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FOR IMMEDIATE RELEASE Contact: Jon Murchinson
May 2, 1996 . (202) 622-2960

MICROLENDING AWARDS PROGRAM ANNOUNCED

Treasury Secretary Robert Rubin and First Lady Hillary Rodham Clinton Thursday
announced details of a Presidential Award program to recognize five aspects of micro-lending
initiatives in the United States that broaden access to credit to lower-income Americans.

Created within the Treasury Department at the direction of President Clinton, the
awards program will honor undertakings that offer not only access to credit, but technical
assistance and training to micro-entrepreneurs. Awards will be presented for the first time
this fall.

"This nation will fall far short of its full economic potential for all Americans unless
our cities and distressed rural areas are healthy," Secretary Rubin said in video taped remarks
prepared for the Association for Enterprise Opportunity where the award details were
announced. "By helping poor people in the United States enter the economic mainstream, we
reduce the social costs of poverty, increase national productivity, and improve social
conditions for all of us... We don’t have a monopoly on good ideas in the United States.
This works overseas, and if adapted to our own economy, it can work in America."

Mrs. Clinton, who has encouraged micro-enterprise lending in the United States and
abroad as a development vehicle, added, "Whether it is for a milk cow in Bangladesh or a
computer in Chicago, women and men need help, encouragement -- and credit -- to make that
first investment. Here in the United States, we are working to build up a micro-enterprise
network."

Secretary Rubin said awards will recognize outstanding and innovative programs that
provide access to credit, technical help and training. Four categories of awards to
development organizations will highlight excellence in program innovation, access to credit,
development of entrepreneurial skills, and poverty alleviation. A fifth category will reward
private sector, foundation and governmental support for these micro-development
organizations.

Microlending -- small loans, often just a few hundred dollars to budding entreprenuers
-- 1s centered in community-based banks, credit unions, community loan funds and other local
institutions. Interest rates are generally comparable to commercial lending rates and loan
repayment rates often exceed those in the commecial sector.
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DEPARTMENT OF THE TREASURY

OFFICE OF PUBLIC AFFAIRS ¢ 1500 PENNSYLVANIA AVENUE, N.W. ¢ WASHINGTON, D.C. ¢ 20220 ¢ (202) 622-2960

FOR IMMEDIATE RELEASE
May 2. 1996

VIDEO REMARKS OF TREASURY SECRETARY ROBERT E. RUBIN
ASSOCIATION FOR ENTERPRISE OPPORTUNITY

Thank you, Mrs. Clinton, and thank you for lending your thinking and support to the
simple but important idea of using capital and capitalism to fight poverty and deprivation,
here and around the world. You have been a champion of microenterprise development, and
your involvement will help provide momentum to a program with a potential for a substantial
impact on poverty both in the United States and in developing nations around the world.

One of the objectives of economic policy must be .0 bring the free market system to
bear on the problems of poverty both here and abrozd. This is in the self-interest of all
Americans.

By helping poor people in the United States enter the economic mainstream, we
reduce the social costs of poverty, increase national productivity, and improve social
conditions for all of us. By helping poor people abroad, we create new markets for
American exports and increase stability, thereby enhancing our national security. Helping the
poor is clearly in the interest of the poor, but it is equally clearly in the interest of all
Americans, no matter where they live or what their economic status may be.

That takes investment in education, in training, in skills. Toward these ends, the
President has expanded Head Start and has helped our nation’s schools betier prepare our
children for the 21st century. He has expanded the Earned Income Tax Credit to help
tamilies choose work over weltfare and to make work pay.

And as you will be discussing here today, that requires expanding capital access, an
important part of helping to reduce poverty in neighborhoods throughout the world. 1 saw it
working in Mantla at a micro-project underwritten by the Asian Development Bank. There,
people n a poor neighborhood who couldn’t possibly get capital in traditional channels are
borrowing to start very small businesses. Moreover, the loans are profitable and the
repayment rate 1s very high. This is micro-lending putting people to work.

-MORE-
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We don’t have a monopoly on good ideas in the United States. This works overseas,
and if adapted to our own economy, it can work in America to help people in distressed
communities better their lives and join the American economic mainstream.

In fact, as you well know, micro-enterprise development has begun in earnest here in
the United States. [ have met people involved in these programs and the results are
encouraging. But we must expand the scale, and at the same time combine the availability of
capital with technical assistance and training for borrowers. Again, a lesson to be learned
from observing programs abroad.

Micro-enterprise lending is just one example of President Clinton’s commitment to
increasing the flow of private capital to economically distressed areas. He has reduced
regulations and paperwork to make the Community Reinvestment Act more effective for
borrowers and less burdensome for banks, and he has successfully defended the Community
Reinvestment Act against Congressional efforts to undermine it.

He has also, and very importantly, launched the Community Development Financial
Institutions Fund, or CDFI, to provide seed and expansion capital to community-based banks,
credit unions, community loan funds, and micro-lenders. These institutions foster economic
growth and job creation in their neighborhoods. When we issued our first call for CDFIs and
traditional financial institutions to apply for Fund assistance and incentives, community
requests exceeded current resources by 10 to 1.

Now, as Mrs. Clinton said, the President has asked Treasury to create a Presidential
Awards program for excellence in micro-enterprise development. Today, I'm please to
announced that we are launching these awards, under the CDFI Fund.

The Presidential Awards will recognize outstanding and innovative programs that
provide access to credit, technical assistance, and training to micro-entrepreneurs. Four
categories of awards to micro-enterprise development organizations will highlight excellence
in program innovation, access to credit, development of entrepreneurial skills, and poverty
alleviation. A fifth category will reward private sector, foundation, and governmental
support for these micro-development organizations.

These non-monetary awards will allow micro-enterprise development organizations to
compete for public recognition just as large American corporations now compete for the
Malcolm Baldridge Award. And in rewarding the best in the country, the awards program
will disseminate information to others about best practices, helping to advance micro-
enterprise development more generally. Awards will be presented for the first time this fall.

On a broader front, let me say that these initiatives, from Investing in human capital
to improving access to capital, are enormously in the interest of all Americans, looked at
from a purely hardheaded and business-like perspective. Simply put, I think this nation will
fall far short of its full economic potential for all Americans unless our cities and distressed
rural areas are healthy. And our social fabric will become weaker instead of stronger, again,
for all of us, unless we tackle these problems successfully.



With strong public support for CDFI, the Community Reinvestment Act, the Low
Income Housing Tax Credit, and our new micro-enterprise programs, we now have a chance
to make locally driven, public-private partnerships reach communities across the land. We
can help rebuild neighborhoods, create jobs, and restore hope in neighborhoods long left

behind.

To accomplish this, all of us must meet our respective challenges. Our challenge, the
government’s challenge, is to act as catalyst with investments in people, seed capital and a
helping start. Your challenge, and what this sixth annual AEO conference is all about, is
continually to improve and grow. The challenge to individuals is to take advantage of
educational opportunities and commit to hard work. The challenge to communities is to
organize themselves for change. And the challenge to the business sector is to see its long
term self-interest in bringing everyone into the economic mainstream.

It will take all of us rising to those challenges to succeed. But I believe that is the
only way the United States can reach its full potential in the years and decades to come.

Thank you. Keep up the good work. It is making a difference all across America.

-30-
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OFFICE OF PUBLIC AFFAIRS * 1500 PENNSYLVANIA AVENUE, N.W. « WASHINGTON, D.C. ¢ 20220 ¢ (202) 622-2960

FOR IMMEDIATE RELEASE
Remarks as prepared for delivery
May 2, 1996

VIDEO REMARKS OF FIRST LADY HILLARY RCDHAM CLINTON
ASSOCIATION FOR ENTERPRISE OPPORTUNITY CONFERENCE

Good Morning. Although we can't join you in person, Secretary Rubin and I wanted
to take this opportunity to congratulate the Association for Enterprise Opportunity and all
your members on the important work you are doing to expand economic opportunity to all
Americans. This is a vital undertaking, and your gathering comes at a crucial time.

The basis for any long-term solution to poverty rests in a community’s ability to help
those iiving in poverty raise their own incomes. Low-income Americans are capable and
hard-working. What they lack is not initiative, but opportunity and access to credit. As one
woman working to establish her small business in Colorado said to me, "Too many great
ideas die in the parking lots of banks."

Members of AEO know the importance of microenterprise. You have provided
people across our country with opportunity -- the opportunity to borrow small amounts of
money and prove that all kinds of people are credit-worthy. You have given people the
opportunity to gain technical knowledge to start small businesses or to bring some great ideas
to life, and most important, to improve their own lives and the lives of their families.

In my travels throughout our country and around the worla, I have seen first-hand the
transtorming effects small loans can have, especially for women and their families in both the
developing and developed world. At the Grameen Bank in Bangladesh, I met a woman who
used a small loan to buy a milk cow. After she paid off the loan with proceeds from the
milk. she took out a loan for another cow. After repaying that loan, she decided it was time
for her husband to help increase the family income. She took out a third loan to help him
buy a rickshaw.

And I met a woman in Chile whose whole outlook on life was changed by the fact
that someone took a risk and lent her money to buy a sewing machine. She said she felt like
"4 bird freed from its cage" when she received her first loan.

-MORE-
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FOR IMMEDIATE RELEASE CONTLCT: Office of Financirc
May 6, 1996 202-219-33E¢

RESULTS OF TREASURY'S AUCTION CF 13-WEEK BILLS

Tenders for $13,671 million of 13-week bills to be issued
May 9, 1996 and to mature August 8, 1996 were
accepted today (CUSIP: 9127943C6) .

RANGE OF ACCEPTED
COMPETITIVE BIDS:
Discount Investment

Rate Rate Price
Low 5.01% 5.14% 98 .734
High 5.03% 5.16% 98.729
Average 5.02% 5.16% 98 .731

Tenders at the high discount rate were allotted 12%.
The investment rate is the equivalert coupon-issue yield.

TENDERS RECEIVED AND ACCEPTED {in thousands)

Received Accepted
TOTALS $61,981,848 €13,670,968
Type
Competitive $56,354,705 $8,043,825
Noncompetitive 1,608,633 __1,608,633
Subtotal, Public §57,963,338 59,652,458
Federal Reserve 3,948,010 3,948,010
Foreign Official
Institutions 70,500 _ 70,500
TOTALS $§61,981,848 $€13,670,968

RR-1051




LIC DEBT NEWS

Dcepartment of the Treasury ® Bureau of the Public Debt ® Washington, DC 20239

FOR IMMEDIATE RELEASE

CONTACT: Office of Financing
May 6, 1996

202-219-3350
RESULTS OF TREASURY'’S AUCTION OF 26-WEEK BILLS
Tenders for $13,525 million of 26-week bills to be issued
May 9, 1996 and to mature November 7, 1996 were
accepted today (CUSIP: 9127943N2).

RANGE OF ACCEPTED
COMPETITIVE BIDS:

Discount Investment
Rate Rate Price
Low 5.13% 5.34% 97.407
High 5.14% 5.35% 97.401
Average 5.14% 5.35% 97.401

Tenders at the high discount rate were allotted 32%.
The investment rate is the equivalent coupon-issue yield.

TENDERS RECEIVED AND ACCEPTED (in thousands)

TOTALS

Type
Competitive
Noncompetitive

Subtotal, Public

Federal Reserve
Foreign Official
Institutions
TOTALS

RR-1052

Received
549,981,540

Accepted
$13,524,885

$42,383,045 $5,926,390
1,342,685 1,342,695
$43,725,740 $7,269,085
3,500,000 3,500,000
2,755,800 2,755,800

$49,981,540

$13,524,885



PUBLIC DEBT NEWS

Department of the Treasury ® Bureau of the Public Debt ® Washington, DC 20239

FOR RELEASE AT 3:00 PM Con:act: Peter Hollenbach
May 6, 1996 (202) 219-3302

PUBLIC DEBT ANNOUNCES ACTIVITY FOR
SECURITIES IN THE STRIPS PROGRAM FOR APRIL 1996

Treasury’s Bureau of the Public Debt announced activity figures for the month of April 1996,
of securities within the Separate Trading of Registered Interest and Principal of Securities
program (STRIPS).

Dollar Amounts in Thousands

Principal Outstanding $884,881,516
(Eligible Securities)

Held in Unstripped Form $657,998,030
Held in Stripped Form $226,883,486
Reconstituted in April $12,497,534

The accompanying table gives a breakdown of STRIPS activity by individual loan description.
The balances in this table are subject to audit and subsequent revision. These monthly figures
are included in Table VI of the Monthly Statement of the Public Debt, entitled "Holdings of

Treasury Securities in Stripped Form."

Information about "Holdings of Treasury Securities in Stripped Form" is now available on the
Department of Commerce’s Economic Bulletin Board (EBB). The EBB, which can be
accessed using personal computers, is an inexpensive service provided by the Department of
Commerce. For more information concerning this service call 202-482-1986.

00o
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1ABLE VI~ HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM

. APRIL 30, 1996

(In thousands)
| Principal Amount Outstanding 1
{ | -_— i Reconstituted
Loan Descrption | Maturity Date | Total | Portion Held in ] Portion Heid in 1 This Month #1
| ] | Unstnpped Form | Stnpped Form 1
3/8% Note C-1996 .. | 05/15/96..... | 20,085,643 | 16,020,043 | 4,065,600 | | 385,600
1/4% Note D-1996 | 11115/96..... ! 20,258,810 | 16,526,010 | 3,732,800 | | 80,400
172% Note A-1997. | 05/1507..... I 9,921,237 | 8,328,837 | 1,592,400 | | 305,200
5/8% Note B-1997 | 081587 i 9362836 | 7,084,436 | 2,278,400 | | 92,800
7/8% Note C-1997 | 111sm@7 | 9,808,329 | 6,817,928 | 2,990,400 | | 158,400
1/8% Note A-1998 | 02115/98 .. | 9,159,068 | 7,802,268 | 1,356,800 | | 55,680
» Note B-1998 . | 0515/98...... ] 9,165,387 | 7,062,587 | 2,102,800 | | 50,000
1/4% Note C-1998 _ . | 08M5/98.. . ] 11,342,646 | 8,672,246 | 2,670,400 | | 129,600
718% Note D-1998 . . | 1115m8. . i 9,902,875 | 6,789,275 | 3,113,600 | | 20,800
'18% Note A-1999 . | 02M5/99 | 9,719,623 | 8,346,823 | 1,372,800 | | 104,000
1/8% Note B-1999 | 05/15/99..... I 10,047,103 | 7,083,903 | 2,963,200 | | 86,400
» Note C-1999 ... | 08/15/99..... ] 10,163,644 | 7.561,019 | 2,602,625 | | 14,350
"18% Note D-1999 | 1115/98 | 10,773,960 | 7,319,560 | 3,454,400 { | 52,800
2% Note A-2000 | 02/1S/00...... | 10,673,033 | 7,967,033 | 2,706,000 | | 71,600
'18% Note B-2000 ... | 05/15/00...... ! 10,496,230 | 5,755,430 | 4,740,800 | | 0
14% Note C-2000. . .. | 0815/00..... I 11,080,646 | 7,035,046 | 4,045,600 | | 152,160
2% Note D-2000 ... | 1415/00..... | 11,519,682 | 7,388,882 | 4,130,800 { | 24,000
i14% Note A-2001 | 02115/01..... | 11,312,802 | 8,026,402 | 3,286,400 | | 40,800
. Note B-2001. ... | O05M5/01..... | 12,398,083 | 8,872,508 | 3,525,575 | | 85,600
/8% Note C-2001. . . | 08M5/01..... | 12,339,185 | 9,705,585 | 2,633,600 | | 64,000
12% Note D-2001 | 11AS5/01.. .. ) 24226102 | 21,309,302 | 2,916,800 | | 286,720
2% Note A-2002.... | 0515/02...... ( 11,714,387 | 10,058,397 | 1,656,000 | | 93,360
18% Note B-2002... . | 08M5/02..... | 23859.015 | 22,780,615 | 1,078,400 | | 102,400
/4% Note A-2003.. ... | 0215/03...... i 23,562,691 | 23,073,987 | 488,704 | | 528,576
14% Note 8-2003... .. | 08M5/03 ... | 28,011,028 | 27.785,428 | 225,600 | | 32,000
/8% Note A-2004 . . | 02115/04. ... { 12,955,077 | 12,953.477 | 1,600 (| 0
/4% Note B-2004. . | 05M5/04...... I 14,440,372 | 14435572 | 4,800 || 0
14% Note C-2004... . | 0815/04.... } 13,346,467 | 13,312,867 | 33,600 | | 0
8% Note D-2004... . | 11504 .. | 14,373,760 | 14,373,760 | 01} 0
2% Note A-2005 . | 02/15/05..... | 13,834,754 | 13,834,354 | 400 || 0
2% Note B-2005.. . | 0S5M5/05..... ] 14,739,504 | 14,739,504 | 01l 0
2% Note C-2005.. ... | 08M5/05.... | 15,002,580 | 15,002,580 | 0] 0
18% Note D-2005... . | 111505, i 15,208,920 | 15,209,820 | 01l 0
8% Note A-2006...... | 02HMS5/06..... I 15,513,587 | 15,513,587 | 01|l 0
5/8% Bond 2004....... | 11115/04..... i 8,301,806 | 4,157,806 | 4,144,000 | | 176,000
5 Bond 2005 ... ] 05MS/05..... ) 4,260,758 | 2,208,208 | 2,052,550 | | 40,000
3/4% Bond 2005 ... | 08M5105... | 9.269,713 | 7,079,313 | 2,190,400 | | 64,800
8% Bond 2006 ... | 02115106.. { 4755916 | 4750604 | 5312 | | ]
3/4% Bond 2009-14.. | 11MSM4..... | 6,005,584 | 2,062,384 | 3,943,200 | | 132,800
114% Bond 2015..... . | 02MS5AMS...... | 12,667,799 | 9,313,079 | 3,354,720 | | 795,200
3/8% Bond 2015 ... . | 08M5/15.... | 7149916 | 2,313,116 | 4,836,800 || 200,000
8% Bond 2015. ... | 1115M5... | 6899,859 | 4034259 | 2,865,600 | | 547,200
4% Bond 2016........ | 02n15M6..... | 7,266,854 | 6,666,054 | 600,800 | | 51,200
4% Bond 2016....... | 0S5MSH6...... [ 18,823.551 | 18,584,351 | 239,200 | | 32,000
2% Bond 2016 ... | 11A5/16...... ] 18,864,448 | 17974528 | 889,920 | | 4,800
4% Bond 2017....... | 05M5M17... | 18,194,169 | 9,770,649 | 8,423,520 | | 711,520
3% Bond 2017 . . | 08MSM7.... | 14,016,858 | 9,349,658 | 4,667,200 |} 864,000
3% Bond 2018 ... | 05M5M8..... | 8,708,638 | 2,660,639 | 6,048,000 | | 86,400
3ond 2018. ..., . | 11158, | 9,032,870 | 3,144,470 | 5,888,400 | | 211,000
3% Bond 2019....... | 0215/19.... | 19,250,798 | 5,409,198 | 13,841,600 | | 649,600
3% Bond 2019........ | 08M15/19.... i 20,213,832 | 17,073,352 | 3,140,480 | | 520,000
2% Bond 2020........ | 0215120..... | 10,228,868 | 6,268,068 | 3,960,800 | | 502,000
1% Bond 2020........ | 0515720...... i 10,158,883 | 4,208,923 | 5,948,960 | | 439,040
1% Bond 2020. ... | 08M15720...... | 21,418 606 | 5,247,406 | 16,171,200 | | 779360
3% Bond 2021 ... | o2r521..... ] 11,113,373 | 10,273,373 | 840,000 | | 268,800
1% Bond 2021... ... | 0515/21...... | 11,958,888 | 5,036,328 | 6.922,560 | | 206,720
1% Bond 2021, .. | 08/M15/1..... | 12,163,482 | 3,673,242 | 8,490,240 | | 76,800
3ond 2021 ... | 11A521.... | 32,798,394 | 6,420,794 | 26,377,600 {{ 667,000
1% Bond 2022 ..... | 0815722. | 10,352,780 | 8,306,390 | 2,046,400 | | 115,200
1% Bond 2022 ... | 1115722...... ] 10,689,626 | 3,594,026 | 7,105,600 | | 65,600
1% Bond 2023, ... | 02/1523...... ] 18374361 | 14,638,361 | 3,736,000 | | 340,800
1% Bond 2023 . | 08/15/23.. | 22,509,044 | 22,402,164 | 506,880 | | 244,928
'% Bond 2024 ... ... | 11/15724. ... | 11,469,662 | 4,627,982 | 6,841,680 | | 290,320
% Bond 2025. ... { 0215725, . 1 11,725,170 | 6,920,370 | 4,804,800 | | 387,200
% Bond 2025....... | 08/15/25...... | 12,602,007 12,373,847 | 228,160 | | 0
jond 2026 | 02/15726...... | 12,904916 | 12,904916 | 0] 0
! ] _—
N b ) 884,881,516 657,998,030 12,497,534

!

226,883,486 | |

ffective May 1. 1987, secunties held i stnpped form were ehgibie for reconstitution to therr unstnpped form

"

On the 4th workday of each month Table Vi will be available after 3:00 p m eastemn time on the Commerce Departtment's
conomic Bulietin Board (EBB) The telephone number for more information about EBB 1s (202) 482-1986 The balances
thus table are subject to audit and subsequent adjustments



OF THE TREASURY

OFFICE OF PUBLIC AFFAIRS ¢ 1500 PENNSYLVANIA AVENUE, N.W. ¢ WASHINGTON, D.C. ¢ 20220 ¢ (202) 622-2960

ADV 7 PM. EDT
Remarks as prepared for delivery
May 6, 1996

REMARKS OF TREASURY SECRETARY ROBERT E. RUBIN
RECIPIENT OF COLUMBIA UNIVERSITY’S BUSINESS SCHOOL
AWARD FOR DISTINGUISHED LEADERSHIP IN GOVERNMENT
NEW YORK, NEW YORK

Let me start by saying that I appreciate your giving me this award, but I'd like to
accept this award not just for me, but for everyone in government service. Speaking for
myself, the past three and one-half years have given me the extraordinary opportunity to
take my experience of 26 years in the private sector, dealing with markets, the
international arena, and all the rest, and turn it to dealing with issues of the nation. It’s
been challenging, at times frustrating, but rewarding in a special way. In a bigger sense,
I think this award is very important because you are doing something far too few people
in the country do, which is providing recognition for public service. And I’d like to use
this occasion to discuss with you, a very influence audience, the important subject of
government.

The oldest argument in the history of this country is over the appropriate role of
government. The political parties have often traded positions in their advocacy of more
versus less. But today, something different has happened. The national debate over the
role and scope of government has been dominated by derogation of government and of
public service.

I am emphatically not saying we should not debate the role of government and
how to improve government. These are legitimate and critical areas of debate, and
central issues with respect to national policy. I believe every view should be heard, as
long as that is done within the confines of law.

RR-1054 (more)
http://www.ustreas.gov
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However, as I said a moment ago, today the debate is dominated by criticism and
derogation. Just think about the voices we hear. First, there are the political and
intellectual voices that argue that the scope of government and its role in society should
be very limited. Second, there are the popular voices on talk radio that disparage the
government and the people who serve in government. And third, there are the voices of
violence. Those are the voices of some in the militias and elsewhere who are actually
threatening federal employees way beyond what the public sees.

The Oklahoma City bombing, obviously, has received enormous publicity, but
there are many, many other instances you have not heard of. Last fall I visited
Treasury’s our Bureau of Alcohol, Tobacco and Firearms office in St. Paul. They’d just
broken up a group suspected of planning to bomb an Internal Revenue Service office. I
was at an anti-violence event in Maryland a few months ago. A woman told me she’d
been working with a school to help convince youngsters not to use guns. She said
someone claiming to be from the Michigan Militia threatened her life, and she was
worried. The Interior Secretary has told me of case after case of Park Rangers and
others being threatened. For those of you who use the internet, try this one day: type
the word militia under a search area and stand back, then start reading some of this
material.

What’s completely missing in the public discussion of government is balance, and
that has serious consequences. One result is that it becomes difficult to get public and
congressional support for the functions of government, such as forward-looking economic
policies that benefit all Americans. Another profoundly important result is that it goes
to the core of our social fabric.

In many ways we live in an era of great change, filled with hope and opportunity.
But this is also an age of anxiety, when families are concerned about economic
dislocation and social and moral issues. Too many Americans experiencing all these
uncertainties also believe the institutions of government they have historically looked to
to find solutions to their problems, are broken. And then, they are more likely to turn to
these who offer harsher rhetoric and more extreme courses of action. All this feeds
extremism in our society, the extremism we see in some of the militias and hate groups
in this nation. At that point, the idea that America is a society where a Constitution and
government and people working together can produce progress for all Americans ceases

to be.

This negativism about government -- this lack of balance -- also makes it difficult
to get public and congressional support for the functions of government, whatever the
broader political judgment as to the appropriate scope of government at any given time.

I think it is imperative for the future of our country, that respect for government
and public service be re-established, again, whatever the judgment as to the appropriate

scope.
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In that spirit, I’d like to make three points.

First, government matters. Second, government has very large numbers of
talented people committed to public service. And third, government is deeply, broadly
and most importantly effectively involved in a reinventing program, just as any business
that wants to succeed must be in a constant mode of reinvention to be efficient, effective
and customer sensitive.

If I might elaborate.

First, government matters. I will not this evening discuss the wide array of
functions government performs that will not be performed in any other way in our
market economy and that matter greatly to Americans. But I would like to touch on a
few experiences that take this observation from the philosophical to the practical.

Five miles from here as the crow flies is the South Bronx. Those of you who
haven’t been there lately should go. You will see a vast area of attractive, rehabilitated
multi-family housing and new single family housing, and the beginnings of businesses
returning and jobs being created. Why? Businesses and communities are coming
together with the help of the Community Reinvestment act, the Community
Development Financial Institutions Fund, and the Low Income Housing Tax Credit.
Government is working, hand-in-hand with the private sector, as the catalyst in
addressing what may be our most critical domestic policy issue, the problems of the inner
city -- a job no other institution in our society can do.

The people who fish in our nation’s streams, swim in our rivers, or for that matter
breathe New York City air, know that the air and water are clearer today than 20 years
ago. A few years ago, I was flying at low altitude over an area where I go fishing, and
you could see the undermining effects of massive developmental disregard of one of the
nation’s most remarkable natural treasures. And 20 years ago, then Mayor Lindsay
talked about not being comfortable breathing air he couldn’t see. Today, that national
treasure is healing, and New York City’s air is appropriately 1avisible. Government
played the critical role in each case, and, in the final analysis, only through government --
directly or as a catalyst -- will adequate environmental protection be accomplished,
though obviously this needs to be approached with sensible balance.

Finally, about two years ago, I was interviewed by a European weekly magazine.
In the middle of the interview the journalist said that the United States was doing well
now, but that 10 or 15 years from now we’d be a second tier economy because of our
problems with schools and the inner cities. These are issues that can only be successfully
addressed through effective government.
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So, government matters. My second point was the people in government. T've
now spent almost three and one-half years in government, a year and a half of it at
Treasury, and two years in the White House. When people ask me what I find most
surprising about government, I invariably say that one of the things that has most struck
me is the quality and commitment of so many people I've worked with. In my time at
Treasury the people who work with me have done the legal work on a $20 billion loan
guarantee for Mexico, fought extraordinarily hard to keep this country out of default,
protected the President of the United States, helped investigate the Oklahoma City
bombing, made it possible for millions of Americans to file their taxes by telephone, and
seized tons and tons and tons of dangerous drugs at our borders. I can tell you from
first-hand knowledge and with absolute certainty that the quality of the work and the
dedication of the personnel rivals that in any first-rate private sector firm.

My third point is that the federal government -- like the business world -- is now
deeply involved in reinvention to make government operate more efficiently and
effectively, and to be more customer sensitive.

The federal workforce is the smallest in a generation, and government is in the
process of turning from the kinds of institutions many of us have pictured over the years,
to agencies bound and determined to do better and, in fact, doing better.

These are the messages we need to carry to the skeptics and the cynics and the
people who no longer have confidence in the role of government and public service. We
must re-establish respect for the institution of government and for those who serve in
government, and for that to happen, the business and professional leadership of this
country can and must play a critical role as opinion leaders in our society.

The debate itself on the function and scope of government, and how to improve
government, must go on, but it must be conducted in the context of support and respect
for government and those in public service, not in an atmosphere of derogation.

If we have your participation, we will honor the idea of public service and serve
our country in a far greater way and on a far larger scale than you have honored me this

evening.
Thank you, and good night.
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INTRODUCTION

Thank you very much. I am delighted to be here this afternoon.

For the first time, the vision of a democratic. economically liberal. vibrant
community of nations stretching from Canada to Chile has become a real possibility. It was
to advance that shared vision that the 34 democratically elected leaders of this hemisphere
came together in December, 1994 at the Summit of the Americas. They pledged to work to
bolster the institutional, social, and political changes that must continue if progress in our
hemisphere is to be truly secure. and prosperity shared by all. To anchor economic and
social reform, they pledged to conclude negotiation of a Free Trade Area of the Americas by
2005. '

To say that a new hemispheric society is within grasp 1s not to say that there are not
profound challenges on the road from here to there. The Mexican financial crisis last year
and its reverberations through Latin America reminded us that economic stability is not yet
assured. The possibility of political and social turmoil also cannot be dismissed. But a
resolute Mexican response to the crisis. supported by a U.S.-led international effort. turned
the situation around quickly. Things are different today in the hemisphere.

I would like to review the fundamental economic changes in the Americas leading up
to the December 1994 Summit in Miami. [ would also like to discuss the crisis that occurred
in Mexico later that same month and what it has meant for our hemisphere. Finally, I would
like to look forward -- to the steps being taken to advance the Miami agenda, and
particularly the economic and financial priorities that Secretary Rubin and his counterparts in
the region will address when they meet next week in New Orleans.
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MIAMI SUMMIT: BUILDING ON PROGRESS IN A REFORMING HEMISPHERE

There is no question that the past several vears witnessed a fundamental shift in Latn
JAmerica. Countries that for decades looked inward and sought to shelter themselves trom the
world began to throw open and tree up their economies. By doing so. Latin Americans took
on competition that they had long hid from and found within themselves the capacities and
energy that had not been tapped before.

The old policies of import substitution were discarded. replaced with a commitment to
trade liberalization -- often unilateral -- and privatization. Foreign investment has been
increasingly welcomed, rather than resisted or feared. as demonstrated by the decision in
Brazil last year to eliminate the constitutional distinction between foreign and domestic
companies.

Fiscal and monetary restraint have become the hallmarks of responsible economic
management throughout the hemisphere. For the region. deticits fell from 6.0% of GDP in
1987 to just 0.2% in 1995 and a projected surplus of over 1% this year. At the same time,
inflation has been brought under control: by 1995, the number of countries experiencing
inflation rates over 40% dropped to four from ten in 1990. In Peru and Nicaragua. four and
five digit inflation rates had been reduced to below 20% -- in Argentina intlation has
dropped trom over 2000% to under 2%.

While hemispheric policies progressed rapidly over the past decade. deep problems
remain. Throughout the region. saving rates remain low. state-ownership of enterprises
continue to be a drain on efficiency and financial svstems are still too narrow, shallow,
concentrated and weak. While economies were growing. they weren't growing fast enough
and large portions ot the population were not sharing in the benefits of growth. It was clear
that deeper structural reforms would be required to address the roots of persistent poverty and

inequality in the hemisphere.
MEXICAN CRISIS AND RESPONSE

The crisis in Mexico demonstrated the tremendous work still to be done. [t put at risk
the progress that had already been achieved. and 1t put to the test the region’s commitment to
a torward looking agenda.

The threat to the United States was clear. Emerging market economies -- led by
Mexico -- support millions of U.S. jobs. In 1995, Latin America and the Caribbean alone
purchased $94 billion of U.S. goods. almost as much as the European Union countries. At
the same time. our hopes for a strong Mexican partner on issues ranging from immigration to
combating narcotics to improving our shared environment were threatened by the likely
political and social fallout from protracted economic distress.

President Clinton recognized the threat to U.S. interests and to the region as a whole.
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He responded with leadership of an international emergency support program tor Mexico.
And with this support, Mexico and countries throughout the region have met last vear's
challenge.

o In Mexico. adherence to a strict adjustment program has restored
economic stability and growth following a determined adjustment. Only
7 months after the crisis began. the government of Mexico regained
access to international financial markets and has since placed some $7
billion of medium-term debt. The overhang of short-term tesobono debt
is gone. And. last week. Mexico concluded an exchange of Brady bonds for $1.75
billion in uncollateralized 30 vear debt. vet another sign that confidence is coming
back.

o In the region, Argentina was the next hardest hit by the Mexico crisis. suffering a test
of the currency regime. a steep rise in interest rates. and a withdrawal in bank deposits
of almost 20%. With IDB and World Bank support. Argentina is addressing its
banking crisis with a program tor consolidation of commercial banks and privatization
of troubled provincial banks. The government also took steps to cut spending and
raise taxes to reinforce stability. all just weeks ahcad ot a presidential election. The
depth of popular support for the government's anti-intlation policies was demonstrated
when President Menem was re-elected resoundingly,

MOVING FORWARD IN NEW ORLEANS

U.S. and international support for Mexico and the commitment to reform in this region
averted a backsliding from earlier economic reforms. [t preserved the opportunity to forge
ahead with a "second-generation" of needed reforms -- including investment in education,
health, and other basic social needs. protection of the environment. and improvement in the
institutional foundations for democratic governance and civic society.

Next week in New Orleans. Secretary Rubin and the region’s Finance Ministers will
explore ways to reinforce economic stability and boost sustainable growth rates. They will
focus on means to promote the development of deeper and more diversitied financial markets

which are needed to raise savings and invest efficiently.
Two challenges for Latin America

To understand why financial market development is so essential. we need to
understand the core challenges that Latin America must address it progress. both economic
and social, is to be secured. Let me discuss two ot the challenges.

First is the need to lock in macrocconomic stability and boost growth rates. If
investors are to have confidence. if businesses are to thrive. and if working Latin Americans
are to be able to save. prosper. and educate their children. cconomic volatility and its causes -



- excessive reliance on net resource transters from abroad to finance investment and stop-go
policies -- must be rooted out.

Second is the need to address persistent poverty and income inequality in the region.
Latin America suffers from one ot the worst records on income distribution in the world. In
Brazil. for example. the top 20% of the population earns 32 times as much as the bottom
20%. This compares to a ratio of 11.7 in Malaysia. with a similar income level. and to ratios
of about 9 in the United States and 4.3 in Japan.  Such mequality means large portions of the
population remain outside the formal economic sector and are excluded trom the benefits of
economic growth.

Success in meeting the first challenge 1s a prerequisite to meeting the second, although
it won't be sufficient by itself. Cycle of inflation and adjustment have taken a terrible toll on
the poor of Latin America and the Caribbean. And poverty is likely onlv to be alleviated in
a context of sustained. rapid growth. Macroeconomic policies and financial market
development and integration are twin kevs to growth and stability. The right kind of financial
market development can also broaden economic participation.

Developing, Liberalizing and Integrating Financial Markets

Where financial markets are not developed. money stays bottled up in small circles.
Capital resources quite simply cannot be channeled to many of the purposes for which they
are needed. Thus, electricity generating plants to power growth throughout an economy go
unbuilt, entrepreneurship is confined to those with personal resources or connections, and
home ownership is rare. Without vehicles for long-term investment of savings. the supply of
capital is constricted and must produce a quick pavback. Risk-taking is limited in the absence
of the means to diversify risks. In sum. saving and growth will fall short ot potential.

Developed and integrated financial markets allow cconomies to derive more trom its
capital resources even if saving behavior is not altered by improved saving vehicles.
Cementing a vibrant financial infrastructure in Latin America will foster a virtuous cycle of
higher growth and saving and broaden opportunities for all citizens to meet their potential.

Throughout Latin America and the Caribbean the legacy of underdeveloped financial
markets has acted as a brake on economic activity. The manifestations of this legacy are wide
ranging:

o Over the past two vears. Mexico. Argentina. Venczuela and Brazil have paid dearly for
lax bank supervision and regulation. as well as volatile economic environments, that
have produced crises in their banking sectors. These problems are being managed, but
at high fiscal costs.

o The limited depth and diversity of markets has restricted access to capital and financial
services and thereby limited opportunities for growth. Small- and micro-entrepreneurs
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pay the highest price tor this fatlure. with only 39, able o access the capital they need.

J Equity markets are underutilized as sources tor raising new capital. With the
exception of Chile. the ratio of market capitalization to GDP is on the order of one-
half or less than in the United States and Canada. \nd in the region. the top ten
stocks account for between a third and a halt of stock market capitalization.

J Only relatively short maturities are available in most countries for debt securities.
including government issued securities.  The absence of medium and long-term debt
instruments means that the markets of Latin America and the Caribbean are poorly
placed to contribute to the region’s vast infrastructure needs. estimated at between $350

- $60 billion a vear.

But. throughout the hemisphere. a recognition of the importance of strengthening
financial markets is taking hold. For example:

. Since 1990. at least 13 countries have established new or more modern bank laws and
regulations, at least five others are implementing major reforms in commercial bank
supervision and eight are privatizing state banks.

o [mportant elements for support of long term finance. such as private institutional
savings vehicles. are beginning to emerge. These vehicles. which include pension
funds, mutual funds and life insurance products. create pools of protessionally-
managed funds seeking long-term investment that allow for greater depth and liquidity
in capital markets. Chile has taken the lead in the development of privately managed
pension funds. with renowned success. and others. including Argentina. Bolivia,
Colombia. Peru and Mexico. are following suit.

In New Orleans, the hemisphere’s Finance Ministers will examine means to accelerate
the pace of financial market development and integration.  Guiding their discussions will be a
recognition of the critical balance that must be struck between ensuring financial market
soundness and investor protection and preserving incentives for innovauon.

Sound Macroeconomic policies to support increased growth and savings

A prerequisite to any effective agenda tor strengthening tinancial markets must be an
ongoing and fundamental commitment to sound macrocconomic policies mn the region.
Implementation of and adherence to tiscal and monetary policies that bring inflation down to
low levels and keep it there. maintain sustainable fiscal and external balances. increase
domestic savings. promote tinancial stability and toster increased real cconomic growth must
be at the core of this region’s agenda. Long-term finance does not take place i an
environment of inflation and macrocconomic uncertainty.

Today. saving is the key challenge. Both saving and growth in Latin America are t0o
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