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To not file a third Congressional Lobbying Disclosure or UN Quadrennial Report and instead draft a Political Platform with Benchmarks for Citizens to judge and direct the Success of the 44th President of the United States
To stop the Bail Out and Federal War Criminals so as to Balance the Budget and reduce the International Trade Deficit

To ban ARM Loans and direct the Public Sector to Invest in Halfway Houses, Mental Health, Community Health and Homeless Shelters

To adopt Universal Health Insurance in transition to a National Health Service and allow for a minimum Federal Core Curriculum 
To reform the United Nations and US Foreign Policy, make peace, end colonialism and administrate international development assistance to needy individuals 

Be it Enacted in the Publishing Houses and Private Residences of the Good Citizens of the United States and World, referred to the Author

Chapter 1: Passing the Fail Out……………………………………………………..14
Chapter 2: $1 trillion Balanced Account Deficit……………………………………49
Chapter 3: $2 trillion black Medicare and Social Security………………………...83 

Chapter 4: $2 trillion Buy American Goods……………………………………….137 

Chapter 5: $10 trillion Adjustable Rate Mortgage Ban…………………………..172
Chapter 6; $2 trillion Universal Health Insurance………………………………..218
Chapter 7: $1 trillion Federal Core Curriculum………………………………….278
Chapter 8: $1 trillion International Development Decade………………………..304
In Summary: This political platform tries to 1. Stop the bail out, 2. Balance the budget, 3. Continue reducing the international trade imbalance, 4. Transfer least dangerous detainees to halfway houses to safely reduce prisoner population, 5. Ban adjustable rate mortgages, 6. Provide for universal health insurance, 7. Allow for the guidance of a federal core curriculum in education, 8. Prohibit the manufacture of and destroy all stockpiles of disease and toxic substances, 9. Abide by the Constitution of Hospitals & Asylums Non Governmental Economics (CHANGE) that requires redress for the infringement of the Presidential campaign, and now recognizes education and the need to change the name of UN ECOSOC-k to Socio-Economic Administration (SEA) and USAID to US International Development (ID).

Done on the 20th for President’s Day February 16, 2009
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Introduction
“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. 

This is not a lobbying disclosure.  This is more of a political platform for the peaceful revolution of the people in defense of their democracy against totalitarianism.  When I went on strike they concocted bailout and sabotaged the economy that I kept afloat by balancing the federal budget.  Under Democratic leadership Congress is incapable of anything but genocide.  While the Republicans are fascist war criminals who like to satisfy their terrorist passions abroad, and in courts of flaw, they keep their deficit more or less under control by letting the author live, the Democrats, on the other hand, are totalitarian communists devoted to arming domestic strife with poison in every dimension they can detect a molecule of discrimination.  To make matters worse the new Democratic President’s campaign for CHANGE with which he was elected by the largest majority and made the most money in history, blatantly and remorselessly infringed upon the Constitution of Hospitals & Asylums Non Governmental Economics (CHANGE).  The punishment for defrauding $1 billion from the rich who thought they detected real economic wisdom was to have the economy sabotaged by the lame duck.  With only 8% of the population reported to have any confidence in Congress one is not advised to disclose their identity by making any sort of voluntary lobbying disclosure that might be construed to forfeit immunity from involuntary biological experimentation under the Nuremburg Code.  Until the people can be educated of the need and facilitated to elect a genuine multi-party democracy the purpose of this political platform is to set benchmarks by which citizens can judge when the United States is again a free country and its government can be participated in without fear of retaliation.  These benchmarks are,
1. Stop the market subsidies and manipulation that are responsible for the recession.

2. Balance the budget.  3% of the GDP is the maximum allowable deficit in the EU and it is simple to completely balance the budget as directed in this report.

3. Continue reducing the international trade deficit.  The trade imbalance is huge so it will take a considerable amount of time to achieve balance but we must Buy American.

4. Reduce the prison population safely and sustainably to achieve the international legal limit of 250 detainees per 100,000 citizens by implementing a halfway house system.
5. Ban Adjustable Rate Mortgages (ARM).  The government must stop playing games with the victims of con men and remove the defective product from the market.

6. Achieve Universal Health Insurance to eliminate class warfare, economic and racial disparities in the provision of health care with provisions banning the manufacture, stockpiling and de-liver-y of toxic substances and propaganda for their use.

7. Repeal the prohibition of federal control of education to allow the Department of Education the academic freedom to deal with education along the lines of core curriculum and continue making social progress on racial desegregation.

8. That the federal government pays those upstanding citizens petitioning the government for a redress of grievances royalties.  Namely that Hospitals & Asylums that reforms the entire federal and international governments, does the day to day work of balancing the budget, is spared some CHANGE.

9. That developed nations redouble efforts to contribute $200 billion to achieving the UN Millennium Development Goals 2009 and 2010. 

10. That developed nations seriously consider devaluating against the currencies of developing nations to make a great leap forward towards income equality.

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 writing for the government, instead of fighting, like the illiterate lawyers.  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 went on strike.  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.  Regardless of the slight, a Motion Picture Copyright Transfer Act HA-25-9-08 to Transfer the section on the Assumption of Contractual Obligations Related to the Transfers of Rights in Motion Picture from 28USC(180)§4001 to a new Chapter 14 of Title 17 Copyright at 17USC§1401 was drafted for the Actor’s Guild. 
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 a small fee 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 instead of punishing these dissidents of totalitarian government.  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.  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.  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.   
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.  In fact, as the result of the Presidential infringement on CHANGE for commercial advantage and private financial gain during the campaign, he must pay the author or the nation will continue to break  every law in the Constitution of Hospitals & Asylums Non Governmental Economics (CHANGE) for the want of civil justice under 17USC(5)§506(a)(1)(A) as became mandatory with the case of Human Rights Campaign (HRC), Citizens Commission on Human Rights (CCHR), et al, plaintiffs v. US Presidential Candidates Barack Obama and John McCain whose foreign policies fail Asia and the Near East (ANE), US Congress in defense of Title 22 Foreign Relations and Intercourse (a-FRaI-d) and the Court of International Trade (CoITUS), defendants  HA-28-7-08
Chapter 1 Passing the Fail Out

Sec. 1 44th President of the United States
Senator Barack Obama won the November 24, 2008 elections in a landslide of 365 electoral votes to 173 for his opponent Senator John McCain.  The popular vote was 69.5 million to 59.9 million, 52.9% to 45.66%.  Independent candidates won only 1.8 million votes, 1.4% of total votes and zero electoral college cotes.  Voter turnout was estimated from the final tally of votes at 131.2 million, up from 122.3 million in 2004, that was boasted as the highest since 1968.  Expressed as a percentage of 208.3 million eligible voters, that is 63%, the highest since 1960.  Barack Obama is the uncontested winner.  He is the first African-American President and as a lawyer hopes are high that he will reverse the three decade trend to prison slavery that seems to be the underlying reason to doubt the election results.  To be assured of success he must however live up to his name to be, Commander in Chief, O as in zero, 0 bomb, 0 balm Obama. 
Fig. 1.1 Results of the 2008 Presidential Elections

	Presidential candidate
	Party
	Home state
	Popular vote
	Electoral
vote
	Running mate
	Running mate's
home state

	
	
	
	Count
	Pct
	
	
	

	Barack Obama
	Democratic
	Illinois
	69,456,897
	52.92%
	365
	Joe Biden
	Delaware

	John McCain
	Republican
	Arizona
	59,934,814
	45.66%
	173
	Sarah Palin
	Alaska

	Ralph Nader
	Independent
	Connecticut
	738,475
	0.56%
	0
	Matt Gonzalez
	California

	Bob Barr
	Libertarian
	Georgia
	523,686
	0.40%
	0
	Wayne Allyn Root
	Nevada

	Chuck Baldwin
	Constitution
	Florida
	199,314
	0.15%
	0
	Darrell Castle
	Tennessee

	Cynthia McKinney
	Green
	California
	161,603
	0.12%
	0
	Rosa Clemente
	North Carolina

	Other
	226,908
	0.17%
	–
	Other

	Total
	131,257,328
	100%
	538
	

	Needed to win
	270
	


Source: Wikipedia

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”.  There is however little question that former President Bush was elected as a shoe in by the Court that wished to empower their most prolific partner in crime.  In 2004 George Bush Jr. defeated 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 results were contested in the Status Report of Minority Leader John Conyers and the Judiciary Committee Staff HA-5-1-05.  In this report the Judiciary Committee complained of widespread voter disenfranchisement but allowed a federal judge to cover up the electoral violence that gave rise to the investigation that nearly lost the office of Secretary of State to the perpetrator in 2007.  The State of Ohio responded 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). 

The election of African-American lawyer is a matter of great rejoicing for American freedom who can hope for release from their long enslavement that boiled over into international warfare under the predecessor.  African-American politics however leave a lot to be desired.  Black people, like other people who are discriminated against, are followed very closely by their persecutors, and when they succeed their nemesis step up to claim the reward and ruin the good that comes leadership by a person who naturally dislikes bigotry.  The election of Barack Obama is extremely marred by his selection of Joe Biden as his Vice President seemingly because he was suddenly swept away by organized crime as the result of his vote for FISA, that quickly led him to betray CHANGE and the NAACP with a massacre of Afghan civilians the day after the NAACP convention and when asked to reparate, discriminated and instead selected the man with superior criminal responsibility for the perverse foreign relations law, that in its more recent derivatives is responsible for the HIV/AIDS epidemic that overthrew apartheid at the expense of twenty years of life expectancy under his Customs Court Act of 1980, the mandatory minimum sentencing that enslaved so many blacks while Obama was selling cocaine to support his habit in Harvard law school, the Violence against Women Act and suspect in the murder for hire of his wife and daughter in his first run for office.  So the nation is punished for the black man’s discrimination against his woman competitor, by subjecting him to be the companion of both the man who is responsible for killing and kidnapping more blacks than any other.  
Suddenly a righteous man the unpopular lame duck President found the power to sabotage the economy with the bail out that immediately caused the stock market to crash, leading to wide-scale unemployment and two quarters of shrinking economic growth that constitute a recession, whereas before the United States was hanging on the strength of the free market.  Having made a grave error of judgment Barack Obama and the Democratic party went with the bail out and are now the primary supporters of the bail out, which serves as a two year get away vehicle for the wanted war crime financier leaving office hat the Democrats were happy to provide in exchange for asylum for their own numerically more serious criminal(s).  
Not satisfied with the justice at Guantanamo Bay E.O.13489 of January 21, 2009 pertaining to Presidential Records establishes policies and procedures governing the assertion of executive privilege by incumbent and former Presidents in connection with the release of Presidential records by the National Archives and Records Administration (NARA) pursuant to the Presidential Records Act of 1978.  Under 44USC(22)§2201 (2)(b)(iv) executive privilege does not apply to copies of clearly identified copies produced for the convenience of reference.  This holds true for this work and all of Hospitals & Asylums work, regardless of the fact that it sometimes  pertains to and is consistently superior to the office of President in its benefit for the United States of America, because it has not been purchased under 17USC(2)§201 wherefore it, and it should be added, all works of political or legal advocacy pertaining to the President, that have not been purchased by the President, are not the property of the President, because Congress shall make no law abridging the freedom of speech, press or right to sue the government for a redress of grievances, and the President is sworn to uphold the Constitution.  The NARA regulations implementing the Presidential Records Act, 36 C.F.R. Part 1270.22 gives to the Archivist the power to restrict access to those Presidential records that a former President or Vice President has not specifically provided for legal representation.       
Sec. 2 111th Congress

Congress is comprised of 435 seats in the House of Representatives and 100 in the Senate.  The Democratic Party, which won a majority of seats in the 2006 election, expanded its control in 2008 from 235 seats to 257.  The Republican seats went down from 199 to 178.  With Bernie Sanders a Socialist, having transferred to the Senate, there were absolutely zero third party candidates elected to the House of Representative.  Going into the elections there were 49 Republican Senators and 49 Democratic Senators, and two independents, Bernie Sanders and Jo Lieberman.  Of the seats up for election in 2008 23 were held by Republicans and 12 by Democrats.  After the elections the Senate of the 111th Congress was comprised of 56 Democrats, with whom both independents caucus, and 42 Republicans.  The 110th Congress did a disastrous job with the economy and was reported to enjoy only an 8% approval rating.  The 111th Congress is not aiming to do any better.  
With Nancy Pelosi as Speaker of the House, the United States does not really enjoy the benefit of the legislature.  The best explanation for the disrepute of our House, is that Nancy Pelosi is not fit for such high office having been on the Permanent Select Committee on Intelligence.  She is a ruthless militant feminist who has absolutely no respect for intelligence, the law or literacy, or the rights of women, preferring as she does, like many illiterate people who have wormed their way into some position of power, nasty gossip, poison, convicted torturers and fast cash insufficient to cover the endless damages caused by this evil against wisdom.  Nancy Pelosi is the person who needs to be incarcerated in the San Francisco jail for frauds because all she ever does is defraud the public and private press to use the borderline dishonest professional people as the spokespeople for her working class assassins of communist flavored genocide.   Being so close to home, mortally threatening and  politically corrupt her transgressions are rarely cited because the only thing to do is flee, like the population in her hometown of San Francisco.  Physically attacking all that is wise and good is too much of a burden for Congress to succeed.  The 111th has no chance of success unless Nancy Pelosi, President of the Senate Joe Biden, Secretary of Defense Robert Gates, and Chairman of the Federal Reserve Ben Bernanke are given the due process to be removed from office.  Promote the good woman Hillary Clinton to the office of Vice President as Barack Obama should have done before the intelligence service he had mistakenly voted for swept him away into a wife of crime.      
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.  Future campaign legislation needs to promote multi-party democracy, prohibit poison and guarantee the independence of Boards of Election, including their right to their own building, by prohibiting their seizure or breeching of security by the police, judiciary or any other organization or individual. The freedom from unlawful search and seizure should trickle down to political parties and politically activists.  To secure such liberty the Boards of Elections should draft and publish their own judgments in regards to political corruption and electoral disputes for the appeal of the Secretary of State and Federal Election Commission. 

Sec. 3 Due Process of the Former Administration
On 20 December 2005 in Washington, DC - Representative John Conyers, Jr., Ranking Member of the House Judiciary Committee, released the following statement regarding today’s release of a staff report entitled “The Constitution in Crisis: The Downing Street Minutes and Deception, Manipulation, Torture, Retributions and Cover-ups in the Iraq War.”  Where it is found that there is substantial evidence the President, the Vice-President and other high ranking members of the Bush Administration misled Congress and the American people regarding the decision to go to war in Iraq; misstated and manipulated intelligence information regarding the justification for such war; countenanced torture and cruel, inhuman and degrading treatment in Iraq; permitted inappropriate retaliation against critics of their Administration, (retained convicted felons and punished the merit worthy) in support of this report Ranking Member Conyers introduced three House Resolutions concerning the serious allegations contained in this Report summarized HA-3-3-06.  
The Downing Street Minutes (DSM) are a collection of classified documents, written by senior British officials during the spring and summer of 2002, which recounted meetings and discussions of such officials with their American counterparts. The focus of these meetings and discussions was the U.S. plan to invade Iraq.  The report found substantial evidence that these individuals have Conspired to Defraud the United States in violation of 18USC(19)§371.  The investigation found that there is substantial evidence the Bush Administration redeployed military assets in the immediate vicinity of Iraq and conducted bombing raids on Iraq in 2002 in possible violation of the War Powers Resolution, Pub. L. No. 93-148, and laws prohibiting the Misuse of Government Funds, 31USC(13)§1301.  Among other things, it found: A military commander told Senator Bob Graham in February 2002 that we are moving military and intelligence personnel and resources out of Afghanistan to get ready for a future war in Iraq; and by the end of July 2002, Bush had approved some 30 projects that would eventually cost $700 million. The bombing campaign engaged in by the U.S. and Great Britain in 2002 and early 2003 involved more than 21,000 sorties and hundreds of thousands of pounds of bombs, has been described as a full air offensive; a former U.S. combat veteran stated that based on what he had witnessed, the war had already begun.  Allied Commander Tommy Franks admitted the 2002 bombing operation was designed to degrade the Iraqi air defenses.  September 21, 2001 classified intelligence briefing that the U.S. intelligence community had no evidence linking the Iraqi regime of Saddam Hussein to the attacks and that there was scant credible evidence that Iraq had any significant collaborative ties with Al Qaeda.  The Bush Administration ignored numerous intelligence reports indicating that there was no credible evidence of an ongoing nuclear program in Iraq, including a 1999 IAEA report that there was no indication that Iraq possesses nuclear weapons ... or any practical capability ... for the production of such material.   Many of Secretary Powell's statements at his February 5, 2003 presentation before the United Nations Security Council appear to have been either (1) not supported by the available intelligence, or (2) at a minimum, backed by intelligence far less certain than Powell had claimed.
 

President Bush and members of his Administration made numerous knowingly and recklessly false statements that Iraq was seeking to acquire aluminum tubes in order to build a uranium centrifuge and leaked classified information to the press in order to further buttress their arguments for war. There is substantial evidence that these knowing and reckless statements constitute a Conspiracy to Defraud the United States in violation of 18USC(19)§371, and the leak of the classified information constitutes Gathering, Transmitting or Losing Defense Information and Gathering or Delivering Defense Information to Aid a Foreign Government, in violation of 18USC§(37)793-94.  President Bush and members of his Administration made numerous knowingly and recklessly false statements that Iraq had sought to acquire enriched uranium from Niger. There is substantial evidence that these individuals have Conspired to Defraud the United States in violation of 18USC(19)§371 and that President Bush’s statements and certifications before and to Congress may constitute Making a False Statement to Congress in violation of 18USC(47)§1001. 
There is substantial evidence that individuals within the Bush Administration, namely the current Attorney General Alberto Gonzalez, have violated a number of domestic laws and international treaty obligations concerning the mistreatment of detainees in Iraq, including the Anti-Torture Statute, 18USC(113C)§2340; the War Crimes Act; 18USC§2441; the Geneva and Hague Conventions; the Convention Against Torture, Cruel, Inhuman, and Degrading Treatment; and the legal principle of command responsibility.  There is substantial evidence that Secretary Rumsfeld bears responsibility for torture and other illegal conduct in Iraq in violation of the Anti-Torture Statute. Among other things, Secretary Rumsfeld has approved a November 27, 2002 memorandum which includes the use of scenarios designed to convince the detainee that death or severely painful consequences for him and/or his family are imminent; and aided and abetted in causing these tactics to migrate to Iraq by virtue of, among other things, transferring General Geofrey D. Miller to Iraq detention operation. There is also substantial evidence that Secretary Rumsfeld can be held criminally liable under the command responsibility doctrine. 
 
There is little doubt that the allegations of misconduct set forth in this Report: misleading Congress and the American public concerning the decision to go to war; misstating and manipulating the intelligence to justify a preemptive war; encouraging and countenancing torture and cruel, inhuman and degrading treatment; covering up wrongdoing and retaliating against administration critics rise to the level of Treason, Bribery, or other high Crimes and Misdemeanors within the meaning of Article I, Section 2(4) of the Constitution. There is at least a prima facie case that these actions by the President, Vice President and other members of the Bush Administration violate a number of federal laws, including (1) Committing a Fraud Against the United States (18USC(19)§371); (2) Making False Statements to Congress (18USC(47)§1001); (3) the War Powers Resolution (Public Law 93-148); (4) Misuse of Government Funds (31USC(13)§1301); (5) federal laws and international treaties prohibiting torture and cruel, inhuman, and degrading treatment (including the Anti-Torture Statute, the War Crimes Act, the Geneva and Hague Conventions, the United Nations Convention Against Torture, and Cruel, Inhuman and Degrading Treatment); (6) federal laws concerning retaliating against witnesses and other individuals (including Obstructing Congress, the Whistleblower Protection Act, the Lloyd-LaFollette Act, and Retaliating against Witnesses); and (7) federal laws and regulations concerning leaking and other misuse of intelligence information (including Executive Order 12958, Gathering, Transmitting, or Losing Defense Information, and Gathering or Delivering Defense Information to Aid Foreign Government).  

In summary George W. Bush, Richard B. Cheney, Paul Wolfowitz, Donald Rumsfield, Geoffrey Miller, 65 year Sentence; Scooter Libby 15 year Sentence; Collin Powell, Richard Perle 5 year Sentence; and Alberto Gonzalez 20 year Sentencing Judgment et al v. Her Majesty the Queen.  It is not surprising that these war criminals would take advantage of their co-conspirators in the Democratic Party, namely Nancy Pelosi, to censure this all important cognizance of right and wrong, and again to sabotage the economy so that the laundered money, concealed as deficit spending, would never be found.  While it is important to clearly indicate that Bush and Dick were horrible tyrants the ruthless corruption of the International Criminal Tribunals and Court however compels us to try our war criminals without actually jailing them.  It is however extremely important for the United States to redress their political corruption so that everyone knows that it is not okay.  Although both Democratic and Republican Party have more to offer, in this regard, Nancy Pelosi and Joe Biden are far and away the most high level criminals that still need to be removed from office for their crime of use of the interstate commercial facility in the commission of murder for hire.  Barack Obama himself has only to reparate for the massacre of civilians in Afghanistan and change his colonial policy there so that it mirrors the withdrawal strategy now in place in Iraq.  Having arranged for the closure of the former President’s private torture chamber in Guantanamo Bay the new President really needs to discipline his predecessor and those people overthrowing the government from his own party.  This purge of torturers and government sponsored torture would be of far greater value to the economy than the mistaken bail out that is not only bankrupting the government but is covering up the hundreds of billions of money laundered by the prior administration. 
Sec. 4 Crash of 2008
Fig. 1-2 Dow Jones Industrial Average 2000-2008       
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In the Crash of 2008, 40 percent of stock value has vanished, almost $9 trillion. Some $5 trillion in real estate value has disappeared. A recession looms with sweeping layoffs, unemployment compensation surging, and social welfare benefits soaring.  America's first trillion-dollar deficit is at hand. In Fiscal Year 2008 the deficit was $438 billion.  Japan, Germany, France, and Italy all recorded negative growth in Q2 2008. Annual UK GDP growth was 3.1% in 2007 compared with 2.0% in the US and 2.7% in the Euro-zone.  In 2008, there were 3.4 million foreclosure filings and 2.6 million job losses. 
After two quarters of negative growth the United States is officially in a recession.  The Bureau of Economic Analysis reports that real GDP decreased 3.8 percent in the fourth quarter of 2008 after decreasing 0.5 percent in the third quarter.  In 2008, real GDP increased 1.3 percent after increasing 2.0 percent in 2007.  From January 2008 through January 2009, the U.S. economy lost 3.5 million jobs more than offsetting the 405,000 private sector jobs created in the eight years under the Bush administration.  The global economy has been buffeted by the deepening crisis in financial markets, by major corrections in housing markets in a number of advanced economies, and by surges in commodity prices. Indeed, the financial crisis that erupted in August 2007 after the collapse of the U.S. subprime mortgage market entered a tumultuous new phase in September 2008 that has badly shaken confidence in global financial institutions and markets. Most dramatically, intensifying solvency concerns have triggered a cascading series of bankruptcies, forced mergers, and public interventions. 
The stock market crash of October 24 1929 began very similarly to this crash with thousands of investors losing their savings in the stock market crash after a five-day frenzy of heavy trading. Too much speculation with borrowed money, much like the hundreds of billions of dollars illegally invested by the Bush administration, had inflated stock market capitalization unrealistically.  The infamous Smoot-Hawley Tariff Act of the 1930s raised US tariffs on over 20,000 imported goods to record levels, spread through other nations which also took their own protectionist measures.  Then, despite enormous subsidies poured into corporations and social welfare programs it took WWII to pull the world out of the Great Depression.  Then in another ominously similar crash in 1975, during the Oil shortage caused by OPEC refusing to sell oil to the west, New York and Washington, D.C. had to be bailed out.  On October 19, 1987 there was panic on the floor of the New York Stock Exchange as the Dow Jones dropped more than 500 points - the largest decline in modern times amid frenzied selling. On Black Monday, the Dow Jones Industrial Average stock barometer plunged 22.61% to 1,738.41 points.  Later that decade, Citibank, Chase-Manhattan and Bank of America were staring into the abyss, as Latin American regimes, to whom they had lent scores of billions, were balking at paying their debts. Uncle Sam stepped in.  Then came the Mexican and Asian financial crises and the U.S.-IMF bailouts of the 1990s.  For the countries bailed out, like Mexico, Thailand, Indonesia and South Korea, were forced to devalue. This radically reduced the wages of their workers relative to American workers and slashed the price of foreign goods relative to U.S. goods, cheap imports flooded in. 
The first damaging subsidy was the Housing and Economic Recovery Act of 2008 of July 30, 2008, that put Fannie Mae and Freddie Mac into conservatorship, at an estimated cost of $200 billion, immediately led to the highest number of foreclosures in history.  In August the total number of U.S. properties that received foreclosure filings as well as the national foreclosure rate were the highest in any month since RealtyTrac began issuing reports in January 2005.  303,879 foreclosures in August 2008 was an increase of 12% from the previous month and 27% from August of the previous year.  However the annual increase is lower than the previous year when it was hovering around 50-65%. Also in August consumer credit is reported by the G-19 Federal Reserve Statistical Release to have decreased at a rate of -2.9% although it is nearly always positive.  In September 2008, the Treasury Department entered into Senior Preferred Stock Purchase Agreements with the government-sponsored enterprises (GSEs) Fannie Mae and Freddie Mac. Under the agreements, the Treasury Department received $1.0 billion of preferred stock of each enterprise and warrants representing 79.9 percent of the common stock of each enterprise. Treasury also committed to purchase up to $100 billion of senior preferred stock in each if the Federal Housing Finance Agency determines that their liabilities have exceeded their assets. In the fourth quarter, the Treasury Department purchased $13.8 billion of Freddie Mac preferred stock according to this agreement.
The three page $700 billion Legislative Proposal for Treasury Authority to Purchase Mortgage-Related Assets introduced on September 20, 2008 by Treasury Secretary, former Golman-Sachs CEO, Paulson quickly grew to a 109 page Emergency Economic Stabilization Act that failed to pass in the House by a vote of 205 to 228.  Following this defeat, the stock market lost $1.2 trillion in a single day, some of which was restored.  The Senate passed the measure on a bipartisan vote of 74-25.  On Friday October 3, 2008 the House passed a second version, titled A bill to provide authority for the Federal Government to purchase and insure certain types of troubled assets for the purposes of providing stability to and preventing disruption in the economy and financial system and protecting taxpayers, to amend the Internal Revenue Code of 1986 to provide incentives for energy production and conservation, to extend certain expiring provisions, to provide individual income tax relief, and for other purposes, by a vote of 263 to 171, it is 451 pages.  The former President quickly signed the Economic Stabilization Act into law creating the Troubled Asset Relief Program (TARP).  Through various TARP programs, the Department of the Treasury is authorized to purchase or insure up to $700 billion in assets in various programs. By the end of 2008, these programs had disbursed $243 billion for preferred shares and warrants of more than 200 banks and other companies. A warrant is a security that permits its owner to purchase a specific number of shares of stock at a predetermined price. Under the TARP’s Capital Purchase Program, banks of all sizes received funds. Under the Targeted Investment Program, Citigroup received funding. Under the Systemically Significantly Failing Institutions Program, American International Group (AIG) received funding. And under the Automotive Industry Financing Program, GMAC received funding, and General Motors received a loan.    

In response to the bailout the U.S. economy shrank at a -0.3 percent annual rate in the third quarter, its sharpest contraction in seven years as consumers cut spending and businesses reduced investment in the face of rising fears that recession was setting in.  The Commerce Department said the third-quarter contraction in gross domestic product was the steepest since the corresponding quarter in 2001 though it was slightly less than the 0.5 percent rate of reduction that Wall Street economists surveyed by Reuters had forecast.   Consumer spending, which fuels two-thirds of U.S. economic growth, fell at a 3.1 percent rate in the third quarter -- the first cut in quarterly spending since the closing quarter of 1991 and the biggest since the second quarter of 1980. Spending on nondurable goods -- items like food and paper products -- dropped at the sharpest rate since late 1950. 
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The Labor Department reports the jobless rate in October rose to 6.5 percent and companies slashed 240,000 jobs, after 284,000 in September, for a total of 1.2 million losses so far this year. The 1.5 percentage point gain in unemployment over the prior six months was the fastest since the six months ending in Feb. 1982.  The total number of unemployed Americans jumped to 10.08 million in October, the highest level in a quarter-century.  U.S. factory payrolls fell 90,000, the biggest monthly loss since July 2003, after decreasing 56,000 in September.  Payrolls at builders dropped 49,000 after decreasing 35,000. Financial firms reduced payrolls by 24,000, after a 16,000 decline the prior month.  Service industries, which include banks, insurance companies, restaurants and retailers, subtracted 108,000 workers after dropping 201,000 in the previous month. Retail payrolls decreased by 38,100, led by a loss of 20,300 jobs at auto dealerships, after a decline of 44,800.  Government payrolls increased by 23,000 after a loss of 41,000. The surge in unemployment reflected an economic cave-in in October, when car sales plunged 32 percent, manufacturing contracted the most in 26 years and consumer confidence fell to a record low.  The unemployment rate has increased to over 7% by 2009.  It is painfully clear that the bailout and the war bond in 2003 drain the free market of capital for the administration of the command economy that the Soviet Union has demonstrated does not work.  To stop the economic deterioration the federal government must stop the bail out and balance the budget.  It is up to the President to stop the political corruption of the bailout. 
Representative John Conyers, one of the few Congress people who voted against the $700 billion bailout, believes the tactics employed by the Treasury Secretary created an atmosphere of fear. The events of the last two weeks are reminiscent of the days leading up to the adoption of the Patriot Act, and to the invasion of Iraq, times where fear-mongering dampened the careful and deliberate consideration of alternative courses of action.  He proposes a real solution to the credit crunch needed to address the concerns of Main Street, not just Wall Street. It is my belief that this legislation should have included provisions 1) enacting a moratorium on foreclosures, 2) restructuring mortgages to make them more affordable, 3) prohibiting interest rate increases associated with sub-prime loans and 4) bankruptcy reform that would give judges the freedom to renegotiate home mortgages during court proceedings. These initiatives could have been achieved without spending one dollar of the taxpayer's money. In addition, empowering the Federal Deposit Insurance Corporation to guarantee all depositors and bond holders would have provided immediate liquidity to credit markets.  A plan, offered by Rep. Peter DeFazio, D-Ore., and other members of the so-called "Bailout Skeptics" Caucus, proposes some common-sense changes to Securities and Exchange Commission rules and Federal Deposit Insurance Corporation policies. Another plan, proposed by billionaire financier George Soros, mimics a successful model used in Norway and Sweden. The plan would inject credit into the markets in a direct and low-risk manner by empowering the Treasury Department to purchase preferred stock and discounted common stock from faltering lenders. I called for this type of direct capital deployment measure earlier this week, because it would provide the taxpayers with a tangible return on their investment and keep toxic mortgage-backed securities off the government's books. There are serious options for dealing with this crisis that don't involve giving away billions to the richest, most irresponsible businessmen. 
House Minority Leader John Boehner R-OH, who voted for the proposal, sent out a practical alternative in his newsletter, based upon “Economic Rescue Principles” that had been created by Chairman of the Senate Banking Committee Sen. Dodd.  The rationale was that Congress should develop a common sense plan to have Wall Street fund the recovery, not taxpayers.  Rather than providing taxpayer funded purchases of frozen mortgage assets to solve this problem, we should adopt a plan to insure mortgage back securities through payment of insurance premiums. Currently the federal government insures approximately half of all mortgage backed securities, (MBS).  We can insure the rest of current outstanding MBS; however, rather than taxpayers funding insurance, the holders of these assets should pay for it. Treasury Department can design a system to charge premiums to the holders of MBS to fully finance this insurance.  First, we must have private capital injection to the financial markets, not tax dollars. Instead of injecting taxpayer capital into the market, in illegal subsidies, to produce liquidity, private capital can be drawn into the market by removing regulatory and tax barriers that are currently blocking private capital formation. Too much private capital is sitting on the sidelines during this crisis.  Temporary tax relief provisions can help companies free up capital to maintain operations, create jobs, and lend to one another. In addition, we should allow for a temporary suspension of dividend payments by financial institutions and other regulatory measures to address the problems surrounding private capital liquidity.  Second, we need immediate transparency, oversight and market reform.  To increase transparency w must require participating firms to disclose to Treasury the value of their mortgage assets on their books, the value of any private bids within the last year for such assets, and their last audit report.  We must limit Federal Exposure for High Risk Loans: Mandate that the GSEs no longer securitize any unsound mortgages. We must call on the SEC to audit reports of failed companies to ensure that the financial standing of these troubled companies was accurately portrayed. Wall Street Executives should not benefit from taxpayer funding.  Call on the SEC to review the performance of the Credit Rating Agencies and their ability to accurately reflect the risks of these failed investment securities. Create a blue ribbon panel with representatives of Treasury, SEC, and the Fed to make recommendations to Congress for reforms of the financial sector by January 1, 2009. 


	 


Sec. 5 Countervailing Duty to Devaluate the US Dollar
For 60 years governments have been making rules — regulating — international trade and finance. During those 60 years, this system of global regulations for trade has done what it was intended to do — save governments from employing the sort of policies that brought about economic ruin in the last century. The WTO is founded on basic rules and principles, including non-discrimination between countries, transparency, and national treatment.  The multilateral trading system has not only opened world commerce but just as important it has brought transparency and predictability to international trade.  Amidst the chaos that we are witnessing today, what we need is greater regulation. What we need is better global governance. While there is no doubt that global financial regulation must be crafted, there is no doubt either that global trade regulation must be reinforced. What is desperately needed at a time like this is to restore trust in markets by reassuring investors that they are still operating within a rules-based international trade and financial system.  The debate is no longer about the merits of global regulation; it is about putting in place the right sort of global regulation for the problems of today.  The WTO’s failure to negotiate reasonable oil prices while the bailout has been successful in lowering gas prices vindicates the financial sector subsidies, in a way.  Both the inflation caused by the high oil prices of international trade and the subprime loans in the financial sector are to blame for the slow economic growth.  The negative economic growth however is the result of the illegal market subsidies.  It would be wrong to think that the bailout is the solution.  While there are no success stories regarding the bailout in the financial sector, the bailout immediately caused widespread and deep damage to trade and manufacturing sectors, including the stock market.  International trade regulations have foreseen such predicaments and provide for countervailing measures to redress the damage.     

The WTO Agreement on Subsidies and Countervailing Measures sets forth the regime for discouraging and analyzing subsidies and redressing the damages through the enactment of countervailing measures.  It was unwise for the USA to embark on an extensive market subsidy of the financial sector without fully analyzing its ramification upon the free market and fully expressing reluctance to get involved in “illegal” market subsidies.  It is true, the Agreement exempts from prohibition Subsidies to cover operating losses sustained by an enterprise, other than one-time measures which are non-recurrent and cannot be repeated for that enterprise and which are given merely to provide time for the development of long-term solutions and to avoid acute social problems at 6.1(c).  Technically, the USA did not breech the Agreement.  However, at 6.3(d), if the effect of the subsidy is an increase in the world market share of the subsidizing Member in a particular subsidized primary product or commodity, as compared to the average share it had during the previous period of three years and this increase follows a consistent trend over a period when subsidies have been granted; countervailing measures may be sought.  That is exactly what the partners in colonialism did, after a short winning streak against the US dollar on the currency exchange, the EU and some other wealthier nations, embarked on their own massive countervailing financial sector subsidies, albeit on their own, without the counsel of the WTO.  Now we are left to account for the damages to trade, so important for labour and the economy, caused by these subsidies in the industrialized nations, and advocate for the bilateral devaluation of the US dollar and Euro against the currencies of developing nations, to come to the quick assistance of the trade and manufacturing sectors of industrialized nations affected by the financial crisis and subsidies and be a great leap forward for the purchasing power of developing nations.  
World trade is forecast to slow markedly, from about 7% in 2007 to 5¼% this year and further down to just below 2½% in 2009, before reaccelerating to 4% in 2010.   Just a few months ago, the world was talking about a food crisis. Incidentally, it was also talking about an oil crisis. A world in which food prices had risen, and would continue to rise, with a detrimental impact on the world's poor. We had seen bread riots in various parts of the world, serious rice shortages in others, and tens of thousands of demonstrators marching through Mexico's capital to protest against the rising price of tortillas. And yet, from September to October this year, we find that food prices have fallen by 20%! 10% below last year's prices.  And the same story goes for many other commodities, not just food. Metals which have seen their prices tumble by 26%, also in a single month, and oil by 38%!   The Baltic Dry Index, a benchmark for global freight cost, has tumbled to its lowest level in six years. It has fallen by 50% since the end of September amidst fears of weakening global demand, fears of an impending recession, and difficulty in obtaining trade finance. This will impact on the shipment of bulk commodities, such as iron ore, coal and grains.  With two thirds of economic growth reliant upon international trade it behooves nations in financial crisis, particularly those who have embarked upon bailouts of their financial sector, to depreciate their currency against the currencies of the developing world where economic growth is expected to remain above 5% for the most part.  By obeying the principles of international trade to devaluate their currencies, industrialized nations in crisis will enjoy the purchasing power of these developing nations and their trade and manufacturing sectors will sustain economic growth and weather the crisis, otherwise the iron fist will seize up the economy and recession will be inevitable.  The industrialized nations will have to obey the law or suffer recession.   

If decided timely, the 2009 recession can be headed off.  The EU cannot continue to follow the US in their unwise deficit spending financial policy, nor can the US continue to allow the EU to dictate a colonial currency policy whereby the euro-area nominal effective exchange rate (NEER) appreciates or depreciates against the US but not against the rest of the world.  For instance the euro NEER appreciated by more than 7% in the first half of 2008, implying a considerable deterioration of euro-area price and cost competitiveness, but greater purchasing power and influence.  In response to the financial crisis the technical assumption was adjusted to protect European interests, for an implied average USD/EUR rates of 1.48 in 2008 and 1.36 in 2009 and in 2010, and average JPY/EUR rates of 155.0 in 2008 and 137.4 in 2009 and in 2010.  Both the euro and US dollar are going to have to devaluate against the currencies of developing nations who are so far unaffected by the financial crisis and more importantly, did not participate in the bailouts of their financial sectors.  Industrialized nations are going to have to compensate for their bailouts by devaluating their currencies.  There are several reasons for this.  First, two thirds of economic growth results from trade and an overvalued currency hinders the sale of goods on the international market.  Second, a depreciated currency will create jobs in the trade and manufacturing sectors to produce and market more low priced goods and services.  Third, the cost of the bailout of the financial sector was spread throughout the private economy draining a significant amount of capital from the trade and manufacturing sectors that are more vital to economic growth than the financial sector.  Fourth, the EU and USA have been the most rebellious of all members of the IMF and the international financial system would be more democratic and law abiding and therefore more resilient, if developing nations had more voice.  

The equation for devaluating is quite simple.  The currency is devaluated by the proportion of the size of the bailout less value of foreign currency reserves, divided by the size of the GDP.  This will ensure that the GDPs of the nations who engaged in the bailout do not overvalue their currency and stifle trade, nor do nations, like China, who has accumulated significant foreign reserves, undervalue their currency and glut the market.  This same formula can be used by the international financial system to penalize nations for excessive deficit spending.  Whereas the United States has defied currency law and national best interest by appreciating their currency in the interest of their client financial institutions the devaluation of the US dollar should be from September 20, 2008.  Therefore;
Fig. 1-4 Formula and Estimated Cost of Bailout 2008 (billions US Dollars)
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Thus,
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Wherefore,

	Country
	GDP
	Bailout
	Reserve
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	United States of America
	13,780
	900
	71
	-0.07

	European Union
	14,430
	1,000
	448
	-0.05

	United Kingdom
	2,130
	600
	57
	-0.26

	China
	7,099
	585
	1,534
	0.13

	South Korea
	1,206
	36
	262
	0.19


Source: CIA World Fact Book December 31, 2007 last updated November 6, 2008

Total US reserves were $47 billion on Sept. 10, $180 billion on Oct. 8 and $329 billion on Oct. 22.

Sec. 6 Principles of the International Monetary System

Under Article IV of the IMF Articles of Agreement the essential purpose of the international monetary system is to provide a framework that facilitates the exchange of goods, services, and capital among countries, and that sustains sound economic growth, and that a principal objective is the continuing development of the orderly underlying conditions that are necessary for financial and economic stability, each member undertakes to collaborate with the Fund and other members to assure orderly exchange arrangements and to promote a stable system of exchange rates. In Section I, paragraph iii each member country shall: “Avoid manipulating exchange rates or the international monetary system in order to prevent effective balance-of-payments adjustment or to gain unfair competitive advantage over other member countries.”  Under the 1977 Decision, one of the “developments” that “might indicate the need for discussion with a member” regarding the observance of the principle relating to exchange rate manipulation includes the introduction of or substantial modification for balance of payments purposes of restrictions on, or incentives for, the inflow or outflow of capital.  

The trillions of dollars demanded by the EU and US, who raised their debt ceiling from $10.6 trillion to $11.315 trillion for FY 2009, clearly qualifies as a substantial modification for the purpose of providing incentive for the inflow of capital.  The issue that the IMF must take up with the US and EU is that by avoiding to manipulate the exchange rate, or by doing what they seem to be doing, engaging in currency swaps with other central banks in order that the US dollar appreciates in a large scale, protracted one way intervention contrary to the rules.  The rules dictate that the US and EU have printed an inordinate amount of money to bail out their financial sectors, the US and EU are therefore manipulating the international monetary system to gain what seems to be a competitive advantage over other member countries, but will in fact theoretically prolong the erratic disruptions to the monetary system, as the result of the market subsidies that create perverse incentives to leave the stock market to invest government bonds.  

IMF members are free to pick fixed rates, floating rates, or practically any currency regime in between. They are also permitted to intervene in exchange markets and indeed, are expected to do so when they encounter disorderly market conditions. But what is not permitted under IMF rules is to engage in a particular kind of intervention—namely, large-scale, protracted, one-way intervention. That type of intervention is prohibited because it is typically symptomatic of a disequilibrium real exchange rate and as such a disequilibrium rate can impose serious costs on both the home country and its trading partners.  There are four circumstances under which countries intervene in the foreign exchange market (1) to correct misalignments or to stabilize the exchange rate at a predetermined level—in other words, to try to set the exchange rate at a desired level, for example, one that will encourage exports; (2) to calm disorderly markets; (3) to accumulate reserves; and (4) to supply foreign exchange to the market—this occurs when the government is a major recipient of foreign exchange (for example, through royalty payments for mineral extraction). The stabilization of disorderly markets: in extremis, the central bank may have to intervene to stabilize a disorderly market, but it needs to be aware that the more frequently and easily it intervenes, the more it will impede the development of a deep and robust market, in which it is possible to hedge against exchange rate changes.  The Federal Reserve believes that, whenever possible, such difficulties should be addressed through private-sector arrangements--for example, by raising new equity capital, as many firms have done, by negotiations leading to a merger or acquisition, or by an orderly wind-down. Government assistance should be provided with the greatest reluctance and only when the stability of the financial system, and thus the health of the broader economy, is at risk. In those cases when financial stability is threatened, however, intervention to protect the public interest may well be justified. 

Having the wrong real exchange rate has long been known to impose costs on both the home country and its trading partners: when this important relative price gets far out of line, it distorts resource allocation within the country as well as the pattern of international trade among countries. Significantly over-valued exchange rates have also been linked to currency crises in emerging economies, with large attendant costs in terms of real economic growth; and large under-valuations typically generate excessive accumulation of international reserves that, in turn, can threaten financial instability at home and protectionist responses abroad. The term “currency manipulation” describes socially inappropriate exchange rate policy.  If there were a widespread protectionist response to currency manipulation, employment could fall in the export industries of the county doing the manipulating.  There has been growing concern, at least in some quarters, that large-scale, prolonged, one-way intervention in exchange markets to limit or to preclude currency appreciation will result in increasing unemployment, and international trade imbalances.  A 20 percent appreciation of all Asian currencies would likely reduce the US current-account deficit by about $80 billion.  Not to mention the poetic justice of paying for the bailout of the rich nations by increasing the relative purchasing power of the poor nations. Since the adoption of the Second Amendment and the 1977 Decision, the Fund has refrained from elucidating the meaning of members’ obligations under Article IV for purposes of its bilateral surveillance activities, thereby allowing the EU to join the US in the bailout, allowing for the unilateral surveillance of the colonial currencies and devaluation by the all the member nations.
The IMF Executive Board’s adoption on June 15, 2007, of the new Decision on Bilateral Surveillance over Members’ Policies puts exchange rate policies at the center of the surveillance process.  Although widely criticized by the proponents of unilateral surveillance the bipolar view is fundamentally correct for both emerging market and industrialized countries open to international capital flows.  Developed nations exert much stronger capital control over their currency and economy whereas emerging market nations are much more reliant upon intermediaries such as the US dollar upon which their value is pegged.  The de facto exchange rate classification consists of three categories – hard peg, with a currency board and no separate legal tender; intermediate, softly pegged to other currency or basket of currencies; and float, either managed or independent (Fischer 2008).  Many emerging market countries that claim to float, sometimes under an official monetary rule of inflation targeting, in fact have intervened heavily in recent years to dampen the appreciation of their currencies.  Intermediate exchange rate regimes remain alive and well. Some countries have announced basket regimes, often with an intermediate degree of flexibility that can be captured by some combination of a crawl, a band, or leaning-against-the-wind intervention. Most basket peggers keep the weights in the basket secret, which usually means they want to preserve a degree of freedom from prying eyes (whether to pursue a lower degree of de facto exchange rate flexibility, as with China, or a higher degree, as with others).  Known floaters tend to score much higher flexibility parameters than known peggers,. In some cases, the inferred behavior differs in some way from the de jure regime. For example China’s ‘‘basket’’ puts more weight on the dollar than the impression given by the government, but other declared basket peggers are not as firmly tied to the basket as they claim. Meanwhile, declared floaters often intervene heavily to dampen exchange rate fluctuations (fear of floating), but sometimes with reference to an anchor that is not a simple dollar parity as other authors may have assumed.

Fig. 1-5 Exchange Rate Arrangement of a Few Nations Grouped (a) Advanced Countries and (b) Emerging Market Countries

	Exchange Rate Regime No. Countries
	Countries

	a. No separate legal tender/ currency board (13)
	Austria, Belgium, Finland, France, Germany, Hong Kong SAR, Ireland, Italy, Luxembourg, Netherlands, Portugal, San Marino, Spain

	           Pegged rate in horizontal band (1)
	Denmark

	           Managed Float (1)
	Singapore

	           Independent Float (10)
	Australia, Canada, Iceland, Japan, New Zealand, Norway, Sweden, Switzerland, United Kingdom, United States

	b. No separate legal tender / currency board (34)  
	Bulgaria, Ecuador, Estonia, Greece*, Lithuania, Panama, Antigua and Barbuda, Benin, Bosnia, Brunei Darussalam, Burkina Faso, Cameroon, Central African Republic, Chad, Rep. of Congo, Cote d’Ivoire, Djibouti, Dominica, El Salvador, Equatorial Guinea, Gabon, Grenada, Guinea-Bissau, Kiribati, Mali, Marshall Islands, Fed.

States of Micronesia, Niger, Palau, Senegal, St Kitts and Nevis, St Lucia, St Vincent and the Grenadines, Togo

	Fixed pegs (54)
	Argentina, Egypt, Jordan, Latvia, Morocco, Nigeria, Pakistan, Qatar, Slovenia, Venezuela, Islamic Rep. of Afghanistan, Angola, Aruba, The Bahamas, Bahrain, Barbados, Belarus, Belize, Bhutan, Bolivia Cape Verde, Comoros, Costa Rica, Eritrea, Ethiopia, Fiji, Ghana, Guyana, Honduras, Islamic Rep. of Iran, Kuwait, Lebanon, Lesotho, Libya, FYR Macedonia, Maldives, Malta, Mauritania, Mongolia, Namibia, Nepal Netherlands Antilles, Oman, Rwanda, Samoa, Saudi Arabia, Sierra Leone, Solomon Islands, Suriname, Swaziland, Syrian Arab Republic, Trinidad and Tobago, Tunisia, Turkmenistan, Ukraine, United Arab

Emirates Uzbekistan, Vanuatu, Vietnam, Rep. of Yemen, Zimbabwe

	Pegged rate in horizontal band (4)
	Cyprus, Hungary, Slovak Republic, Tonga

	Crawling peg (5)
	Azerbaijan, Botswana, China,, Iraq, Nicaragua

	Managed float within crawling band (43)
	Colombia, Czech Republic, India, Malaysia, Peru, Philippines, Romania, Russia, Sri Lanka, Thailand, Algeria, Armenia, Bangladesh*, Burundi, Cambodia, Croatia, Dominican Republic, The Gambia, Georgia, Guatemala, Guinea, Haiti*, Jamaica, Kazakhstan, Kenya,

Kyrgyz Republic, Lao PDR, Liberia, Madagascar, Malawi, Mauritius, Moldova, Mozambique, Myanmar, Papua New Guinea,  Paraguay, So Tom and Prncipe, Serbia, Seychelles, Sudan, Tajikistan, Uruguay,

Zambia

	Independent float (9) 
	Brazil, Chile, Indonesia, Israel, Korea, Mexico, Poland, South Africa, Turkey, Albania, Dem Rep. of Congo, Somalia, Tanzania, Uganda


Source; Fischer, Stanley. Mundell-Fleming Lecture Series: Exchange Rate Systems, Surveillance and Advice. IMF Staff Papers. Vol. 55 No. 3. July 1, 2008. Pp 367-383

Although the IMF, in conjunction with its member countries, produces a taxonomy of exchange rate regimes since 1944, many researchers began to suspect that this official, or de jure, classification scheme did not always adequately represent what countries did in practice. Thus emerged attempts in the literature to use measurable information to produce de facto classifications that would more closely reflect the actual exchange rate policies of different countries.  Theory and evidence suggest that fixing the exchange rate to the currency of a low-inflation country both promotes international trade and investment and disciplines monetary policy by providing an observable nominal anchor.  But fixing the exchange rate requires that the government sacrifice its capacity to run an independent monetary policy. A floating exchange rate, on the other hand, has the great advantage of allowing a government to pursue an independent monetary policy. This independence provides flexibility to accommodate foreign and domestic shocks, including changes in the terms of trade and world financial conditions, and to affect the competitiveness of (relative prices faced by) the tradable goods sector.  

There has been growing recognition of a disconnect between what emerging economies say they do in exchange rate policy (words), and what they do in practice (deeds). More specifically, a ‘‘fear of floating’’ behavior has been identified, whereby countries that classify themselves as floating exchange rate regimes intervene quite vigorously over time.  While many persuasive arguments have been offered as to why countries intervene, the question remains as to why intervening countries continue to classify their regimes as floating. Thus, concurrently with fear of floating, there seems to be a ‘‘fear of declaring.’’  There is evidence that de jure floating regimes may fare better in crisis situations. Specifically, the public debt ratio tends to be sensitive to the exchange rate, particularly so in times of turbulence. De jure floating may be advantageous in times of crisis. It might be conceivable that countries opt for declaring flexibility even though it may entail costs during normal times in order to reap the benefits of lower spreads in turbulent times. Thus, flexibility may act as an insurance policy. Furthermore, once this ‘‘flexibility’’ is announced, there appears to be no punishment for fear of floating.
The currency exchange market is free, under Art. IV Section 2 iii of the IMF Articles of Agreement members who do not adhere to special drawing rights or collective arrangements are allowed to enter into exchange arrangements of their choice.  As in other areas of public policy, governments’ choices of exchange rate policies are conditioned by the preferences of their constituents. The nominal exchange rate regime and the level of the real exchange rate can have powerful effects on the private sector, and economic agents want government policies that favor them.  Hypothetically internationally exposed firms prefer more stable currencies and that producers of trade goods prefer a relatively depreciated real exchange rate.  With respect to the level of the exchange rate, tradables producers particularly manufacturers and export producers are more likely to be unhappy following an appreciation of the real exchange rate, and have written so much that devaluation is the text book law for trade promotion, than are firms in non-trade sectors (services and construction).  The exchange rate is centrally important to economic activity, and government policy has a powerful impact on the currency.  

Where manufacturing composes a large share of GDP, governments may be particularly responsive to manufacturers when setting exchange rate policy however if manufacturers obtain the exchange rate policies they want, there is not likely to be a difference in the responses of manufacturing and nonmanufacturing firms. A strong currency provides a powerful tool against inflation, and boosts national purchasing power; a weak currency gives national producers great incentives to sell into world markets.  The real exchange rate affects the relative price of traded goods in both local and foreign markets. There is no clear economic efficiency argument for or against any particular level. A strong (appreciated) currency gives residents greater purchasing power, but also entails a loss of competitiveness for trade producers. A real appreciation benefits consumers of imports and harms producers of goods that compete with imports (and exporters). So tradable (import-competing and exporting) industries lose from a currency appreciation, but domestically oriented (nontradable) industries and domestic consumers gain. Of course, a real depreciation has the opposite effects, stimulating demand for locally produced tradable products, but raising the prices that consumers pay for foreign goods and services. Currency depreciations help exporting and import-competing industries at the expense of domestic consumers and producers of nontraded goods and services. Thus the level of the exchange rate, too, involves two competing goals—stimulating local tradables producers and raising local purchasing power. The benefit of increasing the competitiveness of national producers comes at the cost of reducing the real income of national consumers and vice versa.
Sec. 7 Dual Mandate for Price Stability and Maximum Employment
The Congress has given the Federal Reserve a dual mandate to foster the objectives of price stability and maximum employment.  Although the bailout has been successful in unseating the stock-market speculation that OPEC previously reported was the reason for the high oil prices, it has totally failed to promote maximum employment and  instead has led to higher and higher levels of unemployment that keep increasing with every government manipulation of the free market.   United States must restore its faith in the free market and uphold the dual mandate for price stability and employment by stopping to command direct subsidies and instead devaluate the exchange rate of the US dollar, to improve the national market position so that solvent firms will be more productive and therefore hire more workers. 

Hospitals & Asylums statute upholds the dual mandate for price stability and maximum employment, in two references.  First, to sell US products at market prices. the Buy American Provisions under 24USC(4)§225h promote the Buy American Act of 1933 at 41USC(1)§10a that states, “Notwithstanding any other provision of law… only such…articles, materials, and supplies as have been mined or produced in the United States…shall be acquired for public use”.  Second, to maximize employment the Authority to Accept Certain Uncompensated Services under 24USC(10)§422 (d) the status of persons providing voluntary personal services or gratuitous services or receiving training, shall be considered to be an employee of the Federal Government only for purposes of compensation for work-related injuries or claims for damages or loss.  The federal government must therefore extend the scope of the services accepted for employment so that voluntary personal services and gratuitous services do not injure a person to enjoy an incomes less than the hourly minimum wage at 29USC(8)§206.  Hospitals & Asylums statute is clearly sensitive to the separation between the public and private sectors.  Although regulation is needed to protect the public safety, health and welfare, to keep the market free, the government must not dominate the private sector with red tape or market distorting subsidies.

No economist put the two principles of price stability and maximum employment of the dual mandate together better than John Maynard Keynes in his General Theory of Interest, Employment and Money of 1936.   Writing during the Great Depression, Keynes approach was as applicable then, as it is it now, the foundation of modern economics.  One must however be cautious of the text books that offer two different myths regarding his work.  The first explanation is that Keynes was responsible for the Depression era government subsidized work programs, this is however false, in the General Theory Keynes specifically condemned market subsidies and work programs as bad ideas that were unpredictable are counterproductive and nearly always lead to economic failure.  The second textbook explanation is also fictitious, but it is important to keep in mind when dealing with Keynes’ capitalist theories on firm behavior, that there is a separation between the public and private sectors.  The misbehavior of the federal administration can be categorized as a textbook case of hastily misinterpreting the General Theory whereby the government is attempting to prop up private firms with government subsidies although this is counterproductive to both the free private market and government budget, the results have certainly been disastrous.
In the General Theory a collapse in the price of equities, such as the stock market crash that accompanied the bailout, which has had disastrous reactions on the marginal efficiency of capital, rising unemployment, may have been due to the weakening either of speculative confidence, such as the bursting of the energy price bubble by absorbing all free capital with the bailout bill, or of the state of credit, such as the credit crunch that became negative after the government mortgage lenders were placed in conservatorship. But whereas the weakening of either, speculative confidence or state of credit, is enough to cause a collapse, recovery requires the revival of both. For whilst the weakening of credit is sufficient to bring about a collapse, its strengthening, though a necessary condition of recovery, is not a sufficient condition.  Having embarked on a massive campaign of market subsidies on the credit of the United States the government must rethink their actions.  It is impossible for the command economy to borrow enough money to bolster the state of the credit industry because the state of credit is based upon the success of consumers of loans to turn a profit with which to pay the lenders back.  The great art to make a nation happy, and what we call flourishing, consists in giving everybody an opportunity of being employed; which to compass, let a Government’s first care be to promote as great a variety of Manufactures, Arts and Handicrafts as human wit can invent; and the second to encourage Agriculture and Fishery in all their branches, that the whole Earth may be forced to exert itself as well as Man. It is from this Policy and not from the trifling regulations of Lavishness and Frugality that the greatness and felicity of Nations must be expected.
The classical theory of employment has been based on two fundamental postulates.  First, that the wage is equal to the marginal product of labor.  Should profits go down the firm will either employ fewer people, use fewer hours or compel the employee to negotiate for lower wages.  Second, the utility of the wage is equal to the marginal disutility of that amount of employment.  That is to say, the real wage of an employed person is that which is just sufficient to induce the volume of labor actually employed to be forthcoming. Disutility must be here understood to cover every kind of reason which might lead a man, or a body of men, to withhold their labor rather than accept a wage which had to them a utility below a certain minimum.  This postulate is compatible with what may be called ‘frictional’ unemployment and ‘voluntary’ unemployment due to the refusal or inability of a unit of labor, as a result of legislation or social practices or of combination for collective bargaining.  Keynes postulates that it would follow from this that there are only four possible means of increasing employment:
a. An improvement in organization or in foresight which diminishes ‘frictional’ unemployment;
b. A decrease in the marginal disutility of labor, as expressed by the real wage for which. additional labor is available, so as to diminish ‘voluntary’ unemployment;
c. An increase in the marginal physical productivity of labor in the wage-goods industries upon the price of which the utility of the money-wage depends;
d. An increase in the price of non-wage-goods compared with, the price of wage-goods, associated with a shift in the expenditure of non-wage-earners from wage-goods to non-wage-goods. 
It is easily shown that the conditions of supply, such as are usually expressed in terms of the supply curve, and the elasticity of supply relating output to price, can be handled in terms of our two chosen units by means of the aggregate supply function, without reference to quantities of output, whether we are concerned with a particular firm or industry or with economic activity as a whole. For the aggregate supply function for a given firm (and similarly for a given industry or for industry as a whole) is given by
Zr = fr(Nr),

where Zr is the return the expectation of which will induce a level of employment Nr. If, therefore, the relation between employment and output is such that an employment Nr results in an output Or, where Or = jr(Nr), it follows that

p = Zr/Or = fr(Nr)/jr(Nr)

is the ordinary supply curve.

Thus in the case of each homogeneous commodity, for which Or = jr(Nr) has a definite meaning, we can evaluate Zr = jr(Nr) in the ordinary way; but we can then aggregate the Nr’s in a way which we cannot aggregate the Or’s, since SOr is not a numerical quantity. Moreover, if we can assume that, in a given environment, a given aggregate employment will be distributed in a unique way between different industries, so that Nr is a function of N, further simplifications are possible.
The liberal Democratic 110th Congress raised the minimum wage for the first time in over a decade and liberated the United States from a record $1 trillion dollar account deficit for the first time in four years. The second session of the 110th Congress will need to extend income security to the middle class and improve assistance for the poor.  The Fair Minimum Wage Act of 2007, Pub.L. 110-28, Title VIII, signed into law on May 25, 2007, amends 29USC(8)§206 to increase the minimum wage from $5.15, over two years to $5.85 per hour 60 days after enactment July 24, 2007, to $6.55 on July 24, 2008 and to $7.25 on July 24, 2009.   Assuming four, forty hour weeks, are worked every month this translates into a change in monthly earnings for minimum wage workers from $824 to $936 2007-08 to $1,048 2008-09 to $1,160 2009-10.  Annually that means $9,888 to $11,232 in 2007 to $12,576 in 2008 to $13,920 after July 24, 2009.  This wage increase seems to be the first stressor on the labor market.  Although it did not immediately lead to massive job loss, it set the stage for the wide-scale unemployment the economy faces today.   

The outstanding faults of the economic society in which we live are its failure to provide for full employment and its arbitrary and inequitable distribution of wealth and incomes. Since the end of the nineteenth century significant progress towards the removal of very great disparities of wealth and income has been achieved through the instrument of direct taxation - income tax and surtax and death duties. To get ahead in the modern economy one must capitalize upon the advantages.  These advantages are partly advantages of efficiency — the advantages of decentralization and of the play of self-interest. But, above all, individualism, if it can be purged of its defects and its abuses by regulation, is the best safeguard of personal liberty in the sense that, compared with any other system, it greatly widens the field for the exercise of personal choice. It is also the best safeguard of the variety of life, which emerges precisely from this extended field of personal choice, and the loss of which is the greatest of all the losses of the homogeneous or totalitarian state. For this variety preserves the traditions which embody the most secure and successful choices of former generations; it colors the present with the diversification of its fancy; and, being the handmaid of experiment, it is the most powerful instrument to better the future, not the command economy.
The modern science of monetary policy has the objective to maximize the well-being of households in the economy.  The success of a market-oriented monetary policy is determined by the extent to which households and firms have the freedom to make their own economic decisions.  Household spending decisions are largely directed by the aggregate demand of statistical agencies and expectations regarding inflation.  The fluctuations in economic growth seem to be primarily the by-product of over-estimates of GDP growth by the Department of Commerce and Bureau of Economic Analysis in certain quarters when the federal government is attempting to secure a loan.  Overestimates by federal statistical agencies lead directly to overstocking in the private sector.  Overstocking in one-quarter results in public shortcomings in another quarter.  Market participants must budget more carefully.  Investment should foster employment that is directly linked to market demand.  Investors must ensure that their corporations do not sell more debt than they are worth.  For a stable economy it is best to adopt more moderate estimates for GDP to reflect the per capita income of the work force.    
Sec. 8 Economic Stimulus Panic
There are three principles to an effective economic stimulus package – timeliness, targeting and temporary.  First, to be effective and not counterproductive, fis​cal stimulus must be timely. If fiscal stimulus is undertaken unnecessarily, the result could be over-expansion and higher inflation. If fiscal stimulus is enacted too slowly, output and incomes could fall first and then stimulus might arrive after the economy has begun to pick up speed again. Achieving timely policy is especially challenging because timeliness involves not just the enactment of tax cuts or spending increases but also the implementation of policy changes and getting the money out the door. A second key factor in designing fiscal stimulus is effective targeting. Targeting is important in two respects. The first is purely macroeconom​ic: tax cuts and spending increases should be directed so that each dollar generates the largest possible increase in short-run GDP. The second is based on fairness to households: tax cuts and spending increases should be directed so that they provide the greatest benefit to people who are affected most adversely by an economic slowdown.  These two aspects of targeting are complementary because the poor are more likely to spend any money they get.  The third principle for effective fiscal stimulus is that tax and spending changes must be temporary and not increase the already large long-run bud​get deficit. While fiscal stimulus can increase economic growth in the short run, it will simply result in higher inflation or tighter in monetary policy in the long run.
In response to sluggish growth that fell to 0.6% in the final quarter of 2007 after the BEA overestimated growth and most of all to stifle efforts to balance the budget that cut into the amount of money Bush officials could walk off with, the Bush administration devised a  stimulus proposal in lieu of a balanced budget.  The first bill was the Recovery Rebates and Economic Stimulus for the American People Act of 2008 P.L. 110-185 of February 13, 2008 that cost $165 billion dollars.  Investing $65 billion in tax rebates for the working class and pensioners the money was spent and in second quarter economic growth was estimated at 2.5%.  The Housing and Economic Recovery Act of 2008 P.L. 110-289 of July 30, 2008, sponsored by Nancy Pelosi, that cost $200 billion, put Fannie Mae and Freddie Mac into conservatorship and immediately led to the highest number of foreclosures in history.  In August the total number of U.S. properties that received foreclosure filings as well as the national foreclosure rate were the highest in any month since RealtyTrac began issuing reports in January 2005.  303,879 foreclosures in August 2008 was an increase of 12% from the previous month and 27% from August of the previous year.  In August the amount of new credit extended dipped negative for the first time in history causing the Federal Reserve to panic.  As the result of the poorly targeted stimulus for the mortgage loan sector compounded by the decision to embark on a major bailout to purchase toxic assets from the banks, third quarter economic growth, previously teetering on the brink, was estimated at  -0.6%.      
Despite the obvious failure of the plan to place Fanny Mae and Freedie Mac in conservatorship the Bush Administration managed to force a $700 billion bailout bill. The three page $700 billion Legislative Proposal for Treasury Authority to Purchase Mortgage-Related Assets introduced on September 20, 2008 by Treasury Secretary, former Golman-Sachs CEO, Paulson quickly grew to a 109 page Emergency Economic Stabilization Act H.R. 3997 that failed to pass in the House by a vote of 205 to 228.  Following this defeat, the stock market lost $1.2 trillion in a single day, some of which was restored in the days following.  Caving in to this market manipulation by the hundreds of billions secretly invested by the Bush Administration and self-interested financial institutions, the Senate passed the measure on a bipartisan vote of 74-25.  On Friday October 3, 2008, 29 lawmakers changed their minds, far more than the dozen needed, and the House passed a second version, titled A bill to provide authority for the Federal Government to purchase and insure certain types of troubled assets for the purposes of providing stability to and preventing disruption in the economy and financial system and protecting taxpayers, to amend the Internal Revenue Code of 1986 to provide incentives for energy production and conservation, to extend certain expiring provisions, to provide individual income tax relief, and for other purposes H.R. 1424, by a vote of 263 to 171.  The bill number previously belonged to the Mental Health Parity Bill and by passing this bill Congress and the President elect declared themselves to be insane until 2010 to allow the former administration to flee with their stolen money and the honor that the fascists were not the worst for the economy when it is obvious that the selfless communists voluntarily sabotage the economy to recession and beyond. 

The Bush administration has done all they could to make balancing the budget impossible FY2008.  The $165 billion dollar tax rebate took the wind out of the sails of economists who for the past several years have regularly advocated for the return of lost surplus funds from the Department of Defense (Dod) to reduce the deficit.  Unfortunately, although DoD does return the money, the Treasury conceals this return as corporate and individual tax receipts.  Because of this bad faith, the Social Security Administration (SSA) did not returned half of their surplus to the general fund, to completely balance the budge in FY2007. As the result of the recovery rebates, a balanced budget was not possible, even using the hypothetical surpluses that were previously successful in managing the budget deficit FY2007.  Therefore absolutely no work was done to balance the budget FY 2008.  Having disheartened the economic conservatives and in the absence of any voices of reason, Barack Obama having been co-opted by the intelligence service to lose his counsel massacring civilians in Afghanistan, Nancy Pelosi undermined the economy advocating her favorite trick of spying the greedy class struggling people up to their teeth in ARM loans to assassinate the literate political advocates.  This led to a credit crunch, failures of several large lending institutions and censureship of the federal government by Hospitals & Asylums service that drove the Federal Reserve to panic and demand a $700 billion to bail out the banks.  When this Bill went through money was taken from the free market, causing the stock markets to crash, to be invested in the bad books of failed banks, leading to larger and larger layoffs and after the fourth quarter, an official recession.
This market manipulation began reasonably.  Treasury Secretary Henry Paulson reported that President Bush is putting together his first public call for a "robust" emergency fiscal stimulus bill to get cash quickly into the pockets of consumers and jump-start a sagging economy. Any package should be effective, simple and temporary - mirroring calls by Democratic lawmakers for a "timely, targeted and temporary" stimulus measure. "What he believes is that we've got to do something that is robust. It's going to be temporary and get money into the economy quickly.  It's going to be focused on consumers, individuals, families - putting money in their pocket. And it's going to be focused on giving businesses the incentive to hire people, to create jobs.  Taxpayers could receive rebates of up to $800 for individuals and $1,600 for married couples under a White House plan. Treasury Secretary Henry Paulson said  “1 percent of GDP would equate to $140 billion to $150 billion, which is along the lines of what private economists say should be sufficient to help give the economy a short-term boost.  One Republican official hoped to target about $100 billion toward individuals and about $50 billion toward businesses.  This is an excellent opportunity for the political parties to achieve their economic objectives in an election year when the Presidential candidates would compete to balance the budget of the 111th Congress.  "The cost of not acting has become too high," Paulson said. "We must act now." While Bush focused solely on taxes, Democratic and Republican leaders in Congress have been working on a broader package that also would include a temporary increase in food stamps and an extension of and perhaps increase in unemployment benefits.  White House estimates show that a stimulus in the range of what Bush talked about could create 500,000 additional jobs this year.
House Speaker Nancy Pelosi, D-Calif., and Republican leader John Boehner of Ohio emerged from a rare meeting, promising to craft legislation to energize the weakening economy.  Although Republicans and Democrats differ over what provisions should be part of any such package, there's widespread agreement that tax rebates along the lines of the $300-$600 checks provided in 2001 are likely to part of the measure. The country last suffered a recession in 2001.  Pelosi said she wanted legislation enacted within a month and said the government must "spend the money, invest the resources, give the tax relief in a way that again injects demand into the economy, puts it in the hands of those who need it most and into the middle class ... so that we can create jobs."  Senior aides to House Democrats and Republicans said in addition to included tax rebates for individuals, the emerging measure would contain tax breaks for businesses investing in new equipment, increases in food stamps, and higher unemployment benefits.


Federal Reserve Chairman Ben Bernanke entered the stimulus debate in an appearance before the House Budget Committee where he endorsed the idea of putting money into the hands of those who would spend it quickly and boost the flagging economy. He stressed that it must be temporary and must be implemented quickly - so that its economic effects could be felt as much as possible within the next 12 months. Putting money into the hands of households and firms that would spend it in the near term is a priority. Especially important is making sure a plan can put cash into the hands of poor people. Bernanke declined to endorse any particular approach, but preferred one that would not have a long-term adverse impact on the government's budget deficit.  
Perhaps the only thing that these bailouts of financial institutions are sure to do is ensure that the federal government runs a deficit for at least two more years while the war President gets away with his loot.  The deficit for FY2008, which ends on Sept. 30, is expected to rise to $407 billion.  This figure is $246 billion, more than double the $161.5 billion imbalance for 2007, reflecting the costs of the economic slowdown and this year's $168 billion economic stimulus program, including $117 billion from individual rebates. The Bush administration estimated that the deficit for the budget year that begins Oct. 1, which will cover the new president's first year in office, will hit $489 billion, a record in dollar terms. The forecast doesn't include the $200 billion the administration committed to spending when it took over the nation's two biggest mortgage companies, Fannie Mae and Freddie Mac.  And it doesn't have any of the $700 billion to soak up the bad mortgage-backed securities that have been at the heart of the severe credit crisis the country has been struggling with since August 2007.  The legislation Congress passed this summer that gave the authority to rescue Fannie and Freddie boosted the limit on the national debt by $800 billion to $10.6 trillion. The Economic Stabilization Act boosted that debt limit up another $700 billion to $11.315 trillion, up another $700 billion. In February Democrats in Congress passed a 1,073 page $787 billion bill will cost us, our children and their children about $1.14 trillion with interest.  That works out to about $30,000 in new debt for each American household. Worse, Rep. Paul Ryan (R-WI) asked the Congressional Budget Office to estimate the cost of permanently extending the twenty most popular provisions in the bill. The cost?  $3.27 trillion.  

The new $400 billion-plus deficit numbers represent about 3 percent of the economy, which is the deficit measure seen as most relevant by economists.  3 percent is the statutory deficit limit in the European Union. In dollar terms, the record is the $413 billion deficit recorded in 2004.  The CBO expects the deficit to exceed $400 billion - or 3 percent of gross domestic product - for each of the next two years if current policies remain in place.  For FY 2008, the deficit is projected to be $407 billion.  This estimate includes $117 billion from individual rebates and other effects of the enacted economic stimulus legislation, without which the deficit would have been $272 billion. As a percent of GDP, the 2008 deficit is projected to be 2.7 percent.  As a percent of GDP, the $489 billion 2009 deficit is projected to be 3.3 percent, not including the cost of mortgage assets that would drive the deficit up as high as $932 billion, a record, 6.3 percent. The $178 billion deficit is projected to fall to 1.1 percent of GDP in 2010, not including the cost of the mortgage bailout that brings it as high as $528 billion 3.4 percent, and then is expected to fall to $103 billion, 0.6 percent of GDP in 2011, and to reach balance in 2012.  Not including the bailout of financial institutions, total outlays for 2008 are now estimated to be $2,942 billion.  For 2009, the estimate of total outlays has increased by $26 billion relative to February, to $3,133 billion.
Sec. 9 Test Budget

The great test of the new Obama administration will be to balance the budget.  Bush purposely and maliciously sabotaged the economy to cover up his theft and indiscretion.  Will Obama continue to fall for this subterfuge and advocate for the bailout or can he reverse the disastrous policy of his predecessor and balance the budget?  The hypothesis of most American voters, in the face of rising income inequality and recent record budget deficits, is that Democratic presidents have consistently higher economic growth and lower unemployment than Republican presidents.  Under Democratic presidents, every income class did well but the poorest did best. The bottom 20% had average pretax income growth of 2.63% per year while the top 5% showed pretax income growth of 2.11% per year. Republicans were polar opposites. Not only was their overall performance worse than Democrats, but it was wildly tilted toward the well off. The bottom 20% saw pretax income growth of only .6% per year while the top 5% enjoyed pretax income growth of 2.09% per year.  Strangely Republicans produce great economic growth for all income classes in election years, and that's all that voters remember.  Economic performance during election years is however a mirror image. During election years Republicans produce better overall performance, which is especially stupendous for the well off. Democrats not only produce poor overall performance in election years, they produce disastrous performance for the well off, who actually have negative income growth. In other words, Republicans produce great economic growth for all income classes in election years, but that’s all.  Over the last century, the economy has been in a recession four times in the early part of a presidential election year, according to the National Bureau of Economic Research. In each of those years - 1920, 1932, 1960 and 1980 - the party of the incumbent president lost the election.  The election of 2008 seems to have continued this trend and the economy is a mess.    
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Over the long run, it is growing budget deficits and the resulting increases in federal debt that are the underlying cause of slower economic growth.  The international market has come to frown upon borrowing and lending.  In 2004, the IMF’s loan portfolio was roughly $100 billion. Today it has fallen to around $10 billion.  The record deficits of the Bush Administration are certain to be the cause of the financial crisis.  Don't bail out debt with more debt. George Washington wrote in 1799 to James Welch, "To contract new debts is not the way to pay for old ones." Thomas Jefferson similarly admonished Samuel Kercheval in 1816, "To preserve (the) independence (of the people), we must not let our rulers load us with perpetual debt." (Some are quick to point out that Thomas Jefferson financed the Louisiana Purchase with government loans, but they overlook the fact that Jefferson's administration lowered the federal deficit by nearly one-third during his eight years in office.) Have a pay-as-you-go government. If we don't have the money, we shouldn't spend it. Period. No more debt. No more bailouts. No more spending. As Thomas Jefferson wrote to Fulwar Skipwith in 1787, "The maxim of buying nothing but what we (have) money in our pockets to pay for … (is) a maxim which, of all others, lays the broadest foundation for happiness".  
Congress is responsible for balancing the budget under Art. 1 Section 7 and Art. 1 Section 9 Clause 7 of the US Constitution that states, “No money shall be drawn from the Treasury, but in Consequence of Appropriations made by Law; and a regular Statement and Account of the Receipts and Expenditures of all public Money shall be published from time to time”.  Strong revenues, together with spending restraint, are critical to reducing the deficit.  Leadership of the budget process of the federal government has been delegated to the President who is responsible for presenting a balanced budget at the time of the State of the Union address in the beginning of the year under Art. 2 Section 3 of the US Constitution. The President must submit his/her budget to Congress after the first week of January and before the first week of February every year under 31USC(11)§1105.  

To succeed there is no doubt that the new President will need to cast off the “fail out” plan of his predecessor and abandon the economic stimulus ideology in favor of budgetary spending limits.  For the new administration to pass, the President will need to veto economic stimulus bills.  Although the $700 bailout bill became law and $350 billion of $700 billion bailout have already administrated with adverse economic consequences the President has a number of options to minimize the damage this sabotage by the fleeing lame duck does to the general economy and the federal budget.  The first option is of course to return the remaining $350 billion.  This is the best option whereas the budget could be balanced as soon as 2010, and the new administration could begin to actively recover the economic malfeasance of the war criminals of the previous administration, but is not likely to be adopted.  The second option, which most suits the somewhat negligent Presidential position, is to administrate the remaining $350 billion and remain indebted to the Bush policies until 2011.  The third option is to allow continuing economic stimulus legislation and make balancing the budget an impossible feat, as it was for the Bush administration but not for the Clinton Administration that succeeded in balancing the budget from 1997 to 2000.

In 2009, the federal deficit will be larger as a share of the economy than at any

time since World War II.  Recent Congressional Budget Office baseline projection reports a fiscal year 2009 deficit of $1,186 billion, or 8.3 percent of GDP, under the assumption that no new tax or spending policies are implemented. The recently enacted $787 billion stimulus package raises the 2009 deficit by roughly $185 billion to $1,371.  Following record deficits in 2009, the cumulative deficit for 2010-2019 is estimated to be "just" $3.8 trillion, with deficits declining in magnitude over time to 1.1 percent of GDP by 2019.  The price of purchasing insurance against default on 5-year senior U.S. Treasury debt rose from around 10 basis points before September 2008 to above 70 basis points in early 2009.  The implied default probabilities, under the assumption that if defaults occur, bond holders would recover 40 percent of par value. The implied probability of default has risen from under 1 percent to more than 6 percent according to the Tax Policy Center.
It is too late to salvage the federal budget for FY 2009 because it began on October 1, 2008, a few days before the bailout passed and $350 billion were administrated to a few large banks who barely wanted the money but were not going to refuse such favorable rates.  It is however never too late to set at $400 billion spending caps for the military and strict new pay-as you go rules for Medicare so that involuntary and unsatisfactory health care, that the consumer is not willing to approve of, or is not deemed by experts to be in the best interest of the patient, is not paid for by the federal government.  If these common sense budget policies that succeeded in reducing the deficit in the previous two years of the Bush administration and completely balancing the budget in the last three years of the Clinton Administration are adopted by the Obama administration the budget deficit could be limited from $500 billion to $200 billion FY2009.  If the remaining $350 billion of the bailout are not administrated this strategy could balance the budget by FY 2010.  If the $350 billion are administrated it will take until FY 2011 to balance the budget.  Because military and medical overspending are serious corruption problems in their own right it behooves the administration to set a $400 billion spending limit for the military and a pay-as-you-go strategy for medical spending based upon the informed consent of the patient.
Fig. 1-7  Budget Estimate 2007-2013 (In billions of dollars) 

	Budget Totals
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Receipts
	2,568
	2,553
	2,651
	2,916
	3,084
	3,288
	3,439

	Outlays
	2,730
	2,960
	3,133
	3,094
	3,187
	3,230
	3,410

	Proposed

Outlays
	
	
	450

3,583
	350

3,444
	
	
	

	Deficit
	-163
	-407
	-482
	-178
	-103
	58
	29

	Proposed

Deficit
	
	
	-932
	-528
	
	
	

	Debt
	9,062
	9,946
	10,528
	10,716
	10,819
	10,761
	10,732

	Proposed Debt
	
	10,600
	11,315
	11,843
	11,946
	11,882
	11,853

	GDP
	13,671
	14,248
	14,822
	15,632
	16,513
	17,369
	18,239

	Budget as % of GDP
	
	
	
	
	
	
	

	Receipts
	18.8%
	17.9%
	17.9%
	18.7%
	18.7%
	18.9%
	18.9%

	Outlays
	20.0%
	20.7%
	21.1%
	19.8%
	19.3%
	18.6%
	18.7%

	Proposed Outlays
	
	
	24.2%
	22.0%
	
	
	

	Deficit
	-1.2%
	-2.7%
	-3.3%
	-1.1%
	-0.6%
	0.3%
	0.2%

	Proposed Deficit
	
	
	-6.3%
	-3.4%
	
	
	


Source: CBO
 
The Obama administration does not need to preside over the worst economic crisis since the Great Depression.  Unemployment insurance trust funds are still solvent.  Most theorists agree the people and economy would benefit more from freedom from an intrusive government than from a totalitarian dictatorship that is incapable of managing their own affairs, let alone the private matters of firms and families that have already been needlessly complicated by defective legislative products such as ARM loans and warrantless domestic spying or more specifically the $700 billion Bush bailout that would be more economical if converted to a $7 million grant for the trial of war criminals and recovery of laundered monetary instruments from the previous administration. The FY 2008 $407 billion deficit, 2.7% of the GDP, includes $117 billion from individual rebates and other effects of the enacted economic stimulus legislation, without which the deficit would have been $272 billion. 
Because the bailout bill did not pass until FY 2009 and $350 billion have already been administrated there is no hope for a balanced budget in FY 2009.  CBO predicts the baseline deficit to be $489 billion, 3.3% of the GDP, before the $350 billion cost of the bailout and $100 billion of the cost of the conservatorship that bring the deficit to $932 billion, a record 6.3% of the GDP.  Fiscal discipline should however be put in place so that the budget would be balanced if it were not for the bailout.  3 percent is the deficit number seen as most relevant to economists because it is the statutory deficit limit in the European Union. In dollar terms, the record is the $413 billion deficit recorded in 2004.  In FY 2010 CBO estimates a baseline deficit of $178 billion, 1.1 percent of GDP,  this does not however include the $100 billion cost of the mortgage bailout or $350 billion second installment of the financial sector bailout, that brings the FY2010 deficit as high as $528 billion, or 3.4 percent of the GDP.   After the bailout is finished, in FY 2011 CBO predicts that the deficit will fall to $103 billion, 0.6 percent of GDP and to reach balance in 2012.  
Although a deficit for FY 2009 is a foregone conclusion, the Obama administration is not powerless.  The Obama administration has the authority the revoke the $200 billion cost of the GSE  conservatorship and the $700 billion cost of the bank bailout so that the budget could be balanced FY 2009, but this is very unlikely to occur.  If the Obama administration were to limit spending on the GSE implement to what has already been spent and seek to recover spending on overpriced assets the new administration could balance the budget as soon as FY 2010 and definitely by FY 2011.  The economic crisis is however very real and reduced tax revenues have impacted on state budgets that are required under state law to be balanced.  Should illegal toxic market subsidies cease and industrialized nation currencies be devaluated the economy should begin to recover.  
Fig. 1-8 State Budget Shortfalls FY2009
	 
	Facing a Budget Gap?
	Gap Before Budget Adopted (in millions)
	Additional Mid-Year Gap (in millions)
	Additional Gap as % of FY2009 General Fund
	Total Gap (in millions)
	Total Gap as % of FY2009 General Fund

	 

	United States
	44+DC
	$47,600 
	$46,400 
	9.5%
	$93,900 
	14.2% 
	

	 

	Alabama
	Yes
	$784 
	$1,100 
	12.7%
	$1,800 
	22.2% 
	

	Alaska
	Yes
	No pre-existing gap 
	$360 
	6.8%
	$360 
	6.8% 
	

	Arizona
	Yes 1
	$1,900 
	$1,600 
	15.9%
	$3,500 
	34.8% 
	

	Arkansas
	Yes
	$107 
	No mid-year gap 
	NA
	$107 
	2.4% 
	

	California
	Yes
	$22,200 
	$13,700 
	13.6%
	$35,900 
	35.5% 
	

	Colorado
	Yes
	No pre-existing gap 
	$604 
	7.7%
	$604 
	7.7% 
	

	Connecticut
	Yes
	$150 
	$1,300 
	7.7%
	$1,500 
	8.5% 
	

	Delaware
	Yes
	$217 
	$226 
	6.2%
	$443 
	12.2% 
	

	District of Columbia
	Yes
	$96 
	$131 
	4.1%
	$227 
	3.6% 
	

	Florida
	Yes
	$3,400 
	$2,300 
	9.0%
	$5,700 
	22.2% 
	

	Georgia
	Yes 1
	$245 
	$2,200 
	10.3%
	$2,400 
	11.5% 
	

	Hawaii
	Yes
	No pre-existing gap 
	$232 
	4.0%
	$232 
	4.0% 
	

	Idaho
	Yes
	No pre-existing gap 
	$217 
	7.4%
	$131 
	7.4% 
	

	Illinois
	Yes
	$1,800 
	$2,000 
	7.0%
	$3,800 
	13.4% 
	

	Indiana
	Yes
	NA 
	$763 
	5.8%
	$763 
	5.8% 
	

	Iowa
	Yes
	$350 
	$134 
	2.1%
	$484 
	7.6% 
	

	Kansas
	Yes
	No pre-existing gap 
	$185 
	2.9%
	$185 
	2.9% 
	

	Kentucky
	Yes
	$266 
	$456 
	4.9%
	$722 
	7.8% 
	

	Louisiana
	Yes
	NA 
	$341 
	3.7%
	$341 
	3.7% 
	

	Maine
	Yes
	$124 
	$140 
	4.6%
	$265 
	8.6% 
	

	Maryland
	Yes
	$808 
	$691 
	4.6%
	$1,500 
	10.0% 
	

	Massachusetts
	Yes
	$1,200 
	$2,400 
	8.4%
	$3,600 
	12.7% 
	

	Michigan
	Yes
	$472 
	$200 
	0.9%
	$672 
	2.9% 
	

	Minnesota
	Yes
	$935 
	$426 
	2.5%
	$1,400 
	7.9% 
	

	Mississippi
	Yes 1
	$90 
	$175 
	3.4%
	$265 
	5.2% 
	

	Missouri
	Yes
	No pre-existing gap 
	$342
	3.8%
	$342 
	3.8% 
	

	Montana
	No
	NA 
	NA
	NA
	NA 
	NA 
	

	Nebraska
	No
	NA 
	NA
	NA
	NA 
	NA 
	

	Nevada
	Yes
	$898 
	$536
	7.3%
	$1,400 
	19.6% 
	

	New Hampshire
	Yes
	$200 
	$50
	1.6%
	$250 
	8.0% 
	

	New Jersey
	Yes 1
	$2,500 
	$2,100
	6.5%
	$4,600 
	14.2% 
	

	New Mexico
	Yes
	No pre-existing gap 
	$454
	7.5%
	$454 
	7.5% 
	

	New York
	Yes
	$4,900 
	$1,700
	3.0%
	$6,400 
	11.7% 
	

	North Carolina
	Yes
	No pre-existing gap 
	$800
	3.7%
	$800 
	3.7% 
	

	North Dakota
	No
	NA 
	NA
	NA
	NA 
	NA 
	

	Ohio
	Yes 1
	$733 
	$1,200
	4.2%
	$1,900 
	6.8% 
	

	Oklahoma
	Yes
	$114 
	No mid-year gap 
	NA
	$114 
	1.7% 
	

	Oregon
	Yes
	No pre-existing gap 
	$442 
	6.6%
	$442 
	6.6% 
	

	Pennsylvania
	Yes
	No pre-existing gap 
	$2,300 
	8.1%
	$2,300 
	8.1% 
	

	Rhode Island
	Yes
	$430 
	$372 
	11.4%
	$802 
	24.5% 
	

	South Carolina
	Yes
	$250 
	$554 
	8.1%
	$804 
	11.7% 
	

	South Dakota
	Yes
	No pre-existing gap 
	$27 
	2.2%
	$27 
	2.2% 
	

	Tennessee
	Yes 1
	$468 
	$884 
	7.8%
	$1,400 
	12.0% 
	

	Texas
	No
	NA 
	NA 
	NA
	NA 
	NA 
	

	Utah
	Yes
	No pre-existing gap 
	$620 
	10.4%
	$620
	10.4% 
	

	Vermont
	Yes
	$59 
	$66 
	5.4%
	$125
	10.3% 
	

	Virginia
	Yes
	$1,200 
	$1,100 
	6.7%
	$2,300
	13.8% 
	

	Washington
	Yes
	No pre-existing gap 
	$509 
	3.4%
	$509
	3.4% 
	

	West Virginia
	No
	NA 
	NA 
	NA
	NA
	NA 
	

	Wisconsin
	Yes
	$652 
	$346 
	2.5%
	$998
	7.1% 
	

	Wyoming
	No
	NA 
	NA 
	NA
	NA
	NA 
	


Source: Kaiser Family Foundation. State Health Facts. January 29, 2009
 
Chapter 2
Balanced Account Deficit 

Sec. 10 System of National Accounts

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. 

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.  
"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.   
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.  

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. Ultimately, in 1953, the United Nations wrote 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, New York.

The chief impetus to the development of economic accounts 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.  

Sec. 20 $1 Trillion Account Deficit

Account Deficit = Budget Deficit + International Trade Deficit

An account deficit is defined as the sum of the national budget and international trade deficits in goods and services.  2004-2006 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, 2007 it went down to an estimated - $868 billion.   In 2007 the USA managed to beat the trillion dollar account deficit.  The trade deficit 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.  However as the result of the cost of the stimulus programs to the budget deficit, the progress did not continue into 2008.  Although the international trade deficit declined to -$677 billion the budget deficit of -$407 billion resulted in an account deficit of -$1084.  In 2009 the account deficit is expected to climb to -1,125 billion and then drop below the trillion dollar mark in 2010 or 2011, providing progress continues in the balance of international trade.  
Fig. 2-1 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
	-407
	-677
	-1084
	9,364
	14,401

	2009
	40
	505.3
	599.95
	2,855
	3,071
	--932
	
	
	9,905
	15,120

	2010
	50
	515.3
	635.31
	2,950
	3,071
	-528
	
	
	10,501
	15,881

	HA
	
	
	
	 
	 
	 
	
	
	 
	 

	2009
	75
	375
	511.5
	2,855
	2,710
	-500
	-625
	-1125
	8,650
	15,120

	2010
	90
	390
	531.7
	2,950
	2,825
	0
	-500
	-500
	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 is expected to be solvent until 2017 and provided the military returns their surplus funding should return as much as half of their surplus revenues to the general fund in order to balance the budget.  Medicare needs to improve their oversight of unnecessary, involuntary 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.  

Sec. 30 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. 2-2 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


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. 2-3: Top 5 US Trading Partners 2005 (in billions)

	Fig. 2-3
	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. 2-4 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.  
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.
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Souce: Badiali, Matt. America to Stop all Oil Imports from the Middle East. Stansberry & Associates. 2006

Sec. 40 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 spending limits under 2USC(20)§901 to achieve deficit targets under 2USC(20)I§903.   

Budget Deficit = Revenues – Expenditures

At the end of FY 2007 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. 2-6 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. 

[image: image66.wmf]0.00%

5.00%

10.00%

15.00%

20.00%

% GDP

5.70%

7.10%

8.00%

8.90%

10.30%

12.20%

13.70%

13.50%

15.50%

1965

1970

1975

1980

1985

1990

1995

2000

2005

Before the recession 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 estimated that federal debt will reach the then 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 Indebted 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.

Sec. 50 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. 2-11: 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. 

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.  

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.

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.  
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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. 2-14 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. 2-15: 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. 2-16: 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. 60 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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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 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 except that the cause of the deficit is waste fraud and abuse.  This defense is actually very solid.  Why should the one solvent agency in the United States, that is the only source of revenue for the citizen have to pay for the crimes of mostly military and medical overspending.  There is however the problem of good intention and administration must not self interestedly undermine the  social security of population by allowing military and medical spending to act with impunity.  In practice social security, with the exception of their disability lawyers, are socially secure but as the only helping and caring professionals on the payroll are underbudgeted and understaffed to process the medical malpractice claims couched as disability petitions.    

Fig. 2-18 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. 2-19: 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. 80 Real Estate Market

Fig. 1-20: 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. 1-21: 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. 90 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.  
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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. 1-27: 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. 1-28: 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: Department of Commerce Bureaus of Economic Analysis and of the Census
Chapter 3

Black Medicare and Social Security
Sec. 100 Social Security Reform
Social security is the federal program to insure the disabled and elderly against destitution.  Mostly over the past decade, the Old Age Survivor Insurance Trust fund has accumulated more than $2 trillion in assets and has become the last bastion of solvency in the federal government.  Against a backdrop of dire predictions about the exhaustion of the trust funds in the distant future the Social Security administration saved nearly a quarter of their revenues and was the primary issuer of bonds for the federal deficit and war effort.  The two long term issues regarding social security are first, whether the program can be adapted to alleviate poverty in general and second, if the program can be securely incorporated into the general revenue system to alleviate the budget deficit.  The three major issues facing the social security programs at this time are the disability backlog resulting from understaffing and under budgeting of the social security offices, the unemployment extension and universal health care.     

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 continued these policies and sustained a balanced budget.   

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.
The current issues of social security reform involves allowing SSA sufficient staffing to administrate the benefits they have been saving to write bonds for the unwise spending of the administration.  The number of disabled workers drawing Social Security Disability Insurance has more than doubled since 1990 from 3 million to 6.5 million, an increase of 117% and the number of disabled SSI beneficiaries has increased during this same time period by 66%.  1.4 million people were awaiting a decision on their initial claim or appeal for Social Security or Supplemental Security Income (SSI) disability benefits as of early 2008. Initial applications for disability benefits have grown over 20% in the last decade. As of March 2008 the backlog of appealed cases is over 750,000. These people wait, on average, nearly 500 days from the beginning of their claim to receiving a final determination. Almost 300,000 of these cases are over a year old. If SSA continues the current process of excessively denying eligible claimants initially, the administrative costs will naturally escalate as more cases continue to be appealed and waiting times increase.  Obviously, wrongful initial denials cause great hardship to citizens who have paid their Social Security taxes to obtain insured status and do not receive the benefits to which they are entitled.

The dramatic increase in the disability claims backlog coincides with this period of under-funding the agency, leaving people with severe disabilities to wait years to receive the benefits to which they are entitled.  The average processing time for cases at the hearing level has increased dramatically since 2000, when the average time was 274 days.  In the current fiscal year, SSA estimates that the average processing time for disability claims at the hearing level will be 535 days, nearly twice as long as in 2000.  The primary reason for the continued and growing disability claims backlogs is that SSA has not received adequate funds for its management costs. Although Commissioner Astrue has made reduction and elimination of the disability claims backlog one of his top priorities, without adequate appropriations, the situation will deteriorate even more.  
Fig. 3-1 SSA Budget and Staffing Shortfalls FY 2005-2010
	Fig. 3-1
	FY 2005
	FY 2006
	FY 2007
	FY 2008
	FY 2009
	FY 2009
	FY 2010

	Budget Proposed
	9,379,324
	9,403,000
	9,496,000
	9,677,000
	10,327,000
	11,000,000
	11,250,000

	Budget Enacted
	9,178,556
	9,286,000
	9,294,000
	9,745,000

+350,000
	
	
	

	SSA Full-Time Equivalents (FTEs)
	62,937
	63,131
	58,885
	60,064
	60,293
	65,000
	70,000

	Overtime/Lump Sum Leave
	4,559
	2,398
	1,307
	2,231
	2,245
	1,000
	


	Total SSA Work years (including OIG) 
	68,764
	65,529
(-3,235)
	61,292 
(-4,237)
	62,295 
(+1,003)   
	62,538
(+243)
	66,000

(+3,462)
	70,000

(+4,000)


The Social Security Administration’s operating budget has been insufficient to sustain current levels of staffing. Between FY 2000 and 2007, Congress appropriated less than both the Commissioner of Social Security and the President requested, resulting in a total administrative budget shortfall of more than $4 billion (Ford 2008). The SSA administration budget has been $720.0 million dollars, and about 8,000 work years reduction short for the last five years. It is interesting to note that while total Executive Branch employment is expected to increase 2.1% from FY 2006 to FY 2008, SSA’s employment is expected to decrease by 6.2%.  Overall agency employment dropped from 63,569 in 2003 to 60,206 at the end of 2007.   Based on the President’s proposed budget for the next fiscal year, SSA will have lost more than 9% of its staff in just four years.  As the result Social Security offices around the United States are being closed at an alarming rate.  Since FY 2006, at least 18 offices have been closed or merged in an effort to do more with less.  
SSA estimates that in FY 2009 it will have a staffing deficit of essentially 8,100 full-time staff.  The FY 2008 shortfall is 3,300 work-years, and the FY 2009 shortfall is projected to be 4,800 work-years.  These figures must be added together to see the cumulative shortfall of 8,100 staff.  Human services occupations, in general, are prone to high rates of burnout and turnover.  Emotional exhaustion is often associated with occupations characterized by a high level and intensity of “caring” and “helping”.  Counselor turnover in the public sector ranges from 25-50% surpassing the 19.2% annual turnover rate across all professions and 17.7% annual quit rate among health and social service employees.
It is estimated that to keep up with attrition and retirement of the past five years $10.4 billion is needed, $843.0 million above the level of funding that the President requested for Fiscal Year 2008.  We urge approval of no less than $10.1 billion for SSA in Fiscal Year 2008. Additional resources above the President’s Budget Request of $9.597 billion are absolutely essential to begin the restoration of the service levels that the public deserves from SSA.  The American Federation of Government Employees (AFGE) and other groups interested in the SSA administrative cost crisis recommended that SSA be allocated $11 billion in administrative cost or $673 million over the President’s budget for Fiscal Year 2009.  This amount would restore some lost staff and allow the Agency the opportunity to significantly reduce backlogs.  
Long-term unemployment is much higher now than at the onset of the last two recessions. At the onset of the 2001 recession, 696,000 workers were unemployed for more than six months, representing about 11 percent of all unemployed workers. Similarly, at the start of the 1990 recession, the long-term unemployed comprised 9.8 percent of all jobless workers.  Today, nearly 1.3 million workers have been unemployed for more than six months (representing nearly 17 percent of all unemployed workers).  The percentage of workers exhausting UI benefits (36%) is higher today than at the beginning of any of the past five recessions. Given this high exhaustion rate, the Congressional Budget Office (CBO) assumes that roughly 3.5 million Americans will run out of unemployment benefits before finding work this year. When economic conditions deteriorate over a period of months, Congress has routinely provided extended unemployment benefits to dislocated workers during the last five decades. Such federally funded extensions have occurred in 1958, 1961, 1972, 1975, 1982, 1991, and 2002.  Unemployment insurance (UI) is estimated to mitigate the loss in real GDP by 15 to 17 percent and saves more than 130,000 jobs in the average recession’s peak year.
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Over the first three months of this year, the U.S. economy lost a total of 232,000 jobs.  The total number of unemployed workers has already grown by 1.1 million over the last twelve months. In the last three economic downturns (1981, 1990, and 2001), a one million increase in the number of jobless Americans over one year occurred four to five months into the recession.  Claims for UI benefits have increased significantly. For the week ending March 29, initial claims jumped to 407,000 (up nearly 90,000 from the same week in the prior year), and continuing claims rose to almost three million (up nearly 450,000 from the prior year).  While there are varying degrees of unemployment among the States, local areas of high unemployment exist throughout much of the nation. There are over 100 metropolitan areas located in every region of the country with unemployment rates of six percent or higher, according to the Bureau of Labor Statistics.  

In response to the Department of Labor’s release of its April employment report, which showed a loss of 20,000 jobs in the American economy - the fourth consecutive month of job losses, Rep. Jim McDermott the Chairman of the Income and Family Support Sub Committee said,
"Today’s employment report is further proof that our economy is deteriorating under the current economic policies of this Administration, and American workers are losing their jobs through no fault of their own.  We have just marked the fourth straight month of job losses, with a total of 260,000 jobs vanishing from our economy to date, and few believe that the economy has bottomed out yet.  This is a sober reminder that Congress should act quickly to extend unemployment benefits, a belief strongly supported by governors in a letter to the Ways and Means Committee yesterday, in which they called for an extension of UI benefits. With gas prices and foreclosures continuing to climb, too many Americans find themselves living at the margins of our economy. The time is right and the time is now to extend unemployment benefits."
In response to nearly every recession over the last 50 years, Congress has provided extended unemployment benefits to both help jobless workers who are looking for work and to stabilize the overall economy.  Congress should act now to establish this basic safety net again before more workers are left without assistance.  Of the five historical recessions beginning in 1969 simulations showed that the UI program mitigated the loss in real GDP by about 15 percent over all the quarters in each recession.  The impact of UI in the 1990’s recession was found to be more robust than in the 1980's recession, although less so than in the 1970's recession. The average peak annual number of jobs saved was 131,000. While the simulations showed a decline in annual jobs saved during the 1980s as compared with the prior decade, the number rose slightly in the 1990s.  [image: image69.png]opending on docial decurity,
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The first federal action to provide so-called “extended benefits” came during the recession of 1958, when the Congress enacted a temporary extended benefits program for workers who had exhausted their regular benefits.  Proposals to make extended benefits a permanent part of the UI program were debated in the 1960s, but the concept did not become law until 1970. The Extended Benefits program allowed claimants to receive additional benefits for up to 13 more weeks, or 50 percent of the duration of their original coverage period. The cost was shared 50-50 by States and the federal government, and the federal unemployment tax was raised by 0.1 percent to fund the federal government’s share. Under the law, extended benefits were to be triggered when the unemployment level in a state reached a specified point; the program could be triggered nationwide if the national insured unemployed rate reached a specified level.  Despite the addition of the Extended Benefits program to UI, the recessions of the 1970s, 1980s (includes two recessions), and 1990s left severe long-term unemployment in their wake, with hundreds of thousands of individuals having exhausted both regular and extended benefits. In each of these economic contractions, federal lawmakers enacted temporary supplemental benefit programs financed solely by the federal government. These emergency benefits programs, which provided payments beyond the 39th week of unemployment, were tied to state unemployment rates as triggers.
The 1969-70 recession was more typical of the expected countercyclical pattern, in that there was a UI surplus of $0.4 billion in nominal dollars in 1969 (peak). During the trough of 1970, the deficit in nominal dollars was $1.3 billion. Even though the trough was reached in that year, the deficit ballooned to $2.3 billion in 1971. The brief 1980 recession started in January (peak) and ended in July (trough), producing a deficit in UI taxes of $2.4 billion.  The UI deficit shrank to $1.6 billion during the 1981 economic growth, but then expanded to $8.4 billion in 1982. Because the second recession was deeper, the UI deficit remained above its 1980 recession level in 1983, when it totaled $3.2 billion. The first surplus in UI taxes since 1979 occurred in 1984, when the surplus reached $6.2 billion in nominal dollars.  The recession of 1990-91 saw the countercyclical UI activity eliminate a 1989 surplus of $2.8 billion in UI taxes and replace it with a deficit of $2.1 billion in 1990, a year in which the economy peaked in July and then moved downward. The economic trough was reached in March of 1991, and the UI deficit climbed rapidly to $10.1 billion in nominal dollars that year. The deficit continued, but at declining levels, until 1994, when UI taxes showed a surplus of $1.4 billion.  The recession of 2001 was devastating to the state budgets and the trust funds were depleted, they were replenished during the economic boom and in 2005 the trust funds showed a surplus of $29.3 billion.  As the result of the surge in unemployment over the past nine months funds the growth in surplus has declined however judging from the secrecy regarding trust funds balances is can be presumed that they are flush with more than enough cash to finance a $10 billion supplemental extending benefits.   

Sec. 110 Social Welfare Indicators

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.  

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. 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.

Fig. 3-3: Income and Poverty by State, 2004
	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. 120 Official Development Assistance 

Welfare is a global concern.  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.
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.  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. 
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.  In 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 2009 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. 

Fig. 3-4: 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.  

Fig. 3-5: US International Assistance Projections % of GDP and GNI, 2006-2010
	
	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


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. 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 in 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

Sec. 130 Medicare and Social Security 
The annual cost of Social Security benefits represented 4.3 percent of Gross Domestic Product (GDP) in 2007 and is projected to increase to 6.1 percent of GDP in 2035, and then decline to 5.8 percent of GDP by 2048 and remain at that level. Although the combined OASDI program passes our short-range test of financial adequacy, the Disability Insurance Trust Fund does not; in addition, OASDI continues to fail our long-range test of close actuarial balance by a wide margin. Projected OASDI tax income will begin to fall short of outlays in 2017, and will be sufficient to finance only 78 percent of scheduled annual benefits in 2041, after the combined OASDI Trust Fund is projected to be exhausted This year Medicare's Hospital Insurance (HI) Trust Fund is expected to pay out more in hospital benefits and other expenditures than it receives in taxes and other dedicated revenues.  In December 2007, 40.9 million people received OASI benefits, 8.9 million received DI benefits, and 44.1 million were covered under Medicare. All four trust funds showed net increases in assets in 2007.  Together these trust funds are the largest assets of any State party.

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.
Fig. 3-6: 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.
Fig. 3-7:-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. 140 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
Fig. 3-8: 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.  
Fig. 3-9: 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. It is important that unnecessary and involuntary procedures are not compensated by Medicare.

Sec. 150 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 
Fig. 3-10: 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.

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. The principle of financial-risk protection ensures that the cost of care does not put people at risk of financial catastrophe whereas affordable tax contributions and private health insurance of the wealthy would offset the cost of treating the poor.  

1. 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.  Universal health insurance is a plan whereby the government would pay the premiums for people living at or below the poverty line, people at 150% to 200% of the poverty line would get a substantial discount.   

2. Despite the high cost of health insurance in the United States, higher than any other nation, 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. Interpretation of the disability and retirement requirements for Medicare leave many low-income workers without affordable health insurance and 15%, 45 million people are considered uninsured. 54%, 162 million are insured through their employers.  5%, 15 million are insured individually.  13%, 39 million are insured through Medicaid.  12%, 36 million are insured through Medicare.  1%, 3 million are insured through other public insurance.  Universal health insurance is therefore a priority.

3. Realization of universal coverage is dependent on organizational mechanisms that make it possible to collect financial contributions for the health system efficiently and equitably from different sources; to pool these contributions so that the risk of having to pay for health services is shared by all and not borne by each person who is sick; and to use these contributions to provide or purchase effective health interventions.  
Sec. 160 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.

Fig. 3-11: 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;

Fig. 3-12: 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. 170 Old Age Survivor Insurance

90% of retired people earn their income in part or totally from social security.  The vast majority of wealth is held by the 27% of the adult population that is over 65 who have worked their entire lives, own their real estate and own 77% of all assets. As the result of the large number of baby boomers between 2010 and 2030 the size of the 65+ population will grow by more than 75% while the population paying payroll taxes will rise less than 5%.  The initial ration of 40 productive workers to each retiree has steadily 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 Old Age and Survivor Insurance (OASI) Trust Old was begun with the original Social Security Act of 1935.  Old age insurance benefit eligibility is set forth for anybody who has (1) attained the age of 62, (2) filed an application for old age insurance or was entitled to disability benefits the month preceding attaining the retirement age.  People are eligible on the first month of attaining the retirement age. A person will not be eligible for full retirement benefits for such a time they have a monthly income above $2,500.00 from employment, annuities, investments, and royalties however the trust fund is established as a retirement investment for workers and they receive decent pensions commensurate with their investment to maintain a standard of living and they will be paid a smaller sum. 
Under current law, the age at which workers become eligible for full retirement benefits—known as the normal retirement age, or NRA—varies, depending on the individual’s year of birth. For workers born before 1938, the NRA is 65. For workers born in subsequent years, the eligibility age increases in two-month increments until it reaches 66 for workers born in 1943. For workers born between 1944 and 1954, the NRA remains at 66 but rises, again in two-month increments, until it reaches 67 for workers born in 1960 or later. Workers can still receive benefits at age 62, but the benefit they receive at that age will represent a smaller share of what they could have qualified for if they had waited until the normal retirement age to claim benefits.
In 1999, 39.5 million people, 14.3% of the 281 million people in the United States, were over 62.  Nine out of ten retirees in the US are reliant upon Old Age Insurance from the Social Security Administration for their income.  

Fig. 3-11: Operations of the OASI Trust Fund, Calendar Year 2006  

[In millions] 

	Total assets, December 31, 2005 
	 
	$1,663,037 

	Receipts: 

	 
	Contributions: 

	 
	 
	Employment taxes 
	$536,679 
	 

	 
	 
	Payments from the General Fund of the Treasury for contributions subject to refund 
	-1,892 



	

	 
	 
	 
	Net contributions 
	 
	534,787 

	 
	Income based on taxation of benefit payments: 

	 
	 
	Withheld from benefit payments to nonresident aliens 
	143 
	 

	 
	 
	All other, not subject to withholding 
	15,485 
	 

	 
	 
	 
	Total income from taxation of benefits 
	 
	15,628 

	 
	Reimbursement from the General Fund of the Treasury for costs of payments
to uninsured persons who attained age 72 before 1968 
	 
	

	 
	Investment income and interest adjustments: 
	 
	 

	 
	 
	Interest on investments 
	90,978 
	 

	 
	 
	Interest adjustments2 
	839 
	 

	 
	 
	 
	Total investment income and interest adjustments 
	 
	91,817 

	 
	Gifts 
	 
	

	Total receipts 
	 
	642,231 

	Disbursements: 
	 
	 

	 
	Benefit payments: 
	 
	 

	 
	 
	Gross benefit payments 
	461,658 
	 

	 
	 
	Offset for collected overpayments 
	-1,201 
	 

	 
	 
	Reimbursement from the general fund for excess amounts of voluntary
income tax withholding 
	-5,912 
	 

	 
	 
	Reimbursement from the general fund for unnegotiated checks 
	-52 
	 

	 
	 
	 
	Net benefit payments 
	 
	454,493 

	 
	Transfer to the Railroad Retirement "Social Security Equivalent Benefit Account" 
	 
	3,458 

	 
	Payment for costs of vocational rehabilitation services for disabled beneficiaries 
	 
	4 

	 
	Administrative expenses: 
	 
	 

	 
	 
	Costs incurred by: 
	 
	 

	 
	 
	 
	Social Security Administration 
	2,458 
	 

	 
	 
	 
	Department of the Treasury 
	557 
	 

	 
	 
	Offsetting receipts from sales of supplies, materials, etc. 
	
	 

	 
	 
	Miscellaneous reimbursements from the general fund 
	-4 



	 

	 
	 
	 
	Net administrative expenses 
	 
	3,010 

	Total disbursements 
	 
	460,965 

	Net increase in assets 
	 
	181,266 

	Total assets, December 31, 2006 
	 
	1,844,304 


Source: Table III A-1 2007 Report of the OASDI Trustees
A nursing facility must care for its residents in such a manner and in such an environment as will promote maintenance or enhancement of the quality of life of each resident. A nursing facility must provide (or arrange for the provision of)

1. nursing and related services and specialized rehabilitative services to attain or maintain the highest practicable physical, mental, and psychosocial well-being of each resident;

2. medically-related social services to attain or maintain the highest practicable physical, mental, and psychosocial well-being of each resident;

3. pharmaceutical services (including procedures that assure the accurate acquiring, receiving, dispensing, and administering of all drugs and biologicals) to meet the needs of each resident;

4. dietary services that assure that the meals meet the daily nutritional and special dietary needs of each resident;

5. an on-going program, directed by a qualified professional, of activities designed to meet the interests and the physical, mental, and psychosocial well-being of each resident;

6. routine dental services (to the extent covered under the State plan) and emergency dental services to meet the needs of each resident; and

7. treatment and services required by mentally ill and mentally retarded residents not otherwise provided or arranged for (or required to be provided or arranged for) by he State under 
One month after an insured person dies a sum of not less than $255 is made payable to the widow or widower of the deceased.  Should the deceased have been eligible or receiving disability or old age insurance and the spouse was not eligible but dependent upon the deceased income the surviving spouse and children are eligible for 75% of normal benefits of the deceased.  
Sec. 180 Disability Insurance

The Disability Trust Fund was established on August 1, 1956 when President Dwight D. Eisenhower signed into law the 1956 Amendments that set forth what is now a 1.7% taxation of total wages.  The term ''disability'' is defined to mean the inability to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment which can be expected to result in death or which has lasted or can be expected to last for a continuous period of not less than 12 months.

An individual shall be determined to be under a disability only if his physical or mental impairment or impairments are of such severity that he is not only unable to do his previous work but cannot, considering his age, education, and work experience, engage in any other kind of substantial gainful work which exists in the national economy.  An individual shall not be considered to be under a disability unless he furnishes such medical and other evidence of the existence thereof as the Commissioner of Social Security may require.  An individual's statement as to pain or other symptoms shall not alone be conclusive evidence of disability as defined in this section; there must be medical signs and findings, established by medically acceptable clinical or laboratory diagnostic techniques, which show the existence of a medical impairment that results from anatomical, physiological, or psychological abnormalities which could reasonably be expected to produce then pain, poverty or other symptoms alleged. 

Every individual who - (A) is insured for disability insurance benefits  (B) has not attained retirement age of 62 (C) has filed application for disability insurance benefits, and (D) is under a disability shall be entitled to a disability insurance benefit beginning with the first month during all of which he is under a disability and in which he becomes so entitled to such insurance benefits that shall not terminate until nine months after such physical or mental disability is determined to have ceased and a period of trial work yielding substantial gains bringing the person above the determined poverty line has been completed. 

Fig. 3-12: Operations of the DI Trust Fund, Calendar Year 2006  

[In millions]

	Total assets, December 31, 2005 
	 
	$195,623 




	Receipts: 
	 
	 

	 
	Contributions: 
	 
	 

	 
	 
	Employment taxes 
	$91,129 
	 

	 
	 
	Payments from the General Fund of the Treasury for contributions subject to refund 
	-321 



	 

	 
	 
	 
	Net contributions 
	 
	90,808 

	 
	Income based on taxation of benefit payments: 
	 
	 

	 
	 
	Withheld from benefit payments to nonresident aliens 
	4 
	 

	 
	 
	All other, not subject to withholding 
	1,226 
	 

	 
	 
	 
	Total income from taxation of benefits 
	 
	1,230 

	 
	Investment income and interest adjustments: 
	 
	 

	 
	 
	Interest on investments 
	10,518 
	 

	 
	 
	Interest adjustments 1 
	85 
	 

	 
	 
	 
	Total investment income and interest adjustments 
	 
	10,603 

	Total receipts 
	 
	102,641 

	Disbursements: 
	 
	 

	 
	Benefit payments: 
	 
	 

	 
	 
	Gross benefit payments 
	93,113 
	 

	 
	 
	Offset for collected overpayments 
	-729 
	 

	 
	 
	Reimbursement from the general fund for excess amounts of voluntary
income tax withholding 
	-678 
	 

	 
	 
	Reimbursement from the general fund for unnegotiated checks 
	-26 
	 

	 
	 
	 
	Net benefit payments 
	 
	91,680 

	 
	Transfer to the Railroad Retirement "Social Security Equivalent Benefit Account" 
	 
	388 

	 
	Payment for costs of vocational rehabilitation services for disabled beneficiaries 
	 
	61 

	 
	Administrative expenses: 
	 
	 

	 
	 
	Costs incurred by: 
	 
	 

	 
	 
	 
	Social Security Administration 
	2,220 
	 

	 
	 
	 
	Department of the Treasury 
	98 
	 

	 
	 
	Miscellaneous reimbursements from the general fund 2 
	8 
	 

	 
	 
	 
	Total administrative expenses 
	 
	2,326 

	Total disbursements 
	 
	94,456 

	Net increase in assets 
	 
	8,185 

	Total assets, December 31, 2006 
	 
	203,808 


Source: Table III A-2 2007 Report of the OASDI Trustees
The number of disabled workers drawing Social Security Disability Insurance has more than doubled since 1990 from 3 million to 6 ½ million, an increase of 117% and the number of disabled SSI beneficiaries has increased during this same time period by 66% (Warsinsky 2007).  Eleven years ago, GAO testified to the House Social Security Subcommittee that “Despite SSA attempts to reduce the backlog through its STDP initiatives, the agency did not reach its goal of reducing this backlog to 375,000 by December, 1996. The backlog at that time was defined as cases pending for more than 270 days, and the goal was to reduce pending cases to the 375,000-mark.  The hearing level backlog was “almost eliminated” from FY 1997 to FY 1999, but then grew “unabated” by FY 2006. The number of pending cases at the hearing level reached a low in FY 1999 at 311,958 cases. The numbers have increased dramatically since 1999, reaching 752,000 in FY 2008.  SSA estimates that the average processing time for disability claims at the hearing level will be 524 days and will increase to 541 days in FY 2008, nearly twice as long as in 2000.  Of the 142 hearing offices, 57 are above the 16-month average. 

In 1998 there were only 1.2 million new claims filed every year, and the backlog in the hearings process was under 400,000 claims.  In February 2007, applications for disability benefits were averaging 2.5 million per year. The Disability Determinations Services (DDS) had a little less than 550,000 initial claims pending.  By the end of 2007, there were 746,000 cases in the hearings queue waiting for an ALJ judgment.  Today, in April 2008, there are over 560,000 initial claims and 107,000 requests for reconsideration pending in the DDS and another 756,000 claims at the appellate level. The baby boomers are entering their disability prone years and the number of initial disability claims is projected to rise steadily from 2.5 million to close to 2.7 million by 2013. Unless there is a fundamental rethinking of the definition of disability and how this vital safety net fits into the 21st century, the Trustees tell us that the number of disabled workers receiving benefits is projected to grow from 7.1 million at the end of 2007, to 8.7 million in 2010.  

1.4 million people were awaiting a decision on their initial claim or appeal for Social Security or Supplemental Security Income (SSI) disability benefits as of early 2008. Initial applications for disability benefits have grown over 20% in the last decade. As of March 2008 the backlog of appealed cases is over 750,000. These people wait, on average, nearly 500 days from the beginning of their claim to receiving a final determination. Almost 300,000 of these cases are over a year old. The average processing time for cases at the hearing level has increased dramatically since 2000, when the average time was 274 days. In the current fiscal year, SSA estimates that the average processing time for disability claims at the hearing level will be 535 days, nearly twice as long as in 2000. It is important to keep in mind that this is an “average” and that many claimants will wait longer.  Petitioners frequently face delays of over 2 years when they file for either SSA or SSI disability benefits.  Only 30 % of initial claims for disability are allowed due to an archaic system in which state employees make decisions on whether claimants are eligible for a federal disability program.  If their initial claim is denied, the applicant is faced with a nightmare scenario of delays of one to three years before their appeal is decided by the Agency.  Claimants find it difficult to interact with a Social Security employee when they need assistance.  25 % of the calls to the 800 number are unanswered.  If a claimant calls their local office they can’t get through 51% of the time.  

The primary reason for the continued and growing disability claims backlogs is that SSA has not received adequate funds for its management costs. Although Commissioner Astrue has made reduction and elimination of the disability claims backlog one of his top priorities, without adequate appropriations, the situation will deteriorate even more (Ford 2008).  If SSA continues the current process of excessively denying eligible claimants initially, the administrative costs will naturally escalate as more cases continue to be appealed and waiting times increase.  Obviously, wrongful initial denials cause great hardship to citizens who have paid their Social Security taxes to obtain insured status and do not receive the benefits to which they are entitled.

The dramatic increase in the disability claims backlog coincides with this period of under-funding the agency, leaving people with severe disabilities to wait years to receive the benefits to which they are entitled. SSA must be given enough funding to make disability decisions in a timely manner and to carry out other critical workloads. Due to the serious consequences of continued funding of SSA’s administrative expenses at inadequate levels, we strongly recommend that SSA receive $11 billion for its FY 2009 . We support the Commissioner’s budget request of $10.44 billion. But, at a minimum, we urge that SSA be provided with no less than $10.1 billion, the amount recommended in the Fiscal Year 2008 Budget Resolution conference agreement.
Sec. 190 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.

Fig. 3-13: 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. 200 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.
Fig. 3-14: 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.

Poorly targeted stimulus can exacerbate macroeconomic problems, even during a national economic downturn. If fiscal relief dollars go to states with relatively healthy economies, the federal deficit can increase without the countervailing advantage of providing stimulus.  In principle, an automatic stabilizer acts to dampen fluctuations in the level of economic activity.  Automatic countercyclical programs are designed to ensure that fiscal injections or withdrawals occur in a timely fashion, without design or implementation delays that accompany discretionary policy.  As an automatic stabilizer, a fiscal instrument works with no discretionary policy decisions required.  Recessionary declines in economic activity are met with expansionary levels of fiscal expenditure and reduced taxes. Potential inflationary expansions are slowed by the increased levels of taxes and reduced expenditure. Public expenditures act as fiscal injections in the macro-economy. Fiscal injections also act on the economy with a multiplier effect. Changes in government expenditures lead to changes in the level of economic activity in the same direction.  Increasing public expenditure adds to the level of aggregate demand for a given level of income. Macro-economic multiplier effects of the increased government expenditures work through the economy and lead to increases in the level of income. Decreased public expenditure slows the economy. Reducing government spending for a given level of income reduces aggregate demand and aggregate expenditure.

The expenditures and taxes of the UI program act in tandem as an automatic stabilizer. In the core UI program (regular and extended benefits), expenditures and taxes operate without external intervention. That is, during periods of expansion and rising employment, taxes are collected automatically according to pre-established guidelines. During economic contractions, employment levels fall, tax collections slow, and benefit payouts rise to UI claimants under pre-established terms and conditions.  Consistent with the theory and empirical evidence of automatic economic stabilizers, these attributes serve as counterbalances to the direction of the economy: During an expansion, UI taxation rises and UI benefits fall, dampening inflationary pressures of economic growth. During a contraction, injections of UI benefits flow into the economy and UI taxation decreases, moderating the contraction’s severity.  There are currently three tiers of UI benefits, each with a different level of automaticity. The regular benefits program is the most fully automatic: regular UI benefits flow to qualified unemployed workers immediately, without any external policy intervention required. Extended benefits, which flow to qualified claimants who have exhausted their regular benefits, are less automatic: they become available when unemployment reaches a specified “trigger” level. Supplemental UI benefit programs are the least automatic tier of UI benefits: they become available only by an act of the U.S. Congress.  

Sec. 210 Military Budget Adjustment

Gross aggregate military expenditure worldwide is around $1 trillion. 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 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.

Fig. 3-15: 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. 220 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. Having first 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 3-16: 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 3-17: 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. 230 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 4
Buy American Goods 

Sec. 240 Buy American Goods 

This report was released on the first day of December 2006 when the trade deficit first began to decline.  Merchants, manufacturers and consumers must continue to 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. 

Fig. 4-1: Seasonally Adjusted Current-Account Balance, 1998-2008
[image: image21.png]Current-Account Balance and Its Components
[Seasonally adjusted]

100
50 Balance on income Em
————— _

Balance on goods

1998 1989 2000 2001 2002 2003 2004 2005 2006

US. Bureau of Esonomic Analysis




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.

Fig. 4-2 Balance on Goods and Services Trade, 1999-2006
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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.

Fig. 4-3: 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. 250 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.

Fig. 4-4: History of Minimum Wage, 1938-2008
[image: image24.jpg]Real Dollars

20000

16000

12000

8000

4000

0
19:

138

1948 1958 1968 1978 1988 1998 2008
Year

verty Level W Minimum Wage




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.  

The U.S. economy shrank at a -0.3 percent annual rate in the third quarter, its sharpest contraction in seven years as consumers cut spending and businesses reduced investment in the face of rising fears that recession was setting in.  The Commerce Department said the third-quarter contraction in gross domestic product was the steepest since the corresponding quarter in 2001 though it was slightly less than the 0.5 percent rate of reduction that Wall Street economists surveyed by Reuters had forecast.   Consumer spending, which fuels two-thirds of U.S. economic growth, fell at a 3.1 percent rate in the third quarter -- the first cut in quarterly spending since the closing quarter of 1991 and the biggest since the second quarter of 1980. Spending on nondurable goods -- items like food and paper products -- dropped at the sharpest rate since late 1950. 
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The Labor Department reports the jobless rate in October rose to 6.5 percent and companies slashed 240,000 jobs, after 284,000 in September, for a total of 1.2 million losses so far this year. The 1.5 percentage point gain in unemployment over the prior six months was the fastest since the six months ending in Feb. 1982.  The total number of unemployed Americans jumped to 10.08 million in October, the highest level in a quarter-century.  U.S. factory payrolls fell 90,000, the biggest monthly loss since July 2003, after decreasing 56,000 in September.  Payrolls at builders dropped 49,000 after decreasing 35,000. Financial firms reduced payrolls by 24,000, after a 16,000 decline the prior month.  Service industries, which include banks, insurance companies, restaurants and retailers, subtracted 108,000 workers after dropping 201,000 in the previous month. Retail payrolls decreased by 38,100, led by a loss of 20,300 jobs at auto dealerships, after a decline of 44,800.  Government payrolls increased by 23,000 after a loss of 41,000. The surge in unemployment reflected an economic cave-in in October, 
when car sales plunged 32 percent, manufacturing contracted the most in 26 years and consumer confidence fell to a record low.  The unemployment rate is predicted to increase to over 7% by second quarter 2009.

Continuing job losses coupled with declines in the value of stocks, other investments and housing prices have put consumers under severe stress. The GDP report showed that disposable personal income dropped at an 8.7 percent rate in the third quarter -- the steepest since quarterly records on this component were started in 1947 -- after rising 11.9 percent in the second quarter when most of economic stimulus payments still were flowing.  Consumers cut spending on durable goods like cars and furniture at a 14.1 percent annual rate in the third quarter, the biggest cut in this category of spending since the beginning of 1987. Car dealers have said that sales have virtually stalled, in part because tight credit makes it hard for even creditworthy buyers to get loans.  Businesses also were clearly wary about the future, cutting investments at a 1 percent rate after boosting them 2.5 percent in the second quarter. It was the first reduction in business investment since the end of 2006. Inventories of unsold goods backed up at a $38.5-billion rate in the third quarter after rising $50.6 billion in the second quarter. 

Although not directly attributed with causing the economy to fail the raising of wages logically causes employers to want to hire fewer workers.  In his General Theory Keynes stressed that when the economy suffers workers are forced to offer their services for lower rates.  This policy however is not popular in the United States and Great Britain although in totalitarian countries such as Germany and Russia wages are frequently lowered to achieve the goal of full employment.  Raising the minimum wage is probably a good thing but it led to an underlying weakness in the labor market that became severe when the economic stimulus subsidies crippled the free market.  
	 

	
	 
	 


Sec. 260 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.

Fig. 4-6: Price of Gross Domestic Purchases, 2000-2006
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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. 270 Inflation in the Price of Oil
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inflation frequently reaches 4%.  Higher costs for energy and food last year pushed inflation up by the largest amount in 17 years, even though prices generally remained tame outside of those two areas. Meanwhile, industrial output was flat in December, more evidence of a significant slowdown in the economy. Consumer prices rose by 4.1 percent for all of 2007, up sharply from a 2.5 percent increase in 2006.  The CPI report showed that the 4.1 percent increase in overall prices was the biggest since a 6.1 percent jump in prices in 1990.  Energy costs rose by 17.4 percent this past year while food costs rose by 4.9 percent. Both were the biggest increases since 1990. Gasoline prices were up 29.6 percent, the biggest increase since they soared by 30.1 percent in 1999.  The 2.4 percent rise in prices outside of food and energy was the smallest since a 2.2 percent rise in 2005. Clothing costs and the price of new cars actually fell for the year, both dropping by 0.3 percent, while airline fares, reflecting higher fuel costs, were up 10.6 percent and medical care, always one of the leading areas of price increases, rose by 5.2 percent for 2007.  Workers' wages failed to keep up with the higher inflation. Average weekly earnings, after adjusting for inflation, dropped by 0.9 percent in 2007, the biggest setback since a 1.5 percent fall in 2005.
	Year

000,000’s
	Petroleum

Balance 
	Exports 
	Imports

	2003
	-120,402
	12,693
	-133,095

	2004
	-163,378
	17,082
	-180,460

	2005
	-229,191
	22,664
	-251,856

	2006
	-278,000
	22,000
	-300,000


Driving the inflation was a sharp increase in the price of oil.  Between August of 2006 and September 2008 when the price bubble burst the increase in costs to the consumer rose from less than $2 to more than $4 at the pump. President Bush urged OPEC nations to put more oil on the world market and warned that soaring prices could cause an economic slowdown in the United States.  A barrel of light, sweet crude surpassed $100 a barrel on the New York Mercantile Exchange.  The World Bank predicts that oil prices are likely to decline gradually as record crude prices weaken demand so that a barrel of crude oil will cost $84.10 on average in 2008 and fall by 6.8 percent to $78.40 a barrel in 2009. It estimates that the average price of crude oil in 2007 was $71.20 a barrel. If you look at the fundamentals, there is scope for lower oil prices. The World Bank forecasts more or less a sustained, gradual decline in the price of oil.  

The Organization of Petroleum Exporting Countries met on Feb. 1 in Vienna, Austria, to consider increasing output. OPEC oil accounts for about 40 percent of the world's needs, and the Saudis account for 30 percent of the organizations product. Oil is commodity that requires investment, exploration, a lot of capital.  A lot of these oil producing countries are full out in terms of what they can produce.  In his petition to the Saudi King Adullah, President Bush declared, “High energy prices can damage consuming economies.  Paying more for gasoline hurts some of the American families”.  The Saudi oil minister, Ali Naimi, responded,  “The U.S. economy is significant to the oil market and demand. I'm sure no one will look with pleasure on a recession in the U.S. On the contrary, all our effort is to maintain prosperity and growth in all countries, particularly the number one consuming nation in the world”.  But the minister said oil is not the only reason for the slowing U.S. economy. "The concern for the U.S. economy is valid, but what affects the U.S. economy is more than the supply of oil.  The kingdom will raise oil production when the mnarket justified it.  Higher prices reflect supply and demand, and that there is little excess capacity in the marketplace”. Bush retorted, “a growing demand for oil, especially from fast-growing India and China, is straining supply and lifting prices”.  OPEC later defended themselves by saying, “the spike in oil prices is not correlated to the law of supply and demand but has more to do with speculation on the stock market”.  
This baffled everyone until the financial sector bailout was successful in shaking loose the price of oil and gas at the pump went down to less than $3.  Now that the price of oil has gone down, the price of commodities, such as food, should also go down or stabilize and the truly impoverished people in developing countries, who cannot or can barely afford such necessities, will not be more endangered.  The damage has however been done to the stock markets of the first world.  The energy speculators have sold, or are selling their shares.  OPEC’s economic aggression succeeded in making beggars of the first world, civil by comparison to the war crimes of the first world in Islamic countries.  The first world nations have only their own people and lack of regulation to blame for the biological warfare that accompanied the economic warfare against colonial oppression.  To recover from this financial crisis the global economy must either swiftly devaluate the currencies of the first world nations in proportion to the amount that the currency’s financial sector bailout was unfunded or the financial crisis will spread, to a limited degree, to emerging economies, who will eventually themselves print out money and subsidize their markets, and economic recovery will take much longer, because of a general lack of respect for global financial rules.
Sec. 280 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. 290 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. 300 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 4-9: Federal Funds Rate Target, 1990-2006
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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. 310 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. 320 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. 330 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. 340 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 4-10: 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.




Source: Bureau of Justice Statistics

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. 

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 5

Adjustable Rate Mortgage Ban
Sec. 350 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.   

Fig. 5-1: 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.
Fig. 5-2: 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. 360 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.   

Fig. 5-3: 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. 

Fig. 5-4: 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. 370 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. 

Fig. 5-5: 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.

Fig. 5-6: 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. 380 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%.  

Fig. 5-7: 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. 390 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. 400 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. 410 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. 420 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.

Fig. 5-8: 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. 430 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. 
Fig. 5-9: 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. 440 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. 

Fig. 5-10: 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.

Fig. 5-11: 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.  450 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.  

Fig. 5-12: 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. 460 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. 470 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. 480 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.

Fig. 5-13: 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.
Chapter 6

Universal Health Insurance
Sec. 490 The Goal of Universal Health Insurance

The United States is the only industrialized country in the world without a universal health insurance system.  Almost 20% of the non-elderly population lacks health insurance at any given time.  While over half the population have health insurance coverage through their employers and almost all the elderly are covered through Medicare, more than one in every six non-elderly Americans (45 million) lacked health insurance in 2003. Over a third (36%) of families living below the poverty line are uninsured. Hispanic Americans (34%) are more than twice as likely to be uninsured as white Americans, (13%) while 21% of black Americans have no health insurance.  More than 9 million children lack health insurance and were twice as likely to die as insured children.  Although America leads the world in spending on health care, it is the only wealthy, industrialized nation, that does not ensure that all citizens have coverage.

Fig. 6-1 Health Insurance Coverage, 2001 to 2005
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Source: Center on Budget Policies and Priorities.  The Number of Uninsured Americans is at an All Time High. August 29, 2006 

In 2007 15%, 45 million people, including 9 million children, were considered uninsured in the United States.  They did not pay any health insurance premiums beyond the 2.9% federal Medicare tax, if they 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.  80% of the uninsured were employed.  They either were not offered benefits from their employer or could not afford to purchase it.  The remaining 20% were either unemployed or self-employed and not willing to pay high individual and family rates.  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.  The most practical method of achieving universal coverage, that would least impact the existing statutory regime, is clearly to expand state Medicaid coverage to the uninsured on the basis of income.  

Fig. 6-2 Health Insurance Coverage in the US, 2006
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
America’s Health Insurance Plans (AHIP), an organization that represent more than 1,300 health insurance companies, advocates for universal coverage through subsidies to existing private insurers.  Their plan is that the federal government would provide subsidies for the purchase of private coverage to individuals and families with incomes under 400 percent of the FPL. Individuals with incomes under 300 percent of the FPL should receive proportionally greater assistance.  People at 100 percent of the FPL should be eligible for Medicaid.  Insurers would become more reliant upon taxes but would continue to collect premiums from individuals and employers.  Combined with a single payer health insurance this plan is a good way for Congress to work with the existing system to immediately realize universal coverage, improve bio-security by prohibiting medical billing, increase leverage in medical price negotiations and have the standing to nationalize the health insurance industry when the time is ripe.

Growth in health care expenditure has consistently outpaced growth in Gross Domestic Product (GDP) for three decades. The portion of the US gross domestic product (GDP) that is devoted to health care more than doubled, from 7.1 percent in 1970 to 15.3 percent in 2003.  Although the US regularly spends more money on health care per person and as a percentage of its GDP than other Western industrialized nation, according to the World Health Organization, Americans have the lowest life expectancy and highest infant mortality rates, as well as the highest proportion of uninsured citizens.  More than forty-five million low-income US workers and chronically ill individuals are unable to purchase health insurance.  These individuals are much more vulnerable than the uninsured of the 1980s and 1990s because competition among health care providers has seriously eroded their access to charity care and other traditional safety nets.  Rising health care costs will leave at least 1 in 5 and perhaps as many as 1 in 4 Americans uninsured by 2009.
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Fig. 6-3 Health Expenditure as a % of the U.S. GDP
Source: Center For Disease Control. Gross Domestic Product and National Health Expenditure

While the United States leads the world in spending on health care, countries spending substantially less than the US have healthier populations. The infant mortality rate for the U.S. is now higher than for many other industrial countries. A baby born in El Salvador has a better chance of surviving than a baby in Detroit. The infant mortality rate in Detroit is 15.5, compared to El Salvador's rate of 9.7.  Canadians live three years longer on average. Cubans have both a lower infant mortality rate than the United States and longer average lifespan.  Older Americans are significantly less healthy than their British counterparts - more diabetes, heart attacks, strokes, lung disease and cancer. Even the poorest Brits can expect to live longer than the richest Americans. 

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.  All European systems are single payer and offer universal coverage.  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.  

For a health-financing system to work it 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.

Although various organizational options exist for achieving universal coverage, a key common characteristic of successful systems is that some part of the financial contributions of households is prepaid and pooled. These contributions typically are the predominant source of domestically generated health expenditure at the national level.  There needs to be heavy reliance on compulsory sources of funding, such as taxes of various forms, payroll deductions, or mandatory insurance contributions. Voluntary prepayment can play a role in certain settings, but universal coverage is unlikely to be achieved on the basis of voluntary contributions alone. There are two major methods for collecting health finance.  The first is use of general tax revenue as the main source of finance for risk pooling, a system also referred to as tax-funded health financing. The second is introduction of social health insurance, used here to describe the situation where specific contributions for health are collected from workers, self-employed people, enterprises and the government, and are pooled into a single, or multiple, “social health insurance fund” A/58/20.

Sec. 500 HR 676 National Health Insurance Act / Medicare for All

H.R. 676, the “National Health Insurance Act/Expanded and Improved Medicare for All” offers to provide for comprehensive health insurance coverage for all United States residents.  The bill would 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 Act will reduce health disparities by race, ethnicity, income and geographic region, and to provide high quality, cost-effective, culturally appropriate care to all individuals regardless of race, ethnicity, sexual orientation, or language Representative John Conyers (MI-14) introduced the bill on January 14, 2007, at the beginning of the 110th Congress.  As of April 2008 there were 89 cosponsors.

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 United States National Health Insurance Act (or the Expanded and Improved Medicare for All Act) - Establishes the United States National Health Insurance (USNHI) Program (the Program) to provide all individuals residing in the United States and in U.S. territories with free health care that includes all medically necessary care, such as primary care and prevention, inpatient care, outpatient care, prescription drugs, emergency care, long term care, dental care, chiropractic services, vision, hearing, and mental health services.  

Under section 101 anyone residing in the United States would be eligible after filling out a form at the office of any licensed clinician.  The form would not be longer than 2 pages, and they would receive a card in the mail.  Under section 102(c) there would be no cost sharing, co-payment or deductible. Institutions would be prohibited from participating in the Program unless it is a public or nonprofit institution, for profit institutions would be given 15 years government financial assistance to make the conversion under section 103(a). Nonprofit health maintenance organizations (HMOs) that actually deliver care in their own facilities would be allowed to participate in the Program under section 103(c).  Patients would be given the freedom of choose from participating physicians and institutions. Private health insurers would be prohibited from selling health insurance coverage that duplicates the benefits provided under this Act with the exception of such insurers who sell benefits that are not medically necessary, such as cosmetic surgery benefits under section 104.  

Under section 211 the USNHI Trust Fund would finance the Program with amounts deposited: (1) from existing sources of Government revenues for health care; (2) by increasing personal income taxes on the top 5% income earners; (3) by instituting a progressive excise tax on payroll and self-employment income; and (4) by instituting a small tax on stock and bond transactions.  Under section 303 the Program gives first priority in retraining and job placement and unemployment benefits to individuals whose jobs are eliminated due to reduced administration.  Under non-bureaucratic single-payer, society would save close to $300 billion a year in healthcare costs – by eliminating private insurers and their wasteful administrations, advertising, commissions, profiteering and multi-million dollar CEO salaries. 
In 2003 the Physicians’ Working Group for Single Payer National Health Care System proposed to eliminate all for profit hospitals and private insurance plans and the creation of a single payer national health care system that would cover every American and be financed entirely with government funds.  The doctors say the efficiency of such a plan would save enough to pay for health insurance of all citizens who lacked coverage.  Under their proposed system, modeled after the Medicare system, the government would pay private doctors to provide services and would cover all medically necessary services, including long-term care, mental health and dental services, and prescription drugs and supplies.  Panels of medical experts and community representatives would determine what services were medically necessary and effective.  By eliminating the high overhead and profits of private, investor owned insurance companies; the new system would save at least $200 billion a year.  An increase in taxes to fund the new system would be fully offset by the elimination of insurance premiums and out-of-pocket costs.

The rationale is that the United States spends more than twice as much on health care as the average of other developed nations, all of which boast universal coverage. Yet over 39 million Americans have no health insurance whatsoever, and most others are underinsured, in the sense that they lack adequate coverage for all contingencies (e.g., long-term care and prescription drug costs.  The U. S. is different because we alone treat health care as a commodity distributed according to the ability to pay, rather than as a social service to be distributed according to medical need. In a market-driven system, investor-owned firms compete not so much by increasing quality or lowering costs, but by avoiding unprofitable patients and shifting costs back to patients or to other payers. This creates the paradox of a health care system based on avoiding the sick. It generates huge administrative costs, which, along with profits, divert resources from clinical care to the demands of business. In addition, satellite businesses, such as consulting firms and marketing companies, consume an increasing fraction of the health care dollar.

A National Health Insurance Program would save at least $150 billion annually by eliminating the high overhead and profits of the private, investor-owned insurance industry and reducing spending for marketing and other satellite services. Doctors and hospitals would be freed from the concomitant burdens and expenses of paperwork created by having to deal with multiple insurers with different rules - often rules designed to avoid payment. During the transition to an NHI, the savings on administration and profits would fully offset the costs of expanded and improved coverage. NHI would make it possible to set and enforce overall spending limits for the health care system, slowing cost growth over the long run.  Most economists try to limit inflation in cost growth to 3% annually, to match average increases in wages.

A National Health Insurance Program is the most affordable and most effective option for universal, comprehensive coverage. Under the current system, expanding access to health care inevitably means increasing costs, and reducing costs inevitably means limiting access. But an NHI could both expand access and reduce costs.  NHI would squeeze out bureaucratic waste and eliminate the perverse incentives that threaten the quality of care and the ethical foundations of medicine.

Four principles shape the vision of reform:

1. Access to comprehensive health care is a human right. It is the responsibility of society, through its government, to assure this right. Coverage should not be tied to employment. Private insurance firms’ past record disqualifies them from a central role in managing health care.

2. The right to choose and change one’s physician is fundamental to patient autonomy. Patients should be free to seek care from any licensed health care professional.
3. Pursuit of corporate profit and personal fortune have no place in care-giving and they create enormous waste. The U.S. already spends enough to provide comprehensive health care to all Americans with no increase in total costs. However, the vast health care resources now squandered on bureaucracy (mostly due to efforts to divert costs to other payers or onto patients themselves), profits, marketing, and useless or even harmful medical interventions must be shifted to needed care.

4. In a democracy, the public should set overall health policies. Personal medical decisions must be made by patients with their caregivers, not by corporate or government bureaucrats.
A single public plan would cover every American for all medically-necessary services including: acute, rehabilitative, long term and home care, mental health, dental services, occupational health care, prescription drugs and supplies, and preventive and public health measures. Boards of expert and community representatives would assess which services are unnecessary or ineffective, and exclude them from coverage. As in the Medicare program, private insurance duplicating the public coverage would be proscribed. Patient co-payments and deductibles would also be eliminated.  Only a single comprehensive program, covering rich and poor alike, can end disparities based on race, ethnicity, social class and region that compromise the health care of the American people. A single payer program is also key to minimizing the complexity and expense of billing and administration.  Public administration of insurance funds would save tens of billions of dollars each year. Our private health insurers and HMOs now consume 13.6 percent of premiums foroverhead1, while both the Medicare program and Canadian NHI have overhead costs below 3 percent. Our multiplicity of insurers forces U.S. hospitals to spend more than twice as much as Canadian hospitals on billing and administration, and U.S. physicians to spend about 10 percent of their gross incomes on excess billing costs. Only a true single payer system would realize large administrative savings. Perpetuating multiple payers - even two - would force hospitals to maintain expensive cost accounting systems to attribute costs and charges to individual patients and payers. 

Two thirds of the physicians who responded to a 2003 survey in Massachusetts, a state with high managed care market penetration, favored a single-payer system.  The same proportion said they would take a 10 percent reduction in fees in return for a very substantial reduction in paperwork.  A slightly smaller number said they would agree to a salary system, if their incomes were reduced by no less than 10 percent.  A resounding 89 percent felt that society has the responsibility, through its government, to provide everyone with good medical care, whether they can afford it or not.

A survey of 2193 AMA physicians found that 83 percent of psychiatrists, 69 percent of emergency specialists, 65 percent of pediatricians, 60 percent of family physicians and 55 percent of general surgeons favor a national health insurance plan.  Overall more than half of doctors now favor switching to a national health care plan and fewer than a third oppose the idea.  Current overall support 59% increased by 10% from 2002 49%.
In a 2007 CBS / New York Times Poll of March 1, 2007 ninety percent of Americans believe the American health care system needs fundamental changes or needs to be completely rebuilt. Two-thirds of Americans believe the federal government should guarantee universal health care for all citizens.  34% said providing coverage for the uninsured was the most important health related issue, ahead of reducing the cost of health care (28%), improving the quality of health care (18%), and improving the Medicare prescription drug benefit (18%). For Americans with health insurance, hearing what the candidates have to say about reducing costs is nearly as important (29%) as what they have to say about covering the uninsured (31%). 
Sec. 510 National Health Expenditure Accounts

According to CMS National Health Expenditure Accounts that date back to 1960 U.S. health care spending growth accelerated slightly in 2006, increasing 6.7 percent compared to 6.5 percent in 2005. Total health expenditures reached $2.1 trillion, which translates to $7,026 per person or 16 percent of the nation's Gross Domestic Product. The health spending share of GDP remained relatively stable in 2006, up by only 0.1 percentage point from 2005.  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, unless cost containment methods are effective. 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.  
After 3 years of declining costs the 2006 growth rate of 6.9% was the lowest since 1999.  Health spending share of gross domestic product (GDP) in 2005 was 16.0 percent, slightly higher than the 15.9 percent share in 2004.  Health expenditure tends to be counter-cyclical and in times of recession health spending, particularly Medicaid, tends to increase.  In 2005, governments financed 40 percent, $902.7 billion, of all health services and supplies while private sources financed the remaining 60 percent ($1,085 billion).   Private health insurance premium growth also slowed in 2005, increasing 6.6 percent to $694.4 billion, compared with 7.9 percent in 2004.  This was the third straight year that premium growth decelerated and the slowest rate of growth since 1997.  The employer share of private health insurance was 74.4 percent in 2005, with employees paying the remaining 25.6 percent.  Out-of-pocket spending for health care reached $249.4 billion in 2005. 

Fig. 6-4 National Health Expenditures and Growth by Source of Funds 1970-2007
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Source: Catlin, Aaron; Cowan, Cathy; Heffler, Stephen; Washington, Benjamin. National Health Spending in 2005. Health Affairs 26:1 (2007)
Medicare: In 2006, total Medicare spending grew to $401.3 billion. The introduction of the Part D benefit, which provided beneficiaries with coverage for prescription drugs, accelerated total Medicare spending; it grew 18.7 percent in 2006 compared to 9.3 percent in 2005. A 25 percent increase in Medicare Advantage enrollment in 2006 influenced a dramatic 48 percent increase in Medicare Advantage spending. At the same time, traditional fee-for-service enrollment declined 3.8 percent and its share of total Medicare spending fell from 86 to 82 percent. In 2003 Medicare paid for about 20 percent of all physician and clinical services, about 30 percent of hospital costs and home health care and 25 percent of all durable medical equipment (Cassel 2005: 117).
The expenditures for Medicare have increased from $7.7 billion in 1970 to $74.1 billion in 1986 to $159.3 billion in 1994 to $342 billion in 2005.  Between 1980 and 1985 Medicare out of pocket costs for hospital services covered by the program increased by 49% and for physician and outpatient services by 31%.  By 1984 the elderly paid as much in out of pocket health costs as a percentage of their income 15% as they had in 1965 when Medicare was enacted.  Inadequate Medicare coverage encourages a market for supplemental health insurance.  In 1999 this gap was filled by employer-sponsored coverage for 33 percent of beneficiaries, by private policies, called Medigap, for 27 percent, and by Medicaid for 11 percent.
Medicaid: Total Medicaid spending declined for the first time since the program’s inception, falling 0.9 percent to $308.6 billion. The introduction of Part D, which shifted drug coverage for dual eligibles from Medicaid into Medicare, contributed to the decline. Other reasons for the decline include continued cost containment efforts by states and slower enrollment growth, due to more restrictive eligibility criteria and a stronger economy. Payments to Medicaid recipients have increased rapidly, rising from $41.1 billion in 1985 to $107.9 billion in 1994.  
Private Health Insurance: Private health insurance premiums grew 5.5 percent in 2006 to $723.4 billion. This is the slowest rate of growth since 1997. This slowdown reflects a decline in private health insurance spending for prescription drugs, as well as a slowdown in underlying benefits. Benefit payment growth slowed, from 6.9 percent in 2005 to 6.0 percent in 2006, reaching $634.6 billion. The ratio of net cost of private health insurance (the difference between premiums and benefits) to total private health insurance premiums was 12.3 percent in 2006, slightly lower than 12.7 percent in 2005. 

Fig: 6-5 Pie Chart of Health Care Finance
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Source: CMS National Health Expenditure Accounts
Out-of-Pocket: Out-of-pocket spending grew 3.8 percent to $256.5 billion, a deceleration from 2005. This slowdown is attributable to the negative growth in out-of-pocket payments for prescription drugs, mainly due to the introduction of Medicare Part D benefit. Out-of-pocket spending accounted for 12 percent of national health spending in 2006; this share has steadily declined since 1998, when it accounted for 15 percent of health spending. Out-of-pocket spending relative to overall household spending, however, has remained fairly flat since 2003. Out of pocket spending for seniors is higher than it was before Medicare.  The premiums, deductibles and co-payments associated with Medicare and Medicare supplemental insurance consume a significant portion of senior’s income.  In 1965, before Medicare, older adults spent 19 percent of their personal income on health care.  In 1968, the percentage dropped to 11 percent.  In 2002, the typical senior on Medicare spent 22 of income on health care, an average of $3,757 per year.  For those in poor health, 10 percent of Medicare beneficiaries pay an average of $9,174 or more out of pocket.  More than $9,000 per year obviously has greater impact on lower-income households.  

Fig. 6-6 National Health Expenditures by Spending Category 1970-2005
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Source: Catlin, Aaron; Cowan, Cathy; Heffler, Stephen; Washington, Benjamin. National Health Spending in 2005. Health Affairs 26:1 (2007)
Hospitals: Hospital spending continued a gradual deceleration (from 8.2 percent growth in 2002), growing 7.0 percent in 2006 to $648.2 billion. The 2006 trend was partially driven by a lower utilization of hospital services, especially within Medicare, as fee-for-service inpatient hospital admissions declined. 

Physician and Clinical Services: Spending on physician and clinical services also slowed, growing 5.9 percent in 2006 to $447.6 billion; this is the slowest rate of growth since 1999. The slowdown was driven by a deceleration in price growth, fueled by a near freeze on Medicare physician payments (the fee schedule update was 0.2 percent in 2006) which influenced private payers as well. 

Other Professional Services: Spending on other professional services, which include therapists, chiropractors, optometrists, and podiatrists, decelerated in 2006, growing 4.9% to $58.9 billion. 

Dental Services: Spending on dental services also slowed in 2006, growing 5.7 percent to $91.5 billion. 

Other Personal Health Care: Spending for other personal health care services accelerated in 2006, growing 9.5 percent to $62.2 billion. 

Home Health: Spending for freestanding home health care services decelerated from 12.3 percent in 2005 to 9.9 percent in 2006, partially due to a reduction in price growth. Despite the 2006 deceleration, home health care continues to be the fastest growing component of Personal Health Care spending. Expenditures were $52.7 billion in 2006. 

Nursing Homes: Spending for freestanding nursing homes reached $124.9 billion in 2006. Growth was 4.9 percent in 2005 and decelerated to 3.5 percent in 2006, which is the slowest rate of growth since 1999. This deceleration is partially attributable to a reduction in nursing home price growth. 

Prescription Drugs: Prescription drug spending accelerated for the first time in six years, from a low of 5.8 percent in 2005 to 8.5 percent in 2006. Spending reached $216.7 billion. Roughly half of this growth was due to increased use of prescription drugs (partly a result of coverage now available under Part D), as well as new indications for existing drugs, growth in therapeutic classes, and increased use of specialty drugs. A higher generic dispensing rate in 2006 helped to restrain spending growth, which despite the acceleration still remained well below the average annual growth of 13.4 percent per year between 1995 and 2004. 
Before the 1990s the growth in hospital and physician services eclipsed expenditures for prescription drugs, reducing the pharmaceutical share of total health care expenditures to less than 6 percent.  A surge of expansion since 1995 has increased this to more than 10 percent, with annual growth rates rising from 6.5 percent in 1993 to 26 percent in 1999 (Cassel 2005: 141).  After 1997, when the US FDA relaxed the rules on drug advertising, direct to consumer advertising rapidly increased, taking up about $2.5 billion of a $15.7 billion marketing budget for the industry by 2000. The costs of drug expenditures for private insurers rose from almost nothing in 1965 to about one third of total costs in 1990 and over half by 1998.  Out of pocket costs also increased.  Even with MMA out of pocket expenses are likely to grow.  Nearly half, 48 percent of the increasing cost for prescription drugs through the 1990s are attributable to greater use of prescription drugs (Cassel 2005: 142).

Durable Medical Equipment: Spending on durable medical equipment, which includes items such as eyeglasses and hearing aids, accelerated in 2006, growing 2.3 percent and reaching $23.7 billion. 

Other Non-durable Medical Products: Spending on other non-durable medical products, such as over-the-counter medicines, slowed in 2006, growing 3.5 percent to $35.6 billion. 

Fig. 6-7 Pie Chart of Health Spending Categories
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Source: CMS National Health Expenditure Accounts
Most often discussed of issues regarding the future of health expenditures is the accelerating growth in program enrollment that will occur with the retirement of the post-WWII “baby boom” generation, who will begin to turn 65 in 2011. Since 1995, as the cohort of individuals born during the great depression and World War II have become eligible for benefits, Medicare enrollment has grown by an average of 550,000 beneficiaries annually. By contrast, as the baby boomers reach age 65, Medicare enrollment is expected to increase each year by 1.6 million beneficiaries, and will reach a total of 79 million enrollees in 2030 -- double the program enrollment in 2000.  In 2006, 3.9 workers were contributing taxes for each beneficiary; by 2030 that figure is projected to fall to 2.4 and continue to decline to 2.0 workers per beneficiary by 2080.  The costs of administering the Medicare program have remained low over the years – about 2 percent of program expenditures.  

Sec. 520  Inflation in Health Insurance Premiums

Health care costs in the United States are increasing at an alarming rate, much greater than the consumer price index.  National health expenditure as a percent of GDP increased from 12.6 percent in 1990 to more than 16 percent in 2000.  Many employers have found that the cost of providing health coverage for their employees has taken an ever increasing percentage of their pre-tax profits.  One way for employers to reduce costs is by limiting coverage or implementing other programs that provide more cost-effective forms of health care.  Individual purchasers of health insurance also share the burden of increasing costs, and premiums have risen dramatically over the past several years. Since the 1970s, national health care spending has on average grown about 2.5 percentage points faster than the economy, and this trend is expected to continue. In 2005, national health expenditures totaled $2 trillion or 16 percent of the GDP, and is projected to double to $4 trillion and 20 percent of the GDP by 2016. 
Fig. 6-8 Annual Inflation in Public and Private Health Care Costs 1970-2005
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Source: Potetz, Lisa. Financing Medicare: An Issue Brief. Health Policy Alternatives, Inc. Kaiser Family Foundation. January 2008
In 2006 an estimated $723.4 billion was collected in health insurance premiums. Benefit payment reached $634.6 billion. The ratio of net cost of private health insurance (the difference between premiums and benefits) to total private health insurance premiums was 12.3 percent in 2006, 34% of total health care spending. The fundamental premise of private insurance is that each insurance contract has a price, called a premium rate.  The premium rate is the amount of money that the insured pays the insurer for the coverage promised in the contract.  Premiums are usually paid monthly, but may be paid less frequently, such as semi-annually or annually.  The actuary must consider many factors to ensure that the premium rate is both adequate and reasonable. The basic components of the gross premium rate for health insurance are expressed:

Premium  = Claims + Reserves + Expenses + Margin + Profit – Investment Income

The largest component of the gross premium rate is the cost of benefits, also known as the claim cost or expected claim.  To estimate claim costs the concept of morbidity is used to explain the frequency and severity of insured events.  An individual health insurance policy usually is not issued to a person in poor health who could be expected to become disable or hospitalized soon.  The law allows different premium rates to be charged based on demographics, but no individual can be charged a different premium rate based on his or her own health history.  There are also limits on what an insurer can charge a small employer.  For individual coverage most states require that an insurance company return a percentage, such a 50%, of the policy’s expected premium income to insureds in the form of paid benefits.
The Health Insurance Portability and Accountability Act (HIPAA) of 1996 was the first major health insurance legislation enacted at the federal level.  The act expands access to health insurance by requiring individual health insurers to provide coverage to people who lost their group coverage because they changed or lost their job; limits the pre-existing condition exclusion; requires all small group insurers to accept every small employer who applies; increases the health insurance tax deduction to 80% in 2006.  A group policy usually permits a 31 day grace period for the payment of premiums.  Claims incurred after the end of the grace period are not paid unless the policy is reinstated.
Because the tax system heavily subsidizes employer-sponsored insurance (ESI), most non-elderly Americans get their health insurance at work. Employer contributions to employee health insurance are treated as nontaxable fringe benefits and are not considered part of total compensation for income or payroll tax purposes. The tax subsidies for ESI reduced income and payroll tax receipts by as much as $200 billion in fiscal year 2007.  Section 125 of the Internal Revenue Code allows employers to administer certain employee benefits. Employees choose to receive part of their compensation either as cash wages or as one or more nontaxable fringe benefits, including health insurance.  The self-employed may deduct their health insurance premiums from income tax.  There are limitations to using tax credits to expand health insurance coverage. A program of health insurance tax credits combined with reforms of the market for non-group health insurance could significantly expand coverage, but at a very high cost.  The most cost-effective approach to expanding health insurance coverage is not a tax subsidy at all, but an expansion of an existing public program, such as Medicaid, SCHIP, or Medicare.
Health benefit costs have increased from 0.6 percent of GDP in 1960 to 4.1 percent in 2006. The amount grew over twenty-fold from $23 billion in 1960 to $537 billion in 2006. Except for a short period between 1995 through 1998, this growth has been constant. Fringe benefits other than health care and payroll taxes have also increased over this period, ranging from 3.8 percent of GDP in 1960 to 6.7 percent in 2006. Wages, meanwhile, have fallen from 51.8 percent of GDP in 1960 to 45.6 percent in 2006. The percentage of workers with health insurance coverage is estimated to have slipped from 66 percent in 1979 to 54 percent in 1998.  When sorted by hourly wage, 80 percent of workers in the highest brackets had health benefits in 1998, whereas only 26 percent of the lowest wage earners were so fortunate.  The US Bureau of Labor statistics reported similarly that the percentage of covered workers in private industry dropped from 63 percent in 1993 to 45 percent in 2003, while employee contributions grew an average of 75 percent to $229 a month for a family and $60 for an individual  

The number of uninsured Americans increased by 3.4 million between 2004 and 2006, despite improving economic conditions. In the first four years of the decade, during a period of economic recession, the number increased by 6.0 million. The dominant factor in both periods was a decline in employer-sponsored insurance coverage. Although the recent decline was less than that experienced from 2000 to 2004, growth in public coverage was small, and the number of uninsured people increased by 1.0 million children and 2.4 million adults.

Fig. 6-9 Increases in Health Insurance Premiums Compared 1988-2007
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Source: Kaiser Family Foundation. Employer Health Benefits Summary of Findings 2007
Since 2000, premiums for family health coverage have increased by 87%, compared with cumulative inflation of 18% and cumulative wage growth of 20%. 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. 2007 was the fourth consecutive year of a lower rate of growth for health insurance premiums, the lowest since 1999. However, as in prior years, the average premium increase continues to outpace workers’ earnings and inflation. 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.  The average annual total premium cost is $4,479 for single coverage and $12,106 for family coverage.

In 2007, the average percentage of the premium paid by covered workers is 16% for single coverage and 28% for family coverage, similar to the percentages reported for the last several years. However, for single coverage, over one-fifth of workers pay greater than 25% of the total premium while another fifth pay no contribution. The average general annual deductibles (for workers with a deductible) for single coverage are $461 for workers in PPOs, $401 for workers in HMOs, $621 for workers in POS plans, and $1,729 for workers in HDHP/SOs (who by definition have high deductibles).  The majority of workers have co-payments or coinsurance for physician office visits. Among the 79% of workers with co-payments for in-network office visits, 75% have a co-payment of $15, $20, or $25 per visit with a primary care physician.
Fig. 6-10 Average Annual Firm and Worker Premium Contribution, 2007
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Source: Kaiser Family Foundation Employer Health Benefits Summary of Findings 2007
Prices for non-group policies vary considerably: for example, over the 2006-2007 period, annual premiums for single coverage varied by age from $1,163 to $5,090, and between $2,325 and $9,201 for family coverage depending on the age and number of family members covered. As the result of the high cost relatively few people at lower incomes purchase non-group coverage, with one in 20 purchasing it among those with incomes at the federal poverty level ($18,660 for a family of four in 2003 dollars). As income increases, the coverage rate increases, though even at four times the poverty level, only about a quarter of individuals purchased coverage. And among those with incomes at least 10 times the poverty level, only about half purchased coverage in the non-group market. 
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. 6-11 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


Source: CMS

The new prescription drug benefit has been described as having a “doughnut hole” because there is a gap in coverage that must be filled by out of pocket spending before a patient becomes eligible for catastrophic coverage.  Specifically, in addition to the monthly premium for Part D coverage, estimated to be $35 in 2006, the standard benefit will require the beneficiary to pay every year. The first $250 in drug costs (a deductible).  25 percent of total drug costs between $2,250 and $5,100 and the greater of $2 for generics or $5 for brand name drugs or 5 percent coinsurance for each prescription.

Sec. 530 Government Health Insurance

The government has played a major role in the finance of health care since colonial times.  Today the government finances health care through a wide variety of programs, primarily the Medicare Medicaid amendments to the Social Security Act and the enforcement of workman’s compensation. In 2002 the major financers were Medicare $219 billion, less $21.9 billion in premiums, $197.1 billion.  Medicaid accounted for $117.9 billion.  Defense Health $17.8 billion. Veterans medical care for $19.5 billion.  $19.6 billion was spent on federal employee health benefits offset by $19.7 billion in income.  $36.8 billion was spent on other medical expenses mostly mental health and substance abuse treatment.  Workers' compensation programs in the 50 states and the District of Columbia and federal programs together paid $56.0 billion in medical and cash benefits in 2004, $26.1 billion was for medical care and $29.9 billion was for cash benefits. Employers' costs for workers' compensation in 2004 were $87.4 billion.  Together Medicare and Medicaid serve 87 million people at a combined cost of $602 billion in 2006.  States served 52 million Medicaid beneficiaries at a cost of $305 billion.  The Medicare program served 42 million people at a cost of $295 billion. Medicaid pays approximately 1 in 5 health care dollars and 1 in 2 nursing home dollars.  

Fig. 6-12 Pie Chart of $389 billion U.S. Government Healthcare Expenses 2000
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In 2002 the federal budget was estimated at $1,789 billion.  Gross health expenditure by the federal government was estimated at $389 billion, 21.7% of the federal budget, 4% of the $9,824.4 billion U.S. Gross Domestic Product.  The private sector was expected to contribute another $626.4 billion for a medical total of $1,005.4 billion, 13.4% of the United States GDP.   Medicare alone represented 2.5 percent of the gross domestic product (GDP) in 1996, a share that grew to 3.0 percent in 2006 and at current trends the Congressional Budget Office (CBO) estimates it will reach 6 percent of GDP by 2030, even when only outlays net of beneficiary premiums are considered.
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Fig. 6-13 Government Health Expenditure as a % of the GDP

Source: Center For Disease Control. Gross Domestic Product and National Health Expenditure. 2002 

Medicare and Medicaid were developed for the state and federal government to share in the cost of the health care of retired, disabled and increasingly low-income workers. The Centers for Medicare, Medicaid and SCHIP (CMS) is the federal administration for health care and would be the single payer if the United States were to shift to either a social or national, single payer system. CMS negotiates the Prospective Payment System (PPS) to regulate the consumer price index.  Employers and private insurance companies cut costs with HMO and negotiated Preferred Provider Organizations (PPO) between employers and contracting Managed Care Organizations (MCO) under the supervision of peer review organizations (PRO). 

The Medicare program has two trust funds, HI and SMI, established in Title XVIII Health Insurance for the Aged and Disabled, and several State administered programs in Title XIX Grants to States for Medical Assistance Programs and Title XXI State Children’s Health Insurance Program. 

1. Hospital Insurance (HI), or Medicare Part A, helps pay for hospital, home health, skilled nursing facility, and hospice care for the aged and disabled. 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.  In 2006, the payroll tax provided 86 percent of all the revenue attributed to the HI Trust Fund, and 42 percent of Medicare revenue overall.
2. Supplementary Medical Insurance (SMI) consists of Medicare Part B and Part D.  The SMI fund is financed by beneficiary premiums and the General Fund of the Treasury offsets any deficits.  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.  General revenue accounted for 76 percent of the SMI Trust Fund revenue in 2006, and 40 percent of all Medicare revenue, while beneficiary premiums made up 21 percent of the Trust Fund revenue and 11 percent of Medicare revenue overall.

3. Medicaid is the State health insurance program that is financed with 57% federal funds and 43% state taxes.  Children’s health insurance is also administered by the States.  The movement to finance   

The Social Security Act H.R. 6675 established both Medicare and Medicaid with the signature of President Johnson on 30 July 1965.  Medicare was a responsibility of the Social Security Administration (SSA) and State Medicaid programs were administrated by the Social and Rehabilitation Service (SRS). In 1977, the Health Care Financing Administration (HCFA) was created under HEW to effectively coordinate Medicare and Medicaid. In 2001, HCFA was renamed the Centers for Medicare & Medicaid Services (CMS).  

Fig. 6-14 Medicare Income, Expenditures, and Trust Fund Assets, 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: CMS 2006

For more than 40 years, Medicare has successfully provided access to needed health care services for the elderly and many people with disabilities and currently covers 44 million Americans. But persistently high rates of growth in national health expenditures combined with demographic trends pose a serious challenge to the financing of Medicare in the 21st century.  One in five dollars used to purchase health services in 2006 came through the Medicare program, which finances about one-third of all hospital stays nationally.  Since its inception, spending on Medicare has grown steadily, both in absolute dollars and as a share of the federal budget. By fiscal year 2007, Medicare’s $440 billion in total expenditures represented 16 percent of all federal outlays, exceeded only by Social Security benefits at $577 billion (21 percent) and military spending at $530 billion (19 percent).

A report on the financial status of the HI Trust Fund is released annually, as required by law, including short-run and long-run financial forecasts prepared by the Medicare actuaries. The report is issued by the Medicare Trustees, an oversight panel comprised of the Secretaries of HHS, Labor, and Treasury; the Commissioner of Social Security, and two public trustees appointed by the President. Under the Medicare actuaries’ most recent best estimates (based on their “intermediate assumptions”), annual payments from the HI Trust Fund will exceed annual income to the Trust.  Fund beginning in 2011. When such a shortfall occurs, the Trust Fund reserves are drawn upon through general revenue transfers to make up the difference. The shortfalls will accelerate rapidly each year after 2011 and in 2019, the Trust Fund balances are projected to be exhausted.  This means that even if all the payroll tax amounts that were previously loaned to the rest of the federal government are repaid with interest, the Trust Fund will not have sufficient funds in 2019 to cover the entire cost of inpatient hospital care and other Medicare Part A services (Potetz 2008).  

Fig. 6-15 Formula for General Revenue Funding

Total Medicare outlays – dedicated revenue 

_________________________________    = General Revenue Funding 

Total Medicare outlays

Source: Potetz, Lisa. Financing Medicare: An Issue Brief. Health Policy Alternatives, Inc. Kaiser Family Foundation. January 2008
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. Net benefit payments increased 10.5 percent in fiscal year 2005. This increase reflected the impact of the Medicare Modernization Act.  This cost growth is due to continuing increases in medical utilization and intensity of services. Today, there are 3.9 workers for every beneficiary, by 2030, there will only be about 2.4 workers for every beneficiary.   
Fig. 6-16 Long-Range HI Income and Cost as a % of Taxable Payroll, Intermediate Assumptions
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Source: Figure IIE1 2007 Annual Report of the Medicare Trustees

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.  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. 
The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (Pub. L. 108-173) makes the most dramatic and innovative changes to the Medicare program since it began in 1965. The $37.4 billion Medicare prescription drug plan began its first year in 2006. 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.  After one year the prescription drug plan costs much less than projected.The law setting forth Medicare payment to physicians specifies an annual update formula that would require reductions in physician fees of about 10 percent in 2008 and roughly 5 percent each year after that through at least 2016. These cuts are therefore assumed in the projections of future program costs. However, Congress has acted in recent years to prevent these cuts from taking place each year, without making changes to the underlying formula that would determine physician payments in the long run.  Most experts believe the government will continue to prevent physician payment cuts from taking place.  
Fig. 6-17 Medicare Private Fee-for-Service Enrollment, 2007
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Source: Neuman, Paticia. Private Fee for Service Plans in Medicare: Rapid Growth and Future Implications. Testimony of the Vice President and Director, Medicare Policy Project to the Subcommittee on Health of the Ways and Means Committee. The Henry J. Kaiser Foundation. May 22, 2007
Enrollment in Medicare Advantage plans increased 63% 2005-2006, reaching 8.8 million beneficiaries in January 2008.  Although most Medicare Advantage enrollees are still in HMOs and other managed care plans, the most rapid enrollment growth has been in private fee-for-service (PFFS) plans, which now account for 22% of Medicare Advantage enrollment. Much of the appeal of Medicare Advantage plans is their ability to offer broader benefits than original Medicare at little or no cost to enrollees.  Among the 5% of beneficiaries with the highest spending, those in PFFS plans could expect to pay nearly $1,000 a year more than those in other Medicare Advantage plans, $3,113 vs. $2,160.

Between 1980 and 2004, aggregate per capita Medicare spending grew at an average annual rate of 7.5 percent, while seniors’ median income grew 4.6 percent, and the average annual Social Security cost-of-living adjustment was about 3 percent. Between 1997 and 2003 Medicare beneficiaries spent a growing share of their income on health care.  Median out-of-pocket health spending increased from 11.9% of income in 1997 to 15.5% in 2003, from $1,667 to $2,501, while median income for individuals rose by 15%, from $12,000 to $13,856.  About four in 10 beneficiaries spent at least one-fifth of their income on health care in 2003.  
Studies indicate that Medicare beneficiaries experienced greater increases in out-of-pocket health spending relative to income over time and that a larger share of seniors than younger adults had relatively high out-of-pocket spending. Medicare Part B premiums have doubled since 2000, while supplemental insurance coverage, such as employer-sponsored retiree coverage, has become more expensive and less generous. The financial burden of health care spending in 2003 was greater for beneficiaries with low incomes than for those at higher income levels. That year, the median beneficiary with income below 200 percent of poverty ($17,960 single and $24,240 couple) spent about 22 percent of income on health care, while those at 400 percent of poverty or more spent less than 8 percent of their income on health care. Beneficiaries living in long-term care facilities had relatively high spending as a share of income.
Originally designed as a Federal-State program to pay for medical expenses as an extension of public assistance for the aged, blind, and dependent children, Medicaid has grown over the last four decades into the Nation’s largest health care program and a source of assistance to over 52 million Americans.  In 2003, Medicaid provided health insurance coverage to 39 million children and adults in low-income families, health and LTC assistance to 8 million low-income people with disabilities, and supplementary coverage and LTC assistance to 7 million elderly and disabled Medicare beneficiaries.  Medicaid now covers one in four American children, 18 percent of Medicare beneficiaries, and 60 percent of nursing home residents.

Fig. 6-18 Medicaid Enrollees and Expenditures by Group, 2003
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Smith, Vernon PhD; Gifford, Kathleen; Ellis, Eileen; Rudowitz, Robin; O’Mallory, Molly; Marks, Caryn. As Tough Times Wane, State Act to Improve Medicaid Coverage and Quality.  Results from a 50 State Medicaid Budget Survey for State Fiscal Years 2007-2008. Kaiser Commission on Medicaid and the Uninsured. October 2007
To finance these multiple roles, the Federal and State governments combined spent $275 billion in 2003, accounting for 17 percent of overall personal health spending.  The Federal share of Medicaid spending ranges from 50 to 77 percent, with a higher Federal share in poorer States.  Medicaid financing has helped move many low-income families from dependence on charity and free care to financial access to both public and private providers.  Medicaid’s greatest achievement for low-income families has been its sustained growth in covering a higher proportion of the low-income population, especially our Nation’s youngest and poorest children.  In 2001, Medicaid’s per enrollee

cost is $749 for children’s coverage and $1,752 for non-disabled adults compared to $1,098 and $2,253, respectively, for the low-income privately insured.  Medicaid’s low payment rates coupled with administrative burdens for providers have resulted in limited access for some services, especially specialty care.  From 1994 to 2004, the percent of enrollees in managed care has grown from 23 to 61 percent of Medicaid.  Almost 7.5 million Medicaid beneficiaries, about 5 million elderly and 2.5 million non-elderly disabled, are dually eligible beneficiaries with joint enrollment in both programs.  Seniors and people with disabilities comprise only 24% of enrollees, yet they account for 70% of program spending. The average per-person cost of caring for persons with disabilities in 2004 was $12,364 compared to $1,474 for non-disabled children and $1,942 for non-disabled adults.
The Medicaid program, which provides health coverage and long-term care support services to 58 million individuals, has been faced with some enormous challenges over the last few years. A severe economic downturn beginning in 2001 put Medicaid at the center of budget debates at the state and federal levels of government. Medicaid spending and enrollment growth peaked at the same time state revenues plummeted in 2002 forcing states to implement an array of measures to control Medicaid spending growth. As this period of fiscal stress abated, two major pieces of federal legislation with significant implications for Medicaid were implemented. The Medicare Modernization Act (MMA) was implemented in January 2006, causing over 6 million low-income seniors and individuals with disabilities who previously received their drug coverage through Medicaid to transition to Medicare Part D plans. The Deficit Reduction Act (DRA) enacted in February 2006 presented states with new Medicaid requirements as well as some new options.

Fig. 6-19 Percent Change in Medicaid Spending and Enrollment, 1998-2008
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Source: Smith, Vernon PhD; Gifford, Kathleen; Ellis, Eileen; Rudowitz, Robin; O’Mallory, Molly; Marks, Caryn. As Tough Times Wane, State Act to Improve Medicaid Coverage and Quality.  Results from a 50 State Medicaid Budget Survey for State Fiscal Years 2007-2008. Kaiser Commission on Medicaid and the Uninsured. October 2007
Total Medicaid spending growth hit a record low of just 1.3 percent for FY 2006 and states reported that total Medicaid spending growth continued at a higher but still relatively slow pace of 2.9 percent in FY 2007. Lower Medicaid spending growth occurred at the same time revenue growth in most states was strong in 2006 and remained strong, though somewhat lower into 2007. This picture is dramatically different from the depth of the economic downturn in 2002 when Medicaid spending growth hit a high of 12.7 percent at the same time state revenues plummeted hitting a low of -10.6 percent. Moving into FY 2008, state legislatures authorized total Medicaid spending growth that averaged 6.3 percent as state revenue growth was projected to be still relatively strong but somewhat less robust than it was in 2007.

States continue to expand home and community-based long-term care services. In FY 2007, 35 states expanded LTC services while in FY 2008 a total of 46 states planned to do so. The most commonly reported LTC expansion in both years was expanding existing HCBS waivers or adopting new ones. States also continued to add Programs for All-Inclusive Care for the Elderly (PACE). The DRA presented states with a number of options intended to give states increased flexibility to deliver long-term care services and supports. Thirty-one states are using the DRA “Money Follows the Person” initiative which encourages states to reduce reliance on institutional care by transitioning individuals from institutions to the community to support HCBS efforts. Nearly half (24) of states had plans to implement a Long Term Care Partnership Program in 2008 to help increase the role of private long-term care insurance.

Workers' compensation was the first form of social insurance in the United States. The first U.S. workers' compensation law was enacted in 1908 to cover federal civilian employees engaged in hazardous work. The rest of the federal workforce was covered in 1916. Nine states enacted workers' compensation laws in 1911. By 1921, all but six states and the District of Columbia had workers' compensation laws. Today each of the 50 states has its own program, as do the District of Columbia, Puerto Rico, and the U.S. Virgin Islands. Federal laws provide benefits to coal miners with black lung disease and certain energy employees exposed to hazardous material. The laws also set rules for federal workers' compensation programs covering persons outside the jurisdiction of individual states, such as long-shore and harbor workers and persons working overseas for companies under contract with the U.S. government.

Workers’ compensation provides cash benefits and medical care to employees who are injured on the job and survivor benefits to the dependents of workers whose deaths result from work-related incidents. Workers' compensation programs in the 50 states and the District of Columbia and federal programs together paid $56.0 billion in medical and cash benefits in 2004, an increase of 2.3 percent over 2003 payments. Of the total, $26.1 billion was for medical care and $29.9 billion was for cash benefits. Employers' costs for workers' compensation in 2004 were $87.4 billion, an increase of 7.0 percent over 2003 spending. Workers' compensation programs and spending vary greatly from state to state.  65% of cases are for temporary disability cases and 67% of benefits go to the permanently partially disabled and 21% to the temporarily disabled.

Fig. 6-20 Types of disabilities as a share of workers' compensation, 2001
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Source: Sengupta, Ishita; Reno, Virginia. Recent Trends in Worker’s Compensation. Social Security Bulletin. Vol. 67. No. 1 2007 
Before workers' compensation laws were enacted, a worker's only legal remedy for a work-related injury was to bring a tort suit against the employer and prove that the employer's negligence caused the injury. Under the tort system, workers often did not recover damages and experienced delays or high costs when they did. Although employers often prevailed in court, they were at risk for large and unpredictable losses when workers' suits were successful. 
Ultimately, both employers and workers favored legislation to ensure that a worker who sustained an occupational injury or disease arising out of or in the course of employment would receive predictable compensation without delay, irrespective of who was at fault. In return, the employers' liability was limited. Under the "exclusive remedy" concept in workers' compensation, the worker accepts program payments as compensation in full and gives up the right to sue for damages. 

Sec. 540 Children’s Health Insurance

The number of children who are uninsured rose from 7.9 million in 2004 to 8.3 million of 65.1 million children in 2005.  Since 1998, when SCHIP began, the percentage of uninsured children has been dropping steadily, from a high of 15.4 percent to 10.8 percent in 2004.  Over the last decade, Medicaid and SCHIP together have helped to reduce the rate of low-income uninsured children by about one-third. Among children under 18, the number covered by Medicare and SCHIP appeared slightly lower, 19.7 million, in 2005, than in 2004, 19.9 million. Projections for fiscal year 2007, which began October 1, reported that children’s health insurance programs in 17 states faced federal funding shortfalls totaling an estimated $800 million, equal to the cost of covering more than 500,000 low-income children.  

Fig.6-21 Health Insurance Coverage of Children, 2001 to 2005
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Source: Center on Budget Policies and Priorities.  The Number of Uninsured Americans is at an All Time High. August 29, 2006
Congress passed two versions of the Children’s Health Insurance Program Reauthorization Act of 2007 (CHIPRA) to expand and extend SCHIP with bi-partisan support. Both bills (HR 976 and HR 3963) were vetoed by the President primarily because it clearly favors government-run health care over private health insurance and he also objects to the financing method, which he calls a massive, regressive tax increase.  The House fell 13 votes short of the two-thirds majority needed with 273 House members and opposed by 156.  In December 2007, Congress passed S 2499 which extended SCHIP through March 2009. The bill maintains current funding levels for the program of $5 billion per year; with an additional appropriation of $1.6 billion in FY 2008 and another $0.275 billion in FY 2009 (through March 2009) to address states that have projected shortfalls.  Total SCHIP program expenditures are $2.7 billion from States and $6 billion from the federal government for a total of $8.7 billion. 
The State Children’s Health Insurance Program (SCHIP) was enacted with bi-partisan support a decade ago as part of the Balanced Budget Act of 1997 (BBA).  The original state children’s health insurance program (SCHIP) was financed by an increase in the federal excise tax on cigarettes.  Current estimates indicate that the average annual cost per child of SCHIP coverage is approximately $1,700.  The federal government pays an enhanced match for SCHIP relative to Medicaid. On average, the federal share of Medicaid is 57%, but it is 70% under SCHIP.  The proposed increase in the tobacco tax was unfair but the idea is sound.  The 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, $8 billion a year, from the Tobacco Master Settlement Agreement of November 23, 1998 to a federal tax that finances state and federal children’s health insurance.
The Bush administration proposed using the tax system to subsidize the purchase of health insurance, up to $15,000 for families, suggesting that offering parents tax deductions to offset the costs of insurance—rather than expanding the State Children’s Health Insurance Program (SCHIP)—would be an effective way to extend coverage to more children. The financial burdens for families between 150 and 300 percent of the federal poverty level would however be much higher under the tax deduction approach than under SCHIP. 92 percent of children currently enrolled in SCHIP are in families with income below 200 percent of the FPL.  79 percent of uninsured children between 150 and 300 percent of the FPL do not have even one parent with private health insurance coverage and would therefore not benefit from the subsidy.

Fig. 6-22 Percentage of Children Without Health Insurance by Income, 1997-2005
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Source: SCHIP Re-Authorization: Key Questions in the Debate A Description of New Administrative Guidance and the House and Senate Proposals. The Kaiser Commission on Medicaid and the Uninsured. August 29, 2007
The median income for all families with children is $46,700 in 2006.  In 2006, the number of uninsured children in moderate-income families increased, leaving 1.4 million children from families with incomes from 200%-299% of poverty ($41,228 to $61,842 for a family of four in 2006) uninsured. Although two-thirds of uninsured children are below 200% of the poverty level, the growing number of uninsured children in these moderate-income families reflects mounting concerns about the affordability of health insurance for middle class families. While the majority of children in moderate-income families have employer-sponsored coverage, one in ten are uninsured and about 20% depend on public coverage.  Employees in construction, agriculture or services are the least likely to have employer-sponsored coverage. Within moderate-income families, only 49% of workers in these three industries have employer-sponsored coverage, compared to 72% of workers in other industries.

Of the 8 million uninsured children, about two-thirds are estimated to be eligible but not enrolled in Medicaid and SCHIP.  Participation is generally higher for Medicaid because SCHIP covers children with slightly higher income levels, so some of those eligible may not be aware that they might qualify for public coverage, especially if they are in working families, and others might have access to private health coverage.  In the guidance released on August 17th, the Administration would limit states’ ability to expand coverage to children with family incomes above 200 percent of the poverty line. States would have to make assurances that they had enrolled at least 95 percent of the children in the state below 200 percent of poverty, as a condition for expansion.  Achieving this level of participation would be very challenging in voluntary program.  

In July 2006 , former CMS director Dr. Mark McClellan testified that “extending coverage to parents and caretakers may also increase the likelihood that their children remain enrolled in SCHIP. For example, in New Jersey, which covers parents through a section 111 demonstration, the State found that having one parent enrolled increased the likelihood that a child remains enrolled.”

Current SCHIP financing is $5 billion annually. CBO assumes that this level of funding would be continued in its “baseline”. CBO assumes that the SCHIP baseline will be $25 billion over the next five years, but that these funding levels are not adequate to maintain current SCHIP programs. To maintain or expand SCHIP coverage, Congress would need to allocate new funds, above the baseline levels, for SCHIP. An estimated $14 billion, in addition to the $25 billion in the baseline over the next five years, would be necessary just to maintain current eligibility levels for SCHIP.  The Master’s Tobacco Settlement, estimated to bring in $35 billion over 5 years, would be perfect.  With regular tobacco taxes smokers would pay for all SCHIP expenses.

The extent to which individuals drop private coverage to enroll in public coverage is one of the central debates around SCHIP reauthorization.  A Congressionally mandated evaluation of SCHIP in ten states showed that in the six months prior to enrolling in SCHIP, most children (43 percent) were uninsured for all six months. Some children had private coverage (29 percent) in the six months prior to enrolling in SCHIP, but in most cases (13 percent) this private coverage was lost as a result of a job loss or change, employer change in benefits or a change in family structure and another percent lost private coverage because they felt it was not affordable.  Extensive research on this issue shows that substitution is very low for people with lower incomes. For example, for individuals with incomes below 200 percent of the poverty level private coverage is often not available or not affordable.

Despite complete financial coverage of Well Child Care (WCC) visits, with no co-payment or deductible charges, by both insurance systems, strict adherence to American Academy of Pediatrics guidelines for WCC visits was low. Only 46% of privately insured and 35% of publicly funded children received all the recommended visits during the study period. During the same period, 17% of privately insured and 35% of publicly funded managed care patients received no WCC.  Third-party payments by gate-keeping plans on behalf of their beneficiaries were $636 versus $595 by indemnity plans. Out-of-pocket payments were on average $62 less for gate-keeping enrollees than for indemnity enrollees. After multivariate adjustment, mean per capita expenditures were approximately 4% lower for gate-keeping enrollees than for indemnity enrollees.

Sec. 550 History of Health Insurance

Historians trace the concept of prepaid health care to the 1800s, when railroads, lumber, mining and textile firms hired company doctors to treat their injured employees. Relatively few American bought health insurance in the early 1900s because medical services were inexpensive and patients often found home remedies just as effective.  Several companies offered indemnity politics that reimbursed policyholders for some portion of their medical care, but most people paid their doctor and hospital bills with cash or charity.  Early insurance legislation in the United States was concerned largely with taxation, licensing and solvency but was too limited to adequately protect the insurance buying public.  During the 1850s states began to establish special departments to look after insurance matters.  The first state insurance department was created in New Hampshire in 1851, within the next ten years most states had insurance departments.  In 1871 the National Convention of Insurance Commissioners was formed.  

The introduction of statutory health insurance is conventionally taken to mark the entry of the state into health care.  For centuries religious orders had provided an embryonic form of hospital care.  Some health care was also provided publicly by local parish and municipal government.  The state was also increasingly involved in the accreditation or licensing of doctors, as signaled by the UK’s Medical Act 1858.  Germany is viewed as the pioneer in national health care by virtue of Otto van Bismark introducing a public, compulsory system of health and sickness insurance and for industrial workers in 1883.  In France a system of medical assistance established a right to medical care for the poor in 1893 and legislation to support and encourage social insurance provision by mutualist societies in 1898.  Health insurance was made compulsory for all employees in 1930 and extended to farmers and the self-employed in the 1960s.  Health care in the UK has been shaped by a series of milestone reforms, beginning with the New Poor Law of 1834. The health insurance system instituted in 1911 was a contributory scheme for working men.  In 1946 it was replaced by the tax funded and universalist National Health Service.  Further reform brought some organization consolidation in 1974 and more radical restructuring again 1991.

A system of salaried district physicians was established in Sweden as early as the eighteenth century, reflecting a powerful and highly developed public administration.  County councils were formed in the 1860s charged with operating somatic hospitals.  Public subsidies helped to finance voluntary sickness funds from 1891, their membership increasing after 1931 once they were required to provide medical as well as cash benefits to their members.  It was not until the mid-twentieth century that a universal national health insurance scheme was implemented in Sweden in the mid 1950s.  Fee for service payment for hospital physicians were abolished in 1959 and all other private activity in public hospitals prohibited by the Seven Crowns Reform of 1970 which made hospital doctors fully salaried civil servants.  County councils were made responsible fro planning all health services in 1983.

In the United States the system of benefits introduced after the Civil War for veterans and their survivors was, in important ways, a forerunner to Social Security.  The campaign for national health insurance in the United States commenced during the Progressive era.  The Populist platform of 1896 called for a progressive income tax and public works programs to provide jobs in times of depression, very similar to what FDR would do forty years later.  Nor was America too poor a country to afford such programs.  The US in the 1920s was substantially richer than European countries, yet France, Germany and the United Kingdom all had substantial program of public aid several times as large as those in America.  In 1912 the Public Health and Marine Hospital Service changed its name to the Public Health Service (PHS) in 37 Stat. L. 309.  

The American Association for Labor Legislation (AALL) founded in 1906 as a Progressive political group of academic social scientists, labor activists and lawyers led the movement for health insurance. Within its first decade the group successfully pressed states to adopt workmen’s compensation legislation.  Workers' compensation was the first form of social insurance in the United States. The first U.S. workers' compensation law was enacted in 1908 to cover federal civilian employees engaged in hazardous work. The rest of the federal workforce was covered in 1916. Nine states enacted workers' compensation laws in 1911. By 1921, all but six states and the District of Columbia had workers' compensation laws.  Workers' compensation provides cash benefits and medical care to employees who are injured on the job and survivor benefits to the dependents of workers whose deaths result from work-related incidents.  In 1915 the organization drafted a model bill for compulsory health insurance to submit to state legislatures.  Buoyed by a 1916 editorial in the Journal of the American Medical Association that praised national health insurance, “no other social movement in modern economic development is so pregnant with benefit to the public”.  By 1920 the movement for compulsory health insurance stalled because the AMA influenced by a revolt from conservative segments of its membership against the national leadership.  The opposition lasted for over a half a century.

In 1927 the Committee on the Cost of Medical Care, composed of about sixty prominent health professionals and laypersons, was organized to address the needs of Americans who could not afford the new, improved standards of medical care.  After five years the Committee issued a final report which concluded, “as the result of our failure to utilize fully the results of scientific research the people are not getting the service they need, first because in many cases its cost is beyond their reach and second because in many parts of the country it is not available.  The report recommended that doctors and other health professionals form groups so that they could provide a comprehensive array of preventative and therapeutic services.  Funding for these services should come from periodic insurance payments and taxes, which would distribute the financial burden of illness evenly throughout the population.

In 1930 the Randsall Act, P.L. 71-251, 46 Stat. L. 379 renamed the Hygienic Laboratory the National Institute of Health (NIH).  President Franklin Delanor Roosevelt’s Federal Emergency Relief Administration (FERA) formally recognized medical care a basic human right in 1933, declaring, “conservation and maintenance of the public health is a primary function of our Government.”  FERA used that mandate to fund medical services to indigent patients through existing state and local agencies.  Against the opposition of the AMA health insurance provisions of the Social Security Act of 1935 were removed.  The nation was therefore pushed into the private work related health insurance system that prevails today.  

In 1936 Isidore S. Falk and the American Medical Association disagreed.  The greatest need is not to find more money for the purchase of medical care, but to find newer and better ways of budgeting the costs and spending the money wisely and effectively. The AMA condemned any form of corporate medical practice that would be financed through private or public intermediary agencies.  Such measures would limit patient’s choice, increase the cost and lower the standards of medical care, encourage illness, degrade the medical profession and lead to a compulsory system of care.  Organized medicine continued to use these arguments to oppose nearly every health care reform proposed during the next six decades.

In 1942 the War Labor Board provided incentives for companies to offer fringe benefits.  When the war ended 1 in 4 Americans was covered by an on the job policy that helped pay for hospital bills.  The Taft-Hartley Act further expanded coverage for workers and their dependants, as did a Supreme Court ruling against Inland Steel in the late 1940s that gave labor unions the right to negotiate benefit plans as a condition of employment.

Some insurers felt state regulation was too burdensome.  Congress therefore passed the McCarran-Ferguson Act in 1945 where it was declared that “the continued regulation and taxation by the several states of the business of insurance is in the public interest and that silence on the part of the Congress shall not be construed to impose any barrier to the regulation or taxation of such business by the several states”.  Most states adopted fair trade practice laws to prohibit unfair methods of competition and unfair practices. The insurance department is usually vested with broad powers to: license insurance companies and agents, examine companies, liquidate or rehabilitate insurance companies in financial difficulties and approve policy forms, certificates, booklets and rate manuals.

In 1946 the National Mental Health Act, P.L. 79-487, 60 Stat. L. 421, founded the National Institute of Mental Health (NIMH). The 1946 Hill-Burton Hospital Survey and Construction Act, P.L. 79-725, revolutionized medical care for the poor.  In exchange for federal assistance hospital administrators would offer free and reduced- price care for the poor.  Since 1946, more than $4.6 billion in Hill-Burton grant funds as well as $1.5 billion in loans have aided nearly 6,800 health care facilities in over 4,000 communities.  838 facilities are still obligated by the Hill-Burton Act.

The Cooperative Health Federation of America was organized in 1946 to establish standards for prepaid organizations and to promote cooperative health care.  After joining with other like minded organizations the federation emerged as the Group Health Association of America (GHAA) and moved its national office to Washington DC in 1965.  The organization represented 21 prepaid health care plans and 75 supporting organizations, but not Kaiser Permanente.   Between 1941 and 1946 the number of rural health cooperatives more than doubled to eighty six programs with 140,000 members.

Kaiser Permanente began when the steel maker Henry J. Kaiser arranged for a few doctors to provide prepaid care to his workers and their dependants at the Grand Coulee Dam construction site in the late 1930s.  By the late 1960s the Kaiser Foundation Health Plan, Kaiser Foundation Hospitals and Permanente Medical Groups had six regional divisions operating and was the largest prepaid organization in the nation, serving more than half of the prepaid subscribers in the nation.  Henry J. Kaiser said in 1971, “Of all the things I’ve done, I expect to be remembers only for the Hospitals and Health plan.  They’re the things that are filling the people’s greatest need- the need for good health care at a cost that the average family can afford.
The growing availability of private health care insurance for workers and their families during the late 1950s and early 1960s spawned what some have called the “golden age of American medicine”.  Consumer expectation and demand for medical services reach an all time high.  Blue Cross and Blue Shield plans that set reimbursement standards for the industry, were controlled by hospital boards and physicians, who compensated themselves generously.

In the 1950s many western industrialized nations nationalized their health services so that all citizens would have access to care.  But in 1953 Congress and the IRS institutionalized the link between private health insurance and work by making company contributions to employee benefit plans tax deductible.  Health insurance became a massive subsidy for the employed.
In 1958 older people reported spending more than double what younger people spent on their health care each year.  As age increased, income decreased and health declined, making it even harder to pay medical bills.  In 1962 only 38 percent of retired Americans had health insurance.  Data from the National Health Survey for the years 1958 through 1960 show that half of elderly’s short hospital stays were not covered by health insurance.  Even so, older adults with insurance used about two and a half times as much hospital care as uninsured older adults, indicating a positive correlation between availability of insurance and health care use.
P.L. 88-164, the Mental Retardation Facilities and Community Mental Health Centers Construction Act, provided for grants for assistance in the construction of community mental health centers nationwide. 1965--P.L. 89-105, amendments to P.L. 88-164, provided for grants for the staffing of community mental health centers.  Before this time mental institutions had been used to warehouse elderly people.

In 1964 a Blue Cross spokesman testified before Congress that “insuring everyone over the age sixty-five is a losing business that must be subsidized”.  President Lyndon B. Johnson signed the amendment to the Social Security Act in 1965 that created Medicare and Medicaid that subsidized medical care for millions of elderly and low income Americans.  Concessions to the AMA and American Hospital Association were however costly.  Federal and state costs for Medicare and Medicaid rose about 20 percent each year between 1966 and 1970.  The federal government quickly became the largest purchaser of health care services. 

The final bill extended Medicare to nearly three million seniors who were not eligible for social security.  Lyndon Johnson signed the bill on July 30, 1965 in the presence of Harry Truman in Independence, Missouri declaring that the enactment of Medicare meant that “no longer will older Americans be denied the healing miracle of modern medicine. No longer will illness crush and destroy the savings they have so carefully put away over a lifetime so that they might enjoy dignity in their latter years.  No longer will young families see their own incomes and their own hopes eaten away simply because they are carrying out their deep moral obligations”.

Medicare is unique among international health insurance programs.  “No other industrial democracy” Theodore Marmor observes, “has compulsory health insurance for its elderly citizens alone and none started its program with such a beneficiary group”.  Medicare was created by amendments to the Social Security Act in 1965 which established two health care programs for person aged 65 or older, a hospital benefit plan and a medical benefits plan.  Medicare benefits are also payable to persons receiving Social Security disability benefits and can begin after 29 months of disability.  The act also provides government financed medical care of the poor, for inpatient and outpatient hospital services, laboratory and x-ray services, skilled nursing home services, physicians services, home health services, screening and diagnosis for children under age 21 and family planning.  

The Health Maintenance Organization Act of 1973 transformed medical care from a cottage industry of private practitioners and benevolent community hospitals into a for-profit corporate enterprise whose officers care more about rewarding investors than helping the sick (Coombs 2005: xiv).  Most reformers agree that by the late 1960s the passage of Medicare and Medicaid in 1965 has created an immense national health care crisis.  Before the Health Maintenance Act of 1973 120 new prepaid health plans were started, afterwards only 40 more were created 1974-1978.  HMOs generally assumed one of three organization forms:  a staff model, a group practice model or an independent practice association. The White House and Congress responded to rapidly rising public and private health care costs by introducing more than two-dozen bills between 1970 and 1973.  The legislative process pitted Democratic proposals for nationalized health care against Republican solutions that promoted free enterprise and competition. Prepaid health plans lobbied for conditions that would enable them to compete successfully in the marketplace.  Organized medicine on the other hand opposed any legislation that might alter its traditional fee for service system. The HMO Act that Nixon signed in December 1973 was less comprehensive than the bills circulated, instead of $3.9 billion in appropriations the final bill allocated a mere $325 million over five years, to assist new HMOs with marketing, initial operating costs and planning, construction and renovation of facilities.

Nixon feared that inflation and slow recovery from the recession in 1969 and 1970 might help Democrats win the 1972 Presidential elections.  To slow inflation he imposed temporary wage and price control on all sector of the economy in August 1971.  The Economic Stabilization Program showed early promise but proved ineffective in the end, especially in the health care industry.  The program limited physician annual fee raised to 2.5% and hospital revenues derived from price increase to no more than 6%.  Sixteen months after Nixon lifted health sector controls, the consumer price index for medical care increased at an annual rate of 13.1%, three times faster than during the control period and nearly twice as fast as before the freeze.

Rural residents are often uninsured or underinsured.  Policies are price high for farmers are especially expensive because they have the highest accident rate of any occupational group, yet because they are self employed, they are ineligible for worker’s compensation coverage.  Farmers also suffer a wide variety of chronic health problems related to their working conditions. Farm families have higher infant and maternal mortality rates than urban residents.  Their children often lack immunizations, dental care and treatment for serious illnesses.  Historically their military rejection rates are twice as high as urban dwellers.  Rural dweller have higher rates of chronic depression, alcoholism, divorce, spouse and child abuse and suicide.  The proportion of rural physicians began to decline after WWII.  By the mid 1970s nearly 5% of the nation’s counties had no physicians and hundreds had too few to meet demand.
Few HMOs enrolled public beneficiaries in the 1970s and 80s.  Inconsistent public policies, inflexible government staff and procedures, late reimbursements and worst of all, low compensation levels made long term participation impossible.  In 1976 the HMO Act was amended to require federal certification of HMOs serving Medicare and Medicaid beneficiaries and to limit the enrollment of public beneficiaries in HMOs to no more than 50% whereas private subscribers were thought to motivate health plans to provide better services.
In 1977 Secretary of Health, Welfare and Education Joseph Califano moved Medicare administration out of the SSA and merged it with Medicaid administration in a new agency the Health Care Financing Administration (HCFA).  In 1980 HEW was divided into the Department of Education and the Department of Health and Human Services (HHS).  

Before the formation of the Italian National Health Service (Servicio Sanitario Nazionale, SSN) in 1978 health care in Italy was financed by a variety of social insurance schemes based on employment and administered by autonomous, quasi-governmental funds.  A general scheme covering private sector employees was established in 1943, while other schemes for public employees the self-employed and particular occupational groups were set up during the 1950s and 60s.  The Italian health system then looked much like Germany’s.  The new SSN modeled on the UK’s replaced these diverse arrangements with a unitary and universal scheme.
Different approaches to managed care developed in the 1980s in an effort to control the unsustainable inflation in health care costs.  HMOs exist in three main forms, with some variations.  Managed care organizations (MCOs) represent systems that combine finance and health care delivery.  Preferred provider organizations (PPOs) represent agencies that develop and sell the services of broad provider networks (usually physician dominated).  Provider sponsored organizations (PSOs) represent providers capable of bearing risk and providing a full range of services, they deal directly with purchasers, without an insurance carrier or intermediary.  One new direction was based on the longstanding example of nonprofit HMOs, like Kaiser Permanente (established in the 1950s).  The idea of “health maintenance” derived from the premise that capitation (as opposed to Fee for service) created both an incentive and the flexibility to invest in keeping people healthy rather than treating them only after they become ill.

Beginning in 1982, several federal laws were enacted or amended to make Medicare the secondary payer to certain employers’ group health plans.  Each state was permitted to establish its own concept of medical indigence or need.  

Employer spending on health benefits in the United States nearly doubled, from $49 billion in 1980 to $93 billion (11 percent of the nation’s payroll) in 1984.  Many large firms bypassed insurance carriers entirely, developing self-funded plans and negotiating directly with providers for services at discounted rates.  The number of employees enrolled in company operated plans doubled, from 21 percent in 1981 to 42 percent in 1985. The Employment Retirement and Income Security Act of 1974 (ERISA) exempted them from burdensome state insurance laws.  At the same time hospital occupancy dropped from a long time average of 75 percent to 67 percent in 1984.

In the 1980s researchers began to identify problems associated with providing too much, but talk of reducing medical services continued to raise concerns about quality. At this time of recession there was an explosion in the growth of prepaid plans, especially of Preferred Provider Organizations (PPO).  Public offerings for various types of for profit HMOs began to attract interest on Wall Street in the early 1980s.  Ninety nonprofit and three hundred for profit HMOs organized during the last half of the 1980s.  HMO market share nearly tripled from 4 percent in the early 1980s to 11.5 percent in 1987 because of growing employer demand for less expensive medical care and increasing familiarity with prepaid care.

The locus of health care shifted from hospitals to outpatient settings in the 1980s.  By the end of the decade patients were nine times more likely to see a doctor in an office than in a hospital.  Many services formerly performed in hospitals were moved into less expensive, freestanding, outpatient clinics.  Nearly one fifth of all surgeries were performed on an outpatient basis by 1985.  To cope with revenue loss hospitals discouraged physicians from admitting unprofitable patients on Medicare or Medicaid, uninsured or seriously ill with a number of complicated health problems.  Large urban hospitals generally fared well under the Medicare prospective payment system but some small inner city and many rural hospitals had to close.  Institutions belonging to multi-hospital systems increased from 10 percent in 1970 to 44 percent in 1987. Managed care organizations created a demand for primary care physicians, who were supposed to coordinate patient care and restrict unnecessary referrals to specialists.  Medical schools responded to market forces reluctantly, refusing to teach cost effective care and producing an unduly high proportion of specialists, who had to advertise to create demand for their services.  

The proportion of health care plans charging deductibles and co-payments doubled from 30 percent in 1982 to 63 percent in 1984.  More than two thirds of plans required beneficiaries to pay a deductible of at least $100.  Employers justified such out of pocket charges as a way to reduce utilization. The Congressional Budget Office reported that families who had to pay 25 percent of their bill spent 19 percent less on services than those with full coverage.  Low-income groups showed the greatest reduction in utilization.  As the 1980s ended thirty five million Americans were uninsured. The importance of health care to all people is too essential to a nation’s well being and to the people’s welfare to be left wholly to the marketplace.

By the late 1980s HMOs were serving only about 11 percent of the nation’s Medicaid population.  President Bill Clinton’s administration proposed several health care reforms that would have extended health care services to all Americans by changing funding mechanisms and requiring government compensation to insurers that incurred extra costs when accepting high risk patients.  The failure of his proposals marked the fifth time in sixty years that Congress had refused to accept a presidential call for universal health care. The Clinton bill would have required employers to finance health insurance for their workers.

The nation’s uninsured population had increased rapidly in the early 1980s because rising health care costs forced employers to drop health benefits and competition among insurers reduced the availability of affordable coverage for patients with serious health problems.  Despite a strong economy in the late 1990s more than half of the uninsured lived in families headed by full-time workers who lacked on the job benefits and could not afford private policies.  Traditional safety nets for the uninsured deteriorated or entirely disappeared during this period as financial pressures from competition reduced opportunities for doctors and hospitals to provide charity care.

In his State of the Union Address on January 26, 1994, President Clinton made it clear that the major goal of his health plan is to guarantee universal health insurance coverage for all Americans.  To achieve this goal the Clinton plan relies primarily on a mandate requiring all employers to pay up to 80 percent of the cost of health insurance premiums for their workers.  About 66 million wage and salary workers received insurance benefits from their employers in 1994.  Under the Clinton plan another 45 million workers would be covered, although all but 18 million were already covered in some other way such as through a spouses benefit.  The plan intended to finance health care, not by raising taxes, but by sending a bill to employers.

On September 14, 1995 Republican congressional leaders unveiled their plan to overhaul Medicare, the federal health insurance program for elderly and disabled Americans.  They sought to end Medicare’s status as a budgetary entitlement by imposing a cap on program spending.  They called for a reduction in Medicare expenditures of $270 billion over seven years, a 30% decrease that represented the largest spending cut in Medicare’s history.  They proposed transforming Medicare into a competitive market by expanding beneficiaries’ options to leave the traditional Medicare system for private health insurance plans.  Newt Gingrich, Speaker of the House of Representatives, promoted Medicare reform as the, “heart of this fight” to balance the federal budget.  Republican National Committee chairman Haley Barbour warned that Medicare was “the Achilles heel” of the Republican revolution and urged the party to leave it alone until after the 1996 national elections.

In 1996, a compromise measure, the Mental Health Parity Act (MHPA) (P.L. 104-204), was enacted which provided partial parity for the private health insurance marketplace.  It prohibited separate annual and lifetime dollar limits for mental health care, but did not stop group plans from imposing restrictive treatment limits or cost sharing.  In addition, the MHPA was specifically not applicable to substance abuse treatment.  As a consequence, mental health and substance abuse treatment are still not on parity with physical health care.  Revenue losses forced the closure of four hundred emergency departments between 1992 and 1997, mostly in inner city and rural communities, where medically indigent patients used them as a regular and sole source of outpatient care.  Even with fewer emergency rooms, emergency visits increased from 95 million in 1997 to 108 million in 2000.  Wait time increased 33 percent.  

The Balanced Budget Act of 1997 mandated a wide variety of key policy changes, including a balanced federal budget 2002.  Among the BBA provisions was a series of Medicare reforms and substantial cuts, of $115 billion over five years, in the rate of growth in Medicare spending.  The BBA established a National Bipartisan Commission on the Future of Medicare. The State Children’s Health Insurance Program (SCHIP) was also enacted as part of the Balanced Budget Act of 1997 (BBA).  The original state children’s health insurance program (SCHIP) was financed by an increase in the federal excise tax on cigarettes.  Current estimates indicate that the average annual cost per child of SCHIP coverage is approximately $1,700.   In 1998, for the first time in thre decades, the Congressional Budget Office, announced a federal budget surplus, forecasting a surplus of $131 billion for 2000 and $381 billion by 2009.
In 2001, HCFA was renamed the Centers for Medicare & Medicaid Services (CMS).  

By 2002 the federal state Medicaid program had become the nation’s largest insurance program.  It financed health care and social services to more than one in every seven Americans, including twenty four million children, fourteen million adults and thirteen million disabled and elderly individuals.  It was the nation’s largest purchaser of long term care services, paying for more than half of all nursing home expenditures.  In 2002 the federal government provided 57 percent of $259 billion paid out by Medicaid while the other 43 percent came from state budgets.

Sec. 560 Working Together for Health: Managing Layoffs

 
The ultimate goal of health workforce strategies is a delivery system that can guarantee universal access to health care and social protection to all citizens in every country.  To the general public, the term “health workers” evokes doctors and nurses. While this does not do justice to the multitude of people who make a health care system work, it does reflect the public’s expectations: encounters with knowledgeable, skilled doctors and nurses who will help them to get better and who will act in their best interests.  NHI would cause the loss of as many as 2.5 million jobs in private insurance companies, clerical and administration staffing, as the result of the reduced administrative burden of single payer national insurance.  2.5 million is 0.83% of the general population and 1.66% of the work force.  The unemployment rate would be expected to increase by 1.5% if everyone were laid off at once.  Section 303(e) of HR 676 gives these millions of displaced workers first priority in retraining and job placement in the new system.  Clerical, administrative, and billing personnel in insurance companies, doctors’ offices, hospitals, nursing facilities, and other facilities whose jobs are eliminated due to reduced administration shall be eligible for two years of unemployment benefits.  
The US health insurance industry in 2007 covered more than 249 million people and employed an estimated 469,172 people directly to underwrite and another 881,863 indirectly to sell, settle or adjust policies, a total of 1,3510,035 workers.  The average wage of direct employees was $61,409 for a total of $25 billion.  The average wage of indirect employees was $50,119 for a total of $43.5 billion (AHIP 2007).  Private insurance is more than ten times more labor intensive than state plans in Canada.  NHI would put as many as 1 million insurance professional out of work. Between 1968 and 1993, US medical care employment, not including private health insurance agents, grew from 3.976 to 10.308 million full-time equivalents. Administration grew from 0.719 to 2.792 million full-time equivalents, or from 18.1% to 27.1% of the total employment.  If US hospitals and outpatient facilities adopted Canada's staffing patterns, 1,407,000 fewer managers and clerks would be necessary.  

Fig. 6-23 Number of Enrollees and Employees of Selected Major US Private Health Insurers and Canadian Provincial Health Care Plans, 2001

	Plan Name
	No. of Enrollees
	No. of Employees
	No. of Employees/ 10,000 Enrollees

	US Plans
	
	
	

	Aetna
	17,170,000
	35,700
	20.8

	Anthem
	7,883,000
	14,800
	18.8

	Cigna
	14,300,000
	44,600
	31.2

	Humana
	6,435,800
	14,500
	22.5

	Well Point
	10,146,945
	13,900
	13.7

	Canadian Plans
	
	
	

	Saskatchewan Health
	1,021,288
	145
	1.4

	Ontario Health Insurance Plan
	11,742,672
	1,433
	1.2


Source: Woolhandler, Steffie M.D., M.P.H.; Campbell, Terry M.H.A., and Himmelstein, David U. M.D., Costs of Health Care Administration, N Engl J Med 2003; 349:768-75. August 21, 2003
In 1999, health administration costs totaled at least $294.3 billion in the United States, or $1,059 per capita, as compared with $307 per capita in Canada. In 1969 costs resembled those in Canada.  In 1983 the proportion of health care expenditures consumed by administration in the United States was 60 percent higher than in Canada and 97 percent higher than in Britain. Administrative costs in the United States increased 37 percent in real dollars between 1983 and 1987, whereas in Canada they declined. The proportion of health care spending consumed by administration is at least 117 percent higher in the United States than in Canada and accounts for about half the total difference in health care spending between the two nations.  

Fig. 6-24 Administrative and Clerical Personnel as a Percentage of the Health Care Labor Force in the United States, 1969 through 1999
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Source: Woolhandler, Steffie M.D., M.P.H.; Campbell, Terry M.H.A., and Himmelstein, David U. M.D., Costs of Health Care Administration, N Engl J Med 2003; 349:768-75. August 21, 2003
The surest way to eliminate administrative waste is to attack its underlying cause through comprehensive health care reform. Providing universal access to health insurance for all Americans is necessary.  It will assist in reducing administrative expenses by eliminating the complications of billing and collecting. Another reliable way to reduce administrative expenditures will be to provide all Americans with a health card, that summarizes their health care coverage and medical records so that billing can be accomplished through paperless electronic methods to the single government payer.  The administrative functions of health care systems are best assessed by relating them to the purposes they are intended to serve. When the purposes are objectionable in themselves, such as billing and marketing to low-risk person, the associated administrative functions are easy candidates for elimination. When there is controversy about the purposes, the disputes will have to be resolved on their merits before agreement can be reached on whether the associated administrative expenditures are justified. When we agree that the purposes are good, our focus should be on finding the most efficient and effective administrative approach to achieving them.

Funding the 2.5 million people who would become unemployed, both insurance agents and administrative personnel, as the result of the transition to NHI, would be the priority for the roughly $2 trillion in assets accumulated by private health insurers.  With roughly a million dollars per person it should not be difficult to afford the costs of re-education and unemployment benefits and still gradually return a trillion dollars to the National Health Insurance Trust Fund.  Congress must negotiate more with insurance companies to provide for the transition to national health insurance by appropriating the trillions of dollars that health insurance companies have saved in assets.  These appropriations would need to take place over time for the private insurance companies to verify that the government is providing quality financing and to ensure that former workers are protected against financial catastrophe.  While some insurance professionals would remain to manage the investments and some administrators would remain, the majority needs their unemployment and retraining financed.  It is logical that the majority of them would pursue careers in health care, although funding for their education should not be limited to the health sector alone.  The government could assist them in securing employment by making it more difficult for foreign trained doctors and nurses to secure work visas in the United States.   
The insurance industry has been dynamic.  In 1998 Aetna which had previously acquired US Health care and NYL Care merged with Prudential Insurance Company of America to become the nation’s largest health insurer with 21 million enrollees.  The other big players were CIGNA Health Care with 14 million policyholders, United Health Care with 8.6 million, Kaiser Permanente with 8 million, Well-Point-UniCare with 7.5 million and Humana with 5.9 million.  Of these only Kaiser was nonprofit.  The Blue Cross and Blue Shield Association covered more policyholders than any other insurer, but its affiliates operated independently.  The National Association of Insurance Commissioners reports that in 2006 health insurers invested $157 billion in assets after investing $127 billion in 2005.  It is estimated that health insurance corporations have between $2 and $3 trillion in assets.  These funds are invested in a diverse portfolio much like a bank or trust fund.

Fig. 6-25 Distribution of Assets of Health Insurance Companies, 2006
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Source: National Association of Insurance Commissioners. Statistical Compilation of Annual Health Insurance Information. STA-HB
Insurance corporations and their state insurance commissioners are tight lipped about the total amount of assets.  NHI threatens to not only to abolish health insurance premiums and policies in both private and public health insurance programs, but will potentially nationalize health insurance assets to offset program costs.  Any nationalization of these savings would need to be undertaken gradually with utmost consideration for the just compensation and retraining of the displaced insurance workers.

Fig. 6-26 Health Industry Aggregates Maturity of Bonds, 2003-2006
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Source: National Association of Insurance Commissioners. Statistical Compilation of Annual Health Insurance Information. STA-HB
Medical Education has been prioritized by many Congresses and there are a large number health scholarships and research grants listed in the Catalog of Federal Domestic Assistance.  The American Board of Medical Specialties (ABMS) oversees board certification for medical doctors (MD).  ABMS is composed of 24 primary medical specialty boards and six associate members: the American Hospital Association, American Medical Association, Association of American Medical Colleges, Council of Medical Specialty Societies, Federation of State Medical Boards of the United States, and National Board of Medical Examiners.  To be a board eligible Physician a medical doctor must pass the MCAT,  graduate from  medical school, choose a specialty for a three year residency and pass the medical board exam.  Doctors then continue to study medicine with Continuing Medical Education (CME) courses. To be a licensed practical nurse at least 1 to 2 years of study in a community college are required.  To be a registered nurse (RN) three to four years studying at a college of nursing are required.  Nurse board certification exams are overseen by the American Nurses Credentialing Center in conjunction with the American Nurses Association.
Sec. 570 Disparities in Health Insurance

Disparities related to race, ethnicity, and socioeconomic status pervade the American health care system.  Nearly half the population, about 125 million people, live with some type of chronic condition.  About half that number live with multiple chronic conditions.  Of the Medicare population, 88 percent are estimated to be living with one or more chronic conditions and 65 percent with multiple chronic conditions. Recent figures commonly show 5 percent of the population using over 50 percent of health care resources and 50 percent using over 95 percent. This leaves half the population using less than 5 percent of health care resources. Similar figures apply to the older Medicare population, with a concentration of expenditures in the last year of life and especially during the last month.  

Age is a major factor in the demand for health care and expenditure.  According to the 1997 National Health Interview Survey of adults aged 55 to 64, 28 percent had a disability that limited their daily activities, compared with 19 percent of those aged 45 to 54 and 10 percent of those aged 18 to 44.  Similarly, rates of chronic conditions such as arthritis and hypertension are noticeably higher at age 45 and higher still at age 55.  The risk of breast cancer increases with age.  A woman’s chance of being diagnosed with breast cancer is one out of 252 at age forty, one out of 68 at age 50, one out of 35 at age sixty and one out of 27 at age seventy. The rate of overall screening among women rose from 31 percent to 47 percent between 1990 and 1995.  Two out of five people over age seventy and almost half of those over age eighty need help with one or more daily activities.  Almost three quarters of the people caring for these elders are family members, 42 percent are their children and 25 percent are spouses.        

Based on data from the 2006 National Health Institute Survey (NHIS), a total of 54.5 million (18.6%) persons of all ages were uninsured for at least part of the year prior to the interview Working-age adults were almost twice as likely to experience this lack of coverage (24.1%) as children under the age of 18 (13.0%). The percentage of children uninsured during at least part of the year prior to the interview decreased from 18.1% in 1997 to 12.6% in 2005.  In 2006, 12.7% of poor children and 16.5% of near-poor children did not have health insurance.  A significantly greater percentage of Hispanics (33.1%) were uninsured than White (10.5%), Blacks (16%), Asians (13.3%) or other, including people of multiple races (21%).  In the United States the major disparity in health insurance coverage regards working age people who do not get employment sponsored insurance or qualify for a disability. 

Fig. 6-27 Uninsured Status by Age, Race, 2006

	Category
	Uninsured
	Uninsured for at least part of year
	Uninsured for more than a year

	Age
	
	
	

	All Ages
	14.8
	18.6
	10.5

	Under 65 years 
	16.8
	20.9
	11.8

	Under 18 years
	9.3
	13.0
	5.2

	18-64 years
	19.8
	24.1
	14.5

	65 years and over
	0.9
	1.5
	0.7

	Sex
	
	
	

	Male
	16.7
	20.2
	12.3

	Female
	13.1
	17.0
	8.7

	Race
	
	
	

	Hispanic
	33.1
	36.8
	26.9

	White
	10.5
	14.1
	6.9

	Black
	16.0
	20.4
	10.3

	Asian
	13.3
	16.0
	9.5

	Other or Multiple
	21.0
	25.7
	9.4


Source: Cohen, Robin PhD; Martinez, Michael MPH; Health Insurance Coverage: Early Release of Estimates from the National Health Interview Survey, 2006. Centers for Disease Control. June 2007
Ownership of Medicare supplemental insurance is correlated with income, race, education and health status.  Whites are almost twice as likely as nonwhites to have supplemental coverage.  The elderly below the poverty line are less than one half as likely to have private insurance as the aged with incomes twice the poverty level.  Medicare beneficiaries with thirteen years of education are almost twice as likely to be covered than those with fewer than eight years of education.  While75% of the elderly who considered themselves to be in excellent health carried private insurance, only 45% of those self-described as in poor health did so. In 1992 fewer than 5% of the elderly had private long term care insurance.  
There was another source of nursing home coverage, Medicaid.  In 1992 payment for long term care services represented over one third of all Medicaid expenditures and although the aged made up less than 10% of the Medicaid population, 30% of program spending went to services for the elderly.  To many elders Medicaid long term care was unacceptable and a 1985 AARP poll found that 40% of seniors were reluctant to establish their eligibility for Medicaid.

Persons who frequently use hospital EDs (defined as four or more visits over two years) are those with anticipated higher needs for health care services - specifically, the elderly, the poor, and persons living with chronic conditions, all of whom are more likely to be in poor health. High ED Users are not obtaining medical services exclusively at the ED but also utilize outpatient services at a greater rate than Low ED Users, with 86% of High ED Users having 4 or more outpatient visits compared to 72% for Low ED Users. 
In addition, our examination of ED utilization by insurance coverage reveals that the uninsured are not more likely to frequently visit the ED than those who have insurance. The uninsured, while making up roughly 15% of the sample population, are responsible for about 14% of total ED visits and about 12% of aggregate ED expenditures.  Persons below the FPL, 13% of the sample population, are much more likely, about 25%, to be high ED users rather than low, 16% or non users, 12%.
Fig. 6-28 Risk of High Emergency Department Use by Insurance Coverage, 2003
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Source: Peppe, Elizabeth; Mays, Jim; Chang, Holen; Becker, Eric; DeJulio, Bianca. Characteristics of Frequent Emergency Department Users. The Henry J. Kaiser Family Foundation. October 2007
Great disparities exist amongst races. For example, while only 8% of non-Hispanic whites report that their health is fair or poor, 13% of Hispanics, 15% of African- Americans, and 17% of Native Americans. Additionally, while only 15% of whites have no usual source of health care, twice as many Hispanics lack a usual source of health care. Racial disparities are also evident in access to prenatal care. In 2004, only 2% of white women received late or no prenatal care, while 5% of Hispanic women, 6% of African-American women, and 8% of Native American women received little or no prenatal care. 
Latinas now have the highest teen birth rate in the U.S. with increased birth rates in a number of states. Less than 4 out of 10 teen mothers who start their families before the age of 18 finish high school, leaving them unprepared for the job market and more likely to raise their children in poverty. Furthermore, 32% of Native American workers between the ages of 18-64 are uninsured, as are 40% of Hispanic workers, and 23% of African-American workers, while only 14% of white workers go without health coverage.

Additionally, studies have shown that blacks receive inferior medical treatment to that received by whites. While previous studies have found that whites receive better medical

care than blacks, a new study reveals the reason for the difference to be implicit racial bias. Finding racial bias in patient treatment, the study revealed most of the doctors were more likely to prescribe a potentially life-saving, clot-busting treatment for the white patient than for the African-American patient. One effect of inferior insurance and treatment may be the established mortality rate gap between black and white women with breast cancer. A Chicago, Illinois Breast Cancer Task Force recently released recommendations after finding black women’s mortality rate was 68% higher than that of white women. 

Fig. 6-29 Death Rate for Men by Race/Ethnicity, 2004
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The Henry J. Kaiser Family Foundation. Race, Ethnicity and Health Care: Fact Sheet: The Health Status of African American Men in the United States. April 2007
African American men have the lowest life expectancy and highest death rate compared to men and women in other racial/ethnic groups in the United States. The overall death rate for African American men is 1.3, 1.8, 1.7 and 2.4 times that of White, Hispanic, American Indian/Alaska Native, and Asian or Pacific Islander men respectively.  Homicide is the leading cause of death for African American men between the ages of 18 and 34, and the 4th leading cause of death for African American men between the ages of 18 and 64.1 Among non-Hispanic White men in the same age groups, homicide is the 5th and 10th leading cause of death respectively. African American males also have higher death rates than men from other racial groups for heart disease, HIV/AIDS, and certain cancers, including prostate, lung, and colon.
In general men are more likely to lack insurance than women. This is in part because men are less likely to qualify for public sources of insurance in which eligibility is linked to the care of dependent children. Over 25% of non-elderly African American men were without health insurance in 2005 compared to 16% of non-Hispanic Whites and 21% of Asians.8 A higher percentage of non-elderly Hispanic, Native Hawaiian/Pacific Islander, and American Indian/Alaska Native men were uninsured than African American men.  The majority of Americans between the ages of 18 and 64 receive health coverage through their employer (64%).  However, just over half (53%) of African American men had employment-based coverage in 2005, compared with 70% of non-Hispanic White men, 65% of Asian, and 42% of Hispanic men. This number in part reflects differences in types of employment, in income, and in the unemployment rate of African American men. On average, 8% of non-elderly African American men were unemployed in 2005 compared to 4% of non-Hispanic White men. The unemployment rate was higher (11%) for African American men between the ages of 18 and 34.  African American men are disproportionately represented in the criminal justice system. Ten percent of African American men between the ages of 18 and 34 were in prison in 2005. This was almost 3 times the rate of Hispanic men and almost 7 times the rate of non-Hispanic White men. Prisoners reentering the community have difficulty obtaining stable employment, decent housing, and health coverage.

For those over age 65 and those with permanent disabilities who qualify for Social Security, Medicare provides health insurance protection, keeping them from the ranks of the uninsured. Slightly more than half (54%) of all Americans receive employer-sponsored health coverage and 5% purchase coverage through the non-group or

individual market. Medicaid and other public programs assist 12% of individuals primarily from low-income families. The remaining 16% of Americans are uninsured. The likelihood of being uninsured is higher in some states due to the nature of their economy and the scope of public programs, with over 20% of the non-elderly population uninsured in 10 states.
Mortality differs significantly by race or ethnic group as measured by age adjusted death rates.  In 1998 these death rates per 100,000 people from heart disease in the United States were 211.8 for black non-Hispanics, compared to 145.3 for white non-Hispanics, 101.5 for Hispanics, 106 for American Indians and 78 for Asians. Life expectancy may also vary with marital status, mortality rates for married people are 21 percent lower than rates for similar singles.  Life expectancy at 20 for gay and bisexual men, in Vancouver, is 8 to 20 years less than for all men.  Married people not only live longer but also tend to have higher earnings than singles by about 14% .  There has been a gap in life expectancy between whites and blacks in the United States of nearly a decade since the beginning of the 20th century although the gap has narrowed in last half a century. Women of both races tend to live longer than men.  Since the 1970s black women have tended to live as long as white men.

Fig. 6-30 Life Expectancy for Whites and Blacks by Sex
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Source: National Vital Statistics Reports, Vol. 50. No. 6.; Life Expectancy at Birth, by Race and Sex, Selected Years 1929-98 Vol. 49, No.12.Deaths, Preliminary Data for 2000.U.S. Census Bureau. P23-190 Current Population Reports: Special Studies. 65+ in the United States

Increasing income may not be expected to increase life expectancy.  For example over time in the United States and Britain there is no stable relationship between the growth of income and the decline of mortality rates.  In the US in 1998 men are expected to live 73.8 years, while women are expected to live 79.5.  Women on average earn less than their male counterparts.  In 1999 the full time male earnings were $36,476 compared to $26,324 for women.  Therefore, women tend to outlive men despite lower earnings.  Life expectancy and earnings tends to increase with education.  Male Social Security covered workers born in 1941 who had average relative earnings in the top half of the earnings distribution and who lived to age 60 would be expected to live 5.8 more years than their counterparts in the bottom half. In contrast, among male Social Security covered workers born in 1912 who survived to age 60, those in the top half of the earnings distribution would be expected to live only 1.2 years more than those in the bottom half.  The gap between the life expectancy of the rich and poor has been widening since the 1960s in the United States. In Canada the gap in life expectancy at birth between neighborhood income quintiles diminished between 1971 and 1996, and the probability of surviving to age 75 by income quintile remained roughly constant from 1970 to 1996. 
In the United States uninsured cancer patients are nearly twice as likely to die within five years as those with private coverage, according to the first national study of its kind and one that sheds light on troubling health care obstacles.  An area study comparing cancer survival in Toronto, Ontario, to that in Detroit, Michigan (both located on the Great Lakes) found low-income residents of Toronto experiencing greater survival rates than their counterparts in Detroit for 13 of 15 cancer sites, while middle- and high-income groups exhibited no survival difference by city of residence.  The difference in survival rates of the rich and poor are so great in the United States that the wealthiest quintile is competitive with the longest lived developed nations but the poorer half are even with the former Soviet republics.  The biomedical know-how now available is either not available to the lower socioeconomic classes in the United States, or its impact, at this stage in the reduction of mortality, is relatively small compared with what could be achieved through reduction of the gap in levels of living and life styles associated with education, income, occupation, and geographic locale.

Sec. 580 Healthcare Not Warfare

Public health and medical crimes and errors such as diverting medical supplies and human resources, abuse and torture, spreading illness to profit, sponsoring domestic abuse, medical killing in the name of science, and eugenics for social goals, have been perpetrated with the complicity of health and medical professionals since the dawn of time. Uses and misuses of biomedical and public health knowledge during time of war or armed conflict are commonplace and the transition to NHI should not be attempted until the nation is officially at peace.  Furthermore, the national health insurance program must be separate from the military health and penal health systems.  Not only must medical decision-making be dissociated from the profit motive but also the money must not be corrupted by the armed forces.  As the bearer of all illness and death the medical establishment is armed and dangerous with germs, toxins and mental illness, in their own right, wherefore neutrality must be observed.  This chapter explains how medicine itself is the greatest danger to life in developed nations. Law and Ethics will therefore be the basis for medical decision-making of NHI.            

Since the Nuremberg Code in 1947 concluded the judgment of the Doctors Trial – the Medical Case of the subsequent Nuremberg Proceedings – and founded bioethics as an independent discipline, dozens of binding treaties, declarations and other texts have drawn up very specific provisions that protect the public and biomedical practitioners from harm (and from doing harm) both in peacetime and in times of conflict. In June 1977, for example, 27 articles, which are known as the “principles of medical neutrality” in times of war, were added to the body of International Humanitarian Law, the Protocols Additional to the Geneva Conventions. The most recent reformulation of aid workers’ competencies and responsibilities in times of conflict and man-made disasters appears in the Sphere Handbook, a document that aims to improve the quality and the accountability of the humanitarian system.  

To ensure that physicians are ethical they swear to uphold the Hippocratic Oath, the longest surviving ethical code of conduct, when they graduate, that is summarized in the doctrine to “do no harm”.  The performance of all health workers, in terms of both competence and responsiveness, is also influenced by their sense of professional identity, vocation and work ethic.  The protection of health systems and biomedical practice from harm requires a universal commitment.  As prerequisites to such a commitment, formal education curricula for health professionals should gradually incorporate studies in bioethics, human rights and humanitarian law.  Worker training, even for unskilled health related work, should always include a course in ethics that must include the prohibition of biological weapons.  To reaffirm basic ethical principles for modern medicine the World Medical Association adopted the International Code of Medical Ethics in their 3rd General Assembly in 1949 to always bear in mind the obligation to respect human life while exercising their independent professional judgment and maintaining the highest standards of professional conduct.

In the United States the AMA Code of Medical Ethics is drafted by the AMA Council on Ethical and Judicial Affairs. Other health professions defer to this Code in the drafting of their own Ethics, if they have written one.  Because of the inherent danger in medicine, often disguised in social goals, politics and litigation are risky, because of the ease with which one can make a decision in behalf of the rich and powerful without sufficient research or consultation with the largely poor and disabled people affected.  
Ethics, in the spirit of judicial review, is much preferred for reviewing medical practice and health care policy, because of professional competence. In the late 1980s the AMA estimated that doctors spent more than $15.4 billion, 17 percent of their earnings, on liability protection, $3.7 billion from insurance premiums, $1 million for time in court, and $11.7 billion for defensive medical practices.  Medical malpractice premiums have doubled or quadrupled since the last figures were compiled.

Health insurance is fraught with Health Care Fraud and Abuse.  Under E-9.132 a physician shall deal honestly with patients and colleagues, and strive to expose those physicians deficient in character, competence, or who engage in fraud or deception. Physicians should make no intentional misrepresentations to increase the level of payment they receive or to secure non-covered health benefits for their patients.  Most of all health care providers and insurers must avoid engaging in a pattern of abuse for profit, ie. Organized crime and corruption.  Insurers must not jealously conceal their assets because that is the basic premise to the charge of Laundering of Monetary Instruments 18USC§1956.  Providers, particularly billers and administrators, must not seek to liquidate these assets by torturing and abusing people until they seek medical help.
Health care fraud and abuse are serious problems that have a significant effect on the private and public health care sectors.  According to a May 1992 report to Congress by the General Accounting Office, health care fraud and abuse cost the nation as much as 10 percent of the money it spends on health care annually.  Health insurance fraud can be perpetrated by medical providers, insureds, or a combination of both.  In some cases, employees of insurance companies have conspired with providers or insureds to cheat their companies.  Health fraud is an intentional deception or misrepresentation that the individual or entity makes, knowing that the misrepresentation could result in some unauthorized benefit to the individual, or the entity or another party.  

In 1997 Kaiser Permanente and Harvard Vanguard administrators explained why their organizations favored nonprofit health care, Health care that is structured to accommodate the sensitivities and demands of human biology will look different from health care that is organized to meet the requirements of stockholders.  A health plan constructed for financial profit measures success quarterly.  A health plan created to accommodate the need of human biology, on the other hand, adopts the perspective of life span; its success is expressed in health outcomes and quality of life.  The AMA Council on Ethical and Judicial Affairs has decide that physicians should forgive or waive co-payments if they pose a financial barrier to the patient’s obtaining needed care.
Fig. 6-31 Hospital Characteristics
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Source: Kuttner, Robert. Market Based Failure – A Second Opinion on Health Care Costs.  New England Journal of Medicine. Volume 358:549-551. February 7, 2008
There is an Ethical Responsibility to Study and Prevent Error and Harm under E.8.121.  In the context of health care, an error is an unintended act or omission, or a flawed system or plan that harms or has the potential to harm a patient.  In health care there is a delicate balance between neglect and abuse.  The Institute of Medicine estimated that 18,000 deaths in America could be attributed to a lack of health insurance coverage in 2004, in 2006 that number had risen to 22,000.  In 1999 the Institute of Medicine’s Committee on Quality of Health Care in America reported that medical errors cause 44,000 to 98,000 hospital deaths annually, claiming more lives than car accidents, breast cancer, or AIDS.  Inadvertent deaths in other treatment venues, such as nursing homes and doctors offices add to that toll. Another study puts the number of death attributed to medical error at 783,936 more than heart disease, 699,697 or cancer 553,251 (2001). 

Fig. 6-32 Estimated Annual Mortality and Economic Cost of Medical Intervention

	Condition
	Number of Deaths
	Estimated Cost
	Complications

	Adverse Drug Reactions
	106,000
	$12 billion
	19%

	Medical Error
	98,000
	
	17%

	Bedsores
	115,000
	$55 billion
	10%

	Nonsocomial Infection
	88,000
	$5 billion
	5-6%

	Malnutrition
	108,000
	
	10%

	Iatrogenic Outpatient
	199,000
	$77 billion
	25%

	Surgery Related
	32,000
	$9 billion
	30%

	Total
	783,936
	$282 billion
	


Source: Null, Gary PhD; Dean, Carolyn MD; Feldman, Martin MD; Rasio, Deborah MD; Smith, Dorothy MD. Death by Medicine. Life Extension Magazine. 2003   

Some researchers estimate that 50 to 85 percent of the treatments doctors order are inadequately tested.  The number of people having in-hospital, adverse reactions to prescribed drugs is estimated to be 2.2 million per year. The number of unnecessary antibiotics prescribed annually for viral infections is 20 million per year. The number of unnecessary medical and surgical procedures performed annually is 7.5 million per year. The number of people exposed to unnecessary hospitalization was 8.9 million out of 37 million in 2001.  The death rate from drug errors is estimated at 106,000.

Seeking medical treatment is itself may be an error.  In 1973 doctors in Israel staged a month-long strike and during that month, mortality fell by 50 percent. A couple of years later, a two-month work stoppage by doctors in the Columbian capital of Bogotá led to a 35-percent decline in deaths. During a “work slowdown” by doctors in Los Angeles protesting against sharp increase in premiums for liability insurance, deaths fell by 18 percent. 
Once doctors were back at work full time, mortality immediately jumped back to the previous level. Every year, 1.2 million Britons are hospitalized as a result of improper medical care. In the United States – where 40,000 people are shot to death each year – the chance of getting “killed” by a doctor is three times greater than being killed by a gun.  Every year significantly more people die from an infection sustained while in the hospital than as a result of traffic accidents.
Fig. 6-33 Elderly Long Stay Nursing Home Residents, 1999 and 2004
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Source: Kasper, Judith; O’Malley, Molly. Changes in Characteristics, Needs and Payment for Care of Elderly Nursing Home Residents 1999-2004. June 2007
Approximately 1.6 million elderly are confined to nursing homes. By 2050, that number could be 6.6 million.  In 2004, only 18% of long-stay or permanent residents walked without help or supervision from another person in 1999 30% could. However as the result of growth in community based alternatives and improved outcomes and options the number of elderly long-stay nursing home residents (90 days or longer) declined from 1.21 million to 1.06 million between 1999 and 2004.  20 percent of all deaths occur in nursing homes, however autopsies are performed on only 1 percent of these deaths.  Bedsores are estimated to account for 115,000 deaths annually.  Over one million people develop bedsores in U.S. hospitals every year, they can be avoided with proper nursing care. The mortality rate in hospitals for patients with bedsores is between 23% and 37%.  The Coalition for Nursing Home Reform states that at least one-third of the nation's 1.6 million nursing home residents may suffer from malnutrition and dehydration, which hastens their death. The report calls for adequate nursing staff to help feed patients who are not able to manage a food tray by themselves.  It is estimated that 108,800 premature deaths due to malnutrition occur in nursing homes.

Nonsocomial infection acquired from hospitals account for another 88,000 deaths.  Reports from more than 270 US hospitals showed that the nosocomial infection rate itself had remained stable over the previous 20 years, with approximately five to six hospital-acquired infections occurring per 100 admissions, a rate of 5-6%. Due to progressively shorter inpatient stays and the increasing number of admissions, however, the number of infections increased. It is estimated that in 1995, nosocomial infections contributed to more than 88,000 deaths, or one death every 6 minutes. The rate of nosocomial infections per 1,000 patient days rose from 7.2 in 1975 to 9.8 in 1995, a 36% jump in 20 years (Weinstein 1998). Unnecessary procedures cause 37,136 deaths.  Surgery related errors account for another 32,000 deaths, 12,000 from unnecessary surgeries.

Under E-2.067 Physicians must oppose and must not participate in torture for any reason.  The Convention Against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of June 26, 1987 defines torture as, any act by which severe pain or suffering, whether physical or mental, is intentionally inflicted on a person for such purposes as obtaining from him or a third person information or a confession, punishing him for an act he or a third person has committed or is suspected of having committed, or intimidating or coercing him or a third person, or for any reason based on discrimination of any kind, when such pain or suffering is inflicted by or at the instigation of or with the consent or acquiescence of a public official or other person acting in an official capacity.  In the United States definition of torture is expanded to include threats of death and is prohibited under 18USC(113C)§2340A.  The connection between torture and murder is made in 18USC(51)§1111(c)(6).
The medical establishment, by reason of its physical focus and comparable levels of income and prestige, is very vulnerable to conspiring with the legal system in a discriminatory fashion, to inflict punishments upon alleged criminals and dissidents.  Under E-2.065 physicians can ethically participate in court-initiated medical treatments only if the procedure being mandated is therapeutically efficacious and is therefore undoubtedly not a form of punishment or mechanism of social control.  The most blatant form of unethical court initiated medical treatment involves court ordered enforcement of psychiatric drugs although both taking and withdrawing from these drugs can contribute to them committing horrible acts.  In this method mental health consumers, usually involuntarily and often unnecessarily hospitalized, are ordered to consume a regimen of psychiatric drugs, by a judge, at the behest of the psychiatrist who fails to sell their patient drugs.  This practice subverts both the ethics of the psychiatric professions and undermines the Court, that in many states also has the responsibility to adjudicate wills, creating a conflict of interest with the primarily elderly people who have drawn up wills and do not wish to die from being tricked to consume dangerous and unnecessary drugs or involuntarily exposed to toxins, to hasten their death for profit.

Having uncovered the ill will that drives so much human behavior, torture, it is time to treat upon the other half of wrongful deaths and illnesses to answer why do we become sick?  Medical errors are estimated to cause 750,000 deaths and millions of illnesses annually.  Biological weapons, such as germs and toxins unleashed from medical laboratories, often with the intention of increasing health care profits, wreak an equal amount of damage to life and more to health.  Under E-2.078 Guidelines to Prevent Malevolent Use of Biomedical Research, Biomedical research may generate knowledge with potential for both beneficial and harmful application, when the goals of research are antithetical to the foundations of the medical profession, as with the development of biological or chemical weapons the physician is precluded from participating in the research.  Whoever knowingly develops, produces, stockpiles, transfers, acquires, retains, or possesses any biological agent, toxin, or delivery system for use as a weapon, or knowingly assists a foreign state or any organization to do so of a type or in a quantity that, under the circumstances, is not reasonably justified by a prophylactic, protective, bona fide research, or other peaceful purpose is prohibited under 18USC(10)§175
The Code of Ethics is somewhere between highly recommending and requiring institutions for form Ethics Committees to give due process to ethical issues without burdening the legal system.  Ethics committees in health care institutions should be educational and advisory in purpose. Generally, the function of the ethics committee should be to consider and assist in resolving unusual, complicated ethical problems involving issues that affect the care and treatment of patients within the health care institution. Recommendations of the ethics committee should impose no obligation for acceptance on the part of the institution, its governing board, medical staff, attending physician, or other persons. However, it should be expected that the recommendations of a dedicated ethics committee will receive serious consideration by decision makers E-9.11.  All hospitals and other health care institutions should provide access to ethics consultation services.  A wide variety of background training is preferable, including such fields as philosophy, religion, medicine, and law.  Ethics consultation services, like social services, should be financed by the institution E-9.115.  

Sec. 590 Single Payer Universal Health Insurance

Single payer health insurance will greatly simplify health care administration.  Even without instituting NHI, the coordination of benefits (COB) under a single payer system, namely the Centers for Medicare Medicaid and SCHIP (CMS), would reduce administrative costs, simplify billing and eliminate biohazards resulting from the proliferation of medical billing.  Single payer insurance would ensure that a covered person does not recover more than the actual medical expenses when more than one policy provides benefits.  One insurance company is designated the primary carrier, the plans that are determined not to be the primary plan determinate responsibility for payment so that the total payments from all plans do not exceed actual medical expenses.  

In a non-NHI single payer system CMS would receive the bill and patient insurance information from the medical provider, CMS would then notify the patient to see if they object, bill the insurance carriers, pay the medical providers and bill the patient for the remainder.  In a non-NHI system cost sharing provisions in benefit plans requiring insureds to pay a portion of their medical expenses through deductibles, coinsurance and co-payment would continue.  Single payer health insurance is an important bio-security measure that the United States should implement immediately in order to improve the public health of its population that is tired of being billed to death.

The current medical billing system is based upon reimbursement codes that support an array of regional private medical billing companies.  Reimbursement codes are a component of the CMS Healthcare Common Procedure Coding System (HCPCS), the AMA's Current Procedural Terminology (CPT) coding systems and the International Classification of Diseases (ICD-9).  Coding is required to ensure billing upholds professional standards.  Medical billing, administration, insurance and recordkeeping are federally regulated under the Health Insurance Portability and Accountability Act of 1996 PL 104-191 of August 21, 1996 that simplified the administration of health insurance, improved continuity of coverage and guaranteed the privacy of medical records.
The transition to single payer would be mostly a matter of simplifying the electronic claim system.  In 1996 health care organizations spent an average of $500 per worker on information technology compared with, for example, $12,000 per worker spent by financial investment and security systems.  In a 1999 survey of investment in electronic systems by the US Department of Commerce health care ranked thirty-eighth in a field of fifty three industries (Cassel 2005: 50).  Single payer health insurance will be a major step forward in the transition to electronic medical records.  Government supervision by the single payer, CMS, should greatly improve the security of medical recordkeeping.  In France there are 61 million people and 61 million green cards called, Vitale. Germany now has the gazoontite card. In Taiwan everyone has a health card that medical providers use to access medical records and bill the government. There’s no paper anymore in France, the 61 million people are served with 3-percent administrative costs and high levels of satisfaction and international ratings. 
Government helps to protect policyholders by making certain that the insurer is solvent.  Government supervision is a means of making sure that that the insurance policy is understandable and does not contain unreasonable restrictions and limitations.  Insurers generate a considerable amount of revenues and accumulate sizeable assets.  Governments, particularly state governments, have seen in these revenues and assets the means of generating revenues of their own.  The investment operations of insurers are subject to the same degree of supervision as those of banks and trust companies (HIAA 1997: 138).  Single payer insurance would give the government greater responsibility and opportunity to review hospital and medical bills that are routinely scanned for accuracy by claim examiners.  Bills in excess of $10,000 are audited by the insurer to verify that the charges on the bill are accurate and that the services were actually provided to the patient. The claim function in health insurance plays a vital role in the performance and operations of the insurer.  It requires knowledge of the benefit structure of group and individual plans and coordination with other departments in the insurance company to ensure that all appropriate claims are paid.

In the United States half of all bankruptcies are caused by medical bills. Three-quarters of those filings are people with health insurance.  Among those whose illnesses led to bankruptcy, out-of-pocket costs average $11,854 since the start of illness; 75.7 percent had insurance at the onset of illness, 42% of them suffered lapses in health insurance coverage as the result of disability related unemployment. Even middle-class insured families often fall prey to financial catastrophe when sick.  A single payer system must be able to bankrupt itself on the basis of income, assets and appropriateness of treatment, to avoid excessively billing the patients and costly litigation. 

The United States is the only industrialized nation that has not achieved universal health insurance through either a national or social insurance plan. Taiwan presents an excellent case study of NHI.  In Taiwan, in the year that the National Health Insurance program was introduced in 1995, there was a one time big jump in cost, but in 2005 it’s only 6.16-percent. Growth over this 13 year period has been less than 1.5-percent of the GDP.  Yet population wise, they have gone from covering 57-percent to universal, national coverage.  In 2005, the growth rate of national health expenditure was contained at 3.37-percent.  Satisfaction at the very beginning of the introduction which was in March 1995 was around 30-percent but by the end of the year, satisfaction had gone up to 60-percent and it’s been in the 70’s ever since then except for a one time dip when they increased the premium.  If people use the system more than 20 times a month a friendly NHI official to see what is wrong visits them. Is there a non-medical problem that they can solve?  The President said, with tears in his eyes, “people come up to me and clasp my hand and said, thank you Mr. President; now I can go to the doctor when I ache and I don’t go broke”.
The German health care system is comprised of over four hundred employer sponsored statutory “sickness funds” that pay for medical care and disability compensation while a person is unemployed due to illness.  Germany had only 200,000 uninsured in Germany yet takes pride in having them covered, now that it’s universal. Ulla Schmidt, Minister of Health of Germany says, “It was intolerable to me that Germans should beg when they’re sick. We use the word dignity, that matters to the people, we need to rediscover that above all, the health system of a nation is an expression of the moral values of that society”.  It will be much more difficult, and expensive, to cover the 47 million, including 9 million children, uninsured in America.  It will be difficult to convince employers to pay the high new price for health insurance premiums.  Employers can be mandated but that will make it difficult for small businesses and the government will have to be generous with tax credit.  It would be cheaper if employers, reluctant to pay the price for health insurance, could buy Medicaid.

Fig. 6-34 Average Annual Premium Costs for Covered Workers, 2000 and 2007
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
In the United States the cost of employer-sponsored health coverage increased 78% from 2001 to 2007, rising faster than wages and inflation. In 2007, the average total premium for a family policy was $12,106—about the same amount as the annual earnings of a full-time minimum wage worker. Employees have seen their average share of annual premiums for a family policy double from $1,619 in 2000 to $3,281 in 2007. As premiums rise, firms may find it difficult to maintain the level of health benefits they offer workers, particularly in times of economic downturn and slowed profits.  80% of the uninsured come from families with a full or part time worker, but most work in places where health insurance is not a benefit offered through their job. 

Fig.6-34 Health Insurance Coverage in the US, 2006
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
In 2007, 60% of firms offered health benefits to workers, down from 69% in 2000. Even if a firm offers health benefits, some employees (about 15% of all employees) are ineligible because they work part-time, are recent hires, or do not meet other eligibility criteria.  Only three in ten poor workers have coverage through their own or a spouse’s employer, compared to 92% of higher-income workers. More than half of poor workers are not offered coverage through their own or a spouse’s employer. Another 15% of poor workers decline coverage when offered, most likely due to the cost of their share of the health insurance premium. For a worker earning $30,000 per year, the employee share ($3,281) of the average 2007 family premium would be more than 10% of their income.

Out of 296.1 million people in the United States in 2006, 54% had employer sponsored insurance, 5% had private non group insurance, 16% were uninsured, 14% had Medicare, 12% had Medicaid or some other public insurance. Slightly more than half (54%) of all Americans receive employer-sponsored health coverage and 5% purchase coverage through the non-group or individual market. For those over age 65 and those with permanent disabilities who qualify for Social Security, Medicare provides health insurance protection, keeping them from the ranks of the uninsured.  Medicaid and other public programs assist 12% of individuals primarily from low-income families.  The likelihood of being uninsured is higher in some states due to the nature of their economy and the scope of public programs, with over 20% of the non-elderly population uninsured in 10 states.  As a state administered, federally assisted program, that covers working age adults and children, Medicaid is the most promising program to extend coverage to those people who are currently uninsured.  The program could be expanded, under a single federal payer, to cover all people living below 150% of the poverty line with plans to move to a national health insurance program if health care costs did not decline. 

Fig. 6-35 State Authorized Children’s Eligibility for Medicaid/SCHIP, January 2008
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Source: Rowland, Diane ScD. Health Care Affordability and the Uninsured. Executive Vice President Kaiser Family Foundation and Executive Director Kaiser Commission on Medicaid and the Uninsured. Testimony to the Hearing on the Instability in Health Coverage of the Committee on Ways and Means Health Subcommittee. April 15, 2008
For low-income families, Medicaid and the companion State Children’s Health Insurance

Program (SCHIP) play a critical role in covering 29 million children and 24 million non-elderly adults, including 8 million low-income adults with severe disabilities for whom private insurance is not a viable option. However, the reach of Medicaid and SCHIP is limited and leaves many of the poor and low-income population without health coverage.  Most states (45 total) have authorized Medicaid and SCHIP eligibility levels for children at 200% of poverty or higher. 

Having agreed that single payer health insurance is medically necessary there are two options for achieving universal coverage - NHI or through subsidizing private health insurance plans for the middle income and expanding government insurance programs for the poor. America’s Health Insurance Plans (AHIP) advocates for universal coverage through subsidies to existing private insurers.  Their plan is that the federal government should provide subsidies for the purchase of private coverage to individuals and families with incomes under 400 percent of the FPL. Individuals with incomes under 300 percent of the FPL should receive greater assistance.  People at 100 percent of the FPL should be eligible for Medicaid.  Insurers would become more reliant upon taxes but would continue to collect premiums from individuals and employers.  It is estimated that to provide needed medical coverage for the uninsured would cost $44.9 billion in public programs or $68.7 billion in private insurance plans.  

In conclusion, single payer universal coverage, is a temporary compromise that Congress must reach with NHI, that remains the long-term goal.  Single payer insurance is a medical necessity to stop the proliferation of bio-terrorism in medical billing and state Medicaid/Medicare contracting corporations and agencies that reduces life expectancy and consumer satisfaction.  Universal coverage is also necessary to the medical establishment for two reasons.  First, to overcome rising disparities in health outcomes, between the rich and the poor and between the United States and other developed nations.  Second, to maintain standing in a world where the United States is the only developed nation that does not offer its people universal coverage.

Chapter 7
 Federal Core Curriculum?

Sec. 600 Forbidden Fruit

In formal education, a curriculum (plural curricula) is the set of courses, and their content, offered at a school or university. As an idea, curriculum stems from the Latin word for race course, referring to the course of deeds and experiences through which children grow and mature in becoming adults.  In formal education or schooling, a curriculum is the set of courses, course work, and content offered at a school or university. A curriculum may be partly or entirely determined by an external, authoritative body (i.e. the National Curriculum for England in English schools). In the U.S., each state, with the individual school districts, establishes the curricula taught. Each state, however, builds its curriculum with great participation of national academic subject groups selected by the United States Department of Education, e.g. National Council of Teachers of Mathematics (NCTM) for mathematical instruction. In Australia each state's Education Department establishes curricula. UNESCO's International Bureau of Education has the primary mission of studying curricula and their implementation worldwide.
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It is important that the education system be wisely governed because 25% of the U.S. population is enrolled in school.  In 2006, 79.1 million people aged 3 and older were enrolled in school.  Of the total, 8.9 million were enrolled in nursery school, preschool, or kindergarten. More than one half, 49.8 million, of the enrolled population in 2006 was enrolled in grades 1 through 12. A total of 20.5 million were enrolled in college or graduate school.  In 2004, about 1.3 billion students were enrolled in schools around the world.  Of these students, 685 million were in elementary-level programs, 503 million were in secondary programs, and 132 million were in higher education programs. ED's $68.6 billion contribution, including loans and other aid, is only about 12 percent of the total $1 trillion spending for all levels of education With a staff of 4,169, nearly 45 percent below the 7,528 employees who administered Federal education programs in several different agencies in 1980 when the Department was founded, the ministry of Education must be efficient.  

Fig. 7-2: $731 Billion Education Expenditure in the United States, by Source 2002
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The curriculum is the governing principle of education.   The curriculum is the commodity that is being purchased with education expenditures.  The curriculum guides the course of study that is taught in school and the use of instructional time.  The student is tested on their mastery of that curriculum.  Therefore the primary intellectual responsibility, of greater importance to institutional well-being than the money or the even the test, of a Ministry of Education, is to establish clear and detailed educational core curriculum guidelines.  The core curriculum guidelines establish the minimum standards that textbooks publishers and educators elaborate upon.  In devising core curriculum guidelines Departments of Education focus upon teaching what is needed to pass the standardized tests, upon which the success or failure of educational systems, are judged.   

There is no uncertainty that curriculum is the core of the United Nations Educational, Scientific and Cultural Organization’s (UNESCO) International Bureau of Education’s (IBE) efforts.  Their mission statement clearly states, ‘The IBE's main mission is to act as UNESCO's centre specialized in contents, methods and structure of education. It builds networks to share expertise on curriculum development in all regions of the world and aims to introduce modern approaches in curriculum design and implementation, improve practical skills and promote informed policy dialogue at national, regional and international levels’.  

The Constitution of The World Council for Curriculum and Instruction, provides, ‘As individual educators from all over the world, we join together in this person-to-person, non-governmental, nonprofit global organization committed to active participation in efforts to achieve the purposes of the organization. As educators in the world community, we have responsibility to ensure that education contributes to the promotion of equity, peace, and the universal realization of human rights. To this end, all curricular and instructional programs should strive to facilitate in every person the development of (1) a comprehensive sense of respect - of self, others, and the environment and (2) the capacity to participate at all levels of world society from local to global. As individuals, we commit ourselves to strive toward these ideals and fulfill the purposes of the organization within our professional responsibilities and in our organizational relationships’.  

The International Association for the Advancement of Curriculum Studies was established in 2003, ‘to support a worldwide - but not uniform - field of curriculum studies.  Curriculum inquiry occurs primarily within national borders, often informed by governmental policies and priorities, responsive to national situations. Curriculum study is, therefore, nationally distinctive’.

The United States of America, however, as the result of a very strange and self-defeating prohibition of federal control of education, by a war President who, before he was impeached, championed several strange misguided and dictatorial prohibitions that haunt the nation to this day, now beats around the bush, so that the subsequently created Department of Education, studies and legislates school finance and test scores, to, at its best, use public schools as grounds for social experimentation, and at its worst, for biological experimentation and extortion, but never for the pedagogical expression of curricular values, one would expect, even demand of the federal ministry of education.  

Although there is clearly an international dimension to curriculum study, that local educators, particularly in the United States where they do not enjoy any federal guidance, must study, curriculum study, is nationally distinctive. It is at the national level where the currency is minted and distributed to those who most represent its interest. It is at the national level that global society and national identity intersect, in a common language, history and membership in international organizations.  It is the national education system that is ranked on the basis of the aggregate results of international standardized tests.  Why must the States go without a teacher, textbook and syllabus?  

Sec. 610 The Flaw

Congress has legislated a Prohibition against Federal control of education under 20USC(31)III(2)§ 1232a as codified from the General Educations Provisions Act  of April 18, 1970, P.L. 91-230, Title IV, sec. 401(a)(10), 81 Stat.169 that was cited at 20USC(52)I§3921 of the Education for Economic Security Act of August 11, 1984, P.L. 98-377,  and reinforced at 20USC(48)I§3403 (b) of the Establishment of Department of Education Act of October 17, 1979 P.L. 96-88.  

The original Nixon prohibition, from the same year the Controlled Substances Act prohibited all professional competence in drug control, shortly after abandoning the gold standard for currency stabilization, at the height of Vietnam War protests by drug consuming hippies on school campuses, at the start of our modern age of inequality, reads:

‘No provision of any applicable program shall be construed to authorize any department, agency, officer, or employee of the United States to exercise any direction, supervision, or control over the curriculum, program of instruction, administration, or personnel of any educational institution, school, or school system, or over the selection of library resources, textbooks, or other printed or published instructional materials by any educational institution or school system, or to require the assignment or transportation of students or teachers in order to overcome racial imbalance’. 

The Prohibition on federally sponsored testing under 20USC(31)III(4)§ 1232j, also from the General Educations Provisions Act, being a somewhat abusive practice, particularly for those who have not sufficiently studied for the test, has a loophole whereby ‘no funds provided to the Department of Education or to an applicable program, may be used to pilot test, field test, implement, administer or distribute in any way any federally sponsored national test in reading, mathematics, or any other subject that is not specifically and explicitly provided for in authorizing legislation enacted into law’.  Thus Congress retains the power to degrade the students they have deprived of the right to a quality education.

As a result of these prohibitions, States are left behind to fend for themselves and Sec. 60061(a)(4) of the California Education Code, ‘Guarantees that all copies of any instructional materials sold…are at least equal in quality to the copies of those instructional materials that are sold elsewhere in the United States, and are kept revised, free from all errors, and up to date as may be required by the state board’.  

Congress has legislated an unconstitutional attitude pertaining to education that prohibits good governance, abridging the freedoms of speech and press that would be embodied in a federal core curriculum, and dictates for themselves, that which is degrading, such as testing.  In Tinker et al v. Des Moines Independent Community School District et al 393 U.S. 503 (1969) the U.S. Supreme Court held, ‘A prohibition against expression of opinion, without any evidence that the rule is necessary to avoid substantial interference with school discipline or the rights of others, is not permissible under the First Amendment and Fourteenth Amendments’.  

The First Amendment states, ‘Congress shall make no law respecting an establishment of religion, or prohibiting the free exercise thereof; or abridging the freedom of speech, or of the press, or the right of the people peaceably to assemble, and to petition the Government for a redress of grievances’.  By legislating an official prohibition of federal control of education Congress has directly abridged every aspect of the US Department of Education’s First Amendment freedoms and rights.  Congress has prohibited the freedom of speech and of the press, as it pertains to the guidance of curriculum and publication of textbooks.   Congress has directly prohibited the right of the federal government to peaceably assemble to promote and prohibit the curriculums of the state departments of education under the Tenth Amendment.  This abridgement indirectly abridges the right of educators, parents and scholars to sue the U.S. Department of Education, in its consultation with the states, regarding the production of textbooks and lesson plans that meet or exceed the federal minimum standards, which are tested.  All to respect a ridiculous parody of the forbidden fruit – the core curriculum - in the biblical Garden of Eden – the U.S. Department of Education - Congress has condemned the national system of education to perpetual nakedness, to subversive unconstitutional federal governance, to the mid-level bureaucrats in the many states, to an ignorance that is not always so blissful when the test results, for tests that have not necessarily been studied for, come in.  

The fact that it is the federal government that has been prohibited to control education gives rise to a Tenth Amendment issue that the Department latches on to, to explain their anti-social behavior, but only in the negative space.  The Tenth Amendment states, ‘The powers not delegated to the United States by the Constitution, nor prohibited by it to the States, are reserved to the States respectively, or the people’.  The Constitution makes no reference to education, whether it is a federal, state or local concern, and being too expensive for the people, and disowned by the federal government, became the domain of the State.  The prohibition of federal control of education, however, defies the Tenth Amendment, in that it is the federal government and not the States, who are ‘prohibited by it to the states’, the federal government has not used their power to delegate, nor the power to prohibit the states, nor by so doing given the power to the people, but it has misinterpreted the law to enjoy of the religious humor of the Framer’s and their prohibited ‘by it” of the forbidden apple of wisdom, at the expense of federal knowledge regarding core curriculum of the education of the people.

Thus we arrive, like the freed slaves at the end of the Civil War, whose masters had been deposed, but without an economic livelihood, at the Equal Protection Clause of the Fourteenth Amendment whereby, ‘No State…shall deny to any person within its jurisdiction the equal protection of the law’.  Failure to provide for the equal protection of the law is by definition discrimination.  When it comes to education, there is no higher law than the curriculum. The State sets the curriculum, the textbook manufacturers vie to market it to teachers, who are required to teach it to the students, who are then tested on it to determine whether they pass or fail, or are showered with honors or will die an anonymous death as an experimental test subject at the hands of the honor students who can comprehend such nonsensical concepts as the prohibition of federal control of education.  The States would benefit from greater oversight and minimum standards for their curriculum set by a federal government. But all in all, it is the entity and people of the United States of America, who have not necessarily studied for the international standardized tests that they are obligated to take, who would benefit from a federal core curriculum.

Sec. 620 The Debate 
Exclusion of the federal government from either direct activity or any form of control over local educational policy was a principle established quite early in American history. The operation and oversight of public schools in the United States is typically the responsibility of states and local communities. Throughout most of the nation’s history, the federal government was not expected to play a major role regulating or directly financing schools.   The belief in limited federal involvement in education has been replaced by the presumption by many legislators that past federal investments justify imposing high stakes accountability requirements on schools.  Most politicians and citizens accept federal involvement in schools today, but how extensive that role ought to be is still subject to lively debate.  “After spending $125 billion of Title I money over 25 years, we have virtually nothing to show for it” said, Sen. William Frist (R-TN), quoting Education Secretary Roderick Paige.

Over the past five decades, conservatives in Congress softened their objections to the principle of federal aid to schools and liberals downplayed fears about the unintended consequences of increased federal involvement. In most of these episodes, supporters of federal aid to education in Congress were typically liberals and Democrats. Opponents to federal aid were usually—but not always—conservatives, Republicans, and Southern Democrats. Liberals frequently defended school aid as a necessary and appropriate role for the federal government. Conservatives (and others) were often concerned about the threat of federal control of schools when they opposed these proposals. Signaling his intention to become an education activist, presidential candidate George W. Bush had to lobby to remove a plank calling for the elimination of ED from the 2000 Republican platform.  It was a significant development for a bona fide conservative to advocate increased federal involvement in schools.

Rep. Donald D. Clancy (R-OH) claimed the ESEA bill was a manifestation of federal control (as opposed to a federal control threat). “Under this legislation, decision-making with respect to course content, curricula, instructional materials and professional standards for teachers would be centralized in the U.S. Office of Education”.

The creation of a U.S. Department of Education was of course an issue of major contention.  It was said, ‘During the last decade, the Federal Government has become more and more involved in education. What started out as assistance, primarily financial assistance, to State and local authorities, has emerged as de facto control through the threat of withholding funds upon which local systems had become dependent. The creation of a department of education obviously will strengthen this trend toward centralized decision-making in the field of education.  It is not difficult to imagine [the Department of Education] establishing national “advisory” standards at some point in the future. Later, the department could require adherence to the compulsory standards, if Federal aid is to be continued. Next, standard tests, developed by the Federal Government, could be mandated to check whether the compulsory standards are being met. Last, State and local authorities will be coerced into acceptance of a standardized curriculum as the ‘only possible’ guarantee of meeting compulsory standards’.

Senator Harrison H. Schmitt (R-NM) during consideration of a proposal to establish the U.S. Department of Education, said, “In Congress, there is an ideological and political distinction between acceptable and unacceptable education policies.  Congressional interest in schooling, combined with the widespread belief that the federal role in education ought to be limited, exert opposite ideological pressures”.  

Dissenting from the House Committee on Government Operations recommendation to establish the U.S. Department of Education in 1979, Rep. William S. Moorhead (D-PA), said, “To me, the creation of this Department [of Education] provides a potential for a centralization of the control of ideas, a potential which may or may not be realized but one which will be latent for as long as the Department exists. And, as we all know, where there is potential for a thing to be done, there are eventually people who attempt to realize that potential for whatever purposes—good or evil”.

Falling short of condoning a federal role in setting the curriculum, Sen. Edward M. Kennedy (D-MA), chair of the Committee on Labor and Human Resources, gave a concise rationale for S. 846, the early Senate version of the legislation that was to become Goals 2000 said, “By codifying the National Education Goals, this legislation will strengthen our commitment to reach them. By providing for the development and certification of voluntary standards for learning in seven basic sources—math, science, English, history, foreign languages, art, and geography—this legislation will help to end the growing confusion about what students should be learning in their classes”.

The No Child Left Behind Act of 2001 (NCLB) builds on a tradition of gradually increasing federal involvement in the nation’s public school systems.  The first major federal intervention into education was the National Defense Education Act of 1958 (NDEA) of the post Sputnik era of the late 1950s and 1960s federal funds and foundation support were provided to support curriculum and methodological changes in virtually all K-12 subject areas.  This led to the Elementary and Secondary Education Act of 1965 (ESEA).  Whereupon, a decade later the Rand Corporation determined that only vestiges of the program remained and public schools were highly resistant to change and that this resistance increased as one went up the educational ladder, wherefore the Education for All Handicapped Children Act of 1975 (P.L. 94-142) led to the 1979 Department of Education Organization Act.   Teachers in schools today are once again involved in curriculum revision in response to more than two hundred national and state studies suggesting that American students are at-risk, indeed the nation is at-risk, in the international marketplace wherefore Goals 2000: Educate America Act of 1994 sought to increase funding for math and science education.  The NCLB was debated and passed by Congress in 2001 and signed by President George W. Bush on January 8, 2002. The law reauthorized (and renamed) the Elementary and Secondary Education Act (ESEA), which was originally enacted in 1965.  Standardized test after standardized test shows that American students don’t fare well when compared to their counterparts in the rest of the world. 

Under the NCLB schools that do not make adequate yearly progress in meeting proficiency levels on state assessments are identified as being “in need of school improvement.” School districts and states can also be flagged for improvement based on aggregate scores. The law includes a few due process provisions for schools identified for improvement, but little flexibility on timelines or consequences. For schools that fail to make progress, a sequence of corrective measures must be taken by the school district, including providing the option for students to transfer from the school in need of improvement to another public school within the district.
The line is clearly drawn - the government refuses to govern, so they judge.  The liberals and the conservatives have agreed they want better return on their investment in education, but they are not willing to repeal their prohibition of federal control of education.  They are not willing to talk sense and allow the Department of Education to regulate the curriculum, they poisoned so long ago.  The prohibition is such an impediment to the governance of the education system that Congress created a Department of Education, to not govern the national system of education more governmentally.  A non-governing government is however little solace, for any but the debt collector, the mad scientist, and the dictator.  The U.S. Department of Education and U.S. Congress will need to confront the Prohibition of Federal Control of Education and repeal it.  This prohibition of reason conflicts with the First Amendment right and academic freedoms of the professional educators working for the Department(s) of Education, and therefore all people, to debate the curriculum, texts and instructional methods with the Nation of People.  A Department of Education that doesn’t set the core curriculum guidelines is as undemocratic and unlikely to succeed as an election without a ballot. 

Sec. 630 The Field of Curriculum Studies 

The International Association for the Advancement of Curriculum Studies was established in 2003, ‘to support a worldwide - but not uniform - field of curriculum studies.  Curriculum inquiry occurs primarily within national borders, often informed by governmental policies and priorities, responsive to national situations. Curriculum study is, therefore, nationally distinctive’. Official statements of subjects to be taught and time emphases, mainly at the primary level and, to a lesser degree, at the upper secondary level, are increasingly standardized worldwide. These findings not only underscore the predominance of the nation-state as the site at which school curricula are constructed and sanctioned, but also the spreading influence of international organizations and trans-national professionals in diffusing rationalized prescriptions of educational knowledge and legitimated curriculum models.

A curriculum may be of the traditional type that is carefully planned by a teacher or of the type at present fashionable, but uncommon, that is supposed to emerge from a process of negotiation between education system, teacher and learner.  There are, a formal curriculum prescribed by state or local authorities; an operational curriculum seemingly being presented at a given moment; and a curriculum experienced by students. In choosing to call one of these the curriculum, it is important to remember that there are other curricula and especially that the word “curriculum,” in its full generic sense, can embrace all of these.    

The very first textbook on curriculum in the United States was published in 1918 and numerous others have been written through to the recent monumental survey of the field by Pinar et al. (1995).  Researchers in the field of curriculum history, who examine historical changes in the configurations of educational knowledge, assume that "internal" societal actors – for example, national political stakeholders, economic elites, discipline gatekeepers and education specialists -- play the dominant role in determining what counts as official school knowledge.  Properly negotiated, curriculum should reflect that the nature of what is taught in school is subject to the influences of three groups – professional educational community, parents and families and the state.   

The curriculum and even schools themselves are seen to be products of the social system in which they exist.  Education plays a role in helping to create more equitable societies.  Schools should not reproduce or reinforce existing societal divisions and inequalities, but rather aim to promote the intellectual, creative and emotional development of all individuals, as well as the values and attitudes necessary for social cohesion and responsible citizenship.   Education should ensure the learners’ cognitive development- genuine learning must take place for each and every learner.  Curriculum must be sensitive to the pupil’s local cultural context in order to best promote learning, but must also help people to develop the skills necessary for the country’s global economic integration.  

In the decades following WWII, international interest in the substance of the curriculum waned. School expansion -- rather than the re-structuring of curricular contents -- became the preferred solution for a host of pressing economic and social ‘challenges’ such as economic development, high fertility, the need for trained manpower and reducing poverty. In recent decades, however, debates about the curricular contents of national education systems -- how they are structured, how they have changed over time, and how they affect what kids know and learn -- have intensified. Due in large part, to the highly publicized, comparative studies of educational achievement, renewed academic interest and public debate over curricular contents have been generated. 

Most of the educational knowledge taught in primary schools can be classified into six subject areas: language, mathematics, natural science, ‘social sciences’, aesthetic education and physical education. These subject areas represent the core curriculum of primary education worldwide and typically receive between 80% and 90% of overall instructional time during the first six years of schooling. Several other subjects—religious/moral education, hygiene/health education, vocational education/ practical skills—are taught in many national school systems, though their presence is contingent on historical or cultural conditions. 

Although the structural organization of primary school curricula has remained fairly stable, the specific contents of school subjects have apparently experienced considerable shifts. Principles of individualism, child-centrism, a more rationalized polity and the protection of the natural environment have gained prominence in school curricula. Trans-national topics have become more pervasive in the social sciences (Frank et al. 2000) and civic instruction has increasingly shifted its focus to the ‘post-national citizen’, actively involved in world affairs. 

Secondary education continues to expand worldwide.  Both within and across countries, the purposes, financing and curricula of secondary education are considerably more varied than in the past.  In the United States the comprehensive and free high school that flourished in the post WWI era embodied a uniquely American vision of secondary education. By combining the principles of small, often private, college preparatory academies with a broad set of occupationally relevant curricular offerings, the comprehensive high school sought to encapsulate democratic values and pragmatic educational principles.  The model was anti-elitist, egalitarian ideal, where academically and socially diverse students could study a common core of curricular subjects, but also fostered the “elective principle” which allowed students to choose from a range of course offerings.  In quantitative terms the expansion of secondary education in the United States was unprecedented.  Enrolment ratios increased from 7% of the youth population in 1890 to 80% in the 1960s. 

Many vocational/technical programs are losing their terminal character.  Whereas vocational students were once channeled directly into the labor market, today graduates often have the option to take national matriculation exams or enter post-secondary institutions.  Over time there has been an increase in the number of single track secondary systems from 30% of 113 educational systems in the 1960s to 51% of 160 educational systems with data.  The breakup of the Soviet Union led to a dramatic increase in the number of single track educational systems in Eastern and Central Europe.

National reforms of secondary education, which establish particular organizational frameworks, may have only a marginal impact on curricular contents.  In many countries, altering the labels of curricular tracks is relatively cheap and easy to accomplish.  Curricular contents appear to be more sensitive to the flows of global ideologies and trans-national models than the particular nation in which they are situated.  School officials find creative ways to accommodate current ideologies and fashions without making fundamental changes to social life.  On the other hand, educational decentralization and the development of political authority give voice to new actors, parents, local officials, non profit organizations.  They also create new possibilities for greater sub-national diversity within educational systems.  In sum, the greater diversity of curricular structures found in secondary schools today deserves greater attention by scholars and policy makers alike.  Complex international, national and local forces impinge upon these structures.  Secondary education in general, and lower secondary education in particular, represent a special period of curricular trial and error.  Situated between the ‘obsessive’ teaching of generic skills during the primary grades and the high stakes consequence of student achievement, or lack thereof, during the final years of compulsory schooling, secondary curricula have the potential of providing spaces for experimentation and exploration.  Such conditions are more likely to nurture competences with important long term consequences.

At the upper secondary level, traditional gymnasium-type programs and instruction in the classical languages have declined in almost all world regions since the 1930s. Europe is the only region in which they remain relatively prominent. At the same time, general/comprehensive programs as well as specialized mathematics and science tracks have increased in most world regions. Two basic modes of organizing academic upper secondary education increasingly characterize most education systems: one, a single, general or comprehensive program involving a measure of course selection by students; and two, parallel and more specialized programs of study (e.g., mathematics and science, humanities, law), each emphasizing distinctive contents. The latter mode has typically emerged in systems in which classical programs once predominated. There are also quite a few countries that mix or combine these two modes.  In the academic programs of upper secondary education curricular emphases usually reflect track types or study program. Tracks labeled as ‘comprehensive’, ‘mathematics and science, social sciences or classical contain subjects and curricular emphases in line with the program’s name or label. For example, mathematics and science programs (tracks) usually contain about twice as many class periods devoted to the study of these subjects as compared to other upper secondary programs.  

Sec. 640 Textbook Development

At the interface between the curriculum and the classroom, policy and practice, theory and implementation – at the crux of government efforts and private initiative – textbooks have a lot of practical and symbolic importance.  The World Bank found that textbook availability was the single most consistent correlate of academic achievement in developing countries and that textbook investment could significantly change the academic achievement of a nation’s school children  The role of textbooks in facilitating quality education for all is that they are “material that pertains to an instructional sequence based on an organized curriculum” and on formal, or centrally approved, textbook development processes.  

Where school curriculum is splintered among multiple authorities, a school textbook may informally serve as the source of a national curriculum, and textbook manufacturers may constitute an effective, albeit controversial, national education agency.  Like all manufactured goods, school textbooks have different qualities and costs.  Because education is largely a social good, the financing for school textbooks is largely a responsibility of the state.  However, only in wealthy countries are the costs borne entirely through general tax revenues of the state.  In middle and low income countries families are asked to finance schoolbooks directly. The ideal ratio of textbooks to children is 1:1 but 1:3 is acceptable.  In Angola, Kenya, Tanzania surveys discovered primary textbook to pupil ratios 1:20 or worse in rural areas. 

A textbook is a book whose purpose is for ‘instructional use’.  School textbooks pertain to an instructional sequence based on an organized curriculum.  The nature of what is taught in school is subject to three groups – professional educational community, parents and families and the state.  If designed professionally, school textbooks reflect that consensus.  But that consensus changes over time to reflect points of view that come in and out of fashion.  Textbooks can be the cognitive cement behind a fully literate society.  When misused however, textbooks can be a source for financial corruption.  They can be responsible for antiquated ideologies.  Worse, they can be used as instruments to inflame sectarian passion, threaten a nation’s social cohesion and, on occasion, lay the intellectual foundations for civil war.  Therefore, textbooks are not of educational concern only, they constitute a legitimate concern within the context of regional and international security.  Textbooks are often revolutionary in nature and can be a modernizing influence.  The pedagogy of critical thinking requires the learner to call up a sense of background called evocation, then to confront new information called realization and lastly to pause to consider the value of the new information learned called reflection.   

It was not until the 1800s that schools began to require uniform learning materials.  The need for textbook uniformity is an issue tied to free textbook programs.  By the early twentieth century every state except Alabama had adopted some procedure to assure uniform textbooks.  As the educational publishing industry expanded during the late 1800s teachers, parents, and legislators began to view textbooks as commercial products.  To enforce these requirement districts purchased textbooks and distributed them free to children.  The distribution of free textbooks developed from a prior initiative to ensure that schooling itself was free to all children.  The free school movement had become progressively visible in the late nineteenth century.  By 1888 a national consensus supporting free schools had been formed and by 1903 the majority of states were providing free textbooks for either all the children or at least those that were indigent.  Textbooks became profitable because of the expanded market that resulted from their free distribution in the schools.  Ambitious publishers were accused of exploiting the districts.  As an antidote, California and Kansas required adoption of textbooks published by their states.  Opponents of state published textbooks protested that a competitive market ensured that the finest school materials were available and the movement was short-lived.   Between 1836 and 1920 over 62 million copies of the McGuffey Reader were sold.  By 1920 over 50% of the pupils in the US had used the McGuffey reader.  

Textbooks were revised several times during the twentieth century in response to ideological developments.  Fearing pacifist textbooks would undermine national security during WWI, WWII and the periods that immediately followed, most publishers enhanced the nationalist content within their textbooks.  Politically liberal ideologies were apparent in the textbooks produced during times of domestic unrest like the Great Depression and Vietnam era protests. During the 1920s religious content was excised and the term theory of evolution was coined, deleted and substituted for less volatile synonyms.  In the 1960s textbook publishers made some alterations to reduce racial bias whereby publishers darkened the faces of some nonminority children in photographs and other publishers produced multiethnic and standard editions for markets with different racial profiles.  In the 1970s the Women’s rights Movement demanded that gender bias be expurgated with the same aggressiveness and publishers replaced terms such as men with gender neutral terms such as persons or people. 

Should the state manufacture their own textbooks?  No industrial democracy does.  The policy of supplying paper and printing presses to government agencies distorts the market and today most countries entrust the writing of textbooks to sub-contractors in commercial houses with the necessary expertise and capacity.  Up until the 1990s UNESCO had a long standing policy of assisting developing countries with the supply of equipment for the manufacturing of textbooks.  In essence the international community was subsidizing textbook manufacturing presses and paper owned and utilized by the local Ministries of Education.  While the lack of supply requires public intervention, the practice of assisting a monopoly in the manufacturing process led to many problems typical of state owned enterprises, including under-utilization, poor quality, inefficiency and corruption.  While a few developing nations still try to hold to the proposition that a ministry of education can manufacture educational materials, most adhere to a common framework with respect to the role of the state, and the role of the teacher as the ultimate source of textbook selection.  This framework provides for the finance of educational supplies largely, but not necessarily entirely, by the ministry of finance, whose responsibility it is to insure that public expenditures are allocated in the most effective manner possible.  It is the responsibility of the Ministry of Education to annually report on the effectiveness of the allocation of public expenditures and to report to the public in a transparent manner.  Since textbook and educational materials are a common source of education corruption, it is important that all facts about textbook procurement should be a matter of public record.  

The primary intellectual responsibility of a Ministry of Education is to establish educational objective and to make them effective.  This may include the following factors

· Prepare clear and detailed curriculum guidelines

· Make them available for development of textbooks

· Establish an objective process of evaluation and authorization of textbooks

· Determine the channels of financing and distribution

· Set minimum physical standards of production

· Perform the same functions with respect to teacher’s guides and other instructional materials

· Train teachers in the use and care of textbooks and instructional materials

· Protect intellectual property rights through appropriate legislation and court sanction 

Modern Ministries assist in the development of the local publishing industry not by excluding external competition, but rather by encouraging local participation in textbook contracts both domestic and international, and by encouraging partnerships between local, national and international publishing houses.  The preferred mechanism for assuring appropriate educational materials is to publish request for proposals (RFPs).  Publisher then respond by using their standards of technical quality under the exigencies of time and cost constraints set the Ministry of Education.  If the bidding process is sufficiently professional, publishers will respond with a wide variety of technical educational purposes at various price levels and manufacturing qualities (Heyneman 2006).  
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School textbooks comprised 40% of U.S. publisher’s net sales of $24.2 billion in 2006.   Combined sales of educational titles outnumber all other categories of book sales. K-12 products sold $6.2 billion; Higher Education titles sold $3.5 billion for a total of $9.7 billion (American Association of Publishers 2006).  It is sometimes held that publishers are not identical to all other capitalists, they hold values of public service and intellectual creativity in addition to those of market profitability.  Publishers of school textbooks describe their own motives by saying that a publisher of textbooks “places a higher value on confidence and respect than on quick pecuniary advantage”
There are three different strategies for improving memory – mnemonic, structural and semantic.  Mnemonic methods words are grouped by sound.  Structural methods, words are grouped alphabetically.  Semantic methods words are grouped by meaning. Text materials are often divided into four general categories (1) narration and description, (ii) prescriptions and directives, (iii) procedures (iv) theoretical laws.  Each can be used by the textbook author.  

How is a teacher, or minister of education, to tell the difference between a textbook that is effective from one that is superficial.  A teacher will need to assess the textbooks “teaching program” and how accurately the textbook can “visualize” the students that a teacher must educate, the day-to-day management problems he or she will encounter, the feasibility of various class activities, and the language of discourse given the exigencies of second languages classrooms use, and level of vocabulary.  Textbooks are analogous to a machine in that they are engineers for quite specific purposes, hence they must be held accountable for achieving those purposes specifically.  

After hearing a petition from a Reverand regarding pulling several offensive books from the library shelves the State Board found the proper standard against which challenges to educational materials in Iowa are to be measured is the “appropriateness of educational materials for its designated audience” and that the ultimate determination of such appropriateness is primarily the responsibility of the local Board of Directors.  The criteria for the selection of materials was determined to apply: 

1. Materials shall support and be consistent with the general objectives of specific courses…

2. Materials shall be appropriate for the subject area and for the age, emotional development, ability level, and social development of the students for whom the materials are selected…

3. Materials shall be chosen to foster respect for the contributions to our civilization by minority groups, women and ethnic groups and shall realistically represent our pluralistic society, along with the roles and life styles open to both men and women in today’s world.  

4. The selection of materials on controversial issues will be directed toward maintaining a balanced collection representing various views. 

5. Selection is an ongoing process which should include the removal of materials no longer appropriate and the replacement of lost and worn materials still of educational value. 

6. Objection may be raised to instructional materials despite the fact that the individuals selecting the material were duly qualified to make the selection and followed the proper procedure and observed the criteria for selecting such material (Bartlett 1979).  

Sec. 650 The Benefits of Studying for Standardized Tests

The use of standardized testing in the United States is a 20th century phenomenon with its origins in World War I. It was also given a major boost in the Cold War. The first large-scale use of standardized assessment methods related to the IQ test, first used in the US was during World War I (circa 1914-18). More recently it has been driven in part by the ease of computer-grading of standardized tests, and the comparative difficulty of grading essays by computer. In the United States, the need for the Federal government to make meaningful comparisons across a highly de-centralized (locally controlled) public education system has also contributed to the debate about standardized testing.  The U.S.-based Educational Testing Service (ETS) established in 1948 is the world's largest private educational testing and measurement organization, operating on an annual budget of approximately $900 million.  To regulate standardized testing the Joint Committee on Standards for Educational Evaluation has published three sets of standards for evaluations - The Personnel Evaluation Standards was published in 1988, The Program Evaluation Standards (2nd edition) was published in 1994, and The Student Evaluation Standards was published in 2003.

The Elementary and Secondary Education Act of 1965 required standardized testing in public schools. US Public Law 107-110, known as the No Child Left Behind Act of 2001 further ties public school funding to standardized testing.  Central to the NCLB mandate is that states establish student performance benchmarks and identify schools not making adequate yearly progress (AYP), with proficiency judged through state-specific assessments. Schools that fail to make AYP for two consecutive years are designated as in need of improvement. Those failing to do so for four consecutive years may be referred for various corrective actions. After five years of not making AYP, schools may be ordered into radical restructuring—they may be converted into a charter school, a private company may take over the school, or the state may assume responsibility for running the school.

Under the No Child Left Behind Act (NCLB), each state can select the tests and set the proficiency standards for reading and mathematics by which it determines its standing with respect to the requirements of adequate yearly progress (AYP). An apparent consequence is that the percentages of students deemed proficient vary widely across states for a given subject and grade.  For grades 4 and 8, percentages of students in states reaching proficiency can be compared to the estimated percentages of students achieving proficiency as defined by the National Assessment of Educational Progress (NAEP).  Although there is an essential ambiguity in any attempt to place state standards on a common scale, the relative ranking of the NAEP score equivalents to the states’ proficiency standards offers (a) a credible indicator of the relative stringency of the standards, and (b) a more useful basis for policy discussion than the differences in percentages referred to above.

The results of the 2006 Program for International Student Assessment (PISA), a system of international assessments that measures 15-year-olds' performance in reading literacy, mathematics literacy, and science literacy every 3 years, are in – US students scored lower than OECD average score in math and science and the government was not even able to print the literacy test book correctly.  US student scored below average on PISA tests, out of 1,000, in all three scientific literacy subscales (explaining phenomena scientifically (486 versus 500) and using scientific evidence (489 versus 499) and identifying scientific issues subscale (492 versus 499).  US students also scored lower than average in mathematics (474 versus 498). PISA 2006 reading literacy results are not reported for the United States because of an error in printing the test booklets. In several areas of the PISA reading literacy assessment, students were incorrectly instructed to refer to the passage on the "opposite page" when, in fact, the necessary passage appeared on the previous page. Because of the small number of items used in assessing reading literacy, it was not possible to recalibrate the score to exclude the affected items. Furthermore, as a result of the printing error, the mean performance in mathematics and science may be misestimated by approximately 1 score point.

On a more positive note the Trends in International Mathematics and Science Study, which is conducted by Boston College, in Massachusetts, puts the state of Massachusetts in the same elite league as several academically powerful Asian countries. Massachusetts students significantly outperformed their peers on a prestigious international math and science exam coming in second worldwide just behind Singapore and ahead of Taiwan, Hong Kong, and Japan in 2008. By contrast, the United States as a whole placed eleventh with a score that researchers characterized as significantly lower than Massachusetts.  "This is a tribute to the work of the Commonwealth's [image: image74.wmf]0
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students, teachers, and administrators," said state Education Commissioner Mitchell Chester in a telephone interview. "This is a validation of the educational reforms undertaken in the last decade-plus and the financial investment that was made." 

The test, more commonly known as TIMSS, is considered the largest assessment of international student achievement. Some 425,000 fourth- and eighth-graders in more than four dozen countries last year took the exam, which has been given every four years since 1995. In Massachusetts, about 95 randomly selected schools administered exams to 3,600 fourth- and eighth-graders. Massachusetts had not participated as its own "nation" since 1999 when only the state's eighth-graders took the exam. Participation cost the state $600,000. As the result of this dedication to the test, in eighth-grade math, the state's score rose 34 points to 547 from eight years ago, compared to a 7-point increase for the United States, which averaged 508 last year. In eighth-grade science, the state's score rose 23 points to 556, compared to a 5-point gain for the United States, which scored 520 last year. The top possible score on each exam was 800.   The only other state that participated as an independent entity was Minnesota, which consistently trailed Massachusetts but did do better than the US average.
The purpose of this essay is not to question the fairness of tests and testing.  Just four family factors explain most of the difference in test outcomes. They are the percentage of children living with one parent, the percentage of 8th-graders absent from school at least three times a month, the percentage of children 5 or younger whose parents do not read to them daily, and the percentage of 8th-graders who watch five or more hours of TV a day.  The objective of this essay, and its most convincing argument regarding the existence of standardized testing, is to convince the federal government to do their job and mandate core curriculum guidelines to the States so that they could co-operate as a national system of education, to publish textbooks and lesson plans that would ensure students are taught the concepts, issues and facts that they are expected to know and will be tested on international standardized tests.  Studying for the test worked for the Massachusetts school system, it worked for every passing grade every individual student ever received, why can’t it work for the nation?  Standard tests, developed by the Federal Government, help to check whether compulsory standards are being met.  The best method to keep test scores, on national and international standardized tests up, is for State and local authorities to accept a standardized core curriculum as the ‘only possible’ guarantee of meeting compulsory minimum standards.  These curricular standards do not need to, and in fact, should not consume all instructional time, instead they should consist of  a ‘core’ curriculum, typically conveyed through textbooks, of information that is needed to pass standardized tests, that publishers and educators flesh out, into an apple of wisdom that imparts the knowledge teachers and students need to succeed.    

Sec. 660 Liberal Arts

The solution to higher education is a liberal arts core curriculum.  There are of course other programs in engineering, health and science but they are as politically problematic as they are uneducated in the pragmatic canons of Aristotle, Plato, Smith, Marx and Keynes (Steven, Seligman & Long 1993).  The more problematic, the more research dollars they bring in, so what happens is the moral, ethical, critical thinking and socially skilled, albeit comparably poor and infighting, liberal artists, are relegated to the status of lab rats, much like the population in general, and the so called public and private research institutions of higher education must “take a bite out of poison”.  The ‘killed her garden’ (reference to being so numerous and childlike in their violent fantasies as kindergarteners) post graduate research laboratories and professions need to stop making animals sick.  They need to completely stop manufacturing chemical and biological weapons.  They need to stop their spying and use of personal information. They need to chop down the psychiatry and get a social worker.  They need to license lawyers to go to trial after a four year undergraduate degree to minimize the greed and class warfare that stems from their extended juvenile delinquency.  They need to stop skimming graft from the political corruption they keep in power.  They are the leading cause of death and disease.  They are the State, County/Corporate, University, and Municipal (SCUM) of the earth who must seek the counsel and pay for the ethical review, the scathing criticism and yes, the nay, of all the liberal artists on campus, united for eternal life.  

Before treating upon the curriculum and the canons, and completely omitting all mention of the hypocrisy of letter grades on essays, it is important to instill some respect for the research articles and prose literacy that are the product of academia.  The production of research articles and books are the only bona fide demonstration of academic accomplishment.  Unfortunately the finance of academic research does their best to poison the researchers, petitioners and personalities who really have something to say, and pay the professors, in advance, to prop up the government, a corporation or system of education. The annual National Science Foundation report on Research and Development Expenditures in Universities 2007 reports that overall, universities and colleges reported S&E R&D expenditures of $49.4 billion in FY 2007, 3.5% more than in the previous year ($47.7 billion).   When adjusted for inflation, academic R&D rose by 0.8% in FY 2007.  The federal government is the largest source of academic R&D funding, accounting for more than 60% of total R&D expenditures, more than half of that from the National Institutes of Health (NIH).   As an indicator of how much R&D within medical schools contributes to the total R&D reported, only 2 institutions within the top 20, do not have a medical school within their institution.  Return on the investment is marginal, and a survey of 68 research universities revealed that for every increase of $1 million in federal research funding (1996$) to a university results in 10 more articles and 0.2 more patents. The change in citations per article is negative but very small and imprecisely measured. As a first approximation, increasing federal research funding on the margin results in more, but not necessarily higher quality, research output.
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Education for education’s sake seems to be the answer, but who would pay when they could, and probably should have, gone down the street to the public library, bought a computer, written an essay or a book and freely distributed it on the Internet without getting hung-up on greedy copyright laws?  People want promises of money, success, and lack thereof, abuse, in return for their investment.  Between the degrading treatment and the abstract and uninspiring ideal that academic work has absolutely no basis in real life or society, education is not an extraordinarily efficient process.  In a spin-off of the light bulb joke, how many employees does it take to graduate a single student of higher education?  The answer appears to be roughly 2.  When one focuses on the actual teachers to graduating students, the ratio is closer to an annual 1:1.  The average student apparently has to pass nearly exactly as many teachers as attend the median classroom size, to graduate.  

Approximately 3.4 million people were employed in colleges and universities in the fall of 2005, including 1.3 million faculty, in 4,314 accredited institutions offered degrees at the associate's degree level or above. These institutions included 2,629 4 year colleges and universities, and 1,685 2 year colleges, at a total cost of $277 billion. Of the 1,485,000 bachelor's degrees conferred in 2005–06, the largest numbers of degrees were conferred in the fields of business (318,000), social sciences and history (161,000), and education (107,000). At the master’s degree level, the largest numbers of degrees were in the fields of education (175,000) and business (146,000). The fields with the largest number of degrees at the doctor's degree level were education (7,600), engineering (7,400), health professions and related clinical sciences (7,100), biological and biomedical sciences (5,800), psychology (4,900), and physical sciences (4,500).

In designing a core curriculum on paper, one needs to make some compromises to allow for adequate time for majors, minors, capstone course in 180 hours.  Therefore a core curriculum is of roughly 50 hours with 24 hours of canons is typically required (Cheney 1989).  In each course one faces almost impossible tradeoffs: how to combine a reasonable degree of comprehensiveness without sacrificing vital depth, how to provide sufficient historical background and yet concentrate on the careful reading of texts.  Throughout history, philosophers and educators have concerned themselves with the question of what is appropriate educational method and curriculum content (Hagen 1993).  A Classics Learning Core is a wise curriculum choice.  In a broad sense, the entire elementary and secondary school curriculum is a liberal arts core and is designed to provide the young with a knowledge base that will enable them to make sense out of the world in which they live.  The parallel between the last two years of high school and the first two years of college is notable.   It is easier for those teaching at the university level to adjust to the idea that there is, or that there could be, both a core and a canon in the high schools, indeed, many university faculty complain about the poor quality of high school students because too many schools have neither core nor canon to the education supplied.  

During the past twenty-five years societal pressures and information explosion have dramatically altered university curricula.  As a result, colleges must now sort out and assess these changes while also adjusting to a continual stream of new courses and programs.  Specialists and specialization now, not only, dictate the curriculum of most universities, but to a large extent the structure of the university itself.  The increasing proliferation of information and of the specialists who burrow through it give every indication that this trend will be difficult to arrest in the near future.  Instead of selecting judiciously from this information, educators have too frequently added courses with abandon.  Increased curricular specialization has contributed to narrow departmentalization which has become a barrier to the promotion of creativity or to the establishment of relationships between courses or disciplines.  Department define disciplines and encourage professional growth, but the professionalization and restricting of general education courses, the elimination of most electives for baccalaureate students, the increased number hours for the major, and the intense specialization of course within the major combine to produce graduates in many instances unsuited to work in the larger cultural or organizational milieu.  Administrators and responsible teachers must combine efforts to escape the confines of departments in order to engage in interdisciplinary efforts .  

In 1983, as part of a comprehensive review of the undergraduate experience at Mount Saint Mary’s College two themes emerged from faculty and students alike.  Although they praised certain classes they could not identify any major themes or concepts that were being taught or explain how one class led to another, building upon prior knowledge.  Teachers need to include the knowledge and skills that students have already acquired as they help students progress from one course to the next.  Proper sequencing of materials is needed in order to address basic problems in curriculum today.  Common elements must be taught in introductory courses so that students will understand the higher level courses.  Core elements are assigned by both introductory and higher level teachers.
The frustration of the core curriculum debate is that the “core” and the “canon” are so readily confused and used interchangeably.  The “core curriculum: refers to any body of knowledge that a society decides “everyone should have in common.”  That “core” will be taught formally in schools and informally by other institutions, such as society’s media.  The “canon” is the set of readings that may or may not be used as common texts for the formal core curriculum.  For instance, a 50 hour core curriculum is proposed, and a canon underlies only twenty-four of those hours (Schrock 1993).  Great books hold the key to being capable of understanding more abstract and reflective issues.  Canonical status, then, is imputed by a culture.  Like political authority in liberal democratic theory, it exists and is legitimated through the consent of those who recognize it.  The canon has internal variety and vague boundaries, and it shifts over times, paralleling, in each of these attributes, the culture itself.  But who is to say which exemplars display virtue and which vice?  Some provision must be made for enabling novices to distinguish and recognize the cases of excellence and cases of failure.

Essentially, all college students, other than those taking purely vocational studies we equate with an honest living, regardless of whether they are artists, scientists or health professionals, should be versed, having read and written the work of Plato, Aristotle, Adam Smith, Karl Marx and John Meynard Keynes, preferably by the time they graduate from high school.  Americans need to learn these canons because their leaders, following in the footsteps of bad men throughout the ages, have told nothing but lies for more than three decades.  Although the reward for moral and ethical behavior is, and always has been, death by poison, the punishment for acquiescence, support and ultimately fighting for a totalitarian dictatorship is wide-scale death by poison and other weapons of mass destruction for which one would have to learn high school history, or survive it, to understand.  College students, down the shortest degree program in medical assistance, need to learn both the ethical canons of their profession and the principles of democracy, they need to be citizens.  Ethics is the inquiry into human well-being and flourishing.  To be a competent student of what is right and just, one must first have received a proper upbringing in moral conduct.  The acceptance of a fact as a fact is a starting point.   A man with this kind of background has or can easily acquire the foundations from which he must start.  A college education should encourage students to begin to philosophize, to ascend from their opinions and prejudices toward knowledge.  
Sec. 670 The Moral Dilemma 
The reasonable premise underlying our national system of education is that people in a democracy can be entrusted to decide all matters of importance for themselves because they can deliberate and communicate with one another.  An education for democracy calls the development of “critical thinking skills” as a primary educational goal.  Properly understood, critical thinking is discriminating.  The ability to choose objectively among competing value claims.  The word discrimination has fallen into disfavor for the sound reason that in our nation’s history many have experienced social and political discrimination on the bases of race and sex.  Yet, the word, in its salutary sense, must be restored.  United States citizens must be able and willing to discriminate between better and worse governments, better and worse economic systems, better and worse cultural practices.  The proper core curriculum in a democracy must be distinguishable from a curriculum for tyranny.  

How then are we to know if the system of education in the United States provides the curriculum of a democracy or a tyranny?  If the federal department of education is prohibited from producing a core curriculum, how can it be a tyranny?  Without a dictator, are the states not free to think for themselves?  In academia the democratic ideal is defined as academic freedom. Academic freedom includes the right of teachers to speak freely about their subjects, to experiment with new ideas, and to select appropriate teaching materials and methods.  Courts have held that academic freedom is based on the First Amendment and is fundamental to our democratic society.  It protects a teacher’s right to evaluate and criticize existing values and practices in order to allow for political, social, economic, and scientific progress.  Academic freedom is not absolute, and courts balance it against competing educational values.  It would seem that it is the federal government who has been denied their academic freedom to speak like a professional ministry of education and direct the manufacture and select appropriate teaching material.  In turn it would seem that the states, teachers and students have been denied their right to “appropriate” teaching materials and methods and as the result often find themselves unprepared for the international standardized tests the federal government from time to time administers.  And furthermore as time bears on under an unjust, poorly written law, the great “F” in the sky, for which reason the federal department of education is forbidden from doing their duty, the ability of the demoralized citizenry there under, to write prose documents, and facility of the government to peacefully receive these evaluations and criticisms of their law and form of governance, seems to diminish.  

Before unrepentantly condemning the prohibition of control of federal education as an unjust law that must be repealed, let us hypothesize what damage would be caused by this system change and prepare to prevent or mitigate such hazards.  Two very serious issues arise - propaganda and toxic reaction. 

First, if the federal government were to begin controlling the curriculum, with the power of a federal department of education, would the federal government not then use the department as a vehicle for propaganda, to cover up their very grave mistakes in their history and mobilize the citizenry to be violent proponents of their wars?  While the threat of federal propaganda for war is considerable, the underlying philosophy of curriculum studies is to promote peace and teach human rights and the root of the prohibition of federal control of education seems to have been to expel the peace advocates against the Vietnam war from power within the federal government so there is no history of federal propaganda through education. A nation’s sense of its history is indistinguishable from its social cohesion, but if you don’t teach people good history they will learn bad history.  Good history can be distinguished from bad history as a difference between “blinkered nationalism” and “national self-awareness”.  The first narrows one’s view of the world and exaggerates the role of one’s home identity; the latter helps establish pride in one’s place within a world of identities.  There are five common problems history textbooks must solve (i) ideological basis (ii) unnecessary omission (iii) promotion of one’ own role (iv) factual error (v) excess breath of coverage as opposed to depth of coverage.  As an institutional safeguard against federal propaganda the state system of curriculum setting and textbook purchase would be fundamentally unchanged.  The federal government would set forth curricular guidelines needed to pass standardized tests that the states, textbook manufacturers and teachers would embellish with Hitler mustaches of their own choosing.  

Second, because the prohibition of federal control of education was legislated at the same time as the prohibition of controlled substances, and the biblical story of the forbidden fruit is rife with threats of death, there is a distinct possibility that there could be a violent toxic reaction to the repeal of the prohibition of federal control of education led by the rhetoric of the conservative proponents of this prohibition.  Short of transferring the DEA to the DHHS and including toxic substances of note by the Toxic Substance and Disease Registry and university laboratories to the list of prohibited substances of abuse, efforts should be made to “take a bite out of poison” and prohibit the manufacture and stockpile of toxic substances in biomedical and chemical laboratories in universities and elsewhere, who must be ordered to destroy and/or properly dispose of these substances.  NIH funding of biomedical research should also be dramatically reduced or intercepted by liberal artists.  

If rhetoric is to contribute to the formation of the modern world there are four traits that must function with such sweep (1) the art of debate (2) invention and disposition (3) makes use of all means of persuasion including the preconceptions of the audience (4) as an art of selection it is an art of coping with new problems.  Liberal arts are the arts of language, opinion, and action and thus provide the law of thought and expression, induction and deduction, community and communication.  It is in prose literacy, the mainstay of liberal arts, where American students and people are demonstrating the most alarming shortcomings.  In “A First Look at the Literacy of America’s Adults in the 21st Century” results of the 1992 National Adult Literacy Survey and the 2003 National Assessment of Adult Literacy indicate that adult literacy has significantly declined for all ages and in all categories but most dramatically in those with the highest levels of education. Prose literacy is the knowledge and skills needed to search, comprehend, and use information from continuous texts, such as paragraphs from stories); document literacy is the knowledge and skills needed to search, comprehend, and use information from non-continuous texts in various formats, such as bills or prescription labels); and quantitative literacy is the knowledge and skills required to identify and perform computations, either alone or sequentially, using numbers embedded in printed materials.  

	Fig. 7-6: Average prose, document, and quantitative literacy scores of adults age 16 or older, by selected characteristics: 1992 and 2003

	Characteristic
	Prose
	Document
	Quantitative

	
	1992
	2003
	1992
	2003
	1992
	2003

	Total
	276
	275
	271
	271
	275
	283

	Sex

	Male
	276
	272
	274
	269
	283
	286

	Female
	277
	277
	268
	272
	269
	279

	Race/ethnicity1

	White
	287
	288
	281
	282
	288
	297

	Black
	237
	243
	230
	238
	222
	238

	Hispanic
	234
	216
	238
	224
	233
	233

	Asian/Pacific Islander
	255
	271
	259
	272
	268
	285

	Age

	16-18
	270
	267
	270
	268
	264
	267

	19-24
	280
	276
	282
	277
	277
	279

	25-39
	288
	283
	286
	282
	286
	292

	40-49
	293
	282
	284
	277
	292
	289

	50-64
	269
	278
	258
	270
	272
	289

	65 or older
	235
	248
	221
	235
	235
	257

	Education

	Still in high school
	268
	262
	270
	265
	263
	261

	Less than/some high school
	216
	207
	211
	208
	209
	211

	GED/high school equivalency
	265
	260
	259
	257
	265
	265

	High school graduate
	268
	262
	261
	258
	267
	269

	Vocational/trade/business school
	278
	268
	273
	267
	280
	279

	Some college
	292
	287
	288
	280
	295
	294

	Associate's/2-year degree
	306
	298
	301
	291
	305
	305

	College graduate
	325
	314
	317
	303
	324
	323

	Graduate studies/degree
	340
	327
	328
	311
	336
	332


Source: National Assessment of Adult Literacy. 1992 and 2003

Thus we see, it is not so much the math and sciences politicians need to support, it is the petitioners who write to them with their real life applications and criticism of the law.  The reception of the written word is so bad in courts, governments, and universities that the people no longer even know how to do it effectively, and they decidedly aren’t going to make the fatal mistake of freely expressing their opinion in writing again, so they are out of practice.  The government itself was unable to publish the PISA 2006 reading literacy results.  The PISA 2006 result are not reported for the United States because of an error in printing the test booklets. In several areas of the PISA reading literacy assessment, students were incorrectly instructed to refer to the passage on the "opposite page" when; in fact, the necessary passage appeared on the previous page. Because of the small number of items used in assessing reading literacy, it was not possible to recalibrate the score to exclude the affected items. The Prohibition of Federal Control of Education this essay treats upon is a stunning example of a total failure of literacy by the federal government, which has gone on for nearly four decades.  As prose plaintiffs we have now formally requested that it be repealed, but shall we be vindicated or victimized?  

Don’t ask a lawyer.  They hid from the loan sharks so long in college that they, the few, the rich with an ill will, had to get a full time job for the mob to pay their student loans.  In most countries, to practice law one only has to go to school for a four year undergraduate program.  How much education does it take to represent a juvenile delinquent?  Is over qualification not a problem defending the typically poor and uneducated criminally accused against slavery by the elite?  Is over qualification not a serious security threat to society as high levels of organization are subjected to common criminals and the legal system that accommodates them? These bar certified lawyers certainly haven’t written anything since they passed the bar exam and no longer have to fear being accused of the unauthorized practice of law, ultra vires, in Latin.  Heaven forbid any author represent the criminally accused without paying the requisite bribe(s) to the bartender(s).  The practice of law it turns out is not such a classy subject at all, it is a basic constitutional duty that most lawyers would have been better off doing for their family, friends and acquaintances, in writing, without paying an enormous sum of money that ties them down to the criminal justice system long after all their lines of communication, not to mention moral conscious, have been corrupted, and they can no longer serve.  

This brings us to my major, International Affairs, defender of human rights, more balanced, free and confident in our knowledge of right and wrong than a lawyer, yet as a professional training program, the four year degree is dodging the foreign service exam, and a decent career, to hide out on campus from the drafters of Title 22 US Code Foreign Relations and Intercourse (a-FRaI-d) the Court of International Trade of the United States (COITUS) will cause another potentially deadly flare up of the USAID Bureau for Asia and Near East (ANE) at the slightest disagreement of a peon with a domestic relation. There is however hope, this could be a Title 22 US Code Foreign Relations (FR-ee) country, with a Customs Court and Bureaus for the Middle East and Central Asia (MECA) and South East Asia (SEA) and maybe no inflection regarding any sorts of viruses with the money, just International Development (ID).  However, while it might be nice to require the, very dilettante, US foreign service to pass a four year degree program as well as the exam, like lawyers, the law is so bad that the academics do not encourage their students to apply, as a rule.  But, for the legal reforms mentioned in this article I am sure university international relations professors would consider monopolizing the foreign service, for the benefit of their country, their students and their own earning potential.   

As you can see it is prose literacy, the law, ethics and human rights that need to be widely disseminated, tolerated, promoted, empowered and rewarded by academia and the Department of Education.  So with our crack team of educators, legal philosophers, ethicist, liberal artists and human rights advocates peaceably assembled we conclude our debate on the Prohibition of Federal Control of Education.  The finding of this study is that, the Prohibition against Federal control of education under 20USC(31)III(2)§ 1232a as codified from the General Educations Provisions Act  of April 18, 1970, P.L. 91-230, Title IV, sec. 401(a)(10), 81 Stat.169 that was cited at 20USC(52)I§3921 of the Education for Economic Security Act of August 11, 1984, P.L. 98-377,  and reinforced at 20USC(48)I§ 3403 (b) of the Establishment of Department of Education Act of October 17, 1979 P.L. 96-88 and any other laws that abridge the American First Amendment Rights to a quality Education must be repealed under 1USC(2)§109.  Whereas, ‘the repeal of any statute shall not have the effect to release or extinguish any penalty, forfeiture, or liability incurred under such statute, unless the repealing Act shall so expressly provide’, the law that Congress and U.S. Department of Education drafts to repeal these statutes must specifically allow the Department to set the minimum curricular guidelines for the states to elaborate upon – it must be a Curriculum Act.  Having thus provided, for the common defense by securing the Blessings of Liberty to us and our Posterity, by enacting a constitutional, federal system of education allowed teach the curriculum, we can anticipate improvement in the test results and security of the governed.

Chapter 8

International Development

Sec. 680 Quadrennial Nondisclosure

Under ECOSOC Resolution 1996/31 a nongovernmental organization (NGO) shall file a quadrennial report with the NGO section of the Department of Economic and Social Affairs (DESA).  Having applied in 2005, a reminder was sent for “Hospital & Asylum” to file the report, the error could however not be changed in the database and this was a last straw, having been so badly abused “Hospitals & Asylums (HA)” will make no disclosure to the UN who is now referred instead to Dr. Alexander Augustus (1820-1895) first African-American head of hospital.  He has all the qualities they are looking for.  Instead of again exposing civil society to ECOSOC I will explain how Hospitals & Asylums, with sweet words, math, hard work and unscrupulous copyright infringers whose actions were without consent of the author or fulfillment of rights, ruled the United Nations from 2003, only to have the micro and macro economy corrupted by all the “k” in ECOSOC – the International Criminal Court.   

The meteoric rise of HA to power in the United Nations began with the invasion of Iraq that HA was opposed by demanding reparation for the illicit bombing of the “no-fly zone” and then $20 billion for reconstruction after the invasion on the Spring Equinox, a day when HA sends off the quarterly report.  Reinforced by a draft Constitution of Iraq that the UN implemented, the Madrid Conference raised to $33 billion for the Iraq Reconstruction Fund, the largest reparation in history.  It quickly became apparent that for equity and sustainable development the world would have to dramatically increase overall Official Development Assistance (ODA) spending.  Not withdrawing occupying forces as directed the price of oil skyrocketed after the rent money was used up and leaving the first world nations 
In 2005 in response to the $1 trillion decade demanded in the first Hearing AID Act of Election Day 2004 a $1trillion in assets were promised to international development on the news in January of 2005.  Following my directives Africa was moved to the top of the development agenda by Tony Blair and international assistance was dramatically increased.  During this time a Constitution of Korea was drafted to unify North and South Korea in fulfillment of a Constitutional Court lawsuit.  

In May 2005 HA filed an application for General Consultative Status with the NGO Section of DESA.   The intention was to meet Jose Antonio Ocampo, then Under-Secretary General, get HA to be the top Google response and be served with UN newsletters.  The UN Chronicle and human rights council newsletters came through right away.  In the beginning of 2006 Google gave HA first page rank for all relevant searches and wrote excellent captions for every article that were also high on Google responses.  

This honeymoon ended when HA turned in a balanced official development atlas and coincidentally saved up and sent off a voluntary $10 contribution to the UN Chronicle.  For several years HA had been tabling critical human development data and in 2006 attempted to balance the ODA to eliminate inequalities.  UNDP only does the book every four years and the intention was to do it every year so that Say’s law would ramp up ODA investment with greater equality for respecting per capita need.  
The result was that the International Criminal Tribunal for the Former Yugoslavia (ICTY), that had been cited for contempt of International Court of Justice and consuming all the development assistance for Serbia that is now the second poorest nation in Europe with their persecution and occupation, immediately hanged innocent Milan Babic and a week later poisoned Slobodan Milosevic to death, the last two remaining cases HA had taken, the other two had been released early.  The $10 was returned, all subscriptions ceased and the obituaries and complaints could elicit no response or apology from the UN.  Shortly thereafter WHO Director-General Lee Jong Wook was assassinated with a brain aneurism a day before the annual Health Assembly.  The Prosecutor for ICTY was from New York and Deputy from Switzerland, the former ICTY Prosecutor seized High Commissioner of Human Rights and the poison flowed like water from the tort of negligence of the Argentine Prosecutor of the International Criminal Court and his alter-ego the Argentine cardiology editor of the American Journal of Physiology, a bigger killer and torturer than HIV/AIDS and needs to be shut down and toxic stockpiles destroyed. 
The Hague was instantly censured.  A new President of the International Court of Justice who didn’t come from the country with the most executions, was elected.  But no justice or discipline was done to squash the coup that had seized the Human Rights Council. New York and Switzerland, publicly killed their prisoners without any due process to launder their money, and assassinated the extraordinarily wise Director-General of the WHO was probably going to condemn the killing of prisoners at the Health Assembly.  Instead of doing justice the United Nations elected a Secretary General from South Korea where Lee-Jong Wook was from.  While it is not likely that Ban ki Moon was the assassin he was on the list of suspects who knew enough personal information to commit the crime and it is always disturbing to witness political empowerment coming from a serious crime scene.  He traded fulfillment of the Korean unification constitution, real progress and security, or revenge on the prosecutorial killers of his countryman, for the military defense of being the totalitarian dictator of their siezure.  The UN should not have hedged their bet so precariously, Korea is the most unequal nation in the world.  

2007 was the last year HA balanced the ODA and the year ODA began to go into decline.  No one was satisfied with the discipline of the prosecutor or apology of the international administration.  International economic cooperation and research came to a standstill without any assurance of freedom from the money laundry of the ICC.  In 2008 the first world economy ground to a halt and began to decline.  Housing, family and government became toxic and genocidal.  To make matters worse Barack Obama’s Campaign for Change infringed upon the Constitution of Hospitals & Asylums Non Governmental Economics (CHANGE) and made a point of massacring civilians in Afghanistan the day after passing through the author’s former hometown resulting in the breaking of every law contained therein.  Unprotected HA terminated service to the federal and international governments precipitating the extremely unwise bailout on the equinox that led to the stock market crash and recession.  There will be no service until sufficient compensation is paid for damages to pave the way for royalties.  The federal and international governments are clearly too infirm for the economy to function without HA but their human rights violations have become so atrocious that cannot capitalize upon the slave labor anymore and must purchase their rights or continue to be wrong.  Thus concludes the quadrennial non-disclosure.  Thanks for the idea for a Constitution but HA does not fit in the Roster whereas ECOSOC-k  crumbles under CHANGE and is renamed Socio-Economic Administration (SEA).                         
Sec. 690 Millennium Development Goals

The Millennium Development Goals, MDGs, to be achieved by 2015, formulated in the Millennium Declaration of 8 September 2000, are solemn pledge “to free our fellow men, women and children from the abject and dehumanizing conditions of extreme poverty”.  The MDGs present an opportunity to rally around a concrete set of clear, universally acclaimed and achievable targets and are the core of contemporary economic co-operation.  The UN Millennium Development Goals, aim to;

1. Reduce by half the number of people who suffer hunger or live in extreme poverty of less than $1 a day.

2. Ensure that all boys and girls complete a full course of primary education.

3. Eliminate gender disparity in primary and secondary education as soon as 2005.

4. Reduce by two thirds the mortality rate of children under the age of five.

5. Reduce by three quarter the maternal mortality ratio.

6. Halt and reverse the spread of AID, malaria and other major diseases.

7. Integrate the principles of sustainable development into country policies and programs to reverse loss of environmental resources.  

a. Reduce by half the proportion of people without sustainable access to drinking water.  

b. Achieve significant improvements in the lives of at least 100-million slum dwellers worldwide by 2020.

8. Develop further an open trading and financial system that is rule-based, predictable and non-discriminatory. 

a. Includes a commitment to good governance, development and poverty reduction—nationally and internationally.  

b. Address the least developed countries’ special needs. 

c. This includes tariff- and quota-free access for their exports; enhanced debt relief for heavily indebted poor countries; cancellation of official bilateral debt; and more generous official development assistance for countries committed to poverty reduction.  

d. Address the special needs of landlocked and Small Island developing States.  

e. Deal comprehensively with developing countries’ debt problems through national and international measures to make debt sustainable in the long term.  

f. In cooperation with the developing countries, develop decent and productive work for youth.  

g. In cooperation with pharmaceutical companies, provide access to affordable essential drugs in developing countries.  

h. In cooperation with the private sector, make available the benefits of new technologies — especially information and communications technologies

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%. This is significantly driven by the extraordinary success in southern and eastern Asia and, to a lesser extent, in Latin America where progress has only been from 11% down to 9%. In Sub-Saharan Africa extreme poverty however remains stubbornly stuck at 44%.  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.  In total it was estimated 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 in developing countries in either Asia or living in rural areas, promoting investments in agricultural and rural development, in particular, is fundamental.  

By many measures, global income inequality is high and rising. In 1950, the average Ethiopian had an income 16 times less than that of someone living in Europe or the United States of America. Half a century later, Ethiopians have become 35 times poorer.  About 70 per cent of global income inequality is explained by differences in incomes between countries.  In the 1960s and 1970s, nearly 50 out of a sample of 106 developing countries had experienced one or more prolonged episodes of high and sustained per capita income growth of more than 2 per cent per year. Seventy per cent of world income inequality is explained by differences in incomes between countries.  Richer countries have better access to capital markets and are less vulnerable to external shocks.  Poorer countries have less of a voice in international economic decision-making.  Eighty-four per cent of international income inequality is explained by differences between regions.  Widening global asymmetries can be harmful to growth.  Since 1980, international inequality has increased sharply and only East and South Asia have grown more rapidly than industrialized countries.  Rising global inequality is in part explained by the process of globalization.  Standard economic theory has encountered difficulties in explaining the growth divergence.  The MDGs have however enabled the international community to sustain economic growth rates in developing countries above 5% since the turn of the millennium.  

In 2007, buoyed by oil price hikes, economic growth was highest in the Middle East, Central Asia and North Africa at 7.5%, followed by Sub Saharan Africa at 5.22%, Europe at 4.4% and America and Asia tied with 3.7%.  The total world labor force is estimated at 2.816 billion, 43% of the world population.  This means that 57% of the world’s population is without formal employment although as the result of retirement, disability and under the table work only 13% of the planet is unemployed, meaning they are actively seeking work.   An estimated 30% of the world’s population lives below the national poverty and 14% live on less than the UN Millennium Declaration minimum of $1-$2 a day.  As the result of the international attention inflation has moderated over the past decades and the international average stands at 5.3%.  It is estimated that global government tax revenues were $14 trillion and global government expenditures $15 trillion.  25-40% of this deficit are from the US War Against Terrorism who last balanced their budget in 2000.  Globally there is estimated to be $44 trillion in foreign debt, $9 trillion of this US.  International trade balances $12 trillion in merchandise crossing international borders with 0.8% margin of error.  

Fig. 8-1: Economic Statistics by Region, 2007

 

	Region
	Economic

Growth
	Labor in millions
	Unem       ploy

ment
	Below Poverty Line
	Inflation
	Budget Revenue billions US $
	Budget Expense billions US $
	External Debt billion US $
	Exports billions US $
	Imports billions

US $

	Middle East and Central Asia  
	7.5%
	111.21
	20%
	30%
	8%
	553.04
	911
	494.7
	934.6
	654.7

	Sub Saharan Africa 
	5.22%
	264
	33%
	50%
	7%
	166.5
	175
	211.8
	241.2
	187.2

	American 
	3.67%
	629.9
	11.29%
	36.4%
	3.5%
	3,400.7
	3,577
	11,817
	2,156
	2,790

	South East Asia 
	3.735%
	1801.8
	5%
	15%
	3.4%
	2,836
	3,127
	3,793
	3444
	3,160

	Europe 
	4.4%
	8.92 
	7.3% 
	 20.2%
	4.6%
	7,072
	7,249
	 27,501
	 5,316
	5,197 

	World 
	4.9%
	2816
	13.3%
	30.3%
	5.3%
	14,028
	15,040
	43,817.5
	12,092
	11,989


Source: CIA World Fact Book 2007
 The net transfer of financial resources from developing countries continues to increase –from over $270 billion in 2003 to a record of over $350 billion in 2004. Foreign direct investment (FDI) totaled $165.5 billion, up by $13.7 billion in 2004. The present period of robust global growth opens a window of opportunity for accelerating the implementation of the global development agenda set at the global conferences of the 1990s and at the Millennium Summit in 2000.  International trade grew by some 11 per cent in 2004 and is forecast to increase by a further 8 per cent in 2005. In the cases of both oil and non-oil commodities, prices remain below their long-term averages and the recent improvements have been partially offset by the depreciation of the United States dollar.  Admittedly, this net transfer overwhelmingly reflects a buildup of foreign exchange reserves by a number of countries with trade surpluses rather than the capital outflows and debt service payments that characterized the 1980s and some of the 1990s.  At the present time, a greater risk of a sudden and disruptive shock to the world economy seems likely to stem from the large and widening global imbalances: the current account deficit of the United States, not including the federal deficit, is expected to rise to over $700 billion in 2005 and to remain in that range in 2006.  Taking the federal deficit into consideration the current account deficit of the US has been over $1 trillion in 2005 and 2006.  Import substitution and fiscal responsibility policies have helped to make a combined US account deficit less than $1 trillion possible this FY 2007, for the first time since 2004.  The US dollar has depreciated vis-à-vis other major currencies over the past few years. The most stunning growth rate has come from China where people power is competitive with the United States economy for largest percentage of the global GDP.  Conditions for achieving better economic performance in Sub-Saharan Africa are also improving: 12 African countries are currently experiencing growth spurts above the trends for the region - with average GDP growth over the last decade of 5.5 percent or more.  

Inequality matters especially within developing countries, not only because it signals injustice, but also, and particularly, because unequal opportunities make it so much more difficult, as economic potential stays unutilized, to achieve the Millennium Development Goals. The rich tend to be healthier and better educated. There are signs that we might get to the goal of universal primary education for every boy and girl. Eighty-six percent of children in the developing world are now enrolled in primary schools. Real progress has been made with clean drinking water where the statistics has also continued to rise, jumping to 80% in 2004 from 71% in 1990. But there are many of major regional differences. Women’s role in political participation, has risen to 17% of parliamentary seats globally. In 20 countries, more than 30% of seats are held by women. And that is striking in some post-conflict countries, which have used the phenomenon of new constitutions and the lessons of conflict to really try and drive up the level of seats held by women. Afghanistan now has 27% of its parliamentary seats held by women and Iraq 25%. The number of people receiving antiretroviral drugs in developing countries has increased fivefold over the last four years, from 2001 to 2005, from 240,000 to 1.3 million people. 

Fig. 8-2 Vital Statistics by Region, 2007

  

	Region
	Population
	Growth
	Births per ,000
	Deaths per ,000
	Migr

ation per ,000
	Infant Mort

ality per ,000
	Life 

Expec

tancy
	AIDS

rate 
	Literacy
	Detain

ees Per 00,000

	Middle East Central Asia totals
	725,605,829
	1.94%
	25.03
	6.24
	4.28
	41.54
	70.7
	0.1%
	79.3%
	167

	Sub-Saharan Africa totals
	751,055,142
	2.12%
	36.78
	15.71
	0.19
	81.04
	49.84
	19.6%
	62.27%
	103

	America totals
	893,456,036
	1.3%
	38.49
	7.5
	0
	13.5
	73.68
	0.5%
	98%
	258

	Asia totals
	3,454,822,612
	1.9%
	44.72
	30.44
	-0.64
	51.96
	70.34
	0.1%
	94%
	138

	Europe totals
	738,425,494
	0.33%
	7.62
	6.71
	1.78
	4.17
	74.75
	0.29%
	98.29%
	145

	World totals
	6,563,365,113
	1.9%
	30.53
	13.32
	1.22
	38.44
	67.86
	2%
	86.37%
	162


Source: CIA World Fact Book, International Centre for Prison Studies 2007

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.  Population data from the United Nations indicates that the number of countries in which a newborn was expected to live less than 50 years had dropped to 32 (all in sub-Saharan Africa), and the number of countries where he or she was expected to survive for at least 65 years had increased to 128. At the same time, inequalities in life expectancy at the extremes increased during the 1980s and 1990s, mainly because of the toll taken on lives in Africa by the HIV/AIDS epidemic. Many developing countries are falling behind in the race to sharply lower the numbers of deaths among pregnant women and children under the age of five, by the year 2015. More than 11 million children died in 2002 before reaching their fifth birthday from preventable illness, while as many as 500,000 women perished during pregnancy or childbirth.  Progress has been evident in education: the average number of years of schooling for all citizens almost doubled between 1960 and 2002, from 3.4 to 6.3.  The World Development Report recommends a minimum of USD12.00 per capita in health insurance. Steady and corruption free international assistance are central to achieving equality between countries and the MDGs, for 2015 have been successful.
Human development is a necessary, but not a sufficient condition for long-term growth.  There are several approaches to human development and economic growth.  First, the efficiency of public spending on health and education through better targeting to priority areas within the social sectors and by improving the cost-effectiveness of public programmes. Second, strengthening the tax base will be essential, particularly in countries with low government revenues.
The growth impact of aid depends on how it is spent and which macroeconomic economic effects it generates.  First, not all aid is meant to be used for investment purposes or spending on human development.  Much of aid is allocated for emergency and humanitarian relief.  Second, even if aid is allocated directly to, for instance, investment in infrastructure and human development, the growth impact will depend not only on how such investment contributes to growth, but also on other factors.  Third, significant aid inflows will induce other macroeconomic adjustments as well.  No systematic evidence has been found that increased aid flows lead to real exchange rate appreciation and loss of competitiveness.  Unity under the MDGs has however clearly enhanced the quality of aid and defended developing nations against the brunt of the economic slowdown in industrialized nations.  
Sec. 700 Official Development Assistance

For those countries that do not have access to private financial flows, official development assistance (ODA) is a critical source of external financing. ODA has recovered from its decline in the 1990s, reaching $78.6 billion in 2004, a 4.6 per cent rise in real terms.  With the direction of HA and representation of Tony Blair the African conference helped ODA to climb over the $100 billion mark to $106.8 billion. Contempt of HA by the ICC caused aid to drop 5.1 per cent from $106.8 billion in 2005 – a record high – to $103.9 billion in 2006. Subsequently the UN has not been able to verbalize anything but that the government and society in general are too corrupt for socio-economic co-operation under the ECOSOC-k regime. It can however be presumed that aid levels remain hovering around $100 billion.  If $200 billion can be levied in both 2009 and 2010 despite the financial crisis it is still possible to achieve the $1 trillion goal for ODA in this first decade of the new millennium.
Fig. 8.3: Official Development Assistance, 1990-2010
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Source: Organization for Economic Co-operation in Europe DACNews April 2007 

In 2007, the last year any work was done, the world population was estimated to be between 6.56 and 6.8 billion but could be higher as the result of hundreds of millions of undocumented residents.  The gross domestic product (GDP) of the world is estimated at $63.5 trillion.  The average per capita GDP is $9,600.  In July 2006 the American continent had a population of 893,456,036 with a per capita of $19,400, the Middle East, Central Asia and North Africa 725,605,829 with per capita of $4,175, Europe 738,425,494 with per capita of $21,600, Sub Saharan Africa 751,055,142 with per capita of $3,604 and South East Asia including Oceania 3,454,822,612 with a per capita of $9,522.  The objective of regional cooperation is to administrate ODA to those people most in need.  
The people most in need can be found in Africa where 500 million people frequently suffer incomes less than $1 a day and millions of people are dying of AIDS, particularly in the most literate nations where 30% of the population is infected.  The Middle East and Central Asia are torn with strife in the Holy Land, Lebanon, Iraq and Afghanistan.  Lebanon has been promised $7 billion in reparations.  There are high hopes that Afghanistan can make peace with the national economy by monopolizing the National Opium Agency and become entitled to $10 billion in debt forgiveness and $10 billion more in reparations so that Afghanistan would be on its way to becoming a modern democratic state at peace with its people.  For fair and equal representation in international relations regional government is important.
Fig 8-4: Official Development Assistance by Region 2007

	Click Continent
	Population
	GDP in billion US$ 
	Per capita
	Official Development Assistance in million of US$
	Government

	Europe
	737,567,222
	14,283
	19,379
	-58,000

14,000
	European Union 

	Africa
Sub-Saharan
	727,641,887
	1,433
	2,000
	-50

40,000 
	African Union

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

14,500
	Organization of Islamic Conferences

	South East Asia
	3,416,455,647
	21,459
	6,311
	-20,000
25,500
	Association of South East Asian States 

	America
	885,909,568
	13,324
	15,038
	-39,000

10,000 
	Organization of American States

	World
	6,480,674,324
	54,170
	8,360
	-120,000

110,000
	United Nations


Source: Official Development Atlas of the States of the United Nations. March 2007
Negative numbers are contributions and positive number are administrated

The development slump of the 1990s, when many African nations actually backslid into poverty, is over.  Unity under the MDGs has helped lead developing nations to show higher economic growth rates than the 4% average while developed nations tend to grow slower.  Even with the economic slowdown in the developed world direction under the MDGs have kept developing economies free to continue growing independently.  In 2004 the goal for the decade 2000-2010 took shape in the form of $1 trillion in official development assistance over the course of the decade.  Things were on track in 2005 however in 2006 judicial corruption undermined confidence in the international government and by 2007 progress in international co-operation had stalled amongst donor countries and in 2008 first world economies began to fail.  
If $200 billion can be levied in both 2009 and 2010 it is still possible for Members of the United Nations to achieve the interim goal of a $1 trillion decade.  Nations need to aim for $200 billion ODA in 2010, $400 billion in 2015 and $800 billion in 2020.  If nations can remain united around their central purpose of eliminating income inequality between nations the global economy will double in size 2000-2020.  Restoring confidence in the MDGs is the most likely way for the first world economies to get back on track, whereas no amount of subsidies for the rich will succeed. 
Fig. 8-5: Millennium Development Goals and Beyond 2000-2020
	
	2000
	2005
	2010
	2015
	2020

	Population
	6.0 billion
	6.6 billion
	7.0 billion
	7.5 billion
	8 billion

	GDP
	$50 trillion
	$60 trillion
	$75 trillion
	$90 trillion
	$100 trillion

	Per capita
	$8,000
	$9,000
	$10,000
	$12,000
	$15,000

	ODA
	$50 billion
	$100 billion
	$200 billion
	$400 billion
	$800 billion


Source: Roster of the United Nations (RUN)

There is concern that the financial crisis will reduce foreign aid and remittances. The international movement of workers leads to macroeconomic consequences, particularly for smaller developing countries.  In 2007, an estimated $240 billion in remittances went to developing countries, more than double the flow in 2001. These remittances represent a significant source of developing country income and broaden the  scope for cyclical spillovers.  Two things need to happen for the crisis to lead to a significant reduction in foreign aid. First, the financial crisis has to lead to a major recession in donor countries.  Second, the recession leads to such fiscal constraints that foreign aid is cut. Aid in the form of money, goods or technical assistance can develop infrastructure, strengthen institutions, or address humanitarian crises in recipient countries. Foreign aid can exceed 10% of a recipient country’s national income in many instances.  Support for foreign aid can be seen as part of a general orientation to foreign policy labeled  “cooperative internationalism” as opposed to “militant internationalism”.  Citizens of colonial powers are likely to be better informed about events in the developing world, understand development issues facing other countries, and be aware of inequality between colonizers and the colonized. These citizens may also feel a greater sense of responsibility for the welfare of people in ex-colonies and the rest of the developing world.  
In 1961, when the General Assembly proclaimed the First United Nations Development Decade, it had been understood, by rich and poor countries alike, that there would have to be an intensified effort to mobilize internal and external resources if designated growth targets were to be met. The development decade was founded in the principles of the Declaration on the Granting of Independence to Colonial Countries and Peoples 1514 (XV) A/4684 (1961) provides, 1. The subjection of peoples to alien subjugation, domination and exploitation constitutes a denial of fundamental human rights, is contrary to the Charter of the United Nations and is an impediment to the promotion of world peace and co-operation. 2. All peoples have the right to self-determination; by virtue of that right they freely determine their political status and freely pursue their economic, social and cultural development, fully enjoying Permanent Sovereignty over Natural Resources, 1803 (XVII) A/5217 (1962) and 3. Inadequacy of political, economic, social or educational preparedness should never serve as a pretext for delaying independence.  The right of all people to self-determination is known as Common Article 1 of the International Convention on Economic, Social and Cultural Rights and the International Covenant on Civil and Political Rights and it is the basic democratic principle of development. 

The target of 0.7 per cent of gross national income (GNI) of the developed countries for ODA emerged during the debates in the late 1960s on the Second United Nations Development Decade.  Article 23 (b) of the Declaration on Social Progress and Development 2542 (XXIV) (1969) raised that number to  implement the easier to calculate aid volume target of a minimum of 1 per cent of the gross national product at market prices of economically advanced countries.  It was attempted to redress the economic slump in developing economies in the 1980s with the Declaration on the Right to Development, 41/128 A/41/53 (1986) whereby the right to development is an inalienable human right by virtue of which every human person and all peoples are entitled to participate in, contribute to, and enjoy economic, social, cultural and political development, in which all human rights and fundamental freedoms can be fully realized.

Neither 0.7% or 1%  target has never been met, except by a few donor countries. In 2002, at the International Conference on Financing for Development held in Monterrey, Mexico, the international community reiterated the need for concrete efforts by the donor countries towards achieving the target of 0.7 per cent of GNI for ODA and included the Millennium Development Goals as tangible criteria against which to assess ODA effectiveness.  States and corporations will however be powerless to achieve this noble goal ethically unless they learn to harness the power of the individual human by means of income taxation and benefit administration as they have in their own countries.

The flaws of the United Nations have only recently come to light as the result of the integrity of human rights treaties that all fair minded people use as the basis for the rule of law.  The Inter-American Democratic Charter ratified (9/11/2001) reaffirms the principle of representative democracy for good governance.  The effective exercise of representative democracy is the basis for the rule of law and of the constitutional regimes of member states. Representative democracy is strengthened and deepened by permanent, ethical, and responsible participation of the citizenry within a legal framework conforming to the respective constitutional order.  The education of peoples should be directed toward justice, freedom, and peace. Social justice and social security are bases of lasting peace.  It was not until 2005 that the UN established a UN Democracy fund and it became painfully obvious that our beloved United Nations is a military dictatorship and major amendment is needed to the Charter to meet minimal thresholds of democracy requisite of good governance and amendments were ordered in the Draft Outcome Document of the World Summit 13 September 2005.

The core principle of UN reform is to set down the General of the United Nations (GUN) and elect a Secretary of the United Nations (SUN) in general elections around the world.  The Ambassadors to what we would like to rename the Parliamentary Assembly would also be elected in their nation.  Furthermore, of critical importance to the administration of ODA is that ECOSOC-k is the epitome of corruption and to eliminate money laundering must be amended to Socio-Economic Administration (SEA).  The focus of the SEA would be to tax and administrate the 1% tax on GDP of wealthy nations for the benefit of the social security of the poorest people in developing nations in accordance with the Official Parliamentary Acts.  Furthermore the Prosecutor and International Criminal Court need to be expelled from the Hague whereas they overthrows our International Court of Justice and all of human rights is in the Plague.  For democracy to take root in the United Nations and the dissemination of knowledge and international economic co-operation to flourish with the consent of the governed, major amendments are needed to the UN Charter amendments.  Until these reforms are enacted corruption of ODA is of constant concern. 
Sec. 710 US Foreign Assistance  

The United States is the largest aid donor in absolute terms, though only Denmark, Luxembourg, the Netherlands, Norway and Sweden have met the United Nations ODA target of 0.7 per cent of gross national income (GNI). Five other countries have committed themselves to meet the 0.7 per cent target: Ireland by 2007, Belgium by 2010, France and Spain by 2012 and the United Kingdom by 2013.  Even assuming that developing countries adopted sound policies and maximized their use of domestic resources, a minimum additional $50 billion a year in aid would probably be needed in order to meet the Millennium Development Goals.  The US has long had a reputation for relying on its position as the largest single donor nation to provide the smallest portion of their GNI for international development.  The US is also unique in the large amount of unaccounted for private international development donations. 

The US needs to ensure that levels of foreign development assistance continue to increase toward the goal of 0.7% of the GNI.  In return for doing our duty as a nation the US is certain to be rewarded with relief on the international debt. The greatest short-term prospect for increasing levels of foreign assistance involves the government in accounting for the private US international development contributions. In 2004 USAID GDS Secretariat reported $33 billion in private donations however it was not accounted for as official development assistance.   Only about half of US foreign assistance passes through USAID via a variety of public bills such as the annual Foreign Assistance Act, Education for All Act, the Global Child Survival Act and the Farm Bill but there is no master table monitoring flows of aid from the US to developing nations.  Otherwise responsible private donors without any private bills to enable the government to account for them have been mobilized to match these funds.  To nearly immediately achieve the 0.7% goal US Ambassadors need to ensure that private international development assistance is securely accounted for by the US Congress and Secretary of State, in private bills.

Fig 8.6: US International Assistance Analyzed % of GDP and GNI 2006-2010

	
	Public 
	Private
	Comb

ined
	GDP
	% of GDP
	Com %
	GNI
	% of GNI
	Com %

	2006
	25
	33
	58
	12,907
	0.19
	0.45
	11,655  
	0.3
	0.5

	2007
	35
	35
	70
	13,617
	0.24
	0.56
	12,200
	0.33
	0.57

	2008
	40
	40
	80
	14,349
	0.28
	0.56
	12,850
	0.36
	0.62

	2009
	45
	45
	90
	15,111
	0.29
	0.6
	13,250
	0.39
	0.68

	2010
	50
	50
	100
	15,906
	0.31
	0.62
	14,000
	0.42
	0.71


Source:  Roster of the United Nations (RUN) 

In 2006 the US is credited with contributing $20 billion, 0.18% of the GNI.  In 2007 Setting forth the congressional budget for the United States Government for fiscal year 2008 and including the appropriate budgetary levels for fiscal years 2007 and 2009 through 2012 S.CON.RES.21 dramatically increased foreign assistance to $35 billion, 0.3% of the GNI.  Private donors contribute another $33 billion annually making this figure closer to 0.6% of the GNI.  If private donors would only match government contributions the US would be on target to achieve the goal of 0.7% by 2010.  Many Americans view their role as international policeman as a substitute for development aid.  The United States spent about 0.16 percent of gross national income (GNI) in 2007, compared to the average  of 0.45% among the 22 DAC members.  Increasing U.S. aid is challenging however in the face of low public support. Only 55.5% of Americans favor aid to poorer countries and only 45% favor increasing aid.  The United States channels only about one tenth of its aid through multilaterals. 
The credibility of USAID and, as this Chapter reveals, the economy of the developing world, was severely damaged by the engraving of the Court of International Trade of the United States (COITUS) in the Customs Court (CC) Act of 1980 when we presume the HIV/AIDS virus was smuggled from a US laboratory to Southern Africa.  The Extradition Treaty between the Government of the United States of America and the Government of the Republic of South Africa, signed at Washington on September 16, 1999 whereby the Senate prohibited extradition to the International Criminal Court, has prevented an official explanation of how the genocide of apartheid under Art. 7(1)(j)&(2)(h) of the Rome Statute of the International Criminal Court of 17 July 1998 was overthrown by the international biological war crime of HIV/AIDS under Art. 8(2)(a)(ii) whereby torture or inhuman treatment, including biological experiments, are prohibited under the Geneva Conventions.  

Since then, the international AIDS epidemic has infected some 33 million people, taken the lives of 11 million and reduced the life expectancy in South Africa from 50 to 30 where nearly 40% of the population is infected.  The UNAID’s plan of action is to improve leadership to make dramatic behavioral changes, particularly in Southern Africa where the crisis is most severe, and reverse the trend of the disease. It is interesting to note that throughout the course of the AIDS epidemic there was a trend of incarceration, that mirrored the imprisonment in the United States, in the International Criminal Tribunals for Rwanda and former Yugoslavia, that first subjugated and now seems to have completely overthrown the International Court of Justice with the establishment of the International Criminal Court in the Hague, that we now call the Plague, and dominates all the activities of the United Nations, particularly the Human Rights Council.

AIDS patients are entitled to competent medical service with compassion and respect for human dignity and to the safeguard of their confidences within the constraints of the law. Those persons who are afflicted with the disease or who are seropositive have the right to be free from discrimination.  A physician may not ethically refuse to treat a patient whose condition is within the physician's current realm of competence solely because the patient is seropositive. Physicians have a responsibility to prevent the spread of contagious diseases, as well as an ethical obligation to recognize the rights to privacy and to confidentiality of the AIDS victim. Thus, the societal need for accurate information and public health surveillance must also be respected.  The nagging question, that the new US Vice President of the United States whose legislative record and selection after raising the amount US HIV/AIDS finance from $10 billion to $40 billion thereby triggering the financial crisis in industrialized nations, much like the establishment of COITUS triggered a financial crisis in the developing world in 1980, give rise to, is whether the HIV/AIDS epidemic is a heavily financed sexual guerrilla bio-medical study like the sexually apartheid can-sir and angina de-liver-ed CMS, that could be cured if the laboratory supplies, finance and delivery systems, were destroyed?  
US physicians involved in international research certainly face a lot of ethical dilemmas.  Specifically, with law as perverse as Title 22 US Code Foreign Relations and Intercourse (a-FRaI-d) that needs to be amended to Foreign Relations (FR-ee), Court of International Trade of the United States (COITUS) to Customs Court (CC), USAID to US International Development (ID) and Bureau for Asia and the Near East (ANE) to Bureaus for Middle East and Central Asia (MECA) including North Africa and Indonesia and South East Asia (SEA) including Oceania, how can US medical researchers be reasonably expected to do no harm? Ethical Considerations in International Research adopted by the AMA June 2001 are based in the Nuremberg Code that consists of 10 very sound principles that appeared as part of the written judgment in the Trials of War Criminals Before the Nuremberg Military Tribunals October 1946–April 1949, the craven World Medical Assembly Helsinki Declaration last updated October 2008 and the Council for International Organizations of Medical Sciences (CIOMS) in collaboration with the World Health Organization International Ethical Guidelines for Biomedical research Involving Human Subjects of 1993 that drew up ethical guidelines in response to the need to research drugs to treat the AIDS epidemic and swiftly produced the first anti-retroviral drugs.  The first principle of medical research is informed consent whereby no person may be used as a subject in clinical investigation against his or her will.  Legislative reform aside, the HIV/AIDS fund raises serious ethical questions for African wisdom that pleads mostly for social insurance that pays not a person’s health aids but one’s own income identification whereby the money would be liquid asset that does not lose its benefit in the transfer from wealthy nation to needy individual.  
 

A bedrock American principle is the idea that all individuals should have the opportunity to succeed on the basis of their own effort, skill, and ingenuity. Equality of economic opportunity appeals to our sense of fairness, certainly, but it also strengthens our economy. If each person is free to develop and apply his or her talents to the greatest extent possible, then both the individual and the economy benefit.  We believe that no one should be allowed to slip too far down the economic ladder, especially for reasons beyond his or her control. Like equality of opportunity, this general principle is grounded in economic practicality as well as our sense of fairness. To a significant extent, American economic success has resulted from the flexibility and adaptability of our dynamic market economy. Indeed, the ability of our labor and capital markets to accommodate and adapt to economic change has helped make possible the strong productivity performance of the U.S.  Economic opportunity should be as widely distributed and as equal as possible.  Economic outcomes should be linked to the contributions each person makes to the economy; and that people should receive some insurance against the most adverse economic outcomes, especially those arising from events largely outside the person's control.  
Sec. 720 International Social Security Tax Administration

The single most practical plan to accelerate the administration of ODA, after the MDGs for 2015, is to administrate a 1% social security tax on income in developed nations directly to individuals in developing countries, based on per capita ability to pay and need. Social security is not only a tried and true program in operation in every country in the world, the International Covenant on Economic, Social and Cultural Rights indicates that international assistance and co-operation should realize social security.  The concept of social security is older than the United Nations and in most states is the only trustworthy form of government.  In 1928 the International Social Security Association (ISSA) was founded to unite the world’s social security institutions and is part of the International Labor Organization (ILO). The objective of ISSA is to co-operate, at the international level, in the promotion and development of social security throughout the world, in order to advance the social and economic conditions of the population on the basis of social justice.  ISSA publishes the International Social Security Review (ISSR).  

Art. 22 of the Universal Declaration of Human Rights 217 A (III) (1948) provides, Everyone, as a member of society, has the right to social security and is entitled to realization, through national effort and international co-operation and in accordance with the organization and resources of each State, of the economic, social and cultural rights indispensable for his dignity and the free development of his personality. 
Art. 9 of the International Covenant on Economic, Social and Cultural Rights, 2200A(XXI)(1966) recognizes a right of everyone to social security, including social insurance Each State Party undertakes to take steps, 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. 
The right to social security is set forth in Art. 11 of the Declaration on Social Progress and Development 2542 (XXIV) 1969 by (a) assuring the right to work and the right of everyone to form trade union and bargain collectively, (b) eliminating hunger and malnutrition, (c) eliminating poverty, (d) upholding the highest standards of health, (e) providing housing for low income people.  
The need to provide protection for the population by guaranteeing their basic income has long been recognized as a fundamental objective of social security schemes. In Africa, the need for effective social protection, especially in the area of medical care, is of paramount importance to global international development.  The regional conference in Lusaka, Zambia on Social Security in the African Context from August 9-12 2005 set major priorities for social security administrators and policy makers in the region.  The conference focused upon social security and the national economy, acceptance of social security in Africa, social health insurance, pensions and risk management.  Social security presents a venue where international development assistance could be channeled directly from wage earners in developed nations to those individual in need in developing nations, bypassing the vast majority of inefficiency, political corruption and discrimination between developed and developing nations in much the same way that social security system works in our own country.  

The long term plan for global economic equality through international economic co-operation, much like predicted in the basic treaties of the United Nations, is to establish an international social security administration based upon a 1% tax on the GDP of wealthy as demanded Art. 23 of the Declaration on Social Progress and Development 2542 (XXIV) 1969.  This social security tax administration would apply to least developed countries who are entitled to the largest per capita benefit payment; middle income developing nations who are exempt from either taxation or benefit but fertile for investment; and donor nations responsible for making annual contributions to the international social security system.  The benefit of an international social security administration is that contributions would go directly into the individual accounts of the world’s neediest people and development projects financed there from would be done with the consent of the people concerned to ensure that the public works projects substantially improve their lives through water treatment, sanitation, health insurance and other programs arrived at through the process of collective bargaining.  The terms of taxation for each territory to be placed under the social security system, shall be agreed upon by the states directly concerned, taking into consideration the mandate to wealthy Member Nations for contributions totaling 0.7% of GDP or 1% of GNI that we hope will appear on the pay-stub of workers as a new social security tax. 
This social security reform would give rise to a major paradigm shift in social security law to eliminate, the dangerous discrimination on the basis of disability that is currently required of pre-retirement beneficiaries, who must disclose their torturers for the permanent record to prove eligibility, while the lawyers vest complete confidence in the health professionals.  Separating money, which is a poverty issue best left for the taxman, from health which is a matter for self-determination.  For many people it is enough to eschew the labor racket and family and tribal genocide to maintain good health.  Essentially by adjudicating social security benefits on the basis of poverty, as would be done in an international development social security system, would eliminate the discrimination on the basis of disability recently prohibited in the Draft Convention on the Rights of Persons with Disabilities by Ad hoc Committee on a Comprehensive and Integral International Convention on the Protection and Promotion of the Rights and Dignity of Persons with Disabilities in its Eighth session in New York on 14-25 August 2006 .
Implementation of such an international social security scheme by the United Nations would be such a monumental reform that it should occur through amendment of the UN Charter itself.  It does not however have to start with the United Nations and Member states may choose to adopt a 1% payroll tax on their own.   The United Nations has however conveniently ordered that Chapter XII International Trusteeship System Arts. 75-85  of the UN Charter be amended in paragraph 177 of the Draft Outcome Document 13 September 2005 of the World Summit and it is proposed to establish in the vacated Chapter an international system of social security taxation that appears on the pay-stubs of workers and beneficiaries worldwide.  The United Nations, and the human rights it has to teach, would become a part of the daily, productive lives of citizens and the highest achievement of human rights. 

Sec. 730 Global Financial Crisis

The current economic climate is dominated by the global economic growth began slowing from a high of gross world product growth of 4.1% in 2004 to 3.5% in 2005 to 3.25% in 2006 , when concerns regarding the trillion dollar account deficit first rose, to 3% in 2007 when the US real estate market became a global concern, to 2.5% in 2008 when inflation in food and energy prices soared.  In 2009 most of the industrialized world is facing a deepening economic recession although economic growth is predicted to remain around 2.25% globally.  Even with a deceleration, developing countries as a group are expected to grow at a rate approaching 5 per cent, while many developing nations are facing negative or to 1% economic growth rates.  Developing countries, in particular, are showing greater resilience than in the past to the deceleration in economic growth in the developed world.  Financial markets continue to show the ill effects of turmoil triggered by mortgage losses.   Financial institutions themselves are affected by the generalized pullback in liquidity and deteriorating credit quality as they aim at balance sheet repair.  The real economy is underperforming in terms of growth and job creation, a result in part of financial strains caused by the defective ARM loans aggravated, rather than relieved, by the illegal financial sector subsidies. 

   

The IMF World Economic Outlook of October 2008 reassures us that the global economic slowdown is real.  The world economy is in fact entering a major downturn in the face of the most dangerous shock in mature financial markets since the 1930s. Against an exceptionally uncertain background, global growth projections for 2009 have been marked down to 3 percent, the slowest pace since 2002, and the outlook is subject to considerable downside risks. The major advanced economies are already in or close to recession, and, although a recovery is projected to take hold progressively in 2009, the pickup is likely to be unusually gradual, held back by continued financial market deleveraging. In this context, elevated rates of headline inflation should recede quickly, provided oil prices stay at or below current levels.  Over the past year, the global economy has been buffeted by the deepening crisis in financial markets, by major corrections in housing markets in a number of advanced economies, and by surges in commodity prices. Indeed, the financial crisis that erupted in August 2007 after the collapse of the U.S. subprime mortgage market entered a tumultuous new phase in September 2008 that has badly shaken confidence in global financial institutions and markets. Most dramatically, intensifying solvency concerns have triggered a cascading series of bankruptcies, forced mergers, and public interventions.  

In the euro area, a net balance of 43% of banks (subtracting those easing standards from those banks tightening them) tightened lending standards vis-à-vis firms in Q2/2008, indicating the fourth consecutive broad-based tightening of bank lending standards in a row. Banks are expected to have tightened standards further in Q3/2008. In Q2/2008 a near-record net balance of 30% of all banks reported a tightening of standards as regards loans for house purchase and a record 24% of all banks, on balance, reported a tightening of standards on consumer loans.  As of June 2008, the year-on-year change in net issuance of non-financial corporate debt securities declined to 4.0%, down from the 7.8% recorded in March 2008.  The situation is the same in Europe.  Falling gross domestic product (GDP) in the second quarter has been followed by alarming developments such as the temporary closure of major car plants throughout Europe and the collapse of a number of jobs in the temporary agency work sector. Moreover, leading business cycle indicators point to a severe downturn.  Plans to inject hundreds of billions of euros in the banking system are not securing the economy.  Given these developments and the seriousness of the credit squeeze, the European Trade Union Confederation (ETUC) expects growth in the euro area economy to turn negative in 2009.  

When the multibillion European plan to recapitalize the banking system was pieced together at the beginning of October 2008, its basic aim was to break the vicious circle of: loss of banking capital because of write downs on ‘toxic’ assets and ‘firesale’ asset sales to respect Basel II solvency ratios.  Governments, by injecting massive amounts of new capital into banks, were trying to stop this downward spiral. This, however, has not been entirely successful.  The reason for this is that financial markets, after a first reaction of relief that governments had intervened in the sector, started to note that the banking rescue plan failed to save the real economy as well and that troubles in the real economy would spill back over into the financial sector, thereby adding to existing banking problems.  These are not ‘normal’ times. Financial markets are not operating as usual but are seriously distressed. Interbank lending rates are high above official interest rates, banks distrust each other and are reluctant to lend to each other. Liquidity is not transformed any longer into credits for investment but is put into safe-haven investment categories such as government bonds or is even returning back to the central bank in the form of central bank deposits.  Japan announced a $51 billion stimulus package last week for Asia's largest economy and Germany plans to provide a 50 billion euro ($64.2 billion) boost to Europe's biggest economy. 

The 10 New Member States of the European Union (EU10) are affected by the ongoing global financial crisis, and growth will be slower in 2009.  To respond to the international crisis, fiscal discipline must be enhanced through prudent budget management and improvements in the effectiveness and quality of public services to Romanian citizens across the board.  Whether in education, health or pensions, social assistance or transport, the agenda for the modernization of public administration and financial management remains long.  
	


The problems global markets are experiencing could have been avoided had developed countries adhered to IMF financial management tenets.  Industrialized nations have however self-destructively insisted upon rewriting the international financial rules rather than obeying the existing ones.  The first set of talks was a summit between Asian and European leaders, in Beijing.  The attitude was that the U.S. dollar is losing people's confidence. The world, acting democratically and lawfully through a global financial organization, urgently needs to change the international monetary system based on U.S. global economic leadership and U.S. dollar dominance.  Investors are turning to the yen for stability, tumbling stock markets and falling currencies are causing global concern, but the Japanese yen is generating high anxiety for rising too much.  The second set of talks involved economic officials from 20 leading nations meeting in Sao Paolo, Brazil who called for increased government spending to boost the troubled global economy and said developing countries deserve a prominent role in talks to overhaul the world financial system.  EU officials gave 100 days for the drafting of new international financial rules in the beginning of November yet by the middle of February no public notice of such rules has been given. The third meeting was the Washington conference avoided the issue of developed nation currency devaluation and was inconclusive.  Having made a mess of 2009 with bailouts economists are predicting a slow year without any respite until 2010 when the economy should begin to pick up. 

Sec. 740 Food Security 

Developing nations had faced a sudden convergence of food, fuel and financial crises as the result of spiraling oil prices. Countries that had been suffering food and fuel price inflation may now also see declines in exports, trade and investment as a result of financial turmoil that is becoming increasingly global.  The World Bank reports the number of malnourished people globally grew by 44 million, to 967 million, in 2008, after several countries experienced double-digit food inflation.  Young children who do not  receive proper nutrition will suffer the health effects of early malnutrition well into adulthood. Also, many poor families have been forced to cut back on education costs in order to feed themselves. 
To prevent further decline in the food security situation the Bank created a US$1.2 billion rapid financing facility and called for a New  Deal for a Global Food Policy to promote agricultural development and food security in Africa.  By October of 2008 the Bank’s Global Food Response Program has approved and started disbursing $188 million in 19 countries, with $663 million earmarked for another 13 countries.  Rapid and direct response to the food security issue at the beginning of the global financial crisis has resulted in low commodity prices and a slight reduction in food prices although not to pre-inflation lows.   The quick and decisive response has ensured a modicum of food security and famine does not seem to be on the horizon.  The MDGs have ensured that developing nations the governance they need to survive the financial crisis.
Preliminary 2009 World Bank reports indicate that the global economic crisis is exposing households in virtually all developing countries to increased risk of poverty and hardship.  Almost 40 percent of developing countries are highly exposed to the poverty effects of the crisis (with both declining growth rates and high poverty levels) and an additional 56 percent of countries are moderately exposed (they face either decelerating growth or high poverty levels), while less than 10 percent face little risk   The spreading global economic crisis is trapping up to 53 million more people in poverty in developing countries and, with child mortality rates set to soar, poses a serious threat to achieving internationally agreed targets to overcome poverty, the World Bank Group said. New estimates for 2009 suggest that lower economic growth rates will trap 46 million more people on less than $1.25 a day than was expected prior to the crisis. An extra 53 million will stay trapped on less than $2 a day. This is on top of the 130-155 million people pushed into poverty in 2008 because of soaring food and fuel prices. These new forecasts highlight the serious threat to the achievement of the U.N.’s Millennium Development Goals (MDGs), which set specific targets by 2015 to overcome poverty. The new research shows that the sharply lower economic growth rates will significantly retard progress in reducing infant mortality. Preliminary estimates for 2009 to 2015 forecast that an average 200,000 to 400,000 more children a year, a total of 1.4 to 2.8 million, may die if the crisis persists.
Fig. 8-7: Developing Nations Affected by the Global Financial Crisis, January 2009
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Source: World Bank. Global Economic Crisis. Assessing Vulnerability with a Poverty Lens. February 2009
At a recent roundtable discussion, World Bank Chief Economist Justin Yifu Lin said the food crisis highlights the need to restore confidence in global grain markets,” said Lin, “The recent price fluctuations  reflect a collapse in market confidence, not just a temporary imbalance in supply and demand.” Key grain prices have fallen in the past few months with Thai medium grade rice prices declining from a peak of $1100/ton in May 2008 to $730/ton in September. Nevertheless, rice prices remain double their average level in 2007, and prices for most major food crops are projected to remain well above 2004 levels through 2015.  Median inflation in non- OECD countries rose from 5 percent in 2006 to 8.1 percent in 2008 in some nations inflation was even more - Kyrgyz Republic (32 percent), Vietnam (26 percent) and Chile (16 percent).  Although inflation continues to burden the poor who spend a higher percentage of their income on food the inflation that was previously driving up food prices for those least able to afford it has moderated as the result of the bailout of the financial sectors of the industrialized nations.

Among the developed countries, famine is now virtually nonexistent. Thomas Robert Malthus's penetrating analysis at the end of the eighteenth century of the limits of subsistence, to which many of the classical school subscribed, proved wrong.  Malthus built his pessimistic vision on a notion that the long-evident forces of stagnation would persist: A human population with a propensity to grow geometrically would be thwarted by limits to growth in the means of subsistence. Having observed crop yields that had changed only marginally for millennia, Malthus could not have foreseen the dramatic increase in agricultural yields. In the United States, for example, corn yields--or should I say maize yields--rose from 25 bushels per acre in the early 1800s to 160 by 2004.  Moreover, those living in the early part of the nineteenth century could not have imagined that life expectancy in developed countries two centuries later would rise on average to more than twice that which they experienced. That increase directly and indirectly resulted largely from the almost twentyfold increase in average real per capita gross domestic product gained since 1820.  However, throughout the nineteenth century, notwithstanding widespread criticism of market capitalism, standards of living continued to increase, propelling the world's population to more than 1-1/2 billion by 1900. The major advances in life expectancy by the early twentieth century were attributable largely to efforts to ensure a clean water supply, the result of the increased capital stock associated with rising affluence. 

A total of 5 nations have suffered totalitarian famines in the 20th century – Soviet Ukraine (1930-1933), the People’s Republic of China (1958-62), Ethiopa (1984-85), Cambodia (1974-79) and North Korea (1994-98).  The dekulakization and forced collectivization in the Soviet Union killed 14.5 million people nationwide with particular focus on the Soviet Ukraine between 1929 and 1933 Stalin is particularly noted for attempting to cover up evidence of this debacle.  Mao Zedong launched the Great Leap Forward in 1958 after having begun forced collectivization of agriculture in 1956 Great Leap Forward borrowed from Stalin’s agriculture minister.  The ensuing Chinese famine from 1958 to 1962 resulted in an estimated 30 million deaths.  Another hidden famine killed several hundred thousand people in Ethiopa between 1972 and 1973 precipitating a coup by military officers in 1974 that unseated Emperor Haile Selassie.  The subsequent famine of 1984-85 which killed one million people, was reportedly a consequence of drought induced crop failure.  Robert Kaplan reported in his book on the famine however that attempts to resettle hundreds of thousands of people from the Amharic and Tigrayan highlands to resettlement camps in the fertile lowlands where they were served miniscule portions of food for 11 hours of work; hundreds of thousands of people died.  Starvation was one of the means used by the Khmer Rouge in Cambodia 1974-1979 to water the killing the fields and it is estimated that perhaps a third of the casualties of resulted from deliberately planned starvation that included preventing people from scavenging for wild foods.  The North Korean famine of 1994 to 1998 after the severance of Eastern Bloc aid after the dissolution of the Soviet Union resulted as the result of the massive corruption, secrecy and greed that led to the collapse of the public distribution system (PDS) during the social transition to a market distribution system led to an estimated 2 to 3 million deaths.
20th Century theory regarding famine is founded in the Nobel Prize for Economics winning work of Amrtya Sen whose theory is that a family’s access to food determines who lives and dies. Under Sen’s theory if food prices increase rapidly at the same time wages are static or dropping, families will starve unless a coping mechanism saves them.  When the state controls food production and distribution, as it does in a totalitarian system, it inevitably uses this system to tighten its control over every aspect of life.  In the totalitarian system, those in power are rewarded and those in poverty are neglected.  Some famines have actually occurred during periods of rising harvests but rapidly falling wages.  Food is available, but the poor cannot afford to buy enough of it to survive, so they starve to death.  Sen’s theory regarding famine can be considered totalitarian in that it presumes that States will fail rather than perceiving the critical importance of social welfare institutions re-invented in the 19th Century.  

Contemporary theory directs that when confronted with famine to suspect the presence of a totalitarian regime that must be closely regulated for the domestic administration of relief to have any chance of succeeding in meeting the nation’s agricultural needs because the totalitarian state make the wealthy and politically connected overweight without so much as a grain of rice being given to the poor.  The World Food Program was established in 1963, WFP is the United Nations frontline agency in the fight against global hunger. In 2003, WFP fed 104 million people in 81 countries, including most of the world's refugees and internally displaced people. Since it was set-up in 1963, the Rome-based organization has invested US$27.8 billion and more than 43 million metric tonnes of food to combat hunger, promote economic and social development and provide relief assistance in emergencies throughout the world.  In USAID the Office of Food for Peace administrates food relief to famished regions of the world.
While famine does not seem to be on the horizon developing countries must prepare for a drop in trade, capital flows, remittances, and domestic investment, as well as a slowdown in growth. A seminar between African bankers and international investment analysts, held under the auspices of the World Bank-IMF Annual Meetings, discussed how the current global financial crisis might affect Africa and what countries can do to protect themselves. Sub-Saharan Africa already has seen some effect as a result of the crisis. Stock markets in Africa’s larger economies are mirroring those of developed  markets, and international bond issues that were growing have slowed. The small size of African markets also means that even limited withdrawals could have significant impact and, although major capital  withdrawal from foreign investors is unlikely, as the current crisis deepens, it could have an effect.  Participants noted that African markets are at varying levels of development, that debt in the public sector dominates, and that there is a focus on primary markets rather than secondary – leaving many investors with no capacity for emergency exits – and no bond markets exist outside of the West Africa Economic and Monetary Union (WAEMU), several countries do not have a market system.  African Ministers of Finance have urged developed countries to maintain pledged levels of aid to African  countries despite the volatility of the international financial markets. At a press conference in Washington, ministers from three countries said their governments were still studying the possible implications of the financial markets meltdown in order to prepare to take steps to mitigate any potential fallout. They urged donors to offer flexible programs in support of Africa’s development efforts. 

The fallout on economies of such countries as Kenya would depend on the steps their major trading partners, Europe in particular, intend to take to contain the crisis. The ministers also raised the question of voice for African countries in international financial institutions. Gambia’s Bala-Gaye said his country is anticipating a decline in tourist traffic in light of the economic problems developed countries are likely to experience, and a drop in remittances by the Gambian Diaspora living in those countries. Cameroon’s minister explained how the delayed effects of the crisis are likely to affect the economy of his country as the prices of export commodities drop due to reduced demand in the traditional export markets. The ministers stressed that the crisis underscores the need for African countries to institute reforms to create favorable climates for investment, especially in agriculture, that will in turn lead to increased production and self reliance in food. They emphasized the importance of creating goods and services while pursuing south-south cooperation among their countries, especially on the sharing of technical skills and experiences. The ministers explained the steps that individual African countries have taken to deal with food and fuel crisis. They emphasized that investment in infrastructure and agriculture is crucial for realizing the envisaged growth and development of African economies, and they called on donors to focus on the two sectors as a matter of priority.
The current crisis is unique in that, at least so far, it is exclusively industrialized nations that are suffering from recession as the result of the financial crisis.  This gives developing nations a strong position to take advantage of the weakness of the colonial powers to appreciate their currencies, and make a great leap forward towards equality. Latin American countries have experienced cycles of expansionary policies, currency appreciation, and devaluation crises. The popularity of appreciations, through their effect on consumers’ purchasing power, has been an accepted assumption. There is evidence that politicians in Latin America have a bias toward appreciating their currencies and distributive goals that have often generated real appreciation and periodic crisis known as “macroeconomic populism”. Appreciation is politically popular, in a large cross-section of Latin American countries, they show that the currency tends to appreciate before and depreciate after elections.  

For a given level of income, changes in exchange rates that are passed through to domestic prices affect the purchasing power of households differentially, depending on how the prices of their consumption baskets respond to exchange rates. For instance, to the extent that poorer households spend a larger share of their consumption on tradable goods (food, a tradable good, tends to have a large weight on the poor’s budget) than richer households, the pass-through or consumption effect of an appreciation tends to be pro-poor.  As exchange rate movements affect the relative profitability of different sectors of the economy (for example, manufacturing relative to services), it also shifts the relative demand for labor of different skills, locations, and sector of employment, among other characteristics.  The short-term effect of currency appreciation through the consumption channel benefits poorer households more than proportionately.  The consumption or pass-through effect of a 10 percent appreciation is equivalent in welfare terms to an increase in income of 1½ percent for the poorest households and only 1 percent for the richest ones. In Mexico, where the exchange rate pass-through is higher, the average of that effect is 4½ percent, and the difference between poorer and richer households is more muted (only about¼percent), with the effects peaking at middle income levels (but varying by less than ½ percent across the distribution).

Households whose heads have been employed in agriculture in the last 12 months are the ones whose total income is more negatively related to appreciations. A 10 percent appreciation in the REER is associated to a reduction in the relative income of those households by about 2.1 percent, and that was statistically significant for all specifications. On the other hand, the finance and business services and the construction sectors showed positive coefficients for all specifications, albeit less precisely estimated. That is also expected, as those two sectors are eminently non-tradable.  Somewhat surprisingly, the relative incomes of households whose heads are in the public administration, health, and education sector are negatively related to appreciations.  Again, the income of poorer households fares worse following an appreciation. The distributional effects peak at the middle of the distribution, and then decline. All else equal, the effect of a 10 percent appreciation on the income of households will be about ½ percent lower for the poorest and ¼ lower for the richest households vis-a`-vis those in the middle of the distribution.  All else equal, households working in the tradable sector (agriculture, mining, and manufacturing) experience a 1.1 percent decline in their income relative to those in the non-tradable sector following a 10 percent NEER appreciation (or a 2.8 percent decline for a 10 percent currency appreciation). 30–50-year-old age group tend to do better during periods of more appreciation than the more educated and older households. 

Enjoying food security, developing nations are in a unique position to appreciate their currency to enjoy greater purchasing power.  Although currency appreciation would cut into the volume of exports and the value of foreign assistance it is hypothesized that currency could dramatically improve the lives of people living in developing nations, who would have more purchasing power, and remedy the financial crisis in industrialized nations, who would devaluate their currencies and sell more goods.  
The financial crisis of the industrialized world, where large economic reserves can forestall humanitarian catastrophe from totalitarian dictatorship, presents an excellent opportunity for the developing world to take a great leap forward on the currency exchange towards equalizing their purchasing power.  It seems to be in every nation’s interest for the developing nations to devaluate the colonial currencies, yet this has yet to take center stage of the debate, and both developing and industrialized nations must be having difficulty weighing the pros and cons of such a radical idea as the result of the paucity of information.    

Sec. 750 History of International Development 

A map of the post Cold War derived from what is often called the “realist” theory of international relations reveals that according to this theory states are the primary, indeed, the only important actors in world affairs, the relation among states is one of anarchy and hence to insure their survival and security, states invariably attempt to maximize their power.  If one state sees another state increasing its power and thereby becoming a potential threat, it attempts to protect its own security by strengthening its power and/or by allying itself with other states.  The interest and actions of the more or less 184 states of the post-Cold War world can be predicted from these assumptions. Nation states are and will remain the most important actors in world affairs, but their interests, associations, and conflicts are increasingly shaped by cultural and civilization factors. The world is in some sense two, us and them, but the central distinction is between the West as the hitherto dominant civilization and all the others, African, Islamic and Oriental, who have recently overthrown the mantle of Western colonialism and now seek their way forward.  Africa is struggling with extreme poverty and internal strife.  The Islamic world is at odds with the infidels of the West and fundamentalists have used their religion to justify terrorist attacks leading to retaliation against and overthrow of the Islamic state sponsor by Western imperialist powers that set the stage for a war of colonial occupation.  The Orient is a story of steady economic progress and it is expected that by the middle of the 21st century Asia will be the global economic and political decision-maker for the democratic reason that the majority of the human population live and works there and through hard work their per capita incomes have sufficiently caught up with the West so that their total wealth will be greater.  

The West obviously differs from all other civilizations that have ever existed in that it has had an overwhelming impact on all other civilizations that have existed since 1500.  Western civilization gradually began to take shape between AD 370 and 750 through mixing of elements of Classical, Semitic, Saracen and barbarian cultures.  Its period of gestation lasting from the middle of the eighth century to the end of the tenth century was followed by movement, unusual among civilizations, back and forth between phases of expansion and phases of conflict. In 1490 Western societies controlled most of the European peninsula outside the Balkans or perhaps 1.5 million square miles out of a global land area, apart from Antarctica of 52.5 million square miles.  In the latter part of the nineteenth century, renewed Western imperialism extended Western rule over almost all of Africa, consolidated Western control in the Subcontinent and elsewhere in Asia, and by the early twentieth century subjected virtually the entire Middle East except Turkey to direct or indirect Western control.  Europeans or former European colonies, in the Americas, controlled 35 percent of the Earth’s land surface in 1800, 67 percent in 1878 and 84 percent in 1914.  By 1920 the percentage was still higher as the Ottoman Empire was divided up among Britain, France and Italy.  In 1800 the British Empire consisted of 1.5 million square miles and 20 million people.  By 1900 the Victorian empire upon which the sun never set included 11 million square miles and 390 million people.  At the peak of its territorial expansion in 1920, the West directly rule about 25.5 million square miles or close to half of the earth’s earth.  The League of Nations and later, the United Nations, made the independence of colonial nations and people a core mandate of their organizations.  More than 80 nations whose peoples were under colonial rule have subsequently joined the United Nations as sovereign independent states since the UN was founded in 1945.  By 1993 this colonial territorial control had been cut in half to about 12.7 million square miles.  The West is back to its original European core plus its spacious settler-populated lands in North America, Australia and New Zealand.  

For centuries moral reflection on international relations was focused on matters of war and peace.  These issues are still important but since WWII world poverty has overtaken war as the greatest source of avoidable human misery.  More people, some 300 million, have died from hunger and remediable diseases in peacetime in the seventeen years since the end of the Cold War than have perished from wars, civil wars and government repression over the entire twentieth century.  Some 830 million human beings are chronically undernourished, 1.1 billion lack access to safe water, 2.6 billion lack access to basic sanitation, 2 billion lack access to essential drugs, 1 billion lack adequate shelter, and 2 billion lack electricity, 774 million adults are illiterate and 218 million children between five and seventeen do wage work outside of the household.  The great catastrophe of human poverty is ongoing, as is the annual toll of 18 million.  We face victims of natural calamities, victims of historical or contemporary wrongs such as colonialism, slavery and genocide, some committed by our own country, and victims of domestic injustice associated with race, gender, ethnic identity, religion or social class.  We confront global threats and dangers such as the proliferation of weapons of mass destruction, climate change, new infectious diseases as well as personal responsibilities towards our family, friends, and professional associates.  
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. The increased participation of developing countries in global markets has taken place in low- (LT), medium- (MT) and high-tech (HT) manufactures, whose markets have been relatively more dynamic, on average, than markets for primary products (PP) and natural resource-based (NRB) manufactures.  Penetration by developing countries has been particularly impressive in markets for LT manufactures and by 2000 had reached 50 per cent of total world exports of this group of products.   
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.  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. The major general downturn took place around 1980.  During the golden period, all regions recorded an average GDP per capita growth rate of at least 2 per cent (see lowest subdivision of India was the only large developing country showing slower growth, with a rate of 1.4 per cent per annum. The fastest-growing economy was Japan, with an impressive 8.1 per cent GDP per capita growth rate, followed by Eastern Europe.  Strong and widespread developing-country growth ended around 1980.  This relatively good economic performance had come to an end with the second oil price shock, the sudden increase in world interest rates at the end of the 1970s and the collapse of non-oil commodity prices in the 1980s. These factors triggered the debt crisis of the 1980s, which hit African and Latin American countries particularly hard. Although the period between the two oil shocks had been marked by a rising frequency of growth collapse, particularly in sub-Saharan Africa, it was the combination of these external shocks that sparked a large number of growth collapses among developing economies in the 1980s.

 

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.  Having profited from the previous eased external financing conditions, developing countries suffered a sudden and substantial shock leading, for many of them, to significant balance-of-payments problems. The second shock was the structural decline in the terms of trade. Real non-oil commodity prices experienced a permanent drop by more than 30 per cent, after having fluctuated without a clear trend for a long period of time between 1920 and 1980.
 
Until the 1980s, views on what are the “right” macroeconomic policies for developing nations had been mostly embedded in broader, growth-oriented national development strategies. This changed in light of the severe macroeconomic instability that many developing countries faced around 1980 and the paradigm shift in the mainstream approach to macroeconomic policies in the developed countries, away from a Keynesian approach of counter-cyclical demand management aiming for full employment to a more conservative, prudential monetarist view aiming at controlling inflation.  This new “orthodoxy” in macroeconomic policies prevailed during the 1980s and 1990s, but its effectiveness in contributing to higher economic growth is increasingly being questioned. Macroeconomic policies should be growth-centred, with full employment as the ultimate objective. The growth divergence is closely associated with macroeconomic volatility.  The frequency of financial crises in developing countries indicates that macroeconomic stability is, in addition, about maintaining well-regulated domestic financial sectors, sound balance sheets of the banking system and sound external debt structures.  Greater stability, in its broad sense, reduces investment uncertainty and hence is supportive of higher long-term growth. Inflation rates had strongly diverged among developing countries during the 1970s and 1980s, but they converged downward during the 1990s.  For most developing-country regions with relatively low and stable inflation in the 1960s and again in recent years, since 2000, this has coincided with a solid growth performance.  Lower inflation rates are associated with higher long-term growth.  High inflation is correlated with lower growth, but—as evidenced by econometric studies—the relationship is not robust and the causality is not definitive. In particular, moderate inflation does not necessarily lead to under-par growth.

 

FDI inflows to developing countries have surged since the mid-1980s.  Services now account for close to three quarters of the global stock of FDI, as compared with 40 per cent in 1980. Between 1990 and 2003, the share of manufacturing in the FDI stock of the group of developing countries rose from 25 per cent to 37 per cent.  Sectoral trends of FDI differ among developing countries and regions.  Sectoral trends of FDI differ among developing countries and regions.  Changes in the policy environment led to greater FDI flows.  FDI in manufacturing requires an industrial base and domestic markets.  Because direct investors hold factories and other assets that are impossible to move, it is sometimes assumed that a direct investment inflow is more stable than other forms of capital flows. This need not be the case.  While a direct investor usually has some immovable assets, there is no reason in principle why these cannot be fully offset by domestic liabilities. Clearly, a direct investor can borrow in order to export capital, and thereby generate rapid capital outflows.  FDI and domestic capital formation have moved in opposite directions.  The contribution of FDI to exports depends on the sector in which it is located.  The impact of FDI on the balance of payments hinges on several factors.  Countries need to have absorptive capacity to benefit from FDI inflows.  All fast-growing countries made use of production sector strategies.  Success cases involved fast recognition and then abandonment of inefficient policies.  Production sector policies promote structural change in the economy.  Innovations are important for growth.  Innovations underlie a country’s competitive advantage. 

During the past decade, one of the most prominent themes sounded by policymakers, observers, and analysts of international economic developments has been "globalization." Based on rapid advances in trade, finance, transportation, and communications, the world economy has become increasingly tightly knit. Large numbers of the world's population--including those in China, India, and the former Soviet Union--have emerged from their relative isolation to participate more fully in the global economic system. The impression has been that national borders and regional differences are becoming less and less relevant as businesses increasingly operate in a single global market.  At the broadest level, globalization influences the conduct of monetary policy through its powerful effects on the economic and financial environment in which monetary policy must operate. As you know, several decades of global economic integration have left a large imprint on the structure of the U.S. economy, including changes in patterns of production, employment, trade, and financial flows. Other than by contributing to general economic and financial stability, monetary policy can do little to affect these structural changes or the powerful economic forces that drive them.  One direct effect of globalization has been to increase the time and attention that policymakers and staff must devote to following and understanding developments in other economies, in the world trading system, and in world capital markets.  A quarter-century ago, foreign holdings of U.S. financial assets were limited, and therefore, the influence of foreign investors and foreign financial conditions on U.S. financial markets was in most cases relatively modest.  Today, foreigners hold about one-quarter of the long-term fixed-income securities issued by U.S. entities of all types and more than half of publicly-held U.S. Treasury securities. Cross-border financial flows are enormous and growing: For example, in 2006, foreigners acquired on net more than $1.6 trillion in U.S. assets, while U.S. investors purchased more than $1 trillion in foreign assets.  

Modern currency crises often begin with a government immobilized by contending demands to sustain a fixed rate and to devalue.  Latin American emerging market countries demonstrate the tendency for overvaluation spells, in contrast to the experience of emerging Asian countries.  The perception that some Asian countries, and in particular, China, have pursued active exchange rate policies has renewed interest on a debate about the merits of the  neo-mercantilist view that an undervalued currency should provide protection to domestic industries in order to stimulate the tradable sector.  Latin American countries have often allowed their currencies to appreciate, or maintained artificially appreciated official exchange rates in the presence of large black market premiums, and have achieved lower growth rates and been prone to periodic bouts of macroeconomic instability.  During 1980–2006, an overvaluation of 15 percent or more took place during 12 years in Argentina, 7 percent in Brazil, 8 percent in Colombia, 5 percent in Chile, and 4 percent in Mexico. Most of the overvaluation spells mentioned above were related to the presence of fixed exchange rate regimes. A large black market premium is perhaps a clear sign of an artificially appreciated currency.  This tendency for Latin American countries to seek to appreciate their currencies has often been attributed to political economy considerations.  Latin America’s large inequality is thought to provide the grounds for strong short-term political gains from policies that redistribute rents from the exporting sector, and exchange rate appreciation figures prominently among such policies. Unless properly overseen, liberalization can result in too rapid growth of bank assets, over-indebtedness and price-asset bubbles.
The financial crisis that followed the Mexican devaluation in December 1994 spilled over to the economies of other countries, mostly in Latin American.  The Mexican devaluation occurred in an environment that did not believe that the peso parity was sustainable and reserves fell until the government had no other choice but to devalue.  After a couple of days and US 5 billion of capital flight, the Mexican authorities were left with little choice but to adopt a floating exchange rate regime.  Far from calming the markets, the devaluation resulted in a financial crisis with significant spillover effects on other countries particularly in Latin America.  The policy based on a fixed exchange rate, designed to fight inflationary pressures, was implemented at the end of February, 1988. Beginning in 1989, the fixed exchange regime was replaced by a crawling peg. Originally, the crawl was fixed at one peso per day (equivalent to the annual depreciation rate of 16%), in 1990 this was reduced to 80 centavos daily (11% annual depreciation) and, in 1991, the crawl was fixed at 40 centavos daily (5% annual depreciation).  In November 1991, the crawling peg was replaced by a band within which the exchange rate was allowed to fluctuate. The ceiling of the band was adjusted daily by 0.0002 new pesos (or 20 cents of the old pesos). This adjustment was increased in October, 1992 to 0.0004 new pesos daily while the floor was maintained at 3.0512 new pesos per dollar. On December 20, 1994 the ceiling of the band was increased by 15% while its subsequent daily increase of 0.0004 new pesos was maintained. This policy proved to be unsustainable and was abandoned two days later when the Mexican authorities were forced to adopt a floating exchange rate regime because they had run out of international reserves.  

The Asian financial crisis was initiated by two rounds of currency depreciation that have been occurring since early summer 1997. The first round was a precipitous drop in the value of the Thai baht, Malaysian ringgit, Philippine peso, and Indonesian rupiah. As these currencies stabilized, the second round began with downward pressures hitting the Taiwan dollar, South Korean won, Brazilian real, Singaporean dollar, and Hong Kong dollar. Governments have countered the weakness in their currencies by selling foreign exchange reserves and raising interest rates.  On the brink of hyperinflation and immersed in a deep financial crisis, Ecuador abandoned its currency in January 2000 and adopted the U.S. dollar as its legal tender.

In today’s increasingly integrated global economy, the growth performance of a country is determined by factors that operate both within and outside its geographical boundaries. Increased international trade and finance can contribute to better economic performance. However, countries with poorly integrated domestic economies, pro-cyclical macroeconomic policies, low infrastructural and human development and weak institutions have less opportunity to gain from expanding world markets.  The problem of rising global inequality has an important bearing on the implementation of the United Nations development agenda. It makes the achievement of the Millennium Development Goals and other internationally agreed development goals more difficult and affects global security. Failure to redress the tendency towards growing global inequality could thus have wide-ranging consequences for human development.  It is therefore of utmost importance that the industrialized nations devaluate their currencies as they forced Latin American and Asian nations to do when they were in exactly the same predicament.  

Sec. 800 International Macroeconomic Policy

Political energy for greater global financial regulation, which some have called the building of a new Bretton Woods consensus, may already be here.   Trade is the low-hanging fruit in a complex set of issues requiring collective action now. Governance today is and is likely to remain mostly local, within the nation-states, given legitimacy considerations. However, global issues stemming from increasing interdependence need to be tackled more efficiently to ensure world peace and stability. As we have seen with the financial crisis, purely national solutions are not enough.  Global governance in today's key economic areas — trade, finance and the environment — is mostly about global regulations. Building these rules require four elements: a collective political will to go global; a consensus on the concept or on the agenda of how to regulate globally; a place to negotiate binding commitments, and to administrate and enforce them; and finally a capacity to compromise, which means bringing on board domestic constituencies.  To avoid any colonial cronyism amongst wealthy Member States, that is sure to fail in the current international economic environment, the best answer to the financial crisis must introduced to the United Nations General Assembly, specifically that industrialized nations need to devaluate their currencies unilaterally with developing nations.

The embryo of regulation stemming from the constellation around the Bank for International Settlements in Basel has proven largely insufficient to address the shortcomings leading to today's financial crisis.  Trade is not the cause of financial turmoil but good trade policies may be but part of the solution.  Trade allows unused resources linked to the fall in domestic markets to be exported. Trade opening can also be useful, by increasing the efficiency of affected economies, bringing fresh capital inflows — in financial services for example — and by providing new export opportunities. The resort to protectionism is made much more difficult for countries that wish, in a non-cooperative mode, to shield themselves from the exports of crisis-stricken countries, or in the case of the overvalued US dollar to shield against inflation.  

The Agreement on Subsidies and Countervailing Measures, 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 FDI, developing countries will enter a rapid and sustainable development path.
Beijing began its astonishing rise by devaluing its currency 45 percent in 1994, slashing the prices of exports in half and making imports twice as expensive.  China's worldwide trade surplus in manufactures, $31 billion in 2001, hit $401 billion in 2007, a 1,300 percent increase, and may reach $500 billion in 2008. China has shoved Germany aside to become the world's greatest exporter and now leads the world in the export of manufactured goods to Japan and the European Union, as well as the United States.  Before 2004, China's manufacturing trade surplus with America was largely in textiles and apparel. But, since then, China's rocketing trade surplus in electronics, computers and parts has far exceeded her surplus in textiles and apparel. China's trade surplus in computers and components rose from $8.1 billion in 2001 to $73.5 billion in 2007. In cellular phones and parts, her worldwide trade surplus grew from $3 billion in 2003 to $50 billion in 2007, and may reach $60 billion by year's end. Despite repeated efforts to sue for China for currency manipulation with her immense trade surpluses, China's reserves have surged from $200 billion in 2002 to $2 trillion.  

 

Macroeconomic adjustment is not a simple matter of restoring the fiscal balance.  The growth divergence across the developing countries, as well as the different features of macroeconomic stability, has also been influenced by financial sector development over the past four decades. Financial intermediation supports the growth process by mobilizing household and foreign savings for investment by firms, ensuring that these funds are allocated to the most productive use, and spreading risk and providing liquidity so that firms can operate the new capacity efficiently. Financial development thus involves the establishment and expansion of institutions, instruments and markets that support this investment and growth process.  Financial liberalization in developing countries has not led to the expected increase in savings and investment levels.  The absence of a domestic bond market makes it more difficult to fund public infrastructure or private modernization projects and makes the financial system more vulnerable.  The focus of macroeconomic policies merely on low inflation and on restoring the fiscal balance may be too narrow for achievement of the desired growth gains.  The growth of the domestic bond market has also been substantial when expressed as a percentage of GDP. Volatile international capital flows have become a source of macroeconomic instability for many developing countries.  Economic theory suggests that private capital should flow from developed countries, where it is abundant and investment opportunities are more fully exploited, to developing countries, where it is scarce relative to ample investment opportunities. Capital inflows could supplement domestic savings in financing investment in developing countries, contributing to their growth and development. In addition, access to international capital markets would help reduce fluctuations in liquidity over the business cycle, dampening macroeconomic volatility. In practice, however, international capital flows to developing countries have been volatile and a source of macroeconomic instability.

 Private capital flows are concentrated in a small number of middle income countries.  Commercial bank lending and portfolio investment have proved to be highly pro-cyclical for developing countries. Both the availability and the cost of external financing ease during periods of economic expansion, and tighten and become more expensive during downswings.  During the 1970s, developing countries had obtained access to commercial bank lending, after having relied mostly on ODA or FDI in preceding decades.  The surge in bank lending came to a sudden halt as world interest rates rose around 1980 and the perception of risk changed with the sudden increase in the debt-servicing burden of the borrowing countries. The subsequent massive withdrawal of bank loans accelerated the debt crises that spread among developing countries.

Private capital flows were revived from 1990, but again with boom-bust cycles.  Without adequate regulations and with weak financial systems, financial volatility is readily transmitted to the real sector.  Private capital flows, in general, have not contributed to increased long term growth.  A stable nominal exchange rate can provide an anchor for general price stability. Particularly, in countries with a past experience of high inflation and whose central bank lacks credibility, reliance on a stable and fixed nominal exchange rate could be helpful in reducing inflation and macroeconomic instability. On the other hand, as the exchange rate provides a signal for allocating resources across countries and across sectors, a larger degree of flexibility in the exchange rate may be needed to avoid the inefficient allocation of resources in the long run.

 

Institutional and governance factors help account for the divergence in economic growth.  Successful growth depends on institutions that can make markets function better and that can guarantee social cohesion.  Suitable forms of institutional “quality” and good governance to support sustained growth are inherently country-specific.  A build-up towards better institutions in specific areas can be sufficient to lift binding constraints on growth.  Market functioning can be improved by lower transaction costs, public goods provision, industry regulation and strategies for long-term growth.  Governance factors that create and improve markets can be classified as those that: (a) help create markets, by reducing transaction costs and granting and protecting property rights; (b) provide for public goods (measuring, in the classical sense, non-rival and non-excludable goods), as well as those that generate positive externalities, and reduce the supply of the ones that generate negative externalities; (c) help in regulation at the industry level, particularly in relation to non-competitive market practices; and (d) provide for regulation that avoids short-run macroeconomic imbalances, and design structural strategies and policies that create conditions for long-term growth by extending adequate incentives and helping finance innovation, human capital accumulation and investment.


 

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.  The shifts in paradigm in development policies brought vast changes to institutional frameworks.  Following the poor growth experience that started around 1980, development policies have predominantly focused on reducing government interference in the economy by freeing domestic markets of price controls, lifting trade barriers, liberalizing financial markets and privatizing State-owned enterprises.  Rolling back the State, so the logic went, would lead developing countries to higher and more sustained growth.

Two approaches to unraveling the importance of the governance structure as a determinant of growth and development have emerged in the recent literature: (a) new comparative economics, where the rights of the individual in law (including property rights), anti-corruption measures and other governance-related factors are considered to be the key factors, with the significance of these key factors often being estimated by cross-country analyses; and (b) the varieties of governance systems approach, which recognizes differences in institutions over time and across space and examines how economic agents respond in different contexts to the specific set of rules and regulations governing markets.

 

Two types of governance capacities are necessary to achieve sustained growth: market-enhancing governance and growth-enhancing governance. The former encompasses governance factors, such as the protection of property rights and the enforcement of rule of law, that ensure market efficiency. The latter encompasses the State’s abilities to complement market activities, including the capabilities to accelerate the transfer of assets and resources to more productive industries, and to facilitate the absorption and learning of new technologies.  Step-by-step changes to governance structures can be sufficient to trigger growth.  Some developing countries achieved sustained growth over the past three to four decades and narrowed the income gap existing between them and developed countries. Their success in governance transformation is illuminating in two respects. First, it demonstrated the importance of addressing the binding constraints on growth being faced and of creating a sense of priority in governance transformation. The success of such transformation therefore does not depend on the comprehensiveness of reforms in governance structure. Rather, a step-by-step, or gradual approach to removing such constraints can be very effective. Second, their experiences demonstrated that when a governance reform (such as a trade reform) induces large shifts of income from one group to another, it was important to make the workings of the market consonant with social cohesion. These success stories show the importance of addressing the issues of complementarity not only between economic reforms, but also between economic and social management.

 

Land reform can be an effective means of easing the constraint on growth productivity.  Land reform is an effective means of easing this constraint by transferring ownership to farmers who operate the land or, more generally, by securing for farmers the right to share an appropriate return from their activity on the land.  Guaranteeing the private property rights connected with owning land is a means of providing farmers with economic incentives to produce crops and to maintain and invest in their land.  When outright transfers of landownership are not feasible for political or socio-economic reasons, higher agricultural productivity can be achieved by merely enforcing tenancy law or by guaranteeing a return to farmers’ activities on the land. The first stage of trade reform is characterized by successful agricultural reform and a dual-track price-setting scheme.  In the second stage, the dual-track price setting scheme is phased out.  The third stage of the reform process is to put a stronger emphasis on the need to spread the benefits of economic growth more equitably among all social groups and all regions of the country.  It is not necessary to have all the required elements of good governance in place before sustained growth can be initiated.  

 

Empirical evidence has confirmed the positive relationship between infrastructure and growth.  When public and private capitals are complementary, an increase in infrastructure will raise the rate of return on private capital and thus induce an increase in the stock of private capital.  Changes in public investment have been a minor contributor to the widening income gap between rich and poor countries, accounting for no more than 12 per cent of that increase.  Lagging infrastructural development could account for as much as one third of the widening income differentials between East Asia and Latin America.  Cuts in growth-enhancing public investments may jeopardize future fiscal sustainability.  Human capital is important for long run growth. Human capital, in the form of a higher education level and good health, enhances people’s capacities, and their creativity and productivity. Healthier and better-educated people can perform higher value added tasks more efficiently than people with low levels of human capital. They are also more likely to adopt improved technology and to innovate. Finally, workers with high levels of human capital can adapt more easily to changing job conditions and sectoral change and are more likely to have the skills needed to face international competition.  
Sec. 850 Full and Productive Employment
On Armistice Day 11 November 1918 US President Franklin D. Roosevelt, at his second inaugural address, January 1937, stated: “The test of our progress is not whether we add more to the abundance of those who have much; it is whether we provide enough for those who have too little.”  The Principles of Labor set forth the next year in Art. 427 of the Treaty of Versailles of 28 June 1919 are:

First.​ The guiding principle above enunciated that labor should not be regarded merely as a commodity or article of commerce.

Second.​ The right of association for all lawful purposes by the employed as well as by the employers.

Third.​ The payment to the employed of a wage adequate to maintain a reasonable standard of life as this is understood in their time and country.

Fourth.​ The adoption of an eight hours day or a forty-eight hours week as the standard to be aimed at where it has not already been attained.

Fifth.​ The adoption of a weekly rest of at least twenty-four hours, which should include Sunday wherever practicable.

Sixth.​ The abolition of child labour and the imposition of such limitations on the labour of young persons as shall permit the continuation of their education and assure their proper physical development.

Seventh.​ The principle that men and women should receive equal remuneration for work of equal value.

Eighth. ​The standard set by law in each country with respect to the conditions of labour should have due regard to the equitable economic treatment of all workers lawfully resident therein.

Ninth.​ Each State should make provision for a system of inspection in which women should take part, in order to ensure the enforcement of the laws and regulations for the protection of the employed.

The 2005 World Summit resolved “to make the goals of full and productive employment and decent work for all a central objective of their relevant national and international policies”.  Greater attention, therefore, needs to be paid to decent work, defined as “opportunities for men and women to obtain productive work, in conditions of freedom, equity, security and human dignity”.  Decent work is central not only as a source of income, but also as a condition for people to live a self-determined life, and to participate fully as citizens in their communities. As such it facilitates social integration and social cohesion. It is also essential for the long-term recovery of countries emerging from conflict.  It is important to put the goals of full employment and decent work firmly back into the United Nations development agenda. It demonstrated that there is a solid consensus that in order to achieve the internationally agreed development goals, including the MDGs, employment and decent work needs to be at the centre of economic and social policies. World Leaders also concluded at the Summit that in many parts of the world the goals could not be achieved by the 2015 deadline under the prevailing employment and labour market condition.
 

On the theme of the 2006 ECOSOC High-Level Segment: "Creating an environment at the national and international levels conducive to generating full and productive employment and decent work for all, and its impact on sustainable development" The quality of employment is embedded in the very notion of decent work. It is about security of tenure and prospects for career development; it is about working conditions, hours of work, safety and health, fair wages and returns to labor, opportunities to develop skills, balancing work and life, gender equality and social protection. It is also about freedom of association and having a voice in the workplace and society. 
According to the ILO's Global Employment Trend Brief , at the end of 2005, the world’s unemployment rate stood at 6.3 per cent, unchanged from the previous year and 0.3 percentage points higher than a decade earlier.  The world work force is estimated at 2.8 billion.  In 2005 the number of unemployed worldwide reached new heights of nearly 192 million people and underemployment remains pervasive.  Some 520 million working women and men are unable to earn enough to lift themselves and their families above the one dollar a day or less per person extreme poverty line.  More than twice that amount, 1.4 billion earns $2 a day or less– the same number as ten years ago and half of the global labor force.  Moreover, the number of unemployed worldwide, currently, at about 192 million, climbed to new heights in 2005. The world, in short, is facing a structural challenge for job creation; one that growth alone appears incapable of resolving.  In order to attain the Millennium Development Goals and the UN development agenda both the quantity and the quality of jobs need to be increased in order for people to move out of poverty.  
While women’s participation in the labor force has increased gradually over the last ten years, globally, this increase has been very slight – 0.5 percent (from 51.7 percent in 1995 to 52.2 percent in 2005). Despite the slight decrease of male participation (1.3 percentage points in 2005 to 80.8 percent), the gap between adult women and men is still wide: 28.6 percent in 2005.  Of roughly 520 million working people living in extreme poverty (earning less than $1 a day), an estimated 60 per cent are women.  Women provide important contributions to the economy through both remunerated and unremunerated work in the labor market, at home and in the community. However, gender stereotypes, and horizontal and vertical sex segregation in the labor market contribute to gender inequality in employment worldwide.  
From 1995 to 2005, there has been a drop in agriculture as a share of total employment from around 44.4 per cent to 40.1 per cent and a concomitant increase in services from 34.5 per cent to 38.9 per cent. Industrial employment held steady over the time period at 21 per cent.  Given that three quarters of the world’s poor live in rural and agricultural regions and that most new employment is generated in the informal economy, in many developing countries, working out of poverty means directing efforts towards the rural on- and off-farm sector, the informal economy and small and micro-enterprises in order to assist workers to move from low- to high-productivity activities. In developed countries, erosion of the welfare state, cost-cutting induced by competitive pressures, the decreasing power of trade unions, deregulation in the labor market, and changes in technology and work organization have resulted in an increase in the number of part-time employees, and a rise in the number of contingent employment in temporary work agencies or through personal contracts.  

The UN Secretary-General stated: “Only through cooperation – bilateral, regional, and global – can we build the partnerships between receiver and sender countries that are in the interests of both;... since migration is a global phenomenon, which occurs not only between pairs of countries or within regions but from almost every corner of the world to every other, it requires our collective attention”.  Throughout human history, migration has been a courageous expression of the individual’s will to overcome adversity and to live a better life.  Each year millions of women land men leave their homes and cross national borders in search of greater security for themselves and their families. Most are motivated by the quest for higher wages and better opportunities, but some are forced to do so because of famine, natural disasters, violent conflict or persecution.  Most of the world’s migrants – estimated at 191 million in 2005- are migrant workers – those who migrate for employment- and their families. In 2000 economically active migrants were estimated to number some 81 million, and with their families accounted for almost 90 percent of total international migrants. Refugees and asylum-seekers account for about 10 per cent of migrants.  The World Bank estimates total remittances of about $250 billion if informal flows are also included.  Remittances have increased from $31 to $170 billion between 1990 and 2005, and by 73 per cent between 2001 and 2005. Recorded remittances are now more than double the level of ODA.
Migrants alleviate labor-market shortages in receiving countries, thus removing constraints on growth. Additionally, migrant workers have a positive impact on growth by increasing effective demand both as consumers and, in some instances, as investors.  Empirical studies show that migrants have only a limited negative impact on wages and employment of natives, even where their share in the labor force is relatively large.  In any case, such a negative impact is contingent on the particular labor-market segment in which the migrant workers operate: often low-skilled native labor is more adversely affected than skilled labor. For instance, it was estimated that the immigrant influx to the United States in the 1980s and 1990s led to a decline of 3.3 per cent in the wage of a typical native worker. The negative impact on the wages was larger for high-school dropouts (8.2 per cent) than for college graduates (3.8 per cent).

 

The two ILO Conventions on migration—the ILO Migration for Employment Convention, 1949 (No. 97) and the Migrant Workers (Supplementary Provisions) Convention, 1975 (No. 143)—together with the 1990 International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families provide a comprehensive legal framework for migration policy and practice covering most issues of treatment of migrant workers and of inter-State cooperation on regulating migration. 
Sec. 900 Climate Change

 

The environment is always a great source of international solidarity in regards to sustainable development as it appeals to both capitalists and conservatives. At this time, as the result of international political consensus to respond to recent scientific discoveries regarding global warming and the recent inflation in the price of oil and energy prices, green energy should be the primary benefactor of government subsidized work programs. By providing incentives in the form of subsidies and tax relief to producers of renewable, and also to households, using energy efficient technology.  Another way to become more energy independent is to get more out of the energy we use and exploit the natural resources of the nation rather than relying upon imports.  As cutting-edge renewable energy and energy efficient technology advances, the federal government should be among the first consumers of it.  By purchasing flexible-fuel vehicles and using more efficient lighting, the government will help create a market for these technologies while putting taxpayer dollars to good use.   The most practical way to energy independence is of course to legislate a mandate for all new housing to be constructed with enough solar panels for energy self-sufficiency, thus over the course of the next century households would become completely energy independent. 

In the past few decades global warming and emissions have become a major issue.  The Al Gore documentary an Inconvenient Truth explains that carbon fuel emissions in the atmosphere are causing a warming in the global climate.  Although the US is the largest air polluter most regulated by the Kyoto Protocol of 16 February 2005 that binds the US to reduce their emissions by 7% pursuant to the United Nations Framework Convention on Climate Change of 11 December 1997.  The Protocol entered into force on 16 February, 2005.  The United States imports more than 13 million barrels of oil per day, mostly to fuel our cars and trucks. To comply with the treaty, in their own way, the Energy Policy Act 2005, expanded the federal tax incentives for electricity production from wind, solar, biomass, and other renewable sources.  The act also required that 7.5 billion gallons per year of renewable fuels, including ethanol, be used in motor vehicles by 2012 and require utility companies to produce at least 15 percent of electricity from renewable sources. 

In brief, 70.8%, 361.132 million sq km of the world's 510.072 million sq km surface is water and 29.2%, 148.94 million sq km is land.   As the result of the symbiosis between biotic life and the evaporation of water the Earth has developed an atmosphere. Air contains roughly 78% nitrogen, 21% oxygen, 0.93% argon, 0.04% carbon dioxide, and trace amounts of other gases, in addition to about 3% water vapor. The atmosphere protects life on Earth by absorbing ultraviolet radiation and reducing temperature extremes between day and night.  Three quarters of the atmosphere's mass is within 11 km of the planetary surface.  The Karman line, at 100 km (62 miles), is also frequently used  as the boundary between atmosphere and outer space. 

 

Scientists report that the average temperature of the earth's surface has risen by 0.6 degrees C since the late 1800s. It is expected to increase by another 1.4 to 5.8 degrees C by the year 2100 -- a rapid and profound change. Even if the minimum predicted increase takes place, it will be larger than any century-long trend in the last 10,000 years.  The principal reason for the mounting thermometer is a century and a half of industrialization: the burning of ever-greater quantities of oil, gasoline, and coal, the cutting of forests, and certain farming methods.  These activities have increased the amount of "greenhouse gases" in the atmosphere, especially carbon dioxide, methane and nitrous oxide. Such gases occur naturally and are critical for life on earth; they keep some of the sun's warmth from reflecting back into space, and without them the world would be a cold and barren place. Nitrogen dioxide (NO2) and nitric oxide (NO) are two gases that form a group of pollutants known as nitrogen ox​ides (NOx), which are created primarily through fossil fuel burning. When combined with other gases and sunlight, they form ozone, the major urban air pollutant in smog.
The 1990s appear to have been the warmest decade of the last Millennium, and 1998 the warmest year.  The global mean surface temperature in 2006 is currently estimated to be + 0.42°C above the 1961-1990 an​nual average (14°C/57.2°F), according to the records maintained by Members of the World Meteorological Organization (WMO), making 2006 the sixth warmest year on record. Averaged separately for both hemi​spheres, 2006 surface temperatures for the northern hemisphere (0.58°C above 30-year mean of 14.6°C/58.28°F) are likely to be the fourth warmest and for the southern hemisphere (0.26°C above 30-year mean of 13.4°C/56.12°F), the seventh warmest in the instrumental re​cord from 1861 to the present.  Since the start of the 20th century, the global average surface temperature has risen approximately 0.7°C. But this rise has not been continuous. Since 1976, the global average temperature has risen sharply, at 0.18°C per decade. In the northern and southern hemispheres, the period 1997-2006 averaged 0.53°C and 0.27°C above the 1961-1990 mean, respectively. 

 

On 25 September, the maximum area of the 2006 ozone hole over the Antarctic was recorded at 29.5 million km², slightly larger than the previous record area of 29.4 million km² reached in September 2000. These values are so similar that the ozone holes of these two years could be judged of equal size. The size and persistence of the 2006 ozone hole area with its ozone mass deficit of 40.8 megatonnes (also a record) can be explained by the continuing presence of near-peak levels of ozone-depleting substances in combination with a particularly cold stratospheric winter. Low temperatures in the first part of January prompted a 20 per cent loss in the ozone layer over the Arctic in 2006. Milder temperatures from late Janu​ary precluded the large ozone loss seen in 2005. The year 2006 continues the pattern of sharply decreasing Arctic sea ice. The average sea-ice extent for the entire month of September was 5.9 million km², the second lowest on record missing the 2005 record by 340 000 km². Including 2006, the September rate of sea ice decline is now approximately -8.59% per decade, or 60 421 km² per year.
 

The current warming trend is expected to cause extinctions. Numerous plant and animal species, already weakened by pollution and loss of habitat, are not expected to survive the next 100 years. Human beings, while not threatened in this way, are likely to face mounting difficulties. Recent severe storms, floods and droughts, for example, appear to show that computer models predicting more frequent "extreme weather events" are on target.  The sea level rose on average by 10 to 20 cm during the 20th century, and an additional increase of 9 to 88 cm is expected by the year 2100. (Higher temperatures cause ocean volume to expand, and melting glaciers and ice caps add more water.) If the higher end of that scale is reached, the sea could overflow the heavily populated coastlines of such countries as Bangladesh, cause the disappearance of some nations entirely (such as the island state of the Maldives), foul freshwater supplies for billions of people, and spur mass migrations.  Agricultural yields are expected to drop in most tropical and sub-tropical regions -- and in temperate regions, too, if the temperature increase is more than a few degrees C. Drying of continental interiors, such as central Asia, the African Sahel, and the Great Plains of the United States, is also forecast. These changes could cause, at a minimum, disruptions in land use and food supply and the range of diseases.

 

Reducing our reliance on fossil fuels will not only lead us to energy independence, it will help us begin to reverse the problems associated with climate change.  Climate change is a serious problem that must be addressed and Parliament should implement a mandatory program to reduce those gases.  Humans burning fossil fuels create greenhouse gases. Rising temperatures are posing a substantial risk of rising sea-levels, altered patterns of atmospheric and oceanic circulation, and increased frequency and severity of floods and droughts.  We can’t ignore this problem any longer.  We must legislate real reductions in greenhouse gases while allowing the economy to continue to grow.  The plan is to limit the amount of carbon released into the atmosphere by capping greenhouse emissions of all major emitters, while allowing companies to buy, sell and trade carbon credits, market forces.  The end result will be a system that provides significant market incentives for responsible behavior and adds significant costs for irresponsible action.  

 

Sec. 1000 Socio-Economic Change 

H.E. Hu Jintao, President of the People’s Republic of China, stated to the World Summit in 2006, “Throughout the long history, human communities have never been so closely interconnected in interests and destinies. Our common goals have put us all in the same boat, and the common challenges we face require that we get united. Let us join hands and work together to build a harmonious world with lasting peace and common prosperity”.  Thus the human race can be relieved that the new President of the United States, whose African descent holds great promise for international development, has agreed to a timetable to withdraw troops from the colonial occupation of Iraq after being scourged by oil prices, but remains obstructed by the need for peace, from achieving common prosperity, by the very terrorist plot that led to the war in Iraq, of toxic Taleban, students, and explosive military bases, al Queda.  The nation of Afghanistan must not continue to be colonially subjugated by foreign troops and plans must be made for their withdrawal to liberate the United States, the world’s most disempowering nation, and the EU, from military dictatorship.  Things would probably be all right if Obama would reinterpret his name as commander in chief to mean 0 zero bombs.  For a lasting peace this least developed nation must be permitted to establish a National Opium Agency with which to market 25% of their national economy in harmony with pharmaceutical regulation.  Thus Afghanistan could begin to flourish and with the prosperity of the first nation in the atlas index the entire world, particularly Africa, could begin to thrive under the MDGs for 2015, in pursuit of an international social security tax administration when we can see more clearly by 2020.
In conclusion, to overcome the global financial crisis, both developed and developing nations are encouraged to redouble their efforts to achieve the agreed upon MDGs by 2015 in hopes of recovering confidence in the $1 trillion decade with $200 billion ODA this 2009.  The MDGs are the only successful form of international co-operation and development we have enjoyed since the laws against colonialism in the 1960s.  Neither theory nor history lends any credence whatsoever to subsidies for the rich that are not only illegal but counterproductive as the result of the law of diminishing returns that is interpreted for stimulus bills to mean that the intended beneficiary should be very likely to spend all the money they are given because they are poor and poor people spend most or all of their money on food and other well-priced merchandise critical to socio-economic well-being.  The alleviation of poverty by redistributing money from the rich to the poor is, and always has been, the only pursuit of good government that also regulates to remove defective products from the market and promotes property rights (including intellectual property) so that the free market economy can function in accordance with the law of supply and demand for the benefit of everyone.

This chapter reviews a number of options for improving international economic regulation.  First, the most direct response to the financial crisis is for industrialized nations to devaluate their currency against that of developing nations whose economies, at least so far, are not as badly damaged as those in the first world.   This measure of devaluation would stimulate the international trade of industrialized nations by reducing the price of their goods on the international market.  The export market is 2/3 of economic growth statistics so this measure is very likely to reverse economic recession in the industrialized world for a slight increase in the price of oil and other imported commodities.  Developing nations would gain proportionally greater purchasing power for the benefit of their domestic economies at the expense of foreign assistance and investment that is always questionable in regards to subverting the interests of the native people.  Because industrialized nations have already manipulated the economy with large counterintuitive financial sector subsidies, they cannot afford, this devaluation should be enforced by the UN General Assembly in much the same way the US and EU forced Mexico and Asian nations to devaluate their currency when they were in crisis.  The hold-up on this measure seems to be that the industrialized nations do not wish to entertain thought of losing their colonial competitive advantage of their post industrial service economies for whom people from developing nations do all the real work and produce all the real goods because of the favorable exchange rates.  Major devaluation of first world currencies needs to be at the top of the agenda because currency appreciation and equal purchasing power is in fact the major issue pertaining to equality of income. This first world financial crisis presents an excellent opportunity for currency appreciation to allow developing nations take a great leap forward towards to equal purchasing power and income, on the currency exchange.

Second, there is a considerable amount of corruption in the international government that is obstructing the success of the free market that could be reformed.  Two approaches to unraveling the importance of the governance structure as a determinant of growth and development have emerged in the recent literature: (a) new comparative economics, where the rights of the individual in law (including property rights), anti-corruption measures and other governance-related factors are considered to be the key factors, with the significance of these key factors often being estimated by cross-country analyses; and (b) the varieties of governance systems approach, which recognizes differences in institutions over time and across space and examines how economic agents respond in different contexts to the specific set of rules and regulations governing markets.  Two types of governance capacities are necessary to achieve sustained growth: market-enhancing governance and growth-enhancing governance. The former encompasses governance factors, such as the protection of property rights and the enforcement of rule of law, that ensure market efficiency. The latter encompasses the State’s abilities to complement market activities, including the capabilities to accelerate the transfer of assets and resources to more productive industries, and to facilitate the absorption and learning of new technologies.  

The financial crisis is attributed to have originated in the United States as the result of Adjustable Rate Mortgages (ARM) that need to be banned by the legislature that enacted them in Veteran’s statute, in favor of fixed rate mortgages with renegotiated principle.  Furthermore the US has several outstanding amendments, namely Title 22 US Code Foreign Relations and Intercourse (a-FRaI-d) that needs to be amended to Foreign Relations (FR-ee), Court of International Trade of the United States (COITUS) to Customs Court (CC), USAID to US International Development (ID) and Bureau for Asia and the Near East (ANE) to Bureaus for Middle East and Central Asia (MECA) including North Africa and Indonesia and South East Asia (SEA) including Oceania.  The United Nations itself is admittedly rife with corruption and in need of reform.  The core principle of UN reform is to set down the General of the United Nations (GUN) and elect a Secretary of the United Nations (SUN) in general elections around the world.  The Ambassadors to what we would like to rename the Parliamentary Assembly would also be elected in their nation.  Furthermore, of critical importance to the administration of ODA is that ECOSOC-k is the epitome of corruption and to eliminate money laundering must be amended to Socio-Economic Administration (SEA).  The focus of the SEA would be to tax and administrate the 1% tax on GDP of wealthy nations for the benefit of the social security of the poorest people in developing nations in accordance with the Official Parliamentary Acts.  Furthermore the Prosecutor and International Criminal Court (ICC) need to be expelled from the Hague whereas they overthrows our International Court of Justice and all of human rights is in the Plague.  

Of this laundry list of needed reforms three stand out as being responsible for the current global financial crisis – ECOSOC, COITUS and the ICC.  The financial crisis reached a head when the sponsor of COITUS, considerable other sexually discriminatory legislation, and survivor of his wife and daughter who were gunned down during his first run for office, was selected to run for Vice-President of the United States.  The Customs Court Act of 1980 wreaked havoc on the federal bond market and developing economies but its obscenity and guilty plea in regards to the AIDS epidemic escaped detection.  Having empowered this plot to the highest levels of power in the first world, the economies of the industrialized world began to fail and could probably be redressed if the US legislature would merely change the name of the Court to Customs Court that would pass judgment upon the legal issues of customs agents rather than the economic issues of corporations engaged in international trade.   

Following upon the epidemic of COITUS, mostly in Africa, the International Criminal Tribunals, with the full backing of NATO, that dominates the Permanent seats of the UN Security Council, set up a slave trade in Rwanda and defended it with the tribunal for the Former Yugoslavia in the Hague in direct violation of the reparation order by the International Court of Justice, and with prosecutors selected to seize the Human Rights Committee and both New York and Swiss seats of the United Nations, with their national knowledge, so as to run a totalitarian coup.  In this un-free environment international economic co-operation did not thrive until unity was achieved under the MDGs.  The honeymoon sustained the foundation of the ICC however did not survive when the neutrality of the International Criminal Court cracked on the hanging of Milan Babic and death by toxic substance of Slobodan Milosevic, to spite a balanced official development asset that exposed them as not paying for the damages they wrought upon the Serbia and Montegnegro, and certainly much more inequity in international development finance, for which no apology was made but the order for the International Tribunals to cease operating.  So we ratify the Rome Statute with reservations regarding the Hebrew pronunciation of prosecutor or ego to be “satan” and seriously doubt the need for such a petty colonial persecutor in the flesh, unless they were to discipline exclusively the UN armed forces and prosecutors in general for misconduct, and definitely do not want such a Court in the H(Pl)ague, or having abused such a trust, the Netherlands, because an English speaking prosecutor or police, for that matter, is clearly a persona non grata in the Hague.  

So we have arrived at the need for a Socio-Economic Administration (SEA) to redress the central corruption of the United Nations that has undermined international economic activities since its foundation in 1948 and is clearly the leader of this subversive legal plot to butcher human rights, the US seems to be the patent holder of with their Title 22 Foreign Relations and Intercourse (a-FRaI-d).  The acronym of the Economic and Social Council (ECOSOC-k) is not acceptable because it fits the description of a wolf in sheep’s clothing.  Unbeknownst to the passing client ECOSOC is actually doing business with the resident kidnapper and killer in much the same way corrupt politicians and businessmen do in order to reduce people to a commodity that can be incapacitated through violence, when they become inconvenient to the interests of the killers and kidnappers.  It is absolutely critical that economics is social rather than sociopathic.  No contract made under duress, threat of force, torture, coercion or totalitarian dictatorship is valid and having such an administration nullifies a lot a beneficial economic activity and is probably the reason for increasing economic inequality between nations.  Being the primary function of Homo sapiens, for the human race to succeed the international government will have to be much more sympathetic to the Economy in their organization.  Whereas the international economic system is on trial at this time with a global economic crisis, to eliminate corruption and improve the regulation of the economy there is no more significant reform that the UN could do to benefit the global economy than change the name of ECOSOC to Socio-economic Administration (SEA). 

Some developing countries achieved sustained growth over the past three to four decades and narrowed the income gap existing between them and developed countries. Their success in governance transformation is illuminating because it demonstrates the importance of addressing the binding constraints on growth being faced and of creating a sense of priority in governance transformation. The success of such transformation does not depend on the comprehensiveness of reforms in governance structure. Rather, a step-by-step, or gradual approach to removing such constraints can be very effective.  Their experiences demonstrate that when a governance reform (such as a trade reform) induces large shifts of income from one group to another, it was important to make the workings of the market consonant with social cohesion. These success stories show the importance of addressing the issue of complementarity not only between economic reforms, but also between economic and social management of the law.  It is therefore an option, with great potential for ensuring international financial security, for the UN General Assembly to legislate a social security tax administration of 1% of the GDP of wealthy nations in exchange for debt forgiveness.  Taxation, with many contributions accepted as deductions, is sure to eliminate a great deal or the political corruption that cripples ODA as well as increase overall volume and liquidity of foreign assistance in excess of the MDGs.  Although some economic reforms such as income taxation, promoting green energy jobs and changing the name of ECOSOC to SEA, UN Charter and US Congressional statute amendment are important, the top of the agenda for ameliorating the global financial crisis is the devaluation of industrialized nation currencies and levying $200 billion in ODA for 2009 and 2010 for a $1trillion decade. 

Constitution of Hospitals & Asylums Non Governmental Economics
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PREAMBLE






To enact parliamentary democracy




 a non-governmental political organization named Hospitals & Asylums (HA) was established 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 organization. 

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. 
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Chapter 1 History
 

Art. 1 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 against corruption 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 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 said reserves and violations of rules and regulation are punished 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 resigned the first day of 2007.  

Art. 6 Freedmen’s Hospital and Asylum


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.  There is a memorial to Freemen’s Hospital on the grounds that is open to the public.
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 the historians of 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.

Article 10 Solicitation for Authors
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HA statute has been studied since 2000, amended since 2003 with a first draft and website in 2004 and second draft in 2007 with Book Proposal in 2008 HA-24-8-07.  By 2010 the Text should published in sections on the Internet.  Congress should publish HA in its entirety no later than 2020.  

1. The right to write is the only right offered by HA and from whence all other rights shall be derived from.  To petition scholars should send a research paper by email.  Hospitals & Asylums should be written on the top of the document.
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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. 

3. People who are unable to write in English shall be assisted to express their true opinions by translation.

Art. 11 Copyright Royalties

1.
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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.  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 or her right to obtain equitable remuneration which, in the absence of agreement, shall be fixed by competent authority.  
2. 
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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. The Berne Convention Implementation Act of 1988 in Appendix I of Title 17 provides that the Convention is not self-executing and may be performed only pursuant to appropriate domestic law.  
3. Authors of literary works shall enjoy the exclusive right of authorizing the public recitation of their works, including such public recitation by any means or process. 

4. It is required to credit authors cited in the formulation of a new work in a bibliography. To create professional works quotations from works, disputes and agreements between authors should be noted in a prescribed fashion.

5. If an author includes their contact information it is polite to inform them of any literature in which their work is cited, to ensure its use does not conflict with the original intentions of the author or what they have subsequently learned, to maintain a semblance of client confidentiality and peer review.

6. Ownership of a copyright, is distinct from ownership of any material object in which the work is embodied. Transfer of ownership of any material object, including the copy, does not of itself convey any rights in the copyrighted work.
7. In works for hire the employer, or other person for whom the work was prepared, shall enjoy the same rights as the author of an original work under 17USC(2)§201.  

8. The United States Government is not precluded from receiving and holding copyrights transferred to it by assignment, bequest, or purchase however copyright protection is not available for any work of the United States Government under 17USC(1)§105.  
Art. 12 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. 13 Fulfillment of Rights 

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. 14 Copyright Arbitration
1. Authors are entitled to copyright royalties to afford a respectable standard of living.  Authors may license and sell the rights to the use of their works however this power is limited by the doctrine of fair use that permits reasonable citations and quotations.  An enforceable right of an author to compensation arises when their work is directly responsible for earning other people a large a sum of money. 

2. 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 ---. 

3. 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. 15 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 as desired so that the bill become effective upon passage.
Art. 16 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. 17 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. 

Art. 18 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. 19 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 and want.  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.  
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Art. 20 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 at Election World.
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Art. 21 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 must be philosophically diametrically opposed to the use of armed or military or police force.  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. 22 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. 23 Political Spectrum

1. The political spectrum running from left to right follows,

Communist – 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 from politics.  European conservatives are to the left of American conservatives. 
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Art. 24 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.

Art. 25 Non Governmental Organization and Non Profit Corporation

1. The Economic and Social Council (ECOSOC) makes suitable arrangements for consultation with non-governmental organizations under Art. 71 of the UN Charter and ECOSOC Resolution 1996/31 for registration with the DESA NGO Section.

2. A quadrennial report shall be prepared for the NGO Section of ECOSOC. 

3. NGOs may appoint representatives to attend UN conferences.

 HYPERLINK "http://www.title24uscode.org/ecosummary.htm" 

 HYPERLINK "http://www.title24uscode.org/ecosummary.htm" 

 HYPERLINK "http://www.title24uscode.org/ecosummary.htm" 

 HYPERLINK "http://www.un.org/esa/coordination/ngo/Resolution_1996_31/index.htm" 






4. A “501c” non profit corporation is exempt from income taxes under 26USC(A)(1)(F)I§501(c).  

5. 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.

6. 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. 26 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. 

10. The prohibition of biological weapons. 
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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
Art. 27 Education

1. The International Covenant on Economic, Social and Cultural Rights 2200A (XXI) of 16 December 1966 recognizes the right of everyone to education. Education shall be directed to the full development of the human personality and the sense of its dignity, and shall strengthen the respect for human rights and fundamental freedoms. Education shall enable all persons to participate effectively in a free society, promote understanding, tolerance and friendship among all nations and all racial, ethnic or religious groups, and further the maintenance of peace. 

2. With a view to achieving the full realization of this right: 

(a) Primary education shall be compulsory and available free to all; 

(b) Secondary education in its different forms, including technical and vocational secondary education, shall be made generally available and accessible to all by every appropriate means, and in particular by the progressive introduction of free education; 

(c) Higher education shall be made equally accessible to all, on the basis of capacity, by every appropriate means, and in particular by the progressive introduction of free education; 

(d) Fundamental education shall be encouraged or intensified as far as possible for those persons who have not received or completed the whole period of their primary education; 

(e) The development of a system of schools at all levels shall be actively pursued, an adequate fellowship system shall be established, and the material conditions of teaching staff shall be continuously improved. 

3. Due respect must be given for the liberty of parents and, when applicable, legal guardians to choose for their children schools, other than those established by the public authorities, which conform to such minimum educational standards as may be laid down or approved by the State and to ensure the religious and moral education of their children in conformity with their own convictions. 

4. No part of this article shall be construed so as to interfere with the liberty of individuals and bodies to establish and direct educational institutions, that shall conform to such minimum curricular standards as may be laid down by the State. 

 

Chapter 4 Rule of Law

Art. 28 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 ones 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 may 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, judges and the jury, through the process of jury nullification, have 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. 29 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. 30 Right of Self Determination

1. 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. 

2. 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. 31 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. 32 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. 33 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. 34 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. 35 Common Law

A. Common law is embodied in the evolving jurisprudence of the Supreme Court.

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.

B. Basic principles of common law are found in Common Article 1 of the International Covenant on Civil and Political Rights and the International Covenant on Economic, Social and Cultural Rights that provides for all peoples the right of self-determination and Common Article 3 of the Geneva Conventions for the humane treatment of people who lay down their arms hors de combat 
Art. 36 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, 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. 37 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. 38 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. 39 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. 40 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. 

4. Non governmental organizations have a responsibility to ensure the social and environmental responsibility of corporations.   

Art. 41 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. 42 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. 43 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. 44 Fair Wages

1. All people have the right to gainful employment in their freely chosen career or as accepted in the labor market. 

2. To maximize employment the Authority to Accept Certain Uncompensated Services under 24USC(10)§422 (d) provides that the status of persons providing voluntary personal services or gratuitous services or receiving training, shall be considered to be an employee of the Federal Government only for purposes of compensation for work-related injuries or claims for damages or loss.  

3. The federal government must extend the scope of the services accepted for employment so that voluntary personal services and gratuitous services do not injure a person to enjoy an income less than the hourly minimum wage at 29USC(8)§206.  

4. The government must respect the humble petitions of people making less than $12,000 a year.  Congress enforces a minimum wage of $1,000 a month at 24USC(3)§154 that defends against unlawful intrusion of the reserve and violations of rules and regulations.         

5. 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.

6. 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.
7. Peter’s Principle is 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 as published by a Canadian-born author, Professor Lawrence J. Peter, in 1969.

Art. 45 Balancing the Budget 

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 deficits elsewhere from their self interested saving.  
4. Pro-poor administration leads to sustainable development, happy people and peaceful society.  Benjamin Franklin and Anthony J. Sanders in Balanced Account Deficit. 
Art. 46 International Trade Balance

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. 47 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 but 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. 48 Military Department 

The Department of Defense (DoD) was founded in Secretary of Defense Transfer Order No. 40 [App. A & C(3)](July 22, 1949) before the Geneva Convention of April 21 to August 12, 1949 finalized the laws of war and the decision could be reviewed in its light.  DoD’s morbid acronym mocks Common Art. 3 of the Geneva Conventions that guarantees noncombatants and those laying down their arms hors de combat shall be treated humanely.  A Military Department (MD) would instill much greater respect for the Geneva Conventions and human life.  
Art. 49 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. Americans must attain the highest level of health with a PHD. 
Art. 50 DEA a Health Agency

The Drug Enforcement Agency (DEA) was established in 1971.  This is interference with the medical profession by the Attorney General is unprofessional.  Pharmacy is a health profession.  The DEA must be transferred to Department of Health and Human Services (DHHS) and the Controlled Substances Act (CSA) to the Secretary under 5USCIIIB(35)I§3503.  Furthermore drug enforcement is a violation of the Nuremburg Code that requires informed consent in biological experiments and the agency name, clever as the acronym is, should be changed to Drug Evaluation Agency (DEA).
Art. 51 Social Work Administration

A Social Work Administration (SWA) shall rename the Substance Abuse Mental Health Services Administration (SAMHSA).  The Alcohol, Drug Abuse, Mental Health Administration (ADAMHA) was officially established on May 4, 1974 in P.L. 93-282. In 1993 P.L. 102-321, the ADAMHA Reorganization Act, abolished ADAMHA, creating the Substance Abuse and Mental Health Services Administration SAMHSA.  

The administration must reflect the majority of the people they administer to - 75% social workers.  Social workers are also the only mental health profession to have a recognizable Professional Code of Ethics, whose preamble states, “The primary mission of the social work profession is to enhance human well-being and help meet the basic human needs of all people, with particular attention the needs and empowerment of people who are vulnerable, oppressed and living in poverty”. 
Art. 52 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 law is not only sexually perverse but fear, the mind killer, conflicts directly with the core principle of democracy, freedom.  The only way to free ourselves from fear and want is to change the name to Title 22 Foreign Relations (FR-ee).

Art. 53 Customs Court 

The Court of International Trade of the United States (COITUS) was founded in the Customs Court Act of 1980 to aggravate the sexual discrimination written in Title 22 and infringe upon international trade leading to record trade imbalances.  It would be more poetic to rename the COITUS, the United States Customs Court (USCC).     

Art. 54 International Development Bureaus for MECA and the SEA

The Customs Court Act of 1980 and subsequent HIV/AIDS epidemic undermined all confidence in USAID.  It is therefore imperative that the agency change its name to US International Development (ID).  Philosophically this reform will help to ensure assistance goes to identified individual beneficiary.

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. 55 Bureau for Economic Statistics 

The Bureau of Economic Analysis (BEA) was created in 1938, as a Bureau of the Department of Commerce, however since the creation of the DEA in 1971 the BEA has had their trademark infringed upon.  Inequality in income, accounting and international trade deficit have steadily deteriorated.  To free the economy Congress should change the name of the BEA to the Bureau for Economic Statistics.

Art. 56 HA World Fact Book and National Health Insurance Trademark

The HA trademark succeeds the Central Intelligence Agency (CIA) in the publication of the World Atlas and the Centers for Medicare, Medicaid and SCHIP as the national insurer of health care quality.  The lesson for both is to rule by statistics not spying.
The Atlas is the finest on the Internet.  HA would take custody of the Atlas on the condition that the independent analysts do not spy.  HA would improve the ledger of international development assistance for the United States Ambassadors and keep track of official development assistance approved by the United Nations.  

Backed by HA statute HA is a much finer name for the national health insurance program than CMS.  CMS infringes upon the Conference on the Metric System of 1875 that the USA rejects and incites domestic violence by rhyming with PMS.  The US health insurance system is the most expensive in the world and yields second-rate results.  To achieve the highest attainable standard of mental and physical health the US must change to a universal national single payer health service that is free for everyone HA-28-4-08.  

Art. 57 General Principles of UN Reform

1.The UN is a military dictatorship not a democracy and world peace, prosperity suffer as a result.  To reflect the democratic principles enshrined in human rights the Charter of the United Nations must be amended.  The points of order are:

a.Set down the Generals of the United Nations (GUN) and elect a Secretary of the United Nations (SUN) and Ambassadors to the Official Parliamentary Assembly (OPA) in general elections around the world on the same day.

b. Change the name of the Economic and Social Council (ECOSOC-k) to Socio-Economic Administration (SEA).

c. Move the International Criminal Court from the Hague and appoint a Justice to preside in Peace Palace. 

d. Remove Drugs from the Office of Crime. 

Chapter 7 Amendment
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.  

Chapter 8 Civil Rights

Art. 59 Human Rights Amendment 

To amend the first section of the Civil Rights Act at Title 42 USC Chapter 21 Subchapter I General Principles §1980 with the text of articles 59-62 of this Chapter. 

Art. 60 Basic Law

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   
Art. 61 Abolition of the Death Penalty

The death penalty was abolished 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 (2005) abolished the death penalty for juveniles.  

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

Art. 62 Human Rights Council and Committees

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
Art. 63 Optional Protocols

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

3. Optional Protocol to the Convention on the Elimination of all Discrimination against Women of 22 December 2000
4. Optional Protocol to the Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of 4 February 2003
 
Art. 64 10 Year Community Based Corrections Equality Plan  
To amend 42 USC Chapter 21 Subchapter I-A Institutionalized Persons §1997k following articles 63-65 of this Chapter.

Art. 65 Prison Population

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.

Art. 66 Downward Adjustment in Sentences

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

Art. 67 Legal Limit

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 or geographic region, multiplying by 100,000 and dividing that by the total population of that county.  

Art. 68 Halfway Houses

A. 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. 

B. Whereas 250 prisoners per 100,000 citizens is the legal limit for incarceration in any jurisdiction.  

1. 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.   

3. Corrections officers shall be retrained in probation to continue their employment by the State in halfway houses.

Chapter 9 US Constitution

Art. 69 Balanced Budget Amendment

Article I, Section 8, Clause 2 of the Constitution grants to the United States Congress the power to borrow money on the credit of the United States.  At the time that the Constitution came into effect, the United States had a significant debt, primarily associated with the Revolutionary War. As early as 1798, Thomas Jefferson wrote,

I wish it were possible to obtain a single amendment to our Constitution. I would be willing to depend on that alone for the reduction of the administration of our government; I mean an additional article taking from the Federal Government the power of borrowing. I now deny their power of making paper money or anything else a legal tender. I know that to pay all proper expenses within the year would, in case of war, be hard on us. But not so hard as ten wars instead of one. For wars could be reduced in that proportion; besides that the State governments would be free to lend their credit in borrowing quotas.

Several balanced budget amendments have been proposed however no one proposed Amendment has been agreed to.  The text of the version presented to the Senate and to the House of Representatives which (after revision) was approved by the Senate (by a vote of 69 to 31) on 4 August 1982 but supported by an inadequate majority of the House of Representatives (with a vote of 236 to 187) on 1 October 1982.  A  second version waas introduced into the House of Representatives with 160 sponsors on 7 January 1997.  On 17 February 2005, a similar measure to that of 7 January 1997 was introduced with 24 sponsors. On 13 July 2005 another was introduced with 123 sponsors.  
Art. 70 Balanced Budget Text

In redaction, the text of a Balanced Budget Amendments would state,

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. 71 Supremacy Clause Repeals

1. For a Balanced Budget Amendment to succeed, it is clear, Article VI Section 1 and Sections 4 and 5 of the Fourteenth Amendment to the United States Constitution must be repealed.  The United States cannot be burdened with war debts from the Revolutionary and Civil Wars. 

2. Art. VI must be repealed in its first clause so that the supremacy clause would be section number one and oath of office, number two.  

3. The Fourteenth Amendment would conclude at section 3, “remove such disability” to liberate the equal protection clause from redundancy and debt. 
Art. 72 Justice of the Peace Amendment 

  

Pursuant to Art. 11 of the Basic Principles on the Independence of the Judiciary of 13 December 1985 the term of office of judges must be adequately secured by law.  There is no higher security than the Constitution, that would read,

Section 1 Two federal Judges of merit to human rights shall be elected to terms of five years on the nomination of the President and confirmation of the Senate to run on the ballot in their respective districts. 

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 licensed social workers of 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 halfway houses 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 Customs Court 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.

Chapter 10 UN Charter

Art. 73 General Principle of UN Charter Amendment
1. The general principle of UN Charter reform is to set down the Generals of the United Nations (GUN) in order to democratically elect a Secretary of the United States and Parliament.  Besides the following two amended Chapters all reference to the Secretary General would need to be shortened to Secretary and General Assembly to Parliament.

2. Chapter XII International Trusteeship System Arts. 75-85 is amended in vacation of paragraph 177 of the Draft Outcome Document of the World Summit of 13 September 2005 to establish an international system of 1% social security taxation that appears on the pay-stubs of workers and beneficiaries worldwide.    

3. 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.  

Art. 74 International Tax Administration Amendment

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. 
Art. 75 Basic Objectives

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. 
Art. 76 Categorization of Territories

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. 
Art. 77 Income tax

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 on wages that appears as a social security tax on the pay-stub of workers and social security administration in the books of the treasuries of least developed countries. 

Art. 78 Administrative agreement

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. 
Art. 79 Speedy Negotiation

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). 
Art. 80 Tax Authority
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. 
Art. 81 National Poverty Line
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. 
Art. 82 Parliamentary Function 

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.
Art. 83 Maintenance of Social Security 

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.
Art. 84 Committee on Contributions

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. 85 Human Rights Council Amendment

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.

Art. 86 Responsibility

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

Art. 87 Function

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.
Art. 88 Voting

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.















Art. 89 Procedure

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. 

Art. 90 Report

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. 

Chapter 11 Secretary

Art. 91 Internet Office

1. To better serve democracy there is a Hospitals & Asylums website where news, periodicals, public health documents, litigation and legislation are published at www.title24uscode.org  
2. The Secretary shall secure immunity for authors, witnesses and diplomats writing Hospitals & Asylums, to exact fair wages.

Art. 92 Agenda

To uphold the democratic principles of non-use of force, equal rights and the right of all peoples to self-determination the 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.
Art. 93 Authors

Authors wishing to uphold Hospitals & Asylums are directed to write those words on the top of their document.  Articles will be read, noted, cited, edited and published if sent to title24uscode@aol.com   

Art. 94 Research Calendar

HA is primarily responsible for the balancing of the federal and international budget. The annual lobbying disclosure to Congress is done on the first of the year. The Official Development Atlas of the States of the United Nations (SUN) is adjusted annually in February.  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 for Social Work month in March 

Chapter 5 International Development in September 

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

Chapter 7 National Cemeteries as needed

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

Art. 95 Hospitals & Asylums Day

The 11th of August is such a good day for a Party that it 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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Art. 96 Medical Ethics 

The quality of HA is primarily a matter of medical ethics.  When health is good the work is plentiful, precise and inspiring.  When times are rough productivity goes down, work languishes, and errors are made.  At no time shall these errors include prescriptions of law authorizing bio-terrorism, non-consensual investigations or any form of violence.  HA must always defend public health against corruption.  Medical ethics are paramount.

Art. 97 Membership

Membership to Hospitals & Asylums is by contribution.  The most basic level of membership is the quarterly email list that is served on the equinox and solstice.  People who voluntarily subscribe to the email newsletter are served monthly.  Contributors, email subscriptions and authors are registered and given return service.  

Art. 98 Counsel

People and organizations with whom HA has a vested interest, namely members - paying clients and authors of lawsuits, are entitled to dispute resolution.  Record is made of conflicts of interest to mitigate loss and counsel parties to realign so that we may seal the record and go our separate ways.

Art. 99 Donations

Thanks for your support.  The HA website, newsletter, research and statute is available to change the world, at no charge, because of people like you.  The adequate living provisions of the law do not provide enough for a family, let alone the international travel, publishing contracts and conferences Hospitals & Asylums deserves.  It is only with your help that I can reform the federal government so we could all live in peace and prosper with a better understanding of Hospitals & Asylums statute. PayPal collects donations.  Don’t forget to include your email address. Donate.

Art. 100 Citation

This work may be cited:

Sanders, Tony J. Constitution of Hospitals & Asylums Non Governmental Economics (CHANGE). 11th Draft. President’s Day. 16 February 2009 H-16-2-09 www.title24uscode.org/IVCHANGE.htm 
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Fig. 7-1: 79.1 Million US Students Aged 3 and Older by Grade, 2006; In Millions
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Fig. 7-5: "Take a Bite Out of Poison" $49.4 billion Higher Education R&D Expenditure by Field, FY 2007, in Millions of Dollars
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