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"The Price of American Leadership" 

Some Congressional actions bear upon our nation,s most immediate needs. 
Others touch off broader debates about how we view the world and our 
country,s role within it. In the weeks ahead, Congress faces a choice on 



an issue that does both. It can send the message that there still is a 
strong bipartisan foundation for an active U.S. role in the world -- as it 
did last night with the overwhelming vote to admit Poland, Hungary and the 
Czech Republic to NATO. 

It can reaffirm our vision of an America committed to its obligations, 
confident in its power, courageously leading the world. Or that vision 
can begin to blur) a victim of complacency and of fear. 

In the emergency supplemental that passed yesterday, Congress left out two 
critical parts of the President,s original request -- satisfaction of our 
long overdue debt to the United Nations; and payment of our share of 
support to the International Monetary Fund. Each constitutes a necessary 
investment in our national security -- and each will pay off, many times 
over. 

But these two items are only the more visible tip of a profound debate 
that must concern all Americans -- whether we will remain engaged abroad 
and maintain our leadership in the world, or turn our back and retreat 
within our national borders. 

The outcome is by no means certain. Americans, willing to assume global 
responsibility when their safety is at stake, are equally prone to turn 
inward once that safety appears to have been assured. 

World War I, World War 11, the Cold War ) in each instance, an 
existential threat to our vital interests and our fundamental values 
constituted a clarion call to action. And in each instance, we responded 
bri lliantly. 

In the wake of the Cold War, we are not presented with a single, 
overriding threat. Instead, we face a range of threats) dangerous, but 
di ffuse. Some believe the time therefore has come once again to &tend to 
our own business.8 The argument presents itself in different shades, but 
at its core is the perception of the world essentially as a burden ) as 
something to be dealt with only if necessary, ignored whenever possible. 

This view is premised on the belief that the foundations of our wealth and 
security are exclusively home-grown, that there is little to gain from 
foreign engagement and much to surrender) in resources expended, 
sovereignty diluted, jobs or even lives lost. 

That view, in my judgment, suffers from two bas ic fallacies) first, that 
we can isolate ourselves from the world, and second that we should. 
Global ization ) the process of accelerating economic, technological, 
cultural and political integration ) is not a choice. It is a growing 
fact. 

It is bringing citizens from all continents closer together ) allowing 
them to share ideas, goods and information at the tap of a keyboard. 

It is a fact that will proceed inexorably, with or without our approval. 
It is a fact that we ignore at our peril. Our workers and businesses will 
suffer if foreign markets either collapse or lock us out; terrorists and 



drug traffickers ignore national boundaries even if we don,t; and the 
highest domestic environmental standards won,t protect us if we can,t 
get others on board, for their carelessness threatens us as much as our 
own. 

In short, our citizens have a direct stake in the prosperity and stability 
of other nations -- in their open markets, in their ability to combat 
international crime, in their clean waters and clean air. 

Let,s be clear: the alternative to engagement is not withdrawal from the 
world; that is an impossibility. The alternative is a passive submission 
to powerful forces of change) all the more ironic at a time when our 
capacity to shape them is as great as it has ever been. 

In short, we cannot isolate ourselves from the world. But just as 
important, we should not want to. Of course, military strength remains a 
pre-requisite of American power. Without American power, American 
security is vulnerable, American interests are at risk, and American 
diplomacy is undercut. Yet more than ever before, our strength also grows 
out of our involvement in the world. Our engagement not only can fend off 
an existential threat) it reduces the likelihood of such a threat 
emerging in the first place. That,s what the international community is 
doing in Iraq, seeking to disarm Saddam Hussein before he threatens the 
region again. 

And our engagement not only protects our safety) it enhances our 
prosperity. That,s what our aggressive trade policy has achieved -­
opening markets to American products and services throughout the world. 
The bottom line is this: our nation,s economic performance is unrivaled, 
our military might is unmatched, our political influence is unsurpassed, 
very much because of) not in spite of) our engagement in the world. 

We have moved from a zero-sum game in which the Soviet Union,s gain was 
our loss to a logic of interdependence in which our interests often are 
served by the strength of former adversaries 
-- not by their weakness; in which our prosperity is advanced by the 
vitality of our economic partners -- not by their frailty. 

The strategy put in motion by President Clinton flows from this 
fundamental understanding. 

We seek to create and strengthen a broad system of international 
arrangements built around our core values and interests -- democracy, open 
markets, free enterprise, peace and stability. 

Our military alliances, global arms control regimes, market opening trade 
agreements, support for economic and political reform in emerging nations, 
partnership with a democratic Russia, strategic dialogue with China, 
involvement in regional disputes like the Middle East or Irish peace 
processes, efforts to reach out to and expand trade with Latin America and 
Africa -- all grow out of this logic. These arrangements may take the 
form of international institutions, multilateral treaties, or even 
bilateral agreements, but in each instance the objectives are the same: 



First, to promote American interests and values by entangling nations in a 
web of mutually reinforcing arrangements that maximize both the benefits 
of compliance and the costs of transgression. Membership in an expanded 
NATO requires adherence to basic democratic principles: the ru le of law 
and civilian control of the mi litary. 

Joining the WTO requires tearing down trade barriers, reducing tariffs, 
eliminating quotas. Benefiting from IMF loans entails dismantling 
protected and subsidized sectors that have created domestic sanctuaries 
impenetrable by foreign competitors. 

Continued participation in the Organization of American States involves 
adherence to democratic principles of government. 

Our second objective is to leverage our power and influence, wherever 
possible, through the multiplier of collective action. Our contributions 
to international institutions add up to only a fraction of their total 
resources) for example, every dollar we provide to the IMF is matched by 
$5 provided by others. 

Yet our contributions enable us to lead these critical institutions and 
put us in a position to accomplish goals that make a difference for all 
Americans. 

Un ited Nations forces keep the peace in areas vital to our interests, from 
the Balkans to the Persian Gulf, from Haiti to the Middle East. The 
International Atomic Energy Agency protects our citizens from the dangers 
of nuclear proliferation. The World Health Organization defends us from 
the spread of infectious disease. This is a small sample of the goals 
that we either could not pursue alone or would have to pursue alone - but 
more expensively and far less effectively. 

Our third objective is to preserve America,s role as a balance wheel for 
stability. 

No other nation has the muscle, the diplomatic skill, or the trust to 
mediate disputes, nudge opposing sides to the negotiating table or, when 
appropriate, help enforce the terms of an agreement. Israelis and 
Palestinians finalize their agreement on the White House lawn. Bosnians 
huddle at Dayton. Haiti,s dictators yield to our military threat. The 
parties in Northern Ireland look to America for help in their courageous 
quest. 

Not all roads lead to Washington, nor should they. 

But when important American interests and values are at stake, we need the 
ability and stature to be a decisive impetus for peace and security) 
whether through diplomacy, economic incentives or force. 

Our nation faces a profoundly important choice. We can continue on the 
course charted by the President, working with others to seize the 
opportunities of the global era while seeking to avoid its perils, 
maintaining our strength to act on our own when we must, or we can seek 
refuge in an illusory withdrawal. 



We can seek to steer change to our advantage -- or be engulfed by it. 

This choice presents itself starkly in the decisions on whether to grant 
the President fast track authority to negotiate trade agreements or to 
fully fund our international affairs budget. 

And it presents itself starkly in the two specific requests now before the 
Congress ) to pay our share of support to the IMF and to pay our overdue 
UN bills. 

Nowhere is globalization more apparent, nor its effects more direct, than 
in the economy. Trade is twice as important in our domestic economy now 
as it was when l entered the work force. It has fueled one-third of the 
sustained growth we have enjoyed these past five years. Today, exports 
support 12 million American jobs that pay on average 15 percent more than 
others. An economic downturn among our trading partners can have serious 
consequences for our workers, our farmers, our businesses, our stockhold 
ers. Conversely, by shoring up our partners, encouraging structural 
reform, tearing down trade barriers , we boost our own economic fortunes. 

The IMF plays a central role in steering the global economy in the right 
direction. The Fund works with countries at risk to shape effective 
reform programs that strengthen financial systems, increase market access, 
improve transparency, and reduce corruption and overly incestuous 
relations between banks, governments and industry. ln times of crisis, as 
we experienced in Mexico or Russia and now are experiencing in Asia, the 
IMF provides critical assistance that can restore financial stabil ity. 
And it takes the heat for the tough decisions that governments need to 
make ) and sometimes want to blame on others. 

All of this is in America,s fundamental interest) and can be preserved 
if we agree to pool our contribution with that of other IMF members. 

Think for a moment about the cost of not having a strong and effective 
lMF. The countries in Asia are our customers) if they can,t buy, we 
can,t sell. They are our competitors) if their currencies depreciate, 
they undercut the competitiveness of our own goods. And they are our 
security partners) their instability could bring crisis to a region 
where we have both critical national security interests and 100,000 U.S. 
troops to protect them. 

More generally, by undermining the IMF we weaken the only multilateral 
institution capable of inducing the reforms that will make recovery 
self-sustaining. 

In sum, even if the IMF were to cost us something, it would be well worth 
the deal. But in fact, because the IMF acts as a sort of international 
credit union, our contribution to the Fund has not cost the American 
taxpayer a single cent. 

What we have been able to achieve economically through the IMF, we have 
been able to achieve on so many other fronts through the United Nations. 



The benefits to the American people are tangible, measured in efforts to 
prevent the diversion of nuclear materials, increase the safety of nuclear 
plants, and promote the safe disposal of nuclear waste, humanitarian 
programs that reflect our deepest values, like caring for refugees, 
vaccinating children, sheltering the needy, international standards that 
make the skies safer for travelers and food safer for consumers. All this 
) and more -- comes at an annual price tag of roughly $4 per American ) 
about the price of a happy meal at McDonald,s, and a fraction of what it 
would have cost us to achieve these goals on our own. 

Some say that the UN is badly in need ofreform and that we should not pay 
our dues until that occurs. It is. Working with Congress, we have helped 
the UN achieve more reform over the past half decade than in the 45 years 
that preceded it. 

Last year, we developed a three-year plan with broad bipartisan support to 
encourage continued reform while finally paying our debts. Unfortunately, 
last fa ll and then again this week, a small group of representatives chose 
to link passage of this plan to unrelated legislation on international 
fam ily planning. 

As a result, we risk the single best chance to put our UN debts behind us 
-- and to put the UN on the right path for the 2 1st century. 

Again, do not think only in terms of the cost of paying our debt to the UN 
-- think in terms of the cost of not paying it. It will harm collective 
efforts to deal with emerging threats that cut across borders) from 
terrorists to organized criminals, drug traffickers, and environmental 
damage. 

It will be a body blow to our international credibility, hobbl ing our 
diplomats in ways large and small, undermining our central message that 
nations need to live up to their commitments. And, by next January, it 
may even lead to the loss of our voting rights in the UN General Assembly 
) an institution born on our soil out of the vision of Americans like 
Roosevelt, Truman and Acheson. 

Beyond these fundamental interests, there also is a basic moral 
principle: America pays it debts. We should pay the UN what we owe. 

By acting now to support the IMF and pay our dues to the United Nations, 
Congress can reassert its determination to preserve America,s leadership 
in the world. It can send the message that our nation is confident; it 
will master the forces of globalization ) not be mastered by them. And 
we can continue to build on the past five years, list of accomplishments 
) in Haiti, Bosnia, Russia, China and elsewhere. 

Wi ll the United States survive and thrive if Congress chooses the 
alternative course? Of course. Our people are far too resilient and far 
too resolute for it to be otherwise. 

But we risk awaking to a different America in a different world. And 
neither America nor the world will be able to figure out how we frittered 
away so rich an inheritance, how we renounced so commanding a position, 



how we squandered such bountiful opportunities. 

So let,s not weaken our own hand. Let,s make the wise investment in 
American leadership that wi ll help keep our nation at the pinnacle of our 
power as we enter the 21st century. 
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"The Price of American Leadership" 

Some Congressional actions bear upon our nation,s most immediate needs. 
Others touch off broader debates about how we view the world and our 
country,s role within it. In the weeks ahead, Congress faces a choice on 
an issue that does both. It can send the message that there still is a 
strong bipartisan foundation for an active U.S. role in the world -- as it 
did last night with the overwhelming vote to admit Poland, Hungary and the 
Czech Republic to NATO. 

It can reaffirm our vision of an America committed to its obi igations, 
confident in its power, courageously leading the world. Or that vision 
can begin to blur) a victim of complacency and of fear. 

In the emergency supplemental that passed yesterday, Congress left out two 
critical parts of the Pres ident,s original request-- satisfaction of our 
long overdue debt to the United Nations; and payment of our share of 
support to the International Monetary Fund. Each constitutes a necessary 
investment in our national security -- and each will pay off, many times 
over. 

But these two items are only the more visible tip of a profound debate 
that must concern al l Americans -- whether we will remain engaged abroad 
and maintain our leadership in the world, or turn our back and retreat 
within our national borders. 

The outcome is by no means certain. Americans, willing to assume global 
responsibility when their safety is at stake, are equally prone to tum 
inward once that safety appears to have been assured. 

World War I, World War 11, the Cold War ) in each instance, an 
existential threat to our vital interests and our fundamental values 
constituted a clarion call to action. And in each instance, we responded 
brilliantly. 

In the wake of the Cold War, we are not presented with a single, 
overriding threat. Instead, we face a range of threats ) dangerous, but 
diffuse. Some believe the time therefore has come once again to &tend to 
our own business.8 The argument presents itself in different shades, but 
at its core is the perception of the world essentially as a burden ) as 



something to be dealt with only if necessary, ignored whenever possible. 

This view is premised on the belief that the foundations of our wealth and 
security are exclusively home-grown, that there is little to gain from 
foreign engagement and much to surrender) in resources expended, 
sovereignty diluted, jobs or even lives lost. 

That view, in my judgment, suffers from two basic fallacies) first, that 
we can isolate ourselves from the world, and second that we should. 
Globalization) the process of accelerating economic, technological, 
cultural and political integration ) is not a choice. It is a growing 
fact. 

It is bringing citizens from all continents closer together) allowing 
them to share ideas, goods and information at the tap of a keyboard. 

It is a fact that will proceed inexorably, with or without our approval. 
It is a fact that we ignore at our peril. Our workers and businesses will 
suffer if foreign markets either collapse or lock us out; terrorists and 
drug traffickers ignore national boundaries even if we don,t; and the 
highest domestic environmental standards won,t protect us ifwe can,t 
get others on board, for their carelessness threatens us as much as our 
own. 

In short, our citizens have a direct stake in the prosperity and stability 
of other nations -- in their open markets, in their ability to combat 
international crime, in their clean waters and clean air. 

Let,s be clear: the alternative to engagement is not withdrawal from the 
world; that is an impossibility. The alternative is a passive submission 
to powerful forces of change) all the more ironic at a time when our 
capacity to shape them is as great as it has ever been. 

In short, we cannot isolate ourselves from the world. But just as 
important, we should not want to. Of course, military strength remains a 
pre-requisite of American power. Without American power, American 
security is vulnerable, American interests are at risk, and American 
diplomacy is undercut. Yet more than ever before, our strength also grows 
out of our involvement in the world. Our engagement not only can fend off 
an existential threat) it reduces the likelihood of such a threat 
emerging in the first place. That,s what the international community is 
doing in Iraq, seeking to disarm Saddam Hussein before he threatens the 
region again. 

And our engagement not only protects our safety) it enhances our 
prosperity. That,s what our aggressive trade policy has achieved -­
opening markets to American products and services throughout the world. 
The bottom line is this: our nation,s economic performance is unrivaled, 
our military might is unmatched, our political influence is unsurpassed, 
very much because of) not in spite of) our engagement in tlhe world. 

We have moved from a zero-sum game in which the Soviet Union,s gain was 
our loss to a logic of interdependence in which our interests often are 
served by the strength of former adversaries 



-- not by their weakness; in which our prosperity is advanced by the 
vitality of our economic partners -- not by their frailty. 

The strategy put in motion by President Clinton flows from this 
fundamental understanding. 

We seek to create and strengthen a broad system of international 
arrangements built around our core values and interests -- democracy, open 
markets, free enterprise, peace and stability. 

Our military alliances, global arms control regimes, market opening trade 
agreements, support for economic and political reform in emerging nations, 
partnership with a democratic Russia, strategic dialogue with China, 
involvement in regional disputes like the Middle East or Irish peace 
processes, efforts to reach out to and expand trade with Latin America and 
Africa -- all grow out of this logic. These arrangements may take the 
form of international institutions, multilateral treaties, or even 
bilateral agreements, but in each instance the objectives are the same: 

First, to promote American interests and values by entangling nations in a 
web of mutually reinforcing arrangements that maximize both the benefits 
of compliance and the costs of transgression. Membership in an expanded 
NATO requires adherence to basic democratic principles: the rule of law 
and civi lian control of the military. 

Joining the WTO requires tearing down trade barriers, reducing tariffs, 
eliminating quotas. Benefiting from IMF loans entails dismantling 
protected and subsidized sectors that have created domestic sanctuaries 
impenetrable by foreign competitors. 

Continued participation in the Organization of American States involves 
adherence to democratic principles of government. 

Our second objective is to leverage our power and influence, wherever 
possible, through the multiplier of col lective action. Our contributions 
to international institutions add up to only a fraction of their total 
resources ) for example, every dollar we provide to the [MF is matched by 
$5 provided by others. 

Yet our contributions enable us to lead these critical institutions and 
put us in a position to accomplish goals that make a difference for all 
Americans. 

United Nations forces keep the peace in areas vital to our interests, from 
the Balkans to the Persian Gulf, from Haiti to the Middle East. The 
International Atomic Energy Agency protects our citizens from the dangers 
of nuclear proliferation. The World Health Organization defends us from 
the spread of infectious disease. This is a small sample of the goals 
that we either could not pursue alone or would have to pursue alone - but 
more expensively and far less effectively. 

Our third objective is to preserve America,s role as a balance wheel for 
stability. 



No other nation has the muscle, the diplomatic skill, or the trust to 
mediate disputes, nudge opposing sides to the negotiating table or, when 
appropriate, help enforce the terms of an agreement. Israelis and 
Palestinians finalize their agreement on the White House lawn. Bosnians 
huddle at Dayton. Haiti,s dictators yield to our military threat. The 
parties in Northern Ireland look to America for help in their courageous 
quest. 

Not all roads lead to Washington, nor should they. 

But when important American interests and values are at stake, we need the 
ability and stature to be a decisive impetus for peace and security) 
whether through diplomacy, economic incentives or force. 

Our nation faces a profoundly important choice. We can continue on the 
course charted by the President, working with others to seize the 
opportunities of the global era while seeking to avoid its perils, 
maintaini ng our strength to act on our own when we must, or we can seek 
refuge in an illusory withdrawal. 

We can seek to steer change to our advantage -- or be engulfed by it. 

This choice presents itself starkly in the decisions on whether to grant 
the President fast track authority to negotiate trade agreements or to 
fu lly fund our international affairs budget. 

And it presents itself starkly in the two specific requests now before the 
Congress ) to pay our share of support to the IMF and to pay our overdue 
UN bills. 

Nowhere is globalization more apparent, nor its effects more direct, than 
in the economy. Trade is twice as important in our domestic economy now 
as it was when I entered the work force. It has fueled one-third of the 
sustained growth we have enjoyed these past five years. Today, exports 
support 12 million American jobs that pay on average 15 percent more than 
others. An economic downturn among our trading partners can have serious 
consequences for our workers, our farmers, our businesses, our stockhold 
ers. Conversely, by shoring up our partners, encouraging structural 
reform, tearing down trade barriers , we boost our own economic fortunes. 

The IMF plays a central role in steering the global economy in the right 
direction. The Fund works with countries at risk to shape effective 
reform programs that strengthen financial systems, increase market access, 
improve transparency, and reduce corruption and overly incestuous 
relations between banks, governments and industry. In times of crisis, as 
we experienced in Mexico or Russia and now are experiencing in Asia, the 
IMF provides critical assistance that can restore financial stabi lity. 
And it takes the heat for the tough decisions that governments need to 
make ) and sometimes want to blame on others. 

All of this is in America,s fundamental interest) and can be preserved 
if we agree to pool our contribution with that of other IMF members. 

Think for a moment about the cost of not having a strong and effective 



IMF. The countries in Asia are our customers) if they can,t buy, we 
can,t sell. They are our competitors ) if their currencies depreciate, 
they undercut the competitiveness of our own goods. And they are our 
security partners) their instabi lity could bring crisis to a region 
where we have both critical national security interests and I 00,000 U.S. 
troops to protect them. 

More generally, by undermining the IMF we weaken the only multilateral 
institution capable of inducing the reforms that will make recovery 
self-sustaining. 

In sum, even if the IMF were to cost us something, it would be well worth 
the deal. But in fact, because the IMF acts as a sort of international 
credit union, our contribution to the Fund has not cost the American 
taxpayer a single cent. 

What we have been able to achieve economically through the IMF, we have 
been able to achieve on so many other fronts through the United Nations. 

The benefits to the American people are tangible, measured in efforts to 
prevent the diversion of nuclear materials, increase the safety of nuclear 
plants, and promote the safe disposal of nuclear waste, humanitarian 
programs that reflect our deepest values, like caring for refugees, 
vaccinating children, sheltering the needy, international standards that 
make the skies safer for travelers and food safer for consumers. All this 
) and more -- comes at an annual price tag of roughly $4 per American ) 
about the price of a happy meal at McDonald,s, and a fraction of what it 
would have cost us to achieve these goals on our own. 

Some say that the UN is badly in need of reform and that we should not pay 
our dues until that occurs. It is. Working with Congress, we have helped 
the UN achieve more reform over the past half decade than in the 45 years 
that preceded it. 

Last year, we developed a three-year plan with broad bipartisan support to 
encourage continued reform while finally paying our debts. Unfortunately, 
last fall and then again this week, a small group of representatives chose 
to link passage of this plan to unrelated legislation on international 
fami ly planning. 

As a resu lt, we risk the single best chance to put our UN debts behind us 
-- and to put the UN on the right path for the 21st century. 

Again, do not think only in terms of the cost of paying our debt to the UN 
-- think in terms of the cost of not paying it. It will harm cotlective 
efforts to deal with emerging threats that cut across borders ) from 
terrorists to organized criminals, drug traffickers, and environmental 
damage. 

It will be a body blow to our international credibility, hobbling our 
diplomats in ways large and small, undermining our central message that 
nations need to live up to their commitments. And, by next January, it 
may even lead to the loss of our voting rights in the UN General Assembly 

) an institution born on our soil out of the vision of Americans like 



Roosevelt, Truman and Acheson. 

Beyond these fundamental interests, there also is a basic moral 
principle: America pays it debts. We should pay the UN what we owe. 

By acting now to support the IMF and pay our dues to the United Nations, 
Congress can reassert its determination to preserve America ,s leadership 
in the world. It can send the message that our nation is confident; it 
will master the forces of globalization ) not be mastered by them. And 
we can continue to build on the past five years , list of accomplishments 

) in Haiti, Bosnia, Russia, China and elsewhere. 

Will the United States survive and thrive if Congress chooses the 
alternative course? Of course. Our people are far too resilient and far 
too resolute for it to be otherwise. 

But we risk awaking to a different America in a different world. And 
neither America nor the world will be able to figure out how we frittered 
away so rich an inheritance, how we renounced so commanding a position, 
how we squandered such bountiful opportunities. 

So let ,s not weaken our own hand. Let ,s make the wise investment in 
American leadership that wi ll help keep our nation at the pinnacle of our 
power as we enter the 21st century. 

### 
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HOT ISSUES 

Asian Markets 
IMF Funding 

KEY NEWS 

Indonesia: On March 6, the International Monetary Fund announced that the 
release of the second $3 billion tranche of funding for Indonesia under 
its stand-by agreement would be postponed until at least April. 
Subsequently, President Suharto, his family members, and senior economic 
officials have increased their rhetoric against the Fund program. The 
markets have become increasingly concerned by these factors, as the 
currency depreciated by 15% in the past week, the main index of the 
Jakarta stock market is 5.4% lower, and the yield spread on lndonesiaps 
sovereign $400 million yankee bond has widened 100 basis points to 750 
basis points over the comparable Treasury bond. A team of high level 
Indonesian officials, led by senior economic advisor Dr. Widjojo, is expect 
ed in Washington during the week of March 16 for meetings with 
Administration and IMF officials. 

Malaysia: The central bank of Malaysia recently announced that two large 
commercial banks are experiencing financial difficulty: the government 
plans to provide a modest capital injection to one and Deputy Prime 
Minister Anwar announced that the second bank, and any subsequent weak 



banks, will be closed if no buyers can be found. The announcement 
adversely affected both the stock market and the Malaysian currency, both 
of which had regained about half of the losses sustained in the second 
half of last year. Malaysian authorities are clearly increasingly 
concerned that developments in Indonesia could be a catalyst to induce a 
crisis in Malaysia, and Deputy Prime Minister Anwar has publicly appealed 
to the IMF and the G-7 to disburse the next tranche of IMF support to 
Indonesia. 

Inter-American Development Bank (IDB): On March 16-18, Deputy Secretary 
Summers will travel to Cartagena, Colombia for the Annual Meeting of the 
IDB. Deputy Secretary Summers will head the U.S. delegation and deliver a 
speech on March 16. The major topic of discussion at the meeting will like 
ly be the impact of the Asia financial crisis on Latin America and what 
role the multilateral development banks, particularly the IDB, can and/or 
should play in future crises. 

Russia: On March I 0, Secretary Rubin and Under Secretary Lipton 
participated in a Gore-Chernomyrdin Commission (GCC) off-line discussion 
with the Vice President and Russian Prime Minister. They drew lessons 
from the East Asian crisis for Russia and urged the Prime Minister to use 
this period of relative strength in Russian markets to accelerate fiscal 
and other reform to boost investor confidence in Russian growth 
prospects. In addition, Under Secretary Lipton presented the 
recommendations of the U.S.-Russia Capital Markets Forum to the GCC 
Plenary session, together with the SEC and the head of the Russian 
securities commission. These recommendations, derived mainly from private 
sector input, spel I out the steps that Russia needs to take to strengthen 
its capital markets in such areas as accounting, taxation, and corporate 
governance. 

Brazil: On March I 0, Secretary Rubin and Deputy Secretary Summers met 
with Brazilian Finance Minister Pedro Malan. Malan remarked that markets 
were increasingly differentiating Brazil from Asian countries. We agreed 
and complimented Malan on Brazil's strong response to the Asian financial 
crisis. We also cautioned that global turbulence could resume, and 
stressed the importance of vigi lance and transparency. We also requested 
Malan's support in securing agreement among IDB members on creation of a 
$500 million fund, financed by IDB concessional resources, to finance 
Summit of the Americas educational/environmental initiatives. Malan 
reported positive economic news -- inflation is falling, foreign exchange 
reserves are approaching $60 billion (near pre-crisis levels), the current 
account deficit is gradually narrowing, and flows of foreign investment 
remain strong. He did not dwell on Brazil's large fiscal deficit, which 
remains Brazilps major medium-term economic challenge despite some recent 
progress. 

Year 2000: On March 4, 0MB released a draft report which indicates that 
the Treasuryps Year 2000 program appears to be on schedule. As part of its 
process for monitoring agency progress, 0MB has categorized agencies into 
one of three tiers: I -insufficient progress; 2-progress is evident, but 
there are concerns; 3 -satisfactory progress. 0MB has judged Treasury to 
be a Tier 2 agency. A representative from Treasury will testify on March 
18 before the House Subcommittee on Government Management, Information and 



Technology on the Treasury Year 2000 program. The subcommittee has raised 
concerns with Treasuryps and other agenciesp progress on Y2K, and Treasury 
is focused on the Y2K effort. 

On March 6, the Senate passed legislation to give federal thrift and 
credit union regulators more power to protect institutions they regulate 
from the Year 2000 computer problem. The measure allows the Office of 
Thrift Supervision and the National Credit Union Administration to examine 
companies and vendors that provide services for savings associations and 
credit unions, such as computer software and hardware providers. The House 
passed a bill with identical provisions on February 24. 

Community Reinvestment Act (CRA): On March 19, Secretary Rubin is 
scheduled to speak to the National Community Reinvestment Coalition (NCRC) 
on progress made under CRA and the accomplishments of the CDFI Fund as 
well as the importance of reauthorization. Secretary Rubin will also 
announce NCRCps new report on bank performance under CRA. 

Customs: On March 9, funeral services for U.S. Customs Agent Friedli were 
held in Rochester, Minnesota. Mr. Friedli and his partner, Customs Agent 
Sperling, were involved in a vehicle accident with an 18-wheel tractor 
trailer near the U.S. Mexico border on March 3 while investigating 
possible smuggling activity. Both agents were injure in the accident, and 
Agent Friedli died as a result of those injuries on March 4. 

Joint Report to Congress: Treasury, the SEC, and the Federal Reserve Board 
are required to submit a joint report to Congress on the regulatory system 
for government securities by March 31, 1998. The report evaluates the 
effectiveness of government securities rules written since October I, 
1991 , the impact of such rules on the government securities market, and 
the effectiveness of surveillance and enforcement. The report concludes 
that the rules have been effective in strengthening investor protection 
without adversely affecting the efficiency or liquidity of the market. As 
a resu lt, the report states that no additional statutory rulemaking 
authority is required at this time. 

WORK ON PRESIDENTIAL INITIATIVES 

Climate Change: Treasury is working with CEA to respond to fo llow-up 
questions from Congress following CEA Chair Yellenps testimony on March 
4. Treasury is also working with other agencies to prepare more computer 
modeling analysis of the costs of the Kyoto agreement; to consider buying 
emission rights from Russia; and to define the actions and commitments 
that would constitute pmeaningful participationp by less developed 
countries in addressing climate change. Deputy Assistant Secretary Scholz 
briefed the National Institute of Building Sciences (NlBS) on the climate 
change tax initiatives, and Treasury staff have continued to meet with 
representatives from Energy and EPA on details of the provisions and 
implementation of the Kyoto agreement. 

Capital Budgeting Commission: On March 6, Secretary Rubin addressed the 
Commission, welcoming the Commissionps forthcoming recommendations while 
expressing his personal preference to retain the current budgetary 



system. Federal Reserve Board Governor Gramlich, and representatives from 
GAO, Commerce, and the Airport Council International, also testified 
before the Commission. On March 7, the Commission was briefed on the 
current Congressional budget process by senior staffers of the Senate and 
House Budget Committees, the Senate Appropriations Committee, and GAO. 
The Commission wi ll issue its report with recommendations in December. 

Community Development Financial Institutions (CDFI) Fund: Treasury 
continues working to bui ld support for the CDFr Fund in preparation for 
upcoming reauthorization hearings. On March I 6, Director Lazar will 
address the CEOs of minority financial institutions on developments on the 
CDFI Fund and how minority financial institutions can increase their 
participation in Fund programs. On March 20, Director Lazar will meet with 
Sandy Braunstein of the Fed, and on March 19, Director Lazar and Fund 
staff will meet with the SBAps Office of Capital Access to discuss possibl 
e strategies for better collaboration among all federal agencies and 
departments who have rnicroenterprise programs. 

CONGRESSIONAL ACTIVlTY 

IMF/Asia: Treasury continues its outreach efforts to inform Members of 
Congress, their staff, and business and labor representatives of the IMFps 
efforts in Southeast Asia. On March 4, Deputy Secretary Summers spoke 
individually with Reps. Vento, Schumer, Kennedy, Castle, and Bentsen on 
the Administrationps funding request for the IMF. On March 11 , Secretary 
Rubin and Chairman Greenspan participated in a closed briefing on Asia and 
the IMF for the House Ways and Means Committee. On March 17, Deputy 
Secretary Summers wi ll meet with Sen. Murkowski to discuss Southeast Asia 
and the IMF. Treasury continues to coordinate an effort where senior 
Administration officials outside of Treasury assist in making calls to 
Members on the Administrationps IMF funding proposal. On March 18, 
Secretary Rubin and Chairman Greenspan will brief the House International 
Relations Commi ttee on the current situation in SE Asia and funding for 
the IMF. 

IMF Legislation: On March 5, the House Banking Committee overwhelmingly 
approved legislation to authorize a new $18 billion U.S. commitment to the 
IMF. Final passage of the bill on a 40-9 tally included more than 30 
amendments -- most of which proposed reforms either to the IMF itself or 
within the economies of East Asian nations. Recent news from the 
Leadersh ip has delayed our efforts to move the IMF legislation through 
Congress, but we continue to work with the Senate Foreign Relations 
Committee and Appropriations Commitee to make the case for marking up the 
full $18 billion proposal. 

Credit Unions: On March 11 , Assistant Secretary Camell testified before 
the House Banking Committee on the Supreme Courtps recent ruling on credit 
unions. Assistant Secretary Carnell outlined principles that could serve 
as the basis for policymaking, making clear our preference for a 
middle-of-the-road solution that preserves a meaningful common bond 
requirement, albeit one more flexible that recently articulated by the 
Supreme Court. He also pushed for enactment of the safety and soundness 
recommendations that emerged from Treasuryps recent credit union report. 



Financial Modernization: On March 10, the House Leadership announced that 
it had reached a compromise on the financial modernization bill. The 
detai ls of that compromise are unclear, but reportedly it would allow only 
agency activities (e.g .. insurance agencies) in a subsidiary, thereby 
requiring al l principal activities (e.g., insurance and securities 
underwriting) to be conducted in an affiliate; preserve the thri ft 
charter but require thrifts to hold IO percent of their assets in home 
mortgages; grandfather existing unitary thrift holding companies but 
subject them to Fed supervision on January I, 2000; and abolish the OTS, 
with the OCC regulating savings associations and the Fed regulating 
savings and loan holding companies. Treasury continues working to analyze 
the compromise and identify areas of concern. 
Regulatory Reform: On March I 0, Under Secretary Hawke testified before 
the Senate Committee on Banking, Housing and Urban Affairs on the 
Financial Regulatory Relief and Economic Efficiency Act of 1997. Under 
Secretary Hawke highlighted the absence of CRA-weakening provisions in the 
current legislation as a sign that the Administration and the Congress 
could work together on regulatory relief that would not endanger consumer 
protections or communities. 

CDFI Fund: On March 5, Secretary Rubin delivered a statement and CDFI 
Director Lazar testified before the House VA-HUD Appropriations 
Subcommittee on FYp99 appropriations for CDFI. Committee Members asked 
about the programps unobligated balances and the Fundps justification for 
its budget request given the level of Fund activity. On March 12, Under 
Secretary Hawke and Director Lazar will testify on CDFI appropriations 
before the Senate VA/HUD Appropriations Subcommittee, and on March 17, 
Director Lazar and Under Secretary Hawke will meet with Senator Sarbanes. 

Africa: On March I I, the House voted on and passed the Africa Trade 
Initiative. The bill now moves to the Senate, where Senator Hollings has 
led the charge against it due to concerns about its effects on the textile 
industry. So far, no action has been scheduled for the Senate bill, 
introduced by Senator Lugar. Treasury anticipates that the Administration 
will initiate another interagency effort to move the bill through the 
Senate. 

Budget: On March 5, Assistant Secretary Lubick and Deputy Assistant 
Secretary Talisman met with Reps. Portman and Houghton of the House Ways 
and Means Committee on revenue raisers in the budget proposal. Rep. 
Houghton asked why the insurance industry was targeted in the proposal, 
and seemed pleased with Treasuryps explanation of the need to maintain the 
status quo and reduce arbitrage opportunities. In addition to the 
budget, Rep. Portman discussed IRS restructuring, and agreed with Treasury 
that our goal in the process should be to remain within the confines of 
the House bill, notwithstanding some fine tuning. 

Sunsetting the Tax Code: On March 9, Deputy Secretary Summers and 
Assistant Secretary Robertson briefed representatives from several 
mortgage, home builder and non-profit organizations on Republican efforts 
to sunset the tax code, focusing on the substance and legislative context. 
Over the next few weeks, Treasury will continue to inform Members and 
staff, media, and interested groups on sunsetting. On February 25, Sens. 



Hutchinson and Brownback introduced legislation to sunset the tax code on 
December 31, 200 I; this bi ll is a companion to H.R. 3097 introduced by 
Reps. Largent and Paxon. The measure is being co-sponsored by the entire 
GOP leadership and is on a floor schedule for the House released earlier 
this month by Majority Leader Dick Armey. 

IRS: On March 12, Commissioner Rossotti and 0MB Controller DeSeve wi ll 
testify before the Senate Governmental Affairs Committee on personnel 
flexibility at the IRS. Treasury and the IRS are seeking to strengthen 
the restructuring legislation to make it easier to recruit critical senior 
management and technical positions. Treasury and the IRS have been 
working closely with NTEU President Tobias on the issue, arnd he has 
indicated that he will fully support those provisions. 

Senator Bond has introduced legislation to restructure the IRS, which is 
cosponsored by Sens. Cochran, Snowe, Shelby and lnhofe, and has been 
referred to the Senate Finance Committee. Treasury and the IRS are 
concerned that the bill goes too far and would hurt the ability of the IRS 
to carry out its mission. Sen. Grassley has also indicated that he wants 
the Senate to go farther than the House on IRS reform, particularly on 
taxpayer rights. Treasury will continue working with the Senate Finance 
Committee to promote quick passage of an acceptable IRS reform bill. 

Appropriations Hearings: On March 4, Secretary Rubin testified before 
the House Treasury Appropriations Subcommittee on the Departmentps budget 
request. The hearing went well, as Secretary Rubin answered questions on 
the disparity between Treasury and Justice Department budgets for 
enforcement, the soft wood lumber issue, Year 2000 compliance, Treasury 
building renovation, and Crane paper. On March 12, Secretary Rubin is 
scheduled to testify before the Senate Treasury Appropriations 
Subcommittee on the same topic. 

On March 5, Financial Management Service Commissioner Gregg testified 
before the House Appropriations Subcommittee on Treasury, Postal Service 
and General Government on Y2K, debt collection and EFT '99 implementation; 
and FMS's work to issue the government's first audited consolidated 
financial statements. Subcommittee Chairman Kolbe remarked that FMS is 
one of the top three Federal agencies that absolutely must meet the Year 
2000 challenge. He and ranking Democratic member Hoyer commented that the 
Subcommittee will be monitoring FMS's progress on the Year 2000 program 
very closely, and questioned if FMS had the funds to meet the Year 2000 
deadline. 

NADBank: On March I I, Secretary Rubin met with Rep. Torres and discussed 
the Congressmanps concerns about NADBank. Rep. Torres would like to 
expand use of the Bankps environmental window to address additional 
projects that would focus on domestic economic adjustment and 
development. Rep. Torres appeared more satisfied than he has in the past 
on Treasuryps progress, and Treasury will continue to work with him on the 
issue. 

EFTp99: On March 4, Under Secretary Hawke testified before the House 
Banking and Financial Services, Subcommittee on Financial Institutions and 
Consumer Credit regarding the implementation of EFT '99. Mr. Hawke 



addressed the major elements of the work being done on EFT '99: 
implementation status, waiver provisions, Electronic Transfer Accounts 
(ETAs), the implementation time frame and the public education campaign. 
Members of the Subcommittee stated their concern and asked questions 
regarding the creation of the ET As to serve the needs of the unbanked, 
delaying implementation of the EFT '99 requirement until the year 2000 or 
beyond, and the granting of waivers to recipients of Federal funds for 
which receiving electronic payment is not appropriate or beneficial. 

Debt Collection: On March 2, Acting Fiscal Assistant Secretary Hammond 
testified before the House Government Reform Subcommittee on Government 
Management, Information and Technology on legislative proposals in the 
debt collection area. The hearing went fairly well, although the proposed 
legislation was not well received. As a result, the subcommittee and full 
committee markups scheduled for this week have been postponed, and 0MB 
will revisit the legislation in the interim. On March 4, Under Secretary 
Hawke, Acting f-iscal Assistant Secretary Hammond, and Acting FMS 
Commissioner Gregg briefed Rep. Maloney on implementation of the Debt 
Collection Improvement Act. On March 6, Treasury staff met with majority 
and minority staff of the House Government Reform and Oversight Su 
bcommittee on Government Management, Information, and Technology to 
discuss our meetings with the five major credit agencies regarding their 
debt portfolios. The primary objective was to provide a more realistic 
expectation concerning the amount of the $50 billion delinquent debt 
portfolio that wi ll be col lectible. 

PRESS ACTIVITY 

International: On March 2, Assistant Secretary Geithner spoke with The 
Financial Times about South Korea and with The Washington Post regarding 
Indonesia. On March 2, Chief of Staff Froman spoke with The Legal Times 
for a story on the IMF and the role of the business community in working 
with Congress to convey the importance of continued IMF funding. On March 
4, Deputy Secretary Summers met with The Wall Street Journal to discuss 
Indonesia, and also addressed the Independent Bankers Associationps annual 
meeting on the importance of continued IMF funding. The speech was 
covered by the wire services. On March 5, Secretary Rubin spoke with USA 
Today on the Administrationps efforts to make the case for continued IMF 
funding. Deputy Secretary Summers and Assistant Secretary Geithner also 
spoke with them earlier in the week. 

On March 6, Under Secretary Lipton interviewed with The Chosun Ilbo, the 
largest Korean daily newspaper, on the financial crisis in Korea and the 
U.S. role in that crisis. Also on March 6, Deputy Secretary Summers spoke 
with The Washington Post about the recent developments in Indonesia. On 
March 9, Deputy Secretary Summers spoke at the International Monetary Fund 
on the pCase for Capital Account Liberalization.p The speech was covered 
by The Wall Street Journal, The Financial Times and the wire services. On 
March I 0, Under Secretary Lipton spoke with Fortune Magazine for a piece 
on the IMF, and Secretary Rubin appeared on The Lehrer NewsHour to discuss 
the current situation in Indonesia and the International Monetary Fund. 
On March I I, Deputy Secretary Summers is scheduled to speak with USA Today 
about current international issues. 



Tax/Budget: On March 5, Deputy Assistant Secretary Talisman spoke with 
The Wall Street Journal about the Administrationps budget proposal on 
variable annuities. On March 5, Deputy Secretary Summers did a radio 
interview with KMOX radio station on the Administrationps opposition to 
sunsetting the tax code. KMOX has the 11th largest listening audience in 
the country. On March 7, the IRS held its first day of Saturday office 
hours, another in a series of reforms that the IRS has implemented to 
improve customer service. ABC Radio covered the Saturday office hours and 
there was also local coverage of the office hours. On March I 0, Benefits 
Tax Counsel lwry interviewed with Dow Jones, Tax Notes, BNA, and CCH on a 
new IRS revenue procedure which makes it easier for companies to 
self-correct their retirement plans. On March 11 , Deputy Secretary Summers 
is scheduled to speak with Business Week on Social Security. 

Domestic Finance: On March 3, Assistant Secretary Gensler met with Dow 
Jones to discuss the government's pending debt management decisions, and 
Deputy Assistant Secretary Anderson spoke with Dow Jones on the 
government's change in the 13-week and 26-week bills issuance. On March 
5, Assistant Secretary Gensler spoke with The Washington Post on debt 
management in the current environment of budget surplus. On March 6, 
Under Secretary Hawke spoke with The Baltimore Sun on the Treasury 
Department's efforts to implement EFT '99. 

On March 6, Assistant Secretary Gensler addressed the Bond Market 
Associationps 1998 Annual Meeting. He spoke on !:>Declining Deficits and 
Treasury Security Liquidity.I:> The speech was covered by the financial 
wires and a Reuters story on the speech ran in The Wall Street Journal on 
March 9. Also on March 6, Secretary Rubin and Assistant Secretary Wilcox 
appeared before the Presidentps Commission to Study Capital Budgeting. 
Secretary Rubinps remarks were covered by CNN, Reuters TV, Bloomberg TV 
and the financial wires. On March I 0, Assistant Secretary Gensler hosted 
a press roundtable di scussion to discuss the general issues surrounding 
Treasury debt management with Bridge News, Bloomberg, Reuters, and AP. 

Enforcement: On March 3, Under Secretary Kelly and ATF Deputy Director 
Buckles spoke about the Treasury taggants study to reporters from CNN, The 
Washington Post, The Dallas Morning News, AP and USA Today. USA Today, CNN 
and AP ran stories on March 4. On March 6, John Forbes, a Customs 
representative. spoke with USA Today for a story on the success of the 
Geographic Targeting Orders in New York. On March 8, Under Secretary 
Kelly spoke at the National Center for Missing and Exploited Children's 
launching of a new Cyber Tipline to combat child predators on the 
Internet. NBC. CBS, CNN, FOX, Newschannel 8, AP and regional press 
covered the event. NBC News plans to run a fo llow-up story featuring 
Customs Cyber Smuggling Center on March 9. On March 8, ABC's Nightline 
ran a story on the Birmingham abortion clinic bombing and the ongoing 
investigation. The Birmingham and Atlanta ATF Special Agents-in-Charge 
both taped interviews for the show. 

Management: On March 9, Chief Information Officer Flyzik spoke with 
Government Computer News on the Treasury Departmentps progress and 
contingency plans for the Year 2000 computer problem. 

U.S. Treasurer: On March I I, Treasurer Withrow will attend the Columbus 



Area Savings Bonds Kickoff breakfast at the Columbus Museum of Art. 
Treasurer Withrow wi ll also visit Stewart Traditional Alternative 
Elementary School in Ohio. On March 12, Treasurer Withrow will attend the 
Fort Wayne Arca Savings Bonds Kickoff luncheon and visit Bunche Elementary 
School in Fort Wayne, Indiana to discuss the importance of saving. On 
March 13. Treasurer Withrow will address the Military Campaign Leadership 
Conference in San Antonio, Texas. Withrow will speak to representatives 
from mi litary organizations in four states who will run their own local 
Savings Bonds campaigns. Withrow is also scheduled to address the San 
Antonio Express-News Editorial Boardps Newsmakers luncheon. 

IRS: On March 22, IRS Commissioner Rossotti is scheduled to appear on 
CNNps Late Edition. 

SECRETARYpS SCHEDULE 

The Week in Review 

Monday, March 9 
Hosted a dinner to discuss SE Asia issues with representatives from the 
Federal Reserve. the International Monetary Fund, Treasury and the private 
sector. 

Tuesday, March I 0 
Met with Ambassador Michael Armacost, Brookings Institution, on Japan. 
Met with Rep. Livingston to discuss IMF fund ing. 
Met with Brazil ian Finance Minister Pedro Malan. 
Interviewed on ( ,c;:hrer Newshour on financial crisis in Indonesia and the 
IMF. 

Wednesday, March I I 
Participated in an off-line discussion with Russian Prime Minister 
Chemomyrdin and Vice President Gore during the tenth session of 
the Gore-Chernomyrdin Commission. 
Met with Chairman Greenspan. 
Met with Rep. Torres to discuss funding for the North American Development 
Bank (NADBank.). 
Met with Members of the House Ways and Means Committee with Chairman 
Greenspan regarding the IMF. 
Participated in the Weekly Economic Briefing to the President. 

Thursday, March 12 
Testified before the Senate Treasury and General Government Subcommittee 
on FYp99 funding. 
Met with Rep. Obey to discuss Southeast Asia and the lMF. 
Lunch with Secretary of State Albright and Under Secretary Eizenstat. 
Met with Rep. Gephardt and George Becker, United Steelworkers, on import 
surges and the IMF. 

Friday, March 13 
Met with Thai Prime Minister Chuan. 
Attended bilateral meeting with Thai Prime Minister and President Clinton. 



The Week Ahead 

Monday, March 16 
No external meetings. 

Tuesday, March 17 
No external meetings. 

Wednesday, March 18 
Will brief Members of the House International Relations Committee on 
Southeast Asia e111d the IMF. 

Thursday, March 19 
Breakfast with Chairman Greenspan. 
Will address Congressional Hispanic Caucus on financial crisis in 
Southeast Asia and the IMF. 
Will host CEO Luncheon. 
Will address National Community Reinvestment Coalition. 
Will meet with Chairman Greenspan to discuss Halifax II. 

Friday, March 20 
No external meetings. 
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Weekly Report for the week of June 29, 

Rubin Trip to Asia: On June 24, Secretary Rubin traveled to China with 
President Clinton. where he will participate in meetings with President 
Jiang Zemin, Pr~mier Zhu Rongji, and other government officials. On June 
28, Secretary Rubin travels to Malaysia to meet with Malaysian officials 
and business representatives, after which he will travel to Thailand to 
discuss the effects of the financial crisis with Thai officials and 
business leaders. Secretary Rubin will finish his trip in Korea where he 
will discuss the Asian financial crisis with President Kim and Finance 
Minister Lee, as well as other government officials. 



Summers Trip to Asia: On June 18, Deputy Secretary Summers, New York 
Federal Reserve Bank President William McDonough, and Ambassador Sherman 
attended meetings in Japan on its current economic problems, and on June 
20 they attended a G-7 / Asian meeting on the Asian financial crisis 
focusing on Japan. Deputy Secretary Summers and Ambassador Sherman also 
met with President Habibie in Indonesia and former and current Prime 
Ministers Lee Kuan Yew and Goh in Singapore. The trip was useful both in 
carrying an urgent message of concern about Japanps economy and in 
reinforcing our commitment to helping the Indonesian people, but it also 
confirmed the magnitude of the challenges facing the region. 
Indonesia: On June 25, Indonesian officials signed a letter of intent 
with the International Monetary Fund which outlines a revised reform 
program focused on stabilizing the economy, ensuring adequate supplies of 
food and other necessities for the Indonesian people, and restructuring 
the banking system. GDP is forecast to contract by I 0%, in tlation is 
expected to soar to 80%, and the budget deficit will rise to 8.5% of GDP 
during 1998. The agreement indicates that Indonesia will require $4-6 
billion in external support to fill this budget gap. On June 25, the 
Asian Development Bank approved a $1.5 billion financial sector assistance 
program for Indonesia. The World Bank is also expected to consider a $1 
bill ion structural adjustment loan, most likely on July 2. Both of these 
loans are part of the existing pipeline of support for Indonesia and will 
therefore not help to close the external financing gap. 

Russia: On June 25, the IMF Board approved release of the delayed $670 
million loan insta llment for Russia. A new IMF mission will arrive in 
Russia during the week of June 28 to begin discussions on a possible new 
funding program, which Russia has said could take 1-2 months. Bond yields 
continue to rise as foreign demand weakens. 

Electronic Funds Transfer (EFT) l:>99: On June 25, Treasury issued key 
provisions of final regulations to carry out EFT '99, the congressional 
mandate that all Federal funds transfers be conducted electronically by 
January, 1999. The regulations will allow federal payment recipients to 
continue receiving paper checks if electronic deposit would cause 
hardship, and Treasury officials continue to work to minimize abuses by 
financial services providers surrounding the implementation of EFT p99. 
On June 18 and 19, with Treasuryps encouragement, Western Union sent a 
correction notice to all 9,000 Benefits Quick Cash electronic program 
enrollees. in which the company admitted that it had disseminated 
misleading information on the ability ofrecipients to continue to receive 
checks. Also, a partnership between BancOne and local retailers in 
Baltimore, including liquor stores, has raised concerns about whether 
federal payment recipients are being misled about their options. Under 
Secretary Hawke will issue a statement calling attention to the potential 
for abuse, and emphasizing the liberal waiver provisions in the final EFT 
regulation. 

On June 23, Treasury officials met with executives at Chase Manhattan Bank 
who agreed to fi.mn a partnership to help educate recipients of federal 
checks about EI-T p99. Similar partnerships are being pursued with 
Citibank, the American Payroll Association, and other financial-services 
providers. 



Foreign Sales Corporation Rules: On June 17, Sir Leon Brittan, 
Vice-President ,)f the EC, sent a letter to United States Trade 
Representative 13arshefsky which states that the EU intends to convene a 
WTO dispute resolution panel to decide the compatibility of Foreign Sales 
Corporation (FSC) tax rules. The EU believes that the FSC rules, which 
provide tax benelits to US multinationals based on the amount they export, 
unfairly promote US exports and restrict imports. Treasury officials will 
raise the issue at both the OECD and G-4 meetings with our tax policy 
counterparts in the coming weeks and emphasize that the trade forum is ill 
suited to resolution of international tax issues, which are better handled 
between the tax cxperts of contending parties. These tax benefits are 
highly valued hy the US business community, particularly the aircraft, 
chemical, electronics and software industries, and a loss in the WTO would 
likely cause a stir among U.S. exporters. Treasury continues to work with 
USTR to resolw this issue. 

At the same time. Treasury and the IRS are withdrawing administrative 
guidance that would have limited the tax benefits avai lable to the 
software industry under the FSC rules. Also, the Department of Defense 
has asked us to continue to work with the defense industry to determine 
whether companies exporting defense products should receive a greater 
benefit under this law. 

WORK ON PRLSIDENTIAL INITIATJVES 

lndia/Pak istan Sanctions: Treasury is in the final stages of preparing a 
draft Executive Order wh ich will clarify the proh ibition against extending 
loans and credits to the Government of India. We expect a draft 
Executive Order for Pakistan to fo llow shortly thereafter. Meanwhile, we 
continue to implement Glenn Amendment sanctions pertaining to 
international financial institutions and U.S. banks. We have gone beyond 
the requirements of Glenn to oppose all lending to Pakistan and India 
(except for basic human needs), and have obtained agreement from our 
colleagues in the G-7/G-8 to defer lending. To date, World Bank loans for 
India totaling $1)00 million have been postponed at the request of the U.S. 
and others. In both India and Pakistan, the stock markets and currencies 
have significantly weakened since the nuclear tests in anticipation of 
sanctions. 

Year 2000: On June 17, the Department of the Treasury, the Federal 
Reserve Bank or New York, and the Bond Market Association sponsored a 
conference on Y2K testing for participants in the U.S. Treasury securities 
market. The conference reinforced the need for Y2K testing and provided 
specific information on upcoming testing opportunities. 

Long-term Carl': At the request of the Domestic Policy Council, Treasury 
is exploring opti, ins to provide tax credits for long-term care. Treasury 
will participate in an interagency meeting on the topic. 

Privatization: Tl1e Board of Directors of the United States Enrichment 
Corporation dekrmined on June 11 , 1998, that the transfer of the 
governmentps interest in USEC to the private sector should be undertaken 



through an initial publ ic offering. We are planning to announce this 
decision uuring the week of June 28. Given the extensive congressional 
and press interest in this issue, Treasury has been working closely with 
USEC to develop the appropriate approach for making this announcement. 

CONGRESSIONAL ACTIVITY 

IRS Restructuring: On June 23, conferees reached agreement on the final 
provisions of the I RS reform bill. Treasury and the IRS worked closely 
with the t:onferces and staff throughout this process. Treasury was able 
to achieve executive branch oversight and adequate personnel flexibility 
while reaching compromise in areas of tax policy such as suspension of 
interest and penalties, dues process on collection activity, relief for 
innocent spouses. and burden of proof. The combination of these changes 
eliminated the asp~cts of the Senate bill most detrimental to IRS 
enforcement capabil ity and cut the cost of the Senate bill nearly in half. 

On June 24, Commissioner Rossotti participated in a press conference 
with Chairmen Roth and Archer to announce the agreement. 

IMF: On June 25. Speaker Gingrich joined Agriculture Committee Chairman 
Smith, Ranking Member Stenholm, Rep. Boehner and others in a press 
conferent:e on fast track authority, IMF funding, and trade sanctions. 
Gingrich said that he supports fast-track authority and some degree of IMF 
funding in order lo help boost agriculture exports which have been hurt by 
the Asian economic crisis. On June 24, Reps. Dooley and Stenholm 
introduced the Senate IMF bi ll in the House, and during the week of June 
2 1, House Democrats launched a discharge petition to try to force a vote 
on IMF funding. 

On June 23, Sew.:tary Rubin met with Sens. Kempthorne, Bennett, and Craig 
to discuss their concerns that the funds from international financial 
institutions are lxing used to subsidize the Korean semiconductor 
industry, helping to undermine Micron Technologies, one of the largest 
employers in Idaho and Utah. 

Financial Modernization: On June 17, Secretary Rubin and Under Secretary 
Hawke testified bt:fore the Senate Banking Committee on the financial 
modernization legislation passed by the House, H.R. I 0. On June 18, the 
Committee heard testimony from representatives of the insurance, 
securitie~, and banking industries. On June 24, the Senate Banking 
Committee heard testimony from Ralph Nader and representatives from a 
number of consumer and community banking groups who complained that H.R. 
IO addresses industry interests without considering how changes would 
affect credit access. fee levels, or privacy. The groups supported 
Treasuryl>s position on operating subsidiaries. On June 25, Acting 
Comptroller Julie: Williams testified with other financial services 
regulators, including Director of the Office of Thrift Supervision Ellen 
Seidman. SEC Chairman Arthur Levitt, and FDIC Chair Donna Tanoue. 

Community Development Financial Institutions Fund: Treasury continues to 
work with the CDFI Fund on authorization and appropriations. On June 23, 
the Fund received an appropriation of $80 million from the House VA/HUD 
Subcommittee. having previously received $55 million in the Senate 



Subcommittee. We expect that in the conference, the House will be 
supportive of a mark that does not go below $80 million, the same level at 
which Cl )Fl was ltinded in FY '98. Reauthorization hearings went well, and 
subcommittee minority members will push for quick reauthorization. Sens. 
Kennedy and l),imenici introduced legislation to authorize the CDFI Fund to 
run a technical Hsi.istance program for micro-enterprise organizations, and 
this legislation \\',h relerred to the Banking Committee. 

Child Labor: On .l une 25, Under Secretary Kelly will meet with Sens. 
Harkin a11d Kohl and Rep. Sanders to brief them on steps taken by Customs 
and Treasury lo implement President Clinton~s Child Labor Action Plan. 
Among other matters, Under Secretary Kelly will report on the fact-finding 
mission to Nepal and Bangladesh by Treasury and Customs staffers from June 
4-12. During that mission, the delegation held 20 meetings with 
government officia ls, nongovernmental organizations and business 
executiVl's conc-:rned with chi ld labor. The delegation visited a carpet 
factory in Nepal a1 1d witnessed what they believed to be children at work. 
This trip proviucd info rmation which will be useful to Customs in 
continuing its inv1.:stigations into child labor activities in Nepal. Trea 
sury is now receiving applications for membership on the new International 
Child Labor Advi:;ory Committee. 

Appropriations: On June 17, the House Appropriations Committee passed the 
FY 1999 Treasury-Postal appropriations bill and floor action is scheduled 
for late June 24. The allocations for the House were much more favorable 
than the Senate, al lowing the Committee to support most of our request. 
The bill as approved by the ful l Committee allocated $29.1 billion for FY 
1999 with discrctinnary spending of$13.2 billion. The areas of most 
concern are the I RS and ATF operational reductions. 
During the week () r June 2 1, the Senate will be marking up their bill in 
fu ll Committee. We expect the Senate mark to be much more difficult for 
the Departmen t. g:ven that their allocations were $243 M below the House 
in budget authorit) and even more severe in terms of outlay constraints. 
We expect the Senate bill to include similar Y2K adjustments as the House 
in order 10 capitalize on the separate emergency reserve created to 
address this issue. 

House Banking Dl'mocratic Briefing: On June 24, Deputy Secretary Summers 
participated in an informal briefing and discussion on current 
international economic issues with House Banking Committee Democrats. 
Deputy Secretary Summers provided a status report on India/Pakistan 
sanctions. the ernnomic outlook for particular countries, the state of the 
Russian economy. Chinese economic reform, and the economic outlook in 
Japan. Members locused their questions on Russia and Japan. 

Senate Foreign Relations Hearing: On June 24, Deputy Secretary Summers 
testified before the Senate Foreign Relations Committee about the Asian 
financial crisis and the importance of IMF funding. Sens. Biden, Hagel, 
and Thomas atternlcd the June 25 hearing and supported Treasuryps efforts 
to get Japan to tal:c concrete steps to improve its economy. Deputy 
Secretary Sum mers prov ided brief descriptions of his trip and of the 
importance of the eurrent economic situation for Asia, Latin America, and 
Russia. ,\II three Senators stressed the need for IMF funding and Sens. 
Biden ant.I Hagel stressed it would be irresponsible for the House not to 



fo llow the Senalc. Although only three Senators attended the subcommittee 
hearing, there was heavy press coverage, mostly from the foreign press. 

Exchange Stabili,.ation Fund: Reps. Bachus, Sanders, Burton and eight 
other Representatives have sent a ADear Colleague@ letter urging support 
for their amendment lo the Treasury/Postal appropriations bill. This 
proposed amendnl...:nt would require prior Congressional approval of Treasury 
use of the Ex<.:lwn~'.c Stabi lization Fund except in cases such as the yen 
intervention of last week. Secretary Rubin has sent a letter to Chairman 
Livingston strongly opposing the amendment. We are seeking the inclusion 
of pveto languagv1, ~ in the SAP for the bill when it goes to the floor on 
June 26. We continue to contact members to urge them to oppose the 
amendmcnt. 

Social Securit): < Jn June 18, the Senate Finance Committee postponed their 
hearing on genernl retirement policy issues, including private pensions, 
personal "avings. and Social Security. On June 29, Deputy Secretary 
Summer~. who w.is scheduled to testify at the hearing, will address a 
Social Security l<,rum in San Angelo, TX, for Rep. Stenholm. 

Climate Change: 111 response to a March 11 , 1998 request to Secretary 
Rubin from Rep. 1 >avid McIntosh, Chairman of the House Government Reform 
Subcommittee on \Jational Economic Growth, Natural Resources, and 
Regulatory Affai,,;. Treasury released to the Subcommittee on June 23, 
1,800 pages of dt cuments on the White House Initiative on Climate Change. 
We continue to \\ ork with the White House and the Subcommittee to produce 
documen ts responsive to Chairman McIntosh's request. 

Y2K: Treasury s.1bmitted a written statement at the House Banking 
Committee hearint! on Y2K implications for international financial 
institutions. Thc iiearing included Ernest Patrikis, Vice President of the 
Federal Reserve IL1nk of New York and chairman of the Joint Year 2000 
Counci l, and Tim -ihephard-Walwyn, executive director of the Swiss Bank 
Corp. and chainn:ln of the Global 2000 Coordinating Group. 

Internet Tax Bil l: l' he House Judiciary Committee approved the bill that 
would establish a three-year moratorium on Internet taxes. Deputy 
Secretary Summer" expressed support for the Internet Tax Freedom Bill in a 
letter to Speaker Gingrich and Minority Leader Gephardt on June 23. 
Though the Administration supports the bi ll, Deputy Secretary Summersp 
letter expressed our belief that it needs modification in order to ensure 
that the lnternd won't become a drain on tax revenues from local 
governments, and :ilso recognized the need for a framework to deal with the 
long-term implic,:tions of Internet-related commerce. 

Democraric Pension Bill: Treasury officials have been working with Sen. 
Daschle and Rep. Gephardtps offices with the Democratic leadershipps 
pension bill which was schedu led to be announced during the week of June 
21. The bill will include the Presidentps budget proposals relating to 
pensions. but abC1 many other provisions, some of which raise policy 
concerns for us. 

Debt Management: On June 24, Assistant Secretary Gensler testified before 



the House Ways 11nd Means Committee on Debt Management. The hearing, which 
focused on Tn.:asury's management of the public debt in an era of budget 
surpluses, went \, ell. For the most part, Members raised questions about 
the mechanics of Treasury's debt management, such as the effect of 
innovations instituted in May that led to the development of 
inflation-indexed :-ccurities, and the redesign of nonmarketable securities 
issued to state and local governments. 

PRESS ACTIVITY 
On June 18, Bloomberg News ran a profile on Secretary Rubin as official 
spokesperson nn the dollar and how he helped halt the slide of the yen. 
On June 19, Secretary Rubin participated in a Reuters editorial board 
meeting. On June 20, Deputy Secretary Summers met with John Cassidy to 
wrap up his interviewing for a profile piece which is expected to run in 
next week's issue or The New Yorker magazine. On June 21, CBS Sunday 
Morning aired 1m>:ile on Secretary Rubin. 

International: On .lune 17, Secretary Rubin joined National Security 
Advisor Berger fnr a White House Press Corps briefing on China. On June 
18, Under Secrewry Lipton participated in a press briefing at the State 
Department to giw an update on the progress of the India/Pakistan 
sanctions. The briefing was well attended and Reuters, The Associated 
Press, Dow Jones and other press ran stories. On June 18 and 19, 
Assistant Secretary Geithner spoke with The New York Times Editorial Board 
and The Washington Post on the G-7 Deputies/Manila Group meeting. 

On June 19 and 20, Deputy Secretary Summers met with the traveling press 
on his Asia trip. On June 20, he held a widely attended press conference 
immediately following the Manila framework meeting. On June 24, Deputy 
Secretary Summers testified before the Senate Foreign Relations Committee 
on the Asian financial situation and the importance of funding for the 
IMF. The hearing was very widely covered by the press and the Deputy 
Secretary was joined by Senator Hagel in a press availability immediately 
fo llowing the heari ng. 

Domestic Finance: On June 18, Secretary Rubin met with USA Weekend to 
discuss the roll-out of the new $20 bill which will be released in the 
fall. On June 18. /\ssistant Secretary Gensler spoke with Institutional 
Investor regardin2, Treasuryps changes to the auction cycle. On June 19, 
Assistant Secrctar~1 Gensler was interviewed by Barron's Magazine on the 
diminishing num ber of primary dealers in the bond market and the potential 
implications for gcwernment securities. On June 24, Assistant Secretary 
Gensler deli vered Congressional testimony before the House Ways and Means 
Committee on th\.: Department's approach to managing the public debt in an 
environ men! of h~1Jget surplus. On June 24, Treasurer Withrow traveled to 
Biloxi, Mississippi. to address the Biloxi Chamber of Commerce. 

On June 22, !he Cnmmunity Development Financial Institutions Fund (CDfl) 
announced a $1 n Ii 11 ion award to the Cooperative Business Assistance 
Corporation at a press event in Camden, New Jersey. Deputy Assistant 
Secretary Barr represented Treasury at the ceremony, which was covered by 
ABC -Channel 6 i11 Philadelphia and other local media. On June 24, CDFl 
Director Lazar 111e1 with Michael Kelly of The Washington Post and the 



National Journal to discuss the current state of the CDFI Fund and its 
future. Kelly wrote a June IO column based on Rep. Bachusp report which 
was critical or the Fund. On June 25, Treasury issued key provisions of 
final regu lati011s tu carry out EFT '99, allowing federal payment 
recipients to ..;()t1t i11uc receiving paper checks if electronic deposit would 
cause hardship. '! ,·easury staff spoke with The Associated Press, USA Today 
and The New Yor:, Times on this story. 

Tax Policy/ IRS: On June 16, Secretary Rubin participated in a press 
conference with l{..;p. Gephardt on sunsetting the tax code. On June 23, 
Assistant Secn.:tary Ki liefer and Commissioner Rossotti traveled to Florida 
to announce the n,1tion's first IRS Citizens Advocacy Panel, which will be 
based in the I RS South Florida district. This announcement was 
extensively covcn.:d by local media. On June 23, Treasury spoke to 
reporters from Ct--. N. The New York Times, The Washington Post, The 
Associated Press. :ind The Los Angles Times about IRS restructuring and 
capital gains legislation. On June 24, Deputy Secretary Summers spoke to 
The Washington l',)st on passage of the IRS restructuring bill. On June 24, 
Treasury released .t letter from Deputy Secretary Summers to members of 
Congress detai l in~' the Administrationps position on Internet taxation 
legislation. US/\ foday, The New York Times and the Associated Press 
wrote stories. 

Enforcement: On lune 17. Assistant Secretary Johnson taped an interview 
with the Discovery Channel on the National Church Arson Task Force for 
their Justice Files program to air in October. On June l 9, OFAC Director 
Newcomb spoke to The Associated Press and the Palm Beach Post about the 
resumption ofdir~·d llights from Miami to Havana on July I. 

SECRETARYpS ~CHEDULE: 

The Week in l{cview 

Monday, June 22. 1998 
No external schcnule. 

Tuesday, June 23. 1998 
Attended prep fo r President Clintonps trip to China. 
Met with Senat1)rs Kcmpthorne, Bennett and Craig on the IMF. 
Met with Ambassador Saito of Japan. 

Wednesday, June 24, 1998 
Business Rou ndt,,hle Breakfast. 
Departed en roull' Xian, China 

Thursday, June 2). 1998 
Arrived in Xian, China. 
Participated in W-:lcoming Ceremony for President Clinton and the U.S. 
delegation. 

Friday, June 26. 1998 
Departed Xian l'l1 route Beij ing. 



Met with Governnr Dai, China Central Bank. 
Met with Chinese Finance Minister Xiang. 
Met with Chin~sc Premier Zhu Rongji. 

Saturday. June 27. 1998 
Attended State /\rriva l Ceremony in Beijing. 
Met with Presid..:111 Clinton and Chinese President Jiang Zemin. 
Attended working lunch with President Clinton and Chinese Premier Zhu 
Rongji. 
Met with memhcr~ t)f the traveling press. 
Attended State f3anquet. 

Sunday, June 28. 1998 
Traveled to Kuala Lumpur, Malaysia. 
Had dinner" ith lk puty Prime Minister Anwar and Central Bank Governor Don. 

The Week Ahead 

Monday, Jun~ 29. 1998 
Will meet with /\ 1111.!rican business leaders in Kuala Lumpur. 
Will meet \\ ith D,:puty Prime Minister Anwar and Malaysian business 
representative~. 
Wi ll meet with Pri111c Minister Mahathir. 
Will hold a press L·onterence. 
Will travel to Ba11µkok, Thailand. 
Wi ll attend a ,,orking dinner with Thai Finance Minister Tarrin and other 
government officia ls. 

Tuesday. Juni.' 30. 1998 
Will meet with Th.ii Prime Minister Chuan. 
Will meet\.\ ith Thai Finance Minister Tarrin. 
Will give a speech at the Chulalongkorn University. 
Will meet with mi:mbers of the American Chamber of Commerce in Bangkok. 
Wi ll hold a press conference. 
Will have lunch with Thai business leaders. 
Will travel to Scuu l. outh Korea. 

Wednesday. Jul) I. 1998 
Will meet with m1.·111bers of the American Chamber of Commerce in Seoul. 
Wi ll meet with Korean President Kim. 
Will meet with Korean Labor leaders. 
Will meet ,~ ith representatives of small and medium sized enterprises 
(SMEs). 
Will meet ,, ith Korean Finance Minister Lee and Ministry officials. 
Will meet ,, ith C'h,1cbol leaders. 
Will hold a press conference. 
Wi ll visit the 0!\'1/ .. 
Wi ll travel to N1.'\\ York, NY. 

Thursday, July 2. 19'>8 
No external schedule. 

Friday, July 3. I •)lJ8 

Federal Holida; 



No official -;r hcd11 le. 
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Rubin Trip to Asi:1 : On June 24, Secretary Rubin traveled to China with 
President Clinton. where he will participate in meetings with President 
Jiang Zemin. Prem ier Zhu Rongji, and other government officials. On June 
28, Secretary Rubin travels to Malaysia to meet with Malaysian officials 
and business rcpt\.':;entatives, after which he will travel to Thailand to 
discuss the e l'fccts of the financial crisis with Thai officials and 
business leaders. Secretary Rubin will finish his trip in Korea where he 
will discuss the Asian financial crisis with President Kim and Finance 
Minister Lee. as "ell as other government officials. 

Summers Trip to Asia: On June I 8, Deputy Secretary Summers, New York 
Federal Reserve !lank President Wi lliam McDonough, and Ambassador Sherman 
attended meetings in Japan on its current economic problems, and on June 
20 they attended a G-7 / Asian meeting on the Asian financial crisis 
focusing on Japan. Deputy Secretary Summers and Ambassador Sherman also 
met with Presidem I Iabibie in Indonesia and former and current Prime 
Ministers Lee Kuan Yew and Goh in Singapore. The trip was useful both in 
carrying an urgent message of concern about Japan~s economy and in 
reinforcing our C(•m mitment to helping the Indonesian people, but it also 
confirmed the ma!:'-nitude of the challenges fac ing the region. 



Indonesia: On June 25, Indonesian officials signed a letter of intent 
with the International Monetary Fund which outlines a revised reform 
program focused on stabilizing the economy, ensuring adequate supplies of 
food and other necessities for the Indonesian people, and restructuring 
the banking system. GDP is forecast to contract by 10%, inflation is 
expected to soar to 80%, and the budget deficit will rise to 8.5% of GDP 
during 1998. The :.igreement indicates that Indonesia will require $4-6 
billion in external support to fill this budget gap. On June 25, the 
Asian Development Bank approved a $1.5 bi llion financial sector assistance 
program for Indonesia. The World Bank is also expected to consider a$ I 
billion structural adjustment loan, most likely on July 2. Both of these 
loans are part of the existing pipeline of support for Indonesia and will 
therefore not help to close the external financing gap. 

Russia: On June 25. the IMF Board approved release of the delayed $670 
million loan installment for Russia. A new IMF mission wi ll arrive in 
Russia during the week of June 28 to begin discussions on a possible new 
funding program, which Russia has said could take 1-2 months. Bond yields 
continue to rise as foreign demand weakens. 

Electronic Funds Transfer (EFT) p99: On June 25, Treasury issued key 
provisions of final regulations to carry out EFT '99, the congressional 
mandate that all l·\:deral funds transfers be conducted electronically by 
January, I 999. The regulations will allow federal payment recipients to 
continue receiving paper checks if electronic deposit would cause 
hardship, and Tre.isury officials continue to work to minimize abuses by 
financial services providers surrounding the implementation of EFT p99. 
On June 18 and I l,, with Treasuryps encouragement, Western Union sent a 
correction notice 10 all 9,000 Benefits Quick Cash electronic program 
enrollees. in whi\.'. l1 the company admitted that it had disseminated 
misleading information on the ability of recipients to continue to receive 
checks. Also, a pc1rtnership between BancOne and local retai lers in 
Baltimore, including liquor stores, has raised concerns about whether 
federal payment recipients are being misled about their options. Under 
Secretary Hawke will issue a statement calling attention to the potential 
for abuse, and emphasizing the liberal waiver provisions in the final EFT 
regulation. 

On June 23, Treas1.11·y officials met with executives at Chase Manhattan Bank 
who agreed to form a partnership to help educate recipients of federal 
checks about EFT p99. Similar partnerships are being pursued with 
Citibank, the AmL'rican Payroll Association, and other financial-services 
providers. 

Foreign Sales Corporation Rules: On June 17, Sir Leon Brittan, 
Vice-President of the EC, sent a letter to United States Trade 
Representative 13nrshefsky which states that the EU intends to convene a 
WTO dispute reso lution panel to decide the compatibility of Foreign Sales 
Corporation (FSC1 tax rules. The EU believes that the FSC rules, which 
provide tax bene li ts to US multinationals based on the amount they export, 
unfairly promote lJS exports and restrict imports. Treasury officials will 
raise the issue at buth the OECD and G-4 meetings with our tax policy 
counterparts in the coming weeks and emphasize that the trade forum is ill 
suited to resolutit•n of international tax issues, which are better handled 



between the tax experts of contending parties. These tax benefits are 
highly valued by the US business community, particularly the aircraft, 
chemical. electronics and software industries, and a loss in the WTO would 
likely cause a st ir among U.S. exporters. Treasury continues to work w ith 
USTR to resolve this issue. 

At the same time. rreasury and the IRS are w ithdrawing administrative 
guidance that wou ld have limited the tax benefits available to the 
software industry under the FSC rules. A lso, the Department of Defense 
has asked us to continue to work w ith the defense industry to determine 
whether companks exporting defense products should receive a greater 
benefit under this law. 

WORK ON PRE'-il DENTIAL IN ITIATIVES 

India/Pakistan San ct ions: Treasury is in the final stages of preparing a 
draft Executive OrJer which will clarify the prohibition against extending 
loans and credits l1l the Government of India. We expect a draft 
Executive Order li,r Pakistan to follow shortly thereafter. Meanwhile, we 
continue to implement Glenn Amendment sanctions pertaining to 
international finan-.:ial institutions and U.S. banks. We have gone beyond 
the requirements ul' G lenn to oppose all lending to Pakistan and India 
(except for basic human needs), and have obtained agreement from our 
colleagues in the ( ,-7/G-8 to defer lending. To date, World Bank loans for 
India totaling $900 mil lion have been postponed at the request of the U.S. 
and others. In both India and Pakistan, the stock markets and currencies 
have significant ly weakened since the nuclear tests in anticipation of 
sanctions. 

Year 2000: On .lw1c 17, the Department of the T reasury, the Federal 
Reserve 13ank of l\cw York, and the Bond Market Association sponsored a 
conference on Y 2K testing for participants in the U.S. Treasury securities 
market. T he con lerence reinforced the need for Y2K testing and provided 
specific information on upcoming testing opportunities. 

Long-term Care: 1\t the request of the Domestic Pol icy Council, Treasury 
is exploring options 10 provide tax credits for long-term care. Treasury 
w ill participate in an interagency meeting on the topic. 

Privatization: Tht' Board of Directors of the United States Enrichment 
Corporation deter mined on June 11 , I 998, that the transfer of the 
governmcnt~s intl':cst in USEC to the private sector should be undertaken 
through an initial I uhlic o ffering. We are planning to announce this 
decision during th: week of June 28. Given the extensive congressional 
and press interest 111 this issue, T reasury has been working closely with 
USEC to develop the appropriate approach for making this announcement. 

CONGR[SSION/\L ACTIV ITY 

IRS Restructuring: On June 23, conferees reached agreement on the final 
provisions of the 1:l ' reform bill. T reasury and the IRS worked closely 
with the con fem:-, and staff throughout this process. Treasury was able 



to achieve executi ve branch oversight and adequate personnel tlexibility 
while reaching compromise in areas of tax policy such as suspension of 
interest and penalties, dues process on collection activity, relief for 
innocent spouses. and burden of proof. The combination of these changes 
eliminated the aspt.:cts of the Senate bill most detrimental to IRS 
enforcement capability and cut the cost of the Senate bill nearly in half. 

On June 24, Commissioner Rossotti participated in a press conference 
with Chairmen Roth and Archer to announce the agreement. 

IMF: On June 25. Speaker Gingrich joined Agriculture Committee Chairman 
Smith, Ranking Member Stenholm, Rep. Boehner and others in a press 
conference on fast track authority, IMF funding, and trade sanctions. 
Gingrich said that ht.: supports fast-track authority and some degree of IMF 
funding in order to help boost agriculture exports which have been hurt by 
the Asian econom ic crisis. On June 24, Reps. Dooley and Stenholm 
introduced the Senate IMF bill in the House, and during the week of June 
21, House Democrats launched a discharge petition to try to force a vote 
on IMF fund ing. 

On June 23, Secr~tary Rubin met with Sens. Kempthorne, Bennett, and Craig 
to discuss their concerns that the funds from international financial 
institutions are b<:ing used to subsidize the Korean semiconductor 
industry, helping to undermine Micron Technologies, one of the largest 
employers in Idalh) and Utah. 

Financial Moderni.rntion: On June 17, Secretary Rubin and Under Secretary 
Hawke testified before the Senate Banking Committee on the financial 
modernization legislation passed by the House, H.R. I 0. On June 18, the 
Committee heard testimony from representatives of the insurance, 
securities, and banking industries. On June 24, the Senate Banking 
Committt.:e heard testimony from Ralph Nader and representatives from a 
number of consumer and community banking groups who complained that H.R. 
IO addresses industry interests without considering how changes would 
affect credit acces:-i. fee levels, or privacy. The groups supported 
Treasuryps position on operating subsidiaries. On June 25, Acting 
Comptroller Julie Williams testified with other financial services 
regulators, including Director of the Office of Thrift Supervis ion Ellen 
Seidman, SEC Chairman Arthur Levitt, and FDIC Chair Donna Tanoue. 

Community Devt ll)pment Financial Institutions Fund: Treasury continues to 
work with the c o1:1 Fund on authorization and appropriations. On June 23, 
the Fund received an appropriation of$80 million from the House VA/ HUD 
Subcommittee. having previously received $55 million in the Senate 
Subcommittee. We expect that in the conference, the House will be 
supportive of a mark that does not go below $80 million, the same level at 
which CDFI was runded in FY '98. Reauthorization hearings went well, and 
subcommittee mi nority members will push for quick reauthorization. Sens. 
Kennedy and D0111enici introduced legislation to authorize the CDFI Fund to 
run a technical assistance program for micro-enterprise organizations, and 
this legislation wa, referred to the Banking Committee. 

Child Labor: On .l une 25, Under Secretary Kelly will meet with Sens. 
Harkin and Kohl :111d Rep. Sanders to brief them on steps taken by Customs 
and Treasury to i111plement President Clintonps Child Labor Action Plan. 



Among other matters, Under Secretary Kelly will report on the fact-finding 
mission to Nepal and Bangladesh by Treasury and Customs staffers from June 
4-12. During that mission, the delegation held 20 meetings with 
government offic ia ls, nongovernmental organizations and business 
executives concenied with ch ild labor. The delegation visited a carpet 
factory in Nepal 11nd witnessed what they believed to be children at work. 
This trip provided information which will be useful to Customs in 
continuing its invc-;tigations into child labor activities in Nepal. Trea 
sury is now receiv .ng applications for membership on the new International 
Child Labor Advbory Committee. 

Appropriations: ( Jn June 17, the House Appropriations Committee passed the 
FY 1999 Treasury-·Postal appropriations bill and floor action is scheduled 
for late June 24. !"he allocations for the House were much more favorable 
than the Senate, al lowing the Committee to support most of our request. 
The bill as approved by the fu ll Committee allocated $29.1 billion for FY 
1999 with discret i,inary spending of $13.2 billion. The areas of most 
concern are the IRS and A TF operational reductions. 
During the week i,f June 21, the Senate will be marking up their bill in 
fu ll Committee. \l.'e expect the Senate mark to be much more difficult for 
the Department, gi ven that their allocations were $243 M below the House 
in budget authorit~ and even more severe in terms of outlay constraints. 
We expect the Senate bill to include similar Y2K adjustments as the House 
in order to capital i1.c on the separate emergency reserve created to 
address this issue. 

House Banking Democrat ic Briefing: On June 24, Deputy Secretary Summers 
participated in an in formal briefing and discussion on current 
international eco111 ,mic issues with House Banking Committee Democrats. 
Deputy Secretary Summers prov ided a status report on India/Pakistan 
sanctions. the eco1:omic outlook for particular countries, the state of the 
Russian econom). Chinese economic reform, and the economic outlook in 
Japan. Members I .>cused their questions on Russia and Japan. 

Senate Foreign R::lations Hearing: On June 24, Deputy Secretary Summers 
testified before the Senate Foreign Relations Committee about the Asian 
financial crisis and the importance of IMF funding. Sens. Biden, Hagel, 
and Thomas attenued the June 25 hearing and supported Treasuryps efforts 
to get Japan to tak~ concrete steps to improve its economy. Deputy 
Secretary Summer,; provided brief descriptions of his trip and of the 
importance of the ,;urrent economic situation for Asia, Latin America, and 
Russia. All three Senators stressed the need for IMF funding and Sens. 
Biden and Hagel :stressed it would be irresponsible for the House not to 
follow the Senate. Although only three Senators attended the subcommittee 
hearing, there wa •; heavy press coverage, mostly from the foreign press. 

Exchange Stabilizntion Fund: Reps. Bachus, Sanders, Burton and eight 
other Representat i ·1es have sent a A Dear Colleague@ letter urging support 
for their amendment to the Treasury/Postal appropriations bill. This 
proposed amendm-:nt would require prior Congressional approval of Treasury 
use of the Exchan!::e Stabi lization Fund except in cases such as the yen 
intervention of last week. Secretary Rubin has sent a letter to Chairman 
Livingston strongly opposing the amendment. We are seeking the inclusion 
of pveto languagc(!q. in the SAP for the bill when it goes to the floor on 



June 26. We continue to contact members to urge them to oppose the 
amendment. 

Social Security: Cn June 18, the Senate Finance Committee postponed their 
hearing on genernl retirement policy issues, including private pensions, 
personal savings. ,,nd Social Security. On June 29, Deputy Secretary 
Summers, who was scheduled to testify at the hearing, will address a 
Social Security fo1 um in San Angelo, TX, for Rep. Stenholm. 

Climate Change: In response to a March 11 , 1998 request to Secretary 
Rubin from Rep. David McIntosh, Chairman of the House Government Reform 
Subcommittee on l\lational Economic Growth, Natural Resources, and 
Regulatory Affairs, Treasury released to the Subcommittee on June 23, 
1,800 pages of do<. uments on the White House Initiative on Climate Change. 
We continue to \\<ork with the White House and the Subcommittee to produce 
documents respo11,;ive to Chairman McIntosh's request. 

Y2K: Treasury submitted a written statement at the House Banking 
Committee hearin~ on Y2K implications for international financial 
institutions. The 1\1.!aring included Ernest Patrikis, Vice President of the 
Federal Reserve H:tnk ofNew York and chairman of the Joint Year 2000 
Council, and Tim Shephard-Walwyn, executive director of the Swiss Bank 
Corp. and chairman of the Global 2000 Coordinating Group. 

Internet Tax Bill: The House Judiciary Committee approved the bill that 
would establish a three-year moratorium on Internet taxes. Deputy 
Secretary Summers expressed support for the Internet Tax Freedom Bill in a 
letter to Speaker Cingrich and Minority Leader Gephardt on June 23. 
Though the Administration supports the bill, Deputy Secretary Summersp 
letter expressed om belief that it needs modification in order to ensure 
that the Internet Vv\ rn't become a drain on tax revenues from local 
governments, and :llso recognized the need for a framework to deal with the 
long-term implicmions of Internet-related commerce. 

Democratic Pension Bill: Treasury officials have been working with Sen. 
Daschle and Rep. Gephardtps offices with the Democratic leadershipps 
pension bill which was scheduled to be announced during the week of June 
2 1. The bill will include the Presidentps budget proposals relating to 
pensions, but also many other provisions, some of which raise policy 
concerns for us. 

Debt Management: On June 24, Assistant Secretary Gensler testified before 
the House Ways nnd Means Committee on Debt Management. The hearing, which 
focused on Treasury's management of the public debt in an era of budget 
surpluses, went wl'l l. For the most part, Members raised questions about 
the mechanics of l'reasury's debt management, such as the effect of 
innovations instituted in May that led to the development of 
inflation-indexed ~~curities, and the redesign of nonmarketable securities 
issued to state and local governments. 

PRESS ACTIVITY 
On June 18, Blooniberg News ran a profile on Secretary Rubin as official 



spokesperson on tile dollar and how he helped halt the slide of the yen. 
On June 19, Secre1ary Rubin participated in a Reuters editorial board 
meeting. On June 20, Deputy Secretary Summers met with John Cassidy to 
wrap up his interviewing for a profile piece which is expected to run in 
next week's issue ufThe New Yorker magazine. On June 21, CBS Sunday 
Morning ai red pro Ii le on Secretary Rubin. 

International: On .l une 17, Secretary Rubin joined National Security 
Advisor Berger for a White House Press Corps briefing on China. On June 
18, Under Secretary Lipton participated in a press briefing at the State 
Department to giw an update on the progress of the India/Pakistan 
sanctions. The briding was wel l attended and Reuters, The Associated 
Press, Dow Jones ,ind other press ran stories. On June 18 and 19, 
Assistant Secretary Geithner spoke with The New York Times Editorial Board 
and The Wash ingllm Post on the G-7 Deputies/Manila Group meeting. 

On June 19 and 2(i. Deputy Secretary Summers met with the traveling press 
on his Asia trip. ( , 11 Ju ne 20, he held a widely attended press conference 
immediately fo llowing the Manila framework meeting. On June 24, Deputy 
Secretary Surnme1 :; testified before the Senate Foreign Relations Committee 
on the Asian tinan..:ial situation and the importance of funding for the 
IM F. The hearing was very widely covered by the press and the Deputy 
Secretary was joined by Senator Hagel in a press availability immediately 
following the hearing. 

Domestic Finance: On June 18, Secretary Rubin met with USA Weekend to 
discuss the roll-ou1 of the new $20 bill which will be released in the 
fall. On June 18, 1\ssistant Secretary Gensler spoke with Institutional 
Investor regarding Treasuryps changes to the auction cycle. On June 19, 
Assistant Secretar~ Gensler was interviewed by Barron's Magazine on the 
diminishi ng numb~r of primary dealers in the bond market and the potential 
implications for guvernrnent securities. On June 24, Assistant Secretary 
Gensler delivered Congressional testimony before the House Ways and Means 
Committee on the Department's approach to managing the public debt in an 
environment of buJget surplus. On June 24, Treasurer Withrow traveled to 
Biloxi, Mississipr ;. to address the Biloxi Chamber of Commerce. 

On June 22, the Community Development Financial Institutions Fund (CDFI) 
announced a $ 1 million award to the Cooperative Business Assistance 
Corporation at a press event in Camden, New Jersey. Deputy Assistant 
Secretary Barr represented Treasury at the ceremony, which was covered by 
ABC -Channel 6 in Philadelphia and other local media. On June 24, CDFI 
Director Lazar m<.:1 with Michael Kelly of The Washington Post and the 
National Journal t(, discuss the current state of the. CDFI Fund and its 
future. Kelly wrot ..! a June 10 column based on Rep. Bachusp report which 
was critical of the Fund. On June 25, Treasury issued key provisions of 
final regulations to carry out EFT '99, allowing federal payment 
recipients to conti11ue receiving paper checks if electronic deposit would 
cause hardship. Treasury staff spoke with The Associated Press, USA Today 
and The New Yori, Times on this story. 

Tax Policy/IRS: ( m June 16, Secretary Rubin participated in a press 
conference with R...:p. Gephardt on sunsetting the tax code. On June 23, 
Assistant Secretar:-, Killefer and Commissioner Rossotti traveled to Florida 



to announce the nation's first IRS Citizens Advocacy Panel, which will be 
based in the IRS South Florida district. This announcement was 
extensively covered by local media. On June 23, Treasury spoke to 
reporters from CN N, The New York Times, The Washington Post, The 
Associated Press, :ind The Los Angles Times about IRS restructuring and 
capital gains legislation. On June 24, Deputy Secretary Summers spoke to 
The Washinglon Post on passage of the IRS restructuring bill. On June 24, 
Treasury released :1 letter from Deputy Secretary Summers to members of 
Congress detailing the Administrationps position on Internet taxation 
legislation. USA Today, The New York Times and the Associated Press 
wrote stories. 

Enforcement: On June 17, Assistant Secretary Johnson taped an interview 
with the Discovery Channel on the National Church Arson Task Force for 
their Justice Files program to air in October. On June 19, OFAC Director 
Newcomb spoke 10 The Associated Press and the Palm Beach Post about the 
resumption ol'din:.:t flights from Miami to Havana on July I. 

SECRETARYpS SCI-1 1•:DULE: 

The Week in Review 

Monday, June 22, 1998 
No external sched1tle. 

Tuesday, June 23, 1998 
Attended prep for President Clintonps trip to China. 
Met with Senators Kempthorne, Bennett and Craig on the IMF. 
Met with Ambassador Saito of Japan. 

Wednesday, June 24, 1998 
Business Roundtable Breakfast. 
Departed en route Xian. China 

Thursday, June 25. 1998 
Arrived in Xian, China. 
Participated in Welcoming Ceremony for President Clinton and the U.S. 
delegation. 

Friday, June 26, I <.>98 
Departed Xian en route Beijing. 
Met with Governor Dai , China Central Bank. 
Met with Chinese Finance Minister Xiang. 
Met with Chinese Premier Zhu Rongji. 

Saturday. June 27, 1998 
Attended State Arrival Ceremony in Beijing. 
Met with Preside111 Cli nton and Chinese President Jiang Zemin. 
Attended working lunch with President Clinton and Chinese Premier Zhu 
Rongji. 
Met with member~ of the traveling press. 
Attended State Banquet. 



Sunday, June 28, 1998 
Traveled to Kuala Lumpur, Malaysia. 
Had dinner v. ith Deputy Prime Minister Anwar and Central Bank Governor Don. 

The Week Ahead 

Monday, June 29, 1998 
Will meet with American business leaders in Kuala Lumpur. 
Will meet with Deputy Prime Minister Anwar and Malaysian business 
represent at i vcs. 
Will meet with Prime Minister Mahathir. 
Will hold a press conference. 
Will travel to Bangkok. Thailand. 
Will attend a working dinner with Thai Finance Minister Tarrin and other 
government officials. 

Tuesday, June 30, 1998 
Will meet with Thai Prime Min ister Chuan. 
Wi ll meet with Thai Finance Minister Tarrin. 
Wi ll give a speech at the Chulalongkorn University. 
Will meet with members of the American Chamber of Commerce in Bangkok. 
Will hold a press conference. 
Will have lunch with Thai business leaders. 
Wi ll travel to Seou l, South Korea. 

Wednesday, .July I, 1998 
Will meet with members of the American Chamber of Commerce in Seoul. 
Will meet with Korean President Kim. 
Will meet with Korean Labor leaders. 
Will meet 'with representatives of small and medium sized enterprises 
(SMEs). 
Will meet with Korean Finance Minister Lee and Ministry officials. 
Will meet with Chaebol leaders. 
Will hold a press conference. 
Will visit the DMZ. 
Will travel to New York, NY. 

Thursday, July 2, 1998 
No external schedule. 

Friday, July 3, 1998 
Federal Holiday 
No official schedule. 
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Thought you might be interested in the President's comments fo llowing an 
event today with 

Girls's Nation, here at the White House. Have a great summer weekend 
everyone! 

MR. MCCURRY: Last question. 

Q Mr. President, the trade deficit in May was up around $15 billion. 
Are you 

willing to overlook that while the Asian financial crisis -- itself 
out? 

THE PRESIDENT: Well, I don't think -- no, I don't think we should 
overlook it. I 

think it ought to prompt us to action. But let's understand why the 
trade deficit is so 

large. The trade deficit is large because we live in an integrated 
global economy, 

and our economy has been strong while the Asian economy has been in 
trouble. 

What does that mean? When their economy is in trouble, the value of 
their 

currency goes down. What does that mean? That means that compared to 
yesterday. if their currency goes down, their money is worth less than 

ours in the 
same amounts. 

That means it becomes their goods that they sell to us become cheaper, 
and it 

means our goods that we would sell to them become more expensive. 
Almost the 

entire increase in the trade deficit is due to the Asian economic 
trouble, which is 

why, since January, I have been saying we should make our proper 
contribution to 

the International Monetary Fund to promote economic reform and 
economic 

recovery in Asia. And the fact that we have not done so is endangering 
the 

livelihood of American farmers and American factory workers because we 



are not 
making the exports -- especially to Asia -- that we otherwise could be 

making if 
those economies were coming back. And a critical part of that is our 

contribution 
to the International Monetary Fund. 

So, we should not ignore it, because, as I said in the State of the 
Union Address 

way back in January, our welfare is tied to the welfare of Asia. We've 
got 16 

million new jobs in the last five and half years, 30 percent of our 
economic growth 

is due to exports. A significant area of export growth has been Asia. 

That's why I worked hard to -- the other big area of real growth has 
been in Latin 

America. And what I've tried to do is to head these things off. You 
may remember 

a couple of years ago when we moved in aggressively to help Mexico 
when their 

economy was in trouble and a lot of people criticized that. But Mexico 
paid back their loan ahead 

of schedule and at profit to the United States. And they are now a 
functioning 

economic partner with us again. That's what we need in Asia. 

So, the American people should be concerned about this, but we should 
know that 

there is a disciplined answer. We need to restore growth in Japan, 
restore growth 

in Asia, and our major goal here for our own action should be to pay 
our fair share 

to the International Monetary Fund so we can support economic 
recovery, so they 

can afford to buy our products, and so there's some greater parity in 
the prices of' 

our products. Meanwhi le, what you see is a product of the strength, 
not the 

weakness, of the American economy. 

Q What do you think of the Speaker's proposal to use this budget 
surplus for big 

tax cuts? 

THE PRESIDENT: I th ink, first of all, let's remember how we got where 
we are. 

We got the strength of our economy to the point where it is now by 
being 

determined to bring down the deficit until we balanced the budget, by 
expanding 

trade to se ll more American products around the world, and by 
investing in 

education. in training, in technology, in scientific research. Those 



are the engines of 
our economic recovery. 

Now, we have not had a balanced budget for 29 years. And now, before 
we've 

had the first year, the first year of a surplus, to be talking about 
spending hundreds 

of billions of dollars on a tax cut based on projected surpluses that 
may or may not 

materialize before we have spent the first dollar to save Social 
Security so that you 

aren't going to have to support your parents in a way that diminishes 
your standard 

of living, I think is a mistake. So I'll go back to my position: I 
think we should save 

Social Security first. Let's show the American people this balanced 
budget. Let's 

show the American people this surplus. Let's try to keep this economy 
going and 

get our growth going, and when we have passed a plan to save Social 
Security, 

let's see what it costs and then make a decision on the tax issue. 

We don't want to count our chickens before they hatch. Now, the end of 
the fiscal 

year here is September 30th. And it's now projected that we'll have a 
$63-bi llion 

surplus, and I earnestly hope we do. But it wouldn't do any harm to 
rack one up 

before we start spending it. We had 29 years of deficits. Between 1981 
and 1983 

in 12 years alone, we increased by four times the total debt of the 
United States. 

We quadrupled the debt of the United States in 12 years that we had 
amassed in 

the previous 200. It won't do us any harm to take one year and enjoy 
the fact that 

we've balanced our books, ran up a surplus and planned to save Social 
Security. 

That will not do us any harm. It will keep our economy stronger and 
it's better for 

America's future. 

Thank you very much. (Applause.) 
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REMARKS BY THE PRESIDENT 
AT GIRLS NATION EVENT 

Room 450, Old Executive Office Building 
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THE PRESIDENT: Thank you very much. I think I should 
take Janet Murguia with me wherever I go to always introduce me. 
(Laughter.) I think she's a great advertisement for Girls' Nation. 
And someday before long, a number of you will have these 
opportunities as well. 

I'd like to welcome your President, Alana Aldag and your 



Vice President, Jennifer Hall and thank Diane Duscheck and Barbara 
Kranig and the other members of the American Legion Auxiliary for 
what they do for Girls' Nation. I hope you've had a very good week 
in Washington. Some of you may know that, this week, these two days 
here. the 35th reunion class of my Boys' Nation group is also meeting 
here. 1 happened to turn on the television last night to see that 
Ted Koppel on Nightline was doing a two-day review of it. And l 
thought to myself, it wasn't all that long ago, but all of us are 
aging rather gracefully. (Laughter.) 

Let me say to all of you, the people I met then, many of 
whom have been my friends over all these 35 years, made me believe 
that anything was possible. President Kennedy spoke to us and made 
me bel ieve that, together, we could change the world. I think that 
is certainly no less true for you and your generation because you 
will live in the time of greatest possibility in all human history. 

If you think of the revolutionary changes that have 
taken place just in the course of your still relatively short 
lifetimes, the Cold War cast a shadow over my childhood -- it has 
ended -- technology has advanced at a breathtaking pace, 
fundamentally altering the way all of us live and work and learn. 
A typical laptop computer today has more computer power in it than 
the world's largest supercomputer did in the year you were born. 

Many of the barriers that kept women from making the 
most of their potential and contributing their talents to our society 
have fallen away. Yesterday, the First Lady was up in New York 
commemorating the 150th anniversary of Elizabeth Kady Stanton and 68 
other women and 32 brave men gathering in New York with their 
statement of sentiments, with their 18 objections against men in 
America, which included the fact that they did not have the right to 
own property; even the clothes married women had on their backs 
belonged to their husbands 150 years ago. They couldn't inherit, 
they didn't vote. And what a long way we have come in the last 150 
years and in your lifetime. 

1 met my wife in law school when it was still a 
relatively unusual thing to find a law school with any significant 
number of women in it. Today, a lawyer in America is 12 times more 
li kely to be a woman than a lawyer was in 1963 when I came to Boys' 
Nation. 

Women are earning more college degrees than men, they 
outnumber men in graduate school. Women-owned businesses are growing 

faster than the national economy. Forty-one percent of our 
administration's appointees, including the Secretary of State, the 
Secretary of Health and Human Services, the Attorney General, the 
Director of the Environmental Protection Agency, the Secretary of 
Labor, our Trade Ambassador and many others are women -- by far the 
highest percentage of women in high positions in any administration 



in the history of the United States. 

I look forward to the day when I read in the newspaper 
that America's new President has invited her own Girls' Nation 
reunion class back to the White House to gather. 

In the meantime, we need to be working together to 
strengthen our country for this new century, because it is a time of 
dramatic change. Five and half years ago, I came here to move 
America in a new direction based on our old values of opportunity for 
all, responsibility from al I, in an American community of all 
citizens. We took a new direction in economic policy and education 
policy and environmental policy, in wel fare policy, in health care 
policy, in crime policy and foreign policy. We also articulated a 
new role for government. We tried to break through the debate that 
had then dominated Washington for nearly 20 years, some people saying 
government could solve all our problems and others saying government 
was the source of all of our problems. I had been a governor for a 
dozen years and I thought the argument was frankly ridiculous. I 
thought that neither extreme was true. 

We have sought to create a government whose primary ro le 
is to create the conditions and give people the tools to solve their 
own problems and make the most of their own lives and build good 
lives, good families, good communities and a strong country. The 
results have been, I think, quite good. Amer ica has the lowest crime 
rate in 25 years, the lowest unemployment rate in 28 years, the 
smallest percentage of people on welfare in 29 years. 

We're about to have our first balanced budget and 
surplus in 29 years; the lowest inflation rate in 32 years and the 
highest homeownership in the history of the country. We have also 
opened the doors of college to virtually every A merican through our 
Hope Scholarships and other tax credits for college education, 
through a better student loan program, through more work-study 
positions and more Pell Grant scholarships. 

We have added 5 million people who are children to the 
ranks of people w ith health insurance who are in the process of doing 
that. We have the highest rates of childhood immunization in 
history. We have worked hard on the environment and the water is 
cleaner, the air is cleaner, the food is safer. There are fewer 
toxic waste dumps and we have put more land aside to preserve forever 
than any administration in the history except those of the two 
Roosevelts. 

We started the AmeriCorps program and now have had 
almost I 00,000 young people, like you, just a little older than you 
serving in their communities, earning money for college, making 
America a better place. With our.America Reads program alone, which 
is designed to get young college students to go in and help make sure 
all of our third graders can read independently by the end of the 
third grade, we now have 1,000 colleges participating. 



While all this has happened, we've actually reduced the 
size of government. The federal government is now the smallest it 
has been since I came here to meet President Kennedy 35 years ago. 
So I believe that this country is moving in the right direction. 

Now, I think one of the great decisions facing the 
American people now is what to do about this. I like the fact that 
there is a good sense of well-being in America. I like the fact 
that, after over 20 years of downhill movement, public confidence in 
government and the role of government in our lives is going back up 
again. I like that very much. But I feel very strongly, and I 
predict that if you just read the paper, I think you can see, I 
think, support from my point of view that is a grave mistake to say, 
"Okay, things are go ing well in America and we don't need to do much, 
we should relax now." Why? For two reasons. One is, you will see, 
the older you get, no condition lasts forever. The good times don't 
last for ever but neither do the bad ones -- and that's the good 
news. (Laughter.) 

Secondly, we are living in a very dynamic time. We are 
enjoying the success that we are enjoying today partly because the 
American people have been very aggressive, because, you know, we live 
in a country where citizens deserve most of the credit. What we have 
done to get these impressive numbers again is to create the right 
conditions, the right environment, the right incentives for the 
American then to take advantage of it and go forward. But we have to 
-- this is a very dynamic time. And there are all kinds of 
difficulties and challenges out there. 

So, for America to sit back now would be a great 
mistake. When times are good, but dynamic, that's the time to bear 
down, to take on the big challenges, the long-term challenges, the 
things that will affect your lifetime when you begin to have 
children, and you begin to do your work, and you begin to take full 
responsibility for the welfare of the country. What are those 
things? Let me just mention a few of them. 

Number one, I am the oldest of the baby boomers, the 
largest generation of young people ever in -- to grow up, except the 
generation of which you are the oldest. That is, we -- for the last 
year, for the first time since I was in high school, we had a bigger 
group of children in kindergarten through 12th grade than the baby 
boom generation. Now, what does that mean? It means, among other 
things, that if we continue to retire at present trends and the birth 
rates continue as they are, and the immigration rates continue as 
they are, by the time al I of our baby boomers retire, we'll only have 
about two people working for every one person eligible for Social 
Security. And that is unsustainable -- Medicare would be 
unsustainable. 

So what's the answer? The answer is to find a way to 
preserve these fundamental programs that have lifted the elderly out 
of poverty and given dignity and strength to our professed family 
values in a way that docs not bankrupt our children and 



grandchildren. Everybody I know my age is obsessed with the idea 
that we must not have the cost of our retirement be lowering your 
standard of living, be undermining your ability to raise your own 
children. 

Now, if we're going to have a surplus, we ought to make 
sure we've got a long-term plan to save Social Security before we 
squander that surplus on lax cuts, which may be very popular in the 
short-run, but which may leave us with a terrible problem that will 
cost us a lot more lhan you could ever get in a small tax cut by the 
time you have to be taking responsibility for your parents' 
retirements and your children's education. And we should do it now 
when times are good and we're projecting a surplus. 

Number two. We should recognize that while we have the 
best system of higher education in the world, no one believes our 
schools are yet the best in the world. And we should take advantage 
of this moment to make sure all American young people have access to 
world-class education with higher standards, with technology that 
hooks up every American classroom to the Internet and all the riches 
that it holds by the year 2000, with smaller classes and with more 
access to more constructive choices through things like the charter 
school movement, which is very prominent in many of your states. 

Number three, we should recognize that the environmental 
challenges we have are real and global. If there is anybody here 
from Florida -- and I'm sure there is -- if you -- all the rest of us 
have been watching those tires, I went down and saw -- flew over 
those areas that have been burned up. Florida had the wettest fall 
and winter than they had ever had, they had the driest spring they 
had ever had, and then the month of June in Florida was the hottest 
month in the history of the state, hotter than any July or August; 
and in Florida. that's saying something. 

There is ample evidence now that what my wonderful Vice 
President has been saying for years and years and years is true: 
that the cl imate of the globe is warming at a rate which is 
unsustainable, which wi ll lead us to more extreme weather conditions. 
We now have records going back over 500 years which we can use to 
measure what the temperature was on this planet. The five hottest 
years ever recorded have been in the 1990s. Nineteen ninety-seven 
was the hottest year on record, 1998 is going to be hotter if it 
continues. 

A big parl of the problem is the way countries get rich 
with their use or energy. We have to prove -- and by the way, we can 
prove -- that we can grow the economy and improve the environment at 
the same time. The young people of this country, without regard to 
their other differences or region and political party and philosophy, 
by and large arc much more committed to this proposition than older 
people are. Young people -- I find even young people in grade school 
are just instinctive environmentalists. We are depending on you to 
provide the phalanx of brainpower and voting power to move America to 
the proposition that we can preserve our environment and grow the 



economy. 

Next, ,, e have lo prove that we can bring the benefits of 
this new economy to people who don't have it yet. Believe it or not, 
there are still some urban neighborhoods that have unemployment rates 
above IO percc11t some above 15 percent, while the national 
unemployment :-ate is below 5 percent. If you talk to the delegates 
here from Noni , Dakota where they're having a col lapse of farm prices 
in the aftermath or a terrible, terrible set of natural disasters all 
through the high plains. it's hard -- you could walk down the street 
in a lot of towns in North Dakota and they would have a hard time 
believing we've g0t the strongest economy in a generation. 

If any of you ha ve ever been on a Native American 
reservation that doesn't have a lot of money from gaming enterprises, 
you know that there arc still an awful lot of the first Americans who 
have received no tangible benefit from this economic growth. Now 
that the economy is strong, we should be working to implement 
strategies that ,, ill bring this growth to them to make sure that all 
Americans feel that they're a part of our future. 

Just two 1:1ore things, quickly. Over the long run, we 
have got to pro,·e that we can be one America. I like it -- I look 
around this roo111. I see all or you come from different racial and 
ethnic and religious backgrounds. That's a great, great advantage to 
America in a glohal society, a global economy. Look around the world 
at all of the problems we have that are based on racial, ethnic and 
religious differences. Why did those three little children have to 
die in that tireb()rnb in Ireland a few days ago? Because somebody 
just cannot give up the idea that they ought to fight until the end 
of time over tla·ir religious differences. 

Why ca 11 we 1101 achieve a lasting peace in the Middle 
East? What is ,11 1he root or the problem in Bosnia, in Kosovo? Why 
did hundreds ol thousands of people die in Rwanda in a matter of days 
in 1994? All o,e: 1he world you see this. If America wants to do 
good in a world like that. we must be good at home. We must be able 
to live in all of our communities like you're working and living 
together here. ,\nd you can lead the way on that. 

It is w r:-, imponant that we continue, finally, to be 
engaged in thl' wurld . That's why I went to China, even though some 
people said I sho1ildn't -- not because we agree with everything the 
Chinese do, but because we respect the progress they have made in the 
last several years and because they are going to be the biggest 
country in the world, and it is much better if we work them to try to 
build the kind 01· -.,orld we want than if we're forced into a situation 
of continuous C\ n, ll ict and estrangement. And I feel a moral 
obligation to you :ind your future and your children to try to create 
that kind of work!. But lirst, the power of the American example is 
important, and ) ou must never forget that. 

Now. a~a inst that background, you need to evaluate 
everything wc'rl' doing here. How are we doing to keep America 



working today. or arc \\ C dealing with the long-term challenges of the 
country? Ever) i -.;!->ue should be evaluated in that context. 

One ot' the things that's most troubling to me is that we 
have the best lw alth care in the world but we don't have the best 
health care S) sh:m in the world, and we don't have the healthiest 
people in the \\ ,)rid. partly because of institutional problems. One 
we've been talking about is the necessity to pass the Patient's Bill 
of Rights so we get the benefit of managed care without the burden of 
having accountant!. make decisions doctors should make in the medical 
area. 

A nother big prob lem we have -- it's probably the most 
prominent health problem your generation faces is the problem of -­
epidemic of tc1:n -.making. w ith 3,000 young people starting to smoke 
every day -- I .( ,OU will have their lives shortened as a result of it. 
M ore people Ji.: 1'1om smoking than accidents and murders and AIDS, and 
other unrelated m,tlad ies put together in this country. So it is a 
very, very serious problem. 

I have been work ing very hard now for a long time to 
pass legislat ion that "' i 11 ra isc the price of cigarettes, give the 
FDA the authority to regulate tobacco as a drug, stop the marketing 
of cigarettes to teenagers. launch new anti-smoking research and 
education drives. protect the tobacco farmers and their communities, 
and use the 111011e~ to pay for health care and medical research, 
education and chilJ care. and any tax cuts that the Congress wanted 
to pass, so it d idn't affect our surplus and our commitment to save 
Social Security . 

Now. r,gl 1t no,,, our legislative dr ive has been stalled 
in the face of a $4 0-m i II ion advertising campaign by the tobacco 
companies that ha!-> been unanswered by the public health advocates 
because the) Jc,n t have that kind o f money. But the facts are clear, 
and if we keep work ing. I think we w ill prevail on the issue. Why? 
Well , the main reason is the evidence that the tobacco companies 
themselves have given us about the dangers of smoking and their 
strategy. We no,, have. as a result of all these lawsuits, internal 
tobacco company documents that show that even as they publicly denied 
that nicotine \ \ : i s uddict ivc. they conducted secret research in their 
labs, devised ~ecrct marketing strategies in their boardrooms to 
addict chi ldren to !illlOking for life, and they knew exactly what they 
were doing. 

Ho,, do,, e know it? Again, look at the documents that 
they, themsc lw-;. have produced in the court cases. These documents 
tell us in the tohn..:eo companies' own words how children and 
minorities became the pr imary targets they saw as new customers. 
There are memos admilling in plain English, for example, quote, "The 
base ofour business is the high school student." Memos saying, 
quote, "Creal ing ,1 lhd in the 14- to 20-year-old market can be a 
great bonanza. " And even as they insisted that young people are off 
limits for advcni~ing, one company document from 1984 recommended 
targeting youn~cr :1dult smokers as the only source of replacement 



smokers in the !t11urc, while children are the future of America, not 
the future of the t,Jbacw companies -- and that future should not go 
up in smoke. 

These tlo,:umenls contain a treasure trove of information 
that can be u~ed \.l save Ii ves. Public health experts can design 
more effective :111 ti-s1n0king strategies by study ing the marketing 
plans of the cigJrc.:ttc e\l111panies. Scientists can look to documents 
for findings that c-an aid their research into nicotine addiction and 
tobacco-relat.:d illncss.:s. And all A mericans can understand the role 
the industry ha~ played in hooking our children to the habit of 
smoking. 

There arc tens or millions o f pages of these documents. 
While some ci1· .h :111 are already on the Internet, most are stored in 
depositories ,tll an\)Ss our nation and as far away as England. They 
aren't easy to !i:id. Sn I've decided to use this moment with you to 
show you one 1:1i11:,1, th:ll the President can do w ith executive authority 
that has noth ing [,) do wi th legislative action in Congress. I am 
directing the St·crctnr") or Hea lth and Human Services to report back 
to me in 90 <.Lt )!"> with a plan to make these documents more accessible 
to all A meric.ins, so a1 :ybody that can get on the Internet can get 
them all and can undcrslancl them all. 

The ph,n slloul<I include a strategy for indexing them and 
for making that i1 ,dcx widely available through both the Internet and 
other method.-;. It should also have a strategy for broad and rigorous 
analysis of the i11 for111ation contained in all these documents. I 'm 
also pleased tlw l :ltc 1\ltorncy General w ill file a brief in support 
of the State 0U.t1innes1>ta's efforts to make the tobacco industry's 
own current ly l'.'xist ing index to all of these millions of documents 
available to tile gc11cral publ ic. 

We 111u~t lirt tile vei l of secrecy on the tobacco industry 
so that all Americans 1111ders1and that there is an epidemic of teen 
smoking and ho\,, it came about. Let us use the darkest secrets of the 
industry to save a new generation of children from this habit and to 
help us fight uncl ., in. 

This ad111i1iistration and many of our nation's leaders are 
working to make :-.ure that this challenge, along w ith these larger, 
longer-term ch,d kngcs that I've mentioned - - education, climate 
change, Socii,I Sc-curity -- do not become intractable problems of your 
future. I don't w,:lll your generation of A mericans to have to face a 
problem like th<.' magnitude of the deficit that I faced here when we 
took office. 

I can td I ) ou I hat the tougher problems are, the harder 
the resolution i~ ,;ml the morl! controversial the resolution is, and 
the more painl"t1I 11:c price to pay is. We had to make a lot of tough 
decisions in 19<)3 to gd that deficit under control, and a lot of 
brave members or Congress lost their seats in Congress because they 
voted for an l·co,wm ic program in 1993, the benefits of which were not 
apparent in I 994 ,~ hen they were up. But when we got ready to pass 



the Balanced Budget Act in 1997 on a bipartisan basis, guess what? 
Over 92 percent or the deficit had already disappeared because of 
what had been done in 1993. 

The best thing l<)r a smart country to do is to take 
these challenges when they come up and deal w ith them quickly, 
looking to thL: l\lng run, not waiting for those things to fester and 
become infected and become a wound in the nation's psyche. That is 
what we're trying to do here. 

That's wh) I think programs like G irls' Nation are so 
important -- bccau-..c they en list people in the work of citizenship as 
a disciplined habi t. not as something that you think about when an 
emergency comes along. I hope you wi ll be able to do that to your 
friends and your neighbors and your family members when you go home. 

I hope you wi l l always continue now to help raise 
awareness or the issues you care about and propose solutions to them. 
J hope you wi ll always continue to lobby your elected leaders and to 
participate unti I you become one. Our democracy is on ly as strong as 
its citizens. Think about this when you go home: Our founders did a 
revolutionary thing -- they created a whole country based on the 
idea, at the t ime towlly unheard of, that God gave every person an 
equal portion -- every person an equal portion the right to life, 
l iberty and the pursu it o r happiness. They say, we've got to create 
this government because there's no way we can individually protect 
and enhance thl'sc rights. T hat's why we're doing this. 

And then they gave us -- all of us -- every A merican 
until time immemorial. a mission: They said, "We must work together 
to form a more perlcct Union." They were really smart, those guys. 
They were really smart. They understood that every generation would 
have its own cha I lcnges. They understood the work of liberty would 
never be over. They understood all that. They understood it all. 
And they gave us a permanent mission. A nd keep in mind, they created 
a limited govcrn111cn1 which means that in this country, the most 
important player:. will always be the citizens. As great as the 
leaders are and all the monuments you've seen to our great leaders 
around this city since you've been here this week, none of them could 
have accomplished anything if the people hadn't said, okay, we agree; 
we'll do our part. 

So, again. I say. you've had a remarkable opportunity 
this week to learn more about how your country works. You have, 
yourselves, been g.\)Od citizen-servants by doing it. You've had a 
chance to mani lest your love in America and your belief in A merica. 
For the rest of you1· Ii re. I hope you'll do what you can to make our 
Union more perfect. Good luck and God bless you. (Applause.) T hank 
you. 

Now. I'm _just going to go sign this order and J'm going 
to ask your President and Vice President to stand with me, and then 



I'm going to turn tltc rn icrophone over to them. Come on. 

Q Mr. J>,csiclcnt, do you think that the court ruling 
can --

THE PRI '.SI DENT: I'll answer questions, but let's do -­
let us finish the program and then I'll answer a few questions. 
That'll be fun fo r them: they' ll see a little press conference here. 
(Laughter.) 

Okay, you've gnt the floor. 

MS. /\ IH, UI/\ : Mr. President, we are absolutely thrilled 
and honored that ~ 0 c1 chose to take the time from your highly 
demanding schedul<: 10 meet with us today. And on behalf of Girls' 
Nation. I'd just likt: 10 present th is small token of our 
appreciation. (A prc~entation is made.) (Laughter and applause.) 

THE PRESIDENT: That's wonderfu l. Thank you. 

MS. Al~G Ul.1\: Mr. President, distinguished Senators, 
lad ies and gentlemen. It is my honor as the President of the 1998 
Girls' Nation Scs:-.ion to present to you the legislation that the 
Senate of the 1998 (J irls' Nation has passed. It represents a wide 
variety of issues in many of our states. 

Mr. PrcsiJc111 . 

THE PRl:SIDENT: This is the largest legislative package 
that's passed in Washington so far this week. (Laughter.) And I 
thank you very much. (Applause.) 

Thank you. I" ill have our people review this for good 
ideas. (Laughter.) 

Now, g\) ahead. Helen, first -- we'll take two or three 
questions. Go ahead. 

Q Well. do you think that the court rulings are 
jeopardizing the duties of the Secret Service? 

THC PRl ·:Sll)ENT: Well, they believe -- that is, the 
Treasury Department and the Secret Service, based on their experience 
not just with me, but with all the Presidents, in the institutional 
memory of the Secret Service -- they believe that. And so, they are 
determined to pursue it and the Attorney General has agreed to 
represent them in that. But that is their professional judgment. J 
have decided that it "<Hild be inappropriate for me to express an 
opinion and ! have not done so. And I believe that 1 should stay out 
of it. But they have a very strong professional opinion about it and 
they are pursuing it. 



Q But you have an opinion, surely. 

THE PR[SI OENT: I do have an opinion. I have an 
opinion. I have a legal opinion and I have a personal opinion, but I 
think that's it nor -- I think it's important, and I think it would 
be completely inappropriate for me to be involved in this. I want 
the American pcopk 10 understand that, notwithstanding what some 
have said, and others have implied, this was a decision that came out 
of the Secret Service about which they feel very strongly. And these 
people risk their lives to protect me and other Presidents in a 
professional way. 1101 a political way. They have strong convictions. 
They have mani fcstcd those convictions. The Attorney General has 
determined that there is sufficient legal merit in their position 
that they ought to be rcpresented, and they are pursuing their case, 
which they have a right to do. I believe that they should speak for 
themselves and I should not interject myself into it. 

Q Mr. President, I wonder if you could respond to the 
ruling yesterday by the Appeals Court, and specifically the opinion 
of one judge when he said that the White House had effectively 
declared war on the Independent Counsel --

THE PIU~SI DENT: I think you have to consider the source 
of that comment. .\nd that is simply not true. The judge should -­
can have a right lo his legal opinion about what the Treasury 
Department and tile Justice Department said, but I have told you that 
this case is about tlwir professional judgment about what's necessary 
to do their job. And I have not -- neither I nor the White House has 
been involved in it in any way, shape, or form -- nor will we, nor 
will I complicate it by commenting further on what he said. 

Q But in a larger sense, you don't believe that the 
White House is --

THE PRl·:S IDF.NT: Well, in a larger sense, lam spoken for 
on that by Mr. Kendall. I think the facts speak for themselves. I 
think -- again. I say you've got to consider the source of that 
comment. 

MR. MCCU RRY: Last question. 

Q Mr. President, the trade deficit in May was up 
around $15 bi llion. /\re you willing to overlook that while the Asian 
financial crisis -- itsc lr out? 

THE PRl :SIDENT: Well, I don't think-- no, I don't think 
we should overlook ii. I think it ought to prompt us to action. But 
let's understand why tht.: trade deficit is so large. The trade 
deficit is large becaus<.: we live in an integrated global economy, and 
our economy has been strong while the Asian economy has been in 
trouble. What docs thm mean? When their economy is in trouble, the 
value of thei r currency goes down. What does that mean? That means 
that compared tu )'t:sterclay. if their currency goes down, their money 
is worth less than ours in the same amounts. 



That means it becomes their goods that they sell to us 
become cheaper, and it means our goods that we would sell to them 
become more expensive. Almost the entire increase in the trade 
deficit is due to the Asian economic trouble, which is why, since 
January, I have been say ing we should make our proper contribution to 
the International Monetary Fund to promote economic reform and 
economic recovery in /\sia. And the fact that we have not done so is 
endangering the livelihood of American farmers and American factory 
workers because we arc nol making the exports -- especially to 
Asia -- that we otherwise cou ld be making if those economies were 
coming back. /\ nd a critical part of that is our contribution to the 
International Monetary Fund. 

So, we should not ignore it, because, as I said in the 
State of the Union /\ddrcss way back in January, our welfare is tied 
to the welfare of Asia. We've got 16 million new jobs in the last 
five and hair years. 30 rerccnt of our economic growth is due to 
exports. A significant area of export growth has been Asia. 

That's why I "orked hard to -- the other big area of 
real growth has been in Latin America. And what I've tried to do is 
to head these things off. You may remember a couple of years ago 
when we moved in aggressively to help Mexico when their economy was 
in trouble and a Int or people criticized that. But Mexico paid back 
their loan ahead or sched ule and at profit to the United States. And 
they are now a li.111ct ioning economic partner with us again. That's 
what we need in Asia. 

So, the American people should be concerned about this, 
but we should know that there is a disciplined answer. We need to 
restore growth in Japan. restore growth in Asia, and our major goal 
here for our own action should be to pay our fair share to the 
International Monetary Fund so we can support economic recovery, so 
they can afford to buy our products, and so there's some greater 
parity in the prices or our products. Meanwhile, what you see is a 
product of the strength. not the weakness, of the American economy. 

Q What do you think of the Speaker's proposal to use 
this budget surplus lor big tax cuts? 

THE PRCSIDFNT: I think, first of all, let's remember 
how we got where we are. We got the strength of our economy to the 
point where it is n0w by being determined to bring down the deficit 
until we balanced the budget, by expanding trade to sell more 
American products arou nd the world, and by investing in education, in 
training, in technology, in scientific research. Those are the 
engines of our (;COnornic recovery. 

Now, we have not had a balanced budget for 29 years. 
And now, before we've had the first year, the first year of a 
surplus, to be talking about spending hundreds of bi ll ions of dollars 
on a tax cut based on rrojected surpluses that may or may not 
material ize before we have spent the first dollar to save Social 



Security so that you aren't going to have to support your parents in 
a way that diminishes your standard of living, I think is a mistake. 
So I'll go back to my position: I think we should save Social 
Security first. Let's show the American people this balanced budget. 
Let's show the American people this surplus. Let's try to keep this 
economy going and get our growth going, and when we have passed a 
plan to save Social Security. let's see what it costs and then make a 
decision on the ta:x issue. 

We don't want to count our chickens before they hatch. 
Now, the end or tile fiscal year here is September 30th. And it's now 
projected thar ,, e'II have a $63-billion surplus, and I earnestly hope 
we do. But it \\Ouldn't cJo any harm to rack one up before we start 
spending it. We had 29 years of deficits. Between 1981 and 1983 in 
12 years alone, we incrcascJ by four times the total debt of the 
United States. We quadrupled the debt of the United States in 12 
years that we had amassed in the previous 200. It won't do us any 
harm to take one year and enjoy the fact that we've balanced our 
books, ran up a surplus and planned to save Social Security. That 
will not do us any harm. It will keep our economy stronger and it's 
better for America's l'uture. 

Thank you very much. (Applause.) 

END 
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THE PRESIDENT: Thank you very much. I think I should 
take Janet Murguia with me wherever I go to always introduce me. 
(Laughter.) I think she's a great advertisement for Girls' Nation. 
And someday before long, a number of you will have these 
opportunities as wel l. 

I'd like to welcome your President, Alana Aldag and your 



Vice President, Jennifer Hall and thank Diane Duscheck and Barbara 
Kranig and the other members of the American Legion Auxiliary for 
what they do for Girls' Nation. I hope you've had a very good week 
in Washington. Some of you may know that, this week, these two days 
here, the 35th reunion class of my Boys' Nation group is also meeting 
here. I happened to turn on the television last night to see that 
Ted Koppel on Nightline was doing a two-day review of it. And I 
thought to myself, it wasn't all that long ago, but all of us are 
aging rather gracefully. (Laughter.) 

Let me say to al I of you, the people I met then, many of 
whom have been my friends over all these 35 years, made me believe 
that anything was possible. President Kennedy spoke to us and made 
me believe that, together, we could change the world. I think that 
is certainly no less true for you and your generation because you 
will li ve in the time of greatest possibility in all human history. 

If you think of the revolutionary changes that have 
taken rlace just in the course of your still relatively short 
lifetimes, the Cold War cast a shadow over my childhood -- it has 
ended -- technology has advanced at a breathtaking pace, 
fundamentally altering the way all of us live and work and learn. 
A typical laptop computer today has more computer power in it than 
the world's largest supercomputer did in the year you were born. 

Many of the barriers that kept women from making the 
most of their potential and contributing their talents to our society 
have fa llen away. Yesterday, the First Lady was up in New York 
commemorating the 150th anniversary of Elizabeth Kady Stanton and 68 
other women and 32 brave men gathering in New York with their 
statement of sentiments, with their 18 objections against men in 
America, which included the fact that they did not have the right to 
own property; even the clothes married women had on their backs 
belonged to their husbands 150 years ago. They couldn't inherit, 
they didn't vote. And what a long way we have come in the last 150 
years and in your lifetime. 

I met my wife in law school when it was still a 
relatively unusual thing to find a law school with any significant 
number of women in it. Today, a lawyer in America is 12 times more 
likely to be a woman than a lawyer was in 1963 when I came to Boys' 
Nation. 

Women are earning more college degrees than men, they 
outnumber men in graduate school. Women-owned businesses are growing 

faster than the national economy. Forty-one percent of our 
administration's appointees, including the Secretary of State, the 
Secretary of Health and Human Services, the Attorney General, the 
Director of the Environmental Protection Agency, the Secretary of 
Labor, our Trade Ambassador and many others are women -- by far the 
highest percentage of women in high positions in any administration 



in the history of the United States. 

I look forward to the day when I read in the newspaper 
that America's new President has invited her own Girls' Nation 
reunion class back to the White House to gather. 

In the meantime, we need to be working together to 
strengthen our country for this new century, because it is a time of 
dramatic change. Five and half years ago, I came here to move 
America in a new direction based on our old values of opportunity for 
all, responsibility from all, in an American community of all 
citizens. We took a new direction in economic policy and education 
policy and environmental policy, in welfare policy, in health care 
policy, in crime policy and fore ign pol icy. We also articulated a 
new role for government. We tried to break through the debate that 
had then dominated Washington for nearly 20 years, some people saying 
government could solve all our problems and others saying government 
was the source of all of our problems. I had been a governor for a 
dozen years and I thought the argument was frankly ridiculous. I 
thought that neither extreme was true. 

We have sought to create a government whose primary role 
is to create the conditions and give people the tools to solve their 
own problems and make the most of their own lives and build good 
lives, good families, good communities and a strong country. The 
results have been, I think, quite good. America has the lowest crime 
rate in 2S years, the lowest unemployment rate in 28 years, the 
smallest percentage or people on welfare in 29 years. 

We're about to have our first balanced budget and 
surplus in 29 years; the lowest inflation rate in 32 years and the 
highest homeownership in the history of the country. We have also 
opened the doors of college to virtually every American through our 
Hope Scholarships and other tax credits for college education, 
through a better student loan program, through more work-study 
positions and more Pell Grant scholarships. 

We have added S million people who are children to the 
ranks of people with health insurance who are in the process of doing 
that. We have the highest rates of childhood immunization in 
history. We have worked hard on the environment and the water is 
cleaner, the air is cleaner, the food is safer. There are fewer 
toxic waste dumps and we have put more land aside to preserve forever 
than any administration in the history except those of the two 
Roosevelts. 

We started the AmeriCorps program and now have had 
almost I 00,000 young people, like you, just a little older than you 
serving in their communities, earn ing money for college, making 
America a better place. With our America Reads program alone, which 
is designed to get young college students to go in and help make sure 
all of our third graders can read independently by the end of the 
third grade, we now have 1,000 colleges participating. 



While all this has happened, we've actually reduced the 
size of government. The federal government is now the smallest it 
has been since I came here to meet President Kennedy 35 years ago. 
So I believe that this country is moving in the right direction. 

Now, I think one of the great decisions facing the 
American people now is what to do about this. 1 like the fact that 
there is a good sense of well-being in America. I like the fact 
that, after over 20 years of downhill movement, public confidence in 
government and the role of government in our lives is going back up 
again. I like that very much. But I feel very strongly, and 1 
predict that if you just read the paper, I think you can see, I 
think, support from my point of view that is a grave mistake to say, 
"Okay. things are going well in America and we don't need to do much, 
we should relax now." Why? For two reasons. One is, you will see, 
the older you get, no condition lasts forever. The good times don't 
last for ever but neither do the bad ones -- and that's the good 
news. (Laughter.) 

Secondly, we are living in a very dynamic time. We are 
enjoying the success that we are enjoying today partly because the 
American people have been very aggressive, because, you know, we live 
in a country where citizens deserve most of the credit. What we have 
done to get these impressive numbers again is to create the right 
conditions. the right environment, the right incentives for the 
American then to take advantage of it and go forward. But we have to 
-- this is a very dynamic time. And there are all kinds of 
difficulties and challenges out there. 

So, for America to sit back now would be a great 
mistake. When times are good, but dynamic, that's the time to bear 
down, to take on the big challenges, the long-term challenges, the 
things that will affect your lifetime when you begin to have 
children, and you begin to do your work, and you begin to take full 
responsibility for the welfare of the country. What are those 
things? Let me just mention a few of them. 

Number one, I am the oldest of the baby boomers, the 
largest generation of young people ever in -- to grow up, except the 
generation of which you are the oldest. That is, we -- for the last 
year, for the first time since I was in high school, we had a bigger 
group of children in kindergarten through 12th grade than the baby 
boom generation. No,\ , what does that mean? It means, among other 
things, that if we continue to retire at present trends and the birth 
rates continue as they are, and the immigration rates continue as 
they are, by the time al I of our baby boomers retire, we'll only have 
about two people working for every one person eligible for Social 
Security. And that is unsustainable -- Medicare would be 
unsustainable. 

So what's the answer? The answer is to find a way to 
preserve these fundamental programs that have lifted the elderly out 
of poverty and given dignity and strength to our professed family 
values in a way that docs not bankrupt our children and 



grandchildren. Everyh,ldy I know my age is obsessed with the idea 
that we must not have the cost of our retirement be lowering your 
standard of living, be undermin ing your ability to raise your own 
children. 

Now, if we're going to have a surplus, we ought to make 
sure we've got a long-term plan to save Social Security before we 
squander that surplus on tax cuts, which may be very popular in the 
short-run, but which may leave us with a terrible problem that will 
cost us a lot more than you could ever get in a small tax cut by the 
time you have to be taking responsibility for your parents' 
retirements and your children's education. And we should do it now 
when times are good and we're projecting a surplus. 

Number two. \Ve should recognize that while we have the 
best system of higher education in the world, no one believes our 
schools are yet the best in the world. And we should take advantage 
of this moment to make sure all American young people have access to 
world-class education with higher standards, with technology that 
hooks up every American classroom to the Internet and all the riches 
that it holds by the year 2000, with smaller classes and with more 
access to nH)re constructive choices through things like the charter 
school movement, which is very prominent in many of your states. 

Number three. we should recognize that the environmental 
challenges we have arc real and global. If there is anybody here 
from Florida -- and 1'111 sure there is -- if you -- all the rest of us 
have been watching tlh1se fires, I went down and saw -- flew over 
those areas that have bL"en burned up. Florida had the wettest fal l 
and winter than they hud ever had, they had the driest spring they 
had ever had, and then the month of June in Florida was the hottest 
month in the history or the state, hotter than any July or August; 
and in Florida, that's saying something. 

There is ampll: evidence now that what my wonderful Vice 
President has been saying for years and years and years is true: 
that the climate of the globe is warming at a rate which is 
unsustainable, which " ill lead us to more extreme weather conditions. 
We now have records going back over 500 years which we can use to 
measure what the tem p...:rature was on this planet. The five hottest 
years ever recorded ha, c been in the 1990s. Nineteen ninety-seven 
was the hottest year on record. 1998 is going to be hotter if it 
continues. 

A big part of ti 1e problem is the way countries get rich 
with their use of energy. We have to prove -- and by the way, we can 
prove -- that we can grow the economy and improve the environment at 
the same time. The y011ng people of this country, without regard to 
their other differences of region and political party and philosophy, 
by and large are much more committed to this proposition than older 
people arc, Young p(;uple -- I find even young people in grade school 
are just instinctive ell\· ironmental ists. We are depending on you to 
provide the phalanx or brainpower and voting power to move America to 
the proposition that we can preserve our environment and grow the 



economy. 

Next, we have to prove that we can bring the benefits of 
this new economy to people who don't have it yet. Believe it or not, 
there are st i 11 some urban neighborhoods that have unemployment rates 
above IO percent, some above 15 percent, while the national 
unemployment rate is below 5 percent. ff you talk to the delegates 
here from North Dakota where they're having a collapse of farm prices 
in the aftermath of a terrible, terrible set of natural disasters all 
through the high plains. it's hard -- you could walk down the street 
in a lot or towns in North Dakota and they would have a hard time 
believing we've got the strongest economy in a generation. 

Ir any of you have ever been on a Native American 
reservation that doesn't have a lot of money from gaming enterprises, 
you know that there a1T still an awful lot of the first Americans who 
have received no tangible benefit from this economic growth. Now 
that the economy is strong, we should be working to implement 
strategies that wi ll bring this growth to them to make sure that all 
Americans feel that thcy're a part of our future. 

Just two more things, quickly. Over the long run, we 
have got to prove that we can be one America. I like it -- I look 
around th is room, I sec all of you come from different racial and 
ethnic and religious backgrounds. That's a great, great advantage to 
America in a global society, a global economy. Look around the world 
at all of thc problems we have that are based on racial, ethnic and 
religious di l'ferences. \.Vhy did those three little children have to 
die in that l'i rebomb in Ireland a few days ago? Because somebody 
just cannot give up the idea that they ought to fight until the end 
of time owr their religious differences. 

Why can we not achieve a lasting peace in the Middle 
East? What is at the root or the problem in Bosnia, in Kosovo? Why 
did hundreds of thou!-iands of people die in Rwanda in a matter of days 
in 1994? /\ II over the world you see this. If America wants to do 
good in a world like that, we must be good at home. We must be able 
to live in all ofour communities like you're working and living 
together hcre. And you can lead the way on that. 

It is very important that we continue, finally, to be 
engaged in the world. That's why I went to China, even though some 
people said I shouldn't -- not because we agree with everything the 
Chinese do. but because we respect the progress they have made in the 
last several years and because they are going to be the biggest 
country in the world, a11d it is much better ifwe work them to try to 
build the kind of world we want than if we're forced into a situation 
of continuous conflict and estrangement. And I feel a moral 
obligation to you and your future and your children to try to create 
that kind 0 1· world. But first, the power of the American example is 
important. and you mu!>l never forget that. 

Now, against that background, you need to eva1uate 
everything we're doing here. How are we doing to keep America 



working today, or are we dealing with the long-term challenges of the 
country? !•:very issue )hould be evaluated in that context. 

One of the th ings that's most troubling to me is that we 
have the bt.:st health care in the world but we don't have the best 
health can.: system in the world, and we don't have the healthiest 
people in the world, pnrt ly because of institutional problems. One 
we've been talking about is the necessity to pass the Patient's Bill 
of Rights so we get the benefit of managed care without the burden of 
having accountants make decisions doctors should make in the medical 
area. 

Another big problem we have -- it's probably the most 
prominent health prob km your generation faces is the problem of -­
epidemic of teen smoking, with 3,000 young people starting to smoke 
every day -- 1,000 wi II have their lives shortened as a result of it. 
More people die from smoking than accidents and murders and AIDS, and 
other unrelated maladies put together in this country. So it is a 
very, very serious problem. 

I have been wurk ing very hard now for a long time to 
pass legislation that wi II raise the price of cigarettes, give the 
FDA the authority to regulate tobacco as a drug, stop the marketing 
of cigarettes to teenagers. launch new anti-smoking research and 
education drives, protcct the tobacco farmers and their communities, 
and use the money to pay fo r health care and medical research, 
education and child c:m;. and any tax cuts that the Congress wanted 
to pass, so it didn't af'lcct our surplus and our commitment to save 
Social Security. 

Now, right now, our legislative drive has been stalled 
in the face of a $40-million advertising campaign by the tobacco 
companies that has lx:cn unanswered by the public health advocates 
because they don't havl' that kind of money. But the facts are clear, 
and ifwe keep working. I think we will prevail on the issue. Why? 
Well, the main reason is the evidence that the tobacco companies 
themselves have give11 us about the dangers of smoking and their 
strategy. We now have.;. as a result of all these lawsuits, internal 
tobacco company don1111ents that show that even as they publicly denied 
that nicotine was add ictive. they conducted secret research in their 
labs, devised secret marketing strategies in their boardrooms to 
addict children to smoking fo r life, and they knew exactly what they 
were doing. 

How do we know it? Again, look at the documents that 
they, themselves, have produced in the court cases. These documents 
tell us in the tobacco companies' own words how children and 
minorities became the primary targets they saw as new customers. 
There are memos admitting in plain English, for example, quote, "The 
base of our business is the high school student." Memos saying, 
quote, "Creating a lad in the 14- to 20-year-old market can be a 
great bonanza." And even as they insisted that young people are off 
limits for advertising. one company document from l 984 recommended 
targeting younger adult smokers as the only source of replacement 



smokers in the future. while chi ldren are the future of America, not 
the future of the tobacco companies -- and that future should not go 
up in smoke. 

These documents contain a treasure trove of informat ion 
that can be used to savt· li ves. Public health experts can design 
more effective ant i-smnk ing strategies by studying the marketing 
plans of the cigarl' tlc rnrnpanies. Scientists can look to documents 
for findin gs that c:111 aid their research into nicotine addiction and 
tobacco-related illn ·sscs. And al l Americans can understand the role 
the industry has pbycd in hooking our children to the habit of 
smoking. 

There are tens of millions of pages of these documents. 
While some of them arc already on the Internet, most are stored in 
depositories all across our nation and as far away as England. They 
aren't easy to find. So I've decided to use this moment with you to 
show you one thing th:11 the President can do with executive authority 
that has nothing t \1 do with legislative action in Congress. r am 
directing the SecrL·tury or I lealth and Human Services to report back 
to me in 90 days with a plan to make these documents more accessible 
to all Americans, so anybody that can get on the lnternet can get 
them all and can understand them all. 

The plan should include a strategy for indexing them and 
for making that index widely available through both the Internet and 
other methods. It should also have a strategy for broad and rigorous 
analysis or the informnt ion contained in all these documents. I'm 
also pleased that the /\ llnrncy General will file a brief in support 
of the State of Minnesota's efforts to make the tobacco industry's 
own currently existing index to al l of these millions of documents 
available to the general publ ic. 

We must !iii the veil of secrecy on the tobacco industry 
so that al l Americans understand that there is an epidemic of teen 
smoking and how it came about. Let us use the darkest secrets of the 
industry ro save a new generation of children from this habit and to 
help us tight and win. 

This admi nistration and many of our nation's leaders are 
working to make sure that this challenge, along with these larger, 
longer-term cha! lenges that I've mentioned -- education, climate 
change, Social Security -- do not become intractable problems of your 
future. I don't want your generation of Americans to have to face a 
problem like the 111:ignitude of the deficit that I faced here when we 
took office. 

I can tell you that the tougher problems are, the harder 
the resolution is and the more controversial the resolution is, and 
the more painful the price to pay is. We had to make a lot oftough 
decisions in 1993 lo get that defici t under control, and a lot of 
brave members or Congress lost their seats in Congress because they 
voted for an economic program in 1993, the benefits of which were not 
apparent in 1994 when thc_v were up. But when we got ready to pass 



the Balanced £3udgel /\ct in 1997 on a bipartisan basis, guess w hat? 
Over 92 percent or the <le licit had already disappeared because of 

what had been done in 1993. 

The best thing lor a smart country to do is to take 
these challenges when they come up and deal w ith them quickly, 
looking to the long run . not waiting for those things to fester and 
become infected and become a wound in the nation's psyche. That is 
what we're trying to do here. 

That's why I think programs like G irls' Nation are so 
impo11ant -- because they en I ist people in the work of citizenship as 
a disciplined habit, not as something that you think about when an 
emergency comes along. I hope you w ill be able to do that to your 
friends and your neighbors and your family members w hen you go home. 

I hope you wil l always cont inue now to help raise 
awareness of the issues you care about and propose solutions to them. 
1 hope you will always con tinue to lobby your elected leaders and to 
participate until you become one. Our democracy is only as strong as 
its citizens. Think about this when you go home: Our founders did a 
revolutionary thing -- they created a whole country based on the 
idea, at the time tota lly unheard of, that God gave every person an 
equal portion -- every per::,on an equal portion the right to life, 
liberty and the pursu it or happiness. They say, we've got to create 
this government bccau~.e there's no way we can individually protect 
and enhance these riglm. That's why we're doing this. 

And then they ga vc us -- al 1 of us -- every A merican 
until time immemorial, a mission: They said, "We must work together 
to form a more pcrlh:t Union." T hey were really smart, those guys. 
T hey were reall y smart. They understood that every generation would 
have its own cha llenges. T hey understood the work of liberty would 
never be over. Thl.!y understood all that. They understood it all. 
A nd they gave ti!-. a permanent mission. A nd keep in mind, they created 
a limited government " hich means that in this country, the most 
important players w ill always be the citizens. As great as the 
leaders are and all the monuments you've seen to our great leaders 
around this city since) 0u've been here this week, none of them could 
have accomplished anything if the people hadn't said, okay, we agree; 

we'll do our part. 

So, again, I sa) , you've had a remarkable opportunity 
this week to learn more nbout how your country works. You have, 
yourselves, been good citi1en-servants by doing it. You've had a 
chance to manifest your love in A merica and your belief in America. 
For the rest of your Ii re. I hope you'll do what you can to make our 
Union more perfect. Good luck and God bless you. (Applause.) Thank 

you. 

Now, I'm _just going to go sign this order and I 'm going 
to ask your Presiurnt a11d Vic.:c President to stand with me, and then 



I'm going to turn the microphone over to them. Come on. 

Q Mr. President. do you think that the court ruling 
can --

THE PRl:S IDl ·NT: I'll answer questions, but let's do -­
let us tinish the progra1n and then I'll answer a few questions. 
That'll be fun for them: th~y' II see a little press conference here. 
(Laughter.) 

Okay, you've g \)t 1he floor. 

MS. ARGUI/\ : Mr. President, we are absolutely thrilled 
and honored that you chusc 10 take the time from your highly 
demanding schedule to meet with us today. And on behalf of Girls' 
Nation, I'd just like 10 present this small token of our 
appreciation. (t\ presentat ion is made.) (Laughter and applause.) 

THE PRl:SIDl ·:NT: That's wonderful. Thank you. 

MS. AR C1U IA: fvlr. President, distinguished Senators, 
ladies and gentkrnen. It i:, my honor as the President of the 1998 
Girls' Nation Session tu present to you the legislation that the 
Senate of the 1998 Girls' Nation has passed. It represents a wide 
variety of issues in many or our states. 

Mr. Pre-;idem. 

THE Pl{l·:SI DLNT: This is the largest legislative package 
that's passed in \Vashi ng.t(,n so far this week. (Laughter.) And I 
thank you very 111 uch. 1 Applause.) 

Thank )OU. I will have our people review th is for good 
ideas. (Laughter.) 

Now, go ahead. I lelen, first -- we'll take two or three 
questions. Go ahead. 

Q Well, do you think that the court rulings are 
jeopardizing the duties or the Secret Service? 

THE PRl ~S IDI NT: Well, they believe -- that is, the 
Treasury Department and the Secret Service, based on their experience 
not just with me. bm with al I the Presidents, in the institutional 
memory of the Sec rel Service -- they believe that. And so, they are 
determined to pursue it a11d the Attorney General has agreed to 
represent them in that. n ut that is their professional judgment. l 
have decided that it would be inappropriate for me to express an 
opinion and I have 1101 J one so. And I believe that I should stay out 
of it. F3ut they have a ver) strong professional opinion about it and 
they are pursuing it. 



Q But you lrnvc an opinion, surely. 

THE PRESIDl:NT: I do have an opinion. I have an 
opinion. I have a legal opinion and I have a personal opinion, but I 
think that's it not -- I think it's important, and L think it would 
be completely inappro1\ri:1te fo r me to be involved in this. I want 
the American people t(l understand that, notwithstanding what some 
have said, and oLhcrs h:1w implied, this was a decision that came out 
of the Secret Service abouL which they feel very strongly. And these 
people risk their lives Lo protect me and other Presidents in a 
professional way. not a political way. They have strong convictions. 
They have mani fested those convictions. The Attorney General has 
determined that thc.: re is su l'ticient legal merit in their position 
that they ought to be rqm:sented, and they are pursuing their case, 
which they have a righ1 to do. I believe that they should speak for 
themsdves and I :;hould nut inte1ject myself into it. 

Q Mr. President. I wonder if you could respond to the 
ruling yesterday hy the Appeals Court, and specifically the opinion 
of one judge when he :-.:t id that the White House had effectively 
declared war on the Independent Counsel --

THE PRESIDI NI': I think you have to consider the source 
of that comment. And that is simply not true. The judge should -­
can have a right tu his kg.al opinion about what the Treasury 
Department and the .lusLicc Department said, but I have told you that 
this case is about their pro rcssional judgment about what's necessary 
to do their job. /\ nd I have not -- neither I nor the White House has 
been involved in it in any way, shape, or form -- nor will we, nor 
will I complicate it by vommcnting further on what he said. 

Q But in a la1gcr sense, you don't believe that the 
White House is --

THE PRESIDI NT: Well, in a larger sense, I am spoken for 
on that by Mr. Kendall. I think the facts speak for themselves. l 
think -- again, I say yot, \ c got to consider the source of that 
comment. 

MR. MCCURI, Y: Last question. 

Q Mr. Presick:nt, the trade deficit in May was up 
around $15 billion. An;) ou willing to overlook that while the Asian 
financial crisis-- itse ll .Hit'? 

THE PRl:SID!·NT: Well, I don't think-- no, I don't think 
we should overlook it, I 1h ink it ought to prompt us to action. But 
let's understand why thi.: trnde deficit is so large. The trade 
deficit is large because we li ve in an integrated global economy, and 
our economy has been :,lrong whi le the Asian economy has been in 
trouble. What does thm mean? When their economy is in trouble, the 
value of their currency goes down. What does that mean? That means 
that compared to ycste:·,iay. i r their currency goes down, their money 
is worth less than ours in the same amounts. 



That means it bet·omcs their goods that they sell to us 
become cheaper, and i1 means our goods that we would sell to them 
become more expcnsi, ...:. !\ I most the entire increase in the trade 
deficit is due to the As::111 economic trouble, which is why, since 
January, I have been s,1v ing we should make our proper contribution to 
the International Monetary Fund to promote economic reform and 
economic recovery in ,\sia. And the fact that we have not done so is 
endangering the livelihnod or American farmers and American factory 
workers because we al'l' not making the exports -- especially to 
Asia -- that we otherw i:-.e cou ld be making if those economies were 
coming back. And a cr·i tical part of that is our contribution to the 
International Monctar) Fund. 

So, we should 1101 ignore it, because, as I said in the 
State of the Unio11 Adl1:c:-.:s way back in January, our welfare is tied 
to the welfare of' /\sia. \\·e'vc got 16 million new jobs in the last 
five and half years. 30 percent of our economic growth is due to 
exports. A signi fieanl ,1 rca or export growth has been Asia. 

That's why I \.\ orkcd hard to -- the other big area of 
real growth has been i11 IJalin America. And what I've tried to do is 
to head these things ofl . You may remember a couple of years ago 
when we moved in agg:cssively to help Mexico when their economy was 
in trouble and a lot of people criticized that. But Mexico paid back 
their loan ahead ol'sch. dule and at profit to the United States. And 
they are now a functio11 i11g economic partner with us again. That's 
what we need in .'\sia. 

So, the American people should be concerned about this, 
but we should know lh ,?t 1here is a disciplined answer. We need to 
restore growth in Japan. restore growth in Asia, and our major goal 
here for our own action should be to pay our fair share to the 
International Monctar') hind so we can support economic recovery, so 
they can afford to buy our products, and so there's some greater 
parity in the prices of o..ir products. Meanwhile, what you see is a 
product of the strength. mlt the weakness, of the American economy. 

Q What do you think of the Speaker's proposal to use 
this budget surplus fo r hig tax cuts? 

THE PRl::SIDl ·NT: I think, first of all, let's remember 
how we got where we arc. We got the strength of our economy to the 
point where it is now b~' being determined to bring down the deficit 
until we balanced the budget. by expanding trade to sell more 
American products around the world, and by investing in education, in 
training, in technology. in scientific research. Those are the 
engines of our econorn ic recovery. 

Now, we have 1101 had a balanced budget for 29 years. 
And now, before we'w lwd the first year, the first year of a 
surplus, to be talking at•out spending hundreds of billions of dollars 
on a tax cut based on pr o_jectcd surpluses that may or may not 
materialize before we k1vc spent the first dollar to save Social 



Security so that you ar : 11'1 going to have to support your parents in 
a way that diminishes . our standard of living, I think is a mistake. 
So I'll go back to my r, !>it ion: I think we should save Social 
Security first. Let's sh 1\\ the American people this balanced budget. 
Let's show the Americ.111 people this surplus. Let's try to keep this 
economy going and get our growth going, and when we have passed a 
plan to save Social Six urity. let's see what it costs and then make a 
dec ision on the ta:-: issu..:. 

We don't want \0 count our chickens before they hatch. 
Now, the end of the fo ud ye.tr here is September 30th. And it's now 
projected that we'll ha• 1.' :i $63-bill ion surplus, and I earnestly hope 
we do. But it wouldn't .In any harm to rack one up before we start 
spending it. We had 2 ) ) car:-. of deficits. Between 1981 and 1983 in 
12 years alone, we inc ca-,cd by four times the total debt of the 
United States. We qrn:drnplcc.l the debt of the United States in 12 
years that we had ama .... ;l.!d in the previous 200. It won't do us any 
harm to take one year .i 1d enj oy the fact that we've balanced our 
books, ran up a surpllh anc.l rlanned to save Social Security. That 
will not do us any ha,'111. It,.,, i ll keep our economy stronger and it's 
better for America's 111 ,.irc. 

Thank you vc1 , 11H11.:i1 . (Applause.) 

END 
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THE PRESIDENT: Thank you very much. I think l should 
take Janet Murguia with me wherever l go to always introduce me. 



(Laughter.) I think she's a great advertisement for Girls' Nation. 
And someday before long, a number of you will have these 
opportunities as well. 

I'd like to welcome your President, Alana Aldag and your 
Vice President, Jennifer Hall and thank Diane Duscheck and Barbara 
Kranig and the other members of the American Legion Auxiliary for 
what they do for Girls' Nation. I hope you've had a very good week 
in Washington. Some of you may know that, this week, these two days 
here. the 35th reunion class of my Boys' Nation group is also meeting 
here. I happened to turn on the television last night to see that 
Ted Koppel on Nightline was doing a two-day review of it. And I 
thought to myself, it wasn't all that long ago, but all of us are 
aging rather gracefully. (Laughter.) 

Let me say to all of you, the people I met then, many of 
whom have been my friends over all these 35 years, made me believe 
that anything was possible. President Kennedy spoke to us and made 
me believe that, together, we could change the world. I think that 
is certainly no less true for you and your generation because you 
will live in the time of greatest possibility in all human history. 

Ir you think of the revolutionary changes that have 
taken place just in the course of your still relatively short 
lifetimes, the Cold War cast a shadow over my childhood -- it has 
ended -- technology has advanced at a breathtaking pace, 
fundamentally altering the way all of us live and work and learn. 
A typical laptop computer today has more computer power in it than 
the world's largest supercomputer did in the year you were born. 

Many of the barriers that kept women from making the 
most of their potential and contributing their talents to our society 
have fallen away. Yesterday, the First Lady was up in New York 
commemorating the 150th anniversary of Elizabeth Kady Stanton and 68 
other women and 32 brave men gathering in New York with their 
statement of sentiments, with their 18 objections against men in 
America, which included the fact that they did not have the right to 
own property; even the clothes married women had on their backs 
belonged to their husbands 150 years ago. They couldn't inherit, 
they didn't vote. And what a long way we have come in the last J 50 
years and in your lifetime. 

I met my wife in law school when it was still a 
relatively unusual thing to find a law school with any significant 
number of women in it. Today, a lawyer in America is I 2 times more 
likely to be a woman than a lawyer was in 1963 when r came to Boys' 
Nation. 

Women are earning more college degrees than men, they 
outnumber men in graduate school. Women-owned businesses are growing 

faster than the national economy. Forty-one percent of our 
administration's appointees, including the Secretary of State, the 



Secretary of Health and Human Services, the Attorney General, the 
Director of the Environmental Protection Agency, the Secretary of 
Labor, our Trade Ambassador and many others are women -- by far the 
highest percentage of women in high positions in any administration 
in the history of the United States. 

I look forward to the day when I read in the newspaper 
that America's new President has invited her own Girls' Nation 
reunion class back to the White House to gather. 

In the meantime, we need to be working together to 
strengthen our country for this new century, because it is a time of 
dramatic change. Five and half years ago, l came here to move 
America in a new direction based on our old values of opportunity for 
all, responsibility from all, in an American community of all 
citizens. We took a new direction in economic policy and education 
polic~ and environmental policy, in welfare policy, in health care 
polic). in crime policy and foreign policy. We also articulated a 
new role for government. We tried to break through the debate that 
had then dominated Washington for nearly 20 years, some people saying 
government could solve all our problems and others saying government 
was the source of all of our problems. l had been a governor for a 
dozen years and I thought the argument was frankly ridiculous. I 
thought that neither extreme was true. 

We have sought to create a government whose primary role 
is to create the conditions and give people the tools to solve their 
own rroblems and make the most of their own lives and build good 
lives. good families, good communities and a strong country. The 
results have been, I think. quite good. America has the lowest crime 
rate in 25 years, the lowest unemployment rate in 28 years, the 
smallest percentage of people on welfare in 29 years. 

We're about to have our first balanced budget and 
surplus in 29 years; the lowest inflation rate in 32 years and the 
highest homeownership in the history of the country. We have also 
opened the doors of college to virtually every American through our 
Hope Scholarships and other tax credits for college education, 
through a better student loan program, through more work-study 
positions and more Pell Grant scholarships. 

We have added 5 million people who are children to the 
ranks of people with health insurance who are in the process of doing 
that. We have the highest rates of childhood immunization in 
history. We have worked hard on the environment and the water is 
cleaner. the air is cleaner, the food is safer. There are fewer 
toxic waste dumps and we have put more land aside to preserve forever 
than any administration in the history except those of the two 
Roosevelts. 

We started the AmeriCorps program and now have had 
almost I 00,000 young people, I ike you, just a little older than you 
serving in their communities, earning money for college, making 
America a better place. With our America Reads program alone, which 



is designed to get young college students to go in and help make sure 
all of our third graders can read independently by the end of the 
third grade, we now have 1,000 colleges participating. 

Whi le all this has happened, we've actually reduced the 
size or government. The federal government is now the smallest it 
has been since I came here to meet President Kennedy 35 years ago. 
So I believe that this country is moving in the right direction. 

Now. I think one of the great decisions facing the 
American people now is what lo do about this. I like the fact that 
there is a good sense of well-being in America. I like the fact 
that, after over 20 years of downhill movement, publ ic confidence in 
government and the role of government in our lives is going back up 
again. I like that very much. But I feel very strongly, and I 
predict that if you j ust read the paper, I think you can see, I 
think. support from my point of view that is a grave mistake to say, 
"Okay, things are going well in America and we don't need to do much, 
we should relax now." Why? For two reasons. One is, you will see, 
the older you get, no condition lasts forever. The good times don't 
last for ever but neither do the bad ones -- and that's the good 
news. (Laughter.) 

Secondly. we are living in a very dynamic time. We are 
enjoyi ng the success that we are enjoying today partly because the 
American people have been very aggressive, because, you know, we live 
in a country where citizens deserve most of the credit. What we have 
done to get these impressive numbers again is to create the right 
conditions, the right environment, the right incentives for the 
American then 10 take advantage of it and go forward. But we have to 
-- this is aver) dynamic time. And there are all kinds of 
difficulties and challenges out there. 

So, for America to sit back now would be a great 
mistake. When times are good, but dynamic, that's the time to bear 
down. to take on the big challenges, the long-term challenges, the 
things that will affect your lifetime when you begin to have 
children, and you begin to do your work, and you begin to take full 
responsibility lor the we lfare of the country. What are those 
thing~? Let me just mention a few of them. 

Number one, I am the oldest of the baby boomers, the 
largest generation of young people ever in -- to grow up, except the 
generation of" hich you are the oldest. That is, we -- for the last 
year. for the first time since I was in high school, we had a bigger 
group of children in kindergarten through 12th grade than the baby 
boom generation. Now, what does that mean? It means, among other 
things. that if we continue to retire at present trends and the birth 
rates continue :is they are. and the immigration rates continue as 
they are, by the time all of our baby boomers retire, we'll only have 
about two people working for every one person eligible for Social 
Security. And that is unsustainable -- Medicare would be 
unsustainable. 



So what's the answer? The answer is to find a way to 
preserve these fundamental programs that have lifted the elderly out 
of poverty and given dignity and strength to our professed fam ily 
values in a way that does not bankrupt our children and 
grandchildren. Everybody I know my age is obsessed with the idea 
that we must not have the cost of our retirement be lowering your 
standard of li ving, be undermining your ability to raise your own 
children. 

Now, if we're going to have a surplus, we ought to make 
sure we've got a long-term plan to save Social Security before we 
squander that surplus on tax cuts, which may be very popular in the 
short-run, but which may leave us with a terrible problem that will 
cost us a lot mt)re than you could ever get in a small tax cut by the 
time you have 10 be taking responsibility for your parents' 
retirements anti your children's education. And we should do it now 
when times arc good and we're projecting a surplus. 

Number two. We should recognize that whi le we have the 
best system of higher education in the world, no one believes our 
schools are yd the best in the world. And we should take advantage 
of this moment to make sure til l American young people have access to 
world-class education with higher standards, with technology that 
hooks up every American classroom to the [nternet and all the riches 
that it holds b) the year 2000, with smaller classes and with more 
access to more constructive choices through things like the charter 
school movement, which is very prominent in many of your states. 

Number three, we should recognize that the environmental 
chal lenges we have are real and global. If there is anybody here 
from Florida -- and I'm sure there is -- if you -- all the rest of us 
have been wat~hing those fires, I went down and saw -- flew over 
those areas that have been burned up. Florida had the wettest fall 
and winter than they had ever had, they had the driest spring they 
had ever had, and then the month of June in Florida was the hottest 
month in the history of the state, hotter than any July or August; 
and in Florida, that's saying something. 

There is am ple evidence now that what my wonderful Vice 
President has been saying for years and years and years is true: 
that the climal~ of the globe is warming at a rate which is 
unsustainable. which wil l lead us to more extreme weather conditions. 
We now have records going back over 500 years which we can use to 
measure what the temperature was on this planet. The five hottest 
years ever recorded have been in the 1990s. Nineteen ninety-seven 
was the hottest year on record. 1998 is going to be hotter if it 
continues. 

/\ big part of the problem is the way countries get rich 
with their use of energy. We have to prove -- and by the way, we can 
prove -- that we can grow the economy and improve the environment at 
the same time. The young people of this country, without regard to 
their other difforences of region and political party and philosophy, 
by and large are much more committed to this proposition than older 



people are. Young people -- I find even young people in grade school 
are just instinclive environmentalists. We are depending on you to 
provide the phalanx of brainpower and voting power to move America to 
the proposition that we can preserve our environment and grow the 
economy. 

Next, we have to prove that we can bring the benefits of 
this new economy to people who don't have it yet. Believe it or not, 
there are still some urban neighborhoods that have unemployment rates 
above 10 percent, some above 15 percent, while the national 
unem ployment rate is below 5 percent. If you talk to the delegates 
here from Nonh Dakota where they're having a collapse of farm prices 
in the afterma1 h of a terrible, terrible set of natural disasters all 
through the high plains. it's hard -- you could walk down the street 
in a lot of towns in North Dakota and they would have a hard time 
believing we've got the strongest economy in a generation. 

Ir any of y1>u have ever been on a Native American 
reservation that doesn't have a lot of money from gaming enterprises, 
you know that there are still an awful lot of the first Americans who 
have received no tangible bendit from this economic growth. Now 
that the economy is strong, we should be working to implement 
strategies that will bring this growth to them to make sure that all 
Americans fee l that they're a part of our future. 

Just two more things, quickly. Over the long run, we 
have got to prclYe that ,, e can be one America. I like it -- I look 
around this room, I see all of' you come from different racial and 
ethnic and religious backgrounds. That's a great, great advantage to 
America in a global society. a global economy. Look around the world 
at all of the problems W I.! haw that are based on racial, ethnic and 
religious differences. \Vhy did those three little children have to 
die in that firebomb in Ireland a few days ago? Because somebody 
just cannot gh e up the idea that they ought to fight until the end 
of time over their rel igious dilferences. 

Why can we not ach ieve a lasting peace in the Middle 
East? What is at the root of the problem in Bosnia, in Kosovo? Why 
did hundreds of thousands of people die in Rwanda in a matter of days 
in 1994? A II over the world you see this. If America wants to do 
good in a world like that. we must be good at home. We must be able 
to li ve in all or our communities like you're working and living 
together here. And you can kad the way on that. 

It is very important 1hat we continue, finally, to be 
engaged in the world. That's why I went to China, even though some 
people said I shouldn't -- not because we agree with everything the 
Chinese do, but because we respect the progress they have made in the 
last several years and b~causc they are going to be the biggest 
country in the world. and it is much better if we work them to try to 
build the kind of world we v.ant than if we're forced into a situation 
of continuous conflict and estrangement. And I feel a moral 
obligation to you and your future and your children to try to create 
that kind of world. 8 ut first. the power of the American example is 



important. and you must nc\- cr forget that. 

Now, against that background, you need to evaluate 
everything we're doi ng here. How are we doing to keep America 
working today. or arc we dealing with the long-tenn challenges of the 
country? Every issue should be evaluated in that context. 

One of the th ings that's most troubling to me is that we 
have the best health care in the world but we don't have the best 
health care system in the world, and we don't have the healthiest 
people in the world, part ly because of institutional problems. One 
we've been ta lking about is the necessity to pass the Patient's Bill 
of Rights so we get the benelit of managed care without the burden of 
having accountants make decisions doctors should make in the medical 
area. 

Another big problem we have -- it's probably the most 
prominent health problem you r generation faces is the problem of -­
epidemic of teen smoking, with 3,000 young people starting to smoke 
every day -- 1.000 wi 11 have their lives shortened as a result of it. 
More people die from smoking than accidents and murders and AIDS, and 
other unrelated maladies put together in this country. So it is a 
very, very serious problem. 

I have been work ing very hard now for a long time to 
pass legislation that wi 11 ra isc the price of cigarettes, give the 
FDA the authority to regulate tobacco as a drug, stop the marketing 
of cigarettes to teenagers, launch new anti-smoking research and 
education drives, protect the tobacco farmers and their communities, 
and use the money to pay fo r health care and medical research, 
education and child care, and any tax cuts that the Congress wanted 
to pass, so it didn't atfoct our surplus and our commitment to save 
Social Security. 

Now. right now, our legislative drive has been stalled 
in the face of a $40-mil lion advertising campaign by the tobacco 
companies that has been unanswered by the public health advocates 
because they don't have that kind of money. But the facts are clear, 
and ifwe keep working. I th ink we will prevail on the issue. Why? 
Well. the main reason is the evidence that the tobacco companies 
themselves have given us about the dangers of smoking and their 
strategy. We now have. as a result of all these lawsuits, internal 
tobacco company documents that show that even as they publicly denied 
that nicotine was add ictive. they conducted secret research in their 
labs, devised secret marketing strategies in their boardrooms to 
addict children to smoking for life, and they knew exactly what they 
were doing. 

How do we kno\,\ it? /\gain, look at the documents that 
they, themselves, have prodw.:ed in the court cases. These documents 
tell us in the tobacco companies' own words how children and 
minorities became the primary targets they saw as new customers. 
There are memos admitting in plain English, for example, quote, "The 
base of our business is the high school student." Memos saying, 



quote, "Creating a fad in the 14- to 20-year-old market can be a 
great bonanza." And even as !hey insisted that young people are off 
limits for advertising, one company document from 1984 recommended 
targeting younger adult smokers as the only source of replacement 
smokers in the future. while chi ldren are the future of America, not 
the future of the tobacco companies -- and that future should not go 
up in smoke. 

These documents contain a treasure trove of information 
that can be used to save li ves. Public health experts can design 
more effective anti-smoking st rategies by studying the marketing 
plans of the cigarette companies. Scientists can look to documents 
for findings that can aid their research into nicotine addiction and 
tobacco-related illnesses. And all Americans can understand the role 
the industry has played in hooking our children to the habit of 
smoking. 

There are tens of millions of pages of these documents. 
While some of them arc already on the Internet, most are stored in 
depositories all across our nation and as far away as England. They 
aren't easy to find. So I've decided to use this moment with you to 
show you one thing that the President can do with executive authority 
that has nothing to do with legislative action in Congress. I am 
directing the Secretary of Health and Human Services to report back 
to me in 90 days with a plan to make these documents more accessible 
to all Americans, so anybody that can get on the Internet can get 
them all and can understand them all. 

The plan should include a strategy for indexing them and 
for making that index widely available through both the Internet and 
other methods. It should also have a strategy for broad and rigorous 
analysis o l" the in format ion contained in all these documents. I'm 
also pleased that the Attorney General will fi le a brief in support 
of the State of Minnesota's efforts to make the tobacco industry's 
own currently existing index to all of these millions of documents 
available to the general public. 

We must lift the \'eil of secrecy on the tobacco industry 
so that all Americans understand that there is an epidemic of teen 
smoking and how it came about. Let us use the darkest secrets of the 
industry to save a new generation of children from this habit and to 
help us tight and win. 

This administration and many of our nation's leaders are 
working to make sure that thi s challenge, along with these larger, 
longer-term challenges that I' ve mentioned -- education, climate 
change, Social Security -- do not become intractable problems of your 
future. I don't want your generation of Americans to have to face a 
problem like the magnitude ol' the deficit that I faced here when we 
took office. 

I can tell you that the tougher problems are, the harder 
the resolution is and the more controversial the resolution is, and 
the more painful the price to pay is. We had to make a lot of tough 



decisions in 1993 to gel that deficit under control, and a lot of 
brave mern bers of Congress lost their seats in Congress because they 
voted for an economic program in 1993, the benefits of which were not 
apparent in 1994 when they were up. But when we got ready to pass 
the Balanced Budget Act in 1997 on a bipartisan basis, guess what? 
Over 92 percent of the deficit had already disappeared because of 
what had been done in 1993. 

The best thing for a smart country to do is to take 
these challenges when they come up and deal with them quickly , 
looking to the long run, not\\ aiting for those things to fester and 
become infected and become a wound in the nation's psyche. T hat is 
what we're try ing to do here. 

That's why I think programs like Girls' Nation are so 
important -- because they enlist people in the work of citizenship as 
a disciplined habit, m>t as something that you think about when an 
emergency comes along. I hope you will be able to do that to your 
friends and your neighbors and your family members when you go home. 

I hope you will always continue now to help raise 
awareness of the issues you care about and propose solutions to them. 
l hope you ,,viii always continue to lobby your elected leaders and to 
participate until you become one. Our democracy is only as strong as 
its citizens. Think about this when you go home: Our founders did a 
revolutionary thing -- they created a whole country based on the 
idea, at the t ime totally unheard of, that God gave every person an 
equal portion -- every person an equal portion the right to life, 
l iberty and the pursuit or happiness. They say, we've got to create 
this government becau~c there's no way we can individually protect 
and enhance these rig.ht~. That's why we're doing this. 

And then they gave us -- all of us -- every A merican 
until time immemorial, a mission: They said, "We must work together 
to form a more perfect Union." They were really smart, those guys. 
They were really smart. The) understood that every generation would 
have its own challenge~. They understood the work of liberty would 
never be over. They understood all that. They understood it all. 
And they gave us a permanent mission. And keep in mind, they created 
a limited government " hich means that in this country, the most 
important players will always be the citizens. As great as the 
leaders are and all the monuments you've seen to our great leaders 
around this city since you've been here this week, none of them could 
have accomplished anyth ing ir the people hadn't said, okay, we agree; 
we'll do our part. 

So, again, I say, you've had a remarkable opportunity 
th is week 10 learn more about how your country works. You have, 
yourselves, been good citizen-servants by doing it. You've had a 
chance to manifest your love in America and your bel ief in America. 
For the rest of your li fo. I hope you'll do what you can to make our 
Union more perfect. Gl>Od luck and God bless you. (Applause.) Thank 
you. 



Now, I'm just going to go sign this order and I'm going 
to ask your President and Vice President to stand with me, and then 
J'rn go ing to turn the microphone over to them. Corne on. 

Q Mr. President. do you think that the court ruling 
can --

THE PR ESIDENT: I' ll answer questions, but let's do--
let us finish the program and then I'll answer a few questions. 
That'll be fun for them; they' ll see a little press conference here. 
(Laughter.) 

Okay, you've got th1: tloor. 

MS. ARGUIA: Mr. President, we are absolutely thrilled 
and honored that you chose to take the time from your highly 
demanding schedu le to meet with us today. And on behalf of Girls' 
Nation, I'd just like to present this small token of our 
appreciation. (A presentation is made.) (Laughter and applause.) 

THE PR ES.ID ENT: That's wonderful. Thank you. 

MS. ARGU IA: Mr. President, distinguished Senators, 
ladies and gentlemen. It is my honor as the President of the 1998 
Girls' Nation Session to present to you the legislation that the 
Senate of the 1998 Girl:,;' Nation has passed. It represents a wide 
variety of issues in many of our states. 

Mr. Prc~ident. 

THE PR ES I DENT: This is the largest legislative package 
that's passed in Washington so far this week. (Laughter.) And I 
thank you very much. (,\pplause.) 

Thank you. I will have our people review this for good 
ideas. (Laughter.) 

Now, go ahead. Hekn, first -- we'll take two or three 
questions. (io ahead. 

Q Well. do you think that the court rulings are 
jeopardizing the duties of the Secret Service? 

THE PR ESIDENT: Well, they believe-- that is, the 
Treasury Department and the Secret Service, based on their experience 
not just with me, but with all the Presidents, in the institutional 
memory of the Secret Service -- they believe that. And so, they are 
determined 10 pursue it and the Attorney General has agreed to 
represent them in that. n ut that is their professional judgment. I 
have decided that it would be inappropriate for me to express an 
opinion and I have not done so. And I believe that I should stay out 
of it. But they have a wry strong professional opinion about it and 



they are pursuing it. 

Q But you have an opinion, surely. 

TH E PRESIDENT: 1 do have an opinion. I have an 
opinion. 1 have a legal opinion and I have a personal opinion, but I 
think that's ii not -- I think it's important, and I think it would 
be completdy inappropriate for me to be involved in this. I want 
the Americ,111 people to understand that, notwithstanding what some 
have said. ,111d others have implied, this was a decision that came out 
of the Secret Service about which they feel very strongly. And these 
people risk their lives to protect me and other Presidents in a 
professional way, not a political way. They have strong convictions. 
They have manifested those convictions. The Attorney General has 
determined that there is sufficient legal merit in their position 
that they ought to be represented. and they are pursuing their case, 
which they have a right 10 do. I believe that they should speak for 
themselves and I should not interject myself into it. 

Q Mr. President, I wonder if you could respond to the 
ruling yesll'1·day by the Appeals Court, and specifically the opinion 
of one judg..: when he said that the White House had effectively 
declared w:.r on the Independent Counsel --

THE PRESJDENT: I think you have to consider the source 
of that comment. And that is simply not true. The judge should -­
can have a right to his legal opinion about what the Treasury 
Department and the Justice Department said, but I have told you that 
this case is :,bout their professional judgment about what's necessary 
to do their _job. And I have not -- neither I nor the White House has 
been involved in it in any way, shape, or form -- nor will we, nor 
wi ll I complicate it by commenting further on what he said. 

Q But in a larger sense, you don't believe that the 
White Hou~e is --

THE PI{ESIDENT: Well, in a larger sense, I am spoken for 
on that by tvlr. Kendall. I think the facts speak for themselves. r 
think -- again, I say you've got to consider the source of that 
comment. 

MR. Ml'CURRY: l.asr question. 

Q Mr. 1>resident. rile trade defic it in May was up 
around $15 billion. /\re you will ing to overlook that while the Asian 
financial crisis -- itself out? 

THE P!<ESIDENT: Well. I don't think -- no, I don't think 
we should overlook it, I think it ought to prompt us to action. But 
let's unders1and why the trade deficit is so large. The trade 
deficit is large because we live in an integrated global economy, and 
our economy has been srrong while the Asian economy has been in 
trouble. What does that mean? When their economy is in trouble, the 
value of thl'i r currency goes down. What does that mean? That means 



that compared to yester Jay, i r their currency goes down, their money 
is worth les-; than ours in the same amounts. 

That means it becomes their goods that they sell to us 
become cheaper, and it means our goods that we would sell to them 
become more expensive. A I most the entire increase in the trade 
deficit is due to the Asian et:onomic trouble, which is why, since 
January, I have been sa~ ing we should make our proper contribution to 
the Internat ional M onetary Fund to promote economic reform and 
economic recovery in Asia. J\nd the fact that we have not done so is 
endangering the livelihood of American farmers and American factory 
workers because we arc not making the exports -- especially to 
Asia -- that we otherwi~c could be making if those economies were 
coming back. And a cr,t ical part o f that is our contribution to the 
International M onetary Fund. 

So, we ~hould 110 1 ignore it. because, as I said in the 
State or the Union Address" ay back in January, our welfare is tied 
to the wel fore of Asia. We've got 16 million new j obs in the last 
five and hal r years, 30 percent of our economic growth is due to 
exports. J\ ,;ignificanl area or export growth has been Asia. 

T hat's " hy I worked hard to -- the other big area of 
real growth has been in Latin America. And what I've tried to do is 
to head thc!--c things oIT You may remember a couple of years ago 
when we moved in aggressively to help Mexico when their economy was 
in trouble and a lot or people criticized that. But Mexico paid back 
their loan ahead of sche<lu le and at profit to the United States. And 
they are now a functioning economic partner with us again. That's 
what we need in Asia. 

So, the '\merican people should be concerned about this, 
but we shol'ld know that there is a disciplined answer. We need to 
restore gro" th in Japan. restore growth in Asia, and our major goal 
here for our own action should be to pay our fair share to the 
lnternatio1d M onetary Fund so we can support economic recovery, so 
they can alford 10 buy c·ur products, and so there's some greater 
parity in lhl'. prices or our products. Meanwhile, what you see is a 
product ol' the strength, 1101 the weakness, o f the American economy. 

Q What do you think or the Speaker's proposal to use 
this budget :,urplus for big lax cuts? 

THE PRESIDENT: I think, first of all, let's remember 
how we got where we are. \Ve got the strength of our economy to the 
point where it is now b; being determined to bring down the deficit 
until we b:1l:inced the budget. by expanding trade to sell more 
American products around the world, and by investing in education, in 
training, in technology, in scientific research. Those are the 
engines or our economic recovery. 

Now, "c have not had a balanced budget for 29 years. 
And now. bdore we've had the first year, the first year of a 
surplus, to he talking about spending hundreds of billions of dollars 



on a tax cuI based on projected surpluses that may or may not 
materiali;,c before we have spent the first dollar to save Social 
Security so that you aren't going to have to support your parents in 
a way that diminishes your siandard of living, I think is a mistake. 
So I'll go back to my position: I think we should save Social 
Security lirsl. Let's show the American people this balanced budget. 
Let's sho,v Ihe American people this surplus. Let's try to keep this 
economy going and get our growth going, and when we have passed a 
plan to sa ve Social Security. let's see what it costs and then make a 
decision <111 the tax issue. 

We don't want to count our chickens before they hatch. 
Now, the end of the fiscal year here is September 30th. A nd it's now 
projected 1hat we'll have a $63-bill ion surplus, and I earnestly hope 
we do. But it wouldn't do any harm to rack one up before we start 
spending it. We had 29 years of deficits. Between 198 I and 1983 in 
12 years :done, we increased by four times the total debt of the 
United States. We quadrupled the debt of the United States in 12 
years tha1 "c had amassed in the previous 200. It won't do us any 
harm to Wkl' one year and enjoy the fact that we've balanced our 
books, ran up a surplus and planned to save Social Security. That 
w ill not do us any harm. It " ill keep our economy stronger and it's 
better for America's future. 

Than~ :, uu very much. (Applause.) 
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Tl IE PRESIDENT: Thank you very much. I think I should 
take Janet Murguia with me wherever I go to always introduce me. 
(Laughter.) I think she's a great advertisement for Girls' Nation. 
And someday before long, a number of you will have these 
opportunities as well. 

J'd like to welcome your President, Alana Aldag and your 



Vice President, k nnifer Hall and thank Diane Duscheck and Barbara 
Kranig and the other members of the American Legion Auxiliary for 
what they do for Girls' Nation. I hope you've had a very good week 
in Washington. Some or you may know that, this week, these two days 
here, the 35th reun ion class of my Boys' Nation group is also meeting 
here. I happened to turn on the te levision last night to see that 
Ted Koppel on Nightline was doing a two-day review of it. And I 
thought to myself: it wasn't all that long ago, but all of us are 
aging rather gracefu lly. (Laughter.) 

Lei me say to all of you, the people I met then, many of 
whom have been my friends over all these 35 years, made me believe 
that anything was possible. President Kennedy spoke to us and made 
me believe that, together, we could change the world. I think that 
is certai n I~ no less true for you and your generation because you 
will live in the time of greatest possibility in all human history. 

ll' you think of the revolutionary changes that have 
taken place just in the course of your still relatively short 
lifetimes. the Cold War cast a shadow over my childhood -- it has 
ended -- technology has advanced at a breathtaking pace, 
fundamentally altering the way all of us live and work and learn. 
A typical laptop computer today has more computer power in it than 
the world\ large t supercomputer did in the year you were born. 

Many of the barriers that kept women from making the 
most of their potential and contributing their talents to our society 
have fal len away. Yesterday, the First Lady was up in New York 
commemorating the 150th anniversary of Elizabeth Kady Stanton and 68 
other women and 32 brave men gathering in New York with their 
statement of sentiments, with their 18 objections against men in 
America. which included the fact that they did not have the right to 
own property; even the clothes married women had on their backs 
belonged 10 their husbands I SO years ago. They couldn't inherit, 
they didn't vote. And what a long way we have come in the last 150 
years and in your lifetime. 

I met my wife in law school when it was still a 
relatively unusual th ing to find a law school with any significant 
number or women in it. Today, a lawyer in America is 12 times more 
likely to be a woman than a lawyer was in 1963 when I came to Boys' 
Nation. 

Women are earning more college degrees than men, they 
outn umber men in graduate school. Women-owned businesses are growing 

faster than the nat ional economy. Forty-one percent of our 
adm in istration's appointees, including the Secretary of State, the 
Secretary ,>f Health and Human Services, the Attorney General, the 
Director ol' the Environmental Protection Agency, the Secretary of 
Labor, our Trade Ambassador and many others are women -- by far the 
highest percentage of women in high positions in any administration 



in the history of the United States. 

I look forward to the day when I read in the newspaper 
that A merica's new President has invited her own Girls' Nation 
reunion class back to the White House to gather. 

In the meantime, we need to be working together to 
strengthen our country for this new century, because it is a time of 
dramatic change. Five and half years ago, I came here to move 
A merica in a new direction based on our old values of opportunity for 
all, responsibility from al l, in an A merican community of all 
citizens. \Ve took a new direction in economic policy and education 
policy and environmental policy, in welfare policy, in health care 
policy, in crime policy and foreign policy. We also articulated a 
new role for government. We tried to break through the debate that 
had then dominated Washington for nearly 20 years, some people saying 
government could solve all our problems and others saying government 
was the source or all of our problems. l had been a governor for a 
dozen years and I thought the argument was frankly rid iculous. I 
thought that neither extreme was true. 

\Ve have sought to create a government whose primary role 
is to creall· the conditions and give people the tools to solve their 
own problems and make the most o f their own lives and build good 
l ives, good fam il ies, good communities and a strong country. The 
results have been, I think, quite good. America has the lowest crime 
rate in 25 years, the lowest unemployment rate in 28 years, the 
smallest percentage of people on welfare in 29 years. 

Wt!'re about to have our first balanced budget and 
surplus in 29 years; the lowest inflation rate in 32 years and the 
highest homeownership in the history of the country. We have also 
opened the doors of college to virtually every A merican through our 
Hope Scholarships and other tax credits for college education, 
through a better student loan program, through more work-study 
positions and more Pell Grant scho larships. 

We have added 5 million people w ho are children to the 
ranks of rcoplc with health insurance who are in the process of doing 
that. We have the highest rates of childhood immunization in 
history. We have worked hard on the environment and the water is 
cleaner, the air is cleaner, the food is safer. There are fewer 
toxic waste dumps and we have put more land aside to preserve forever 
than any aJministration in the history except those of the two 
Roosevelts. 

\Ve started the AmeriCorps program and now have had 
almost I 00,000 young people, like you, just a little older than you 
serving in thei r communities, earning money for college, making 
A merica a better place. With our A merica Reads program alone, which 
is designed to get young college students to go in and help make sure 
all of our third graders can read independently by the end of the 
third grade. we now have 1.000 colleges participating. 



While all this has happened, we've actually reduced the 
size of government. The federal government is now the smallest it 
has been since I came here to meet President Kennedy 35 years ago. 
So I believe that this country is moving in the right direction. 

Now. I think one of the great decisions facing the 
American people now is what to do about this. I like the fact that 
there is a good sense of well-being in America. I like the fact 
that, after over 20 years of downhill movement, public confidence in 
government and the role of government in our lives is going back up 
again. I like that very much. But I feel very strongly, and I 
predict that if you just read the paper, I think you can see, I 
think, support from my point of v iew that is a grave mistake to say, 
"Okay, things are going well in America and we don't need to do much, 
we should relax now." Why? For two reasons. One is, you will see, 
the older you get, no condition lasts forever. The good times don't 
last for ever but neither do the bad ones -- and that's the good 
news. (Laughter.) 

Secondly, wc are living in a very dynamic time. We are 
enjoying the success that we are enjoying today partly because the 
American people have been very aggressive, because, you know, we live 
in a country where citizens deserve most of the credit. What we have 
done to get these impressive numbers again is to create the right 
condition!>. the right environment, the right incentives for the 
American then to take advantage of it and go forward. But we have to 
-- this is a very dynamic time. And there are all kinds of 
difficulties and challenges out there. 

So, for America to sit back now would be a great 
mistake. When rimes are good, but dynamic, that's the time to bear 
down, to take on the big challenges, the long-term challenges, the 
things that w ill affect your Ii fet ime when you begin to have 
children, and you begin to do your work, and you begin to take full 
responsibility for the welfare of the country. What are those 
things? Lt:t me just mention a few of them. 

Number one, I am the oldest of the baby boomers, the 
largest generation of young people ever in -- to grow up, except the 
generation of which you are the oldest. That is, we -- for the last 
year, for the first time since I was in high school, we had a bigger 
group of children in kindergarten through 12th grade than the baby 
boom generation. Now, what does that mean? It means, among other 
things, that ifwe continue to reti re at present trends and the birth 
rates continue as they are. and the immigration rates continue as 
they are, by the time all of our baby boomers retire, we'll only have 
about two people working for every one person eligible for Social 
Security. And that is unsustainable -- Medicare would be 
unsustainable. 

Sn what's the answer? The answer is to find a way to 
preserve these fundamental programs that have lifted the elderly out 
of poverty and given dignity and strength to our professed family 
values in n way that does not bankrupt our children and 



grandchi ldren. Everybody I know my age is obsessed with the idea 
that we must not have the cost of our retirement be lowering your 
standard of living, be undermining your ability to raise your own 
children. 

Now, if we're going to have a surplus, we ought to make 
sure we've got a long-term plan to save Social Security before we 
squander that surplus on tax cuts, which may be very popular in the 
short-run, but which may leave us w ith a terrible problem that w ill 
cost us a lot more than you could ever get in a small tax cut by the 
time you have to be taking responsibil ity for your parents' 
retirements and your children's education. And we should do it now 
when times are good and we're projecting a surplus. 

Number two. We should recognize that while we have the 
best system of higher education in the world, no one believes our 
schools are yet the best in the world. A nd we should take advantage 
of this moment to make sure all A merican young people have access to 
world-class education with higher standards, with technology that 
hooks up every A merican classroom to the Internet and all the riches 
that i t holds by the year 2000, w ith smaller classes and with more 
access to more constructive choices through things like the charter 
school movement, which is very prominent in many of your states. 

Number three, we should recognize that the environmental 
challenges we have are real and global. If there is anybody here 
from Florida -- and I'm sure there is -- if you -- all the rest of us 
have been watching those fires, I went down and saw -- flew over 
those areas that have been burned up. Florida had the wettest fall 
and w inter than they had ever had, they had the driest spring they 
had ever had. and then the month of June in Florida was the hottest 
month in the history of the state, hotter than any July or A ugust; 
and in Florida, that's saying something. 

There is ample evidence now that w hat my wonderful Vice 
President has been say ing for years and years and years is true: 
that the climate of the globe is warming at a rate which is 
unsustainable, w hich w ill lead us to more extreme weather conditions. 
We now have records go ing back over 500 years which we can use to 
measure what the temperature was on this planet. The five hottest 
years ever recorded have been in the 1990s. Nineteen ninety-seven 
was the hottest year on record, 1998 is going to be hotter i f it 
continues. 

/\ big part of the problem is the way countries get rich 
with their use of energy. We have to prove -- and by the way, we can 
prove -- that we can grow the economy and improve the env ironment at 
the same time. The young people of this country, without regard to 
their other differences of region and political party and philosophy, 
by and large are much more committed to this proposition than older 
people are. Young people -- I find even young people in grade school 
are just instinctive environmentalists. We are depending on you to 
prov ide the phalanx of brainpower and voting power to move America to 
the proposition that we can preserve our environment and grow the 



econom). 

Next, we have to prove that we can bring the benefits of 
this new economy to people who don't have it yet. Believe it or not, 
there arc sti ll some urban neighborhoods that have unemployment rates 
above IO percent, some above 15 percent, while the national 
unemployment rate is below 5 percent. If you talk to the delegates 
here from North Dakota where they're having a collapse of farm prices 
in the aftermath o f a terrible, terrible set o f natural disasters all 
through the high plains, it's hard -- you could walk down the street 
in a lot of towns in North Dakota and they would have a hard time 
believing we've got the strongest economy in a generation. 

Ir any of you have ever been on a Native American 
reservat ion that doesn't have a lot of money from gaming enterprises, 
you know that there are st i ll an awful lot of the first A mericans who 
have received no tangibk benefit from this economic growth. Now 
that the economy is strong. we should be working to implement 
strategies that wil l bring this growth to them to make sure that all 
Americans feel that they're a part of our future. 

Just two more things. quickly. Over the long run, we 
have got to prove that we can be one America. I like it -- I look 
around this room, I see al l o f you come from different racial and 
ethn ic and religious backgrounds. That's a great, great advantage to 
America in a globa l society, a g lobal economy. Look around the world 
at all of the problems we have that are based on racial, ethnic and 
relig iou~ di fferences. Why did those three little children have to 
die in that firebomb in Ireland a few days ago? Because somebody 
just cannot give up the idea that they ought to fight until the end 
of time over their religious differences. 

Why can we not achieve a lasting peace in the M iddle 
East? What is at the root of the problem in Bosnia, in Kosovo? Why 
did hundreds of thousands of people die in Rwanda in a matter of days 
in 1994? A ll over the world you see this. I f America wants to do 
good in a world l ike that. we must be good at home. We must be able 
to live i11 all ofour communities like you're working and living 
together here. And you can lead the way on that. 

It is very importc111 t that we continue, finally, to be 
engaged in the world. That's why I went to China, even though some 
people said I shouldn't -- 110 1 because we agree w ith everything the 
Chinese do, but because we respect the progress they have made in the 
last several years and because they are going to be the biggest 
country in the world, and it is much better if we work them to try to 
bui ld the kind of wor ld we want than if we're forced into a situation 
of continuous contlict and estrangement. And I feel a moral 
obligation to you and your future and your children to try to create 
that kind of wor ld. But fi rst. the power of the A merican example is 
important. and you must never forget that. 

\Jow. against that background, you need to evaluate 
everything we're doing ht:re. How are we doing to keep America 



workinr today, or are we deal ing with the long-term challenges of the 
country ? Every issue should be evaluated in that context. 

One of the things that's most troubling to me is that we 
have the best health care in the world but we don't have the best 
health care system in the world. and we don't have the healthiest 
people i11 the world, partly because of institutional problems. One 
we've been talking about is the necessity to pass the Patient's Bill 
of Rights so we get the benefit of managed care w ithout the burden of 
having :,ccountants make decisions doctors should make in the medical 
area. 

A nother big problem we have -- it's probably the most 
promim·nt health problem your generation faces is the problem of -­
epidemic of teen smoking. with 3,000 young people starting to smoke 
every day -- 1,000 will have their lives shortened as a result of it. 
More people die from smoking than accidents and murders and A IDS, and 
other unrelated maladies put together in this country. So it is a 
very, very serious problem. 

I have been work ing very hard now for a long time to 
pass legislation that wi ll raise the price of cigarettes, give the 
FDA th-.· authority to regulate tobacco as a drug, stop the marketing 
of cigard tes to teenagers, launch new anti-smoking research and 
educati11n drives, protect the tobacco farmers and their communities, 
and use 1he money to pay for health care and medical research, 
education and chi ld care, and any tax cuts that the Congress wanted 
to pass. so it didn't affect our surplus and our commitment to save 
Social ~ccurity. 

'\Jow. right now, our legislative drive has been stalled 
in the face of a $40-million advertising campaign by the tobacco 
compan ies that has been unanswered by the publ ic health advocates 
because they don't have that kind of money. But the facts are clear, 
and if\,c keep working, 1 think we w ill prevail on the issue. Why? 
Well, thl'. main reason is the evidence that the tobacco companies 
themselves have given us about the dangers of smoking and their 
strateg) . We now have, as a resu It o f all these lawsuits, internal 
tobacco company documents that show that even as they publicly denied 
that nic,)tine was addictive. they conducted secret research in their 
labs, devised secret marketing strategies in their boardrooms to 
addict ch ildren to smoking for life. and they knew exactly what they 
were doing. 

How do we knO\\ it? Again, look at the documents that 
they, themselves, have produced in the court cases. These documents 
tell us i11 the tobacco companies' own words how chi ldren and 
minorit ies became the primary targets they saw as new customers. 
There a1·c memos admitting in plain English, for example, quote, "The 
base of our business is the high school student." Memos saying, 
quote, ' Creating a fad in thl' 14- 10 20-year-old market can be a 
great b(lnanza." A nd even as they insisted that young people are off 
l imits fiir advertising. one company document from 1984 recommended 
targeting younger adult smol-.ers as the only source o f replacement 



smoker-; in the future, while children are the future of America, not 
the future of the tobacco companies -- and that future should not go 
up in Sllloke. 

These documents contain a treasure trove of information 
that can be used to save li ves. Public health experts can design 
more el'lective anti-smoking strategies by studying the marketing 
plans o l the cigarette companies. Scientists can look to documents 
for findings that can aid their research into nicotine addiction and 
tobacco-related illnesses. A nd all Americans can understand the role 
the industry has played in hooking our children to the habit of 
smoking. 

fhere are tens o f mi II ions of pages of these documents. 
While ~1>me of them are aln:ady on the Internet, most are stored in 
depositnries all across our nation and as far away as England. They 
aren't easy to find. So I've decided to use this moment with you to 
show you one thing that the President can do with executive authority 
that has nothing to do with legislative action in Congress. I am 
directing the Secretary of Health and Human Services to report back 
to me in 90 days with a plan 10 make these documents more accessible 
to all Americans, so anybody that can get on the Internet can get 
them al l and can understand them al l. 

fhe plan should include a strategy for indexing them and 
for mak ing that index widely available through both the Internet and 
other 111...:thods. It should also have a strategy for broad and rigorous 
analysi -. of the information t:ontained in all these documents. I 'm 
also pkased that the Attorney General w ill file a brief in support 
of the State o f Minnesota's dforts to make the tobacco industry's 
own currently existing index to all of these millions of documents 
available to the general public. 

We must lift the veil of secrecy on the tobacco industry 
so that a II Americans understand that there is an epidemic of teen 
smoking and how it came about. Let us use the darkest secrets of the 
industr~ to save a new generation o f children from this habit and to 
help us light and w in. 

l'his administration and many of our nation's leaders are 
working to make sure that this challenge, along with these larger, 
longer-Icr111 challenges that I've mentioned -- education, climate 
change. Social Security -- do not become intractable problems of your 
future. I don't want your generation of Americans to have to face a 
problelll like the magnitude o f the deficit that I faced here w hen we 
took oflice. 

I can tell you that the tougher problems are, the harder 
the resolution is and the more controversial the resolution is, and 
the more painful the price to pay is. We had to make a lot of tough 
decisions in 1993 to get that deficit under control, and a lot o f 
brave members o f Congress lost their seats in Congress because they 
voted for an economic program in 1993, the benefits of which were not 
appare111 in 1994 when they were up. But when we got ready to pass 



the Balanced Budget Act in 1997 on a bipartisan basis, guess what? 
Over 92 percent of the delicit had already disappeared because of 
what had been done in 1993. 

The best thing for a smart country to do is to take 
these challenges when they come up and deal w ith them quickly, 
looking to the long run, not waiting for those things to fester and 
become infected and become a wound in the nation's psyche. That is 
what we're trying to do here. 

That's why I think programs like Girls' Nation are so 
important -- because they en list people in the work of citizenship as 
a disciplined habit, not as something that you think about when an 
emergency comes along. I hope you will be able to do that to your 
friends and your neighbors and your family members when you go home. 

I hope you will always continue now to help raise 
awareness of the issues you care about and propose solutions to them. 
I hope you will always continue to lobby your elected leaders and to 
participate until you become one. Our democracy is only as strong as 
its citizens. Think about this when you go home: Our founders did a 
revolut ionary thing -- they created a whole country based on the 
idea, al the time totally unheard of, that God gave every person an 
equal portion -- every person an equal portion the right to life, 
liberty and the pursuit of happiness. They say, we've got to create 
this government because there's no way we can individually protect 
and enhance these rights. That's why we're doing this. 

And then they gave us -- all of us -- every American 
until time immemorial, a mission: They said, "We must work together 
to form a more perfect Union." They were really smart, those guys. 
They v. ere really smart. They understood that every generation would 
have its own challenges. They understood the work of liberty would 
never be over. They understood all that. They understood it all. 
And they gave us a permanent mission. And keep in mind, they created 
a l imited government which means that in this country, the most 
important players wi ll always be the citizens. As great as the 
leaders are and all the monuments you've seen to our great leaders 
around this c ity since you've been here this week, none of them could 
have accomplished anything if the people hadn't said, okay, we agree; 
we'll do our part. 

So, again, I say, you've had a remarkable opportunity 
this week to learn more abou t how your country works. You have, 
yourse lves, been good citizen-servants by doing it. You've had a 
chance 10 manifest your low in America and your belief in America. 
For the rest of your li fe, I hope you'll do what you can to make our 
Union more perfect. Good luck and God bless you. (Applause.) T hank 
you. 

Now, I'm just going co go sign this order and I'm going 
to ask ) our President and V ice President to stand w ith me, and then 



I'm going to turn the microphone over to them. Come on. 

Q Mr. President, do you think that the court ruling 
can --

THE PRESIDENT: I' ll answer questions, but let's do -­
let us finish the program and then I'll answer a few questions. 
That'll be fun for them; they'll see a little press conference here. 
(Laughter.) 

Okay, you've got the tloor. 

MS. ARGUIA: Mr. President, we are absolutely thrilled 
and honored that you chose 10 take the time from your highly 
demanding schedule to meet with us today. And on behalfof Girls' 
Nation, I'd just like to present this small token of our 
appreciation. (A presentation is made.) (Laughter and applause.) 

THE PRESIDENT: That's wonderfu l. Thank you. 

MS. ARGUIA: Mr. President, distinguished Senators, 
ladies and gentlemen. It is my honor as the President of the l 998 
Girls' Nation Session to present to you the legislation that the 
Senate of the 1998 Girls' Nat ion has passed. It represents a wide 
variety of issues in many of our states. 

Mr. President. 

THE PRESIDENT: This is the largest legislative package 
that's passed in Washington so far this week. (Laughter.) And I 
thank you very much. (Applause.) 

Thank you. I will have our people review this for good 
ideas. (Laughter.) 

Now, go ahead. Helen. first -- we'll take two or three 
questions. Go ahead. 

Q Well, do you think that the court rulings are 
jeopardizing the duties of the Secret Service? 

THE PRESIDENT: Well, they bel ieve -- that is, the 
Treasury Department and the Secret Service, based on their experience 
not just with me, but with all the Presidents, in the institutional 
memory of the Secret Servic.:e -- they believe that. And so, they are 
determined to pursue it and the Attorney General has agreed to 
represent them in that. But that is their professional judgment. I 
have decided that it would be inappropriate for me to express an 
opinion and I have not done so. And I believe that I should stay out 
of it. But they have a very strong professional opinion about it and 
they are pursuing it. 



Q But you have an opinion, surely. 

THE PRESIDENT: I do have an opinion. I have an 
opinion. I have a legal opinion and I have a personal opinion, but I 
think that's it not -- I think it's important, and I think it would 
be completely inappropriate for me to be involved in this. I want 
the American people to understand that, notwithstanding what some 
have said, and others have implied, this was a decision that came out 
of the Secret Service about which they feel very strongly. And these 
people risk their lives to protect me and other Presidents in a 
professional way, not a political way. They have strong convictions. 
They lwve manifested those convictions. The Attorney General has 
determined that there is suflicicnt legal merit in their position 
that they ought to be represented. and they are pursuing their case, 
which they have a right to do. I believe that they should speak for 
themselves and I should not interject mysel f into it. 

Q Mr. President, I wonder if you could respond to the 
ruling yesterday by the Appeals Court, and specifically the opinion 
of one judge when he said that the White House had effectively 
declared war on the Indepemlent Counsel --

T I IE PRESIDENT: I think you have to consider the source 
of that comment. And thar is simply not true. The judge should -­
can have a right to his legal opinion about what the Treasury 
Department and the Justice Department said, but I have told you that 
this case is about their professional judgment about what's necessary 
to do their job. And I have 110 1 -- neither I nor the White House has 
been involved in it in any way. shape, or form -- nor wi ll we, nor 
will I complicate it by commenting further on what he said. 

Q But in a larger sense, you don't believe that the 
White House is --

THE PRESIDENT: Well, in a larger sense, I am spoken for 
on that by Mr. Kendall. I think the facts speak for themselves. I 
think -- again, I say you've got 10 consider the source of that 
comment. 

MR. MCCURRY: Last question. 

Q Mr. President, the trade deficit in May was up 
around $15 bi llion. A re you wil l ing to overlook that while the Asian 
financial crisis -- itselfout? 

THE PRESIDENT: Well, I don't think -- no, I don't think 
we should overlook it, I think it ought to prompt us to action. But 
let's understand why the trade deficit is so large. The trade 
deficit is large because we live in an integrated global economy, and 
our economy has been strong ,, hile the Asian economy has been in 
trouble. What does that mean'? When their economy is in trouble, the 
value of their currency goes down. What does that mean? That means 
that compared to yesterday. if their currency goes down, their money 
is worth less than ours in the same amounts. 



That means it becomes their goods that they sell to us 
become cheaper, and it means our goods that we would sell to them 
become more expensive. Almost the entire increase in the trade 
deficit is due to the Asian economic trouble, which is why, since 
January. I have been saying we should make our proper contribution to 
the International Monetary Fund to promote economic reform and 
economic recovery in Asia. And the fact that we have not done so is 
endangering the livelihood of American farmers and American factory 
workers because we are not making the exports -- especially to 
Asia -- that we otherwise could be making if those economies were 
coming back. And a critical part of that is our contribution to the 
International Monetary Fund. 

So, we should not ignore it, because, as I said in the 
State or the Union Address way back in January, our welfare is tied 
to the welfare of Asia. We've got 16 million new jobs in the last 
five and half years, 30 percent of our economic growth is due to 
exports. A significant area of export growth has been Asia. 

That's why I worked hard to -- the other big area of 
real growth has been in Latin America. And what I've tried to do is 
to head these things off. You may remember a couple of years ago 
when we moved in aggressi, ely to help Mexico when their economy was 
in trouble and a lot of people criticized that. But Mexico paid back 
their loan ahead of schedule and at profit to the United States. And 
they are now a functioning economic partner with us again. That's 
what we need in Asia. 

So, the American people should be concerned about this, 
but we should know that there is a disciplined answer. We need to 
restore growth in Japan, restore growth in Asia, and our major goal 
here for our own action shou Id be to pay our fair share to the 
International Monetary FunJ so we can support economic recovery, so 
they can afford to buy our products, and so there's some greater 
parity in the prices of our products. Meanwhile, what you see is a 
product of the strength, not the weakness, of the American economy. 

Q What do you think of the Speaker's proposal to use 
this budget surplus for big lax cuts? 

THE PRESlDENT: I think, first of all, let's remember 
how ,,e got where we are. \Ve got the strength of our economy to the 
point where it is now by being determined to bring down the deficit 
until we balanced the budget, by expanding trade to sell more 
American products around the world, and by investing in education, in 
training, in technology, in scientific research. Those are the 
engines of our economic recovery. 

Now, we have not had a balanced budget for 29 years. 
And now, before we've had the first year, the first year of a 
surplus, to be talking about spending hundreds of billions of dollars 
on a tax cut based on projected surpluses that may or may not 
material ize before we have spent the first dollar to save Social 



Security so that you aren't going lo have to support your parents in 
a way that diminishes your standard of liv ing, I think is a mistake. 
So I'll go back to my position: I think we should save Social 
Security first. Let's show the American people this balanced budget. 
Let's show the American people this surplus. Let's try to keep this 
economy going and get our growth going, and when we have passed a 
plan to save Social Security. let's see w hat it costs and then make a 
decision on the tax issue. 

We don'l want to count our chickens before they hatch. 
Now, the end of the fiscal year here is September 30th. And it's now 
projected that we'll have a $63-billion surplus, and I earnestly hope 
we do. But it wouldn't do any harm to rack one up before we start 
spending it. We had 29 years of deficits. Between 1981 and 1983 in 
12 years alone, we increased by four times the total debt of the 
United States. We quadrupled the debt of the United States in 12 
years that we had amassed in the previous 200. It won't do us any 
harm to take one year and enjoy the fact that we've balanced our 
books, ran up a surplus and planned to save Social Security. That 
w ill not do us any harm. It will keep our economy stronger and it's 
better for America's future. 

Thank you very much. (Applause.) 
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Russian to Sel I 
By Scott Shuger 

After Today's Papers: International Papers surveys the overseas 
coverage of the Russ ian collapse and terrorism. 

Ever~ body leads with yesterday's bad day in the financial markets. 
The headlines speak of a world crisis, and USAT, the WP, and the LAT 
headers retcr to the Dow's drop of 357 points. The NYT headline opts 
instead to state that the DJ was off 4.1 percent. But none of the 
big t) pc mentions what USA T has in its second paragraph--this wasn't 
even in the Dow's top 20 bad days. So one wonders why that paper 
still fronts its business section with such lines as "Crisis Hits 
Home" and "World Economic Troubles Arrive 'On Our Doorstep."' In the 
same Chicken Little spirit, the WP lead delays until the sixteenth 
paragraph the news that the day also saw the release of strong 
figures on the U.S. labor market and on housing starts. 

Everybody duly notes all the overseas financial setbacks. USAT 
reports Japanese stocks were down 3.55 percent, Mexican stocks down 
6 percent, Brazilian shares down IO percent, Russian stocks down 17. 
The papers have a word for the cause of all this: Russia. Except for 
the NYT, the papers pass up the usual trading floor desperation pix 
in favor of shots offull contact banking on Russian streets. 
Everybody's front describes the mounting pressure on Boris Yeltsin 
to quit, and repon that without the support of Russia's central 
bank. the ruble has continued to fall. The (mostly non-Russian) 
institutions that had purchased the country's debt now find 
themselves, says the NYT, holding only IO percent of the value they 
had last week. 

The papers agree that investors fear that Russian chaos could spread 
to other emerging market economies, such as those in Latin America. 
USAT says Russia's influence in the world markets is due to its 
nuclear stockpile. The NYT notes this reasoning, but still 
wondcrs--afler all, the Russian economy is only the size of 
Denmark's. But the NYT notes al least one clear cause of the 
meta-Russian acceleration: Russia's troubles have made it clear to 



other countries that IMF bail-outs are probably not in the offing 
for them and might not work anyway. The WSJ observes that the 
dubious record of I MF rescue packages in the past year probably 
deepens the rift among Republicans in Congress over whether to give 
the organization a fresh infusion of federal billions. (Democrats 
are mostly for that, as is Newt Gingrich. Dick Armey is deeply 
opposed.) 

Perhaps the scariest feature of the market turmoil served up by the 
papers is the realization that for all their new analytical tools, 
those in the business are no more capable of cognitive significance 
than in the days of ticker tape. Thus, the WP quotes one "chief 
equities trader" saying, "If you can withstand the pain and you've 
chosen good stocks, you should come out okay," and USAT has another 
"stra1egist" saying, "We could rally from this, but a lot of damage 
has been done." 

Ever) body has the same off-lead: that federal authorities have 
brought into the U.S. and charged a suspect in the African embassy 
bombings. The suspect, Mohamed Rashed Daoud al-'Owhali, was injured 
in the Kenya blast and has reportedly confessed his role to the 
feds. I le is said to have admitted that he was trained at Afghani 
terrorist camps run by Osama bin Laden. A second suspect, Mohammed 
Saddiq Odeh, is still in Kenyan custody, but is expected in the U.S. 
soon. USAT says he wi ll arrive here today. The NYT and WP run 
fron1-page pictures of the men--with al-'Owhali smiling. The LAT 
quotes Janet Reno saying that the turn in the case came as a result 
of the most extensive cri minal investigation in U.S. history. If 
convicted, the bombers could get the death penalty. 

The WP has an interesting detail about the alacrity of the 
extradition to the U.S. Apparently, the Kenyans were worried that 
prosecuti ng any bombers would expose them to further terrorism. 
"You'd think," the paper quotes one U.S. official, "they'd want 
first crack at these guys." The WP adds that under a strengthening 
of U.S. jurisdiction overseas passed by Congress in 1986, 11 
suspected terrorists have been returned here from overseas. But the 
Post doesn't tell us what then happened to them in the courts. 

The \VP runs an AP report about a recently concluded study of seven 
years' worth of HIV tests given to 350,000 Job Corps participants. 
Findings: the rate of infection among women age I 6-21 is 50 percent 
higher than that of men in the same age bracket. And the highest 
rates of infection were among black women--five out of every 1,000. 

The \\/P's "Reliable Source" asks who's going to make more money off 
the Clinton scandals--Bob Benneu, one of the president's private 
lawyers. or his brother Bi ll, author of a new book, "The Death of 
Outrage: Bill Clinton and the Assault on American Ideals"? 

The NYT runs a story purporting to cast light on women's post-Monica 
attitudes towards Bi ll Clinton, based, it says, on dozens of 
interviews with "women across the country." It's interesting to see 
what the Times means by that phrase. Here is the complete listing, 



in order of appearance, of the occupations of the women quoted in 
the story: shareholder activist, novel ist, author and editor, 
graduate school dean, volunteer, hair salon owner, university public 
relations executive, producer, writer, English professor. 
Apparently, the Times couldn't find any women who are secretaries or 
housewives. 

Also in today's papers: 

Explainer: Our legal right to bomb 
http://slate/work/Code/explainer/explainer.asp 

Moncybox: Stock Market Talking Points 
http://slate/work/Code/Moneybox/Moneybox.asp 

Chatterbox: Bill's Mea Culpa Part II 
http://slate/work/Code/chatterbox/chatterbox.asp 

And for the rest of Slate, cl ick here: 
http://www.slate.com 

For the latest news, check out MSNBC (http://www.msnbc.com). 

INTERNATIONAL PAPERS -- The Russian collapse and terrorism. 

Apocalypse Now 

By Alexander Chancellor 

While papers across the world led Thursday with apocalyptic headlines 
about the collapse of Russia, none were more apocalyptic than those 
in Russia's own press. lzvesciya warned that the addition of a 
politica l crisis to the existing economic crisis might result in "a 
revolutionary situation." The possibility that the country might be 
left without legislative power for the next three months is "fraught 
with the most dangerous consequences--including the disintegration 
of the state," it said. 

Segoclnya reported that Dagestan is on the edge of civil war and that 
the halting of rouble-dollar trading on the financial markets means 
that Russia is facing the threat of a return to a fixed 
dollar-rouble exchange rate, as in Soviet times. 

Nezavisimaya Gazeta said that Russia could be facing hyperinflation, 
as in 1992, and that the country's general situation is rapidly 
appronching the critical point: It faces simultaneous financial, 
industrial, social. and political meltdowns; it must also deal with 
the fighting already taking place in the Northern Caucasus, and with 
the danger of Afghan military action on its southern border. 

Wednesday's Russian papers concentrated on the reappointment of 
Victor Chernomyrdin as prime minister. lzvestiya said that, with 



this, President Boris Yeltsin has effectively given up power and 
Novye lzvestiya that his second coming is attributable not to any 
failings by his predecessor, Sergei Kiriyenko, but to Yeltsin's 
decision not to seek re-election in 2000. 

Tn Rome, La Repubblica said in a front-page comment by Sandro Viola 
that "seldom in history has a country received from the same person 
so many reasons for hope and then so many afflictions as ... Russia 
with 13oris Yeltsin." 

Under the headline "Stop This Bloody Terrorism," the Cape Times of 
Cape Town, South Africa, condemned Tuesday's bomb blast at the 
Planet Hollywood restaurant as "cold-blooded, mindless, 
unjustifiable terrorism" going to "the heart of the tensions in our 
troubled society." Making no reference to the United States or to 
the possibility that the attack might have been a reprisal for U.S. 
missile attacks in Sudan and Afghanistan, it blamed terrorists who 
"want our communities to remain divided." It urged that the people 
"use this opportunity to recommit ourselves to a united city and 
isolate all those who have different and sinister intentions." 

In an editorial Thursday, the Pakistani newspaper Dawn warned that 
Pakistan's economic crisis will reach "a point of no return" by 
mid-September failing a miracle. It proposed stopping negotiations 
for a bailout package with the Islamic Development Bank--with which 
"it is not Islamic fraternal feeling, as some of us would like 
naively to believe, but pure profit motive which seems to have 
weighed." Instead, it advocated a closer look at a prospective 
International Monetary Fund package, even though "[o]f course, an 
IMF programme would bring massive hardships for the common people." 

In Canada, the Toronto Star accused Britain and the Irish Republic of 
riding roughshod over civi I I iberties in the new laws they are 
drafting to make it easier for the pol ice and courts to convict 
suspected terrorists. Referring in an editorial Thursday to the 
"firestorm of anger and revulsion" that had fo llowed the recent 
bombing in Omagh, Northern Ireland, the paper said that "this new 
crackdown, so late in the day. smacks of over-reaction." It 
concluded, "Civil liberties, once eroded, are not easily regained." 
The Irish News of Belfast led its front page Thursday with the news 
that President Clinton will meet more than 100 members of the new 
Northern Ireland assembly next Thursday. He will also visit Omagh. 
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