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Thank you very much. Pl ease be seated. First of all, welcome back to
Washington. |I'mdelighted to see you. | always enjoy nmeeting with this
group. | think a lot of you know that at least - |1've identified at

| east three errant nenbers of nmy administration who have been
associated with YPO, Erskine Bow es, Mack MLarty, and Phil Lader.
There may be nore, and if there are, they'd probably like to be back
with you instead of over here with ne. [Laughter]

I will try to be succinct about what | want to say. | know that the
Treasury Secretary and others are coming on in a few nonents to tal k
about the details of our budget agreenent and sone of the other issues
that are cooking around here in Washington today. But I'd |ike to use
this opportunity to nake an official announcenent about China. And |et
me just sort of set the stage by saying | think that our country has
three huge questions that we are in the process of answering as we nove
into a new century and a very different tine.

One is, how are we going to preserve a structure of opportunity for
the next generation to keep the country going and grow ng? The second
is, what kind of society are we going to be? Is this country going to
work as a whole? Can we deal with problens of crinme and welfare and the
i ntergenerational responsibilities as the baby boom generation retires?
And can we learn to live in what is rapidly becom ng the world's nost
rapidly multiracial, nmultireligious, multiethnic denpocracy? There are
four school districts in Arerica now where the children cone from nore
than 100 different ethnic groups in one school district. And the third
great question is, are we prepared to do what it takes to see the
United States continue to be the world's | eading force for peace and
freedom and prosperity? Because ironically, at the end of the cold war,
because we are not in two armed canps in the world, all of our economc
and mlitary strength can only be brought to bear if we're willing to
become nore i nterdependent with the rest of the world and recogni ze our
I i nkages.

In some ways, the decision that we have to make every year about
China reflects elenents of all three of those great questions, our
prosperity, the kind of society we are, and how we're going to dea
with the rest of the world. The United States has a huge stake in the
conti nued energence of China in a way that is open economcally and
stable politically. OF course, we hope it will come to respect human
rights nmore and the rule of |law nore and that China will work with us
to secure an international order that is |awful and decent.



I have decided, as all ny predecessors have since 1980, to extend
nost - f avored-nation status to China for the com ng year. Every
Republ i can and Denocratic President since 1980 has made the sane
decision. This sinply neans that we extend to China the sane norma
trade treatnent that virtually every other country on Earth receives
fromthe United States. We believe it's the best way to integrate China
further into the famly of nations and to secure our interests and our
i deal s.

But as we have had controversies and differences with China over the
years, this decision itself has becone nore controversial, because
there are those in both parties in the Congress who believe that if we
hol d our trade relationship hostage to China because of our differences
on human rights, our weapons technol ogy, or the future of Hong Kong, we
wi |l have nore influence since we buy about 30 percent of China's
exports every year - sonetinmes we buy even nore

But | believe if we were to revoke nornmal trade status, it would cut
of f our contact with the Chinese people and underm ne our influence
with the Chinese Governnent. This is a big issue this year because, as
many of you know, under the agreenent signed nore than a decade ago
between Great Britain and China, Hong Kong is reverting to China
shortly.

| think it's interesting that Hong Kong, which has the world' s nost
open trading system has vociferously argued to the United States that
we shoul d extend nost-favored-nation status. Even those people in Hong
Kong that have been npbst passionately identified with the cause of
freedom and human rights and have been nobst in conflict with the
Chi nese have argued that we have to mmintain an open trading
relationship with themso that we can continue to work with them |
m ght also say that if we were to revoke their normal trading status it
woul d cl ose one of the world' s nost rapidly growi ng, energing markets,
one that already supports 170,000 Anerican jobs and doubtless will
support nore in the years ahead.

So our broad policy is engagenent. That doesn't nean that we wn
every point, but it neans we work together when we can and we're honest
in our disagreenents when they exist. For exanple - and | think it's
i mportant to point this out - we actually work together with China
quite a lot. W worked with themto extend the nonproliferation treaty
indefinitely. That means that we've got over 170 countries in the world
that say they will never develop any kind of capacity to proliferate
nucl ear weapons around the world in other countries, and they agreed to
be tested for it.

We worked with China to get a historic accord on the conprehensive
ban of nuclear testing. W worked with themto freeze North Korea's
nucl ear weapons program which, when | becane President 4 years and 4
mont hs ago, | was told was the nmost i mmedi ate mgj or security concern of



the Nation at the tinme. We work with them now to advance the
possibilities that there will actually be a | asting peace on the Korean
Peni nsula, which is the last frontier of the cold war.

We also work with themon drug-trafficking, terrorism alien
snmuggl i ng, and environnental decay. And when we don't agree with them
we have found ways to say so without cutting off all of our contacts.
We pressed themto stop assistance to unsafeguarded nuclear facilities
in other countries. W insisted that they protect the intellectua
property rights of American videotape and conpact disc makers. That's a
huge econonmic issue for America. And so far China has done what they
said they would do in closing down its facilities that were essentially
steal ing noney and jobs from Anerica's businesses. That's still an
ongoi ng problem it will continue to be one, as it has been in every
enmerging country a long way fromthe United States that can copy things
that we do here. But we have certainly fought to reduce the problem W
al so took action to show our displeasure with provocative mlitary
actions in the Taiwan Straits |ast year, and we stood up for human
rights at the Human Ri ghts Conmi ssion neeting of the United Nations.

So we have ways to deal with our differences. There are those who
believe that our differences are so profound they would we woul d get

our way nmore, if you will, or our position would be nore likely to
prevail, if we cut off all trade contact. | believe that is wong. And
we're going to have a big debate about it in the Congress. But today,
in front of you, | thought | would make this formal announcenent that |

do intend to extend nost-favored-nation status. The way it works under
the law is, now Congress has a chance to try to undo this, and we will
have a big debate in the Congress. While you're here, if you have an
opinion on it, | hope you'll express it to your Senator or Menber of
Congr ess.

But how we deal with this goes back to the |larger question: Wat is
our role in the world? Do you believe we should continue to be the
worl d's | eading force for peace and freedom and prosperity? If so, how?
What kind of society are we going to create? Are we going to be one
nation, or are we going to become nore divided by race, by generation
by i nconme? And how are we going to preserve a structure of opportunity?

Now, |let ne say when | cane here, | felt very strongly that we would
have to change the econom ¢ policy, the social policy of the country,
the way the Governnent worked - the Federal Governnent worked - and we
woul d have to have a nuch nore aggressive and conprehensive approach to
the world. On the economc policy, when | canme here we had a $290
billion annual deficit with no end in sight. | was told it would be way
over $300 billion by this year. It's going to be $67 billion this year
77 percent less than it was the day | took office.

And we al so have been very aggressive about trade. Again, there are
people in both parties who seemto believe that America is
di sadvant aged by open tradi ng systenms because we pay hi gher wages than
ot her countries and because many other countries, especially devel oping



countries, have nore closed econom es than ours. Wel |, now we have sone
evi dence to judge which theory is right.

I"ve always believed that open tradi ng was good for us because it
kept us on our toes. It also helps to keep inflation down and
productivity up. We've got some evidence now, because in the last 4
years, we've had 200 new trade agreenments as well as the big NAFTA
agreenent and the World Trade Organi zati on being set up and an
agreenent in principle with the Asian-Pacific countries to go to a
free-trade area there by early in the next century and an agreement
with the Latin American countries to go to a free-trade area of the
Americas early in the next century.

In the mdst of the welter of all that activity, we can see what the
consequences were. We al so downsi zed the Governnent and increased our
i nvestment in education, technol ogy and science, and nedi cal research
Now, after 4 1/2 years, the deficit's cone down by 77 percent, we have
the | owest unenploynment rate in 24 years, the lowest inflation rate in
30 years, the highest business investnent in 35 years, the small est
Federal Government in 35 years, and as a percentage of the civilian
work force, it is the same size it was in 1933 when President Roosevelt
took office before the New Deal

So | think it's hard to argue that we're not noving in the right
direction. W've also, parenthetically, had the biggest decline in
i nequal ity anmong cl asses of working people in over 30 years. So Anerica
does not have to be afraid of conpetition. America can bal ance the
budget and increase investnment where we need to increase investnent,
and we can do this in a disciplined way.

In the area of social policy, we've passed a new crine bill, took a
di fferent approach to welfare, basically tried to put the famly back
at the center of social policy and reconcile a | ot of the energing
conflicts between fanmly and work, which is bedeviling nost working
fam lies throughout the country, including people in rather high-incone
brackets. It is a general problem of our society. And we have had the
bi ggest drop in welfare rolls in 50 years in Anerica in the last 4
years, before the inpact of the new welfare reformlaw. And I'Il| say
nore about that in a ninute.

The crime rate has gone down 5 years in a rowin Anerica for the
first time in 22 years. And we now know exactly what to do about it.
It's just a question of whether we will. Not only that, on the nore
troubling problem of youth and gang viol ence, the city of Boston, the
city of Houston, and a few other big cities in America have seen big
declines in youth crime. And in Boston, Massachusetts, not a single
child under the age of 18 has been killed with a gun in a year and half
now.

So there is a lot of confidence in this country now that we can
actual ly make sense out of our common |ife, that we can actually dea



with these problens. And that's very inportant. And for the rest of us,
it's great because we don't have to think up sonmething to do. W' ve got
a roadmap out there; we can just try to replicate it, conmmunity by
community, to make it work

In the area of our relationships with each other and our diversity, |
woul d say that we have nade sone significant progress. W now - | think
as a country we've still debating a | ot of these things, |ike
affirmative action, and | have nmy own views about that. But | would
hope that the Anerican people at |east understand that if you | ook at
how big the world is getting and the fact that our population is
relatively smaller as a percentage of the whole than it used to be,
| ess than 5 percent, and our econony is not as big as it once was as a
percentage of the whole, although still over 20 percent, the fact that
we have people in the United States from everywhere el se is an enornous
asset to us in a global econony.

But we have to learn to find a way to respect our differences and be
bound together by our shared values. And it sounds so sinple, it may
sound al nost trite, but when you consider what people do with
differences in Bosnia, in Northern Ireland, in the Mddle East, and in
countl ess other places around the world, you sonetines wonder whether
there is not sone primtive urge in all of us that unless it's
consistently tended to can cause enormous difficulties. And so | think
that we cannot spend enough time on figuring out a way to nake sure
that we're a very different country but we're still one America.

Finally, let ne say I"'mquite determnmined that we have got to fight
t hrough all these successive issues here about Anmerica' s role in the
world. I've tried to be very careful not to send our troops into harnis
way and in an indiscreet way, not to pretend that we could solve al
the problens of the world. But | know that we have an opportunity here
and a responsibility unlike any ever inposed on a nation in history.
Because of the way the cold war ended with a victory for freedom and
for free markets, because other countries are willing to work with us
and even give higher percentages of their income that we do to the work
of devel opment and expandi ng the capacity of people in other countries,
we have a significant responsibility here to try to fulfill these
i ncredi bl e opportunities.

And every one of you needs to spend sonme tinme thinking about this.
Because historically, our country - historically - has been relatively
isolationist. If you go through the whole history of America - George
Washi ngton told us that we should beware of foreign entangl ements, and
all of our - we've always been sonewhat reluctant to get involved in
the worl d.

I think the only reason we did it after World War Il is the Soviet
Uni on was there, there was a cold war, the threat was clear and
apparent. And now - sonetines | think we don't see our own best
interests. W're going to have another big trade issue com ng up after
MFN, and that's the question about whether the President should be



given what is called fast-track authority. And for those of you who
aren't famliar with the trade lingo, all that neans is that we can
negotiate a trade agreenent with another country and present it to
Congress, and they have to vote it up or down instead of, in effect,
being able to anend it 100 times so that, in effect, it would no I onger
be the agreenent that we made with another country - treats is al npst
like a treaty, except it just requires a majority vote.

| can't see why we wouldn't want to do that when we got 4.9 percent
unenpl oyment. And another statistic | didn't give you is for the last 2
years, nore than half of the new jobs in this country have paid above
average wages. So | think we should feel good about these things. And
certainly do, and I want you to.

Now, let ne just say in closing, they're going to come on and tel
you a little about the budget agreement. But in the last 4 1/2 nonths,
in the categories | gave you, if you look, it's creating a structure of
opportunity for America. W' ve agreed to the first bal anced budget in
over three decades. And it is a conprom se agreenent between the
Republ i cans and the administration and the Denocrats in Congress and
the |l eadership; it is a principled one. Does it solve all of Anmerica's
probl ems? No. WIIl it get us to a bal anced budget? Yes, it wll.

And | nmight say, when | got here, a lot of tinmes there were overly
optim stic econom c assunptions used in putting these budgets together
especially by the executive branch, in both parties. Every year |'ve
been here, the deficit's been |l ower by several billion dollars than we
estimated it would, every single year. So | want to assure you that we
didn't cook up a bunch of nunmbers. Now, if we have a horrible
recession, will the deficit be bigger? Yes, it will. But at |least we've
been quite responsible in the nunbers that we've used here to try to
make sure we were not m sl eading the Anerican peopl e about this.

So we got a budget agreenent, which is inmportant. We had a new
t el ecomruni cati ons agreenment, which will open 90 percent of the world's
markets to Anmerican producers of telecomrunications services and create
hundreds of thousands of good jobs in this country over the next
several years. W have had we got the Chenical Wapons Convention
ratified, which is a huge probl em because we've got to stop the
proliferation of chem cal weapons and it could affect you and your life
and your conmunity. The guy that blew up the Federal building in
Okl ahoma City, in that truck was fertilizer, a chemical weapon. But in
Japan, a lot of people died in the subway because they had a | aboratory
that made sarin gas. So this is a mgjor issue. Can we guarantee that
there will never be anybody in a | aboratory maki ng chem cal weapons?
No. But we can dramatically reduce the chances that terrorists can get
themin ways that nake Anmericans safer all across the country.

We have reached this historic agreenent between NATO and Russia to
expand NATO and have a partnership with Russia which will enable us to
have a unified Europe and, hopefully, avoid what destroyed mllions and
mllions of people in the last century, in the 20th century, which was



all these fights in Europe.

So the country is in good shape. We're nmoving in the right direction
We're dealing with all these issues. Are there things that still have
to be done? Yes. Have we made adequate provision for the retirenent of
t he baby booners and not inposing undue burdens on our children? Not
yet. WIIl we do so? |'m absolutely convinced we will. But you have to
understand this systemw ||l only accommpdate so nuch change at one
time. |I've thought about that a lot in the last 4 years. And the fact
that we have a budget that will bal ance the budget, neet our nationa
security needs, have the biggest increase in investment in education in
a generation, continue our progress in the environment and nmedi ca
research and technology, | think is a very significant thing and,
parenthetically, provide health care coverage to 5 mllion kids that
don't have it is very encouraging.

The last point | want to make is this. The biggest near-term probl em
we have in the country is that 20 percent of the kids who are born in
this country are born bel ow the poverty line, and many of them are
still living in conpletely dysfunctional environnents. \Wen the
Presidents, all of us, the living Presidents, and CGeneral Powel
sponsored that summit of service in Philadel phia, it was about nore
than trying to get everybody to do nore community service. It was about
trying to focus attention on having every community in the country
devel op a strategy to nake sure every child has a healthy start, a
decent education, a safe place to live, a mentor, and a place to serve
the community and feel worthwhile. That is the biggest near-term
probl em of the country.

You live in a nation where drug use is dropping dramatically anong
young adults and still going up anpng juveniles, where crine i s going
down dramatically around the country but still going up anong
juveniles, except in the instances that | cited and others |ike that.

So as you | ook ahead to your own responsibilities, |I would just
mention two things. Nunber one, every conmmunity needs to develop a
system of dealing with the children of the comrunity. Nunber two, the
welfare reformbill in the budget that we just agreed to will include
tax incentives that are very tightly targeted to nove people from
wel fare to work. And States have the power actually to give enployers
what used to be the welfare check as an enpl oynent and training
subsi dy.

I woul d hope that the menbers of the YPO woul d consi der whether or
not there is arole for you to play in your States and your
conmuni ti es, because under the welfare reforml|aw, we have to nove
alnmost a mllion people fromwelfare to work in the next 4 years. W
nmoved a mllion people fromwelfare to work in the last 4 years, but
over 40 percent of that was the growh of the econony, and we produced
12.5 million new jobs. Maybe we can do it again. It's never happened in
the history of the country before that we've had 8 years that good,
back to back. Maybe we can do it again



But under the |law, we have to nove that many people fromwelfare to
wor k, whether the private econony produces 40 percent of those jobs or
not, in the ordinary course of growth. There will be incentives there,
but we had to do this - | would argue we had to do sonething like this
to break the cycle of dependency that so nany people were trapped in.
But having now told people, nobst of whomare single nothers with very
small children, that there is a limt to how nmuch public assistance you
can have, and you have to go to work at the end of a certain anount of
time, period, we have to make sure that there are jobs there for them

The communities of our country are going to get about $3 billion that
will go into the high unenploynent areas to do community service work
when there's no way the private sector could do it. But for the rest,
it will have to be done by the private sector. So | hope that while
you're here and after you go hone, you will be willing to consider
whet her there's something you could do to help us deal with this
problem Because if we can break the cycle of dependency and all people
who are out of work who are adult, able-bodied, and ot herw se have the
capacity to work, begin to be treated the sanme instead of having sone
peopl e di saggregated over here as being on welfare as if they couldn't
work, we will have gone a long way toward changi ng the future of
children in America and, therefore, changing the future of the country.

Thank you very much.

NOTE: The President spoke at 2:48 p.m in Room 450 of the Od
Executive O fice Building.



