
DAVIS POLK & WARDWELL 


450 LEXINGTON AVENUe: 


Ntrw YORK. N. Y. 10017 
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Memorandum to: Ms. Matthews 

Re: National Economic Council 

I attach a revised draft of the NEC charter. The 

one remaining issue to be revolved is to ensure that 

Ron Brown is satisfied with the Charter language concerning 

trad~ matters. Mickey Kantor has indicated that he will 

\ ,contact Ron Brown and BOb to resolve this issue tonight or 

tomorrow morning. 

Please let me know if I might be of any additional 

assistance. 

Best regards. 

David L. Caplan 
(212) 450~4lS6 



National Economic Council 

The President shall establish and chair a National 
Economic Council. and appoint an Assistant to the President 
for Economic Policy to direct the Council I s activit:ies. crhe 
NEC will consist of the President, the Vice President, the 
Secretary of the Treasu=y, the secretary of State, the 
Director of the Office of Management and Budget, the Chair 
of the Council of Economic Advisers, the Secretary of 
Energy, the Secretary o~ Labor, the Secretary of Cor.~erce, 
the Secretary of Housing and Urban Development, the 
Secretary of "Health and Human Services, the Secretary of 
Transportation, the Secretary of Agriculture. the Secretary 
of Education, the United States Trade Representative l the 
Assistant to the President for DOffiestic Policy, the 
Assistant to the President for National Security Affairs, 
the Assistant to the ?resident for Economic Policy and such 
other persons as the President may designate. Other 
departmer.t and ager.cy heads will participate on appropriate 
issues. The President will chair the Council. In his 
absence, the Assistant to the President for Bconomic Policy 
will preside. 

On many issues, the Council will function through 
established or ad hoc subcorruuittees, task forces or 
im:eragency groups, which will be chaired by the President! 
the hssistant to the President for Economic Policy or a 
Couneil member designated by the President (or by 
appropriate designees of "the foregoing pe::eonSt. 

The secretary of the Treasury will continue to be 
the !;overrunent' s senior economic official and the 
President1s chief economic spokesman. The Director of the 
Office of Management and Budget will continue to be the 
government 1 s senior budget official. 

Responsibilities of the Council 

The Council will h~ve ~esponsibility for 
coordinating advice to the President on overall economic 
strategy, including both domestic and international economic 
policies. 

The Council will assist the President in setting 
goals and objectives for economic policy, ensuring that 
individual programs or policies fit within the overall 
economic strategy, and monitoring efforts to carry out and 

. implement the President's economic agenda. 1'he Council will 
coordinate the establish.'11ent of interagency subcommittees. 
task forces or groups to address a variety of economic 
policy matters. including broad p~blic policy issues 
affecting the economy (~, trade and export policy, 



defense-conversion policy, infrastructure policy and 
research and commercial technology policy) . 

The Council's responsibilities will include 
coordinating advice to the Preside:1t ar:d coo:!:"dinating policy 
decisions on the development of all aspects of the dOlnestic 
economic recovery program, including job development 
strategy. inflation and deficit reduction strategy, 
investment programs, tax policy and industrial 
competitiveness strategies. They should also include such 
international economic issues as trade, international 
monetary and financial policy. 

The CounC'il~s functions will not include the 
following: operating and administrative responsibilities; 
~he developIrJ?nt and implerr,entation of regulations (altho"Jgh 
che Council may from time to time iniciate regulatory 
proposals); and follow-up on second level legislative 
initiatives not having a significant effect on the 
President's economic agenda. In addition, the Council of 
Econcmic Advisors will continue its traditional function of 
providing indeper:.dent economic advice 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 government. 

The fundamental responsibility for developrr,ent of 
policy initiatives and implementation of policy once the 
President has set the course will rest with the departments 
and agencies (e.g .• Treasury on tax matters, OMB on budget 
matters and the USTR with respect to the coordination and 
development of trade policies}, with the Council providi~9 
coordination as needed. This mear:s, in particular, 
monitoring progress on decisions already made and taking 
stepf.! to ensure that 1?residential decisions 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 council's activities. 

Assistant to the President for Economic gQlic~ 

The council's activities will be coordinated by 
the Assistant to the President for Economic Policy, who 
will have rank and responsibility on a par with the 
Assistant to the President for National Security and the 
Assistant 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 
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coordinator and honest broker frarrdng policy options fairly 
for the President. ~ 

In each area of economic policy, the Assistant to 
the President for Economic Policy is expected to perform the 
fol:owing functions; 

L To preside over Council meetings in the 
absence of the Pres i dent; 

2. 1'0 assemble recommendations and inforrrtation 
from appropriate departments; 

3. To direct the activities of the Council, 
including st:bcommittees r t.ask forces and interagency groups i 

4. To prepare agendas for Council meetings; 

5. To draft decision memoranda for the 
President; 

6. To participate with OMB in the review of 
significant regulations affecting overall ecoDomic stra::egy. 
with the CEA fulfilling its traditional role in this regard, 

7. To participate with OMB in the review of 
legislative proposals and enacted bills which have a 
significant impact on the President's economic agenda, with 
the CEA fulfilling its traditional role in this regard; 

8: To provide indepe;:dent, object.ive evaluations 
of policy options; 

9. To provide to the 1J!:esident, as requested, 
the Assistant's own views of the polic:'es under discussion , 
free of the particular orientation cf individual departments 
or agencies; and 

10. To assist the President in reaching out and 
consulting with public and private sector groups, domestic 
and international, on economic issues and the President:'s 
economic agenda. 

~XfLtion of the Council 

On the president's overall economic strategy, the 
NEels functions will be performed by the full Council. On 
individual issues, these functions will either be performed 
by the full CO<lncil Or by working subcorri.ITlittees, task forces 
or interagency groups. The Council will coordinate efforts 
to develop policies and to implement the President's 
decisions on economic strategy. 
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On individual policy projects. the Council will 
generally function by responding to proposals from or 
soliciting proposals from the appropriate department or 
agency. for example, Treasury on tax matters. The Council 
staff will review the proposal, circulate it to other 
appropriate agencies for comment, and convene ad hoc groups 
or me(~tings of certain Council members to discuss the 
proposal before preparing a decision memorandum for the 
Presider:t. Decision me:noranda will be circulated to 
apprcpriate departments for comment prior to submission to 
the President, and will in all cases fairly trans:nit the 
reco~~endations and issues of the department with an 
inten~st in the project. 

The Council should generally have a regular weekly 
meeting. Outside experts may be invited to participate on 
part.icular agenda items. In formulating a recommendation to 
the President, or when a decision needs to be made, the 
relevant members with an interest in the matter will meet 
either in person or by telephone to deal with the matte~. 

The Council's staff should be adequate to fulfill 
its mission. It should include persons with a background in 
federal budget, capital markets. international economic 
policy, tax and fiscal policies, trade, and economic 
regulation. Staff members should combine substantive'~nd 
analytic ability with communication skills and political 
sensitivity. Technical macroeconomic and mic:::"oeconomic 
ar.alysis 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 staff, 
including congressional relations. legal counsel, and 
communications. 

In addition, the CouncillS staff should monitor 
implementation sufficiently to assure that the Presidentts 
agenda is achieved. 

To emphaSize both the reality and the perception 
of the significance of economic issues on the Presidentts 
agenda, the regular morning intelligence briefing schedule 
should include, whether as a single session with both the 
Assistant for Economic Policy and the Assistant for National 
Security or as a separate session with the Assistant for 
Economic Policy, a briefing on economic developments. The 
order or length of the briefing can vary, depending on the 
specific issues occupying the president'S attention and 
developments around the world at the time. The Assistant 
for Economic policy should receive full access to 
intelligence briefings on economic matters from Treasury, 
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Co:nmerce. State and the CIA and have full access to foreign 
cables on economic issues. 

To make the new process work effectively, the 
Assistant to the President for Economic Policy should 
generally participate or be represented in meetings the 
President has with members of the Cabinet or agency heads on 
ecor::omic issuesj and proposals or initiatives trom the 

. departments and agencies or:. economic matters should be 
directed to the President through .the Council. 

Similarly, to ~ke the new process work 
effect:ively, White House staff preparation fot" and 
participation in meetings with foreign leaders on eeoc.ornic 
issues should generally include the Ass tant for Eeor-ornie 
Policy as well as the Assistant for National Sect~rity, with 
the relative responsibility 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 Security CO:J.ncil on a regular basis, with liaiso::. 
procedures established to ensure consultatior: and 
infon~ation flew on matters affecting overall econo~ic 
stratc~gy. The Assistant to the President fo:::: Econcr:1ic 
Policy should have respo~s~bility for coordicating 
prepar:ation for Presidential briefings on economic pclicy; 
and, along with the Assistant to the President for 
Communication, the Assistant for Economic: Policy should have 
responsibility for coordinating preparation of Presidential 
statements relating to economic policy. 

Relationship with other Assistants to the Presid~Jlt 

The Assistant \'<1i11 have to establ effective 
working relat.ionships with other ser:.ior White House staff, 
including particularly the Chief of Staff, the Assistant to 
the President for Jliatio::J.al Security and the Assistant to the 
Presiden:: for Domestic policy. " There will inevitably be 
overlapping jurisdictio::1 and uncertain bounda:::ies among the 
three principal policy Assistants. At the boundaries, 
jurisdiction should be worked out on a practical basis, 
depending on such facto:!:'s as the particular interest of the 
Assis,tant. the capacity and qualifications of his staff, and 
the departments most directly involved in the issue. 
Subject to these guidelines, the three policy Assistants 
shou1d attempt to agree on the allocation of jurisdiction 
and pJ;ocedures for. working together, subj ect to review and 
resolution of any differences by the Chief of Staff. 
Certain principles, however, should be establi.shed in 
advance; 

5 

http:Jliatio::J.al


·" 


o 	 The strategic decision to include a particular 
initiative in the President's economic agenda, and 
its scope and cost -- for example, the amount of 
infrastructure spending or trai~ing and education 
investment or the bUdgetary impact of health care 
reform -- should be within the purview of the 
National Economic Council, while the content, 
follow up and specific design of the initiative 
would fall under the Domestic Policy Council. 

• 	 International eccnomic policies which bear on 
economic prosped:::y and global economic 
coordination will be the responsibility of the 
National Economic Council. As a result, White 
House preparation for international meetings on 
economic policy such as an economic summit of 
industrial nations or economic agenda items for 
other bilateral or multilateral meetings will be 
coordinated jointly by the National Economic 
Council and the National Security Council. The 
role of the departments on international meetings 
will remain with State and Treasury, as 
appropriate to the agenda. 
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 (b) The Coune!I ,hall have • staff to he 

ments and agencies as the President may. besdnd by the Assistant to the President for
from time to time. designate. .' Economle Policy, The Coune!I shaD have 
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tho Councd .. the Council ""'Y requen. 10 
the extent pennltted by law. 

WIlliamJ. ClInton 
The While House. 
January25.1993. 

(FUod willi the Office of the FodeBl lI~r. ' 
2;)1 p.m.• /anuazy 1'.5, I993J 

N""" Thlt E=utive onler .... pebllshed In the 
FedcralllegU.er 00 /an""Y 27. . 
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THe: WHITE: HOUSE: 


WASHINGTON 


March 24, 1993 

PRESIDENTIAL DECISION DIRECTIVE/NEC~2 

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 TRANSPORTATrON 
THE SECRETARY OF ENERGY 
THE ADMINISTRATOR OF THE ENVIRONMENTAL PROTECTION 

AGENCY 
THE CHAIR OF THE COUNCIL OF ECONOMIC ADVISORS 
THE DIRECTOR OF THE OFFICE OF MANAGEMENT AND 

BUDGET 
THE UNITED STATES TRADE REPRESENTATIVE 
THE ASSISTANT TO THE PRESIDENT FOR ECONOMIC POLICY 
THE ASsrSTANT TO THE PRESIDENT FOR DOMESTIC POLICY 
THE NATIONAL SECURITY ADVISER 
THE ASSISTANT TO THE PRESIDENT FOR SCIENCE AND 

TECHNOLOGY POLICY 

SUBJECT: Organization qf the National Economic Council 

To assist me in carrying out my r~sponsibilities in the araa of 
the national economy, I hereby direct that the National Economic 
Council system be organized as follows. 

l\. The Natiqnal. Econom-ic Council (NEe} 

The National EconomiC Council will be the principal forum 
for consideration of economic policy issues requiring 
Presidential determination. The re~ponsibility, functions, and 
membership of the NEe shall be as set forth in Executive Order 
12835 and this Presidential Decision Directive. The NEe shall 
(1) advise and assist me in integrating all aspects of national 
economic· pOlicy -- macro-economics, m~cro-economics, domestic, 
international and sectoral (in conjunction 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 policy advice to the 
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President; {4} ensure that economic policy decisions and programs 
are consistent with the President's stated goals, and ensure that 
those goals are being effectively pursued; and (5) monitor 
implementation of the President's economic policy agenda. The 
Assistant to the President for Economic Policy may take such 
actions as may be necessary or appropriate to implement these 
responsibilities~ As provided in Executive Order 12835, (1) the 
Council may function through established or ad hoc committees~ 
task forces or interagency groups. (2) The Council shall have a 
staff to be headed by the Assistant to the President for Economic 
Policy. The Council shall have such a staff and other assistance 
as may be necessary to oarry 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 Council as the Council may request, to the extent 
permitted by law. Along with its subordinate committees, the NEe 
shall be my principal means for coordinating Executive 
departments and agencies in the development and implementation of 
national security policy. 

The NEe shall have as its members the President # 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 Hous1ng and Urban 
Development. the Secretary of Transportation. the Sacretary of 
Energy, the Administrator of the Environmental Protect1on Agency~ 
the Chair of the Council of Economic Advisors, the Director of 
the Office of Management and Budget, the United· State Trade 
Representative~ the Assistant to the President for Economic 
Policy~ the Assistant to the President for Domestic policy, the 
National Security Adviser, and the Assistant to the President for 
Science and Technology Policy. The heads of other Executive 
departments and agencies and other senior officials shall be 
invited to attend meetings of the NEe where appropriate. 

The NEe sha11 meet as required. The Assistant to the 

president for Economic Policy, at my direction and, when 

appropriate, in consultation with the Secretary of the Treasury, 

the Director of OMS, and the Assistant to the President for 

National Security Affairs, shall be responsible for determining 

the agenda and ensuring that the necessary papers are prepared. 

Other members of the NEe may propose items for inclusion on the 

agenda. The Assistant to the President shall be assisted by a 

National Economic Council staff. 


B. The NEC Principals Committee (ECONl) 

An ~EC principals Committee is established as the senior 
interagency forum for the consideration and integration of policy 
issues importantly effecting the national economy. The NEe 
Principals Committee shall review, coordinate, and monitor the 
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development and implementation of national econom~c policy. The 
NEe/PC should be a flexible instrument -- a forum available for 
Cabinet-le,vel officials to meet to discuss and resolve issues not 
requiring the president's participation4 The Assistant to the 
President for Economic Policy will serve as chair of the NEe 
Principals Committee. The ASsistant to the President for 
National Security Affairs shall be informed of meetings and 
invited to attend all those with international economic and 
international seour!ty implications and considerations", 

The NEe Principals Committee shall have as its members the 
Secretary of the Treasury; the Director o~ the Office of 
Management and Budget; the Chairman of the Council of Economic 
Advisers; the Secretary of Commerce; and the Secretary of Labor; 
and the Assistant to the President for National Security Affairs 
as appropriate~ Other heads of departments or agencies shall be 
invited as needed. 

The Assistant to the PreSident for National Economic Policy 
shall be responsible -- in consultation with the Secretary of 
Treasury and Director of OMS, and, when appropriate, the 
Assistant to the President 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 NEkJ?eputies ..~.Qmmittee (ECON2t 

An NEC Deputies Committee shall serve as the senior sub
Cabinet interagency forum for conSideration of policy issues 
affecting the national economy. The NEC Deputies Committee shall 
review and monitor the work of the NEC interagency process 
(Including Interagency Working Groups established pursuant to 
Section D below). The Oeputies Committee also shall focus 
significant attention on policy implementation. Periodic reviews 
of the Administration's major economic 'initiatives shall be 
scheduled to ensure that they are being implemented in a timely 
and effective manner. Also, these reviews should periodically 
consider whether existing policy directives should be revamped or 
rescinded. ' 

The N£C Deputies Committee shall have as its members the 
Deputy Assistant to the President for Economic policy (who will 
serve as the chairman) and the appropriate 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 Deputy Assistant to the President for 
Economic Policy. The Deputy Assistant to the President for 
National security Affairs shall be a member of the NEe Deputies 
Committee and attend meetings as needed. The Deputy Assistant to 
the President for Economic Policy may invite representatives of 
other Executive departments and agencies, and other senior 
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officials~ to attend meet~ngs of the NEe Deputies Committee where 
appropriate in light of the issues to be discussed. 

The Oeputy Assistant to the President for EconomiC Policy 
shal~ be responsible for calling meetings of the NEe Deputies 
Committee~ for determining the agenda, and for ensuring that the 
necessary papers are prepared. The NEC Deputies Committee shall 
ensure that all papers to be discussed by the NEe or the NEe . 
Principals Committee fully analyze the issues~ fairly and 
adequately set aut the facts, consider full range of views and 
options, and satisfactorily assess the prospects, risks, and 
implicaticlns of' e.ach. The NEe Deputies Committee may task the 
interagenc:y groups established pursuant to Section D of this 
Presidential Decision Directive~ 

o. Interagency Working Groups (ECON3) 

A system of Interagency Working Groups -- some permanent, 

others -- ad hoc -- is hereby authorized~~ The NEe Interagency 

Working Groups shall be established at the direction of the 

Deputies Committee~ which shall also determine the chair of the 

NEC Interagency Working Groups -- either departmental or NSC, 


·NEC. or ope. 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 policy areas. Strict guidelines shall be 
established governing the operation of the Interagency Working 
Groups, including participants~ decision-making path and time 
frame~ The number of these working groups' shall be kept to the 
minimum needed to promote an effective NEe system. 
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lHE PRESIDEi'll HAS SEEN 1"0 

THE WHITE MOUSE 

WASHINGTON 7 AI: I! 
December 2~~11IF2 

MEMORANDUM I'OR~IDENT 
FROM: ROBERT E. RUBIN/~7' ;," 

SUBJECT: Year-Elld TboUlbIs on 1M NEe 

The NEe, established by you as a major institutional iMoyation in government process, has 
now been functioning for a little over a year, beginning witb Ibe first announced appointments 
in Little Rock. and this memo shares a few year-end thoughts with you. (Someone familiar 
with post Wbite Houses told me lhal lho NEC has lasted looger Iban either of the two 
previous effort& Co provide similar White House coordination of economic policymaking.) 

As would be sensible for any new enterprise. we arc taking stock at the end of the year to sec 
what we have don~ well, wbat we have done: I~ well, what we can do differently and what 
Our >Benda should be for 1994. ThaI effort will be collducted by the core Cabinet and While 
House mcrobers of the NEe. key NEe staff, and White House political and communications 
people, in I se:rita of meetings. Hopefully. this process will encourage us to think crcadvely 
about OUt initIatives and the best way to pursue your overall economic agenda. 

The early part of the NEe's first year was spent establishing ourselves institutionally and 
"-~ carrying OUI your mandates to coordinate economic policy decision-making and to provide 


4.. proper weight to economic considerations in areas that traditionally have uruierweightcd 


~~ .",economic impacts. FortunatelYf from the very beginning. the NEe and the NSC have had an 

excellent working relationship. so that the merging of economic: and foreign poUcy 
considerations has gone extremely well. ~jmjlil~' whik tt. NEe '91 tis ~pc hays bad 
fewer maltelS of joint concern, thaI relationship as also worked well. As the year 
p!OgJt$Std, the NEC and the OEP and EPA began developing a belter working relalionship, 
and I think that tbese n:lJ!tionships are now positioned to provide a balanced approach to 
decisi011-makin& in tbese "",as, e.g., sup"r{un<i. 

At abOut the middle of the. year, the NEe began to include the political and communications 
people on 8 regular basis. giving us a fully rounded approacb to our issues and enabling the 
NEe to serve as a. forum for political and communic.aJions diSC1Jssion of economic poJicy 
matters. 1be integration of economic, political and communicafions perspectives will 

inuc to be heavily emphasized, going forward. 
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Looking ahead, now that the n::latlonships with Cabinet agencies and other White House 
policy <OW1cil> and the polilic:al 8IId communicado.. people bav. beeD well developed, • 
major eban•••• I> to malnlaiD Ih. effectivco<ss of ,hese relationships. ThaI, in largo 
moos.".., i" dependent 011 all concerned fo.ling lbal lho NEe, Ihough imperfect like all 'hings 
in lifc, iI a better model fOt conducting economic policy developmenf than the other possible 
models, o.g., In'ornal warfare, aU agoncios reponing di"'ctly 10 you, dominance by "no, ' . 
agency. or coordinalion Ihrough one agency rather than the White House (often tried but 
never very successfully). 

To proyjde • hotter ptOCCS$ fa, ou, mcmbe.. and for decision-making, Ihe NEe funed" .. in 
accordance wilh the following principles, 

a) 	 inclusion of all appmpriatc members wirh respeCt to each matter being considered; 

b) 	 fujI and fair mflection of aU views in decision-making and, when decisJons are 
rderred to you. in all memos and meetings; 

c) 	 .fficiency, 10 lho extenl possible, given ,ho brcad!h of panicipalion (thus, Ihe NEe 
operates entirely through irs relevant small eott of most involved members or through 
groups ",lov8ll1 ,,, ,h. mOllo, .. band, ratho, lban as • &Ommin.. of ,he Whole, and 
,,,,,,,,ally opt'.'" wilh """,fully dev<loped mccdng agendas); and 

d) 	 creativity, botb with respect to particuJaz- issues and more general bnlinstormill8. 

In addition 10 honor process produeing stmnger decision-making Ihrough consideration of all 
relevani economic: and political input, helter process should result in all agencies supporting 
whatever is agreed upon and sbould result in proper weighting of economic considerations in 
wbat bay. tradl,lonaIly been thought of as non-economic areas. Samples abound of 
PrcaldeDI$ who made poor deelslons through unbalanced 0, one-sided input (Rcapn's 
iporlng of the deficil, or Bush', blind optimism ",gcrding ,ho economy), and of 
AdmJnlstrntlODS where agencies went their separate ways, despite a policy decision. 

Al~ the NECs effectiveness depends On both the perception and the reality of being the 
mccba:nism you use for dealing; with economic issuc:s, which has worked well during 1993, 

To, a>ncludc. t believe it is crilical that, in our public discussions with respect to economic 
mattc~ you and aU of us continue to stress that you have had D broad, comprehensive 

" leconomic straIogy from lhe very beginning. di"'ctnd al botb Ihe ,hort-Ieno and tbe 
""'" loog-tcrm, and lhat all fou, years of your fI",' term will be spon' implementing the variou, 
~compoocnl$ of !hat.stralegy. Your Seattle speech did 'hi' exceedingly well. 
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Hopefully, witb ",petition, the m....ge that you have • broad, many-faceted CCOllOJlIic 
<mllegy will take bold in tbe media and in the public mind, with the followiog effC(t$: 

I) 	 creating greater O!lIIfidence about hoth tbe short-term and the long-term becau... 
people believe you undelStand the problems and have a plan for dealing with them; .. 

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

3) 	 tying together various measures that might otherwise be viewed as unconnected. such 
as GATT. displaced worker programs and deficit reduction, . 

On a final note, tbe NEe will have ups and downs. like anything cis<, but we feel that it has 
worked well and grown in 1993 and recognize that continued effectiveness wiU require 
vigorous atte::otion to the. needs of the process, as well as to the substantive issues, 



THE WHITE HOUSE 

WASHINGTON 

November 30, 1994 

MEMORAc'lDUM FOR BOB RUBIN & BO CUlTER 

FROM: Peter YUl 
SUBJECf: Attached Memorandum 

A number of NEe staff have bccn discussing the future of the NEC. As part of those 
discussions, I prepared the attached memorandum, I thought you might find it of interest. 

Thanks. 
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'DiE NATIONAl. EcONOMIC emmett,; A MID TERM ASSESSMEl:lI 

Like any "agile" oxganization, the National &onomic 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 NEe over the 
Administration's frrs! 'two yeatS; the second discusses major changes in the political) institutional, 
and policy environment and how the NEes role might change in response. The tbinl section 
identifies several actions the NEC might consider, 

I. 	 l1lOKltlG BACK: SEYE!! Ror ES OF TIlE NEC 

One can distinguish among seven functions the NEe staff' have played during the 
Administration'. nrst two years. These roles are obviously nol mutually·exclusive; indeed, every 
NEC activity involves more than one of these functions. 

. 	 . 
(1) 	 InteragenCJI ManagC'l--This is the NECs Ilhoncst broker'" role. by which it convenes, 

facilitates, and referees the decisional process. 'Tbere are dozens of examples of this 
function: such as Japan negotiations, disaster insurance, and intellectual property issues. 

(2) 	 Policy ~loptnerll (including relevant legislative liaison actiyityl-The NEC has 
assumed the lead on certain PresidenHal initiatives. such as CDAs. infrastructure 
investment, and urban policy. ' 

(3) 	 £alicy lmplementation--On certain Presidential priorities. tp.e NEC has played a critical 
role in implementation. including influencing authorizations and appropriations. Defense 
reinv<.slment and EVECs are examples of this function. . . 
lh....:!.&anomic Eerspectiyetll--In many areas, the NEC has emphasized the "economic 
perspoctive' on issues. Here, China's MFN st.tus, regulatory issues (such as risk and 
cost-benefit), and agricultural policy are examples. 

(5) 	 Qu.fi:.each and Liairon to __ dtttl1miness Community & Others--On many issucs. the NEe 
serves as a contact point for the business community. environmental interestS, and others. 
NAFTA, GAIT, Nil, and the electronics/telecommunications industries illustrate this well. 

(6) 	 Facilitation ojPrivare Parry Negatiatiam:--Building on its "honest broker"'capacity and 
its White House reputation, the NEC has facilitated negotiations among private parties. 
The Supenund-insurancc negotiations and Car Talk are good examples of this dynamic. 

(7) 	 SJroI<;gic Planning-At limes, the NEC has applied its resources to broader proje<:lS 
concerning .the future of the economy, The, workforce and strdcturnl tTansformation 
groups are examples. of this activity, 

Over the fust two years of the Administration, the NEC has evolved very quickly and bas 
functioned remarkably well. The dramatic mid-year chru;iges. however, fe,quire a critical ' 
reexamination of the NECs role and functioning. 

IThis discussion does not include Bob's, Bo's, or Gene's roles as individual advisers to the, 
President, 
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lOOKING AROUND: Hpw llnNGS ARE CHANGING 

Changes in the political environmenf. the "poHcy agenda, and tbe institutional enviromnent 
challenge the NEC to reconsider its roles and funetions for the next two yeam. 

In general, the third and fourth yeam of most Presidential tim terms have heen de<licatcd 
to policy implementation and reelection--not to policy development, the activity to whlch a 
majority of NEC staff time bas heen dedicated. Moreover, the Republican's control of Congress 
and their ·Contract" provide them with extra influeoo: over the policy agenda. Accordingly, the . 
Administration's efforis will likely be more reactive than they were during the first two yerus. 

In add;tinn, with one .""'ption, the current Administration agenda does not suggest a 
central role for the NEC. The current agenda ineludes: health care refonn; welfare refonn, the 
budget proces<, and political and governmental reform. While DPC and NEC are collaborating .. 
on healtIi calC ,efollD, welfare reform is DPC-centric; the budget is OMB-eentrie, and. 
govcrnmenlal reform is OVP-centric. 

There 	 is, of. cou=, no reason why the NEC f1lJLSt play a central role: agency 
aggrandizement has never served Presidents well. . Rather the point is that the coincidence of 
these changes requires a reexamination of the NECs roles, Of the seven roles outlined above, 
..veral will likely he less relevant in the coming years; for example: . . 

• 	 The lIinteragency manager" and "policy development" functions will be ItS'> significant 
~use of the emphasis on imptemcntation and the Republican agenda. 

• 	 The "strategic planning" function wiU likely he overshadowed by a shorter-term focus 
on reelection~ < 

•. The "economic perspective" function will be less prominent but more refined. TheNBC 
will need to distinguish rational regulation from reactionary deregulation, clarifying how 

. the Administration and the Republican Congress differ on some of tbese.issues. 
• 	 The "liaison" funetion will he transformed. For the first rew months, business and other 

. group" will coun the new Congress; the NEC will need to he more proactive in.. its .. 
outreach. 

In reconsidering the NEes role, one might ask: what are the NEC~ sirengths? where. 
are opportunities for 'he NEC best to serve the President? Four possibilities include: 

~c.'s role in the budget and governmcnt.-ce/arm actiVitv. TIlis is where 
much of the NECs substantive expertise lies: in creative polieymaking in a constrained 
environment, Expanding the NECs role will require significant effort) h~ver. and may 
require some reform of internal NEC operations. 

; . 	lkYelo~t) Hn;chcs"· oolicy initiatives ill which the NEC can play a central cale. Fast 
track and product liability reform may be examples of such niches. The NBC should. 
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identify other priorities not addressed in the existing processes and establish policy 
processes for these. 

• 	 Proyide Ralicy suppou fac. con.gres£Wnai Democrats. Both· because of redu~ 
congressional staffs and because the Administration may wish congressional Democrats 
to carry some of the more negative messages, this may emerge as a critical NEe role. 
Currently, however, tbe NEC lacks the capacity (i.e., strong contacts with Members,' . 
war-room like capacity 10 combine policy and communications. and management-and
control mechanisms) to do tills effectively. 

• 	 SJand ready to facilitate negmiatians. There is sOme Possibility that the new Congress 
will ·itself encounter gridlock as some interests pgsh too bani and otbets refuse to 
compromise. If !he NEC stands ready to facilitate negotiations in these circumstances, . 
it could playa critical role in breaking that gridlock. To do Ibis, the NEC would need 
to develop relationships with key Republicans. 

. III. Lo.oKlNO ABllAu: WHxJ: TIlE NEe MUST DolO ADAPT 

Obviously, the foregoing list is merely suggestive. But tbe point should be clear: !he 
NEC should take a hard look at itself and its environment and reconsider its roles for the next 
two years. Several next steps an::: possible; these include: 

.' 	 1kl!eitJp an NEG policy agenda.that,fits within the Administratian~ overallagendn. M 
suggested above, the NEC should identify 5-10 issues on willch it will take the lead. 
This will minimize duplication and maximize the clarity of the NEC. objectives. 

'.; ilJJprove jnternal NEe communications. Staff, arc, at times, disconnected from the 
principals/deputies process. Beuer communications is essential in the new envi:ronmc11t. 

•. 	 io:IlH:fll!e ties with Legislative Affair:;. Nothing less than a full-scale overbeul 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. . 

• 	 . iJJJiJ1Lties wjth key cortr:ress!onal staff. With the approval and assistance of Legislative 
Affairs, NEC staff should develop direct contact witb key congressional staff to minimize.· 
response time. ' 

• ' 1t11Jll12l'.J! ties with Communications. If war-f(~m type responses are needed, NEe staff- ' 
will need 10 work far more closely with Communications staff. As witb Legislative' 
Affairs. common goals ~d a common agenda are n~ to achieve chis. 

• 	 Improve ties with alP. NSe. OMB.. There remain gaps in communication and apparent 
tapses of trust between these offices and tbe NEC. This needs to be corrected. . 

O.osINQ RE.~KS 

This paper does not offer conclusions. It is designed primarily to provoke thoughtful 
..' reconsideration of the NECs roles and functions as the Administration enters its third year. 
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Missioo And Outreach 

The NEC plays five basic roles: E.irsJ;, as coordinator of economic policymaking, the NEC 
organizes and leads interagency grollps to develop economic policy options for the President on both 
domestic and international issues, It also brings together policy and political considerations affecting 
specific issues. The NEe plays this coordinating tole 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-Iapan 
Economic Framework:. The NEC works to assure full representation of aU relevant agency views and 
rigorous economic analysis of all policy options. The NEe works to develop interagency oonsensus to 
limit the issuer. that must be passed onto the President for decision. 

Second, the NEC is the Pre.'1:ident's advocate for his economic goals within the interagency 
polieymaking process. For example. in the annual budget formation and review process, the NEC 
seeks to identify and emphasize the President'S spending priorities within the budgetary submissions of 
individual agencies. lhird, although the NEC consciously esch~ws an operational role per se, it 
sometimes works with relevant operational ageru;:ies to make sure that the implementafion p'rocess. is 
working smoothly. For example, the NEC has worked closely with the State and Transportation 
Departments to develop and refine our positions in a number of international aviation negotiations, 
The NEC also consults with economic agencies on policies -- such as exchange rates -- which are not 
appropriate for normal interagency consideration. 

&:w.nI), the NEC also plays a major role in the development and coordination of the 
Administration's economic policy message. The NEe has developed a reputation for working with the 
agencies to 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 business, labor, 
environmental, consumer and other groups that seek a forum in which to ID:press their economic 
policy concerns to the Administration. Staff maintain channels to principal consitituents in their areas 
of responsjbility. while the National Economic Adv.isor and ber deputies meet frequently w.ith senior 
officials of these groups. 

DesCription of Key People and Tools 

The National Economic Advisor has overall responsibility for the missions described above. In. 
particular. she must assure that leey economic issues are anticipated. considered and presented to the 
President for his decision in an efficient fashion, Along with tbe Treasury Secretary and Chair of the 
CHA. she speaks for the Administration On economic policy. 

The two deputies are responsible for resolving isslIes among agencies, or preparing them for 
consideration by Principals or the President One deputy is: principally occupied for budget and rum~ 
regulatory domestic issues. the other with international and domestic regu1atory issues. 

The policy staff of about 16 is roughly divided among senior dircctorsispecial assistants to the 
President. directors, nnd researchers/analysts. They are responsible for preparing issues for 
DeputyIPrincipals consideration and overseeing Implementation of NBC or Presidemial decisions. 

Current NBC leadership would recommend using the opportunity created by vacancies and the 
inevitable trnnsition turnover to establish a more clearly defined two~tier policy staff, along the lines 
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of the CEA or the NSC. with a group of 6-7 special assistant/senior directors. supported by IO~12 
directors. 

Coordination and Overlap 

By ttieir nature. significant economic poltcy issues often overlap significantly with other 
important interests, As appropriate, the NEC coordinates with other units within the White House, 
Shared responsibility is warranted in many circumstances to ensure that aU relevant units and agencies 
have a voice in the policy process and to develop a comprehensive sel of options or recommendations. 

til general, such instances of shared responsibility and shared accountability have worked well 
as long as the lines of shared authority are well established and understood within the Administration 
at the QulSe[ of the policy development process. For example, the DPe and the NEC have jOintly Jed 
interagency policy making processes On education and training from the beginning of the first term, 
and have joinlly led the interagency health care process during the Jast two years. Other current 
examples of joint responstbility include the NBC's work with the DPC and OVP on urban economic 
issues, the CEQ on the global warmlng policy agenda. and with the OMB and the COS on the budget 
process, As to urban economies. better coordination with OVP would be usefuL 

In addition, from its inception the NEC has sha.red joint responsibility with the NSC on all 
international economic issues. Occasionally, the NEC~NSC joint coordination process has encountered 
some difficulties, in p.'1rt because of the difference in size and operating style.'l between the two 
organizations. We have not been as diligent as we should in maintaining coordination through reguiar 
weekly meetings between the NEC and NSC directors and their deputies, To avoid confusion. it 
would be helpful for you to confinn for"White House and agency officials that international economic 
policy mauers are jointly coordinated by the NEC and NSC. 

Communication and Meetings 

NEC meetings occur 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 NEe core principals {Treasury. CF.A, 
OMS, COmml!rce, Labor, USTR). Because of overlap with other meetings on specific issue areas and 
because of the demands of campaign travel schedules, the regular weekly meeting has not been 
scheduled in recent month'), It should be scheduled - at least for a time - once the new core NEC 
principals have been named, in order to inform them of ongoing NEC issues and to establish a 
collegial team process. In addition to the regular week.ly meetings of core NEC principals, there has 
been a weekly interagency deputies meeting on international economic issues. There are also regular 
international meetings at thc principal level led by the NBC. sometimes in conjunction with the NSC, 

. Both the regular international deputies and principals meetings should cQntiooe. Finally, the NEe 
either alone or in coJijunction with other White House units. organizes interagency groups as 
appropriate to deal with individual issue areas 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 briefings between the NBC 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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Bscallntegri& (Balancing the Budget mul Ltmg-1'erm Entitlement B.ejQrmJ And Maintaining Fair.n.e.Ls.. 
for The Twenty-First Century 

Another legacy for the President is that he inherited an economy with a $290 bililon deficit. 
and an unsustainable tong-term retirement system. The President turned the situation around by 
balancing the budget and pushing through long~term Medicare refonn and at least starting the process 
on Social Security. 

Lead a National CommUsion fa Relonn Education and Training and Provide Americans lYUh Toals 
For The Twenty-First CenJury 

A vital legacy should be that the President reformed. improved and expanded education and 
training opportunIty to meet the needs of an information economy_ A vital calJ for higher standards, 
literacy for all third grade students; technological Iitera,y for all 6tp grade students; at least two years 
of college for all Americans and a. new market--oriented training program -- would together consititute 
a vital reform agenda for education and training that would be a vital legacy. 

An important and achievable legacy for the President would be to establish clear U. S, 
international economic leadership in the global economy as we enter the twenty-first century, This 
entails (1) re-energizing our trade initiatives to develop more export opportunities, {2) shaping 
international cooperation in reJated areas such as financIal regulation and environmental protection, 
and (3) meeting our financial obligations in international economic institutions so as to maximize our 
influence in those organizations 

http:Fair.n.e.Ls
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TH E WHITE HOlJ5E 

WASHINGTON 

January 12, 1995 

ME:"10RANDUM FOR NEC POLlCY STAFF 

FROM: Peter YU\ 

SUBJECr, Attached 

Anached please find a revised draft of the "transition materials." Thank you very much 
for your thoughtful contributions:. 

Please provide to mel by c.-mail and by 6:00 pm, 1t'fonday~ January J6, any additional 
comments you might have, as well as a one-paragraph bio for Section VI, (For those who 
have led paliicularly interesting livcst run-On paragraphs will.bc tolerated. However, ho·mc 
movies of childhood accomplishments will not) 

Thanks. 
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L. DiE ~ATIONAL ECONOMIC CQUNCIL; A M.ll2-TER~ ASSESSMENT 

Like any "agile" organization! the National Economic Council needs to respond to the changing 
environment in which it operates, While adhering t? Its basic principles and functions, as 
discussed in Section 1 below, This paper offers thoughts on the function and future of the NEC. 
and proceeds in tl1fcC pariS. The first section reviews the functioning' of the NEe over the 
Administration's first two years; the second discusses major changes in the political, institutional, 
and policy environment and how the NECs role might change in response. The third section 
identifies several actions the NEe might consider. 

l.illlKlliG BACK; l:jINE ROLES OE "!lIE t:!EC 

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, every 
NEe activity involves mOTC than one of these functions. 

(J) 	 lntc.ragrmcy Mani1J:C,L--This is tbe NECs "honest broker" role, by which it convenes. 
organizes, facilitatcs, and referees 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 NEe staff playing th~ lead role in others~ such as certain trade issues, 
disaster inSUHlJ1CC, and intellectual property issues, 

(2) 	 &m{;$..121:J:J1.I=,,,,, (including reiel!tlnLkgisiatlw: liaiSQn aCiMoo--The NEC has 
assumed the lend On certain Presidential initiatives, such as CDFls, urban policy. the 
APEC meeting. and the Detroit jobs conference. 

(3) 	 f.a/if.:Y_hnplcmentation--On certain Presidential priorities, the NEe has played a critical 
role in implementation, including influencing authorizatiolt.-; and appropriations. Defense 
reinvestment and EZ/ECs are examples of this function. 

(4) 	 The "Economic. Eerspective"-"-In many areas, the NBC has emphasized the "economic 
perspective" on issues. Here, China's MFN status. regulatory issues (SUCh as risk and 
cost-benefit). and agricultural policy are examples. 

(5) 	 amr.each and Liaison.1o"the Business Communit): & Others -On many issues, the NEC 
Serves as a contact pOint for the business community, environmental interests, and others, 
NJ\FfA, GAIT, Nil, and the electronics/telecommunications industries illustrate this well, 

(6) 	 EnJ;;i1ill11.i.m1.JJf...lXmre:..Pam' N~QUQtialt£--Buildingon its "hOllC-'>t broker" capaCity and 
its White House reputation, the NEC has facilitated negotiations among priva1e parties. 
The Superfund-insurance ncgotinlions and Car Talk arc good examples of this dynamic. 

(7) 	 S{[lJrs:f.ii1:J~lfflmilJJ!--At limc."i, the NEe hus ,applied its resourc(;:.;:; to broucier projects 
concerni:1g the. fUI~lre of the economy. The workfurcc and structurnl transformation 
groups ;1IC e.x:lmplcs of this nclivity, as arc the CIA's long-term forecasting ac!lvitics. 

(8) 	 Mt:S.W';:!t:--The NEe has also played ~m important role in coordinating the development 
and implementation of the Administration'S ecollom~c message, 

(9) 	 iJtt{t~l:r{fHi.l!--Thr(\ugh()llt all of its ac;ivilics, !he NEe has integrated politics, 
cOllg,c~"~nna! COlleen!S, and mcssagl.", wilh policy, mId maintained ,I SC:)SC of teamwork 
:\:1(\ col!cgi;l;iiy a!l\ong the NEe members. 
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Over th~! first two years of the Administration, the NEC has evolved very quickly and has 
fUllctioned remarkably welL The dramatic mid-terril changes, however, require a critical 
reexamination of the NECs role and functioning. 

LooKING AROIIN!): How THlNGS ARE OiA!'1GING 

Changes in the poliiica\ environment, the policy agenda, and Ihe institutional environment 
Challenge the NEe to focus its roles and functions for the next two years. 

In general, the third and fourth years of most Prcs1dcnlial fi11lt terms have been dedicated 
to policy implcmcnt~tion and rcclcction--not to policy development, the activity to which a 
majority of NEe staff time has been dcdiC3tcd. Moreover, the Republican's ,control of Congress 
and their "Contract" provide them with extra influence Over the pollcy agenda, Accordingly. the· 
Administration's efforts will likely have a larger reactive aspect as well 'as an ongoing proactive 
dimension. 

Of the nine roles outlined above. several may he different in the coming years; for 
example: 

• 	 The "interagency manager" and I'policy development" functions could be less signJficant 
because of the emphasis on implementation ·and the Republican agenda. 

• 	 The "S.tI1ll,cgic planning" function could be overshadowed by a shorter-term focus on 
reelection, 

• 	 The "economic perspective" funClion will, at least, be as prominent. For example, the 
NEC will need 10 distinguish rational rcfonn of regulation from reactionary deregulation, 
clarifying how the Administration and the Congress differ on some of these issues. 

'. 	 The "liaison" function will be 'Of heightened importance. For the first few months, 
business and other groups will court the new Congress; the NEC will need to be more 
proactive in its outreach. 

In considering the NECs role, one might ask: what are the NEe's strengths? where ure 
opporturdrie!i for the NEe best to scn'e the President? four possibilities inciude: 

• 	 MllximizJUh<:..JYEC.''s role in (be budget otld gawrnmenf.=.l1;jQan acrivity. This is where 
much of the NECs substantive expertise lic.';;: in creative policymaking in a constrained 
environment This will require effcctlv~ integration with OVP, OMB, and others. 

• 	 Ilc.l'.dQP-..Jtidrcs"--paik)umliari1!cs in which (he Il'£{.,' carLJli.a>LfI cerural role. fast 
tmck rind product liabilil), reform m,'l)' be examples of such niches. The NEe should 
identify Olbcr priorities not currently addressed and C!lt:lblish policy processes for lhese, 

• 	 J!.rm:klfLIlJ.di£):..J1tflllQL( [or cQnRressiQ/lai DCmfK[{~ Both because of reduced 
congressional starfs and bc:::ausc the Administral}OIl may wlsh congrcs.sional DcnlOcra1~ 
1ft, carry some or the mO;'c negative 11lcssagcs~ this !litl)' emerge ,IS it critical NEe role. 
'[11;11 will lequire determining how best to work with Legislative Aff'lirs ;;llld may require 
mOle cifo!l al integrating wilh COJlHlHmicalions. 
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• 	 Ca!tr..dil1ote.,interagency Jocus WI regulatory reform. 111crc will be efforts led by olher 
'agencies bUI that would benefit from the NEe staffs contribution or from White House 
involvement. Examples of this includc financial regulatory rciorm, policy toward 
derivatives, and issues conccrning Washington; D.C. 

LllilKlllll.hHfAll: WHAT TIlE NEC MUS! J)p m AOAIT 

Obviously, the foregoing list is merely suggestive. But the point should be clear: the 
NEe should take a hard look at itself and its environmcnt and consider its roles for the next two 
years, Several next steps arc possible; theSe include: 

• 	 Develop an NEe policy agenda thal !iLUlitlult the. Admini£1laJioo/s overall agenda~ As 
suggc.<;tcd above, the NEC should identify 5-10 issues on which it will take the lead. 
TIlis will minimize duplication and maximize the clarity of the NECs objectives. 

• 	 /mpr0!JWn11311aL.NEC communications. Staff are, at times, disconnected from the 
principals/~cputics process, Better communicaiions is essential in the new environment. 

• 	 Jmpro.l'Iuies with Legislative Affairs. Nothing less than it full-scale overhaul 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. 

• 	 B1li1I1.1ies. wirh key cQJtgressjQua/ sta.f/. With the assistance of Legislative Affairs. NEC 
staff should develOp direct contact with key congressional staff to reduce response time, 

• 	 lmprove ties. wjtb...cnmmunications. If war-room type responses arc needed, NEC staff 
will need to work fa.r m~re closely with Communications staff. As with Legislative 
Affairs, common goals and 3 common agenda are necessary to achieve this. 

• 	 Improye tics with Gve. NS£;, OMB. There remain gaps in communication and apparent 
lapses nf comfort between these offices and the NEC. Thi~ needs to be corrected. 
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II. DiE NEG..Aaf,J;DAJ:!lR 1225 96 

l2i'Cryiru:... During the past two years, the Administration has begun to lay Ihe foundation for it 

mo·rc free and open international economic system through, for example, passage of NAFfA and 
the Uruguay Round. During the next two years, we will work (0 (l) secure fast trdck authority 
to pursue furthJ;r trade liberalizing initiatives. (2) build economic institutions for the future, and 
(3) cullivatc a conslitucncy in favor of free trade. 

• 	 Secure fasLTrack Authci:it~: To pursue a number of likely trade initiatives, including 
those arising out of ihe APEC and SUqlmit of Americas proccss1 the Administration wlli 
require fast-track authority. This will require ~he Administration to lay oul its future 
trade agenda. as well as address the link between trade and labor and environmental 
issucs, The fast track bill will probably become a larger trade bill to include provisions 
on a range of trade is."luCS (e,g., dumping by economics-in-transition). We must reach 
an internal agreement on the coalition necessary to secure fast track and, consequently, 
our position on these issues. ~ 

• 	 U,S.-Japan Hclaljons:: The Administration hns built a reputation for being tough with 
Ja~pan, and getting results, without rcsorting to Japan bashing, In Ihc next two years, we 
will focus on additional Framework issues and other. good individual ca."'lCS (e.g., cellular 
telephones) through which we can make tangible progress in opcning markets, 

• 	 Halifax/International financial JnstilutjQus: In preparation for the G-7 meeting in Halifax 
in June, we win complete a review of major internationa1 economic i~stitutions and make 
recommendations for lhcir reform. With regard to international financial institutions, we 
hope to address the need for furtber debt relief, a special allocation of Special Drawing 
Rights (SDR) in the IMF, and the replenishment of the Intcmationat Development 
Association -- the World Bank·s soft loan window. 

• 	 l.akru1~&liilmi &lIow-Up:: By the 1995 APEC Leaders' meeting in Osaka, we hope 10 
complete work On lhe blueprint for achievillg frcc and open tmdc in the Asia Pacific. We 
wil! work with the Japancse~ who will chair this process j to produce a specific timetable 
and work plan. To follow up On the Summit of Americas, we hope to lay the 
groundwork for free trnde with L.atin American countries. In the· sh~)rt-rull. this coulu 
involve preliminary consultatiolls with the Chllcans regarding a free Irade ugrccmcnL 

• 	 ~: As thc wro comes into bClng, we will work 10 develop its agenda, including 
unrcsolvC{! Uruguay Round isslIes, new h;;.mes. (c..g" lahor. environment, cou1pctilion), and 
the <t,,;cssioll of new mcmbers (c.g., China, Taiwan. Russia). 

• 	 .c~11\h:Hting.-1LEn~c....Tr~dc~mJit~tcnc;:: It wil! be import:lIll to demonslrate iradc's 
signiriGllll economic role, in order (0 strengthen public support fo! further trade 
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liberalizing initiatives, In part, this is an issue of domestic education, training, and 
reemployment policy, However. we also must (1) make a stronger effort to 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 0) 
eliminate remaining domestic barriers to eXp<lrts, such as unnecessary export controls. 

It 	 DoMESJC EcONOMlC ISSUES 

Ql~~ Th(~ NECs domestic agenda covers ,a broad range of issue areas and includes both 
issues placed On the agenda by the Administration, and those placed On the agenda by the new 
Republican majority. 

• 	 Health Carc Reform: [to be completed) 

• 	 ~Ifurl; Rtrow: An NEClDPC Working Group developed the asset development 
components of the Administration's Welfare Reform BUI (Microenterprisc and Individual 
Development Aceount demonstrations). As Welfare Reform strategies and poUcies arc 
developed in 1995. the: NEe should work hard to ensure that Welfare Rcform legislation 
supports and encourages appropriate entrepreneurial and asset-building activities by 
individuals receiving public assistance. 

• 	 Educati~TJllinjng. itnd Rc.~; An NEC-led group will complete dcvelopmcn!, 
communication, and. to the extent enacted, the impicmentation of Middle Cla~s Bill of 
Rights (including adult workforce empowerment and reemployment iniliatives). 111 
addition, the NEe will assist DoEd in defending and implementing the interagency 
Technology Learning Challcnge, assist in developing options for a 1996 campaign for the 
Lifelong Learning Agenda (pal1icularly Goals 2000, School-to-Work, and Skills 
Standards)) and aSsist in the further devclopm~nt of the Middle Class Bill of Rights 
(including Individual Education Accoums, Skills ScholarShips, education tax incentives:, 
private sector initiatives)" 

• 	 Einancial services legiSlation: During the next several months, the House will begin (0 
consider legislation on several issues: bank regulatory ·consolidation; Gias..;:;-Sleagatl 
reform/repeal; dcrivativc. ...; and disclosures involving municipal securities. The Senate is 
likely to walt for the House to mOve and then--except with respect to GlaSS-Steagall- 
cut back on or moderate any House hill hefom passage, TradilionaUy. banking legislation 
has passed in even-numhered years, so this is likely to be a two-year process. 

In addition j the Administration has promised to deliver Icgislalion to rcform the Federal 
ilome Loan Bank System early this year. We have almost completcd work 011 the 
proposal, which sbould garner significanl StlpporL TIIC major queslion with this 
legislation is wbc!hcr we C<IJ1 or should <"Ill<lch to it provh;i()llS that would solve the 
longcr-tclJl1 wcakness of the S;lVing.>; ;\s.."ociatlon insunmcc FumL While SAIF':; fl:l\\'s 
~lfC stnlctur'IL no ()1~C on the nill wants to fix it unlel\s some sorl of compromise eml be 
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brokercd between the banking and savings industrics1 and the bankers (at least the ABA) 
are too short-sighted 10 understand how badly they'll gel hurt if SAIF rails. 

• Disaskr insurance: For the last year, an NEe-lcd, interagency working group has been 
considering development of a program that could allow the insurance industry to pick up 
a larger share of natural disaster expenses. We have developed a proposal that, because 
it gives the insurance industry less than it would like to have, )$ not meeting with 
universal adulation. However. submitting a legislative proposal (even if in the form of 
a ,dctaihxi pollcy statement rather than legislation) early in the next session may be 
desirable. largely because, if there is another major earthquake in the next two years, 
rome legislation of this sort is likely to move and the extant alternatives. arc potentially 
far more costly to the federal govem~cnt. 

• lillD. hQrneowncrship partnership: HUD will soon launch an cxclUng lnltmtIvc to 
dramatically increase the homeowncrship rate by the year 2000, primarily by increasing 
minority homeowncrship rates. This is not just another government program, but rather 
a major effort involving most 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 (lccomplish specific results. This high-quality program can both benefit from· 
White House attemion and can benefit the White House. Thc NEe sho·uld ,put some 
resources behind continuing to help it along, and in particular, to making certain it stays 
on the right track and gets and continues to get Presidcplial attention. 

• ]995 Farm Bm: The Farm Bm encompasses a very wide range of ' issues including: 
commodity programs, food and nutrition issues, export promotion, conservation, and rural 
development. The legislation is revisited every five years and usuaUy consumes 4-6 
month'i. NEC, DPe, OMB, and USDA arc co~halrlng the Administration's effort in this
area. Current plans call for a more .deductive approach, with a decision memorandum 
sccki,ng presidential guidance on the general direction in agricuItural policy, . 

• l.&gal Reforms: The "legal reforms" currently being discussed include (1) civil justice 
reforms (such as changes in attorneys' fees and mles of evidence); (ii) product liability 
reforms (such as changes in the law of damages); and (iii) securities litigation reforms 
(such as limits on stockholder class-action suits), NEC .lIld the Counsel's office arc co
chairing, an effort to develop an Administration position and legiSlative stratcgy in this 
area. 11)c Chief of Staff has offe.red initial guidance; a decision memorandum is expected 
in late january. 

• l~gul;,\lQl+_B.J~fllml:i: The NEe is pmticipating in the Vice President'S regulatory reform 
task forcc, with a primary tOle in the following working groups: cross-cutting issues; 
financial services; informal)On technology; and energy, the: environment, and natural 
resourCes. These groups will make presen1ations to the Regulatory Working Group and 
develop administratlvc and lcgisi<njvc proposals ;1$ t1ircctcd hy Ihe Vice Presidellt 
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• R.egulat!lry Issues: The NEe is involved in developing the Administration's position on 
the major regulatory issues raised in the Republican Contract including: takings, 
risk/cost-benefit analysis, unfunded mandates, and Reg Flex. 

• Superfund Reauthorization: The NEe played a central role in this area last session and 
is expected to playa simiJar role tbis session. The Superfund taxes expire this year, but 
most indications arc that the issue will nol arise until after the first 100 days, 

• !.:arJall;.: This i~ a stakeholder-inclusive. profcssionaUy facilitated advisory committee 
that is designed to replace the traditional "CAFE wars" with more constructive ways of 
dealing with the greenhouse gas eml&"ions from cars and light trucks. The commi~tcc is 
addressing vehicle fuel efficiency, vehicle miles ,travelled (inClUding related land usc 
issues), alternative fuels. and alternative-fuel vehicles. The committee is scheduled to 
make an interim report in March and a final report in September. 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 Admhllstration created or expanded a number 
of technology initiatives that'are characterized by cost-shared partnerships with industry. 
Those programs, locaied in agencies: such as the Department of Commerce, the 
Department of Defense. and the Department of Energy, are now under attack by 
Republicans. The "Contract wilh America" targets thc Advanced Tcchnology Program 
in the Departmcnt of O:>mmercc for climination. and a proposal by Senators MeC,):ln and 
Warner would rescind funding for most of DoD's dual-use tcchnology programs, Also 
vulnerable arc the "clear car" initiative, environmental technology programs', al),d 
cooperative agreements between industry and the Department of Energy labs, The NEe 
will be centrally involved in Administration efforts to block rescission of FY95 'fund. .. and 
to secure FY96 appropriations for these programs, and it will take the lead (within the 
White House) when it comes to the dual-usc programs. 

• R&D lax credit: The R&D tax credit will expire in June 1995. High technology 
industries will argue for permanence, which would cost roughly £10 billion over the next 
five years, The Preiildent's 1993 budget called for a permanent extension of the R&D 
credit. The: current Administration position is 10 support temporary extension, with a 
commitment to work for a permanent extension jf appropriate offsets: can be found. 
Republicans will probably offer other business tax incentives as welL 

• Tcicconl1lliill.ic;l!ions: The House and Senate arc both expected 10 introduce legislation 
thaI would reform ihe Communicatiom: Act of 1934, Tbe right legislation will increase 
competition, Mimulate privalc scctor illvCslmcnt in Ihe "information highway," lower 
prices, give consumers more choice, and create jobs, The AdministratIon would like 
legislation th,l! promotes compclitioll for lneal telephone servicej gradually phases oui the 
linc-of-bll~incss rCStrictions that prcvent thc Regional Bcll Operating Companies from 
entering long-distance ,md m<uwfaclurlng. ciimiu;llcs [he cablc-lc1eo cro$sownership 
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restriction, and reaffirms our historic commitment to uniycrsal service, Although there 
is broad agreement on the principles of the legislation} there are differences of opinion 
as to how to manage the transition from the status quo (government regulation and 
incumbent mOllopol ists) to a competitive marketplacc with little or no government 
regulation. There is also a possibility that Republicans may attempt to gut the 1992 Cable 
Act. which would allow cable companies to raise rates again, 

• 	 National InfQonation Infrastruc1.l.irt: Telecommunications rcfonn is only one clement of 
the Administration's NIl agenda .. Other components include: achievjng the President's 
goal of connecting all classrooms) libraries, hospitals and clinics to the Nil by the year 
2000; promoting usc of the NIl in health care, electronic commercc. life-long learning, 
and the delivery of government services; increasing the dissemination of government 
infQrmation; and expanding overseas markets for U's. information and communications 
goods and services. 

• 	 Base Realignment and Oosure: The upooming- round 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 dclibcrotc 
and make recommendations f<?( the Presidenes action .at the beginning of July. The 
Administralion must communiCate the Success of its 1993-94 policy changes, which 
promote economic development and ense worker transition, Several of the policy changes 
In addition to effective communication and continued implementation, ongoing policy 
adjustments may be required. 

• 	 Defense Economic Adjustment: Some of the Administration's investments to case defense 
economic adjustment are targets for FY95 rescission of.FY96 reduction/elimination by 
Republicans, Tbc NEC will be closety involved in efforts to protect these programs, 
which are located in the Department of Labor) EDA. and the Department of Defense. 

• 	 Procuremellt Refurm: There will be several opportunhies to expand on what the 
Administration accomplished in las( year's procurement reform bilL Repuhtlcans will 
introduce legislation cady in the session (fi repeal or sjgnific.1.ntly rdonn Davis-I3aCOTIi 
although the Administratioll will not get out in front on reform of Davis-Bacon. we 
should be in a position to shape a compromise short of repeal. There may be a similar 
opportunity to rcfonn the Cargo Preference Act. The defense authorizatioll bill will 
provide annthcr vehicle for enacting incremental improvements to the procurement 
s),s(cm. 

• 	 R~I[liCju.rin.g federal tffiD:olp.QIlijliOlLPI.!lgIiilll£: 111e President'S Budgc1 will propose a 
complete overhaul of federal transportal ion grant programs, Congress is likely to take up 
the core clements of the Presidcnt'!, pmposais, including: spinning-off the Federal 
Aviation 1\,;minis1ralion's air traffic control services: into a govcrnmcl:!-owllcd 
corporatitH:; esWbhshing a network ,'If State Infrastructurc Blinks that will allow !>tatcs 
new flexibility inlhc usc of rcdcr~lj Ir:msportation funds; and replacing dozens 0f.scp:natc 
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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. 

• 	 Community Economic Development: Our three Signature community development 
initiatives arc: the Community Development Banking and Financial Institutions Fund 
(CDBFl), the Empowerment Zones and Enterprise Communities Initiative (EZ/Ee) and 
Community Reinvestment Act Refonn. All three arc relevant to spurring the availabiiity 
of capital, investment, and local strategic action to revitalized distressed urban and rural 
communities. The NEC must continue to pJay a strong role in ensuring that these 
initiatives ate well-implemented. pr~teC1cd from resciSSion, and fully~funded. 

• 	 Urban I~: The National Urban Policy Report. a legislatively mandated report due in 
Spring 1995, offers an opportunity for the Administration to articulate·a coherent urban 
vision that is conSIstent with the Middle Class Bill of Rights, The NEe must continue 
to play an active role in shaping these activities, as well as agency reforms, particularly 
at HUD and DOUDoED. arising from the FY96.Budget. 

• 	 Community Enterprise Board: .Thc head of the NEC serves as a Vice Chair of the 
Community EnteIprise Board ("CEI!"). a group oomprised of 15 agency heads that was 
created to hctp implement the EZlEC initiative and respond to comprehensive state and 
tocal sirategics to revitalize distressed communities. (The VP is Chair and OPe 1s 
another Vice Chair.) The CBB and its subcommittees {Indian Economic Development; 
L.ocal ('.onsolidation plans) will be a focal point for reinventing government -- changing 
the fed(:rai government's relationship with state and local government by providing a one
stop response for multi-agency waiver and program consolidation strategies. Because the 
NEe i~; vested with the Vice Chair role and because of the importance of the CEB to 
ensuring the success of Empowerment Zones, the NEe must continue to be actively 
involved in the CBB working group. 

• 	 ~: The I'EC played a lead role in working with OMB, SBA, and WH 
Public Liaison to develop Executive Order 12928, promoting procurement with. small, 
disadvantaged businesses. To expand econolllic/middle class opportunities for minorities, 
the NEe s.hould continue to participate in an informal working group led by Wbite. Housc 
Public Liaison, SEA and OMS (Office of Fcdcml Procurelllcnt Policy) that focuses on 
exp:mding procUfemcm opportunities for minorily busines.s, 

• 	 .ayjLJ.{ight~: The ~EC reviews all civil rights i~'iucs;initiativcs for economic 
impliwtion~. Morc importantly j all NEC/[)PC working group (sub-grnup of ETR) has 
identified discrimination in hiring :IS <I critical barrier to workforce partlcipa!ion by 
millorLies, p~lrticularly· minority males. As t\ result, DOJ, EEOC and DOL lire quicIly 
dc\'c]opillg <I:JiJdiscrlmlnation models (dcmonstraliolls USing tcsters) and tile NEe should 
cODtinue In support this work ovcr the next two years, A Civil Rights Working Group 
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1ead by 0011 OMB, and'DPC. is: beginning a review of civil rights policies. Because tax 
antidiscrimination enforcement has been shown to have a direct impact on employment 
trends 	for minorities, the NEC should be active in this working group. 

• 	 ~ Activities: Other activities in which the NEC is involved: 
Habitat II (a 1996 inlernational conference On global urbanization) 
G-7 Summit 
G-7 Summi1 on the Global Information Society 
White House Conference on SmaU Business 
White House Conference on Travel and Tourism 
National Rural Conference 
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III. LESSONS LEARNED FROM DiE FrRST l\vo YEARS 

This section summarizes the stafrs thoughts on lessons teamed from the NECs first two years 
of operation. A,> the comments arc drawn from different staff members, they may be 
inconsistent, 

• 	 There is no obvious roadmap to working with other WH offices, and no proj~ct managers 
in the Chief of Staffs office who can bring together a group to undertake a special 
project. NEe staff should think hard and early about other offices that can be of 
a.~sistanl;c (or must be included)1 and sometimes must actively recruit participants, 
remembering that many offices focus narrowly on the Presidentls concerns and tend, to 
have vcry short planning horizons. In other words, sometimes new organizations have 
to be created around special projects. 

• 	 There arc channels of action and communication in which the ,NEe is not naturally 
involved, particularly at the staff level. These include the budget, strategy .and 
communications, legislative relations, and politiq;1 affairs. Unless the NEC slaff actively 
rcaches out to address these issues, we will find that (1) on issues where we have the lead. 
we will get io the end of the process and discover further support lacking, and (ii) on 
issues where welre interested but don't have the lead. we will be left out and Our (perhaps 
valuable) insights lost. 

• 	 "No sharp elbows" really is it good rule. In general, we have done much better when we 
have offered our services, than when we have demanded leadership. However, 
persistence is also essential; if you're not visible around here, you're forgotten. 

• 	 Therc1s too much to do and not enough people to do it. Some of us have reacted by 
relatively narrow specia1ization--with good results in the chosen field. Others have 
spread far more broadly~ with gcnerally acceptable results on the coordination front an~ 
less impact on individual programs. A new head of the NEC either needs to live wilh 
this dichotomy or needs to make major management changes. 

• 	 We must be particularly vigilant in articulating the Clinton Vision/message to Ihe ag~ 
so that the agencies programs and initiatives reflect this vision, Too often signttture 
Clinton iniliatives compete with agency prioritic.. ... for limited resources. We need ocner 
systems for prcventing this "competition," and for integrating the vision of tbe While 
House jnto agency missions. 

• 	 Avenigc Americans do not $cem familiar 'Nllh the President's legiSlative and policy 
achicvcmenll-:, e,g" the Lifelong Lcaming Agcnda, Ounmunity Devclopmcllt/C<lPital 
Access initintivcs, the EITe. etc. Wilh Jess than IWO years (0 go before Novcmhcf 1996, 
!he NEe should focus more energy on working wllh WH CmnlllulliclI!inns In gc: tl:c 
message oct about these initialivl:s, 
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IY..-SIAFF SUGGESTIONS ll.EGAlillING TIlE DAII Y QPERATION.OE TIlE NEe 

This section summarizes staff suggestions regarding the internal operation ofthcNEC--primarily 
the dynamic bctv.'ccn the Assistant and Deputy Assistants and the staff. Again, as these 
comments reflect a number of persons! views, they ,may be mutually inconsistent, 

A. CoMMENTS ON TIlE INTERNAL STRI!CTllI\E...OF TIlE NEe 

• 	 As 1 sec it, the NEe staff was sci up on a model that was appropriate for CHnion's 
ambitious agenda and strk"t WH staffing constraints. Where the NSC's structure reflects 
organizational rigidities (command and control) of the time o~ its creation (a big 1950s 
car compa.ny comes to mind) and the military (sensible, since the NSC deals with security 
issuc$ and draws staff from the Pentagon), the NEC W'lS modeled on more modern 
organizations: flat, agile. blurred boundaries, ad hoe teaming, In fact, Bo said at the time 
that he saw the NEe staff structure as being like a consulting firm, combining to work 
on various projects as they arose. 

• 	 After two years, however, things: arc different. (doubt we1Jl be sending a huge number 
of policy initiatives up 10 the hilll and suspect our new leader will want to focus on 
implementing and defending what we care about and communicaling more effectively, 
Management may actuall), begin to matter. 

• 	 At the very least, I would think the new leader dc.-':;erves a special assistant (to handle 
press, politics, and general support). while the staff deserves a staff director, who should 
live with the staff in DEOn and meet daily with the three at the top in order to keep the 
issues staff well-infonned. The focus of this person would be communication between 
lbe staff and the West Wing, paper flows, links to the rest of the White House (we're not 
always wen plugged-in), links to the agcnci~s. oversight of special projects, etc. Nancy 
SodcrbergIWill lloh may be a model. 

• 	 An alternative to this approach would be to bolster the Bo Deputy positioll -- no one in 
BoIs peer group operates without a special assistant, and uz docs the work of several 
(SCheduler, executive assistant, receptionist). With some support, this position might 
provide the managchlcnt drive, hut this may be unrcali:;tic, since that position is also the 
driver of both international and domc..<;tic economic policy. 

• 	 If I were bead of the NEe, I would 
tippoint 3 dcputics--onc to nwnage international issues, one to manage domestic 
issues, .t11d Gene to manage COnUl1Ulllcations issues; 
tlppoint a chief of staff focused on administration and paper flow; 
hire an overqualified yt)ung pcr:son to urnJt leiters; 
formally team each t-;EC staffer with the legislative :lfrairs s.tarre~ and the politic:11 
:lffuirs staffer WliO covers similar Issues. 
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H, COMMEN1'S"ON TIm INTERNAL OPERATIONS OE DiE NBC 

• 	 The most significant change I would make centers on the internal communications flow 
of the NEe. Papers go up, reoord keeping is virtually non-existent, answers sometimes 
come back j decisions arc made an~ we sometimes here sooner rather than later, 
information and reactions rarely flow downhill, most of us arc in the dark about each 
other's work and ideas, and POTUS feedback is next to niL 

• 	 If I were head of Ihe NEe, I would 
formalize paper flow, emphasize records management. Yes, sometimes there 
would be forms to fill out, but a paper trail is important. 
tstablish procedures for document cc-ing· and internal distributio.il as well as 
~!tandard forms for various types of memos going upward') -- informal, small 
note, decision, correspondence covers, etc, 
establish mandatory record-keeping, including rcturned Originals with decisions 
checked, marked, nOtcd or whatever. 
lequire guaranteed relurn of notes, memos with notations -- read, ignored, used. 
thanks, no good, etc. 
standardize the procedures for preparing for interagency meetings, e.g., agenda, 
documenls, attendance, distribution of background papers, 
distribute internal analysis to all staff. This includes CEA announccmcnls of data 
release and interpretations, papers other agencies provide to CutterlRubin, etc," 
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V. A SEQ)NJ) OPINION 

Some NEC staff--or more likely all NEC staff at one lime or another--beHeve that the role of 
the NEC should be fundamentally reexamined. This section offers one membcrls observations 
in this regard, 

"Policy, rather than proces.o;, should guide the NEe. The President's much-storied 
campaign mantra, "It's the economy, stupid/' provides the rationale for the crcation--and the 
mission::--of tbe NEC. Put simply, thc,NEC should focus its energies and limited resources on 
helping the President dcfinc~ articulate, and provide leadership in fonnuJating and communicating 
a national economic policy that can dominate American political Hfe for a generation (and, hence, 
guide the agencies and the Congress, lcad the public and the parties, now and in the future). 
Without such a clear focus, the NEC--apart from any personal style, relationship, and aUlhori[y 
of the new NEC head with the Pr~sidcnt--runs a real risk of merely turning into a "third wheel, U 

to the NSC on foreign policy, the ope on domestic policy. OMB on the budget and with the 
Agencies, the eEA and the Treasury on economic issues. and the OVP on governmental reform. 
The analogy for the NECs mission should be achieving for national economic policy in this time 
of transition following the end of the Cold War what the NSC achieved for American foreign 
policy during the years of transition following the end of World_ War II. 

The challenge 'for national economic policy is straightforward: how to make a successful 
transition from the stagnating wages and living standards. and small productivity increases, of 
the old American economy during the secorid generation of the Cold War 10 a vibrant new 
American economy with smart]y rising productivity, wages and living standards in a pose-Cold 
War era of global competition, whole new meanS of production lhrougb informal ion and 
comm·unication, and world-wide economic growth. Slated another way, the issue is whether we 
can articulate a national economic policy that empowers the American people wilh the 
opportunity to (~arn a rising income and, thereby, to build as burgeoning a middle cia"\..<.; over the 
next generation as America achieved during Ihe first generation following ,World War II. 

Given the increasing limits on any national government's authority in such a global 
ecollomy and the other marKed difference in circumslanccs today and fjfty years ago, tbis may 
seem a tall, if nol daunting order. But the NEC--and this Prcsidcnt--will uhim<Ltciy not su(vivc 
the 1996 presidl:-nlial election unless we c~tablish such <i national economic policy as the m<1jority 
position in the country. 

[believ(', th<1f ihc NEe has ,articulated six componcnts to such a national economic policy, 
Ihe fb;! four of which have already been embraced by the Pres.ident and arc weI! on the way 
In becoming the m;lillslrcam position of bo~1l major uatioll<ll parties; the last two compOlicHts, for 
different rcaSOns, may be of less certain po:>ition and standing.. 

• 	 l~t_mJLEcl1!W1U~ILUQ.\lliC.JlLQl1k!I: Reorder the federal budget to reduce the anl1u.al 
federal (leneii and to sbifl fmrn financing cnm:umption.to encouraging investment. 
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• 	 Tear down barriers to glObal free tra\k~ The dimination of trade barriers will open 
burgeoning foreign 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 
economic growth at horne and abroad, 

• 	 . ~~ the opportunity for aU Americans to learn and to apply new skills: This holds 
the key to unlocking the productive capacity of every family and individual to earn higher 
wages and living standards by learning and applying new skills to more productive and 
rewarding work. In the new global economy America's choice is: high wages (from 
conlinuously learning and applying new skills to add more value to goods, services and 
products) or low skills (wbich will cam relatively lower wages in the face of 
technological advance and l literally, billions of workers around the world striving to build 
a better future fur themselves and their families), Investing in skilfs and lifelong learning 
is a paramount national economic priority for the United States, 

, 
• 	 TransfQIDUhc federal gQy..crnmcnt: Move toward a government that is smaller) focuses 

on fewer priorities in which it can play a con~tructivc role, and fully recognizes the costs 
and benefits of any regulation or mandate it imposes. This is more than just a rcinvention 
of m the federal government docs business; it is a tolal transformatlon ~ the federal 
government docs as well. 

• 	 Increase the inv~nt in technological innovatjou ..aru.U::nCQurag~pHcation in Ibe 
wQrkp'a(~: Increasing the rate of productivity increase depends On applying higher skills 
to new technology so that greater value is added to the goods and services produced and· 
distributed per hour of work. The difficult. issue here is what rolc government can 
constructively play in developing and exploiting new technology, 

• 	 Evaluate the ID{teDt to which the evolutiourom a national to a glObal 'ecollomy has a 
couDlcrparun the evotution of the natjonal CCQllomy into the sum o( a sh~f...lQQl 
~Qnal economi~s. This will involve detcmlilling the cxlent to which such evolutions 
in the basic economic building blocks may alter n.ational economic analysis and policy. 
Allhough Ihis is thy most tentative and exploratory of the componcnts of national 
economic policy, it may have far-reaching implications in fhe futurc--for defining 
appropriate federal priorities. roles, regulations-mandates, and relationshlp$: with states. 
localities, communities, regions, firms and families. 

In sum, there arc three reaSOilS for such an approach to the role, function, and structure 
of the NEe: 	 . 

• 	 Over the nexi two years when we do not control congrcssIonal cnlendars. issues, and 
legislation, 11 is critical thai we have a clear mdional economic polk)' to guide both our 
direct c(}nlnlunicatloas. with the people and ci)J1s!illlcnts and our coopctation, 
counlerpunches, compromises. and vclnes with the Hill. 
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• 	 We cannot beat any. economic policy posed by the Republicans unless we go directly to 
the people with a clear national economic policy of OUf oWn. The President deserves. the 
opportunity to articulate a clear national economic policy to 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 agencies and 
constituencies or to prcSClit competing options to the President, but such an honest broker 
without 'a dear direction does: not, neccssanly help to articulate, let alone implement a 
compcHing national economic policy for the President" 
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NEe STAFFING MEMORANDUM 


Date: "1 . \ <J Iq>' Action/Concurrence/Comment Due By: 

Subject: La "6 R.I\~~ ~~>.I 

ACTION FYI 

Laura Tyson 0 0 Elaine MIlsler 

Bo Cutter 0 ~ Vicky Poppiti 

Gene Sperling 0 Dorothy Robyn 
Tom OIOonrleli 0 0 Heather Ross 

Lael Brainard 0 0 Ellen Seidman 

Julia Chamovitz 0 0 Dan Tarullo 

Paul Deegan 0 0 Helen Walsh 

Michael Deich 0 g Dena Weinstein 

Paul Dimond 0 
Wendy Einheilig 0 ~Michael Froman 0 
Robert Gordon 0 ~Elgie Holstein 0 
Gay Joshlyn 0 

~Tom Kalil 0 
Bob Kyle 0 
David Lane 0 VJ 
Liz Lindemuth 0 0 
Theo Lubke 0 0 
Kathryn Mack 0 0 
Sonyia Matthews 0 0 
Mark Mazur [J 0 
Elena McCoy 0 0 

• 

ACTION FYI 

0 0 
0 E}0 
0 

~0 
0 
0 0 
0 0 

. 

Executive Director Response: ________________ 
Ext. 6·5352 



" " 

MEMORANDVM I'OR LAURA TYSON 

From: Erskine Bowles 

Date: July 17, 1995 

Subject: COMMENTS ON LONG RANGE PLAN 

I am attaching a refonnat of your long range plan. to which you bave 'agreed to be held 
accountable. 

Many of the gO~lis you have iistid either do not have a due date or do not have a contact 
person who is responsibJe for accomplishing the task. In my experience, if a goal does not 
have a particular person held responsible for accomplishing it, or does not have a date when 
Ibat goal is to be accomplished, it rarely gets done. Thus, I would like for your office to 
revise your plan to 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. [f you have any questions. please Jet me know, 



I 

LONGJlANGE_£LAK-liATIONAL ECOllOMlc...COIJN_ClL 

TASK CONrA..CT l1l1E..l2AIE • 

!NTERNATIONAL ECONOMY 

If>ut7'sue oQen and free trade and investment Tn~the~~Asia Pacific, Latin America, and other regIons. 

,- Prev,re-andreview free trade proposals for AI'EC Leaders Summit in Japan. Kvle fall 

I-=-CoI~tlnue discussions from Latin America Summit on free and onen trade and investment. Kyle j '} 

i- Begin negotiations with Chile on a<:<:ession to NAFTA. ______ Kvle I ? 

i- Seek fast trac~_~~~~ri~y from Congress to pursue trade initiatives that reduce export barrj~i~:_m J _________Kyle ? 

;- Reauthorize the Export Administration Act to liberalize controls on high-tech exports. I Kyle ? 

1- Continue to pursue mar~~~_qg~~g with Japan through the Ja anese Framework talks. I K le ? 

1- Continue to pursue market Openi13gs with other countries on a case~by--case basis. K Ie __ J _______ ~n_~ 

i:_ Work to establish an effective WTO and re~olve GATT issue_sfromthe Uruguaz Round. Kyle I ? I 

G-7 Issues.' " . ----------- t 
!~ Follow up on initiatives of the Halifax Surrnntt for a renewed dobaJ institutional architecture. TaruUo 

iEu~'2pean Issues. 

l- Explore opport~I!~!i~~Jor trade liberalization with the European UnIon. Kyle ? 


il9·90-WTO Ministerial -=~~-~] 

\ - Prepare for the December 1996 WIO ministerial dealing with multilateral trade liberalization, Kyle " ~ 


IOther areas. . ... J ---------- I 
t: \'-'ork on the integration of China, Russia, and other economies into WTO a_t?~LKloba! economy". K Ie I ~__7___ 1 
1- Emphasize [h~Jnte ration of the BEMS into the IQbal econom . K Ie ? __ _ 

SCIENCE. TECHNOLOGY, AND INFRASTRUCTIJRE 

13. 



IAmend agreements to [!rDvide a more Hberal aviation environment with Japan and EU nations, 
1_ HeJp (0 resolve dispute between Federal Express and Japan re: Ja!llln-Phillioines service. 
i- Coordinate proposals to allow limited antitrust immunity re: ·open skies· agreement with German 
i- Support efforts to negotIate car~o, pricing, charters, and new access UK, 

-

Deloh ? 
Delch ? 
Delch ? 

, 


. 

iReform legislation iliat now hampers the FAA's ability to.'<iopt technologies and new air traffic system. 
l: Determine which reforms could be meaningl,,1 towards developing a more efficient ATC sy~ i . Deieh .L 
!Obtain Con ressional authori7lttion for State Infrast.n.lcture Banks. 
1- \Vork with DOT and OMB to develop legislation iliat ives states 0 tion of establishin an SIB. Delch ? 

!U~att' Presidential Decision Directives on commercial.-space pOlicy. 
i- Support interagency review of Administration policy on commercial space launch. 
!~ Seek consistent s~ace launch agreements with RussiaL~bina. and possibJI Ukraine. 
!~ Review objections to Administration·.~ polie! on commercial remote sensing, 

~ I 
Deich ? 
Deich ? 
Deich ? 

ITelecommunications. r II 
1- Work with Congress to pass telecommunications reform legislation that POTUS can si n. I Kalil --r- ? 

fResearch and ~:SQ<!:firnentatiQn Credit. 
. Extend or make oermanent the research and experimentation credit. Kalil__ J ? 

linvestments in Science and Technology. __.J 
1- Defend the Prcsident's investments in science and technology. Robyn/Kalil?Q!f p';/!'j 

~ "i nformation Superhighway" Issues_ . 

l.:. Continue I2rogress on the Administration's "information suoerhhzhwav" a.ttenda. 
l:. Promote ap.pJications in education, training, electronic commerce, health care, and govt. services, 

lli'<20rt-Import Bank Issues. 
: Provide Rolicu,widance to Ex-1m Bank on applications such as the Pratt-Whitney issue. 

---------

Kalil 
Kalil 

Robyn 

? 
-

? 

I 
?AJ~ 

MARKETSIREGULATORY ISSUES 


jAchieve financial services reform, includin regu1atorv relief and solutions for the SAIF. i 
). En';ure lhat Ieg!~lation repealing Glass~-SteagaI1 maintains ~nte rit of the financial s stem, ?n_l~::~~~~ _mli- Play major role in helping Congress strucrurc and pass a long-lasting SAW fix. ? 1 



- -- -- ----

'.! Wor_k-to- completion of Home Loan Bank reorganiz.ation legislation. Seidman ? I 

rC2!!lp~l?te_~ork of Advisory Comm. on Greerul0use Gas Reduction from PersonarMotor Vehicles. ---------- J ______________ J , 
i- Develc~R a report that maximizes the cons~nsus possi~le j~_1J1e: committee. Seidman ! ? I 

;Pensioll Simpjjfication Legislation. 

1- Complete legislation that increases funds available to plan participants. reduces plan tenninations, Seidman 
 ?
L_ and !ncrease~ Rlan coverage. 
1.- Ensu!.!:}hat the ~P"'re':s:;:id;:e::llUi::t':':et;::s~c::r=-edi:;:·=-t&fo::r~th;;:;:is:T.iru:;·t;;ia::tT.h:;;'e:-,-:e:::spe=c:Tia:;I:;:ly;;-::w:;ith~s::m=a:;1'Ii:b::us::j=n=es::s:::e='.----f---cS"e::idi:n=1l!::n:----I '! 

!f~~ij_~~ Administration we1!:posltioned in the debate re: disaster (earthquake) insurance. --~:---.t--~,-;-;-----+----; I 
Ensure that legislation mcets'_Ad!!J:Jnistration guidelines and does not shift risk to Xc:.Q~~~tgoyt, Seidman ? I 

!A~bl~ve [e~!<!!9!Y reform _I:::gislatioll in the Congress that POTUS can sign. 1-1 
!~ Work wifh WH offices ~o m~~im!~ Administration visibility and credibility on re~t~TJ'. rcfonn. ? I ? 
i- _~h~l)1pj<!~J!(o~jn ongoing ruJemaking and REGO II deHberatkms. ? ____T=_____ ~?~, _______J 
t· Excise language antithetical to reform from Administration statements to th~~~pu~Fc and the Hi~!:~, ________ _ ? I} _ I 
t::._~~yor~ with Administration and Hill to develop legislation that stream1i~5~s/ltghten;; re~la~i!?~. ? I ? ~J 
]~ Reduce ,1 QQ±_p~ge p'ro~~dural bills to circa ten-p!g~fonnance-~~_~~_!.~an!!~!e,: . " ...... _ __.J ," ___ 1_____ ,_ L ? ,.1 

HUMAN CAPITAL 

iAsj~!~-ac_~~pi~nceofthe lnajor principics_ of the President'~ G.I. 1?ilA ~y -e1!~ _of Con&!,ps~j9~1_issioh.:.._~~, _______-_--~--I--- ---
l- Im~!11ellt these hasic principles through Administrative actions and Presidentia11ead~!~~ip. - ==t ' Dimond De~t:!!!-'~~!_ 
LcJI::lplel11ent the Techno~g~arniQg Challenge throughout the next year. I Dimond December 

j\Vo:~~ -~vI~~ _~ong~ess to :;~~pport and implement HUD Rej_nvention. -------- - - ...--- --~ H~_=r--- - ---- -j
1- Substitute ublic and ro'ect-based housin with vouchers, Dimond? 
i~ Consolidate many P'fO&!!!pS into two grants for community develo ment and housin . --Dimond!? I 
LJ?~rtner FHA with fin~ncing sources to expand homeownership in underscrVed markets. -----1 Dimond I ? _I 

I· SllPl'ort revisions to HUD's Urban Report to ensure that EZs, CDFIs, cte,are.highlighted. . Dimond I ? J 

ENVIRONMENT I NATURAL RESOURCES 

i~na(,:t le-gislation that reauthorizes and refonns the S~rfund program. --------- r--~" --------
l~ ~!!ppOft r~forms that sp_~~_~leanu~!~reduce COSl~, and enhance stat_~ p~ion. Holstein I ? 



- ----------------

..::--rre:"erve the core liabili!y conceptS !hat are at the heart of !he Superrund program. Holstein ? I . 

[Enact-legislation that lifts the 22·year ban on exports of Alaska North Slope crude oil. 
J- influence the outcome of pending Congressional action to reflect the President's concerns, 

.J 
I Holstein ? 

fUr~mium Issues, -------- 

I: Devejo~ tions for the urchase of Russian uranium from dismantled nuclear wea ons. 
1 Finali?:~_~J~r~vatizatjon plan for U.S. Enrichment Corp. that provides a reasonable financiai return 

Holstein 
Holstein 

? 

? 

GENERA.L ECONOMY 


ISURPort outstanding economic; initiatives, both with Congress and within the Administration. 

I· Middle Class Bill of Ri!\l!;~ Tlso_n ? 

i- Minimum Wag,",e,,-.___ Tyson ? 


IO~g~ri~zccont1nulng series of regional econl?!!lJ~ conferences highlighting Administration SU~_~~~S.1_____ _ 
1- p~s:!.rj_~_gim Economic Conference in Portland, ___________ .___........... 'nnn j_n Lan,,/Holstein 

,/Holstein 
,tHolstein 

June 
? 

? ___ L _____ : 

!- A~~i\ion~! cOQferences in Northeast, Mountain West, and Midwest. .. _______ ____ ____ Lanl 
(- Maxirnize local and regional media attention to the President's economic successes. . Lan __ 

ITax Reform . 
.~ -_-peve I_~p":t::ax;;-::re::<ri:O-=rm/:="Cs:7im=p"li:<:fi-=c:Cat:7io::n::-:p:Coli7ic::y:;-:;!h::a:;t"::as:Cs::u::r:Ces::-:re::v::e::n::u:Ce"::n::eu:;tr::•.:Cal""it;:OX:-.-.-._-.. -.--------i----". 
- DeveloQj)olici: truu promotes fairness, simplicity. and efficiency. 



THE WH ITE HOUSE 

WAS1-41NGTON 

June 15, 1995 

MEMORANDUM FOR LEON PANETTA 

FROM: 	 Laura D~Andrea Tyson 

SUIlJECT: Long Range Plan 

I. 	 International Economy 
, 

The priorities of our International Economic Affairs Directorate for 1995 are a continuation 
of the work we have been engaged.in over the past two years to develop the international 
economic an:hite<:ture 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 to achieve free and open trade in the region by 
no 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 to NAFTA 

• 	 Seek fast track authority from Congress in 1995 to pursue trade initiatives in 
order to reduce barriers to·U.S. export<; \"ithout hurting national security. 

• 	 Reauthorize the Export Administration Act to adopt administrative reforms that 
IibCra,Hze controls on high~ tech exports. 

• 	 Continue to pursue market¥opening with Japan in the Japanese Framework talks 
and with other cOlmtries on a case~by-case basis. 

• 	 Work to establish an effective WTO and resolve the GATl' issues left over from 
the Uruguay Round (financial services and basic teleoommllllicatlons), 

Goal: Laying the- groundwork in the G~7 and following up the initiatives of the Halifax 
Summit for it renewed global institutional architecture capable of successfully meeting the 
economic challenges of the 21st century. (TuruUo) 

Goal: Explor~ opportunities for trade iibera1ilAljon with Ihe European Union, (Kyle) 

http:engaged.in
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, 

Goal; Prepare for the December 1996 WTO ministerial thai will deal with further 
multilateral trade liberalization, (Kyle) 

Goal: Work on the integration of China, Russia and the economies-in-transition into WTO 
and the global c~nomy, Also emphasize the integration of the BEMS (Big Emerging 
Markets) into the global economy. (Kyle) 

II. 	 Science, TC4;hnology, and Infrastructure 

Goal: Restructure the International Telecommunications SatelHtc Organizations 
(INTELSA T and INMARSA T) in a way that promotes rather than inhibits competition in 
the market for international b"atellite services. (Deich) 

Objectives: 
,. 	 Develop Administration consensus on final details of a USG proposal to the 

INTELSAT Worldng Party on June J3. 
• 	 Coordinale the Administration's efforts to build international support for the USG 

position -- including interventions in various international 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--oVtTIed, scp.mte satellite 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 usa last faU. and 
if not, whether COM SAT shoutd be allowed to offer Inmarat P services within the 
US. 

Goa!: Amend:biJateral agreements that.provide a more liberal aviation environment with 
Japan and certain E1) countries. (Deich) 

Oujedives: 
• 	 Coordinate and support Departmental efforts to resolve the dispute between Federal 

Express and the Government of Japan regarding Fedex's desire to operate between 
Japan and the PhiIJipines. 

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

• 	 Support efforts to negotiate cargo, pricing, charters and new access UK. 

Goal: Achieve legislative reforms in some of the personnel, procurement and budget 
constraints that now hamper the FAA '5 ability to adopt new technologies and a more 
efficient air traffic control system. (Dcich) 

Objctth'cs: 
• 	 Coordinate. the dcvclnpmcnt of an Administration position on whether to accept a'ny 

subf'!£mtive reforms other than a government-corporation as meaningful steps toward 
developing a more efficient A TC system. 
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G<tal: Obtain le<mgresssional authorization for State Infrastructure Banks (SIBs) similar to 
those proposoo! in the President's Budget. (Deich) 

Objectives:' 
• 	 Work with DOT and OMB to have included in legislation designating a "National 

Highway Sytcm" a provision that would allow states the option of using 
transportation funds to establish a State Infrastructure Bank. 

Goal: Update Presidential Decision Directives on conunerdal space policy. (Deich) 
Objc<tives: ' 
• 	 Support'interagency review of Admirustration policy on conunercial space launch; 

support implementation of decision to seck greater consistency in space launch 
agreements with Russia, China and (potentially) Ukraine. 

• 	 Review the objections by Sen. Bingaman and other Congressional critics to the 
Administration's policy on commercial remote sensing. 

Goat: Work with Congress to pass telecommunications reform legislation that the' 
President can sign. (Kalil) 

Goal: Extend or make permanent the research and experimentation credit. (Kalil) 

Goal: Defend the President's investments in science and technology, espcdally Commerce 
Department's Advanced Technology Program, ARPA investmel!ts in dual~use technologies, 
and High Performance Computing and Communications Initiative, (Robyn/KalH) 

Goal: Continue progress on the Adminisirationls "information superhighway" agenda. 
including promotion of applications in education, training. electronic commerce, health care, 
and delivery of government services, (KaJi!) 

Goal: Provide .policy guidance to the Export~lmport Bank regarding applications such as 
the one submitted by Pratt-Whitney tn which it requests financing for the export of P-W 
engines for use on Hyushin-96 aircraft. (Robyn) 

III, Markets/Regulatory l~,ue., 

Goal: Achieve major financial services reform, including regulatory relief and a solution to 
the structural problems of the Savings Association Insurance Fund. (Seidman) 

Objectives: . 
• 	 Ensure that legislation repealing Glass~StC3gaJ\ also maintains the financial and 

structural integrity of the financial system, and the Administration's role in its 
regulation. 

• 	 Take a constructive, cawlytic role in helpil~g Congress structure and pass a long
lasting SAIl" 11K. 

• 	 Sec Home Loan Bank rcorganil ..atiol1 legislation tlu'ough 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) 

Objectives: 
• 	 The committee's report should maximize the consensus possible in the committee, 

even if the committee cannot agree on strategies to fully return greenhouse gas 
emission" Io 1990 levels by 2005, 2015 or 2025. 

Goal: Camplell: pension simplification legislation that (i) increases funds available to plan 
participants; (ii) reduces plan terminations; and (tii) increases plan coverage, with the 
President getting credit, particularly with small business, for proposing the package, 

. (Seidman) 

Goal; Keep the Administration wen-positioned in the debate concerning disaster 

[earthquake] insurance. (Seidman) 


Objeciives: 

• 	 Make cCI1ain that any legislation cnacted by Congress' meets the prindplcs 

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 Prcsident call sign. 

Objectivcs; 

• 	 Work ~ithin White House processes to maximize Administration visibility and 

credibility on commitment to reform. Champion reform in ongoing rulcmakings and 
REGO II deliberations; pursue major opportunities for reform through 
administrative actions; excise language antitiletical to reform from Administrativl1 
statements to the public and the Hill. 

• 	 Find and build Administration and ulLimately Hill support for a legislative position 
that actually does streamline and lighten regulatory burdens. Reduce current 100+ 
page procedural hills to circa ten-page perfonnance~based man~ate. 

IV. Human Capital 

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

Objectives: 
,. Rcgardlc~:s of the legislatIve succcss, to implement these basic principles as fully as 

possible through Administrative action and Pres,idential leadership under existing 
authority: . 

• 	 Implement the Tech!lOlogy Learning Challenge throughout the next year to 
demolls'tratc (1) the full potential of new, interactive leamilig technology to improve 
lifelong learning and (2) the extent of the market in schools, homes. and workplaces 
for such interactive learning and communication. 
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Goal: Implement HUD Reinvention in support of the following basic principles: 
• 	 to end public and projcct~based housing as we know it by substituting a rapid transition 

to vouchers 
• 	 to consolidate dozens of separate programs into two, pcrformance-ba.')cd. incentive block 

grants for community development and housing 
.. 	 to create a much more agile FHA to partner with other major financing sources to, 

expand horne-ownership opportunities in underserved market niches. (Dimond) 
Objectives: 
.. 	 provide support to cnact major elements of these rcfom1s in this session of Congress 
.. 	 provide support to implement administratively a'i much of the principles of this 

rcfonn as possible 
.. 	 support the revisions to HUD's Urban Report to make sure that such New Covenant 

approach.~s (empowerment zones and eDFIs, in addition to the HUD Reinvention) 
arc highLghtcd, 

V. 	 Environment/Natural Itcsourccs 

Goal: Enact legislation rC~~lUthorizing and reforming the Superfund prognun, while 
preserving its fundamental tenets. (Holstein} 

Objectives: 
• 	 To preserve the core liability concepts that are at the heart of the Superfund 

program, while supporting refonns designed to speed clcanups, reduce costs, and 
enhance'state participation. 

Goal: Enact ICf,islation Jifiing the 22-year ban on exports of Alaska North Slope (ANS) 
crude oil. (Holstein) 

Objectives: 
• 	 To influence the outcome of pending congressional action relating to ANS exports 

SO that it reflects the President IS eoncems: environmental protection, preservation of 
West Coast refinery employment, retention of Prcsidenlial energy emergency 
nuthorities j and compliance with international trade principles, 

Goal: Respond to the national security need to purchase uranium from decommissioned 
Russian missiles, coordinated with the development of a plan 10 privati7..c U.S. uranium 
enrichment services" (Holstein) 

Objectives: 
• 	 To develop options for the purchase of Russian uranium that will provide acccpl.ahle 

cash flow to Russia in exchange for uranium from dismantled nuclear weapons. To 
finalizc the privatization plan of the U.S, Enrichment Corporation to create a viable 
private corporntion while providing a reasonahle return to the Treasury, 
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VI. General Economy 

Goal: Continue promoting outstanding Administration economic initiatives~ including the 
Middle Class Bill of Rights (Child Tax Credit, Education tax deduction, IRA expansion and 
the G.t Bill for America's Workers) and increasing the Minimum Wage. (NEe) 

Objectives: 	 . 
• 	 To advance these issues with Congress as appropriate and ensure that they continue 

to be in the forefront of the Administration'$ economic pla.nning and strategy. 

Goal: To organIze a continuing series of Presidential regional 'economic conferences 
highlighting the Administration's economic successes. (!...nnclHolstein) 

Objectives: 
• 	 On June 27th. the Pacific Rim Economic Conference ~~ the second in a series' of 

regional economic conferences -- 'will be held in Portland, OR. Additional 
conferences in the Northeast, M~un,ain West, and Midwest \\ill follow. The 
objective is to maximize local and regional media attention to the successes of the 
Clinton economic philosophy and programs. 

Goal: Develop tax reform/simplification policy options that promote (i) fairness, (ii) 
simplicity, and (iii) efficiency, while assuring revenue neutrality. 

cc: Erskillc Bmvlcs, Harold Ickes 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM 

To: Tom O'Donnell 

From: Tom Kalil f,4 K 
Re: NEe accomplishments. areas ft)f improvement 

Date: October 13, 1996 

This memo discusses the NEe's accomplishments in the aren of technology policy 
and the National Information Inl'rastructure. In these areas, the NEe staff was part of a 
small White House "team" thaI included the Office of tne Vice President ID1d the Office of 
Science and Technology Policy. 

The NEe plays a variety of roles: including: 

!. 	 Serving as "honest hroker" 111 the development of cummon Administra1ion
wide positions; 

2. 	 Generating "new ideas" and helping 10 set the Administration's agenda in a, 
particular poticy tlrCa; 

I
3. 	 Serving as an advocate for Prcsidcnlial priorities nolh internally (within the 

government) rind externally (broader public); 

4, 	 Interacting with specific "policy networks" (Congressional committees. 
agencies, companies, pubHc interest groups, industry RSSoc1ations, spt.."Cialty 
press, the "attentive" public, etc,). 

I f>pcnt more of my lime on 2~4 than L The reason for this is dear, Although some 
policy areas were controversial (e,g, encryption) and required inteNlgcncy deJibcratiun, 
many did not. No agency was against using the Internet to disscminalc more jnformation, 
but few members of the Cabinet nnd sub~Cuhincl were aware of its putentiaL No agency 
was against connecting all schools to the Internet by the year 2000. but actually making it 
happen will require the cooperation of Icachers, CEOs, goveraors, local commultttics, etc. 
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Specilie NEe accomplishments arc outlined below: 

I. 
A. Tcc~nology policy 

1. 	 Wrote (with OSTP) Technology jiJr America's Economic Grow/h. This was the 
February 1993 document that sct the Administration's technology policy. 

I 

2. 	 Helped 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 FY97. 

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

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

- 1 	 Strong support for basic research at NSF and NIH. 
I 

An increase in the national lab budgets devoted to technology transfer. 

Increased funding for specific technologies such as environmental technology, 
renewable energy, high~performancc computing and communications, the 
"Clean Car", etc. 

Th(: I04th Congress targeted some (although not all) of these programs for 
elimination, but the White 1·louse was able to secure some level of funding for them. ,. 
3. 	 I·iclped manage Administration's relationship with important industry sectors. An 

dample of this was the annual meetings with the CEOs of the computer industry 
held 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. 

5. 	 Fought for extension of the R&E tax credit. , 	 . 
I 
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B. Natioilial Information Infrastructure 

! 
l'. 	 Helped draft the Administration's September 1993 NlI Agenda /iJr Action and 

February 1995 Gil Agenda for Cooperation. These documents sct thc 
i\'dl11inistration's agenda in a varicty of arcas, including: 

- j 	 Telecommunications reform; 

Spectrum allocation; 

-, 	Information policy (privacy, security, intellectual property, 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 
disabilities, etc.; and, 

-	 International cooperation/market access. 

2. 	 Wi1h OSTP and the Commerce Department, established the Information 
Ir~frastructure Task Force. This was the organization that was responsible for 
implementing the Nil Agenda jiJr Action. 

The NEe tasked the IITF with developing a series of 14 white papers on Nil 
applications. 

3. 	 I)'rafted the Executive Order that established the NIl Advisory Council. This led to 
hroad private sector support for the Administration's goal of connecting every school 
a~d lihrary to the "information superhighway" by the year 2000. 

4. 	 Worked with OYP to negotiate a telecommunications bill that the President could 
sign. The Telecommunications Act of 1996 was the first major legislative reform in 
62 years. 

I 
5. 	 Served as the national coordinator for the 11 0-7 Global Information Society pilot 

projects. 

I 
6. 	 Helped develop (with Paul Dimond and others), and implement 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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7. 	 L~mnchcd (with OVP) the Leland Initiative, a program to c.xpand Internet access in 

20 African countries, 

8. 	 Dcvelopl:d the "NGxt Generation InternetI' initiative announced by the President on 
October 10, 1996. 

9, 	 Developed an Administration policy on siting of wireless f(lcitities that is designed 
to allow roll-Olll of ncw wireless services while protecting environmental concerns, 

10, 	 Served as (In advocate tor cxp(lndcd government use of the Internet for: 

Dissemination of government information; 

Delivcry of government services; and, 

Two-way interaction with the public. 


1 L 	 Helped dcvelop Administration's policy on hcallh care applications of the NIl, 
if!cluding: 

HCFA reimbursement for tdemedicine on a pilot bnsis; 
Increased availability of consumer health information; 
Govcrnmcnt~widc database of tclemcdkinc projects; 
I)rivaey of lnl:oicai records. 

\-Vh:)t 	 could the NEe have done better'! 

1. 	 Better urliculation of un ovcmll "NEe agenua," It would have been helpful at the 
beginning of each year to identify lhc "top lO" list or things thc 1\EC Chair and starr 
wnnt to accompJish. 

2. 	 More teum\vork between NEe stafe The atmosphere was vcry collegial, and there 
\vas: cOllpcmtion on an au hoc basis, but there is dclinilcly room for improvement 
Examples: 

Exp1omtion by several NEe starr of the "new economy." 

More sh,lring or lessons learned on "t~lclics" and "process." 

• 	 Putting together n Presidential event 
• 	 Chairing an inter-agency working group
• 	 Getting: <In Executive Order signed 
• 	 Setting up a Federal Advisory Committee 

• 	 Effective working relations with other White I-louse offices 
• 	 Effective pnrticipation in the budget process 
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3. 	 Greater Icvcrngt; or talent. ideas. and cxpcrti~ both within and outside the federal 
government. 

4. 	 Closer working relationship whh OSTP. Although OSTP has significant resources 
(stoff, expertise) ~~ they lend to be less familiar with the overtly political process of 
n~oving un a/1,cnda through !he White Hou!\c. A closer NECJOSTP working 
relationship might have leveraged the compurativc strengths of the two 
organizations. 

5. 	 Morc active efforts to recruit people to sped lie positions within the government I 
wa;; rcpcati.:dly struck by the importance or having good pcopk at the sub-Cabinet 
level to develop and implement the President's agenda. 

6. 	 More attention to identifying "0UtS:' A "cut <Iud invest" strategy won't work without 
i~cntifyiog areas that arc of lower priority. [know that I certainly spend too much 
lime learning about the programs I liked and not enough time identifying low 
priority or poorly executed progrnms. 

5 




THE WHITE HOUSE 

WASHINGTON 

:)ctober 4, 1996 

INrOR!v~"TION 

MEMORANDUM FOR LAURII TYSON 
i 

FROM: ! 	 BOB KYL2~ .. 

UlEL BRIIINARr!l>/ L 
MJI.LCOLM LEEr'I'(... 	 J1'I 
HELEN NALSH~ 	 JlIV'" 

SUBJECT: . 	 NEe Record - International Trade' 

We thought it might make sense to respond to your tr.emo of 
Septeo.ber 26 by providing one memo for the entire I!".ternational 
Economics Group. 

I. NEC Successes 

A. NEe/NSe Generally: The International Office under the 
combined NEC/NSC has been one of the most successful innova=ions 
of the Clinton Administration. Most of the major international 
initiati'l!es ',;e are confronting in the post-Cold War world involve 
the "intersection of economic and' foreign policYI whether it j,$_ 

NAFTA, tl1e Uruguay Round, libera.lizatio;;. of export cont.=:.ls, 
economic sanctio~s policy, China MFN or a host of trade disputes 
involving important allies, The joint appoin:roent of staff to 
beth the NEC and the NSC has also had the benefit of reduci~g 
polley parochial.ism; it encourages sensitivity~to bo:h economic 
and foreign policy concerns. We think this kind of dual tasking 
should be used ~ore commonly in govern~ent. 

B. Leading/Coordir.ating Large Initiatives: The NEC has ' 
taken a leading role in virtually e~ery major international
economic initiatives of the Administration. As a general matter, 
the NEC: has been most effective in coordir.atin,9 policy. ltl) 
should avoid becom.ing operattonal. In the case of large, 
operat:9na1 initiatives (e.g., NAFTAJ Uruguay Ro>.:ndl the process 
worked best when a separate White House coord~nator was ~amed to 
lead the operational/Congressional effort. Even in these cases, 
howeved the NEC/NSC continued ':0 coordinate the policy,naking 
effort. Examples include: 

- f Nl\FTA: The NEC led an interagency principals process that 
ultimately led to the mnmentous decision to conch:.dc t.he NAFTA, 
NEe was instruw.ental in ensuring economic agencies! views were 

~ 

~ 
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fully aired. adding an importan~ domestic econorr.ic rat~onale to the 
foreign poliSY case for pursuing the agreement. The NEe 
convened a series of principals ane! deputies meetings to guide -key 
decisions dnring the negotiation precess. In the run'J:p to t::e 
Cor:g:res!O:ional vote l the NEC/NSC continued to provide policy 
guidance, complementing the opeJ:"ational directlon'provided by Bill 
Daley and ii'hite House staff. Since the NAFTA was ratified, the NEe 
has played a central coordinating role on ,controversial 
lmplementation issues. NEe decisions have s:ruck a care=ul balance 
between domestic political considerations, economic considerations. 
?nc foreign policy considerations in implementing the trucking 
provisions and responding to allegations of ir.jury by the domestic 
toma:o ;industry and the domestic broomcorn broom industry_ 

, Uruguay Round: The NEe led the pollcymaking process 
jnvolved in every step of the Ur~guay Round process I from the 
decisio'n to secure the initial fast track authority in 1993 to 
fi:.al n'e90tlating positions to P91icy decisions regarding the 
content of the implementing legislation. Again, the NEe operated 
most effectively when it left negotiating to USTR a:1d the 
Congressional effort to Joh!l Emerson, the White House ;;oordinator 
af the Congressional effort.' But Bo Cutt:=r. convened weekly 
meetings of a small interagency group that provided a consistent 
polic~aking foru~ for deciding the ffiulcitude of policy issues 
that needed to be addressed to secure final passage of the 
agreement,, 

- China MF!-,i: The China HFN process has gone through~ an 
eV01Utlo~ in which the NEe has developed an increasing ~eadership 
role. The first policy decision actually was made during the 
election campaign, when the President favored linking China MFN 
and human rights. The 1993 decision to continue that,l~nkage 
occurred through a fairly informal process led chiefly by NSC and 
State, with NEe playing a moderating but secondary role. , Largely 
because of dissatisfaction with the 1993 process/result, the NEe 
and NSC led a mere formal process in 1994 resulting in delinkage, 
The process probably took too long,. permitting interagency , 
disagreements to emerge publi=ly before the President made his 
decision. But the NEC/NSC process honestly presented all views 
to the President (including substantial data O~ the economic 
effects :of various options), then coordinated agency rollout of 
every dimensions of the ,announcement. 

, 
8y 1~94 and 1995, a by then formalized NSC/NEC Deputies 

group organized a;:l effort that won large Congressional majorities 
on this iss,ue. The 1995 effort i.n particular req~ired the White 
House to ,\<leave through numerous issues prior to the MFN debate:, 
missile firings in the Taiwan Strait; the ;:ing magnets issue; a 
burgeoning trade deficit; little progress on human rights and 
China r s failure to comply with o'..!r intellectual property 

••', 

, . , ,. 
',"J 

, . 
i 

http:econorr.ic


·3 


agreement. The breadth of these isst:es demonstrates why both JYEC 
and NSC joint leadership was critical. The NEC/NSC Internationa: 
EconotllC Affa1rs staff worked successfully to forestall 
alternative resolutions, coordinated cabinet level meetings with 
members of Co~gress and generated all of the Administrationls 
issue papo:::-s. Laura QEd Dan held countless meetings and 
b.!:'eakfasts "'J1th members to generate support. The NEe its~lf 
oversaw the intellectual property dispute that 'yielded, just 
prior to '::he MFN vote, a corruni tment by Cl:ina to step up 
enforcement against piraters of American CD's and software . 

. Japan Trade Polic;r: In prior Administrations,· Japan 
frequently played warring agencies against each other regardlng 
disHutes with Japan. Cne of the legacies of the NEe process has 
b~en to minimize th~s phenomenon by creating an NEe 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 past . 

. 
T~is began with an inte~sive process in 1993 to craft a , 

create :a ne'N' \'resul ts oriented" policy. The Framework }\.greement 
signed by the President in July 1993 has prpduced over 20 such 
trade agreements, including a s'uccessful' auto agreement. Exports 
in sectors covered by these a'gree::nents are up 85% -- total 1995 
exports are up 35% since 1993. ' 

At ::.imes, action has occurred in this area without 
interagency consultation: Examples include the decision to seek 
a new U.S.~Japan semiconductor agreement and various early 
decisionn in the U,S.~Japan auto dispute. But the NEe played an 
important role in steering the KodaJ< dispute to ,the WTO, in 
ensuring our objestives in a semiconductor agreenent were useful 
and J:"easonable and in creating more fornalized i:1teragency' 
consideration as the auto dispute progressed. Dan iaru110 has 
helped ensure Japan continues to uphold our bilateral insurance 
ag.::eement, and,has provided active oversight of our dispute o;ver 
civil avJ.ation, where our eeor-ornie stakes are enormous. 
Finally, the NEe has played a central role in articulating the 
Administrationts trade accomplishments with Japan, and ensuring 
thai: our clairr.s are well founded. 

- APEC: The initial decision to host the fi=st-ever 
APEC leaders meeting was developed through an NEe-led process. 
Since that time, the NEe has e.ffectively acted as the "sherpa'! in 
coordinating the policy process that leads to the APEC leaders 
meeting 'caqh year. APEC is sinllar to the G-7 in thae much of the 
preparatory" wor)! is carried out by economic agencies in 
internat i::mal meetings. The NEe ensures th"at the President 1 s 
priorities are reflected as initiatives are proposed a~d developed 
through APEC's myriad working group·s and rninisterials t negotiat.es 

http:negotiat.es


4 


the lead~r5 statem~nt, and briefs the President on his objectives 

for the leaders ;neeting. The NEe is also the primary point of 

contact fOl" the U, S. CEOs' who are· appoi:1ted by the President to· 

serve on the APEC Business Advisory Cou:lcil. 


FTAA: The NEe process 'shaped the economic agenda for 
the Suw~it of :he Americas, providing policy guidance to economic 
agencies as they negotiated the Summit declaration. , The NEe 
process led 'to the decision to pursue free trade in the hemisphere 
by 2005 -- the commitment that ultinately dominated the positive 
pres~ =overage of the sumnit. 

- Trade Messa~e: The ~~c has played an important role in 
coordinating t::e economic message on trade/ which has proven very 
effective in deflecting attacks and defending the record. The 
'tt."EC/NSC has developed and coordinated the Administration's message·, 
at critical junctures: during the lead-up to the NAFTA and Uruguay 
Round votes, defending NAFTA in the wake of the Mexican financial 
crisis, providing the rationale for China MFN renewal, and 
demonstrating the Sllccess of the Japan Framework Agreement. It has 
played an important role in ensuring consistency among agencies and 
in ens'.lring high a~alytica.l standa=ds· fo/:", all quant:tative claims. 

G-7 Summits/Hali:ax Initiatives: Overall, the NEe 
(through the s~erpai has taken the lead role in organizing all of 
the ann'.::>~l G-7 SU1'u;r,its. A good exalilple was the Halifax Su.'nmit for 
the whic:i the N'ECiNSC pressed, among other things/ for initiatives 
to address the possibility of future financial instability in big 
emerging markets. It is a good example of the White House exerting 
leadershlp to get ahead of potential problems., 

Export Controls: Probably more than any 
internati.onaleconom1c issue, export control policy involves 
policymaking among entrenched agency i'nterests with strongly 
differin9 views aI1d a long history' or distrust. The NEC/NSC has: 
beeh enor:-uously successful in cvercotf,ing these differences to 
secure lanrunark export control reforms. In 1993/ an NEC/NSC 
process led to the decontrol of $37 billion worth of U.S. 
te1ecoffil1'"unications and computer exports. To give so-me sense of 
the maghitude of this refOt'ffil whe:1 the Administration took office
nl:.l computers operating above speeds of 10.5 MTOPS (million 
operations per second) were controlled. The 1993 reforJ'l,s 
decontrol':"cd vlrtufllly all computers bel()w 1000 MTOPS. 
'Subsequent reforms" have also been achieved. , 
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c. 	 peyeloping Coordinate Policies/Thell'~es Involving_~~v~ral 
Initiatives 

Trip~~Pl~~: The NEC has also played a~ important 
role in bringing 'coherency to U.S. international economic policy 
and making sure our co~~u~ications strategy emphasizes it. A 
good example Dcc,urea 1n the fall of 1993/ when the 
Ad.rcinistration completed the "triple play" of .winning the NAFTA 
vote, launching' the leaders' APEC process and completing Uruguay 
Round negotiations. We both achieved and communicated a coherent 
policy, favoring opening !oreign markets and creating good jobs in 
the U.S. This triple play was repeated by another in 1994, when' 
the Administration won the Uruguay Round vote, held the second 
APEC leaders' meeting and convened the Summit of the Americas to 
launch the free trade process in this hemisphere. 

D. Ensuring Full Consideration of Economic Views, 

Sanctions: Over the, last two years, there bas been 
increasing resort to economic sanctions as a foreign policy tool. 
The, NEe worked wi:h the economics agencies to ensure that 
economic implications of possible sancti9ns, options were 
considered (e.g., Iran-Libya, Nigeria, Liberia, Surma, Vietnam).· 
We coordinated the legislative negotiations on the Iran and Libya 
Sanction,s Act of 1996 and the Cohen legislation cn Burma, We 
established a procedure whereby any agency action taking us down 
a sanctions path must receive approval from both Sandy Berger and 
Dan '1'arullo. . 

Economic Esp:"onaqe Legislation: '7he NEe broke red 
an agreement between economic ugencies and the law enforcement 
agencies on proposed legislation to crirninalize theft of trade 
secrets. The legislation had been under interagency 
considenltion for over a year I with agencies at loggerheads". ]\~t 
the same time, the Congress was co~sidering similar legislation 
that contained many problematic provisions. The NEe's 
intervention allowed agencies to agree on an Administration 
proposal that met econorr.:"c agencies' concerns while Ir,aintaining 
the core provisions that Justice and FBI believed were essential. 
Congress subsequently passed legislation that was modeled on our 
proposal. 

Eco;:omic Assista!l.cc: The NEe ensured that 
economic agencies views .and sound economic principles \!-Jere take!'. 
into account in the consideration of economic packages for key 
countries .. For example; we worked with the .NSC on assistance for 
Russia, ,and' at a critical t.ir:l.e in Russia's ::::eform efforts, we 
brought 'in outside experts to present the ·:;::ase to ser:ior NSC 
officialt> t.hat there was r.o 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 p:-ovided the analysis used to convi.r.ce senior Nhi te H01:.3e 
officials that was not flecessary or feasible. 

IT. ~reas of Im~~vement 

tr.e NEC has had a remarkable arnour.t of influence and 
positive effect, particularly for an entity that has existed for 
less than one administration. The points below are not meant as 
criticism as much as how the evolution of this institution sr.ould 

;-' ,con ...~:lUe. , 

A, Decisicnmaking Process: The NEC process has improved, 
but still eouid be.better. Early Deputies meetings were 
inconclusive or reopened earlier decisions. At the same time, 
the TPRG mechanism, which decided many routine trade issues, 
became moribund. The institution of weekly international 
deputies meetings with ~arly circulation of papers and agenda has 
greatly improved decisionmaking. Beyond this, there needs to be 
a ;r,ore' active !WG process to settle issues or sharpen them for 
Deputies consideration. This could be achieved by reviving the 
TPRG mechanism or by, adding more NEe sta,ff ,w'ith the understanding 
that t~ey ~vould chair these processes. Since USTR is unlikely 
formally to forfeit the TPRG relc, one solution may be to halle 
NEe playa somewhat greater IWG role as r.ecessary; while pressing 
greater TPRG activity when that is appropriate. 

B. Agency Drives Process Too Much~ A second problem has 

been that agencies sometimes advance their initiatives quite far 

.wit~out interager.cy review, foreclosing options once the NEC 

weighs in. Part of the solution is simply to better anticipate 

ini~iatives on the horizon and to insist O~ lower level 

interagency review (such as th!:'ough the TPRG). Hodest additions 

to the NEe staff might help monitor the full range of issues 

developing, 


c.' Coordination Between Domestic/International 
?olicymakin2; When the NEe was formed, there was much discussion 
of the need to coordinate domestic and international economic 
policy. Ne suspect that Laura/Dan may do som@ of thls, but there 
is very little discussion between, for example l the International 
~conom!c Group and Dorothy Robyn/Tom Kalil on how to structu~e a 
coheren't telecomrr.unications policy that links domestic and 
internattonal policymaking. This tands not to happen unless some 
pressing issue invokes bath dimensions, as was the case with the 
recent, ,go9d discussion over the position we should take in the 
wrro t<'l.lks 'on intellectual property. We de not have a specific 
sclut~onJ except to note that this is one area where the original 

,expectations for the NEe may be falling short. 

http:interager.cy
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D. 'foo Little At_tention Paid to AgencH:s: There have been 
situations in wh~ch the NEC/NSC paid too little attention to red 
flags correctly raised by the agencies. A good example is Global 
2000, , the trade initiativQ proposed by the NEC/NSC so~ewhat 
belatedly before the Naples G-7 Summit. Various agency officl.als 
warned that the proposal had not received sufficient vetting 
before the sunmit to be received successfully - and the~ were 
right. The lesson is that a healthy respect for agency expertise 
and career officials is warranted.  0 

E. NEe Role Vis-a-Vis Treasury: The NEe exercises fa::: 
greater interagency oversight role over other agencies Ie. g. I 

USTR) than over the Treasury Department. UndoubtedlYt some 
restraint makes sense, given the sensitivity of some Treasury 
issues,and Treasury's sensible handling of many issues. But some 
Treasury issues are not unusually sensitive and the unequal 
treatment is a sore point with USTR. We 'ought to give greater 
thought to the types of issues that should be reviewed and the 
appropriate types of processes. 

CC; 	 DAN TARULLO 
TOM O' DONNELL 

o. .~ 
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TH E WH ITE HOUSE 

WASHINGTON 

October 7, 1996 \ 

TO: TOM O'DONNELL 

FROM: MARK MAZUR ~ 

SUBJECT: NEC PLANNING ISSUES 

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

General:Achievements of the NEe 

Tbe NEe appears to have brought a necessary discipline to the policy-making process in 
the C!int~n Administration. As time has gone by, the role of tile NEe has become somewhat 
institutionalized. Now, many of the agencies expect any serious policy initiative jnvolving 
economic issues (at least on the domestic side) to go through a rigorous process where the pros 
and cons ortne initiative are debated. This process ensures that either a consensus is forged or 
the differences sharpened so tha1 higher level participants can make an informed decision. 

One aspect of the NEe's imposing discipline on the policy process is the requirement, 
accepted by all NEe agencies, that all new spending and tax initiatives be "paid for" in the sense 
of having revenue offsets. This usually places the onus on the proposing agency to generate a 
revenue item and pennils decision makers to weigh the oosts and benefits of a policy proposal in 
fairly concrete terms. This requirement has also prevented a "free for aU" 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 initialives. 

Another achievement of the NEC has been the ability to adapt to changing circumstances. 
Until the November 1994 election, the NEe presided over numerous discussions on how to 
improve, expand, or create discretionary spending programs. After that election, it became 
apparent that discretionary spending would be on a downward path in real and probably nominal 
terms. The NEe helped organi?.e the various agencies in the "budget wars" that occurred in late 
1995 and C<1.rly 1996. This endeavor helped the NEe 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 Portfolio 

I view my role at the NEC as having three components: (I) 10 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 Elgie 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, I 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 related issues. 

More ,\'ucces:ifuJ Efforts 

• 	 Generating several revenue raising items that Treasury included in its package for the 
President's balanced budget submission (e.g., a proposal to increase the caps on amounts 
t~at can accumulate in various trust funds without the related taxes being triggered oft) 

• 	 \"{arking with DPC, EPA, and Treasury staff to develop the Administration's 
"Brownfields" tax incentive and related proposals (included in the President's FY 1997 
Budget), 

• 	 Working with DPe statfto develop language on a demonstration program that the 
Administration used in its negotiations with Congress over Medical Savings Accounts 
(e!"'cted in August 1997), 

• 	 Working wi1h DPe and other agency staff to develop a proposal to provide health 
insurance subsidies for the temporarily unemployed (included in the President's FY 1997 
Budget), 

• 	 Working with staff ftom Treasury, Commerce, OMB. and Labor to develop a way for the 
agencies to share statistical data without compromising taxpayer-identified information 
(bililangunge introduced), 

• 	 Worl(ed with NEC, OMB. and HUO staff to develop and promote the homcownership 
capital gains proposal introduced by the President in August. 

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


, 

• 	 Wrote about half ofa Chapter in the 1996 Economic Report ofthe President that dealt 

with tax issues. This Chapter provided strong critiques ofbroad~based capital gains cuts 
and tt.e flat tax that have formed the basis for much of the Administration's response on 
these issues, 
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• 	 Wrote numerous articles in the Weekly Economic Briefing, with areas of emphasis being 
~ax 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: (I) the proposal to impose a "tax" or "tariff" on legal 
i~migrants 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 SlJCc('ss/u//!.-lforls 

• 	 Trying to get a serious discussion of tax reform into an NEC-Ied 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 ZoneJEnterprise 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 evaluation 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. 

:. 



THE WHITE HOUSE 

WASHINGTON 

October 7, 1996 

MEMORANDUM FOR TOM 

FROM: Ellen Seidma 

SUBJECT: The NEC 

The NEe'S Successes 

General 

1. Getting tha economic team recognized as a team and as a real 
player- in dom~.~tic:__ policy discussions 

There are two major elements of NEe success here: (1) making 
certain that discussions of domes-tic issues included 
consideration of economic elements. both economic issues 
intrinsic to the particular policy issues under discussion and 
broader macroeconomic impacts of potential policies; and (11) 
bringing team members together so that they could develop a 
coherent' and consistent message~ Both the 1993 budget and the,
1996 initiatives 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 
political levels -- the bureaucratic imperatives of the Education 
and Labor Departments io part because the discussion was in the 
language of economic growth~ A structural part o£ 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. 

1
2. ~.dding a coordinating device for non-budget issues to the 
OMS-based system 

OMB runs a very useful set of coordinating mechanisms in the 
budget, re:gulatory and legislative arenas. However, these tend 
to be one-issuQ-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, OMS is perceived as a player with a clear 
agenda, no,t an "honest broker." The NEe has provided a useful 
forum for development of policy on a broader basis, at a higher 
level .. 
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3. Creating a forum for dealing with. 1nherent~y inter-agency 
issues, ....~~ch as pensi0I?:~.r 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 
firmly in the hands of both the Treasury and the Labor 
Department. And no executive branch agency is responsible for 
securities law regulation, which is largely the province of the 
SEC. In these situations, as well as with trade, the NEe was 
able to establish an-g01ng interagency forums that allowed for 
coherent 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, ~ack of serious high-level interest on the part of 
the secondary agencies, and log-rolling made the process less 
successful~ For example, the Treasury was very conscious of 
wanting to do banking modernization policy by itself and ,once the 
NEC working group figured out that earthquake insurance was an 
issue that needed to be part of a broQder natural disaster 
policy, FEMA decided to pick up the ball and go home. 

Substantive successes 

1. Pension policy 

The NEC has helped take pension policy off the back burner and 
make it a real success for the Administration* The pension 
working group -- NEe. CEA i OMB, Treasury, OOL K PBGe -- started 
in March 1993 and has been working "together ever since~ It has 
developed two successfully-enacted pieces of leglslation~ 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 
d~velopment and, on occasion, event planning~ 

2. Urban economic development issues 

The NEC helped create a presidential, White-House-based urban 
economic'development policy that simply would not have come out 
of the agencies left to their own devices. The focus on 
encouraging private businesses and development rather than 
government programs. on protecting CRA, using the GSEs and 
establishing the CDFI fund would not have happened had HUD or 
Treasury been left to develop the initiatives. Later additions 
such as brownfields expensing and the more economic-development
oriented second round of EC/EZs also showed the NEe stamp. The 
NEC was also important in making certain that the first round of 
EC/EZs relied heavily on private participation and leverage. 
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3. Mar.itime subsidies and state infrastructure banks 

These two issues came early in the term and could easily have 
been disasters, because the Administration could simply have 
pandered to the spending advocates or could have listened to 
those who wanted to do away with all federal support for either 
the maritime industry and infrastructure other than highways -
politically thoroughly untenable positions. The NEe helped 
negotiate intelligent compromise solutions in both cases~ and the 
issues have never seriously resurfaced as problems. 

4. B~$e closure, technology 

[I hope you get some good stuff from Dorothy, because these were 
real NeC successes.] 

5. Homeownership, banking regulatory reform (including 
interstate), BIF/SAIF fix 

These are issues where single departments (HUD and Treasury) had 
the lead and did the vast bulk of the work~ However, the NEe, by 
bring~ng a White House presence to the issues~ was able to (1) in 
the case of homeownership. take a program that could easily have 
either languished or become another government spending program~ 
and help HUD keep it focused on partnerships and g~ve the 
Presiden1;, not just HUD, credit for it: and (i1) make certain 
that the banking issues became Administration, not just Treasury. 
priorities and that Administration priorities within the broader 
topiCS were developed and respected. 

General 

1. Letting health care, welfare refg~m and many of the initial 
environmental P911c1e~~~velop without suff~cient economic po1icl 
input 

These we're largely tactical decisions by Bob Rubin, and may well 
have been important 1n enabling the NEC to be successful in many 
other areas, but all these policies could have benefitted from 
greater NEe involvement. This is also a set of special cases of 
a broader problem: the extent to which the NEC can force policy 
development in areas where politically the beat choice appears to 
be not to have a policy at all. Sse Car Talk~ Retirement income 
security and civil legal issues, below. 
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2~ Losing much of 1.ts policY ..gevelopment focus after November 
1994 

After about November 1994, the NEC switched largely from 
assisting in the development of 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 interregnum; {ii} the Republican sweep in COngress, 

. which left the agencies (and the economic agencies in particular) 
prone to make their own deals on the hill and the President 
relatively weak through 1995; (11i) the continuous 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, a 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 initiatives. 

Specific, 
1. Financial services modernization 

This is one of the major issues for the next decade, and ono in 
which tpe government has an inherently important role, as 
regulator. as the center of the payments system and monetary 
policy, and as participant. At the beginning of the term, OMS} 
CEA, Treasury and NEC were ready to take on the issue~ which 
would have required a significant amount of both internal 
resources and outside assistanca~ For a number of reasons~ 
including Treasury's desire to handle the 'issue alone, enactment 
of a law mandating a Treasury study and commission to consider 
the issue, and thin NEe resources, we never pursued the issue. 
The result is that, while a fair amount of work has been done on 
the technology issues, the larger regulatory issues are simply 
going along with somewhat better coordination. but little serious 
policy development~ Whether the Administration would have been 
better prepared to work with congress on banking reform in the 
l04th had we gotte'n farther on the issue, or whether the Hill" 
landscape was going to make this a disaster anyway and we're just 
lucky nothing happened. is unclear. 

2. Disaster assistance reform 

The NEC working group that was'established after the Northridge 
earthquake was very effective in (i) stopping really bad 
insurance bailout legislation that was gaining serious momentum; 
and (ii) 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 focus and led to an 
unpleasant finale on the Hill. 

3. Car Talk 

It's unclear whether this was a success or a failure. By 
bringing a~l the parties together for a year in an unsuccessful 
attempt to reach some sort of consensus on how best to reduce 
greenhouse gas emissions from cars and light trucks, the 
Administration (1) demonstrated exactly how hard this was and 
(11) dodged calls for increasing CAFE at a time when politically 
the Administration did not want to do it, ~elaying the entire 
action until after it became clear even to the environmentalists 
that a press to increase CAFE was likely to be counterproductive. 
And I mt?reover~ 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 attempt to come to a positive resolution of a 
difficult policy issue, this was a failure. 

4. Retirement income security 

This is 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 NEe 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 
failure -- DPC and OMS are other candidates for the title -- but 
it's an area where one might wish the NBC had figured out some 
way to move the policy ball without hitting the political third 
rail. ' 

5. Ci·Jil legal issues with economic impacts 

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


