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Nat i onal Econonmny

Q | guess | wanted to ask you, given the way that the econony is.
goi ng--given that there's been so nuch growh, and it's been so
successful -how nmuch credit do you think that you and your
admi nistration can realistically take, conpared to the other factors
t hat people tal k about? There's been sone discussion, |'msure you
know, recently, with people crediting everything, going back to
Presi dent Reagan. And |'mjust curious on that topic, what your
Vi ews are?

The President. Well, | think, first of all, if you | ook at the
difference in the expansions of the eighties and the nineties, we
had athe one in the eighties was funded by an ol df ashi oned expl osi on
of deficit spending. But it built in a structural deficit, which
guar anteed profound | ong-term probl ens for the econony, very high
interest rates, and very slow job growh.

There was a lot of comentary in '91 and ' 92 about how, even though
nom nally a recovery had begun, | think some of the witers called
it a "triple dip" phenonenon, that we kept sliding back and sliding
back.

So | think the main thing we did was to cut interest rates by
getting rid of the deficit. And | think that if you go back and read
all'l renmenber what a boost in the bond market there was when we
just-when Ll oyd Bentsen announced our econom c programin Decenber
of '92. So | think our main contribution in the short run was to
make it absolutely clear that we would have a consi stent,

di sci plined fiscal approach that would cut and then eventually
elimnate the deficit. And | think that played a najor role in the
i nvestment boom And it cut interest rates, which also put nore
noney in consumers' pockets, which hel ped fuel the consunmer side of
this recovery.

But | think that -the consistent policies of the Governnent that go
back to the previous adnm nistrations, that reflected the second |eg
of our ap roach, which also deserves credit, which is keeping the
mar ket s open. You've had three administrations here in a row
committed-in the eighties and the ninetiescommitted to open trade.
And | think that that's been very good, because that's kept
i nflati on down and spurred continuing conpetitiveness. And | do



believe the previous adninistrations deserve credit for that.

Then | don't-you know, the lion's share of the credit belongs to
the people in the private econony: the people who restructured in
the eighties; the workers who got better training and understood the
gl obal econony and didn't press for what woul d have been
inflationary increases in pay and benefits, that aligned them nore
with the real profitability of their firms; and then finally what, |
think, only in the last couple of years has conme to be fully
appreciated is the enornmous contribution of the technol ogy
revol utions, which are centered, still, in the high-tech
sector-they're 8 percent of our enploynent, but they've been 30
percent of our growth-but also are rifling through every other
sector of the econony in a way that has added to productivity that
is only now being neasured. If you noticed, the |ast couple days we
had a new estimate of productivity growh. My sense is that al
al ong, the econom sts underesti mat ed-under st andably, based on past
experience-the productivity contribution of technology and the
ability of a combination of fiscal discipline, open markets, and
productivity increases, to prolong the growth in a way that would
generate | arge nunbers of jobs and begin to broaden the benefits of
the recovery. That was another real problemfor-we had 20 years
where incone inequality continued to increase, because of the way
the recovery was structured. So | think you have to | ook at the
whol e pi ece.

And then | think now, we're beginning to get the benefits of the
third part of our econom c strategy, which was to continue to nake
the requisite public investnents, which have, | think, made a
significant contribution in education, in training, and we've got
col |l ege going up by 10 percent now, over when | took office. W' ve
made real, contin

| took office. We/ve nmade real, continuing investnments in science
and technol ogy, which | think are pivotal to the long-term health of
the economy and the continuation of this productivity increase.

So | think that we've made a contribution, but the lion's share of
the credit-as always, since it's a private econony; we had the
hi ghest percentage of private-sector jobs in this econom ¢ boom |
thi nk, of any one since we've been keeping such statistics.

Q To followup on this, M. President, | notice that in your |ast
interview with a group here about the econony a week ago or so, you
were very generous with credit. There are some people, in fact, who
are saying, this is one long boom W're in the 17th year of an
expansi on. What do you think of that account of what's going on with
t he economy?

The President. Well, we could say that, basically, we've been in a
30-year boom and gone back to '61, or a 40-year boom but for the



oil price problenms, which led to all the inflation. | nean, you can
argue this flat or round. There is a fundanmental health in the
American free enterprise system which has prospered in the globa
econony. And in that sense, the people who set up the systemat the
end of World War 11 deserve a lot of this credit. | don't think you
can di saggregate all this.

I think the fundanmental nistake that was nmade in the eighties was
basi cal | y abandoning arithmetic. | think that we got out of that
recessi on, and we had-you renenber-we had inpossible conditions in
the seventies, with recession and high inflation at the sanme tine,
caused by a set of economi c circunstances that were not of our own
meki ng, at least certainly nostly not of our own making.

So the idea of stinulating the econonmy in the early years-of the
Reagan years was, even though it was masked in anti-Governnment
rhetoric, was basically traditional Keynesian econom cs. But the
problemis, when we had a recovery, because it was sold as a, you
know, "tax cuts are good; Governnent's bad" package, we wound up
with a structural deficit that couldn't be overcome wi thout a series
of highly difficult and controversial decisions that were enbodi ed
in the Budget Act of '93, which required both tax increases and
spendi ng restraint. And the people who shoul dered the burden of that
pai d a considerable political price in the elections of '94, but |
think there's no question that it enabled us to have a bal anced,
longterm stable, not only statistical recovery but finally
job-growth recovery that was nmore broadly shared. It seenms to ne
that was the problemwi th the eighties philosophy, that we wound up
with a structural deficit that was totally unsustainable. And
think it basically grew out of the ideol ogical wapping of what was
done in 1981.

Q just one last question along those |lines. Sonetines when
listen to you recently, in the talks that you give, | get the sense
that you're trying to assure or encourage that your adm nistration
get sufficient credit for the boomthat's going on now, whether for
hi stori ans, whether in the next election. And |I'm wondering if you
have any sense of that.

The President. No, | don't have any sense of that. What | say is
what | believe to be true, and |I've tried to-with you, |'ve tried
to, as | said in the State of the Union, as always the major credit
for anything good that happens in this country belongs to the
Ameri can people and the people and what they do in their private
lives.

| think Government plays a pivotal role, and | do not-let me flip
it around. If you go-forget about what | m ght say. Look at what
Al an Greenspan has said; |ook at what all the conmentators have
said, going back to the '92, '93, '94 period. | do not believe that
we woul d have had a recovery this robust, with this many jobs-I
don't think we'd be anywhere close to that-if we hadn't taken



serious, aggressive, and inmediate action to get rid of the deficit
and to bring interest rates down and to free up investnent and at
the sane tine, by getting interest rates down, to put nore noney
into the pockets of people. They had | ower hone nortgage, car
paynments, college |oan paynents, credit card interest paynents,

whi ch enabl ed the consumer side of this boomto continue.

| also don't believe that there woul d have been anything like the
amount of business investnent borrowi ng or consuner borrow ng, if-I
don't think that would have been sustainable, in this environnent,
unl ess the Governnment had not only elimnated the deficit but gone
into surplus and begun to offset private debt with public savings.

So | sinply think that's a fact. But | don't-but ny view of this is

different. | don't think anybody can claimsole credit. And |'m not
so interested in that. | think what's happened is, Anmerica is

foll owi ng a bal anced policy now And if America stays on that course
when |'m not President anynore, | think we'll meet with success. And
then we'll have to be flexible, you know, if intervening events
cause a recession, well, there will be cause for adjustment in
policy.

But if we had adjustnment in policy, it mght work.

I mean, if we had continued with these deficits, then the next tinme
we had a recession, deficit spending wouldn't have been an option to
hel p get the country out of a recession. So to ne, the American
peopl e should look at this in ternms of-1 think I did nmy job. But I
think the rest of the-1 think Alan Greenspan did his job. | think
the people in the high-tech sector were terrific. | think the people
who restructured all of Anerican industry and business to increase
their efficiency and productivity were great. And | think the
wor ki ng people of this country deserve a |lot of credit for
under st andi ng that they can only get wage and benefit increases that
were rear and-if they got out of line with econonmic growth, then
that could contribute to inflation as well

So | think we've had a remarkabl e bal ance here, where the Anerican
people, all of us in our own way, essentially have done what we were
supposed to do. And there's nmore than enough credit to go around.

Technol ogy Revol ution

Q M. President, can you talk just a little bit-you tal ked about
the high-tech sector and how i nportant that is to the econony. Can
you tal k about the Internet for a second and how inportant it is to
t he ongoi ng boon? And al so, can you tell us how worried you are
about what's happened over the last 3 days with these attacks on
websites? If this is a growing part of the econony, should we be
concerned that it's so vulnerable to attack? And is there anything



t he Governnent ought to be doing about it, beyond what the FBI is
al ready doi ng?

The President. Well, let me give you a brief answer to the first
guestion you asked, because | think we could talk for hours about
that. Quite apart fromthe technol ogy revolution, | don't think we
have any way of neasuring the contributions that the Internet is
maki ng and will continue to make, not only to the overall growth of
the American econony but to the range of individual opportunities
open to people.

You may have heard nme say this in sonme of ny talks, but | was
amazed-1 was out in northern California a few weeks ago with a bunch
of people who work with eBay. And they were telling nme, now, that
there are over 20,000 Arericans who actually nmake a |living on eBay,
not working for eBay but on eBay buying and selling, trading-and
that they have enough information on their user base to know that a
signi ficant nunber of these people were once on welfare. And they
figure out a way to stay hone, take care of their kids, and
literally nmake a living buying and selling on eBay.

Now, that's all | know about that. | don't have any nore facts.
It's an interesting story you mght want to follow up on, but the
point is that this is just one exanple of, | think, a virtually
unlimted nunber of new economi c opportunities which will be open. |
also think-it will shrink distance in a way that will nake it
possible for nore profitable investnments to be made in areas that
are now still kind of left behind in this econony.

And | -you know, we've tried to do an analysis of all the areas in
Anerica whi ch have had slow job growh or which still have higher
unenpl oyment. And we devel oped this new narkets initiative and
proposed nore enpower nent zones and things of that kind. But the-if
we can bridge the digital divide and literally make the Internet
accessible to |l ower incone people and to places that are not fully
participating in this economy, | think the potential is staggering.

Now, to the second question, yes, |I'mconcerned about the | atest
hacki ng i ncidents. But | think that, you know, we've gotten all this
i ncredi bl e benefit out of a systemthat is fundanentally open. And
as you know, |'ve worked hard to keep it unencunbered, to try to
make sure that Internet comrerce is not unduly burdened by
regul ation or taxation. And if you have an open system i ket his,
you're going to have to have continuous guardi ng agai nst intrusion
And people go where the noney is. It's like WIllie Sutton, you know?
I nmean, the noney's in information and in know edge about
transacti ons and opportunities.

And so ny view of this is that this-our renewed vigilance to try to
deal with cyberhacki ng, or even cyberterrorism is part of the cost
of doi ng business in the nodem world. W' ve been working hard on



this for 2 years. W've proposed, | think, $2 billion in this budget
to deal with it. W' ve got this, you know, this proposal for a
cyber-acadeny to train young people to try to work to help us
prevent illegal intrusions into the Internet and into inportant

dat abases.

And we have this FBI center, as you know, and-I think it's in
Pennsyl vani a, near Pittsburgh-that's |ooking into these | atest
incidents. But I'"'mgoing to bring in some people next week fromthe
private sector and from our Governnent team to talk about what if
anyt hing el se we can do about this.

Q Because of the incidents that just happened?

The President. What?

Q You're going to bring themin because of these events that just
happened?

The President. Yes, Yes. As a result-you know, we have a conti nuing
ongoi ng consultation with them W' ve had extensive conversations
| eading up to the proposals that we've already made and the work
we' ve done for the last 2 years.

But | don't-1 wouldn't-1 think it's inmportant that we not overreact
to this. I mean, we don't want to shut off this incredible resource,
which I think will be a source of great wealth and, | think, wll
have all kinds of social benefits, not only in the United States but
around the world. And we just have to recognize that it's |like any
other new institution that's a source of ideas, information, and
weal t h.

| nean, people used to-it's harder to rob a bank than it used to
be, and we figured out howto make it harder. And we'll figure
out-we'll continue to figure out to secure the Internet w thout
shutting it down or closing off options. But the Anerican people, in
my view, should look at this as an inevitable negative devel opnent
in what is an overall very positive trend. And there's probably no
silver bullet to deal with it, but we'll keep working at it until we
can prove our capacity to protect the people who are participating
init.

Q But doesn't this set sone limts on the growmh of the new
econony, the Internet econony? | nean, there was this poor soul who
was described in the Post today--he sat there on E- TRADE and wat ched
his stock drop 6 percent while he couldn't get online. |I nean, if
some l1l4-year-old kid-and we don't know who has done this, but if
some l1l4-year-old kid with a PC can screw up the systemthat badly,
doesn't that effectively limt how much people are going to trust it



and how rmuch people are going to use it?

The Presidnet.. Unless we can solve it. But unless we can figure
out how to solve the problembut ny instinct is that there are
people just as clever or nore clever who will be interested in
maki ng the thing work for society as a whole as there are those that
want to gum UP the works.

The fact that a 14-year-old did it, | don't think, should be
surprising to anyone. | nean, all the rest of us-you know, you get
to thinking by the tinme you' re 35, you're too old to break new
ground in this area. But it's troubling, but | don't-again, | would
say that if you | ook throughout history, every new positive
devel opnent contains within it the seeds of its own vulnerability,
and then people, either for pure m schievousness or because they're
trying to do sonething really wong and reach sone illicit benefit
try to interfere with it

So | don't think what you're seeing today is sort of anything new
in terms of human nature or people trying to put their ingenuity to
wor k for destructive purposes. And we just have to keep worKking
until we find ways to thwart it. Because | think fundanentally, this
has been an extraordinarily positive devel opnent for our country and
for the world.

Bi ot echnol ogy and the Human CGenome Proj ect

Q M. President, can | take you fromthe new econony to what you
may call the new- new econony, biotech and the human genone. As
you know and as you've said in the State of the Union, we're within
nmont hs of having a first draft of the entire human genetic code. As
I'"m sure you al so know, there is sonme argunent about how we can best
put it to use: Whether we should have very broad access to it by
scientists and so on, or whether we get products, new treatnents,
and so on, faster, if it's nore narrowmy constrained, or access to
parts of it, substantial parts of it, are nore narrowl y constrai ned;
shoul d the public, and especially the research community have ready
access to the underlying human code, the genone itself?

The President. Yes.

Q You know that there are people who say that we should all ow
extensive, broad patenting of it, not just to use, but have a
conpositional matter portion where people actually---Conpanies,
bi ot ech conpani esbi ot ech conpani es, the drug conpani es actually
control the underlying sequence, and that's the best route to get
products out fast, get new treatnents. What do you think of that
ar gunment ?



The President. | basically agree with the guidance that the Patent
O fice has now announced, that they believe that the broad
i nformati on, the basic sequencing of the genonme should be nade
public and should be made publicly available to scientists and
researchers, to all people in private sector businesses and

Q Wiy do you think the Patent Office is-do you think the Patent
O fice is saying that, and why do you think the Patent Ofice is
sayi ng that? Because there are many people, Dr. Collins, for
exanpl e, who you were with 2 days ago who say that's not what the
Patent Office is doing?

The President. Let nme anwser your question first of all, and then-I
think the patenting should be for specific discoveries and
devel opnents that have a clear and definable benfit, because you
don't want to take those things, you don't want to-1 think we would
be making an error not to give people who devel op such things the
benefits of them and you would, then, discourage private investnment
and research in that area

Now, | think sone-1 believe-and | think that's the position that
Dr. Collins believes that we should have. Now, the Patent O fice has
been criticized for not followi ng that, for having a policy that was
too broad if you will, but they have-ny understanding is that
t hey' ve announced new gui dance and that this is the policy they're
going to try to follow prospectively into the future, and it's the
one | think they should follow. And | understand there is a debate
about this.

But | think nost scientists and researchers believe the basic
i nformati on ought to be as broadly shared as possible. And then when
peopl e devel op sonet hing that has specific use and comrerci a
benefit and the kind of thing that has to be done and shoul d
properly be done in the private sector, then that ought to be
pat ent abl e.

Q Because, for exanple, Dr. Collins, who you were with a coupl e of
days ago, and Dr. Lander talked with you and to you about this at
the mllennial evening last fall, have concern about this, | wonder
woul d you sketch what you think-in a little nore detail-what you
thi nk ought to be publicly avail able and how you can assure that
that is publicly available even when we have a very aggressive, very
i nnovative private sector that is filing patents |ike mad?

The President. The thing that |'m concerned about, obviously, the
thing that I'm concerned about is the capacity of the Patent O fice
to make the judgnents and to nake themat a tinmely fashion and to
draw the lines in the right way. And you know, | certainly don't
feel, for exanple, that | have the | evel of know edge to know how to
split the hairs there. And I think what we've got to do is to make
absolutely sure if we've got the right policy. Then we have to nake



sure that the Patent Office has the capacity to inplenment the
policy, not only in the right way but in a tinmely way.

The worst thing would be to have these things all bogged down for
years and years and years. And | think that's one of the things
we're going to have to assess this year to really try to make sure
that we have the capacity to nmake the right judgnments and to neke
themin a tinely fashion.

Nat i onal Econony

Q If | could take the discussion back to a little bit of a nore
broad approach, things are going so well now econonically speaking,
and you regularly recite figures that are very inpressive, |'m
wondering if there is any particular thing or set of things that you
regard as possible threat on the horizon that we need to | ook out
for, that we need to be paying attention to. There's been sone
di scussion of high oil prices, for exanple, and they've tal ked about
the trade deficit.

What woul d you see as the things we need to be watching?

The President. The thing that bothers nme about the high oil prices,
primarily, is the disproportionate effect it has on people who are

excessively relying on oil. W still have, nostly in the
m d- Atl anti c and New Engl and-we still have too many people who stil
rely on hone heating oil. They're the ones that have really been
hurt.

The country's overall reliance on oil is nuch less than it was 25

years ago when we had the big oil price problem And we're on the
verge of real, new breakthroughs in fuel efficiency. Qur ability to
build our buildings with far | ess energy use per square foot is
dramatically increasing, both residences and office buildings. There
are all kinds of advances in factory efficiency now.

So the real problem| have with the oil prices is the very
ol d-fashi oned problem of re people that are just too dependent on
home heating oil, and it's a real, serious problem

But | don't think that will sink the overall economy or threaten
it. I think it's far nore likely that we have to be vigilant about
the size of our trade deficit and the anobunt of American obligations
hel d by people in other countries, conbined with a very high | eve
of debt in this country.

One of the reasons-right now, we're in good shape on that, because
the debt-to-- wealth ratio of Anericans |ooks very, very good



i ndeed, even though the per capita debt is high. | also think the

i ndi vi dual savings rate is somewhat understated because | don't
think we cal cul ate the inpact of honeownership as well as we shoul d,
and we have the hi ghest honeownership in history.

But for me, that's another argunent for our econom c strategy.
That's why we ought to be trying to-not trying to, we ought to be
actual ly paying down the debt and be very disciplined about it and
say that we're on a track to elimnate the publicly held debt over
the next 13 years. | understand there's a |lot of problems with
peopl e who think that would be bad for the bond market and interest
rate settings and all that. That's an arcane decisi on we could have
on anot her day.

But | think basically, one of the reasons that | have been so
adamant about paying this debt down is that it tends to stabilize a
systemthat requires if you're having a |l ot of business expansion
requires a |lot of business borrowi ng for new investnent, and where
you have a | ot of personal borrowi ng from people who feel the
security to do it, because they have nore assets, but the val ue of
the assets is dependent in part on the overall stability of the
econony, the confidence of the Anerican people, and the confidence
of investors around the world.

I don't think we made a mistake to | eave our markets open, for
exanpl e, during the Asian financial crisis, even though it expl oded
our trade deficit, because | think it hel ped the Asians to recover
nmore quickly, and it helped to stabilize the gl obal econony. But if
you ask me the only things that |I'm concerned about, |I'm concerned
about those things. And | think the way to deal with themis to do
what we're doing, which is to keep paying the debt down, so that the
overall fiscal health of the Anerican econony, when you | ook at
public and private debt, against assets and wealth and growth
potential, continues to be robust and strong and the confidence
remai ns hi gh.

Japan's Economi c Situation

Q Speaking of the trade deficit, Japan looks like it's sliding
back into recession. | know that this Governnent has been jawboni ng
t he Japanese for years nowto try to get themto change policies.
How worrisome is it that after all their effort, they're going
backwards at this point in ternms of our trade deficit?

The President. | think that-let's just tal k about Japan a m nute.
First of all, it's a very difficult case, because you' ve got this
country of people who work very hard, who are very well educated,
and who have an enornous technol ogi cal base. My heart goes out to
them because they have tried to takethey've taken interest rates
down virtually to zero and are virtually paying people to borrow
money. And then the savings habits of the Japanese are so great-and



for that and other reasons they' ve had difficulty making that
strategy work.

Then they've got a Government deficit nowthey' ve tried deficit
spendi ng, and the deficit is a higher percentage of GDP than ours
was when | becane President. So | think that sonehow what they have
to do is to unlock the creative potential and the confidence of
their people at the sanme tine, which will be politically difficult
because it will require them | think, to keep going to, in effect,
deregul ate, open up, and nmeke nore conpetitive their economny. |
thi nk that sonehow they've got to tap the energies of all these
young people, like all these young people in Anerica are creating
all these Internet conpanies and doing all the things they're doing
t here.

They're an i mensely gifted people, and they work |ike crazy, and
t hey have everything they need | think to succeed. And they're
highly efficient in their energy use. They've got a lot of things
going for them | just think that it nust be so difficult for them
because the traditional stinmulus hasn't worked, traditional bringing
interest rates down hasn't worked, because of the nature of the
present econony. So | think they're just going to have to keep
pushing to unlock the sort of spirit of entrepreneurialismand
creativity and confidence in their econony. And neanwhile, we'l
just keep working with them and do the best we can,

Yes, |'m concerned about it, but I just have to believe that sooner
or later-and hopefully, it will be sooner rather than later--
they' Il come back, because they just have so many assets, they have

so nmuch tal ent.

Q Does it frustrate you at all that they refuse to change sone of
the structural pohcies that we have tried to get themto change over
the years?

The President. Yes, but it just takes time. | nean, | ook at how
long the rest of the world beat up on us before we finally had thein
the eighties-l1ook howlong the rest of the world hit on us before we
finally did sonething about our deficit. For all of the tal k about
the gl obalization of the world's econom es, nations are stil
governed by their people, their own institutions; they deal with
their own inpedinments as well as their own promise. And | think
they' Il get there.

| think the Prine Mnister of Japan is an able man and a nan who
has shown sone political courage already in naking some changes, and
| think what we have to do is keep pulling for them and do our best
to share what we believe will work. And we all need a little
hum ity because they-you know what works in one decade i s not
al ways great in the next decade. And all these countries had to-they
wor ked on us for a long time before-you know, telling us we had to



so somet hi ng about the deficit.

But | just hope that they will-1 wi sh that they had the confidence
in thenselves right now that | have in them | w sh that they
believed that they could nake this sort of leap into the 21st

century econony and still be able to maintain their social fabric.
And | think eventually they'll do it because | don't think they want
to fail. | think they want to succeed. And you can't blane them for

pl ayi ng out these two tried and true strains of economic recovery,
on the deficit spending and on the |low interest rates, before
getting to-because that was easier to do than to deal with the
underlying structural issues. And | think eventually they'll do

t hat .

| nean, |ook at the pain that was caused in America in the 1980's
when all the industries had to be restructured and all the the whole
econony was topsy-turvy, and there was a lot of difficulty there for
people. And countries don't willingly absorb that kind of short-term
pai n, even though they know the long-termgain is out there.

So | just think that-but | think they'll get to it. They'll have
to. And | think they will, and I think we just need to stick with
them Kkeep encouragi ng them keep supporting the right kind of
change.

Q Thank you very mnuch.

The President. It's an interesting time to be alive, gentlenen.
Don't you think?



