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January 21, 19353

Memorandum £o: Ma, Matthews

Re: National Economic Council

I attach a revised draft of the NEC charter. The
one remaining issue o be reveolved is o ensure that
Ron Brown is satisefisd with the Charter language concerning
trads matters. Mickey Kantor has indicated that he will
contact Ron Brown and Bob to rescolve this issue tonight or
tomorrow morning.

Please let me know 1f I might be of any additional
agsiscance.

Bast regards.

David L. Caplan
{212} 450-415¢6



National Economic Council

The President shall establish and chair a Naticnal
Economic Council, and appoint an Agsistant to the Prasident
for Economic Policy to direct the Council's activities, The
NET will consist of the President, the Vice President, the
Secretary of rhe Treagury, the Secretary of Stare, the
Dirsctor of the Office of Management and Budget, the Chair
of the Council of Economic Advisers, the Secretary of
Energy, the Secretary of Labor, the Secretvary of Commerce,
the Secretary of Housing and Urban Development, the
Secretary of Health and Human Services, the Seqyretary of
Transportation, the Secretary of Agriculture, the Sacretaxry
of Education, the United States Trade Representative, the
Assistant to the President for Domestic Policy, the
assistant to the President for Rational Security Affairs,
the Assistant to the President for Bconomic Policy and such

cthar personsg s the President may designate. ther
depariment and agency heads will participate on appropriate
issues. The President will chair fhe Council. In his

absence, the Asgistant to the President for Beonomic Policy
will prassids,

On many igsuesg, the Council will function through
egtabhlished or ad hoc subcommittees, tagk forces or
interagency groups, which will be chaired by the President,
the hgsistant to the President for Economic Policy or a
Council member deglgnated by the President {or by
aypropriate designees of the foregoing persons!.

The Becretary of the Treasury will continue to be
the government 's senior sconomic official and ths
Bresident's chief sconomic Spokesman. The Dirvector of the
Office of Managsment and Budget will continue Lo be Lhe
government 's senioy budget official.

Responsibiiities of the Council

The Council will have responsibility for
coordinating advice to the President on overall eCconomic
strateqgy, including both domestic and international economic
policies.

The Council will assist the President in setting
goals and objectives for econcmic policy, ensuring that
individual programs or policlies fit within the overall
economic strategy, and monitoring efforts Lo ¢arry out and
Cimplement the President's economic agenda. The Council will
coordinace the establishment of interagency subcommittess,
task forces or groups to address a variety of scononic
policy matters, including broad public policy issuss
affecting the sconomy {(g.g., trade and export policy,



defenge-conversion policy, infrastructure policy and
research and commercial technclogy policy).

The Council's responsibilities will include
coordinating advice to the Pregident and coordinating policy
decisions on the development of all aspects of the domestic
economic recovery program, including dob development
stratagy, inflarion and deficit reduction strategy,
investment programs, tax policy and industrial
competitiveness strategies. They should also ingliude such
international economic issues as trade, international
monetary and financial policy.

The Council's functions will not include the
following: operating and administrative responsibilities;
che development and implementation of rsqulations {(although
the Council may from vime to time initiate regulatory
proposalsal; and follow-up on second level legislative
initiatives not having a significant 2ffect on the .
President’'s sconomic agenda. In addition, the Coungil of
Eroneomic Bdvisors will continue its traditional function of
providing independent economic advige and analysis to the
President. ‘The establishment of the NEC will not affect the
authority conferred by law on any department or agency of
the covernment.

The fundamental responsibility for development of
pelicy initiatives and implementation of policy once the
President has set the course will reet with the departments
and agenciss {(g.g4.. Tresasury on tax matters, OMB on budget
magteys and the USTR with respect to the coprdination and
developrent of trade policles), with the Council providing
coordination as needed. This meang, in particular,
monitoring progress on decisions already made and taking
gteps Lo ensure that Presidential decisiong are followed
throughout the executive branch.

The President will instruct all departments and
agencies to cooperate with the Council, including providing
information and assistance as required and participating
fully in the Coungii's activitles.

Asaistant to the President for Egonomio Policy

The Council's activities will be coordinated by
the Asgistant to the Pregident for Economic Policy, who
will have rank and responsibility on a par with the
Agsgistant to the President for National Security and the
Aggistant to the President for Domestic Policy. The
Assistant will assemble policy recommendations from relevant
departments and agencies, ensure that the President is
presented all views on policy issues and draft decision
memoranda for the President. The Assistant should be a




coordinator and honest broker framing policy options falvly
for the President..

In each arsa of economic policy, the Assistant Lo
the President for Economic Policy is sxpected to perform the
following functions:

1. To preside over Council meetings in the
abgence of the Pregident;

2. To assemble recommendationg and znfarmaalmn
from appropriate departments;

3. To direct the activities of the Council,
including subcommittess, task foreces and interagendty groups:

4. To prepare agendas for Council meetings;

5. To drair decision memoranda for the
President: ’

6. To participate with OMB in the review of
gignificant regulations affecting overall economic strategy,
with the CEA fulfilling its traditional role in this regard;

7. To participate with OMB in the review of
legislative propesals and snacted bills which have a
gignificant impact on fhe President's sconomic agenda, with
the CEA fulfilling ibts traditional role in this regard;

8. To provide independent, objective evaluationg
of policy cptions;

9. T provmde Lo the President, ag reguested,
the Amsistant's own views of the policies under discussion,
free of the parvicular orientation of individual departments
or agencies; and

10. To agsist the President in reaching out and
consulbing with public and private sector groups, domestic
and international, on scopomic issues and the President's
soonomic agenda.,

Operation of the Council

On the President's overall economic strategy, the
NEC's functions will be performed by the full Council. On
individual issues, these functicns will elther Le performed
by the full Council or by working subcoammittses, task forces
or interagency groups. The Council will coordinate efforts
to develop policies and to implement the President's
decigions on economic strateqgy.



On individual policy proiects, the Council will
generally function by responding to proposals from or
soliciting proposals from the appropriate department or
agency, for example, Treagsury on bax matters. The Council
staff will review the proposal, c¢irculate it to other
appropriate agencies for comment, and convene ad hoc groups
or meetings of certain Council members to discuss the
propesal before preparing a decision memorandum for the
President. Decision memoranda will be circulared to
appropriate departments for comment pricor to submission to
the President, and will in all cases falrly transmit the
recommendations and issues of the department with an
interest in the project.

The Council should generally have a regular weekly
meering. Outside experts may be invited to participate on
particular agenda items. In formulating a recommendation to
the President, or when a decigion needd to be made, the
relevant members with an interest in the matter will meet
2ither in person or by telephone to deal with the matter.

: The Council's staff should be adaguate to fulfill
its mission. It should include persons with a background in
federal budget, capital markets, international economic
policy, tax and fiscal policisgs, brade, and economic
regulation. Staff members should combine substantive ang
analytic ability with communication skills and political
gengitivity. Technical macrosconomic and microeconomic
analysis will continue to be provided by the CEA.

In addition, the staff should have the ability to
draw on and work together with other White House ataff,
including congressional relationsg, legal gounsel, and
communications.

In addition, the Council's staff should monitor
implementation sufficiently to assure that the President's
agenda is achieved.

Relationship with the Pregident '

To emphasize both the reality and the perception
of the significance of economic ilgsues on the Pregident's
agenda, the regular morning intelligence briefing schedule
should include, whéether ag & single segsion with both the
Assisgtant for Economic Policy and the Assistant for National
Security or as a separate sessgion with the Assistant for
Economic Policy, a briefing or ¢conomic developments. The
crder or length of the briefing can vary, depending on the
gpecific issues occupying the President's attention and
developmants around the world at the time. The Assistant
for Economic Policy should receive full access to
intelligence briefings on ecconomic matters from Treasury,
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Commerce, State and the CIA and have full accese to foreign
cables on oconomico igsuen.

Tc make the new process work effectively, the
Agsgistant to the President for Bcoomomic Policy should
generally participabe or be reprssented In meetings the
President has with members of the Cabinet or agency heads on
~eoonomic issues; and proposals or initiatives from the
departments and agencies on economic matterg should be
directed vo the President through the Council.

Similarly, to make the new process work
effectively, White House gtaff preparation for and
paftivipation in meetings with foreign leaders on sconomic
iggues ghould generally include the Assistant for Bconomic
Policy ag well as the Assistant for National Security, with
the relative respongibility depending on the agenda for a
particular meeting.

The Assistant and his staff should generally have
access to activities of the Domestic Policy Council and the
National Segurity Council on a regular basis, with liaison
procedures established to ensure congultatiorn and
information flow on matters affecting overall economic
strateqgy. The Assistant to the President for Booncmic
Policy should have responsibility for c&mrdzratlng
preparation for Presidential briefings on economic policy;
and, along with the Assistant to the Prasident for
Commmaication, the Assistant for Beonomic Policy should have
regponsibility for coordinating praparation of Presidential
gstatementg relating to economic poliliay.

Relationship with other Asgigtants to bhe President

The Assistant will have to establish effective
working relationships with othey senior White House staff,
including particularly the Chief of sStaff, the Assistant bo
the President for National Securitry and the Assistant to the
President for Domestic Policy. . There will inevitably be
overlapping jurisdiction and aﬁaertazn boundaries among the
three principal peolicy Assistants. At the boundaries,
jurisdiction should be worked out on a practical basis,
depending on such factors as the particular interest of the
Asgistant, the capacity and gualifications of his staff, and
the departments most directly involved in the issue.

Subject toe these gulidelines, the three policy Agsistants
should attempt to agree on the allocation of Jurisdiction
and procedures for working toegether, subijsct to review and
resolution of any differences by the Chief of Staff.
Certain principles, however, should be established in
advance;
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The strategic decision to include a particular
initiactive in the President's economic agenda, and
its scope and cost -- for exanmple, the amcunt of
infrastructure spending or fraining and education
investment or the budgetary impact of health care
reform -~ should be within the purview of the
National Economic Council, whils the content,
follow up and specific design of the initiative
would £all under the Domestic Pelicy Council.

International economic policies which bear on
aconemic progpeviny and global sconomic
cocrdination will be the responsibility of the
National Ecoonomic Council. As a result, White
House preparation for international mestings on
aconomic policy such as an economic suwmmit of
industrial nations or economic agenda items for
orher bilateral or multilateral meetings will be
coordinated dointly by the National Economic
Council and the National Security Council. The
role of the deparitmentis on international meetings
will remain with State and Treasury, as
appropriate to the agenda.
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* absence the Vice Preskicnt,andiniziub—
" sence the Assistant, will p

Ezecutive Order 12835
Establishment of the National

"Economic Coundil

January 25, 1993

B the&uthoﬁt)rvestedinmnl‘midm
of the United States by the Constitution snd
the laws of the U, Statas of America, in-

cluding sections 108, 107, and 301 of title -

3 {Fnitad StatesCoéa,itiahercbym
as follovs: ‘

Section 1. Eﬁa&fix&m 'I’hewismh-.

lished the National Ecmomic Council {"ths
Council™. ;

swiMembefs}dp.'}‘haCouméi;ha}S

comprise the:

- {a Pmsident,whoshaﬂmasﬁhahmm

of the Coundil;
- (b Vice Pmndent;

{c) Secretary of State; .

{d) Souetmy of the Treasury;

{e) Secretary of

{f) Secretary of Commerce;

{g) Secretary of Labor;

} Secretary of Housing and Urban De-

velopment;

{13 Secretary of Transportation;

Secretary of Eny
a,) Administra e‘?ﬂm Environmental
Protection Age

neys
th Cizaix of the Council of Economic Ad-

visars;
{m} Director of the Office of Mmag@emeat
and Budget;
{n} United States Trade Representative;
{o} Assistant to the President for Emmznfc
Policy;
Pﬁ{p} Assistant to the Presidmt for Domestic

bey:

(g} National Security Adviser;

{r} Assistant to the President for Science
and Technology Policy; and :

(s) Such other officials of executive
ments and agencies a5 the President may
from time to time, designate.

Sec. 3. Meetings of the Council The Pres-
dent, or upon his direction, the Assistant to
the President for Economic Policy (“the As-
sistant”), may convene meetings g the Coun-
cil. The President shail mslée over the
meetings of the Council, pmfided that in his

Sec. 4. Functions. {a) The principal fune
tons of the Council are: (1) to coordinate
the sconomic policy-making process with re-
wwdomaﬁcmdmtemaﬁand sconomic
Issues; {2) to coordinate sconomic policy ad-
vies to the President: (3} to ensure that eco-

‘pomie policy decisions and programs mcon—

" sistent with the President's stated goals,

o ensure that those goals

eﬂ'w
" tively pursued; and wmmnmzmgxmm

tation of the President’s economic policy

K agend&mmmntmytakawchwﬁms,
. inchuding drafting & Charter, as may be pec-

essry er appropriste to implement such

. - functions.

(b}ﬁimmdc;mmnenwmdagm
es, whether or not oo the

'Councﬂ, shalf mﬁmate economic po!icy

(c)lnpe:fmin eforegnlngfuncbam
- the Assistant will, mpriaw,wm!:in

. mjmmmt&mmm&em

dent for Domestic Policy and the Assistant
to the President for Natiénal Security.

(d)?hemamwaf&e?mmywaﬂm
Hinue to be the senior economie official in
the executive branch and the President's
chief economic spokesperson. The Director
aftha()fﬁc;af?s«!ana mez;tmdBu
as the President's princi udget ?o!m
person, mﬁwnhnugwbemmr
a&ﬁdﬂlinthomtmbrwchmmml

. of Economic Advisers will continue jts tradi.

tional analytic, forecasting and advisory func-
tons, .

Sec. 5. Administration. {8) The Council
may function through established or ad hoc
committees, task ferces or interagency.

groups.
(b)'l"ha{}owx:iishalihsveastaﬁmbe

beaded by the Assistant to the President for

Economic Policy. The Council shall have

such staff and other assistance as may be noc-
essary to carry out the provisions of this
order.

(c} All executive de ents and agencies
shall cooperate with mmd and provide
such assistance, mfonnatzozx, and advice to
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the extent permitted by law.

’ William J. Clinton
The White House,
Jenuary 235, 1993,

[Flled with the Ofiice of the Federa! Register, |
2:57 p.m., January 25, 1983]

Nore: This Executive crder was published In the
Federal Register on January 27,

:
i
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THE WHITE HOUSE

WASHINGTON

March 24, 199%3

PRESIDENTIAL DECISION DIRECTIVE/NEC~2Z

TO: THE VICE PRESIDENT

THE SECRETARY OF STATE

THE SECRETARY OF THE TREASURY

THE SECRETARY OF AGRICULTURE

THE SECRETARY OF COMMERCE

THE SECRETARY OF LABOR

THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT

THE SECRETARY OF TRANSPORTATION

THE SECRETARY OF ENERGY

THE ADMINISTRATOR OF THE ENVIRONMENTAL PROTECTION
AGENCY

THE CHAIR OF THE COUNCIL OF ECONOMIC ADVISOHRS

THE DIRECTOR OF THE OFFICE OF MANAGEMENT AND
BUDGET

THE UNITED STATES TRADE REPRESENTATIVE

THE ASSISTANT TO THE PRESIDENT FOR ECONOMIC POLICY

THE ASSISTANT TC THE PRESIDENT FOR DOMESTIC POLICY

THE NATIONAL SECURITY ADVISER

THE ASSISTANT TO THE PRESIDENT FOR SCIENCE AND
TECHNOLOGY POLICY

SUBJECT: Organization of the National Economic Council

To sssist me in carvying ocut my responsibilities in the area of
the national economy, I hereby direct that the Natlonal Economic
Council svstem be organized as follows.

A, The Hatignal Economic Council {NEC)

_ Tha National Economic Council will be the principal forum
for consideration of economic policy issues regulring
Presidential determination. The regponsibility, functions, and
mambership of the NEC shall be as set forth in Executive Order
12835 and this Presidential Decision Directive. The NEC shall
{1) advise and assist me in integrating all aspects of national
economic policy -~ macro-sconomics, micro-economics, domestic,
internaticonal and sectoral {in conjunciion with the National
Security Council}: (2) develop and manage the economic policy-
making processes with respect to domestic and international
economic issues: {(3) coordinate economic poelicy advice to the



-

President; (4) ensure that economic policy decisions and programs
are consistent with the President's stated goals, and ensure that
those goals are heing effectively pursued; and (8) monitor
implementation of the President’s economic policy agenda. The
Asgistant to the President for Economic Policy may take such
actions 88 may be necessary or appropriate to implement these
responsibiiities. As provided in Executive QOrder 12835, (1) the
Council may function through esteblished or ad hoo committeses,
task forces or Interagency groups. {2} The Council shall have a
staff to ke headed by the Agsistant to the Presgident for Economic
Policy. The Council shall have such a staff and other assistance
ag may be necessary o garry out the provisions of this order,
(3) All executive departments and agencies shall cooperate with
.the Council and provide such assistance, information, and advice
to the Councill as the Council may request, to the extent
permitted by law. Along with its subordinate committees, the NEC
shall be my principal means for coordinating Executive
departments and agencies in the development and implementation of
national security policy.

Thae NEC shall have as its members the President, the Vice
Prasident, the Secretary of Htate, the Secretary uf the Treasury,
the Secretary of Agriculture, the Secretary ¢f Commerce, thse
Secretary of Labor, the Secretary of Housing and Urban
Development, the Secretary of Transportation, the Secretary of
Energy, the Administrator of the Envircomental Protection Agengy,
the Chalir ¢of the Council of Economic Advisors, the Director of
the Office of Management and Budget, the United $tate Trade
Representative, the Assistant to the President for Economic
Policy, the Assistant to the President for Domestic Policy, the
National Security Adviger, and the Assistant to the President for
soience and Technology Policy. The heads of other Executive
departments and agencies and other senior officials shall be
invited to attend meetings of the NEC where appropriate.

The MEC shall meet as reqguired. The Assistant €0 the
President for Economic Policy, at my direction and, when
appropriate, in consultation with the Secretary of the Treasury.
the Director of OMB, and the Assistant to the President for
National Security Affairs, shall be respongible for determining
the agendsa and ensuring that the necessary papers are prepared.
Other members of the NEC may propose items for inclusion on the
agenda. The Assistant o the President shall be assisted by a
National EBconomic Council gtaff.

B. The NEC Principals Committae {ECONL)

An NEC Principals Committee is establisghed as the senior
interagency forum for the ¢onsideration and integration of policy
isgsues importantly effecting the national seconomy. The NEC
Principals Committee shall review, coordinate, and monitor the
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devalopment and implementation ©f national economic policy. The
NEC/PC should be a flexible instrument -- a forum avallable for
Cabinet~levael officials to meet to discuss and rescolve issues noi
regquiring the President's participation. The Assistant to the
Prasident for Economic Policy will serve as chaly of the NEC
Pringipals Committee. The Assistant tc the President for
National Security Affairs shall be informed of weetings and
invited t¢ attend all those with international economic and
internaticonal security implications and considerations.

The NEC Principals Commitiee shall have ag 1is members the
Secretary of the Treasury; the Director of the Qffice of
Management and Budget; the Chairman of the Council of Economic
Advisers; the Secretary of Commerce; and the Secretary of Labor:
and the Asgsistant to the President for National Security Affalrsg
as appropriate. Other heads of departments or agencies shall be
invited as needed,.

The Asgistant {0 the President for National Economie Policy

shall be rasponsible -~ in gonsuliation wiith the Secretary of
Treasury and Director of OMB, and, when appropriate, the .
Aszsistant to the Fresident for National Security Affairs —-- for

calling meetings of the NEC/PC, for determining the agenda, and
for ensuring that the necessary papers are prepared.

C.  The NEC Deputies Commitiee {(ECONZ2)

An NEC peputies Committee shall serve ag the zenior subw
Uabinet interagency forum for consideration of policy issues
affecring the national economy., The NEC Deputies Committee shall
raview and monitor the work of the NEC interagency process
{ Including Interagency Working Groups established pursuant to
Section D below), The Deputies Committee also shall focus
significant attention on policy implementation. Perxiodic reviews
of the Administration’s major economic initiatives shall be
scheduled to ensure that they are being inmplemented in a timaly
and effective manner. Alse, these reviews should periodically
consider whether existing policy directives should be revamped or
rescinded. i

The NEC Deputies Committée shall have ag its members the
Daputy Assistant to the President for Economic Policy (who will
sayve as the chairman) and the appropriste senior officials of
Deputy Secretary or Under Secretary rank chosen by the relevant
heads of departments or agencies which compose the NEC in
consultation with the Depulty Assistant to the President for
Eeconomic Policy. The Reputy Assistant to the President for
National Security Affalrs shall be a mamber of the NEC Deputies
Committee and attend meetings as needed. The Deputy Assistant o
the President for Economic Policy may invite representatives of
other Executive departments and agencies, and other senior
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officialg, to attend meetings of the NEC Deputies Committee where
apprcpriafa in light ¢f the issues to be discussed, .

The Deputy Agsistant to the President for Economic Policy
shall be responsible for calling meetings of the NEC Deputies
Committee, for determining the agenda, and for ensuring that the
necessary papers are prepared. The NEC Deputies Committes shall
ensure that all papers to be discussed by the NEC or the NEC
Principals Committee fully analyze the issuesn, fairly and
adegquately set out the facts, congider full range of views and
options, and satisfactorily assess the prospects, risks, and
implications of each. The NEC Deputies Committee may task‘the
interagency groups established pursuant to Section D of this
Presidential Decision Directive.

e interagency Working Groups (ECON3)

A system of Interagency Working Groups -- some permanent,
others -~ ad hoc ~- is hereby authorized., The NEC Interagency
working Groups shall be established at the direction of the
Deputies Commities, which shall also determinge the chair of the
NEC Interagency Working Groups -- eithey departmental or NSC,
“REC, or DPC. The Interagency Working Groups shall convene on a
regular basis -~ to be determined by the Deputies Committee -~ to
review and coordinate the implementation of Presidential
decisions in their pelicy aresas, Strict guidelines shall be
gatablished governing the operation of the Interagency Working
Groups, including participants, decislion-making path and time
frame. The number of these working groups shall be kept to the
minimum needed to promote an effective NEC system.
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THE PRESIDENT HAS SEEN /30

THE WHITE ROUSE
WASHINGTON

ecemter SR 11 19+ 12

MEMORANDUM FOR THE IDENT
FROM: ROBERTE. RUBi&f}ix( Frt

SUBJECT: Year-End Thoughts oa the NEC

The NEC, established by you as a major institutional innovation in government process, has
now been functioning for a little over a year, beginning with the first announced appointments
in Litle Rock, and this memo shares a few vear-end thoughts with you. (Someone familiar
with past White Houses told me that the NEC has lasted longer than cither of the two
previous efforts to provide similar White House coordination of cconomic policymaking.)

As would be sensible for any new enterprise, we are taking stock st the end of the year to see
what we have done well, what we have done less well, what we can do differently and what
our agenda should be for 1994, That effort will be conducted by the core Cabinet and White
House mernbers of the NEC, key NEC staff, and White House political and communications
people, in & series of mectings. Hopefully, this process will encourage us to think creatively
about our initiatives and the best way to pursus your overall economic agenda.

The early part of the NEC's first year was spent establishing ourselves institutionally and
* garrying out your mandates to coordinale cconomic policy decision~making and to provide
‘hﬁ proper weight to economic considerations in areas that waditionally have underweighted
“‘Keoonomic impacts. Fortenately, from the very bcgirming, the NEC and the NSC have had an
excellent working relationship, so that the mczgmg of economic and fa:czgn peixcy

considerations has gone extremely well, Simitarly. bieind . 5
fewer matters of joint concern, that relationship has also workcd wcll As the ycar
progressed, the NEC and the OFEP and EPA began developing a better working relationship,

and [ think that these relationships are now positioned to provide a balanced approach to
decision-making in these areas, ¢.g., supsrfumd,

At about the middle of the year, the NEC began to include the political amd communications
people on 8 regular basis, giving us a fully rounded approach o our issues and enabling the
NEC to serve as a forum for political and communications discussion of economic policy
matters. The integration of cconomic, political and communications perspectives will

inue to be heavily emphasized, going forward,
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Looking aliead, now that the relationships with Cabinef agencies and other White House
policy councils and the political and communications people have been well developed, 2
major challenge is to maintain the effectiveness of these relationships. Thas, in large
messure, is dependent on all concerned fecling that the NEC, though imperfect tike all things
in life, is a better model for conducting economic policy development than the other passibe
models, ¢.g., internal warfare, all agencies reporting directly to you, dominance by one .
agency, of coordination through one agency rather than the White House {often tried but
never very successfully),

To provide & better process for our members and for decision—making, the NEC functions in
accordance with the following principles:

3y  inclusion of all appropriate members with respect to each matter being considered;

b} full and fsir refiection of all views in decision-making and, when decisions are
reforred to you, in all memos and mestings;

3 efficiency, to the exient possible, given the breadth of parnticipation (thus, the NEC
opcrates cntirely through it relevent small core of most involved members or through
graups relevant (o the matier at hand, rather than as a gommittes of the whole, and
generally operstes with carefully developed moeting agendas); and

d) creativity, both with respect to particular issues and more general tmin&wmiz:g,

In addition to better process producing stronger decigion-making through consideration of all
relevant economic and political input, better process should result in all agencies supporting
whatever is agreed upon and should result in proper weighting of economic considerations in
what bave iraditionally been thought of as non-economic arcas. Samples sbound of
Presidents who made poor decisions through unbalanced or one-sided input (Reagan's
ignoring of the deficit, or Bush's blind optimism regarding the economy), and of
Administrations where agencies went their separate ways, despite a policy decision.

Also, the NEC's effectiveness depends on both the perception and the reality of being the
mechanism you use for dealing with cconomic issues, which has worked well during 1593,

To conclude, 1 believe it is critical that, in our public discussions with respect 0 economic
matters, you and all of us continue o stress that you have had a broad, comprehensive
cconomic strategy from thé very beginning, directed at both the short~term and the
long~term, and that all four years of your first term will be spent implementing the various
components of that.strategy.  Your Scattle speech did this exceedingly well.
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Hopefully, with fz;;xzizion. the message that you have 8 broad, many-faceted economic
strategy will take told in the media and in the public mind, with the following effects:

1} creating greater confidence about both the short-term and the long-term because |
people believe you understand the problems and have a plap for dealing with them;

2) for the same reasons, helping see us through whatever difficulties might arise; and

3; tying together various measures that might otherwisc be viewed as unconnecied, such
as GATT, displaced worker programs and deficit reduction. ’

QOn a final note, the NEC will have ups and downs, like anything else, but we feef that it has
worked weil and grown in 1993 and rccognize that continued cffectiveness wiil require
vigorous aftention to the necds of the process, as well as to the substantive issues.
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THE WHITE HOUSE

WASHINGTON

November 30, 1994

MEMORANDUM FOR BOB RUBIN & BO CUTTER
FROM: . Peter Yu/b/
SUBIECT: Attached Momorandum

A number of NEC stalf bave been discussing the future of the NEC. As part of those
discussions, | prepared the attached memorandum. 1 thought vou might find it of interest.

Thanks.



Like any "agile” organization, the National Economic Council needs to respond to the changing
environment in which it operates.” This paper offers thoughts on the function and future of the
NEC, and proceeds in three parts. The first section reviews the functioning of the NEC over the
Administration's first two years; the second discusses major changes in the political, institutional,
and policy environment and how the NEC's role might change in response. The third section
identifies several actions the NEC might consider,

One can distinguish among seven functions the NEC staff® have played dﬁrbzg the
Administration's first two years. These roles are obviously not mutvally exclugive; indeed, every
NEC activity involves more than one of these functions. :

(i) MW«-J{}}&S is the NECs "hopest broker” wie:; by which it convenes,
facilitates, and referees the decisional process. There are dozens of examples of this
ﬁmcnam szzch as Japarz zxcgenatlons disaster § insurance, and mtcllmai property issucs.

(2}

asSumcd thc lmd on c,crtam Prcsxémttal mma:zvcs, such as. CDFIs, infrastructure

: investment, and urban policy.

(3)  Policy Implementation~On certain Presidential priorities, the NEC has played a eritical
role in implementation, including influencing authorizations and appropriations. Dcfcnsc
reinvestment and EZ/ECs we examples of this function. |

{4 The *Economic Perspective”--In many areas, the NEC has emphasized the "economic
perspective” on issues, Here, China's MFN status, regulatory issves (such as risk and
cost-benefit), and agricultural policy are examples.

(5} Qutreach.and Liaison o the Business Communify. & (thers——On many issucs, the NEC

7 serves as a contact point for the business community, environmental interests, and others.

N&FTA GA’I‘I‘ NII and the electronics/telecommunications industries illustrate this well,

f Prive arry Negotigtions~—Building on its "honest broker™ capacity and
its White Honsc reputation, the NEC has facilitated negotiations among private parties.
The Superfond-insurance negotiations and Car Talk are good examples of this dynamic,

(7)  Srategic Planning—-At times, the NEC has applicd its resources to broader projects

concerning the future of the coomomy. The workforce and structural transformation

gmu;ss are examples of this activity.

(6)

Over the first two years of the Admmnstratmﬁ the NEC has evolved very qmckiy and has
functioned remarkably well. The dramatic mid-year changcs however, require a critical -
reexamination of the NEC’S role and functmnwg. .

"This discussion dm not include Bob's, Bo's, or Gz:z;as roles as individual advisers to the.
President,



Changes in the political environment, the policy agenda, and the institutional environment
challenge the NEC to reconsider its roles and functions for the next two years,

In general, the third and fourth years of most Presidential first terms have been dedicated
to policy implementation and reelection~~not to policy development, the activity to which a -
majority of MEC staff time has been dedicated. Mareover, the Republican's contro! of Congress
and their "Contract” provide them with exira influence over the policy agenda. Accordingly, the
Aﬁmzmstratton s efforts will likely be more reactive than they were during the first two years,

In aﬁisdiéticm, with one exception, the current Administration agenda does not suggest a
central role for the NEC. The current agenda includes: health care reform, welfare reform, the
budget process, and political and governmental reform. While DPC and NEC are collaborating .
on health care reform, welfare reform i3 i)PC—cmmc, the budget is OMB-centric, and .
gm'cmmm!al reform is OVP-centric. : ‘

“There is, of course, no reason why the NEC must play a central roler  agency
aggrandizement has never served Presidents well * Rather the point is that the coincidence of
these changes requires a reexamination of the NEC's roles.  Of the seven roles outlined above,
several will likely be less relevant in the coming years; for example:

* The “interagency manages” and policy development” functions will be less significant
because of the empbasis on implementation and the Republican agenda.
. The "strategic planning® function will likely be overshadowed by a shorter-term fecm*
. on reelection.

L 2 The "¢conomic perspective” functi{}zz will be less prominent but mere refined. The NEC
.. will need to distinguish rational regulation from reactionary deregulation, clarifyiog how
" the Admiuistration and the Republican Congress differ on some of these fssucs, .

. The "liaison™ function will be transformed. For the first few months, business and other
. groups will court the new Congress; the NEC will meed to be more proactive in: us,z
outreach.

In reconsidering the NEC's role, one might ask: what are the NEC's strengths? where. .~

are opportunities for the NEC best to serve the President? Four possibilities include:

L . it nd. g e £ jty. This is where
much of the NEC's substamxvc cxpcmsc izz& in creative pelxcymakmg in a constrained
environment. Expanding the NECs role will require significant cffort, bowever, and may
mqum: some rcform of mtemal NEC Opcranons -

J p "niches’= aHive 4 the NEC can play a comral role.  Fast.

track and prodacz izabrhty reforn may be cxampics of such niches. The NEC should .

N



identify other prioritics not addressed in the existing processes and wtablish'poiicy :

processes for these,
&audz_mﬁmmfwsma{m Both" because of reduced
congressional staffs and because the Adminisiration may wish congressional Democrats

to carry some of the more negative messages, this may emerge as a critical NEC role. .
Currently, however, the NEC lacks the capacity (i.e., strong contacts with Members, a -
war-room like capacity 10 combine policy and communications, and management-and-
wzztrol mcchamsms) to do tzzzs cffcctm:!y

&2 Thers is some possibility that the new Congrass

wﬂl iiself cncnuntcz‘ gnd}mk as some imterests push to0 hard and others refuse to
compromise. If the NEC stands ready to facilitats negotiations in these circumstances, .
it could play a critical role in breaking that gridlack. To do this, the NEC would nced
to develop relationships with key chubhzazzs.

Obviously, the foregoing list is merely suggestive, But the point should be clear: the

NEC should take a hard look at itself and its environment and reconsider its roles far the next
two years. Several next steps are possible; these juclude:

gg&'itcd abOVc, the N’EC shimld uient;fy S«»fii} wsucs on which it wﬂi m}:a thc lcat:i

. This will minimize duplication and maximize the clarity of the NECs objectives. '

‘& [mprove imierngl NEC communications, Suaff are, at times, disconnected from the
pnmxpa!sfdcputms pwcass Better communications is essential in the new environment,

. gve lie ; e Affairs. Nothing less than a full-scale overhaul is needed
hcm NEC arzd chlslatwc Affairs staff must be provided with common goals and 2
common agenda; and they must collaborate to achieve those goals.

& . Build ties with kev congressional stgff, ‘With the approval and assistance of chtsiazwa
Affairs, NEC staff should develop direct contact with key congressional staff to minimize .
response time. .

o Improve fies with Communications. 1f war-room type responses are needed, NEC staff.
will need to work far more closely with Communications staff. As with Legislative:
Affairs, common goals and a common agenda are necessary to achieve this, -

* Lrprove ties with OVP. NSC. QMB, There remain gaps in communication and ap;mm
lapses of trust between these offices and the NEC. This needs to be-corrected. a

QQ&R:IG.EEM&&KS

This paper does not offer conclusions, It is dcszgm:d primarily to provoke thoughtful

reconsideration of the NECs roles and functions as the Administration enters its third year,



~To: ERHINE
o’ Laufd T /m/ ! GEME f/ezz_u/ér
Mission And Outreach |

The NEC plays five basic roles: First, as ¢coordinator of economic policymaking, the NEC
organizes and leads interagency groups o develop economic policy options for the President on both
domestic and interpational issues. It also brings together policy and potitical considerations affecting
specific issues. The NEC plays this coordinating role in broad areas of economic policy, such as the
budget, as well as on specific policy initiatives, such as the minimum wage increase and the US-Japan
Economic Framework, The NEC works to assure full represertation of all refevant agency views and
rigorous economic analysis of all policy options. The NEC works to develop interagency consensus to
limit the issues that must be passed onto the President for decision,

Second. the NEC is the President's advocate for his economic goals within the interagency
policymaking process. For example, in the annual budget formation and review process, the NEC
geeks to identify and emphasize the President's spending priorities within the budgetary submissions of
individual agencies, Third, although the NEC consciously eschews an operational role per se, it
sometimes works with relevant operational agencies to make sure that the implementation process is
working smocthly. For example, the NEC hias worked closely with the State and Transporiation
Departments (o develop and refing our positions in 2 number of international aviation negotiations,
The NEC also consults with econemic agencies on policies - such s exchange rates -- which are not
appropriate for normal interagency consideration.

Fourth, the NEC also plays 2 major role in the development and cocrdination of the
Administration’s economic policy message. ‘The NEC has developed a reputation for working with the
agencies © develop objective and informative talking points that provide a unified Administration
message on the economy. Fifth and finally, the NEC serves as a conduit with bosiness, labor,
environmental, consunmer amd other groups that seck a forum in which to express their economic
policy concerns to the Administration, Staff maintain channgls 1o principal consitineents in their areas
of responsibility, while the National Bconomic Advisor and her deputies meet frequently with senior
officials of these groups.

Description of Key People and Tools

The National Economic Advisor has overall responsibility for the missiong described above. In
particular, she must assure that key economic issues are anticipated, considered and present=d (o the
President for his decision in an efficient fashion. Along with the Treasury Secretary and Chair of the
CEA, she spezks for the Administration on econotnic policy.

The two deputies are responsible for resolving issues among agencies, or preparing them for
consideration by Principais or the President. One deputy & principally scoupied for budget and non-
regulatory domestic issues, the other with international and domestic regulatory issues.

The policy staff of about 16 is roughly divided amonyg senior xiirectorsfspecia% assistams to the
President, directors, and researchersfanalysts. They are responsible for preparing fasues for
Deputy/Principals consideration and oversseing implemeniation of NEC or Presidersial decisions,

Current NEC leadership would recomnmend using the opportunity created by vacancies and the
inevitable transition turnover 10 establish 2 more clearly defined two-ticr policy staff, along the lines



of the CEA or the NSC, with a group of 6-7 special assistant/senior directors, supported by 10.12 - . .
directors.

Coordination and Overlap

By thicir nature, significant economic policy issues often overlap significantly with other
important intetests. As appropriate, the NEC conrdinates with other units within the White House,
Shared responsibility is warranted in many circumstances (o ensuse that all relevant unils and agencies
have 2 voice in the policy process and to develop 2 comprehensive set of options or recommendations,

tn general, such instances of shared responsibility and shared accountability have worked weli
as Jong as the lines of shared anthority are well established and understood within the Administration
at the outset of the policy development process. For example, the DPC and the NEC have jointly fed
imeragency policy making processes on education and training from the beginning of the first term,
and have jointly led the interagency heahth care process during the last fwo years. Other current
examples of joint responsibility include the NEC's work with the DPC and OVP on urban economic
issues, the CEQ on the global warming policy agenda, and with the OMB and the COS on the budget
process. As to urhan economies, better coordination with OVP would be useful.

In addition, from its inception the NEC has shared joint responsibility with the NSC on &ll
international economic issues. QOccasionally, the NEC-NSC joint coordination process has encountered
some difficulties, in part because of the difference in size and operating styles between the rwo
organizations, We have not been as diligent as we should in maintaining coordination through regular
weekly meetings between the NEC and NSC directors and their deputies. To avoid confusion, i
would be helpful for you to confirm for White House and agerncy officials that international economic
palicy matters are jointly coordinated by the NEC and NSC. .

Communication and Meetinpgs

NEC meetings oceur on both a regular and an as-needed basis. At various times during the
first term, there was a regular weekly NEC meeting of the NEC core principals {Treasury, CEA, ,
OMB, Commerce, Labor, USTR). Because of overlap with other meetings on specific issue argas and
because of the demands of campaign eravel schedules, the regular weekly meoting has not been
scheduled in recent months, K should be scheduled -~ at least for & time ~ once the pew core NEC
principals have been named, in order to inform them of ongoing NEC issues and to establish a
collegial team process. In sddition to the regular weekly meetings of core NEC principals, there has
been a weekly imeragency deputies meeting on international economic issues. There are also regular
international meetings at the principal level ted by the NEC, sometimes in conjunction with the NSC.
- Both the regular international deputics and principals meetings should continue, Finally, the NEC
cither alone or in conjunction with other White House units, organizes intéragency groups as
appropriate to deal with individual issue ateas such as coordinating the White House budget working
group (interoffice amplifications of the President’s budget message) and White House Economic
Conferences; this process should continue.

Regular weekly brigfings between the NEC director and the President are critical. A separate
memo to the President {copy attached) identifies the reasons for the reinstatement and continuation of
these briefings.
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Anciher legacy for the President is that he inherited an economy with a $290 billion deficit,
and an unsustainable long-term retirement system. The President turmed the siation around by

balancing the budget and pushing through long-term Medicare reform and at least stanting the process
on Social Security. -

A vital legacy should be that the President reformed, improved and expanded education and
training oppornuity 16 meet the needs of an information economy. A vital call for higher standards,
literacy for all third grade students; fechnological literacy for all Gth grade students; at least two years
of coliege for all Americans and a new market-oriented training program -- would together consitinte
a vital reform agenda for ¢ducation and training that would be a vital legacy.

Trade

An imporfant and schievable legacy for the President would be to establish clear U, 8.
international economic leadership in the global economy 25 we enter the twenty-first century. This
entails (1) re-energizing our trade initiatives to develop more export opportunities, (2) shaping
international cooperation in related areas such as financial regulation and environmental protection,
andd {3) meeting our financial obligations in international econontic institutions so as to maximize our
influence in those organizations ’
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S THE WHITE HOUSE
RN WASHINGTON

January 12, 1968

MEMORANDUM FOR NEC POLICY STAFF
FROM: Peter Yu

SUBJECT: - Attached

Attached please find a revised draft of the "transition materials.” Thank you very much
for your thoughtful contributians,

Please provide to me, by ¢-mail and by 6:00 pm, Monday, January 16, any additional
comments you might have, as well 8s 2 ene~paragraph bie for Seclion VI, (For those who
have led particularly interesting lives, run—on paragraphs will.be tolerated.  However, home
movies of childhood asccomplishments will not)

"I‘hanks.
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Like any ’*3giie” organization, the National Economic Council niceds 10 respond to the changing
environment in which it operates, while adhering to its basic principles and functions, as
discussed in Section | below, This paper offers thougits on the function and future of the NEC,
and proceeds in three parts. The firgt scction reviews the functioning of the NEC over the
Adnyinistration’s first iwo years; the second discusses major chaﬁgas in the political, institutional,
and policy environment and how the NEC's role might change i in response. The third section
identifies several actions the NEC might consider.

LOOKING. BACK: NINE_ROLES OF THE NEC

One can distinguish among at least nine functions the NEC staff have played during the
Administration’s first two years. These roles are obviously not mutually exclusive; indeed, cvery
NEC activity involves more than one of these functions.

(1} Interagency Manager—-This is the NECs "honest broker” role, by which it convercs,
organizes, facilizates, and referces the decisional process, There are dozens of examples
of this function, with member agencies playing the lead role in some, such as budget and
tax matters, and NEC staff playing the lead role in others, such as certain trade issues,
disaster insurance, and mzciicctual pr:}pcziy ;ssucs

(21 Bolicy Develonmens (inclug e Jiis vifpb--The NEC has
assumed the lead on certain Prcszdcnﬁai mmatwcs such as CDFis urban pohcy, the
APEC meeting, and the Detroit jobs conference.

{3) Eaﬁgymcmm_gjmw()n certain Presidential priorities, the NEC has played 3 i:wzt’:al
role in implementation, including influencing authorizations and appropriations. Defense
reinvestment and BEZ/ECs are examples of this function.

4}  The ZEconomic Ferspective™<=In many areas, the NEC has emphasized the “economic
perspective” on issucs. Here, China's MFN status, regulatory issues {such as risk and
cost-benefit), and agricultural policy are examples.

(5}  Qurreach.and Liaison 10 the Business Community & Others—On many issues, the NEC
scrves as a contact point for the business communtty, environmental interests, and others,
NAFTA, GATT, NI, and the electronics/teleconymunications industries illustzate this well,

{6} fMIa’MM&%ﬂQ:ﬁQE@L&ﬁMMwwﬁmldmg on its "honest broker” capacity and
its White House repustation, the NEC has {acilitated negotistions among private partics.
The Superfund~insurance negotintions and Car Talk are good examples of this dynamic.

(7) Swreregic Planping--At tmes, the NEC has applied its resources to broader projects
concerning the future of the cconomy.  The workforce and structural transformation
groups are examples of this activity, as are the CIA's long-term {orecasting activitics.

8} Massage——The NEC has also played an smporiant role in coordinating the development
ard implenentation of the Administration's cconomic niessage.

(% Inrggration~-"1Throughout all of s activitics, the NEC has integrated  politics,
congressiona] concerns, and niessage with policy, and maimaioed # sense of teanwvork
and collegiality amang the NEC meombers,
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Over the first twe years of the Administration, the NEC has cvolved very quickly and has
functioned remarkably well.  The dramatic mid-term changes, however, require a critical
reexamination of the NEC's role and functioning.

Changes in the political environment, the policy agenda, and the institutional environment

challenge the NEC to focus its oles and fuactions for the next two years.

In general, the third and fourth vears of most Presidential first terms have been dedicated
to policy implementation and reclection--not to policy development, the activity to which a
majority of NIIC staff time has been dedicated. Moreover, the Repablican’s control of Congress
andg thetr "Contract” provide them with extra influence over the policy agenda. Accordingly, the
Administration’s offorts will likely have a larger reactive aspect as well as an ongoing proactive
dimension. ’

Of the nine roles outlined above, several may be different in the coming years, for
¢xample: ‘

» The "intcragency manager™ and "policy development® functions cousld be less significant
because of the emphasis on implementation and the Republican agenda,

. The “"strategic planning” function could be overshadowed by a shorter-term focus on
reelection, -

» The “economic perspective” funciion will, at Jeast, be as prominent. For example, the

NEC will need (o distinguish rational reform of regulation from reactionary dercgulation,
clarifying how the Administration and the Congress differ on some of these issues.

‘. The “Haison" function will be of heightcned importance.  For the first few montbs,

business and other groups will court the new Congress; the NEC will need to be more
praactive in its outreach.

In considering the NECs role, one might ask: what are the NEC's strengths? where are
opportunities for the NEC best o serve the President? Four possibilitics include:

» Maximize the NEC's role in the budget and government—reforsmactivity, This is where
much of the NEC substantive expertise lies: in ¢reative policymaking in g constrained
envivonment.  This will require effective integration with OVP, OMB, and athers.

® Develpn "niches - —noficy infviarives in which the NEC can play a central role,  Fast
track nnd product linbility reform may be examples of guch niches. The NEU shouid
identify other prioritics not currently addressed and establish policy processes for these.

n Provide policy. supportfor. cengressionel, Remocrars,  Bath because of reduced
copgressional staffs and because the Adnsinistration may wish congressional Democrats
to carry some of the more negative moessages, this may cmerge a$ a eritical NEC role.
That witl require determinim how best to work with Legistative Affairs and may require
more effort al inlegrating with Commumcations.

g B
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Coordinate inicragency focus on regalatory reform. There will be efforts Jed by other

. ‘agencies but that would benefit from the NEC staff's contribution or from White House

involvement.  Examples of this include fimancial regulatory reform, policy toward
derivatives, and issues concerning Washington, D.C.

Obwiously, the foregoing list s merely suggestive.  But the point should be clear: the

NEC showeld take a hard ook at jiscif and its environment and consider #s roles for the next two

years.

]

Several next steps are possible; these include:

Develop an NEC policy agenda that fits within the Administration’s overall agenda. As
suggested above, the NEC should identify 5«10 issues on which it will take the lead.

This wiil minimize duplication and maximize the clarity of the NEC's objectives.
Improve, dnternal NEC communications,  Staff are, at times, disconnected from the
principals/deputics process. Better communications is cssential in the new cnvironment.
Improve ties with Legislative Affairs. Nothing icss than a full-scale overhas] is needed
here. NEC and Legislative Affairs staff must be provided with common goals and a
common agenda; and they must collaborate to achieve those goals.

Build ties with key congressional stgff. 'With the assistance of Legislative Affairs, NEC

staff should develop direct contact with key congressional staff to reducé response time.

Improve tics with Communicgtions. If war-room type responses are needed, NEC staff

will need o work far more closely with Communications staff.  As with Legislative
Adffairs, common goals and a common agenda are neeessary to achicve this,

Improve ties with QVP, NS¢, OMB. There remain gaps in communication and appawm

lapses of comfort between these offices and the NEC. This needs to be corrected.
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Overview, During the past two years, the Administration has begun o Iay the foundation for a
more free and open international economic system through, for example, passage of NAFTA and
the Uruguay Round, During the next two years, we will wark to (1) secure fast track authority
to pursue further trade liberalizing initiatives, (2) build cconomic institutions for the foture, and
{3} cultivate a constitucncy in favor of free trade,

Seeure Fast Track Authofity: To pursuc a number of likely trade initiatives, including
those arising out of the APEC and Summit of Americas process, the Adntinistration will
require fast—track authority. This will require the Administration to lay out #s future
trade agenda, as well as address the link beiween trade and labor and environmental
issues. The fast track bill will probably become a larger trade bill to include provisions
on a range of trade issucs (c.g., dumping by econonics~in~transition}. W¢ must reach
an internal agreentent on the coalition necessary to secure fast track and, conscquently,
our position an these issucs.

VS ~lapan Relations: The Administration has built a reputation for being tough with
k:{pan, and getting results, witheut resorting {o Japan bashing, In the next iwo years, we
will focus on additional Framework issucs and other, good individual cases {c.g., cellular
telephonesy through which we can make tangible progress in opening markets,

Halifax/International Financigl fostitutions: In preparation for the G~7 meeting in Halifax
in June, we will complete a review of major international cconomic institutions and make
recommendations for their reform.  With regard to international financial institutions, we
hope to address the need for further debt rclief, a special allocation of Special Drawing
Rights (SDR) in the IMF, and the replenishment of the International Development
Association — the World Bank's soft loan window.

JakartaMiami Follow-Un: By the 1995 APEC Leaders’ mecting in Osaka, we hope fo
complete work on the blueprint for achieving {ree and open trade in the Asia Pacific. We
will work with the Japanese, who will chair this process, to produce a specific timetable
and work plan.  To follow up on the Summit of Americas, we hope o lay the
groundwork for free trade with Latin American countries, I the short-run, this could
involve preliminary consultations with the Chileans regarding a free trade agrecment,

WTE:  As the WTO conwes fote being, we will work to develop is agends, including
unresoived Uruguay Round issues, new issues (o.g., labor, envitonment, competition), and

the accession of new membeis {e.g., Ching, Taiwan, Rossia).

Cultivating _a_Free_Trade Comstituency: o will be important to demonsirate irade's
significant ceonomic rele, in order o strengthen public support for further trade

S .
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liberalizing initiatives. 1In part, this is an issuc of domestic cducation, training, and
reemployment policy,  However, we also must (1) make a stronger effort 10 promote
publicly the benefits of trade for U.S. workers and firms, (2} develop strong export
promotion strategies, particularly towards the Big Emerging Markets (BEMS), and (3)
climinate remaining domestic barriers to exports, such as unnecessary export ¢ontrols.

Domesnc ECONOMIC [SSUES

Querview, The NECs domestic agenda covers a broad range of issue arcas and includes both
issues placed on the agenda by the Administration, and those placed on the agenda by the new
Republican majority. i

.

Health Care Reform: {to be completed]

Welfare Reform:  An NEC/DPC Working Group developed the asset development
components of the Administration’s Welfare Reform Bill (Microenterprise and Individual
Development Account demonstrations).  As Welfare Reform strategies and policies are
developed in 1995, the NEC should work hard to ensure that Welfare Reform legisiation
supports and cncourages appropriate entreprencurial and asset-building activities by
individuals receiving public assistance.

Education, Trainipg. and Reemployment: An NEC-led group will complete development,
communication, and, to the extent enacicd, the implementation of Middie Class Bill of
Rights (including adult workforce empowerment and reemployment initiatives). In
addition, the NEC will ascist DoEd in defending and implementing the interagency
Teéchnology Leaming Challenge, assist in developing options for a 1996 campaign for the
Lifelong Learning Agenda (particularly Goals 2000, School-to~-Work, and Skills
Standards), and assist in the further development of thie Middle Class Bill of Rights
(including Individual Education Accounts, Skilts Scholarships, education tax incentives,
private sector initiatives). ‘

Einangial services legisiation: During the next several months, the House will begin o
consider legisiation on scveral isgues: bank regulatory reonsolidation; Glass~Sicagall
reformyrepeal; derivatives; and disclosures nvalving municipal sccuritics, The Scenate is
tikely to wait for the House to move and then-~cxcept with respect to Glass—Steagaliv—
cut back on or moderate any House bill hefore passage. Traditionally, banking legislation
has paxsed in even-numbered yeirs, so this is lkely to be a two—year process.

In addition, thc Admmistration has promised to deliver legisiation to reform the Federal
Home Losn Bank System corly this yeor. We have alinosl completed work on the
proposal, which should garner significant support. The major guestion with this
legisiation is whether we can or should aftach to 1t provisions that would selve the
longer~term weakness of the Savings Association hwurance Fund, While SAIFs flaws
are struciural., 1o one on the Hb wants to fix 1t unless some sort of compronzise can be

—§m



brokersd between the banking and savings industrics, and the bankers (at least ths ABA)
are too short-sighted 10 understand how badly they'H got hurt if SAIF {ails,

Disaster insurange: For the last year, an NEC-led interagency working group has been
considering development of a program that could allow the insurance industry to pick up
a targer share of natural disaster expenses. 'We have developed a proposal that, because
it gives the insurance industry less than it would like to have, is not mecting with
universal adulation. However, submitting a legislative ;}fi};}ésal {even if in the forny of
a detailed policy statement rather than legislation) carly in the next session may be
desirable, largely because, if there is another major earthquake in the next (two years,
some legislation of this sort is likely to move and the cxtani alternatives. are potentially
far more costly to the federal government,

HUD _homcownership pannership: HUD will soon launch an exciting initiative to

dramatically increase the homeownership rate by the year 2000, primarily by increasing

minority homeownership rates. This is not just another government program, but rather

a major effort involving mest of the major players in the sector. It consists of serious -
pledges by those outside government who can make it happen to take specific action steps

and to accomplish specific results. This high—quality program can both benefit from

Whitc House attention and can benefit the White House.  The NEC should put some

resources behind continging to help it along, and in particular, to making certain it stays

on the right track and gets and continues to get Presidential attention,

1995 Famp Bill: The Famm Bill encompasses a very wide range of issues including:
commaodity programs, food and nutrition issues, export promotion, conservation, and rural
development.  The legislation is revisited every five years and usually consumes 4-6
months. NEC, DPC, OMB, and USDA are co-chalsing the Administration's effort in this’
arca. Current plans call for a more deductive approach, with a decision memorandum
secking presidential guidance on the general direction in agricultoral policy. ‘

Legal Reforms: The “legal reforms" currently being discussed include (i) civil justice
reforms (such as changes in attorneys’ fees and rules of cvidence}; () product liability
reforms (such as changes in the law of damagesy; and (iii) securitics litigation reforms
{such ag limits on stockhelder class-action suits}, NEC and the Counsel's office are co-
chairing an cffont to develop an Administzation position and legislative strategy in this
arca. The Chief of Staff has offered initial guidance; a decision memaorandum s expected
in late janoary.

Regulatory Reforms: The NEC is participating in the Vice President's regulatory reform
task force, with 3 primary sole in the following working groups: cross-cotting issucs;
financial services; information technology; snd encrgy, the environment, and natural
resources. These groups will make presentations 1o the Regulatory Working Group and
develop administrative angd legistative proposals ag directed by the Vice President.
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Regulatory Issucs: The NEC is involved in developing the Administration's position on
the major regulatory issues raised in the Republican Comtract including:  takings,
risk/cost~benefit analysis, unfunded mandates, and Reyg Flex.

Superfund Reauthorization: The NEC played a central role in this area last session and
is expected to play a similar role this session. The Superfund taxes expire this year, but
maost indications are that the issue will not arise until after the first 100 dayvs.

Car Talk: This is a stakeholder—inclusive, professionally facilitated advisory commitice
that is designed to replace the fraditional "CAFE wars” with morc constructive ways of
dealing with the greenhouse gas emissions from cars and light trucks. The committee is
addressing vehicle fuct efficicncy, vohicle miles travelled (including related Jand use
issues), alternative fucls, and alternative~fuel vehicles, The commitiee is scheduled to
make an interim report in March and a final report in Scptember. The Administration
will have to respond to the recommendations, some of which may be politically
problematic.

R&D Programs: In its first two years, the Adminisiration created or expanded a number
of technology initiatives that are characterized by cost~shared partnerships with industry.
Those programs, located in agencics such as the Department of Commerce, the
Departruent of Defense, and the Department of Energy, are now under attack by
Republicans, The "Contract with America® targets the Advanced Technology Program
in the Department of Commerce for elimination, and a proposal by Senators MeCain and
Wamer would rescind funding for most of DoD's dual~use technology programs.  Also
volnerable are the "clesr car™ initiative, environmentsl technology programs, and
cooperative agreements between industry and the Department of Energy labs. The NEC
will be centrally involved in Admindstration cefforts o block rescission of FY95 funds and
10 secure FY96 appropriations for thesc programs, and it will take the lead {within the
White House} when it comes 1o the dual-use programs.

R&D tax credit: The R&D tax credit will expire in June 1995, High technology
industrics will argue for permanenice, which would cost roughly $10 billion over the next
five years. The President's 1993 budget called for a permanent extension of the R&D
credit, The current Administration position is o support temporary extension, with a
commitment to work for & permanent ¢xtension if appropriate offsets can be found.
Republicans will probably offer other business tax incentives as well.

Telecopmunications: The Mouse and Scenate sre both expected to introduce legisiation
that would reform the Communications Act of 1934, The right fegislation will increase
competitian, stimulate privaie scctor invesiment in the “information highway," lower
prices, give consumers suore choice, and create jobs. The Administration would like
legsslation that promotes competition for local telephone service, gradually phases out the
Hae—af-business restrictions that prevent the Regional Bell Operating Companies from
eatering long-distance and manwdacturing, climinates the cabliewtelco crossownership
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restriction, and reaffirms our historic commitment to universal service. Although there
is broad agrcement on the principles of the legislation, there are differences of opinion
as to how to manage the transition from the status quo (govermnment rcgulation and
incumbent monopolists) 0 a competitive marketplace with little or no government
regulation. There is also a possibility that Republicans may attempt to gut the 1952 Cable
Act, which would allow cable companics to raise rates again.

National Information Infrastructure: Telecommunications reform is only one element of
the Administration's NII agenda. . Other components include:r achieving the President's
goal of connceting all classrooms, libraries, hospitals and clinics to the NII by the year
2000, promoting use of the NIl in health care, clectronic commerce, life-long learning,
and the delivery of government services; increasing the dissemination of government
information; and expanding overscas markets for ULS. information and communications
goads and scrvices. '

Base Realignment.and Closure: The upagming reund of closures should be fairly large,
around the same size as the Spring 1993 round. In February, Secretary Perry will
announce DoD's recommendations to the Base Closure Commission, which will deliberate
and make recommendations for the President's action at the beginming of July. The
Administration most communicate the success of its 1993-94 policy changes, which
promote economic development and zase worker transition. Several of the policy changes
In addition to effective communication and c¢ontinued impiementation, ongoing policy
adjustments may be required. ' ¢

Defense Economic Adjustment: Some of the Administration’s investments to case defense
economic adjustment are targets for FY9S rescission or FY96 reductionfclimination by
Republicans. The NEC will be closely involved in efforts to protect these programs,
which are located in the Depariment of Labor, EDA, and the Department of Defense.

Progurement Reform:  There will be several opportunities to cxpand on what the
Administration accomplished in last year's procurenient reform bill.  Republicans will
introduce legisiation carly in the session to repeal or significantly reform Davis-Bacon;
although the Administration will not get out in front on reform of Davis-Bacon, we
should be in a position o shape a compromise short of sepeal. There muay be a similar
opportunity 1o reform the Cargo Preference Act. The defense authorization bill will
provide another vehicle for enacting incremental improvements to the prcurement
sysient.

Restructuring feders] transponation_programs:  The President's Budget will propose 2
complete overhaul of federal transportation grant programs. Congress is ikely to take up
the core clements of the President's proposals, including:  spinniig—ofl the Federul
Aviation  Administzation’s  air uaffic control services into o government~owned
corporation; establishing o network of State Infrostructure Banks that will aliow states
new flexibility in the use of federal transportation funds; and replacing dozens of scparte
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grants for aviation, highways, transit and rail with a single "infrastructure investment”
block grant to states and localities. . Congress must pass legislation designating a
"National Highway System® by the end of the fiscal year in order to avoid disrupting the
flow of federal highway grants to states.

Commuypity. Ecopomic Development: Our three signature community development
initiatives are:  the Commanity Development Banking and Financial Institutions Fund

{CDBFI), the Empowerment Zones and Enterprise Communities Initiative (EZ/EC) and
Community Reinvestment Act Reform. All three are relevant to spurring the availability
of capital, investment, and local strategic action to revitalized distressed wrban and rural
communities. The NEC must continue to play a sirong vole in ensuring that these
initiatives are well-implemented, protected from rescission, and fully~funded.

Urban Policy: The National Urban Policy Report, a legislatively mandated report duc in
Spring 1995, offers an opportunity for the Administration fo articulate ‘a coherent urban
vision that is consistent with the Middle Class Bill of Righis, The NEC must continue
to play an active role in shaping these activitics, as well as agency reforms, particularly
at HUD and DOL/DoED, arising from the FY96 Budget,

Community Enterprise Board: The head of the NEC serves as a Vice Chair of the
Community Enterprise Board ("CEB”), a group comprised of 13 agency heads that was

created to help implement the BZ/EC initiative and respond to comprehensive state and
local sirategics to revitalize distressed communities. (The VP is Chair and DPC is
another Vice Chair) The CEB and its subcommittecs {Indian Economic Development;
Loseal Consolidation plans) will be a focal point for reinventing government ~- changing
the federal government's relationship with state and local government by providing a onc~
stop response for multi-agencey waiver and program consolidation strategies. Because the
NEC j& vested with the Vice Chair role and because of the importance of the CEB to
ensuring the success of Empowerment Zoncs, the NEC must continue to be actively
mvalved in the CEB working group.

Minority Business: The NEC played a lcad e in working with OMB, SBA, and WH
Public Liaisen to develop Exceutive Order 12928, promoting procurement with small,
disadvuntaged businesses. To expand economic/middle class opportunities for minorities,
the NEC should continue to participate in an informal working group led by White House
Public Lizison, SBA and OMB (Office of Federal Procurement Policy) that focuses on
expanding procurcment opportunitics for minority business.

Civil_Rights:  The NEC reviews all civil rights issues/initiatives for coonomic
implications.  More importantly, an NEC/DPC working group (sub-group of ETR} has
identified discrimination in hiring as 2 critical barrier 10 workforce participation by
minorities, particolarly minority males. As a result, DOJ, EEOC and DOL are quictly
developing antidiserinination models (demonstrations using testers) and the NEC should
continue 0 support this work over the next twe years. A Civil Rights Working Group
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lead by DO, OMB, and DPC, is beginning a review of civil nghts policics, Because fax
antidiscrimination cnforcement has been shown to have a direct impact an employment
trends for minoritics, the NEC shonld be active in this working group.

Cnher Aclivitics: Other activitics in which the NEC is involved:
Habitat I} (a 1996 infcrnational conference on global urbanization)
G-7 Summit

G—7 Summniit on the Global Information Socicty

White House Conference on Small Business

White House Conference on Travel and Tourism

National Rural Coenference
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11 LESSONS 1 EARNED FROM_THE FIRST TWo YEARS

This sechion summarizes the staff's thoughts on lessons learned from the NECs first two years
of operation.  As the comments are drawn from different staff members, they may be
inconsistent,

. There is no obvious roadmap to working with other WH offices, and no project managers
in the Chief of Staff's officc who can bring together a group to undertake a special
project. NEC staff should think hard and carly about other offices that can be of
assistance (or must be included), and sometimes must actively rccruit participants,
remembering that many offices focus narrowly on the President's concerns and tend to
have very short planming horizons. In other words, sometimes new organizations have
to be created around special projects.

. There are channcls of action and communication in which the NEC is not naturally
involved, particularly at the staff level.  Thesc include the budget, strategy and
communications, egislative relations, and political affairs. Unless the NEC staff actively
reaches out 1o address these issues, we will find that (i) on issues where we have the lead,
we will get 1o the end of the process and discover further support lacking, and (i) on
issucs where we're interested but don't have the lead, we will be icﬁ out and our {perhaps
valuable) insights fost.

» “No sharp elbows" really is & good rule. 1n general, we have done much better when we
have offered our services, than when we have demanded leadership. However,
persistence is also ¢ssential; if you're not visible around here, you're forgotien.

» There’s 0o much 10 do and not cnough people to do it. Somc of us bave rcacted by
relatively narrow specialization--with good results in the chosen ficld. Others have
spread far morte broadly, with generally acceptable resulis on the coordination front and
less impact on individual programs. A new head of the NEC cither noeds to live with
this dichotomy or needs to make major management changes.

. We must be particularly vigilant i articulating the Clinton vision/message to the agengics
so that the agencies programs and initiatives reflect this vision, Teo often sigaature
Clinton initiatives compete with agency prioritics for limited resources. We need beiter
systems for preventing this "competition,” and for integrating the vision of the Whiwe
House jnto agency missions.

* Averdge Americans do not seem familiar with the President’s legisiative and policy
schicvements, e.g., the Lifelong Learning Ageada, Community Developnient/Capital
Access initintives, the EITC, cie. With less thius iwo years 1o go before November 1996,
the NEC should focux more epergy on working with WH Communications to get the
muessagt ost about these initiatives,
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This section summarizes staff suggesiions regarding the internal operation of the NEC~-primarily
the dynamic botween the Assistant and Deputy Assistants and the staff.  Apain, as these
conmments reflect a number of persons’ views, they may be mutually inconsistent.

» As 1 sce ¥, the NEC stoff was set up on a model that was appropriate for Clinfon's
ambitious agenda and strict WH staffing constraints. Where the NSC's structure reflects
organizational rigiditics (command and control) of the time of its crcation {(a big 1950s
car company comes to mind) and the military (sensible, since the NSC deals with sccurity
jssues and draws staff from the Pentagon), the NEC was modeled on more modern
organizations: flat, agile, blurred boundaries, ad hoc teaming, In fact, Bo said at the time
that he saw the NEC staff structure as being like a consulting firm, combining to work
on various projects as thay arose,

* Alter two years, however, {izi;}gs are different. 1 doubt we'll be sending a huge number
implementing and defending wimt we care about and communicating more effectively,
Management may actually begin to matier,

. At the very least, I would think the new leader descrves a special assistant (to handle

press, politics, and general support}, while the staff deserves a staff director, who should

. Hive with the staff in OEOB and mect daily with the three at the top in order to keep the

issues staff well-informed, The focus of this person would be communication between

the staff and the West Wing, paper flows, links to the rest of the White House {we're not

always well plugged-ing, links to the agencics, oversight of special projects, etc. Nancy
Soderberg/Will Hoh sray be 2 model.

. An altermative {0 this approach would be to bolster the Bo Deputy position —- no one in
Bo's peer group opesates without a special assistant, and Liz does the work of several
(scheduler, exccutive assistant, receptionist).  With some support, this position might
provide the management drive, but this may be unrealistic, since that position is also the
driver of both international and domestic cconomic poticy.

* If 1 were bead of the NEC, 1 would
- appoint 3 deputics~—0n¢ 16 nlanage international 188ues, one 1o manage domestic
tssucs, and Gene to manage commuaicalions issuey;
- appoint a chief of stafl focused on administration and paper {iow
- hire an overqualificd young parson o dmft leiters;
- formally team: cach NEC staffer with the fegislative affaire stadfer ancd the political
affairs staffey who covers similar issues.
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B.. COMMENTS, ON THE INTERNAL OPERATIONS Of THE NEC

The most significant change | would make centers on the internal communications flow
of the NEC. Papers go up, record keeping is virtually non-existent, answers sometimes
come back, decisions arc made and we sometimes here sooner rather than later,
information and reactions rarcly flow downhill, most of us are in the dark about each
other's work and ideas, and POTUS feedback is next o nil.

If 1 were head of the NEC, | would

formalize paper flow, emphagize records management.  Yes, somctimes thero
would be forms to Gl out, but a paper teail is important.

cstablish procedures for document ce~ing and internal distribution as well as
standard forms for various types of memos going upwards —— informal, small
note, decision, correspondence covers, ¢ic,

establish mandatory record-keeping, including returned originals with deeisions
checked, marked, noted or whatever,

require goaranteed return of notes, memos with naiazwns -~ peadd, ignored, w:d
thanks, no good, et

standardize the procedurces for preparing for inferagency mectings, c.g,, agenda,
documents, attendance, distribution of background papers.

clistribute internal analysis (o gH staff. This includes CEA announcements of data
selcase and interpeetations, papers other agencics provide to Cutter/Rubin, otc.”
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Y. A SECOND OPINION

Some NEC staff~—or more iii{c!y all NEC siaff at one time of another——believe that the role of
the NEC should be fundamentally reexamined, This section offers one member's observations
ity this regard, ‘

"Policy. rather than process, should guide the NEC. The President's much-storied
campaign mantra, "It's the coonomy, stupid,” provides the rationale for the ¢reation——and the
mission—of the NEC. Put simply, the NEC should focus its energies and limited resourees on
helping the President define, articulate, and provide leadership in formulating and communicating
a national economic policy that can dominate American poiitical life for a gencration {and, hence,
guide the agencies and the Congress, lead the public and the parties, now and in the future),
Without such a clear focus, the NEC~-apart from any personal style, relationship, and authority
of the new NEC head with the President——runs a real risk of merely tuming into a "third wheel,"
to the NSC on forcign policy, the DPC on damestic policy, OMB on the budget and with the
Agencies, the CEA and the Treasury on economic issues, and the OVF on governmental reform.
The analogy for the NEC's mission should be achieving for national cconomic policy in this time
of tansition following the end of the Cold War what the NSC achicved for American foreign
" policy during the years of transition following the end of World War 1I.

The challenge for national economic policy is straightforward: how to make a successful
trangition from the stagnating wages and living standards, and small productivity increasces, of
the old American ceconomy during the second generation of the Cold War to a vibrant new
American cconomy with smartly rising productivity, wages and fiving standards in a post—Cold
War era of global competition, whole new means of production through mformation and
gommunication, and world—wide economic growth, Stated another way, the 1ssuc 18 whether we
can articulate a national cconomic policy that cmipowers the American people with the
opportunity to carn a rising income and, thereby, 10 build as burgeoning a middle class over the
next geseration as America achieved during the first generation following World War 1L

Given the increasing limifs on any national government's authority in such o global
econamy and the other marked difference in circumstances today and fifty vears ago, this may
seem a tall, if not daunting order. But the NEC——and this President-~will vitimately not susvive
the 1996 presidential cloction unless we establish such a national cconomic policy as the majority
position in the country. ’

[ believe that the NEC has articelated six components to such a national economic policy,
the first four of which have already been embraced by the President and are well on the way
to becoming the mainstrean: position of both major national parties; the ast two components, for
different reasons, may be of less certain position and standing,.

. Put_owr Federsl Fiscal House in Order:  Reorder the federal budget to reduce the annual
federal deficut and to shifi from financing consumption 1o encouraging mvestment.

P g


http:cnm:umption.to
http:anl1u.al

» Tear down barders fo global free trade:  The climination of trade barriers will open
burgeoning forcign markets in the increasingly global economy to American-made goods
and services {as well as American—style democracy and free enterprise), assure the best
quality products at the most competitive prices for American consumers, and stimulate
cconomic growth at home and abroad.

s . Increase the opportunity for all Americans 1o learn and 10 apply new skills: This holds
the key fo unlocking the productive eapacity of cvery family and individual o carn higher
wages and living standards by learning and applying new skills to more productive and
rewarding work. In the new global cconomy America’s choice is:  high wages {from
continucusly learning and applying sew skills 10 add more value 1o goods, services and
products) or low skills (which will cam rclatively lower wages in the face of
technological advance and, literally, billions of workers around the world striving to buikd
a better future for themselves and their familics). Investing in skills and lifelong lcarning
is a paramount national economic priority for the United States.

4
» Trapsform the federal government: Move toward a governmens that is smaller, focuses
. on fewer priorities in which it can play a constructive role, and fully recognizes the costs
and benefits of any regulation or mandate it imposes. Thig i more than just a reinvention
of how the federal government does business; it is a tetal transformation wiyyt the federal
government docs as well,

. Increase the investment in technological innevation and encovrage its application in the
workplace: Increasing the rate of productivity increase depemds on applying higher skilis
10 new technology so that greater value is added to the goods and services produced and -
distributed per houwr of work, The difficult 1ssue here is what role government can
constructively play in developing and exploiting new technology,
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regional cconomies. This will involve determining the extent to which such evolutions
in the basic economic building blocks may alter national economic analysis and policy.
Although this Is the most tentative and exploratory of the componcnts of national
economic policy, it may have far-reaching implications in the future~-~for deflining
appropriate federal prioritics, roles, regulations~mandates, and rclationships with stites,
localitics, communities, regions, firms and familices.

In sum, there are three reasons for such an approuch to the role, function, and structure
of the NEC: '

. Over the niext two years when we do not control congressional calendars, issues, and
tegisiation, 3t s critical that we have o clear national econemie policy to guide both our
direet  contmunications with the people amd  constituents  and  our  cooperation,
counterpunches, compromises, and vetoes with the Hill. '
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We cannot beat gny cconomic policy posed by the Republicans unless we go dircetly to
the people with a ¢clear national economic policy of our own, The President deserves the
opportunity to articulate a clear national economic policy fo capture a new majority of
American voters. ‘

-An NEC honest broker operating without an established, presidentially approved NEC
policy direction may 'help to reach consensus among competing agencics and
constituencics or 10 present competing options to the President, but such an honest broker
without a clear direction does not necessarily help to articulate, let alone implement 2
compelling national cconomic policy for the President.”
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-MEMORANDUM FOR LAURA TYSON

From: Erskine Bowles
Date: July 17, 1995
Subject: COMMENTS ON LONG RANGE PLAN

I am attaching 2 veformat of your long range plan, to which you have agreed to be held
accountable,

Many of the goals you have listed either do not have a due date or do not have a contact
person who I8 responsible for accomplishing the lask, In my experience, if a goal does not
have a particular person held responsible for accomplishing it, or does not have a datwe when
that goal is to be accomplished, it rarely gets done. Thus, I would like for your office to
revise your plan 0 include this important information.

Thank you for your work in this regard. We look forward to meeting with you on a regular
basis to review the progress you and your team are making in accomplishing each one of
these specific goals. If you bave any guestions, please let me know,



LONG RANGE PLAN - NATIONAL ECONOMIC COUNCIL

TASK CONTACT DUE RATE
INTERNATIONAL ECONOMY
iPursue open and free trade and investment in the Asia Pacific, Latin America, and other regions.
i~ Prepare and review free trade proposals for APEC Leaders Summit in Japan. Kyle fall
I~ Cominue discussions from Latin America Summit on free and open trade and investment. Kyle ? |
i~ Begin negotiations with Chile on accession 10 NAFTA. Kyle ?
- Seek fast track authority from Congress to pursue trade initiatives that reduce export bagriers. Kyle ?
.- Reauthorize the Export Administration Act to liberalize controls on high-tech exports, Kyle | 7
i~ Continue 1o pursue market opeping with Japan through the Japanese Framework talks. Kyie ! ?
i- Continue to pursue market openings with uther countries on a case-by-¢ase basis. Kyle ! ?
i~ Work to establish an effective WTO and resolve GATT issues from the Uruguay Round, Kyie | ? |
G-7 Issues, - { i
- Follow up on initiatives of the Hahfax Summit for a renewed global institutional architecture. Taruilp | July/August? |
|European Issues. '
|- Explore opportunitics for trade liberalization with the European Union. Kyle ?
11990 WTO Ministerial. ) B
i- Prepare for the December 1996 WTO ministerial dcahng with multilateral trade llberahzatwn Kyle ? |
'Other areas. l
- Work on the integration of China, Russia, and other economies into WTO and global economy. Kyle | ?
i- Emphasize the integration of the BEMS into the global economy. Kyle | ?
SCIENCE, TECHNOLOGY, AND INFRASTRUCTURE
iRestructure the International Telecommunications Satellite Organizations 10 promote competition. |
- Finalize dewils of USG proposal to the INTELSAT Working Party on June 13, Deich Complers?
- Coordinate the Administration’s efforts to build inernational support for the USG position. Dieich ?
- Support and coordinate interagency efforts to build domestic political support for the USG positio Deich 7

| Deich - ?

i. Coordinate the development of Administration positions regarding Inmarat P services,




iAmend agreements o provide a mmore liberal aviation environment with Japan and EU nations.
iw Heln 1w resolve dispute between Federal Express and Japan re; Japan-Phillipines service, Deich ?
~ Coordinate proposals to allow limited antitrust immunity re: "open skies" agreement with German Deich ?

- Support efforts to negotiae cargo, pricing, charters, and new aceess UK, Deich 7 |
Reform legislation that now hampers the FAA's ability to adopt technologies and new air traffic gystem. |
|- Determine which reforms couid be meamngm} towazzds éeve}cpmg A mote efﬁczant ATC sysrem . Deich ?

{Oblain Congressional authorization for State Infra:almcmrc Banks.

{- Work with DOT and OMB to develop legislation that gives states option of asmbilghmg an SIB. Deich ?

§{§pdazc Presidential Decision Directives on commercial space policy.

i-_Support interagency review of Administration policy o commercial space jaunch, Daich ?

i~ Seek consisteny space launch agreements with Russia, China, and possibly Ukraine, Deich ?

i Review objections 0 Administration’s poi%cy on commercial remote sensing, Deich 7

[ Telecommunications.

|- Work with Congress to pass telecommunications reform leglslauon that POTUS can sign. Kalil ?
Research and Expecimentation Credit. |

- Extend or make permanent the research and experimentation credz{ Kalil ? |
[Tnvesiments in Science and Techrology.
|- Defend the Prestdent’s investments in science and technology. Robyn/Kalil T g}k}?i?
'"Information Superhighway” Issues. :

- Continue progress on the Administration’s "information superhighway” agenda, Kaiil ?
l. Promote applications in education, training, electronic commerce, health care, and govt. services. Kalil 7 1
|Export-Import Bank Issues.
i~ Provide policy guidance to Ex-Im Bank on applications such as the Pratt-Whitney issue. Robyn ? Aus.
v
MARKETS/REGULATORY ISSUES
JAchieve financial services reform, including reguwlatory relief and solutions for the SAIE.
i- Ensure that legislation repealing Glass-Steagall maintains ‘niegrity of the financial system, Seidman ?
i- Play major role in helping Congress structure and pass a long-lasting SAIF fix. Seidman ?



i Work to completion of Home Loan Bank reorganimtim' legislation, ! Seidman | ? '
{Complete work of Advisory Comm. on Greenhouse Gas Reduction from Personal Motor Vehicles, | j
i- Develop a report that maximizes the consensus possible in the committee. Seidman ! ?
‘Pension Simplification Legislation.

I- Complete legislation that increases funds available to iﬁiazz yamc:panis reduces plan terminations, Seidman 7

| and increases plan coverage. .

|- Ensure that the President gets credit for this initiative, espcc;aily with small husinesses, Seidman ? |
Ehf’:é;"ﬁ}t, Administration well»«pmzzwacd in the debate re: disaster {earthquake} insurance, ]
i- Ensure that legislation meets Administration guidelines and does not shuft risk 1o federal govt, Seidmag 7 |
| Achieve regulatory reform legistation in the Congress that POTUS can sign. | 1
[ Work with WH offices to maximize Administration visibility and credibility on regulatory reform. ? | 7 :
i- Champion reform in ongoing rulemeking and REGO 11 deliberations. ? ?

{- Excise language antithetical to reform from Adminsstration statemerits 10 the public and the Hill. ? ? |
1 Work with Administration and Hill to develop legisiation that streamlines/lightens regulations. ? ?

- Reduce 100+ page procedural bilis to circa ten-page performance-based mandate, o o
HUMAN CAPITAL

| Assure acceplance of the major principles of the President’s G.1. Bill by end of Congressional sessioh. T
i~ Implement thesa basic principles through Administrative actions and Presidential leadership. - Dimond December

i- Implement the Technology Learning Chalienge throughout the next year. Dimond | December |
IWork with Carzgreas to support and implement HUD Reinvention. R ]
E Substitute public and profect-based housing with vouchers, Dimond 7

I~ Consolidate many programs inoto two grants for community development and housing, Dimond ?

i- Pariner FHA with fipancing sources to expand homeownership in underserved markets, Dimond ?

|- Support revisions w HUDY's Urban Report to ensure that EZs, CDFIs, etc. ace highlighted Dimond 7
ENVIRONMENT / NATURAL RESOURCES

|Enact legislation that reauthorizes and reforms the Supecfund program, 1

- Support reforms that speed cleanups, reduce costs, and enhance state participation. Holstein | ?



.- Preserve the core liability concepts that are at the heart of the Superfund program. Holstein ?

{Enact legislation that 1ifts the 22-year ban on exports of Alaska North Slope crude oil.

i- Influence the oultome of pending Congressional action fo reflect the President’s concerng, Holstein ?

{Uranium Issues.

[- Develop opticns for the purchase of Russian uranium from dismantied nuclear weapons. Holsigin 7

|- Finalize a privatization plan for U.S. Eorichment Corp. that provides a reasonable financial return Holstein - 72

GENERAL ECONOMY

|Support cusstanling economic initiatives, both with Congress and within the Administration,

{- Middle Class Bill of Rights. Tyson ?

i- Minimum Wage, Tyson ?

iCreamze continuing series of regional economic conferences highlighting Administration successes.

i- Pacific Rim Economic Conference in Portland, o Lane/Holstein June

|- Additional conferences in Northeast, Mountain West, and Midwest. ‘ Lane/Holstein ?

|- Maximize Jocal and regional media attention to the President’s economic sucresses, Lane/Holstein ?

{Tax Reform, |

- Develop tax reform/simplification policy that assures revenue neutrality. ? ?
? ?

- Develop policy that promotes fairness, simplicity, and efficiency,




THE WHITE HOUSE
! WASHINGTON

. June 13, 1995

MEMORANDUM FOR LEON PARETTA

FROM:

- SUBJECT:

Laura D*Andrea Tyvson

[ong Range Plan

1. International Economy

The prietities of our International Economic Affairs Directorate for 19935 are a continuation
of the work we have been engaged .in over the past two years to develop the international
gconomic architecture for the future:

Goal: Continue to pursue open and free trade and investment in the Asia Pacific, in Latin
America and other regions. {(Kyle)
(Objectives:

*

Prepare for APEC Leaders Summit (Fall 1995) in Japan to review a copy of the
blueprint setting forth proposals 1o achieve free and open trade in the region by
ne later than 2020,

Continue the discussion process begun at the Latin America Summit to achieve
free and open trade and investment in the Western Hemisphere and start
negotiations with Chile on accession o NAFTA.

Seek fast track authority from Congress in 1995 (o pursue trade initiatives in
order o reduce barriers to-U.8. exports without hurting nationgl security.
Reauthorize the Export Administration Act to adopt administrative reforms that
liberzlize controls on high- tech exports.

Continue 1o pursue markei-opening with Japan in the Japanese Framework talks
and with other countries on a case-by-case basis.

Work to establish an effective WTO and resolve the GATT issues left over from
the Uruguay Round {financial services and basic telecoramunications).

Goal: Laying the groundwork in the G-7 and following up the initiatives of the Halifax
Summit for a renewed global institutional architecture capable of successfully meeting the
cconomie challenges of the 21st century, (Tarullo)

Gonl: Explore epportunities for irade liberalization with the European Union. (Kyle)
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Goal: Pr::;;aré for the December 1996 WO ministerial that will deal with further
multilateral trade liberalizadon. {(Kyle)

Goal: Work on the integration of Ching, Russia and the economigs-in-fransition into WTOQ
and the global economy. Also emphasize the integration of the BEMS (Big Imzargmg
Markets) into the global coconomy. (Kyle)

I1. Science, Technology, and nfrastructure

Goal: Restructure the International Telecommunications Satellite Organizations

(INTELSAT and INMARSAT) in a way that promotes rather thas inhibits competition in

the market for intemational satellte services. {Deich)

" QObjectives:

*  Develop Administration consensus on {inal details of a USG proposal to the
INTELSAT Working Party on June 13

»  {oordinate the Administration’s efforts (o build international support for the USG
position -- including interventions in various iniernational forums by State,
Commerce, Treasury and the White House,

»  Support and coordinate interagency efforts to build domestic political support for
USG position - largely from US satellite producers, US consumers of satellite
services and from US-owned, separsie satellitc systems.

+  Coordinate the development of an Administration views on whether Inmarsat P has
been implemented in a way that meets the criteria set out by the USG last fall, and
if not, whether COMSAT should be allowed to offer Inmarat P services within the

Us.

Goal: Amend bilateral agreements that, provide a morc liberal aviation environment with
Japan and certain EU countries. (Deich)

Objectives:

+ Coordinate and suppert Departmental efforts to resolve the dispute hetween Federal
Express and the Government of Japan regzmimg Fedex’s desire to operate betwen
Japan and the Phillipines.

«  Cpordinate Administration consideration of proposals o allow limited antitrust
immunity for certain code-sharing operations in the context of-some type of "open
skies" agreement with Germany.

«  Support efforis 1o negotiate cargo, pricing, charters and new seeess UK,

Goal: Achieve legislative reforms in some of the personnel, procurement and budget
constraints that now hamper the FAA's ability to adopt new technologies and a more
efficient air traffic control system. {(Deich)
Ohjectives:
»  Coordinate the development of an Administration pesition on whether to accept any
substantive reforms other than a government-corporation as meaningful sieps toward
developing a more efficient ATC system,



Goal: Obtain congresssional authorization for State Infrastructure Banks (SIBs) similar to
those proposed! in the President’s Budget. (Deich)
Objectives:
«  Work with DOT and OMB to have included in legislation designating a "National
Highway Sylem” a provigion that would allow states the oplion of using
transportation funds to establish ¢ State Infrastructure Bank.

Goal: Update Presidential Decision Directives on commercial space policy. (Deich)

Objectives: : ’

»  Supportinteragency review of Administration policy on commercial space launch;
support implementation of decision to seek greater consistency in space launch
agreements with Russia, China and {potentially) Ukraine,

+  Review the objcctions by Sen. Bingaman and other Congressional critics fo the
Administration’s policy on commereial remate sensing,

Geal: Work with Congress to pass telecommunications reform legislation that the
President can sign, {Kall)

Gosl: Extend or make permanent the research and experimentation eredit. (Kalil)

Goal: Defend the President’s investments in science and technology, especially Commerce
Department’s Advanced Technology Program, ARPA nvestments in dual-use technologies,
and High Performance Computing and Communications Initiative. (Robyn/Kalil)

Goal: Continue progress on the Adminisiration’s "information superhighway” agenda,
incleding promotion of applications in education, training, clectronic commerce, health care,
and delivery of govermment services, (Kalil)

Goal: Provide policy gmidance to the Export-Import Bank regarding applications such as
the one submitted by Pratt-Whitney in which it requests financing for the export of PoW
engines for use on Hyushin.96 airerafi. (Robyn)

i1, Markets/Regulatory Issues

Goal: Achieve major financial services reform, including regulatory refief and a solution to
the structural problems of the Savings Association Insurance Fund, {Scidman)
Objectives: :
* Ensure that legisiadon repealing (Glags-Steagall also maintains the financial and
structural integrity of the financial system, and the Administration’s role in its

regulation,
* Take a constructive, catalytic role in helping Congress structure amd pass a fong-
lasting SATF fix.

* See Home Loan Bank reorganization legislation through to a successful conclusion.
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Goal: Bring the work of the Advisory Committee on Greenhouse Gas Reduction from
Personal Motor Vehicles to a successful conclusion, on time (end of September). {Seidman)
Ohbjectives:
*  The commitiee’s report should maximize the consensus possible in the commitiee,
even if the committce cannot agree on strategies fo fully return greenhouse gas
emissions o 1950 levels by 2008, 2015 or 2025,

Goal: Complete pension simplification legistation that (i) increases funds available 1o plan
participants; (i1} reduces plan terminations; and (1) increases plan coverage, with the
President getting credit, particularly with small business, for proposing the package.

" {Seidman)

Goal: Keep the Administration well-positioned in the debate concerning disaster
[earthquake] insurance. (Scidmany)

Objeciives:

+ Make certain that any legislation enacted by C‘Qﬁgmss meels tﬁe principles
enunciated in the Administration’s policy paper and, in particular, does not shift
uncompensated insurance risk to the federal government.

Goal:  Achieve regulatory reform legislation in this Congress that the President can sign.

(Objectives;

»  Work within White House processes to maximize Administration visibility and
credibility on commitment to reform. Champion reform in ongoing rulemakings aad
REGQ I deliberations; pursuc major opportunities for reform through
administralive actions; exeise language amlmeizcai to reform from Administration
statements 1o the public and the Hill.

¢ Find and build Administration and ultimately Hill support for a legislative position
that actually does streamline and lighten regulatory burdens. Reduce current 100+
page procedural bills to circa ten-page performance-based mandate.

V. Human Capital

Goal: Assure acceptance of the major principles of the President’s G, Bill for American
workers in legislation by the end of this session of Congress. (Dimend)

Obiectives:

»  Regardless of the legislative success, to implement these basic principles as fully as
possiblc ‘?’hmugh Administrative action and Presidential leadership under existing
authority:

»  Implement the Tectmology Learning Challenge throughout the next year to
demonstrate (1) the full potential of new, interactive learning technology to improve
lifelong fearning and (2) the extent of the market in schools, homes, and workplaccg
for such interactive learning and communication.



Goal: Implement HUD Remnvention in support of the following basic principles:
» to end public and project-based housing as we know it by substituling a rapid transition
1o vouchers :
» to consolidaie dozens of separate programs into two, performance-based, incentive block
grants for community development and housing
« to create a2 much more agile FHA to pariner with other major financing sources to.
expand home-ownership opportunitics in underserved market niches. (Dimond)
Objectives:
+ provide support to enact major elements of these reforms in this session of Congress
«  yprovide support to tmplement administratively as much of the principles of this
reform as possible
+ support the revisions to HUD's Urban Report to make sure that such New Covenant
approaches (empowerment zones and CDFls, in addition to the HUD Reinvention)
are highlighted.

V. Eavironment/Natural Resegreos

Goali Enact fegislation re-authonizing and reforming the Superfund programy, while
preserving its fundamental fencts.  (Holstein}
Objectives:
* To preserve the core liability concepts that are at the heart of the Superfund
program, while supporting reforms designed to speed cleanups, reduce costs, and
enhance- state participation.

Gaal: Enact legislation Hlifling the 22-vear ban on exports of Alagka North Slope {ANS)
crude oil. {Holstein)
Objectives:
*  To influence the oulcome of pending congressional action relating to ANS expons
so that it reflects the President’s concerns: environmental profection, preservation of
- West Coast refinery employment, retention of Presidential energy emergency
authorities, and compliance with intermational trade principles.

Goal: Respond to the national security need to purchase uranium from decommissioned
Russian missiles, coordinated with the deveiopment of a plan to privatize U.S. uranium
enrichment services. (Holsiein}

Objectives: :

* To develop options for the purchase of Russian uranium that will provide accepiable
cash flow {0 Russia in exchange for uranium from dismantled nuclear weapons. To
finalize the privatization plan of the U.S. Enrichment Corporation to create a viable
private corporation while providing 2 reasonable return to the Treasury,



VI, General Economy

Goal: Continue promoting outstanding Administration economic initiatives, including the
Middie Class Bill of Rights {Child Tax Credit, Education tax deduction, IRA expansion and
the G.1. Bill for America’s Workers) and increasing the Minimum Wage., (NEC)
Objectives: .
* To advance these issues with Congress as appropriate and ensure that they continue
to be in the forefront of the Administration’s economic planning and strategy,

Goal: To organize a continuing series of Presidential regional economic conferences

" highlighting the Administration’s economic successes. {lLane/Holstein}

Objectives: .

+  On June 27th, the Pacific Rim Economic Confererce - the second in a series of
regional cconemic conferences « will be held in Portiand, OR. Additional
conferences in the Rortheast, Mountain West, and Midwest will follow. The
objective is t¢ maximize local and regional media atlention to the successes of the
Clinon economic philosophy and programs.

Gaal: Develop tax reform/simplification policy options that promote (i} fairness, (i1}
simplicity, and (ili) efficiency, while assuring revenuc ncutralily.

cc: Erskine Bowles, Harold kekes

H
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THE WHITE HOUSE
WASHINGTON

MEMORANDUM
To: Tom O’ Donnelt fd
From: Tom Kalil T;‘ql{
Re: NEC accomplishments, arcas for improvemoent E"Q
Date:  October 13, 1996

This meme discusses the NECs accomplishments in the ares of technology policy
and the National Information Infrastructure. In these areas, the NEC staff was part of a
small White House "team” that included the Office of the Vice President and the Office of
Science and Technology Policy.

The NEC plays a variety of roles, includmng:

£

. Serving as "honest brokes™ in the development of conimon. Administration-
! wide positions;
2, Generating "new ideas” and helping 1o set the Administralion’s agenda in o

particilar policy arga;

3. Serving as an advocate for Presidential priorities both internally {within the
government) and exterpally (broader publicl;

4, Interacting with speeific "policy networks” (Congressional commiliees,
ageneies, companies, public interest groups, ndustry associations, specially
press, the "attentive” public, et ).

| spent more of my time on 2-4 than 1. The reason for this is clear. Although some
policy arcas were controversial (e.g. encryption) and required inter-agency deliberation,
many did not. No agency was against using the Internet to disseminate more information,
bul few members of the Cabinet and sub-Cabinet were aware of iis potential. No agency
was against connecting all schools to the Interned by the year 2000, bt actually making i
happen will require the cooperation of teachers, CEOs, governors, local communttics, ete.
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Specific NEC accomplishments arc outlined below:

1

A. Technology policy

1. Wrote (with OSTP) Technology for America’s Economic Growth, ‘This was the
February 1993 document that set the Administration’s technology policy.
! - ;
2. IHelped develop the S&T budget included in the President’s economic program.
This budget included;
: .
- An expansion of the Commerce Department’s Advanced Technology
: Program, from $68 million in FY93 to $750 million in Y97,

Sufficient funding of the Manufacturing Extension Partnership to mect the
President’s campaign promise of creating 100 manufacturing extension
centers.

- An increase in "dual-use” R&D through the Technology Reinvestment
Program and other ARPA programs.

L
! .

- t Strong support for basic research at NSF and NIH. |
i .

- An incrcase in the national tab budgets devoted to technology transfer.

- Increased funding for specific technologies such as environmental technology,
- rencwable cnergy, high-performance computing and communications, the
"Clean Car", etc.
The 104th Congress targeted some (although not all) of these programs for
elimination, but the Whitc IMouse was ablc to sccure some level of funding for them.
3. H;elped manage Administration’s relationship with important industry sectors. An
example of this was the annual meetings with the CEOs of the computer industry
" héld with Rubin, Tyson, and other Administration officials. This process eventually
led to major reforms in export controls on computers and encryption.

4. Led the inter-agency process that lead to the President signing anti-trust reform

legislation.
3. F?ught for extension of the R&E tax credit.

1

b
f
|
|
i



B. National Information Infrastructure
|
1. Helped draft the Administration’s September 1993 NII Agenda for Action and
February 1995 GiI Agenda for Cooperation. These documents sct the
Administration’s agenda in a varicly of arcas, including;

- Telecommunications reform;
- Spectrum allocation;

-J: Information policy (privacy, security, intellectual properly, dissemination of
government information);

- Promotion of applications in areas such as education, health care, delivery of
! government services, digital libraries, improving the lives of Americans with
i disabilities, etc.; and,

- Intcrnational cooperation/market access.

2. Wllh OSTP and the Commerce Department, established the Information
lnfmbtructurt, Task Force. This was the organization that was responsible for
1mplcmemmg the NiI Agenda for Action.

- The NEC tasked the IITF with developing a serics of 14 white papers on NII
applications.

3. Drafted the Executive Order that established the NII Advisory Council. This led to
broad private sector support for the Administration’s goal of connecting every school
aﬁd library (o the "information superhighway" by the year 2000.

4, Worked w1th OVP to negotiate a telecommunications bill that the President could
‘ bl}:Il The Telecommunications Act of 1996 was the first major legislative reform in
62 years.
f .
5. - Served as the national coordinator for the 11 G-7 Global Information Society pilot
“ projects.
}
6. Helped develop (with Paul Dimond and others) and 1mplement the President’s

Educational Technology Initiative.

]

- Responsible for President’s support for NetDay, which has become a
grassroots movement active in 49 states plus the District of Columbia.
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Launched (with OVP) the Leland Initiative, a program to expand Internet access in
20 Afvican countries,

Developed the "Next Generation Internet” initintive announced by the President on
October 10, 1996.

Developed an Administration policy on siting of wireless facilities that is designed
to allow roll-out of new wircless scrvices while protecting environmental concerns.

Served as an advocate for expanded government use of the Internet for

- Dhssemination of government information;
w’ Delivery of government services; and,
- Two-way interaction with the public

Helped develop Administration’s policy on health care applications of the NI,
including:

- HCFA reimbursement for tclemedicine on o pilot basis;
- Increased availability of consumer health information;
- Governmentewide database of telemedicine projects;

« Privacy of medical records.

What cowld the NEC have done better?

Better articulation of an overall "NEC agenda.® [t would have been helpful at the
beginning of ench year lo identify the "top 107 list of ihings the NEC Chair and stalT
wanl ko accomphsh,

More teamwork between NEC staff. The atmosphere wag very ooliggial, and there
was conperation on an ad hoc basits, but there is definitely room for improvement.
Examples:

- Exploration by several NEC staff of the "new economy.”
ot More sharing of Jessons learned on Mactics™ and “process.”

Putting together a Presidential event

Chairing an inter-agency working group

Getting an Executive Order signed

Setting up a Federal Advisory Conumitice

Effective working relations with other White House offices
Effective participation in the budget process

* = X * F %
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Greater Teveruge ol talent, tdeas, and oxpertise both within and outside the federal
government.

Closer working relationship with OSTP. Although OSTP has significant resources
(staff, expertise) - they tend to be less familiar with the overtly political process of
moving an agenda through the White House. A closer NEC/OSTP working
relationship might have leveraged the eomparative strengths of the twe
organizations,

More active efforts to recrult people to specific positions within the goverament. |
wis repeatedly struck by the importance of Baving good people at the sub-Cabinet
fevel to develop and implement the President’s agenda.

Moare attention fo identifying "euts.” A "cut and invest" strategy won’t work without
identifying arcas that are of tower priority. | know that | certainly spend too much
time learning about the programs | liked and not encugh time identilying low
priority or poorly executed progroms.

¥
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‘MEMORANDUM FOR LAURA TYSON

) i
FROM: | BOB KYLERA _
LAEL BRAINAR
MALCOLM LEEME Ibf
| HELEN WALSHyO ¥ &%
SUBJECT: NEC Resord - International T;adé(

We thought it might make sense to respond to your wmeno of
Zeptenber 26 by providing one memo for the entire Internaibional
Econcemics Sroup.

I. HEC Sycgesses

A. NEC/NSC Gensrally: The International Office under the
combined NEC/NSC has been one of the most successful innovations
of the Clinton Administration. Most of the maior internaticnal
initlatives we are confronting in the post~Cold War world invelve
the intersecticn of economic and foreign policy, whether it is.
NAFTA, the Uruguay Round, liberalization of export controlsg,
gconomic sanctions policy, China MEN or a host of trade disputes
invelving important allies., The doint appointment of staff to
beth the NEC and the NSC has also had the benefit of reducin
policy parochialism: it encourages sensitivity to both economic
and forelgn policy congcerns, We think this kind of dusl tasking
should be usesd more commonly in government.

B. Leading/Coordinating Large Initiatives: The NBEC has
raken a leading role in virtuslly every major international
gconomic initiatives of the Administration. As a general mabtter,
the NEC. has been most effective in coordinating policy. It
should avoza becoming operational. In the case of large,
operatl onal initiatives {e.g., NAFTA, Uruguay Round) the process
worksd bhest when a separate White House coordinator was named to
lead the sperational/Congressional effort. Even in these cassas,
however; the NEC/NSC c¢ontinued to coordinate the policymaking
effort. Exanples include:

-

- VHAFTA: The NEC led an interagency principals process that ;

gltimately ied to the momentous decision to conclude the NAFTA, . /f
NEC was instrumental in ensuring economic agencies' views were . !
i ' o

H
H
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fully aired, adding an important domestic economic rationale to the
forsign policy case for pursuing the agreement. The WEC
convened a series of principals and deputies meetings to guide key
decisions during the negotiation process. In the runup to the
Congressional vote, the NEC/NSC continued to provide policy
gLLdance, complementing the operational direction provided by Bill
ley and White House staff. Since the NAFTA was ratified, the NEC
hax piayed a central coordinating role on controversial ‘
wmplementation issues, NEC degisions have struck a careful balance
between domestic political considerations, economic considerations,
and foreign pelicy considerations in implementiﬁg the trucking
provisions and responding to allegations of injury by the dowmestic
tomato 'industry and the domestic broomcorn broon industry.

. - Uruguay Roungd: The NEC ied the gallcymak;ng Lracess
3nvo=v&§ in every step of the Uruguay Round process, from the
decision to secure the initial fast track authority in 1993 to .
final negotiating positions to policy decisions regarding the -
content of the implementing legislation. Again, Lhe NEC operated
most effectively when it left negotiating to USTR and the
Congressional effort to John Emerson, the White House coordinator
of the Congressional effort. But Bo Cutter. convened weekly
meetings of a small interagency group that provided a consist{ent
pcziayMaklng forum for deciding the multitude ¢f policy issues
that needed to be addressed to securs final passages of tha

g”&emen%

- ¢hina MFN: ‘fThe China MFY process has gone through an
gvolubion in which the NEC has developed an increasing leadership
recie. The first policy decision actually was made during the
electicn campaign, when the President favored linking Ching MFN
and human rights. The 1993 decision to continue that linkaoge
securved through a fairly informal process led chiefly by N3C and
State, with NEC playing a moderating but secondary role. Largely
pecanse of dissatisfacrion with the 1893 process/result, ‘the NEC
and N5C led a more formal process in 1994 resulting in delinkage.
The process probably Look teo long,. permitting interagency
disagresements to emerge publicly before the President made his
decision., Bubt the NEC/KSC process honestly presented all views
to the Fresident {including substantial data on the economic
effects of various optiens), then coordinated agency rollout of
every dimansions of the .announcement.

, By 13%4 and 1983, a by then formalized NSC/NEC Deputies
group organized an effort that won large Congressional majorities
on this issue. The 1895 effort in particular reguired the Wnite
House to weave through numercus issues prior to the MFN debste:-
missile firings in the Taiwan Strait: the ring magnets issue; a
burgeconing trade deficit; little progress on human rights and
China’s failure (o comply with our intellectual property
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agreement. The breadth of these 1ssues demonstrates why both NEC
and NSC djeint leadership was critical. The NEC/NSC International
Eaonomic Affairs staff worked succsssfully to forestall
alternative resclutions, ceoeordinated cabhinet level meebings with
members of Congress and generated all of the Administration's
issue papers. Laura and Dan held countless meetings and

reakfasts with members to generate support. The NEC itself
oversaw the intellechual property dispute that yielded, just
pricr to the MFN vote, a commitment by China to step up
enforcement againsi piraters of American CU's and software.

-+ Japan Trade Policy: In prior Administrations, Japan
frequently played warring agencies against each other regarding
disputes with Japan. ©Cne of the legacies of the NEC process has
besn to minimize this phenomenon by creating an NEC process in
which all agencies participated. Most outside observers note a |
striking difference between the unity of this Administration and
disunity of those in the pasgti.

This bagan with an intensive process in 1893 to craft & |
create @ new “results oriented” golicy. The Framework Agreemsnt
signed by the President in July 1993 has prpduced over 20 such
trade agreements, including a guccessful auto agreemsent. Exports
in ssctors coversd by these agreements are up 85% -~ total 1995
exports are up 35% since 1883,

At rhimes, action has occurred in this area without
interagency consultation. Examples inciude the decision to seek
a new U.5.-Japan semiconductor agreement and various early
decisions in the U.35.-Japan zuto dispuie. But the NEC played an
lmpmrtant role in steering the Kodakx dispute to Lhe WTO, in
ensuring cur objectives in a semiconducter agreement were useful
and reasocnakle and in ereating more formalized interagency
consideration as the auto dispute progressed. Dan Tarulleo has
helped ensure Japan continues to uphold our bilateral insurance
agresment, and has provided active oversight of our dispute over
cilvii aviation, where ouy eccnomic shakes are engrmous. ' :
Finally, the NEU has plaved a central role in articulating the
Administration’s trade accomplishments with Japan, and ansuring
that our claims are well founded.

- APEC: The iﬁiti&l decision to host tvhe first-ever
APEC leaders mesling was developed threugh an BEC-led process.
Since thai time, the NEC has effectively acted as the "shegrpa™ in
eoordinating the pelicy preocese that leads Lo the APED leaders
meeting ‘wach year. APEC is similar to the &~7 in that much of the
preparatory work is carried out by economic agencies in
international %e&tlngs. The NEC ensures that the President’s
priorities are rveflected ag initiatives are proposed and developed
through APEC's myriad working groups and ministerials, negobiates
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the leaders statement, and briefs the President on his objectives
for the leadsrs meeting. The NEC is also the gprimary peoint of
contact for the U.S. CEOs who are appointed by the Prasident to-
serve on the APEC Business Advisory Council.

- FTAA: 'The REC process shaped the econamic agenda for
the Summit of the Americas, providing poiicy guidance to economic
agencies as they negotiated the Summit declaration. , The NEC
process led to the decision to pursue free trade in the hemisphere
by 2005 -~ the commitment that ultimately dominated the positive
press coverage of the Summit.

-~ Trade Message: The NEC has played an important reole in
coordinating the sconomic message on tyade, which has proven very
effective in deflecting attacks and defending the record. The )
NEC/NSC has developed and coordinated the Administration's message.
at critical junctures: during the lsad-up to {he NAFTA and Uruguay
Round vetes, defending NAFTA in the wake of the Mexican financial
crigls, providing the rationale for China HEN renewal, and
demonstrating the success of the Japan Framework Agreement. It has
played an impertant role in ensuring consistency among agencies and
in ensuring high analytical standards. for.all guantitative claims.

- -7 Summits/Halifax Initiatives: Overall, the KEC
(through the sherpa) has taken the lead role in organizing all of
the annusal G-7 Swwalts. A good example was the Halifax Summit for
the which the NEC/NSC pressed, among other things, for initiatives
to address the passxblllfy of future financial instability in big
smerging markets. It is a good example of the White House exerting
ieadersFip to get ahead of potentisl problems, .

Export Controls: Probably more than any
international econpomic issue, sxport control policy invalves
policymaxing among entrenched agency interests with strongly
differing views and a long history or distrust. The NEC/WSC has
been encrmously successful in overcoming these differences to
secure landmark export control reforms. In 1993, an NEC/NSC
process led to the decontrol of $37 billion worih of U.8.
telecommunications and computer exports. To give sone senss of
the magnitude of this reform, when the Administration took office
all computers operating above speeds of 10.5 MIOPS (million
operations per second) were controlled, The 1983 reforms
decontroiled virtually all computers helow 1000 MTOPS.
subsequent reforms- have also been achieved,




C. Developing Coordinate Policies/Themes Inveolving Several

Initiatives

-~ Triple Play: The NEC has alsto played an important
role in bringing coherency to U.S. international economic policy
and making sure our communications strategy emphasizes it. A
good example occurred in the fall of 12923, when the ‘
Adwinistration completed the “triple play” of winning the NAFTA
vote, launching the leaders’ APEC process and completing Uruguay
Round pagotiations. We both achlieved and communicated & coherent
policy, favering opening foreign markets and creating good jobs in
the L.§. Thig triple play was repeated by another in 1994, when
the Administration won the Uruguay Round vote, held the second
APEC leaders’ meeting and convened rthe Summit of the Americas to
launch the free frade process in this hemisphere.

1

0. Ensuring Full Consideration of Economic Views

- Sanctions: Over the last two years, there has bsaen
increasing resort Lo economic sanctions as a foreign pelicy tool.
The HEC worked with the econeomics asgencies to ensureg that
economic implications of possible sanctiens, options were
considered {¢.g., Iran—Libya, Nigeria, ULiberia, Burma, Vietnamj.-
We cocordinated the legislative negotiations on the Irxan zand Libya
fanctions Act of 1898 and the Cohen legislaticn on Burma. We
estabiished a procsdure whereby any agency sction taking us down
a sanctions path must receive approval from both Sandy Berger and
Dan Tarulle. -

: - Economic Esplonage Legislation: The NEC brokersed
an agrsenent between economic agencies and the law enforcement
agencies on proposed legislation to criminaiize theft of trads
secrets. The legislation had been under Interagency
consideration for over a year, with agencies at loggerheads. At
the same time, the Congress was considering similar legislation
that contained many problematic provisions. The NEC's
intervention allowsd agencies to agree on an Administration
praposal that met economic agencles’ concerns while maintaining
the core provisions that Justice and FRI kelieved were essential.
Congress subseguently passed legislation thet was modeled on our

proposal.

‘ - Beconomic Assistance: The NEC ensured that
gcononic agenclies views and sound economie principles were taken
into account in the consideration of economic packages for key
countries.  For example, we worked with the N3C on assistance for
Russia, and at & sritical ftime in Bussia’s reform efforts, we
brought ‘in outside experts to present the case to senior NSO
officials that there was no alternative to the adjustment path
that Russia was pursuing. When State sought to offer loan
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guarantees to Turkey, we convened a meeting of economics agencies
that provided the analysis used to convince senior White Honse
officials that was not necessary or feasible.

’

IT. Areas of Improvement

The NEC hag had a remarkable amsunt of influence and
positive effect, particularly for an entity that has existed for
less than one administration. The peints below are not meant as
cr;tlczsm as much as how the svelution of this institution s?ould
ronw;ﬂue* .

A. Decisicnmaking Process: The NEC procgss has improved,
put still could be better. Eariy Deputies meetings were
inconciusive or reopened earller decisions. At the same time,
the TPRG mechanism, which decided many routine trade issues,
became noribund. The institution of weskly international
deputies meetings with early circulation of papsrs and agenda has
greatly improved dec¢isionmaking. Beyond this, there needs to be
a more sctive IWSE process o gettle issues or sharpen them for
Deputies consideration. This could be achieved by reviving the
TPRG nmechanism or by. adding more NEC staff with the understanding
that they would chalr these processes. Since USTR is unlikely
formally to forfeit the TFRG role, one sclution may be to have
NEC play a somewhat greater IWG role as necessary, while pressing
greater TPRG activiiy when that is appropriate.

B. A&gency Drives Process Toop Much: A sszeond problem has
been that agencies sometimes advance their initiatives quite far
without interagency review, foreclosing options once the NEC
weighs in. Part of the solution is simply to better anticipate
initiatives on the horizon and to insist on lowsr legvel
interagency review (such as through the TPRG) . Hodest additions
to the NEC staff might help monitor @he full range of issues
developing.

. Cocrdination Betwsen Domestic/International _
Pelicymaking: When the REC was formed, there was much discussion
of the need to coordinate domestic and internationsl esconomic
policy. We suspesct that Laura/Dan may do some of this, bub there
is very little gdiscussion between, for example, the Internatignal
Economic Group and Dorothy Robyn/Tom Kalil on how to structure a
coherent telecommunications policy that links domestic and
international policymaking. This tends not to happen unless some
pressing issue invokes both dimensions, as was the case with the
recent, .good discussicn over the pogltien we should take in the
WIPG talks on intellectual property. We do not have & specific
sclution, except to note that this ls one arese where the original
gexpectahzgns for the NEC may he falling short.

i
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D. Top Little Altention Paid Yo Agencies: There have been
situations in which the NEC/NSC pald too little attention to red
flays correctly raised by the agencles. A good example 1s Global
2000, the trade initlative proposed by the NEC/NSC somewhar
belatédly before the Naples G-7 Sumnit. Various agency officials
warned that the proposal had not received sufficient vetting
before the summit to be received successfully -~ and they were
right. The lesson is that a healithy respect for agency expartise
and carser officials ig warranted.

E. NEZ Role Vig-a-Vis Treasury: The NEC sxercises far
greater interagency oversight role over other agencles f{e.qg.,
USTR) than cover the Treasury Department. Undoubtedly, some
restraint makes sense, given the sensitivity of sowe Treasury
issues and Treasury’s sensible handling of many issues. But some
Treasury issues are not unusually sensitive and the unequal
treatment is & soré point with USTR. We ought to glve greater
thought to the {ypes of lssues that should be reviewed and the
appropriate types of progesses,

CC: DAN TARRULLO
TOM 4F DONNELL

v
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THE WHITE HOUSE
WABHINGTOHN

{Jctober 7, 1996

TO: TOM O’DONNELL

FROM: MARK MAZUR \AAnd

SUBJECT: NEC PLANNING ISSUES

This is in response to your request for a discussion of the more and less successfil NEC
endeavors during my tenure on the staff. As you know, | have been on the NEC staff for only
about a year, perhaps limiting the range of my comments, Please let me know if you wish to
discuss this memo.

General Achievements of the NEC

The NEC appears to have brought a necessary discipline (o the policy-making process in
the Chinton Adnunistration. As time has gone by, the role of the NEC has become somewhat
institutionalized. Now, many of the agencies expect any serious policy initiative involving
economic issues (a1 least on the domestic sided to go through a rigorous process where the pros
and cons of the initiative are debated. Thig process ensures that either a consensus 18 forged or
the differences sharpened so that higher level participants can make an informed decision.

One aspect of the NEC’s imposing discipline on the policy process is the requirement,
accepted by all NEC agencies, that all new spending and tax mitiatives be “paid for” in the sense
of having revenue offsets. This usually places the onus on the proposing agency (o generate a
revenue item and permits decision makers to weigh the costs and benefits of a policy proposal in
fairly concrete terms,  This requirement has also prevented a “free for all” from occurring as
agencies rush to move programs from the discretionary side of the budget onto the mandatory
side, In order to free up scarce resources for other initiatives.

Another achievement of the NEC has been the ability to adapt to changing circumstances.
Until the November 1994 election, the NEC presided over mmmerous discussions on how to
improve, expand, or create discretionary spending programs. Afer that election, it became
apparent that discretionary spesding would be on a downward path in real and probably nominal
terms. The NEC helped organize the various agencies in the “budget wars” that occurred in late
1995 and early 1996. This endeavor helped the NEC gain credibility with the various agencies as
an effective participant in the policy development process in an era of increasingly tighter budgets.
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My Portiolie

I view my role at the NEC as having three components: {1} to a large extent, | function as
a kind of utility economist, able to help other NEC staff in several specific policy areas (e.g.,
working with Ellen Seidman on retirement issues, with Eigie Holstein on energy issues, with Paul
Dimond ‘on economic development issues); (2) by virtue of keeping in close contact with the CEA
Members and staff, 1 act as a liaison between the NEC and CEA on numerous smaller issues that
need not rise to the Deputy level or higher; (3) I maintain a portfolio of tax and refated issues.

More Successful Efforts

» Generating several revenue raising items that Treasury included in its package for the
President’s balanced budget submission (e.g., a proposal 10 increase the caps on amounts
that can accumublate in various trust funds without the related taxes being triggered off}.

. Working with DPC, EFA, and Treasury staff to develop the Administration’s
“Brownfields” tax incentive and related proposals (included in the President’s FY 1997
Budget).

* Working with DPC staff to develop language on a demonstration program that the

Administration used in its negotiations with Congress over Medical Savings Accounts
+ {enacted in August 1997).

. Wﬁrk%ng with DPC and other agency staff to develop a proposal (o provide health

insurance subsidies for the temporarnily unemployed {(included in the President’s FY 1097
Budget).
* Working with staff from Treasury, Commerce, OMB, and Labor 1o develop a way for the

agencies to share statistical data without compromising laxpayer-identified information
{beli language introduced),

. Worled with NEC, OMB, and HUD staff t¢ develop and promote the homeownership
capital gains proposal introduced by the President in August,

. Working with Elgie Holstein and staff from OMB znd Energy to respond to increasing
gasoline prices in the Spring of 1996, The Administration’s response of accelerating oil
sales from the Sirategic Petroleum Reserve and its patience i dealing with calls for
greater action allowed gasoline prices to fall throughout the summer and prevented
Congress from enacting an ill-concgived reduction in motor fuel excise taxes.

. Wrote about half of a Chapter in the 1998 Economic Report of the Presidens that dealt
with tax issues. This Chapter provided strong crtiques of broad-based capital gains cuts
and the flat tax that have formed the basis for much of the Administration’s response on
these issues,



Wrote numerous articles in the Weekly Economic Briefing, with areas of emphasis being
tax issues, supply-side economics, and energy issues.

Helped subject numerous tax subsidy proposals to increased scrutiny that resulted in many
being rejected as inequitable, inefficient, or having costs that outweighed the potential
benefits. Two examples are: (1) the proposal to impose a “tax” or “tariff” on legal
immigrants to fund training programs; and (2) the “R-Corporation” proposal of Senator
Bingaman (and others) that would have provided an alternative tax system for businesses
meeting criteria deemed to characterize “corporate responsibility”.

Less Successful Efforts

Trying to get a serious discussion of tax reform into an NEC-led process. This proved
more difficult than expected, because White House participants were concerned about
public expectations if it became known that tax reform was under consideration and
because Treasury was adamant about maintaining complete control over the tax policy
development process.

Getting a commitment for a serious and impartial evaluation of the effectiveness of the
Empowerment Zone/Enterprise Community program. Both HUD and many of the more
political people in the White House were reluctant to risk a negative evaluation of this
signature initiative. An inability to communicate that a serious evaluatton was in the
Administration’s long run interest, if the program is to be extended or expanded in the
future, led to rejection of an analytically objective evaluation through inaction.

Inability to get the NEC to consider a serious economic comparison of the costs and
benefits of the proposed tuition tax deduction and, more recently, the proposed tuition tax
credit. In both cases, insufficient attention has been paid to the incentives for schools to
increase tuition or decrease financial aid to capture much of the value of the tax break
from targeted individuals. Moreover, these proposals raised substantial tax policy and
compliance concerns that were generally unaddressed in the decision-making process. In
the case of the tuition credit, the policy development process was conducted at a very
rapid pace, limiting the ability of skeptics to question the policy desirability of the proposal
and to shape the details.

SN
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THE WHITE HOUSE

WASHINGTON
October 7, 1396

MEMORANDUM YOR TOM O 'DONNELL
FROM: | Ellen Seidma
SUBJECT The NEC £

The KREC's Succaesses

Ceneral

i

1. Getting the economic team recognized ag o team and as a real
player in dowmestic policy discussions

Thers are twd major slements of NEC success here: (1) making
coertain that discussions of domestic igsues included
consideration of etonamic elements, both economic issues
intrinsic to the particular policy issues under discussion and
broader macroeconomic impacts of potential policies;: and {(ii}
bringing team members together so that they could develop a
eeherent and consistent message. Both the 1993 budget and the
1996 inttiatives were key examples of success of this nature. It
is also possible that initiatives such as school«to-work and
skill grants were able to overcome -« at least at the top
pelitical levels -- the bureaucratic imperatives of the Education
and Labor Departmants in part because the discussion was in the
language of economlic growth. A structural part of this success
was bringing the CEA, with its professional economics expertise,
back to the table, where it hadn’t been since about 1976. This
was particularly apparent in the regulatory reform discussions
and in some environmental issues, such as superfund.

i
Z. Adding a coordinating device for non-budget issueg to the
OMB-Lased gystem

OMB runs a very useful set of coordinating mechanisms in the
budget, regulatory and legislative arenas. However, these tend
to baé one-issue~or-regulation-or-bill-at-a«time discussions, and
sometimes get held at too low a level to be really creative and
constructive. Moreover, at least on budget matters and perhaps
regulatory ones, OMB is perceived as a player with a clear
agenda, not an "honest broker." The NEC has provided a useful
forum for development of policy on a broader basis, at a higher
leval.

—ar
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3. Craéting a forum for dealing with inherently inter-agency
issues, such as pensions, insurance and trade

A number of issues are inherently inter-agency either because
more than one agency has clear jurisdiction over it or because no
agency is really in charge. For example, pension policy is
firmiy in the hands of both the Treasury angd the Labor
Department. And no executive branch agency 1lg responsible for
sgourivies law reguliation, which is largeiy the province of the
SPC, In these situations, ag well as with trade, the NEC was
able to establish on-going intersgency forums that allowed for
coharent policy development and a more unified Administration
front than has usually been the case. However, this system has
worked less well when one agency has had the lead in an area in
which other agencies are interested. Then, a combination of turf
consciousness, lack of serious high-level interest on the part of
the secondary agencles, snd log-rolling made the process less
gugcessful.  For example, the Treasury wag very conscious of
wanting t0 do banking modernization policy by itself and once the
NEC working group figured oul that sarthquake insurance was an
issug that needed ¢ be part of a broader natural disaster
policy, FEMA decided to pick up the ball and go home.

Substantive successes

1. Pensgion policy

The NEC has helped take pension policy wff the back burner and
make it a real success for the Administration. The pension
working group -- NEC, CEA, OMB, Treasury, DOL, PBGC -- started
in March 1993 and has bheen w@rking together eveyr since. It has
developed two successfully-enacted pleces of legislation: the
Retirement Protection Act to strengthen the traditional pension
system and the PBGC, and the pension portions of the minimum wage
bill which expand pension coverage by simplifying the system., In
addition, the working group served as a forum for discussion and
development of administrative actions and for broader policy
development and, on occagion, event planning.

2. Urban econcomic development issues

The NEC helped create a presidential, White-House-based urban
economic’ developrent policy that simply would not have come out
of the agencies left to their own deviges., The focus on
gncouraging private businesges and development rather than
government programs, on protecting CRA, using the GSEs and
establishing the CDFI fund would not have happened had HUD or
Treagury beern left to develop the initiatives. Later additions
such as brouwunfields expensing and the more economic-developmentw
oriented second round of EC/EZs also showed the NEC stamp. The
NEC wag also ilmportant in making certain that the first round of
EC/E2s relied heavily on private participation and leverage.
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3. Maritime subsidies and state infrastructure banks

Theése two lssues came early in the term and could easlly have
been disasters, because the Administration could simply have
pandered to the spending advocates or ¢ould have listened to
those who wanted to d¢ away with all federal support for either
the maritime industyry and infrastruciture other than highways -
politically thoroughly untenable positions., The NEC helped
negotiate intelligent compromise solutions in both cases, and the
issues have never sericusly resurfaced as prohlems.

4. Base closure, technology

[XI hope you get some good stuff from Dorothy, because these were
real NEC successes. )

5. 3Qﬁeownership, banking requlatory reform (including
interstate), BIF/SAIF fix

These are issues where single departments {(HUD and Treasury)] had
the lead and did the wvast bulk of the work., However, the NEC, by
bringing a White House presence to the issues, was able to (i} in
the case of homeownership, take a program that could aasily have
either languished or become another govermment spending program,
and help HUD keep it focused on partnerships and give the
President, not just HUD, credit for it; and (ii} make certain
that the banking issues became Administration, not just Treasury,.
priorities and that Administration priorities within the hroader
topios were developed and respected.

#

;?he NEC's failuresg

Goeneral

1. Letting health care, welfare reform and many of the initial
environmental pollcles develop without sufficient economi¢ policy

input

These were largely tactlcal decisiong by Bob Rubin, and may well
have been important in enabling the NEC to be successful in many
other areas, but all these policies could have benefitted from
greatey NEC involwement, This is also a gset of special cases of
a broader problem: the extent to which the NEC can force policy
development in aress whare politically the best choice appears to
be not to have a policy at all, See Car Talk, Retirement incone
security and civil legal issues, below.

£
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2. Losing nuch of its policy development focug after November
1994 -

After about November 1984, the NEC switched largely from
assisting in the development ©f major Administration policies to
holding on to what had been developed, working on the budget
(done almost exclusively at the most senior levels), and
providing a forum for discussion of relatively minor, if annoying
issues (e.g., Mexican tomatoes). Much of this was due to (1)
the long Iinterregnum; {ii} the Republican sweep in Congress,

- which left the agenciles {and the sconomic agencies in particular)

prone to make thelr own deals on the hill and the President
relatively weak through 19935; {iii} the continuocus front-and-
center nature of the budget through all of 1995 and 1996; and
{iv} the fact that the third and fourth years of a term are
largely ones of consolidation rather than new initiatives.
Nevertheless, & more focused NEC that had not undergone a 6-month
leadership vacuum at just the wrong time might well have been
able to be more productive in the second half of the term, in
areas other than the budget and individual iInitiatives,

Spﬁﬁifﬁ@

1. Filnancial soyvices modernization

This is one of the major issues for the next decade, and one in
which the government has an inherently important rele, as
regulator, as the center of the payments system and monetary
policy, and as participant. At the beginning of the term, OMB,
{EA, Treasury angd NEC were ready to take on the issue, which
would have reguired a significant amount of hoth internal
raesources and outside assistance. For a number of reasong,
inciluding Freasury's desire to handle the issue alone, enactment
of a law mandating a Treasury study and commisaion to conslder
the issue, and thin NEC resources, we nevexr pursued the ilssue.
The result is that, while & fair amcunt of work has been done on
the technology issues, the larger regulatory issues are simply
going along with somewhat better cocrdination, but little serious
policy development. Whether the Adminigtration would have been
better prepared to work with Congress on banking reform in the
104th had we gotten farther on the igsue, or whether the Hill.
landscape wag going to nake this a disaster anyway and we're just
lucky nothing happened, i3 unclear. .

2. Disaster assistance reform

The NEC working group that was established after the Northridge
earthquake was very effective In (1) stopping really bad
insurance ballout legiglation that was galning serious momentum;
and (1i} getting the Administration a seat at the table in the
insurance debates. However, when FEMA decided that the working
group was infringing on its turf and had become a opportunity for

-
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the economic agencies to "gang up” (yes, they really used that

term) on FEMA, the exercise lost its focua and led to an

unpleasant finale on the Hill.

3. Car Talk

It's unclear whether this wss a success or a fallure. By
bringing a8ll the parties together for a3 year in an unsuccegsful
attempt o reach some sort of congensus on how best to reduce
gregnhouse gas emisgionsg from cars and light trucks, the
Administration (i) demongtrated exactly how hard this was and
(1i) dodged calls for increasing CAFE at a time when politigally
the Administration did not want to do it, delaying the entire
action until after it became clear even to the environmentalists
that a press to increase CAFE was likely to be counterproductive.
And, moreover, the group that worked together developed a fair
amount of understanding of the complexity of the issue from a
variety of perspectives and some level of trust for each other.
However, as an attempit to come o a2 peositive resplution of a
difficult policy issue, this was a failure.

4. Retirement income security

This 1s clearly a major issue for the second term, and one we all
knew would be easier to solve the earlier we tackled it. Yet,
neither the NEC nor any of the other policy agencies was able to
move on any part of this issue -~ except the private pension
system -~ through the first term. This is not only an NEC
fallure -~ DPC and OMB ave other candidates for the title -- hut
it’'s an area where one might wish the REC had figured out some
way to move the policy ball without hitting the peolitical thixd
rail.

5. Civil legal issues with economic Iimpacts

Certainly after Peter Yu left, we did not ¢over this area very
well, and neither did anyone else in either Justice or the White
House. All parties were dealing with these lssues solely as a
cerisis~oriented sideline, not with the sustained care they
deserved. Whether this led to the embarrassing results on
securities litigation reform is hard to know; it clearly hurt the
¥hite House's ability to be a constructive part of the debate on
both securities litigation reform and broader tort reform w-
although maybe politically that’s where we wanted to be!



