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"SUBJECT: Report on the First 100 Days' 

Attached is y~ur.report to the White: House on accomplishments by' 
the'Treasury Department during,the first hundred days 'of the 
Clinton Administration '. "It is drawn from reports 'subinitted by 
the Assistant Secretaries and Bureau heads, anqIsubmitted it to 
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MEMORANDUM FOR THE PRESIDENT' 

FROM.:' Lloyd'Bentsen 

SUBJECT: . Treasu:rY Department:l00-day Report 
'. " - . 

. . . 

This memorandum, provides you ,with a summary of major Treasury 
"Department accomplishments in the first 100 days of your
administration. ' 

'LEGISLATIVE ACCO:MPLISHMENTS 

/,preparingand Selling the President 's Economic Plan'" 

The TreasW:'YDepart~ent ,'as the Administration 's lead department, 
on economic, policy, has·craftedthe,details of the President.;s 
economic plan· and· is working to broaden support both in Congress 
and in thebusiness,community~ 

. ~ ',; . - ' "', , . . - .', . , " '. ' . 

Treasury's Office of Economic Policy assisted the Secretary in 

preparation of his testimony to Congress on the necessity and , 

effectiveness of the President's plan. The secretary testified 

before,' the House and Senate Budget ,committees, the House" 


,Committee on Ways and Means'; and the Senate Finance Committee. 

The budget resolution was subsequently passed with ~ome" 

modifications , but it encoI;l\passesthe heart of the President's., 

long...term'plan to restore sustainable growth. to the American 
. .. . . , . . . , '.':' 

economy., " 

'Treasury's, Office of Tax policy' led the d~vE!lopment of the ' 
,revenue proposals contained ,in the president's economic plan. ,It 
,also published the "SummarY,of the Adniinistration ',s Revenue 
proposals" (the.Green 'Book) and the "supplement of the, , 
Administration's 'Revenue Proposals," 'both of basic::.iniportance'in 
explaining 'the Administration's revenue raisers, to the Congress'
and the, public: • ' ' 

'The Secretary's Office and ,the Office of Public Liaison are , ' 
working to garner business support for the plan. " At this.time, 
some 100.companies and business associationsha:veendbrsedthe , 
President"seconomic package,including more than a doz,en oil and 
g~s companies whose support was obtained 'by Treasury. ' 



Extending the Debt Limit 

The Secreta.ry submitted to the :Congress legis::Lation drafted. by 
the Office of Domestic Finance to raise the statutory ceiling o.n 
debt. Despite the history of. debt-limit extensions as occasions 
for legislative grand-standing, 'a debt limit extension was . 
quietly passed before Congress adjourned for the Easter recess. 

Health Care Initiative 

The Offices of Tax Policy and Economic policy' are both assisting 
'. in' the. development of. the Administration's health. care 
1nitiative. . 

Community Reinvestment Act 

The.Office of the.Comptroller of the CUrrency' COCCl. has chaired, 
"workingwith the White House and other departments and agencies, 

an effort to. revise the Community Reinvestment Act CCRA). A . 
.program to reviseCRAhasbeen agreed upon, pending Presidential 

··approval.Ifadopted, the program will be a major .step toward. 
',fulfilling the President's campaign promise that CRA.shouldmean 

performance, not paperwork. . " 

. Nominations & Confirmations 

Four Presidentia-l appointeestosemate-confirmed posts have .been· 
·confirmed by the senate as qf-April 12: . 

'. Lloyd Bentsen .;..secretary of Treasury 
. Roger Altman - Deputy Secretary: 

Larry Summers :'-·Under Secretary for International' Affairs 
Eugene Ludwig' ... Comptroller of the Currency" . 

Nominating papers for four more 'TreasurY-appointments have be~n 
serit to the Senate by the Wliite HousEa , but·the Senate has yet to· 
act on the nominations: " 

: Frank Newman for Under Secretary- for Domestic Finance 
. Ron Noble for ,Assistant Secretary for Enforcement 
Les Samuels for Assistant Secretary for Tax Policy 
Jack DeVore for Assis.tant Secretary for Public Affairs" 

.The President has announced his intention" to nontinate seven more 

. Treasury officials 1 nominating: papers" have not yet been drafted: 


." : . . 


Alicia Munnell for Assistant Secretary for Econoinic Policy. . 
,Michael Levy for Assistant.Secretary for Legislative. Affairs' 
Margaret Milner Richardson for Commissioner.ofthe Internal. 
. Revenue Service ' . 
Jean Hanson ·forGeneral.Counsel 
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Jeff Shafer for Assistant Secretary. for International 
Affairs,' " .' , . 

George Weisse for commissioner of the customs Service 
George Munoz for Assistant Secretary: for Management 

. . : .."...'. . .. . 

REGULATORY ACCOMPLISHMENTS, 

Attacking the credit. Crunch, 
.' . . 

. ...",. . 

Treasury Department and the OCCare leading a joint effort with 
,the Office of Thrift supervision, the Federal Deposit Insurance' 
Corporation, and .the Federal Reserve System to increase credit 
availability without undermining public faith in lending . 
institutions. ,This initiative is expressly targeted to., increase " 

'credit available to small and mediUm-sized businesses and farms ~ 
'~enterprisesthathave been particularly hampered by the ..credit . 
crunch. One key part of this effort has' already,been ' ' 
implemented, and several other actions should take. place during
April. " ' 

~ .' . . '." . . 

The Interagency,policy onDocum~ntatiori for Loans to Small ~nd' 
Medi '(lm-si zed Businesses and Farms has already ,been issued. This 

"policy will allow. highly rated banks that are at least adequately 
capitalized to make loans to small and medium-sized businesses 

"and farms with less documentation th~m previously required. 
Careful limits on the use of this policy'are designed to reduce 

, the red tape, and paper work drag on such lending without 
underIllining the soundness of participating institutions. 

The'OCC and the 'other bank regulatory agencies plan to take 
additionalactioris by the,end of April: ' 

,1., 'Int;eragency Policy on Defini tionand Application ,of 

:"otherAssets Especially Mentioned." 'The'agencieswill provide 

,additional guidance to bank'ex:aminers to assure that their 'loan 

review procedures do not inadvertently discourage barik lending by , 
implying inappropriate criticism of ,loans banks have made. ' . 
.' .. . . .' . 

, . 2 • Proposed Rule on real Estate Appraisals.' 'The agencies ' 
will propose to raise the threshold requirements, for real estate 
appraisals. This rule ·will decrease'banks'regulatory burden and 

'increase bank real estate lending by reducing the number of ' 
""transactions for which licensed or certified appraisals will ,be 

required.' : ' 
. ' 

3. Proposed Rule on, other Real Estatedwned. TheOCC ,will 
'propose ,to update, its rule to include new financing arrangements 
in, connection with the sale of bank-owned real estate. This rule 
will eXpand the market for bank.:....owned real estate." 

4. Interagency Policy on Valuing Real Estate . The 

'agencies will work with their examiners to erisure that loans, 




secured by real estate are evaluated in accordance with pOlici~s

that are ba.sed on the borrower's ability to pay· overtime, rather 

than,on the amount ,a seller would ;receive if the, property were 

liquidated. . . 

Resolution Trust corporation, 

The Treasury Department is seeking'RTC funding and has'initiated' 
a ,reform of the RTC to, complete the savings and loan clean-up as 

. soon as possible and at the 'lowest cost to taxpayers. Secretary 
Bentsen has established nine administrative reform initiatives to 
place the RTC on a sound management footing and,ensure'that it Is 
managed more efficiently ,and responsible. Deputy Secretary 
Altman has been, appointed as the RTC's interim CEO and will 
oversee ,the reform initiatives. ' 

.Combatting Discrimination' .in 'Lending 
" - "',' , .' -.' 

The OCC expects to announ,ce by April 16,newproceduresfor' 

examining 'national banks for racial and ethnic discrimination 'in 

residential lending.' Under the new procedures, barik examiners 

will determine whether. a bank's application process for 

'residential loans has produced the same lending decisions for 
minority applicants as for non-minority applicants with 
equivalent qualifications. Bank examiners will also determine, 
wh.ether :the bank gave equivalent .assistanceto all potential 

'borrowers during the. application process, regardless of, r~ceor,
ethnic origin. '..' , 

Reducing the'RequlatorYBurden
"on Thrifts, . 

In addition to participating in the previouslymentibnedeffo~ts 

to combat the ,credit, crunch, 'the Office . of ThriftSupervisiori has' 

taken several actions to reduce unnecessary regulatory burdens on. 

thrifts. 


The final· rule on Savings Association Sembership .in the Federal . 

Home Loan Bailk System provides that in tw,o years, membership in a 

Federal Home Loan Bank will no longer be required for'state-' 

chartered si:ivings associations. FHLBank membership will remain 

mandatory for federally chartered savings associations pursuant 

to statutory requirement~ but. Congress is urged to consider the 


. issue. . 

In addition,' theOTS . has begun to negotiate cooperative ' ,.' . 

agreements withindiyidualstatethrift supervisory authorities 

to reduce the regulatory burden "and el'lhancethe 'effectiveness and 

.efficiencyof the regulatory, process. . 


'. ' 

·i ," 



Debt Xanaqement 

The Department ,is in the midst ofa thorough study of the best ' 
,maturity mix 'for Treasury borrowing. Results should be available 
by May 5 and will ,inform future debt management ,by'the , 
Department. In a.ddition, Treasury lowered the gu~ranteed minimum 
rate 'on savings bonds from six percent to four percent, saving, 
morethan'$2 billion in interest costs over the next five years. 

Auction· Rules for Treasury Securities 

, ',The Departm~nti sBureau of Public Debt published a Uniform 

'Offering'Circular for thes~le. of Treasury Marketable Securities 


,onJanuary,' 31, 1993~ , The new rules, which went into effect March 
1, consolidated, into one document the terms and conditions for·' 
,the sale of marketable Treasury securities which were previously 
found in,avariety of documents. The new rules reinforced the 
integrity of.theauction'process by clarifying the relationship: 
between'bidders, submitters,· and, customers;. opened the auction to 
wider participation; and emsured that a single bidder could not 
receive more than the 35 percent limit for a particular issue of 
securities. . ' 

. '. ,. 

,Transferpricinq ~customsService 

'There is widespread 'sentiment that some,international. 

corporations evade a portion of the tax liability on their U.S. 


"earnings bY'111anipulating the pricing of mercha.ndise exchanged by

their U.S. and foreign subsidiaries. This iS,referred to as the 


" transfer-pricing problem, an,d it' has implications for 'the: ' 
competit~veness'ofU~S. businesses that are disadvantaged by the 
phenomenon ,'and 

'",' 
for revenue 

. . 
collections by the', federal government.

. 
, 

, 	 .' ',..', 

To· better combat abuses in this ar~a,theTreasury Depart~ent's 

u.s. customs service has established a special valuat:ion center 

which will be responsible for'coordinating all appraisement and 


,uniformity issues related· to imported merchandise and " .' 

, dissemination of valuation information to the trade community. ' 


"Customs 	believes this effort will result ,in more effective 
, enforcement of.revenue-related laws, generate additional revenue, . 
an~ provide for, greater equity in international trading ~ " 

. 	 . '. 

',Transferpricinq.'- 'IRS' 

The IRS, with TreasUry's Office of Tax Policy, has developed an 
"iricreasedenforcement, initiative in ,the Section 482 ,transfer 

pricing area. 



sanctions on s~r~ia'aJld Montenegro 

The Treasury Department's Assistant Secretariat for Enforcement 
, and its Office of Foreign Asset Control have worked closely with 
the state Department· to improve u.s. sanctions on Serbia and 
Montenegro.and implement that aspect of the President's policy on' 
Yugoslavia. They helped draft a united Nations Security Council 
resolution ;strengthening the sanctions . and applying them to Serb
controlled ,areas of Bosnia and Croatia • The Off ice of Foreign 
Asset Control'isalso.activelyworking to' enforce the sanctions 
in coordina'tion with other l'lations. . 

REINVENTING. GOVERNl\1[ENT 

Resltructurinq at Treasury's Departmental Offices . 
. 	 . . . ," ': ", - ." ,... . : 

The Departml::mt is implementing' the President's Executive Orders . 
and Directives on reducing' perks, cutting. payrolls, decreasing 
administrative expenses, '. E!upporting administration-wide policy 
goals in innovative<ways, and providing better service to the 
public. While progress'is still underway,the 'following changes 
have already been implemented: 

. * Each Treasury bureau has been given reduction 

targets for eliminating at least four percent of its civilian 

personnel positions over the next two-and-a-half fiscal years, 

and bureau· plans forcarrying.outthe reductions are.being 

developed at.' an accelerated. pace. 


* Each Treasury bureau has incorporated into their 

fiscal year 1994. budgets a three percent '. reduction in 

administrative expenses'.' 


* steps are being taken to cut in half the 

Department's fleet of·executivevehicles. 


* GasOline-poweredvehicies'in the Departmental 

Offices are in the proces~of being~replaced with natural g~s 

vehicles. 


* '. Subscription costs are. being reduced by eliminating. 
unnecessary newspaper and magazine subscriptions. 

Electronic Benefit·Transfer· 
. . 	 . . 

The Treasury Department i s' Financial' Management service .. is 
operatinga'pilot program that delivers multiple government 
payments through a Direct'Payment card, used like the automated. 

'. 	 teller machine (ATM) .. cards issued by banks. currently over 5000 
recipients in the Houston area use Direct Payment Cards instead 
of checks to receive. benefits such as Social security,' 



, .', 


Supplemental Security Income, Railroad Retirement Disabilities 
and Annuities, 'andVeteranspensions,a.nd disability compensation. 

Recipients 'who have participated'in the Electronic Benefits 
Transfer pilot program overwhelmingly supportit,reporting ,that' 
the plastic access card offers the following advantages over 
paper: safety and convenience, greater security, lower costs by 
eliminating check'cashingfees,' anq, improved service to benefit 
recipients. There are an estimated eight million direct federal 
benefit recipients without bank accounts who could potentially 
benefitfro:m large-scale adoption of this program. ' 

Downsizinq and streamlining' at the Office of Thrift, Supervision 

'By the end of April, the Office of Thrift supervision COTS) will 
have cut agiency ,staff by 3. 6. percent' since the peginningof the 
year. In addition, OTS, has undertaken an,~xte:nsive review of , 

,several of its functions to improve :effectiveness and'efficiency. 

'OTS is also in the pro~ess of reducing the amotmtof office space' 
'it leases throughout, the united States', saving taxpayers 'millions 
of dollars over the remaining terms of the leases. 

\ " 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

SECRETARY OF THE TREASURY 

December 30, 1993 

MEMORANDUM FOR 	 JOHN PODESTA 
ASSISTANT TO THE PRESIDENT AND STAFF SECRETARY 

FROM: 	 LLOYD 'BENTSEN~ 
SUBJECT: 	 STATE OF THE UNI·ON ADDRESS 

Thank you for the opportunity to provide input on the State of· 
the union Address. Rather than suggest any single theme for the 
entire speech, let me·outline a variety of ideas that'might fit 
into a larger framework. Many of the examples are Treasury j' 

related, lOut I'hope the, themes and the examples.have relevance 
for the entire government. 

Specific :~ssues: 

I have only two specific requests for inclusion in the Address. 
If we are going to pass legislation to consolidate the four 
banking regulators, we need to send a strong signal of the 
Administration's commitment. The proposal is good policy and 
good poli'tics. I hope that the President would specifically 
mention this initiative. -- perhaps as part of the NPR. 

·1 also hope that the President might express his support for the 
multilateral development banks (World Bank, IMP, etc.). Congress 
traditionally cuts the Administration request for funding thus 
increasing the amount we owe these institutions and reducing o~ 
influence. These organizations play a crucial role in 
implementing Administration policies in Russia, the WestBailk ~nd 
developing nations. '. They have begun, to respond to U.S. calls for 
reform, but we will only make progress if we meet our financial 
commitments. . 

General Themes: 

The economic recovery has begun: The President should take
credit for improving economic conditions. Deficit reduction has 
led to lower interest rates which have helped interest';'sensitive 
industries like housing and autos. We're making crucial 
investments; we're addressing the credit crunch; we're opening 
markets. The economy is turning around. ' 

. I . 

The President was elected to implement change and he is 
fulfilling that promise: He's taking the country ina new . 
direction and even if people don't agree with every one of his 
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policies, weare all 'benefitting from an end of gridlock and a 

flow of new initiatives. ' 


The Balanced Budget Amendment: The vote on the Amendment will be 

looming. The President should use the Address as an opportunity 

to express his opposition and offer his alternativ~ -- a goal, 

another mechanism, or, a reiteration of what we have already 


'accomplished. We need to remember that we can"t b'eat something 

with nothing. 


The President is willing to make tough choices: The President 

should take credit for his actions to date (deficit reduction, 

252,000 Federal job reduction, push for NAFTA when many predicted' 

failure) ,and for his continued commitment (FY 95 budget meets 


,caps, campaign finance reform). We need to remind the Congress 
and the country that while the President has the ability to build 
a consensus, he also has the strength to fight for his beliefs. 

Health Care: This issue is so fundamental that I assume it will 

be included., I hope the Address might highlight two facts: 

first, the debate is now about what kind of reform, not whether 

we should have reform; and,two, health care reform is essential 

to our long-term economic security. 


, 	 ' 

. 	 . ' . . .' . 

The Administration is committed to reducing regulatory burden: 

The Repubiicans like to portray Democrats as the party of 

government. regulation and red tape. ,We should fight this 

perception (which will only grow as the health care debate 

intensifies). Examples inclpde what we have done already (credit 

crunch in:ltiativ:es, Executive Order on reducing regulations by 50 

percent) and what we. propose to do (Superfund reform ~- which the 

President mentioned in his first State of the Union, bank ' 

regulatory consolidation). Less regulation means more efficiency 

and lower costs to consumers. 


The President has brought honesty back to government finances: 

For years the President's budgets were dead, on 'arrival in 

Congress. Partly it was politics, but part of it was that they 

did not have any credibility: the only number that added up was, 

the deficit ,which kept, on growing. We have presented honest 

budgets 'with honest projections. This theme worked well in the 


,first Stat:e of the Union and bears repetition. 
, . 

The President takes the concerns of business seriously: You 

might com:dder the following rhetorical questions: ' 


, 	 ' 

" 	 , 

o " 	 When was the last time you saw a Democrat stake his ' 
career over a free, trade agreement the way this President 
did on NAFTA? ' 

o 	 Wh'o would have guessed tliat this President would become 
personally involved in helpi~g U.S. businesses sell their 

-2
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products overseas? Or how about the way we have tackled 
export controls. to let more goods go abroad? 

o 	 Which reporters would have thought that this 

Administration would come up with new. Community 

Reinvestment Act regulations that bankers almost 

universally support? . 


o 	 Who would have thought that our first budget would earn 
the endorsement of major small business organizations? 
Who would have predicted that the President would meet .. 
ealch week with CEO's and small business leaders? 

This Administration knows that the country can't grow without a 
healthy banking system: That's why our credit availability 
initiativ.~ stripped away needless regulations which hindered 
credit fOlt" small businesses and consumers. We reformed the 
Community Reinvestment Act to insure credit for undeveloped 
communitic~sand small towns. And we will continue these efforts. 
We will u~ge Congress to pass the Community Development Bank 
legislation which has now passed the House, and consolidate our 
four banking agencies, in order to reduce the cpst to taxpayers 
and the burden on banks. 

crime: I know that crime is under consideration for a major' 

portion of the speech and hope that it might include some less 

glamorous but essential issues like reform of Federal Firearm 

Licensing (FFL) and computerization of gun records at ATF. Ari 

ATF/New Yc)rk Police Department pilot project thC?t checks tlle 


. backgrounds of potential gun dealers has demonstrated the 
importance of licensing, reform: before the project began, 90 
percent of all dealer applications were granted; since the 
project began, 90 percent of all applications have been withdrawn 
or denied. 

Promoting prosperity abroad helps underwrite our security and 

strengthen democracy. Supporting reform in Russia, the FSU and 

in Eastern Europe, assisting in the reconstruction of the west 

Bank and Gaza, and preparing ,the economic foundations of 

political reconciliation in South·Africa are. strategic

imperatiVf~S as much as they are economic imperatives. The 

Internatic)nal Financial Institutions, now commemorating 50 years 

of development,efforts,'will playa critical role in the overall 

U.s. development assistance strategy to meet these challenges. 

. 	 . 
Expanding trade is the best engine of growth. with NAFTA, the 
Uruguay Round, and APEC, this Administration has had the most 
ambitious and successful trade agenda since World, War II. We· 
need to build on this momentum with new regional and multilateral 
initiatives -- in the rapidly growing regions of Latin America 
and Asia and in those sectors which represent our economic future . 
-- like financial services, ,telecommunications, etc. We ~anonly 
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compe~e if we continue to keep our markets open as we encourage

other countries to open their markets to u.s. products~ 


Our economic ,future lies increasingly with the emerging markets~ 
Just as we can no longer view'our strategic interests through,the 
prism of containment, our foreign policy must now ~eflect our 
eccmomic 'stake in growth and access to the 'rapidly growing 

'markets of· the future. with the Seattle Conference of APEC Heads 
of State, 'the APEC Finance Minister's Meeting, and the upcoming 
Latin Summit, we are creating a new diplomatic architecture -
focussing on our economic interests -- to complement the 
structures created among the industrial countries of the west in 
the afterllDath of World War II. . 

Security: The President might reemphasize his commitment to 

security: health, safety and economic. 
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WASHINGTON. D.C. 20220 
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January 22, 1~5 

MEMORANDUM FOR THE PRESIDENT 

THROUGH: ' SECRETARY ROBERT E. RUB~ .'c... \(. 

FROM: ' MICHAEL BARR 1dJA~, 
SPECIAL ASSISTANT TO THE SECRETARY 

SUBJECT: 	 YOUR REQUEST LAST NIGHT FOR ADDmONAL MATERIAL FOR 
YOUR STATE OF THE UNION ADDRESS' , 

In your CQnversation 'last ,night with Secretary Rubin, you requested additional information on 
two subjects for inclusion in your State of the Union address: 

1. ' Access to capital for small businesses, particularly in urban areas. 

2. 	 Data showing that the U.S. has accounted for nearly all the job creation in the major, 
industrial nations over the last several years. 

1. 	 Access to capital 

Dealing with the problems of our cities is critical to the economic and social health of our 
nation. Your empowerment approach to move inner city residents into the economic ' 
mainstream includes investment in human capital and access to financial capital. 

We have a real opportunity, given sufficient resources, to take your community development ' 
banking initiatives to scale over the next five years. The CDFI Fund provides seed capital 
and leverages p,rivate capital through loans, grants and equity investments to community 
baSed banks, credit unions, loan funds, and, even new community development venture 
capital funds.ln tum, these entities make loans and investments to help grow small 
businesses and rebuild neighborhoods, and they help people find jobs and start businesses. 

Moreover, we are taking steps to advance micro-enterprise lending, an approach that you and 
the First Lady have encouraged since your days in Arkansas. Micro-enterprise lending puts 
money into the hands of low income entrepreneurs who need very small amounts of capital, 
for example, for a tailor to buy a sewing machine or a mechanic to buy special tools. 

) 

It has had remarkable success in low income areas in other countries and might well here too 
if applied on a broad scale. As you pointed out in your conversation with Secretary Rubin 
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last night, US AID is providing .small loans to over 60,000 poor Hondurans. About 89 

percent of the borrowers are women entreprene4rs who receive loans of less than $300, to 

. invest in agricultural and other micI'O-i!nterprises, and educate their children. 


You have asked Treasury to launch a new domestic micI'O-i!nterprise project through the 
CDFI Fund, including the coordiIiation of programs in other parts of the federal government. 
Moreover, at your direction, the CDFI Fund will soon establish a Presidential awards 
program for micro--enterprise lending, just as large American corporations now compete for 
the Baldridge A ward. 

We recently issued our first call for CDFIs and mainstream financial institutions around the 
country to apply to the Fund for assistance and incentives, and the response thus far has been 
encouraging. Unfortunately, so far Congress has ortly-provided $50 million for the CDFI 
Fund (in the rescission package), and they have zeroed it out in this year's budget. 

The themes embodied in cipital access for community development -- locally-driven 
partnerships with the private sector, entrepreneurship, jobs and economic opportunity -- are a 
perfect foil to the Congressional majority's efforts to dismantle both human capital 
investments and economic opportunity programs essential to rebuilding these communities. 

Moreover, you could use your address to challenge all Americans to do their part. In 
helping to rebuild our nation's communities, no one can afford to sit by the sidelines. That 
fact has driven remarkable progress in the last decade, as community-based development has 
brought homes, businesses, jobs, and renewed hope to neighborhoods across the country. 
Businesses and banks, nonprofit intermediaries and foundations; community groups and civic 
organizations, state, local and federal government, have joined together to make it happen. 

2. Job Cn~tioD 

In Secretary Rubin's memorandum to you of January 16, he noted that the United States has 
accounted for nlearlY,all the job creation in the major industrial nations over the last several 
years. Last nif,ht, you asked Secretary Ru~in for additional information. 

During the last three years, the United States has created 7.7 million new jobs, while the rest 
. of the G-7 combined has seen a net job loss of around . 300,000 .. 

\ 

Among the G-7, only Canada comes close in showing the rates of job growth that we have 
enjoyed in the United States. Much of Europe has seen job losses over this period and 
continues to struggle with high structural unemployment rates. 

-cc: 	 Bruce Reed 
Don Raer 
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Job Growth in the G7 
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United States Japan Italy 

Canada Total Non-U.S. Germany France UK 

Source: OECD and National Sources 
Civilian Employment 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D,C, 

SE~RETARYOFTHET~~ASURY 

January 16, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: SECRETARY , ROBERT E. RUBIN 11.1 ~. 
SUBJECT: Your State of the Union Address 

Introduction 

The following is not a comprehensive recommendation, but covers instead three areas: 

. , 

* first, policy and rhetoric with respect to business; 

* second, the economy, urban issues and taxes; and 

* third, law enforcement. 

I. Addressing Business in the State of the Union 

Addr,essing the role of business iri the President's vision for 21st century America 
requires strildng the right balance between recognizing that it is because American businesses 
have been uniquely willing to respond to a changing world by innovating, investing, and 
restructuring that America's economic position is today so strong (a prosperous 21st century 
America requires dynamic flexible companies), while recognizing that mass layoffs are a 
sour~ of inseCurity and concern and the benefits of prosperity are not being shared by all. 

Pitfall 

f' I believe it is very important that the State of the Union avoid rhetoric that will 
appear anti-business, and I have'little doubt that in the context of a Democratic President's 
State of the Union Address, the term "corporate responsibility" is likely to be seen this way. 
Such rhetoric could fuel perceptions that your Administration has reversed its earlier 
constructive attitude 'toward the competitiveness of American business and the American 
economy and is reverting to what is perceived as the more traditional Democratic position of 
being anti-business and too willing to sacrifice growth for other objectives. 
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It would be very unsound -- as a matter of policy -- in the name of "corporate 
responsibility" to call into question the basic premise that corporations should seek to 
maximize pr~Dfits within regulatory constraints set by government. Notions that' corporations 
should serve many constituencies or stakeholders easily lead to non-competitive companies, 
fewer jobs, cmd lower standards of living. European experience is that such approaches often 
benefit workers only in the short run, and actually raise unemployment in the long run . 

. Europe, as you know, has persistent 10+ percent unemployment, virtually no job creation 
and slow growth. . 

The truth with respect to the AT&T lay-offs is that you'd have to know a lot more 
than we do tD know whether this was right for the long-run economy, but I think it is clear 
that prior to recent years American industry's sin was complacency, empire building, and 
inefficiency, and that the U.S. paid a big price in terms of lost market share and lost jobs. 

A response to the AT&T situation, and corporate lay-offs more generally, consistent 
with where you have been on the global and technology dynamism of the new economy, is to 
go back to the budget debate and education, training, etc. You have on other occasions said 
that restriction and protectionism are answers that simply won't work, .and I would say the 
same of most ideas regarding additional burdens via "corporate responsibility". The. rest of 
this section of this memo continues to address those questions. 

An Approach 
. . 

Thest~ considerations suggest a rhetorical approach to business that challenges them to 
succeed on their own terms because this will create jobs and drive the economy forward, and 
emphasizes the role of government in enabling all to share in the success that a successful 
economy and successful businesses bring through education, training, and the like. They 
suggest avoiding a rhetorical posture that will look old-Democrat or anti-business. Here is 
some language you might consider: 

"I challenge American business to invest in its people, as well as plant and 
~uipment, and to be innovative in creating competitive companies for the 2ist 
century. Only in this way can we assure that businesses will be able to succeed in a 
rapidly changing global economy. and that the American economy will be able to 
create high-wage jobs. " .I 

You might add additional language advocating that the focus of business should be on long
term maximization, not short-term. 

The rest of this section on "approach" is a paraphrase of what you could say to 

complete this message. 
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. Each year it is becoming more and more clear what it takes for companies to s~cceed 
in the; new economy. The best companies take the long view -- they recognize the need to 
keep investing, even when the payoffs are not immediate. The best companies recognize that 
their people are their most important resource -- they provide them with the on-going training 
and Uie security that allows them to realize their full potential. 

; America has created 7.5 million jobs in the last three years, nearly 7.5 million more' 
I 

than Europe and Japan combined. An important reason is the strength of our businesses and 
their. willingness to embrace change. We have to keep moving forward, but we must also 
make sure that no one is left behind. 

, For this reason, education and training are profoundly important. Our young people 
must learn not only skills that will land them jobs, but, even more importantly, they must 
learn ,how to keep learning because, increasingly, people will do many different things during 
their working lives. 

I While the pace of economic change may accelerate, we must strive to make sure that, 
whatever happens, working families are secure. That is why I am working to ensure 'that 
workers who lose their jobs do not lose their pension benefits or their health insurance. And 
that is why we have worked so hard to ensure that every American can send their son or 
daughter to college, no matter what their economic circumstances. 

Regu~ation and Community Involvement 

; Optimal environmental regulation, community involvement, and the like involve a 

judgment that there are other benefits which have greater value than the profit being 

sacrificed. This is a complicated area: (so-called externalities), involving cost/benefit trade

offs, *"d it can in substance easily become a slippery slope toward a non-competitive 

economy. The area of externalities would include the substance and rhetoric of "corporate 

responsibility", and I do not think you should get involved in either for the State of the 

Union, for the reason already discussed. 


II. The Economy, Urban Issues and Taxes 

. The Economy. 

During the last three years, we have probably had the best economic conditions in 
several decades, taking into account all factors, e.g., growth in excess of 3 percent, inflation 
under' 3 percent, unemployment rate falling from 7.1 percent to 5.6 percent, over 7.5 million 
new jobs, the deficit falling by roughly 50 percent, and the list goes on. The comparison is 
particularly stark when contrasted with the preceding four years or the circumstances of the 
other principal industrial nations. 
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I think our tone on the economy should be positive, and while many factors were 
involved, we should take credit by saying that the key and decisive factor was your Deficit 
Reduction Program of 1993, which lowered interest rates that, in tum, both drove and 
sustained recovery. 

An international comparison provides an interesting way of demonstrating our 
economic SUlcceSS over the last three years: the U.S. has the lowest budget deficit compared 
to the total (:!COnomy of any major industrial country; the U.S. has accounted for nearly all 
the job creation in the major industrial nations over thelast several years; the U.S. economy 
has grown more rapidly over the last three years than those of Europe and Japan; and U.S. 
com'panies are competitive on a global basis for the first time in decades. 

I 

, The ,challenge is to maintain economic health in the years and decades ahead. I 
would suggest a four-fold approach that is consistent with where we have been, although 
obviously other important areas could be added, like regulatory reform or, in the 
Republicans' view, tax cuts and tax reform. 

(1) 	 continuing fiscal discipline by going' to a balanced budget; 

(2) 	 public investment in education, training, the environment and other critical 
areas; maintaining our social compact in Medicare and Medicaid; and a 
renewed emphasis on savings and thrift to help families save for retirement 
and assist the nation in funding private investment (Treasury can provide 
useful ideas in this area); . 

(3) 	 international engagement and leadership with respect to opening markets, 
promoting development and growth in the developing world, and dealing with, 
crises in the international markets that vitally affect our interests; and 

(4) 	 the economic equivalent of "do no harm", e.g., do not shut down the 
government or threaten the country's creditworthiness. 

I You could discuss increased income disparity as a threat to both our economy and our 
soci;li fabric, and go back to your approach in the budget debate, e.g., investment in 
education arid skills, health care, and other relevant areas. This can be done while avoiding 
clas~ warfare language or criticism of economic success, by discussing the problem, the 
actions needed to improve the prospects of all Americans, and the fairness of the most 
affluent bealing a disproportionate share of the cost. A particular suggestion that I know 
others have made is to propose enabling all young Americans to participate in the new 
tech'nological and global economy by wiring all of America's public schools by the end of the 
decade for the internet, as suggested by your National Information Infrastructure Advisory 
Group. This is analogous to Franklin Roosevelt bringing the benefits of electricity to rural 
Amyrica through the Rural Electrification Administration. 

I 
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Urban Issues 

, The inner cities are not a politically popular subject, but you might consider, the 
possibility of addressing the importance of our cities, and therefore our inner cities, to the 
future of the economy for all Americans. Again, that discussion could lead right back to the 
budget debate, and to your approach of empowerment to move the residents of the inner 
cities:into the ecoriomic mainstream, as opposed to transfer payments. The Administration 
can point to many actions in this area -- increasing the BITC; increasing head start; enactment 
of en~rprise ,zones; creation and funding of CDFIs; fighting to save the Community , 
Reinvestment Act and the low-income housing tax credit; and a pending project, . 
microenterprise lending, where Treasury is borrowing an idea earlier articulated on the 
interriational front by the First Lady in Beijing. ' ' 

. You are now attempting to preserve requisite levels of support for investment in 
human capital and for providing access to financial capital; in accord with your view that the 
best social program is a job, and that the .final answer to despair and decline is economic 
oppo~unity and personal empowerment. 

TaxeS 
I 

: There is widespread dissatisfaction with our tax system, but no one has come up with 
an approach that seems better than our existing system. If you feel a need to address taxes, 
there are some specific reform proposals which we have developed, as in pensions, estate 
taxes, and telephonic filing, to improve the existing system; and you could address the 
difference in your approach to tax cuts and their approach. 

ID. ' Enforcement 

I think we are extremely well positioned with respect to law enforcement. Having' 
spent a lot of time this year with Republican Congressmen as we worked our way through 
Waco and other matters, I think they are fairly nervous about our position versus theirs on 
this issue. We have been in favor of the Brady bill, assault weapon ban, the crim~ bill, and 
supporting law enforcement, while they have been seeking to roll back the Brady bill and the 
assault weapon ban and, in the effort to do that, have tended to undermine law enforcement 
more ,generally. I have spoken at a number of large gatherings of local law enforcement 
offici~s, and my impression is that you and the Administration have enormous support 
among these people. ' 

In this area, we have two ideas -- one substantive, one rhetorical. Substantively, our 
policy staff in the Enforcement Office at Treasury is designing a program that deals 
specifically with kids and guns. It can be made available as a policy proposal for your , 

) 
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address. Rhetorically, we have seen the dangers of extremism and the benefits of supporting 
law, eriforcemt~nt in the last several years. Treasury lost -eight members of its family in the 
Oklahoma City bombing, and our enforcement people, particularly ATF, Customs and IRS, 
are repeatedly under threat of violence. At the same time, those who have stood with law. 
enforcement and fought, as you have fought, to give Americans new tools in fighting crime 
(Brady, the assault weapon ban, 100,000 cops, etc.) see the results in declining crime 
statistics across the country. A statement about standing with law enforcement on behalf of 
public safety Clll1d against crime and extremism could put the opponents on the defensive. 

Conclusion 

, An intt:resting question is where the edge in the speech should be, i.e., who should be . 
the villains of the piece. My two n<>,minees would be those who oppose your forward-
looking approach on the economic issues that are encompassed in the budg~t and those who 
advocate protectionism and economic nationalism. I think all of this can be framed in the 

. context of competitiveness and success in the global economy. Once again, I would avoid 
anything that can be interpreted as critical of economic success or anti-business. 

; . 
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The Deputy Secretary of the Treasury 

ACTION 
December 13. 1996 

NOTE TO: SECRETARYRUBIN 

FROM: LARRY SUMMER~' 

I think this article should go to the President -- with whichever 
cover version you prefer. 

Room 3326 622-1080 
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~. THE DEPUTY SECRETARY OF THE TREASURY 

VI WASHINGTON 

,, , 
December 13, 1996 

MEMORANDUM TO THE PRESIDENT 

THROUGH: ROBERT RUBIN tz-v:;'/ ~ 

FROM: LAWRENCE SUM:MERS ~ 


SUBJECT: "Riverboat Gambling With Goverrunent" 

In the attached article, Richard Dannan makes a very important point that relates 
to the issue of a lasting legacy. Conducting serious research-based evaluations of 
existing federal programs while working with governors on policy innovations at 
thf~ state level could provide you a legacy ofpolicy initiatives based on solid 
evidence of success. 

This perspective seems particularly relevant as we consider proposals for job . 
cn:ation for welfare recipients. . . 
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'Riverboat Gambling 

"'WithGovernment 


The scandal is not that Washington has failed to pursue 

bold domestic visions. The scandal is that Washington rolls the dice 


before it knows what it's doing. By Richard Darman 


, ! 

N tHE STATE OF mE UNiON ADDRESS THAT KICKED OfF 
his re~:Iectioo campaigll, President Clinton declared. ''']'be 
era of Big Goven:uncnt is over." Now, as he pooden his 
second wUJUral, he iJ undoubtedly aware of three contradic. 
tions. Tosether. they frame a choice: whether to continue: or 
end ... $QIldaJ that is far leu visible than recent titilbtions 
but ult.imately more important. 

The first of these contndictiow is dlat, in ... suppoudly anli
Govemment era, the pro-Govemrne:ot candidate WOD. He 

promised to usc Government to help ;all Americans achieve Ihe Dream 
...;.. and propol;ed modest initiatives as tokens of concern and commit

~ch4rd D4T1l.'JUJ scwa IU tht dim:wr oftht Ofoe ofM~mrana 
~..Jgrt.ma " mmlE- of Presitknt BKIh's Ctbi1ld /rem 1989 tQ 199J. 
He is th~....a'OT o{"W/J(/s in CotW'o/l" (Simon fi ScJ,USkr). 

IIIl 

memo Therein lies the second contradiction. While !OUIlS helped win 
the Presideru his chana: £01 a big p1aa: in history, the very modesty of 
his initiatives would deny it to him. Iu all ~ced anaI)"t of public 
policy, he must know that tokenism cannot SONe America', major 
domestic problem&. In a time of ,cuee rtS~. bold new apprCQches 
and technologies are required. 

But that sUSlC$t! a third contradiction. Thougb the Ptesident has 
assumed responsibility for wing Govemmeot, Gather he - nor any 
other would-be leader - can honestly aIlel persuasively daim tlw his 
domestic pfOgnm would meet America's major cha1JengC5. There U. 
quite simply, tOO little rdi:.abk empirical evidence to 5uggest that any 
such p.ogr.un would work.. II is this lIli.s$itIg evidence tb2t AmeriQ 
$hould recognize as a national IQIld:d. 

In the decades since President K1:noedy nised the Clinton genel'2t.ion's 
bopes. fhere bas been no Iaele of bold pl:..n.s. The country bas tried the 

http:p.ogr.un
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~cGil:atSOCU:ty and the·&.~OD.lthaii·~ Nixoh.'s Nriw':::~i!(~· Government uq spQOsored'experiments .' froni'ioose1y' 
'Amerian RttwbIutioo. th.~ Clintoohealth pbnaridtheGingrich ~~ ,!~.model cities· to mote ~ trials~~~bcy' 
, Wah Amaici. It !u.s wimt::ssed seYe:faI "WaD" OIl po'II!l'ty'. crime and, . ideas. A mUlti-city test of housing aIlow.mces _ designed to enmi.ne 

drugs. 1'he Government !u.s spent· trillioos tryiiJg Ie 501vedomcstiC effectS 00 housing dcmmd and supply. In New Jeney. an ambitious tcst 
probkrm. Yet the probL!mS rc:rrWn. and WIl1C bave wwsenod., . . ofwdface reform examined work izic:entnoes and the negaive income tax. 

. It iJ important to be dear: The' 5cmd:U is DOt th2r Government has Other ~ents .wen! svucrured to test innovative approaches \0 

bilcd. The Sandal is tb:Lt so bIde.has been lc:uned from our trials. .. remedial cchJ,;:ation. job ttaining, heattb inSl.u~et: and school choice. 
ru a $ooc:ty. we have boen guilty of wba.t can fairly'be temu:d policy rinponandy, th~ppc:rimenu were designed to test ~vior and 

corruption. In pursuit of bold visioDS,W'Cba..-e launched one riskyn:sults outside of tbe ivory tower, at substanti;al sCale, in the r~ world. 
scheme aha another without anything l.ikc responsible evidence..In Ili$ 

. 1969 book; "Mnimum Feasible Misundc:m:iudng." Dan.id Patrick 
Moynihan said of tbcGreat Society's COmmunity Action Program. 
"'The Government did nllt know what it was doing." A ltIlljor tIaIlSEer of 
power was legislued. Yet few officialslc:.ocw how it would work or what 
\0 expect. '!bcy bet the system on a hunch, U1d thr bet did not pay. 
Simibrly, in: 1981, the Serute Republican lr:ada-, Howard Baker, de
scribed the bold RI:ag:an tax cut as a "riverboat gamble." Though there 
w:lS evidence du.t ax cuts could stimulate th~ economy, th.c:re was no 
serious 'IVOrk to support the eKCe1sive free-lUnch cWms of supply-$ide 
acivocnes. Fisa! b:tbace was s:acrifiet:d to a half-in£onned hope. 

CombinUig thc Moyt:Lihan and Baker characterizations, one gets an 
~e of policy making tb.tt amounts to iguorant gambling. Although 
highly un.fhttering, it must seem painfully familW- to 
anyone with cxperienl:'.l: in the ckve!opment of bold 
Federal poliCy initiatives. When grand domestic MOIlS are 
in the makiitg. rolling the dice is tbe norm. 

The problem is nOt .:he visions. Americans across· the 

political spectrUm wallt to improve education" reduce 

violeoce, eliminate sub.rance abuse, strcngthca families, 

reHore tn~tiow.! valu~ and increase opporru.oity for 

achieving tilt Dream.. Tbe problem is that we know little 

more now than in the 60's about how, an a large sale, to 

achieve tbe;se slured (,ojectives. Aod the reason is a 

continuing .surrender to ignorance. MajO(' publi<:-policy 

initiatives are routinely advanced, but rue.Iy do W'C organ-

W: to evaluate what works. We thus allow polit.i<:iu!.s to 

mislead us. Then W'C act like belples~ victims. 


The public shows ol1.lnge at conventiow.! corruption 
and interest in UiVestiglltiOns that range from the curreClt 
Speaker of the HOU$c:':1 use of an 800 phone number to 
the Fim Lady's possible participation in a land ,om. 
Yet we show a remarkable tolerance for pollcy corrup
tion - the effeCts of which waste billions of doUa.rs and immWiur
able human potentw. Echoing a refrain from the 60'" one: might 
ask, "Whe~ will we ever learn?" 

In much oC life, it is common to learn through systematic eva.luarion of 
tri:lLs and errors. S\lCOI!SSful priv:ue corp<>rltioos spend a subsunti;al sban: 
of their r~ue on ewJuative research to improve their productS and 
pcrfonnan~ They ttnd to pr~ on an orderly basis froni paper 
analysis to pilot teSting 1:0 larger scale trials before they bet the oompany 
on a new idea. So, too, 00 some of the more t«hnically oriented parts of 
the Federal Goventrnellt. But when il comes to 1arge-scaL: domestic 
policy, W'C don't strUct1.U'C WllYS to learn before W'C leap. 

We swt6:1 to do so in the bte 60's and early 70·s. The Federal 
Government set aside funw from oujor social programs for evaluation 
of their effcctS. An t:lIJ'!y national study' of the popular Head Start 
program, (or a:ample, compared first, second and third gradc:rs who· 
Iud tud Head Start with comparable children who had not. It reached 
an unpopular conclusion, fmding little sustained difference between the 
twO groups. nut Study was followed by otherS that =ined 

. ...mations in Head Sart treatments and the: r&ted Follow 1brough 
prognm, socking to determine 'Wruch variations might do their intend
ed job. TeduUcal Staffll within the domestic agencle$ were charged to 
commission and ~~ similar .studies of most of the maior Federal 
~ding prognms. F<tr Il brief period. evaluatioo beome the rage.. 

. Unfortunately, however. most of these txp(rimental eHorlO were 
abandoned befoc:e they could ckliver often ~fore they 'Were fu11y 
fmanced. Given the enoc:mous stakes, one might weU wonder why. 
Why mv!! we not <:>rganiz.ed a sustained elTon to learn? 

One 111SW'Cr is ickology, which sbowed itself in the 80's. When the 
lcgU:im.acy. of a governmental role is denied, th~re is little interest in. 
improving it. But antipathy toward serious policy research goes beyond 
ideology. America, is an impatient culture, and responsible reseuch· 
·ubs time. When someone seems, to mve a "cure," it is wanted 

. everywhere imme~tcly. The idea of flCSt systematically testing it can 
seem: defeatist, immoral or threuening to its enthusiasts. 

Further, our populi.n culture is skeptical of "experts" and fearful of 
social engineering. Giving power to the pointy heads is understandably 

less ~g than poW'Cr to the people. And even among 
expens there are doubts2bout policy arualysis. Respcct for 
individual righu puts limits on experimentation, ereating 
probloms for research methodology. These are expensive to 
address. In the competition foc reso~ immediate needs 
oftell"Seenl more oompdIing. The future is shortchanged. 

What, then, might be done by a President interested in 
boldness but mindful of our ignorance? He could 
advance a plan to end the era of policy corruption. 
In.1tead of trivial tokens or new Federal prognms 
bunched I.t full sCale, he could initiate a set of bold 
research trials. They could focus on alternative' major 
policy initiatives. In eduCation. experiments might cre
ate a serious market test for vouchers. while others 
might accelerate the development of different types of 
charter schools. To reverse urban decomposition, vari
ous types of enterprise zones migllt be fio1nced, eom
bining to: incentives and infra.nru~ure investment with 
innovative approaches to tn.ining. eduC.1tion and the 
reduction of drug abuse and crime. And so it might go, 

dowu a short list of America's top domestic-policy concerns. 
With the governors, the Presicknt could take adV'Ultage of decen. 

ttaliz.ation and the natural variatioo offered by "states as bbomories." 
Together. they could foster a constructive excitement about innova
tion ...,. while seuing aside ~he funds to evaluate trials systematically 
and honestly. To assure objectivity and accommodate anti-Federal 
spirit, they might esW>li.sh a nonpartisan entity - under joint control 
- to contract with privatc fums and nonprofit organizations for the 
necessary evalU2tion and research. Though Iarge.sl:4.!e problems 
would not be solved immediately, paot tests would proliferate, and 
through evaluation of them, learning would grow. 

But what, then, of the President's place in history? The benefit of 
smous policy research :accrues to future pobticiaru and citi:.ens. TIut is 
wbyidw few currentadvocates and cams few currenuccobdes. Ifthis 
should lead the President to hesica.te.. he is young enough to console 
himself with this thought: At some point in the 21st century. he might 
wi~s the fruit of his rcseuch initiative. It could setVe as a bridge ITom 

. an era of policy cOrruption to one in which policies might be advanced 
re::spol1$ibly - not with a roU of the dice but with meaningful evidence 
10 suggest they would work.. Those who helped to produce the 
evidence might DOt honestly be able to say that Big Government had 
disappeareq. But they might at least procbim with inte;rity, "The era of 
ignon.nt gambling with Feder.d domestic policy is aver." B . 

Tilt NEIl" YOlllt TIMU MACA:!;I"tl DECtMUR 1. Ute 117 
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DEPARTMENT OF THE TREASURY 
WASHINGTON,D.C. 

January 6, 1997SECRETARY Of THE TREASURY 

MEMO:RANDUM FOR PRESIDENT CLINTON 

FROM: 
I Robert E. Rubin ~.rfl. 
~UBJECT: Treasury Accomplishments and Goals 

Treasury is and will continue to be involved in a broad array ofactivities, from assisting in budget 
negotiations with Congress to drug interdiction, from strengthening the stability ofthe 
international financial system to improving the economic prospects of the poorest. from 
~nforcement ofthe Brady Law and the Assault Weapons Ban to auctions ofgovernment 
~ecurities, from negotiating international tax treaties abroad to tax legislation and improving the 
IRS. 

This memorandum broadly outlines Treasury's current priorities. Under each priority, there are 
accompJi:shments from your first term and specific second term goals in areas where Treasury has 
~he lead responsibility or is significantJy involved. We look forward to working with other 
agencies and the White House in all ofthese areas. 
i 

o Balance the budget 
• £·nact the President IS tax prQposals, simplify the Code and improve the IRS 
o Improve retirement security and increase savings 
o ~laintain U.S. leadership on the issues of the global economy 
• Help low-income households and economically depressed areas 
• Modernize' the U.S. financial system 
• F'ight financial and other crimes 
o Continue to build a strong institution 

~BALANCE THE BUDGET 

;As a result of the 1993 deficit reduction program and other economic poliCies, we have 
:experienced sustained economic growth and significant deficit reduction. We now have a rare, 
'historic moment to adopt revenue and spending measures leading to a balanced budget, which 
:would be Particularly important in sustaining favorable economic conditions over the long term 
i in the context of global financial markets that are very heavily focused on fiscal and other 
,financial conditions. We must do everything possible to defeat Congressional efforts to pass a 
balanced budget amendment which would create the possibility ofseriously exacerbating 

i downturns in the economy. 

Accomlllishrnents; 

, 0 H~lped develop and win passage of the deficit reduction package in 1993 which· 
c::ontributed substantially to diminishing deficits and continued economic expansion. 



:., 	 Changed the maturity mix ofTreasury debt to save interest costs. 

41 Helped defeat the Balanced Budget Amendment in the l04th Congress. 
I 

• 	 Provided oversight ofa number ofprivatization projects including the National Petroleum 
Reserves, Connie Lee and Sallie Mae. . 

! Helped stand finn against Congress in the Fiscal Year 1996 budget negotiations through 
, government shut-downs and threatened default under the debt limit. 

Goals: 

• 	 Help negotiate a balanced budget·that preserves the Administration's priorities. 

• 	 Help defeat a balanced budget amendment. 

• 	 Help develop a long·tenn strategy and process for entitlement refonn . 

.~ 	 Work with OMB to develop an agenda and timetable for possible privatizations, complete 
pc:nding privatizations and privatize significant additional government assets and 
operations . 

•, 	 Improve the liability side ofthe FederaJ balance sheet to further reduce interest costs. 
I 

ENACT THE PRESIDENT'S TAX PROPOSALS, SIMPLIFY THE CODE AND 
IMPROVE THE IRS . 

Over the last four years,· we have worked to provide targeted tax cuts, simplify the tax system, 
reduce paperwork burdens, protect the taxpayer and improve the IRS. We must continue on 
~s path. Tax policy ~ likely to remain a hot-button issue, in the context ofboth budget 
n~gotiations and efforts to restructure the IRS. Also, there are those who have proposed 
structural tax reform, an immensely compUcated issue. While there will be quite a bit of ' 
rhetoric a:round structural tax reform, I do not believe that it will become a serious 
Congressional possibility, nor should this be an Administration priority. Instead, I believe that 
~e should focus on enacting the President's middle c1ass tax cuts, on tax simplification, and on 
improving the IRS. 

Accomplishments: 

• 	 i Oversaw p~ge ofthe Tax Payer Bill ofRights 2 (TBOR 2) W'hich strengthened the 
rights ofall taxpayers in dealing with the IRS in a reasonable tashion. . 

2 
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• ! . 10ined the tax debate in Congress which included the development of coordinated 
. responses to issues such·as the Kemp Commission's report on the flat tax. 

• . 	 Took steps to achieve tax simplification and improve ms processes. 

• 	 Completed bilateral income tax agreements with many countries - including Canada, 
Fnmce. Sweden, Thailand, and Mexico -- which created more opportunities and improved 
the competitive position for U.S. companies abroad. 

Goals: 

• ; 	 Negotiate the tax provisions ofthe Administration's budget, including middle class tax 
cuts. 

• : 	 Accx>mplish funher tax simplification (e.g., TBOR 3 and tax simplification measures we 
.willi propose). . 

• . 	 Achieve major progress in reinventing the ms to provide better service and improve tax 
compliance. This includes improved management systems, application of infonnation 
technology and changes in the organizational structure,· including the possibility ofmaking . 
the IRS into a performance-based organization (PBO). 

• : 	 Complete additional tax treaties. 

IM.PROVl~ RETIREMENT SECURITY AND INCREASE SAVINGS 

Intreasing 4JUr national savings rate is key to raising future living standards. Your Administration 
d~serves credit for a quiet transformation ofpolicy on national savings. Deficit reduction, . 
changing the maturity mix. ofthe federal debt structure, pension portability and the introduction of 
inflation-indexed securities have helped improve the prospects for savings. We must pursue other 
means ofincreasing the savings rate and improving the security of retirement savings. 

Accomplis~ments; 
i 

.' . Introduced inflation-indexed securities and conducted a vast marketing effort to educate 
pott!ntial investors for fitst auction of inflation-indexed notes in January 1997. 

• 	 Enacted pension reform to increase pension availability and portability. 

.Pre!iented new incentives for savings with the proposed expansion of mAs. 

• 	 Contributed to increased public savings by helping to develop and enact the President's 
economic plan which brought down the deficit by over 60 percent. 

3 



Goals: 

• 	 Develop and. implement a packAge ofinitiatives to increase savings and enhance retirement 
security, including thiough mAs and further pension reform. 

•, 	 Evaluate the savings bond program and make changes to improve its contribution to 
in4;reasing private savings, including through the introduction ofan indexed savings bond. 

•; 	 Work witn the rest ofthe Administration to develop a long-term agenda for the reform of 
I 

, thl~ Social Security system. 

• 	 Improve the liability side ofthe federal balance sheet to further reduce interest costs. 

• 	 Launch a major public education effort to encourage private savings. 

MAINT AJN U.S. LEADERSHIP ON THE issUES OF THE GLOBAL ECONOMY 

An overriding challenge for the Administration is to prevent the U.S. and other major powers 
from turning inward and to build support, including support among tne American public, for 
globalism and the prosperity and security it fosters. The stability of the global economy is , 
critically important to U.S. economic, political and security interests, and we need to engage 
and provide leadership on the issues ofthe global economy. That includes the issues ofopening 
rrlarkets abroad and supporting development in developing and transitional economies around the 
~orld. our hU'gest growing export'markets. We do this most efficiently and most effectively 
through the World Bank. the IMF and other international financial institutions. Global leadership , 
also includes dealing with crises that affect the international economic system, such as the one that 
occurred in Mexico in'1994. 

A,ccomplinhments: 

.: , Helped secure passage ofOATT and NAFTA. 

• I Hellped encourage and preserve international financial stability, including through the 
harldling ofthe Mexico crisis. 

• ; 	 Guided international program ofsupport for Russia which led to the stabilization of its 
ecc.nomy. 

I 

• i 	 Through the 0-7, brought about during the past two years an appreciation of the dollar 
and: a restoration ofU.S. leadership in ,the international economy. 

• 	 Concluded a market:-opening agreement with Japan for its financial markets, and 
estnblished a framework for wro financial services negotiations. 
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CI Implemented the Halifax agenda to create a truly global capital market with real 
· bllllSparency and safeguards. 

• 	 Used if.s. leverage in the multilateral development banks to make them a key tool for 
a.:ldressing global problems such as environmental degradation, illiteracy. poverty and 
ADlS. . 

• 	 Worked closely with our 6-7 partners in helping to build the foundation for prosperity and 
political stability in Central Europe. the NIS and the other transition economies. In ' 
pluticu1ar. helped Bosnia lay the fundamental economic groundwork for a stable and 
lasting peace under the Dayton Accords. . 

• 	 .Oreated a process for regular Consultations with Finance Ministries in Latin America and 
APEC to strengthen our ties and their collUl'dtment to financial sowldness arid market
ba:sed economic policies, including privatization and effective capital markets. 

• 	 Strengthened our bilateral economic and financial ties with key countries such as China. 
· Russia and Argentina. 

I 

Goals; 

.: 	 Hdp to secure fast track,authority. 

• 	 Seek an IMF quota increase and authorization from Congress on New Arrangements to 
BClrrow. neither ofwhicb has any budget outlay impact. 

• 	 Seek Congressional support for the multilateral development banks. 

•! 	 Hc:lp organize a successful 1997 G-7 Summit in Denver which significantly furthers an 
agendaofintemational cooperation on economic. environmental and law enforcement 

· iULles. 

.. Work with the rest oftbe Administration to define a new approach to China and Afiica . 

.'I Work with the rest ofthe Administration to maintain constructive relations with key 
, 

countries and regionS, specifically Japan, Russia. Europe, and Latin America to support 
firumcial soundness and marlcet-based economic policies, including effective capital 
markets. 

• 	 Maintain a strong dollar consistent with economic fundamentals. 

s 




~p LOW-INCOME HOUSEHOLDS AND ECONOMICALLY DEPRESSED AREAS 

Work to use the tax tools and the tools offinance to address the persistence ofhigh levels of 
poverty and dependency, the social problems associated with that poverty, and the aaite 
economic: isolation oflarge numbers ofpoor people. 

Accomplishments: 

• Helped expand the Earned Income Tax Credit which provided tax reUefto 15 miUion 
wor~ng Americans. 

• Helped secure a perman~nt Low Income Housing Tax Credit (LlliC). Through the 
L1IHC, the flow ofprivate investment dollars to rebuild housing expanded helping to create 
over 60,000 units ofafTordable housing every year. 

• Stood firm against attempts to weaken the Community ReinVeStment Act (CRA) and 
reformed regulations ofthe CRA which has unleashed significant capital to our inner cities 
by helping capital flow from mainstream financial institutions. 

., Initiated a nationwide network ofcommunity development banks with the passage ofthe 
OlrntnUnity Development Financial Institutions Fund (CDFI) bill which provides capital to 
distressed communities across the U.S. 

.' W'orked with others.in the Administration on enactment and implementation of 
Empowerment Zones and Enterprise Communities. 

Assisted the D.C..Government in returning to financial stability by providing financial 
assistance when market financing was unavailable. 

Goa1s; 
! 

• 	 Work with the rest ofthe Administration to shape the welfare-to-work program to 
maximize results. 

• 	 Maximize Federal efforts to collect delinquent child support through TreasurYs funds 
payments and explore t.ecbniques to assure child support . 

•; 	 Se:eure Congressional passage of the Brownfields tax credit to encourage the clean up of 
abandoned industrial properties in ~nomically distressed areas and put them back into 
productive use. 

• 	 Create an initiative to facilitate the development of secondary markets for urban debt. 
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• 	 Contribute to the effort to make D.C. financially self-sufficient and better able to provide 
for the needs of its citizens. 

I 

~ 	 Expand the CDFI program. 

MODERNIZE THE U.S. FINANCIAL SYSTEM 

Updating the regulatory framework to take into account the evolution ofthe financial services 
sector is instrumental to increasing competition and containing threats to financial stability. In 
addition, the advent of new technology poses fresh challenges to financial regulation and 
opportunities to expand the delivery ofservices to those currently outside the system.. 

Accomplishmentsi 
I 

• 	 Secured passage of interstate banking legislation which made banks more competitive and 
allowed them to provide better service to their customers. 

• 	 Secured the passage oflegislation which merged the Bank Insurance Fund with the 
Savings Association Insurance Fund (SAIF,), thus, saving SAIF from its severe 
undercapitaHzation and staving offits projected collapse. 

• 	 W'orked with the rest of the Administration on reviewing and negotiating many ofthe 
provisions in the securities law reform legislation passed by the 104th Congress . 

•, 	 Ddivered 425-million federal payments electronically (valued at nearly $700 billion) in 
1996 which represented over 50010 ofall federal payments and thus saved millions of 
dollars for the government and the banking industry. 

• 	 Significantly revised banking regulation, improved access to credit by ending the credit 
cnmch through strengthened economic policies, and promoted credit access for all 
Ar1l1ericans, substantially increasing the share ofmortgage lending going to minorities. 

Goals; 

• 	 Se,ek passage ofa financial modernization bill to increase competition and efficiency in the 
U.S. ~nanciaI services market. 

• 	 De:velop a sound and coherent e-money poHcy. 

•: 	 Pmpare to implement the requirement that all Federal payments be made electronically by 
1999, including the development and implementation ofa policy to facilitate the provision 

. of financial services to those who are currently unbanked. 
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fIGHT lnNANCIAL AND OTHER CRIMES 

.Treasury Will continue to be involved in a broad range ofJaw enforcement issues from fireanns to 
~rug interdiction, from protective service to money laundering. and the other roles in its law 
enforcement mission. Treasury, With roughly 40 percent ofthe Federal government's law 
enforcement officers, wiD be a key player in the Administration's ,overall crime-fighting efforts and 
has a particularly important role to play in the area offinancial crime. 

*,ccQmplisbmentsi 

.,I Helped pass, implement, and vigorously enforce the Brady law, Lautenberg Amendment 
to the Brady Law, the Crime Bill which included the Assault Weapons Ban, and the Anti
Tc~rrorism Bill. 

• Successfully introduced new $100 note after conducting an extensive pubJic education 
campaign across the world to inform users ofAmerican currency that our currency was 
being redesigned to include advanced counterfeiting deterrence features. 

.' In,creased narcotics seizures and arrests at the Southwest Border and in the Caribbean 
through expanded border interdiction efforts. 

.' Conducted investigations into church fires which resulted in a permanent arson 
database, arson prevention efforts, arrest rates that are double that for arson overall, 
and new efforts in cooperation with local officials and communities. 

• i Reached out to our global partners in crime fighting on money' laundering, anti
narcotics. Identified international narcotics traffickers and froze their U.S. assets. 

• , Re:viewed and implemented findings of the White House Security Review. the Waco 
Re:view, and the Good 0' Boys Roundup Review. 

.,
I Provided critical law enforcement support in numerous investigations and operations 

induding Olympic Security, and the World Trade Center and' Oklahoma City 
bombings. 

I 
Goals; 


.' Strengthen efforts to fight financial crimes to support broader anti-crime activities and 

to strengthen international cooperation against money-laundering, organized crime and 

I ' the: trafficking of drugs. 

., 	 Accomplish anti-terrorism mission, including through the expanded use of taggants and 
the: creation of a national data repository for explosives and arson incidents. 
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• 	 Achieve more strategic Customs enforcement at the border to maximize interdiction 
and the facilitation of trade. 

•i 	 Upgrade the professionalism and standards of enforcement personnel and procedures,
I 
I including those associated with key enforcement missions such as anti-terrorism, drug 
I 

interdiction and protective services. 

CONTINUE TO BUILD A STRONG INSTITUTION 

Treasury is a strong institution, and one of otir principal responsibilities is to maintain and 
(mprove Treasury's ability to serve the American peOple in many ways. 

t\ccornpIisbmeots:, 

Introduced technology to make Treasury more efficient and improve its service to its 
cUistomers -- e.g., instead of making trips to the IRS or the local public library, 

· I 	

ta:ltpayers were able to download forms instantly through the IRS homepage on the 
W'orld Wide Web and now taxpayers with simple tax forms can file at home on the 
phone. (The IRS Web page has received over 100 million "hits" thus far.) 

• 	 Cut paperwork requirements, canceled many useless regulations, and overhauled many 
other regulations by rewriting them in plain English.
. 	 . 

,t u:d the multi-agency project named Simplified Tax and Wage Reporting System which 
i will significantly reduce the wage data reporting burden of employers and improve 

Federal and state employer tax operations. 

, 
.~ Es.tablished customer service plans and reliable feedback mechanisms to determine 

customer satisfaction in 90 percent of Treasury' s o~rations (pursuant'to the Customer 
Se:rvice Executive Order which targeted 25 percent rate by 1996). 

Rt:~rganized Customs to eliminate two layers of bureaucracy and move more staff to 
front-line jobs that provide service directly to the public.. 

I 

Goals: 

.:' 	 Rt::form the IRS, as discussed above. 

•' 	 Reinvent Treasury's personnel system to implement a process for strategic and effective 
.human resource management to identify, recruit, develop, reward and retain high 
performing individuals. 
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• 	 Us.e new approaches and new technology to work more efficiently and serve the public 
better. 

• 	 Complete a clean and comprehensive audit of an agency-wide financial statement • 
. including the IRS. . 

• 	 Ex)lore opportunities for further reinvention and deregulation. 

J 
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• 	 Use new approaches and new technology to work more efficiently and serve the public 
better. 

• 	 Complete a clean and comprehensive audit of an agency-wide ftnancial statement, 
including the IRS. 

• 	 EJrplore opportunities for further reinvention and deregulation. 

cc 	 Vice President Gore 
Leon Panetta 
Er:ilkine Bowles 
Donald Baer 
Rahm Emanuel 
Salldy Berger 

. Kilty Higgins 
John Hilley 
Frdllk Raines 
BnlceReed . 
Gene Sperling 
James Steinberg 
Dan Tarullo 

Wr. tt t.-v-.. b ~ M, Ke.... 

F'\-o.~~ 

tJ (L 0 rt 5 I ",,-~.L :::. et. ...... fJ 
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DEPARTMENT OF THE TREASUR"Y" 
WASHINGTON, D.C. 20220 

September 9, 1998 

NOTE FOR SECRETARY RUBIN 

From: Allison Fansler ~ 

SUbject: Cabinet l"leeting 

In preparation for the Cabinet Meeting tomorrow, Cabinet Affairs asked that we compile a list of 
Treasury's accomplishments over the last six months and our goals for the next six months. 

I 


I 


At~ached for your information is the list that we sent to Cabinet Affairs. 
I 

( . 

I 



September 9, 1998 

TREASURY ACCOl\'IPLISmIENTS AND GOALS 

I 

Treasury is i:nvolved in a broad array of activities, from strengthening the stability of the 
international financial system to interdicting drugs at our borders, from auctioning government 
securities to negotiating international tax treaties, from improving the IRS to bringing all 
Americans into the economic mainstream. 

This: m'emorandum outlines Treasury's current priorities. Under each priority, we have listed 
accomplishments from the preceding six months, as well as goals for the upcoming six months. 

! 

lVfanage the Domestic Economv 

Accomplishments: 
• 	 Reduced debt held by the public during the fiscal year by approximately $60 billion, 

I 

including a $110 billion reduction in marketable securities and an increase of $50 billion in 
savings bonds and other nonmarketable securities. (End of FY'98 estimate) 

" Improved debt collection efforts by completing extensive portfolio analysis of debts owed to 
govemm(~nt and increasing referrals to Treasury of debt past due. 

• 	 Provided oversight for the privatization of several government entities, including the U.S. 
Enrichment Corporation and the Elk Hills Petroleum reserve. 


Goals: 

• 	 Enact the ,business bankruptcy bill drafted by the President's Working Group on Financial 

Markets.' 
I 

Enaclt the President's Tax Proposals, SimpHfy the Code, and Improve the IRS 

I 

Accomplishments: 
• 	 :E;nacted c:omprehensive IRS refonn designed improve customer service and tax compliance. 
• 	 Imtialed tax treaty with Venezuela. 
• 	 peveloped proposed Administration initiatives and revenue raisers for the FY'99 Budget, 

i~cluding proposals to make child care more affordable, promote energy efficiency, encourage 
e;<panded retirement savings, help fund public school construction, and increase the 
availability of low-income housing. 

• 	 Developed portions of the Administration's proposed policy on electricity deregulation that 
relate to taxation, specifically the tax treatment of debt issued by municipally~owned utilities 
and the tax treatment of nuclear decommissioning costs. 
Closed tax loophole which allowed corporations to avoid billions of dollars of corporate tax 
through the use of a closely-held regulated investment company (RIC) or real estate ( 
investment trust (REIT). 

Goals: 
• 	 Implement the IRS restructuring legislation. 
• 	 Continue to work on taxation of the Internet and electronic commerce. 



Improve Retirement Security and Increase Savings 

Acc:omplishments: 

o 	 Jntroduced the inflation-indexed savings bond. 
• 	 Introduced lower denomination Treasury securities, which puts Treasury marketable securities 

within easy reach of small investors. 
Goals: 

o 	 J>reserve the budget surplus until a long tenn solution for Social Security is put in place. 

I 

l\'laintain U.S. Leadership on the issues of the Global Economy 

I 
Acc;omplishments: 
• 	 Worked to manage the financial crisis in Asia, Russia, and other emerging markets. 
• 	 Traveled to Asia and Africa to meet with officials and encourage the process of refonn. 

Established the G-22, a group of22 countries comprised of the G-7 and key emerging and 
(	 fransitioJ1 economies, following up on the President's pledge in Vancouver-last November to 

~onvene a global group to consider the implications ofAsian crises. 
• 	 Secured passage of the Senate Foreign Operations Appropriations bill which contains S18 

billion in funding for the IMF and New Arrangements to Borrow (NAB). 
(;o~ls: 
• 	 Continu~: to work with countries experiencing economic crises to guide them toward financial 
/ stability. 


"'. Secure passage ofIMF quota increase and the NAB in the House.

J. 	 Continue: to develop Halifax II, a set of proposals to refonn the international financial .architecture.
J"1 Help to !ieCUre fast track authority . 
.....J. Help to secure passage ofthe Africa trade bill. 

• 	 Seek Congressional support for the .MOBs and IFIs. 

Help Low Income Households and EconomicaUv Depressed Areas 

Accpmplishments: 
• ~mproved the management, direction, and operations of the CDFI Fund, including receiving 


an unqualified opinion on its financial statements from KPMG Peat Marwick, instituting new 

policies and procedures regarding the awards process, and establishing a technical assistance 

program for theawardees. Announced the second round of CDFIIBEA awards totaling $57


': million. 

Wrote child care report illustrating how child care can benefit businesses.
j Established Business LINC mentoring program. 

f:xceeded Welfare to Work hiring goals by 230% as ofJune 1998. 


Goals: 

Write report on business mentoring.
J: 	 Work to secure the President's request for $37 million for the NADBank CAIP. 

• 	 ContinUE: to work with Congress to secure reauthorization and appropriations for the CDFI 
fund, as requested in the President's budget. . 

, Announce the third round of CDFIfBEA awards., 



:Modernize the U.S. Financial System 

I 

Acc:omplishments: 
• 	 '~eld regional EFT '99 Public Education meetings in cities across the country to provide 


information on the requirement that all Federal payments be made electronically by 1999. 

• 	 Made significant progress in efforts to ensure that government payments (particularly Social 

Security and IRS payments, which account for 80% ofFMS' total payment volume) continue 
without interruption on January 1, 2000. 

J
jo';~:~k passage of an acceptable financial modernization bill to increase competitionand 

~fficiency in the U.S. financial services market. 
It Develop a sound and coherent electronic money policy. 
• 	 Continm~ to prepare to implement the requirement that all Federal payments be made 

electronically by 1999, including the development and implementation ofa policy to facilitate 
the provision offinancial services to those who are currently unbanked. 

• 	 Work with the financial services industry to protect the critical infrastructure of the U.S. 
I 	 .' 

financial services system. 
I 

Fight Financial and Other Crimes 

Accomplishments: 
• 	 Introduc1ed the redesigned $20 bill designed with advanced counterfeit deterrence features. 
• 	 Successfully conducted numerous drug interdiction and anti-money laundering operations 

along thf: U.S. borders, particularly the Southwest border. , 
• 	 ,Successfully conducted an investigation ofa worldwide child pornography trading ring. 
• 	 ~eached out to global partners in crime fighting on money laundering and narcotics 


trafficking. 


Goals: 
• 	 Finalize Customs' Automated Commercial Environment (ACE), acomputer system which will 

~educe paperwork, improve ready access to relevant data, enhance enforcement, and expedite 
trade. 

• 	 ~trength'~n efforts to fight financial crimes to support broader anti-crime activities and to 
strengthen international cooperation against money laundering, organized crime, and drug 
trafficking. 

• 	 Achieve more strategic Customs enforcement at the border to maximize interdiction and the 
facilitation of trade.


J ~urther develop a financial crimes strategy, 
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DEPARTMENT OF THE TREASURY•
, WASHINGTON, D.C. 

SECRETARY OF THE TREASllRY November 23, 1998 ' 

MEMORANDUM'FOR CHIEF OF STAFF PODESTA 

FROM: ROBERT E. RUBIN ~ .~. \t . 
, 

SUBJECT: Priorities,for the end ofthe Administration 

A3 we loc.k ahead to 2000, Treasury will no "doubt continue to be involved in a broad range of 
activities, from tax and budget issues to drug interdiction and gun control, from dealing with the 
global financial crisis to addressing inner city poverty, from the management of the government's 
debt to the reform of the regulatory structure of the U.S. financial system, and promoting 
economic growth both at home and abroad. 

l,lelow is lID initial effort to identify some of the Department's priorities for the remainder of the 
+dminist[ation. 

I 

Maintail1ling fiscal responsibility: The main battle will be over the shape and content of the FY 
~OOO12001 budgets. This, in tum, will depend on what is done to address Social Security refonn. 

.,, Ss)cial Security: Continue to work with NEC to develop optimal plan to refonn the Social 
I St:curity system. 
• 	 Tmc/Budget AnalysislNegotjations: Generate possible raisers and, analyze proposed cuts in, 
I run-up to the presentation and negotiation of the FY 2000 budget. ., 

, 	 ~rotectionlSimplification ofincome tax code: Continuous review of the income tax code 

to simplify and streamline reporting requirements and to defend its integrity. 

.. Dcebt management: Develop and execute strategy for optimal Federal debt management. 
~p[porate tax shelters: General review ofcorporate tax policy with goal ot: closing 
cc1rporate loopholes and developing a systemic approach to corporate tax refonn. ., 
 Medicare: Support efforts of the Commission to layout major questions ofrefonn, and 
wctlrk to develop Administration position. 	 ' ., 


! 	
Privatization: Complete executive order/memorandum and identify/manage further targets 
for privatization. 

Providinl~ leadership in the global economy: Dealing with the global financial crisis and the 
future architecture are high priorities. But there will also be a plethora of trade issues, from the 
pressure for protectionism to the fifth anniversary ofNAFTA to the pursuit offast track to setting 
t~e agenda for the 1999 WTO Ministerial. 



! 


:. ,tHobal Financial Crisis: Continued monitoring ofglobal financial system, prevention of 

I 

I the spread ofcontagion, implementation of corporate debt restructuring initiative in Asia, 

! promotion of pro-growth economic policies, and development of preventive remedies for 


future economic shocks. 
financial Architecture Reforin: Continued work on implementing changes to international 
financial architecture and structuring ongoing agenda, MDB financial condition and 
mform, IMP and Precautionary Facility. 
Iwk: 	Understandingand containing effects ofthe global crisis on trade, combating•i , rising protectionism at home, seeking coordinated Administration policy on steel and other , 

. import-sensitive industries, fast track legislation, passage ofthe Africa Trade Bill, 
I preparation for 1999 WTO Ministerial agendaI
• 	 ,CountayfRegional Work: Japan (banking sector reforms, trade dispute resolution and 

financial reform), Brazil (financial support, ESF use, market stability), Russia (economic 
and political engagement, debt management, WTO issues, and tax and banking sector 
TA), Africa (support for reformer~ regionalization, InPC, trade opening); other countries 
(c:.g., China, Ukraine, Pakistan, Central America, South Africa, Turkey. Bosnia). 
:e.MU: Monitor implementation ofEMU. determine European participation in international 
felra. 	 . 

• 	 Debt sustainabilitylrestructyring: Manage debt work-outs for Indonesia, Pakistan, Russia, 
Itld continue implementation ofHIPC. 
IJ1ltemational tax policies: Continue to pursue initiatives in the OECD to address tax 
competition problem, complete additional tax treaties. 

EnhanciJlg financial security: Combining initiatives on increasing savings, providing consumer 
protection. strengthening financial literacy and fighting consumer fraud could be a powerful focus 
9factivity over the next two years. 

I 

~ 	 Q)Dsumer protectjQnlpriYAXX: Develop initiatives around disclosure and sales practices of 
financial services, and address issue of industry privacy guidelines. 

• 	 Q)nsumer eduMtion/savings: Develop public education·campaign around savings and 
inl:rease incentives for savings. 

• 	 financial Crime: Implement broad strategy to deal with consumer-oriented financial crimes 
(e.g., identity theft, credit card fraud, access device fraud, cellular fraud). . 

., B~mkruptcy: Reexamine the 1998 legislation to formulate a bankruptcy reform program.
I 
I, 

Bringing low-income people into the economic mainstream: We will continue to pursue an 
agenda fOir improving the economic prospects ofpeople in the inner cities and distressed rural 
communities, and democratizing access to Capital through CDFI, EFT, BusinessLINC and other 
iJ,Utiatives. We will also explore synergies between our economic development and enforcement 
strategies (e.g., anti-gun, anti-gang) to help build safe communities in which economic activity can 
expand. 



". 

barilcs to provide it, address concerns around voluntary accounts. 
• Ni\DBar1lc: Improve financing policies, enhance outreach/marketing, reform eligibility 

I 

.1 
1 

requirements. , 
QJ£l: Secure continuing reauthorization/additional appropriations, expand into 
microenterprise, complete initial evaluations, develop secondary markets. 

.,I ru:;. Economic Development: Engage new District of Columbia administration in 
management of financial and economic deveiopment plans. Create an economic 

, development plan and implem~nt economic development corporation. Segregate D.C. 
Pension assets and convert to Treasuries, manage benefit administration responsibly. 

• SQ]:.rthwest Border strates;y: Complete study, develop strategy for improving existing 
, , programs (e.g., NADBank) and develop new mechanisms for improving job creation and 

economic conditions. ' 

• Bllsiness Mentorin2: Complete report, and institutionalize ongoing mentoring effort. 
~AlEITC: Mount a vigorous defense against any effort to roll-back these programs. 

M;aintaining a strong and bealthy financial system: From revisiting financial modernization 
to'beginning to address the issues posed by highly-leveraged institutions to developing a 
comprehensive anti-money laundering strategy, we have an opportunity to develop a regulatory 

I 

framework. and enforcement strategy to vouchsafe a financial system for the 21 SI Century. 
i 

• 	 financial Modernization: Reform of the regulatory structure, maintenance of the national 
banking system, and reform of the FHLB system. . 

.: 	 .I:&ljyativeslHedge Funds: Complete studies, explore appropriate mechanisms for 
regulation, address issues around CFTC concept release. , 

• 	 I A.ru:i-counterfeitin2: Pursue strategy of public education, industry cooperation and 
enhanced prosecution/sentencing. 

• 	 &:mcial Crime: Develop anti-money laundering strategy, address specific money 
lawldering threats (e.g., Black Market peso), and implement broader financial crime 
strategy (e.g., identity theft, credit card fraud, access device fraud, cellular fraud). 

• 	 Ek~;tronic commerce: Explore further areas for development of government policy (e.g., 
digital signature, e-cash, virtual banking). 

I 

Building Slifer communities: To complement our economic development objectives, we will 
explore opportunities to pursue a public safety agenda, in collaboration with other law 
enforcement organizations. 

1 	 • 

· Dma interdiction: Enhance cooperation among Customs, INS and Border Patrol through 'i 
implementation of the Southwest Border initiative. 
Ymll control: Expand Youth Gun Crime Interdiction Inltiative and close loopholes in 

• I 

Brady laws. 
I 

• I 	 "~~ed & Seed"-txpe initiative: Explore synergies between public safety (e.g., gun 
control, anti-gang) and economic development efforts in inner cities and elsewhere (e.g., 
SW Border). ' , , 
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i 
• 	 Akohol Dolicy: Working with HHS, develop policies to discourage teen drinking and 

alcohol abuse. 

Strength4ening Treasury as an .institution:We will continue to focus on the improvement of 
~uman ie::;ources policies and practices, including recruitment, career development and training 
and, wheIl necessary, management of under perfonnance. Other major management issues 

I . 

include addressing the Y2K challenge and completing clean and comprehensive financial 
statements. 

I 

, l.mwove overall management practices: Streamline'processes, provide clear rationale for .' 
, 
, 

decisions, instill client service mentality , 
.1 Human Resources reform: Increase investment and improve provision of personnelI 

training, and create a perfonnance reward system that encourages professional 
I 
I development and accomplishment.

.'I IRS restructuring: Continue to work with IRS to to restructure the agency and impiementI 

IRS refonns. Continuous review ofthe income tax code to simplifY and streamline 
reporting requirements . 

• i 	 .J::n:12l Collection: Merge tax and administrative offset programs, encourage agencies to 
refer theiC overdue debts, and manage collection effort. ; 

• ! 	 ~US:: Make all systems compliant by May 1999. 
• 	 SeCurity/Critical Infrastructure: As directed by the President, develop comprehensive 

set~urity plans and defenses against cyber-attack . 

. ' 
i 
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, I 
'I .' . . ". 

·A. Top priC)rities amon'g items on 'the proactive agenda
I . , 

.. . '.. '. . . . 

; 1. Social Security and lVledicare reform. This is what many ofus came to the TreaSury 
: Department to help the Admlnistration accomplish. Current circumstances provide an 
; historkopportunity for achieving both Social,Security and Medicare reform .. ' r . .", , 
I '. ' .' .' 

: 2. Fisc:al policy~ A number. of observers have interpreted the fact thatwe are projected to 
, eliniin~Lte the debt held by the public by 2015 as constituting primafaci~ evidence that a' 
; tax cut isj~edon purely substantive grounds. This perspective flies in the face of the 
; view that could be seen as underlying the Administration's Mid-Session Review -that a' 

. j ~ensiblle objective for fiscal policy is to balance the non-Social-Security budget (taking, . 


.'; suitabl€~ account of the stage' of the btisiness cycle) while putting Social ,Security in 

. ; long-term act;uarialbalance. 'The MSR fiscal objective implies that we should be doing 


I more govemme~t saving, not less. A solid defense ofthat view could prove helpful in ' 

the fiscal policy debates of the next 18 months. ' ' . .. 


, , 

3. B:mJ!U'uptcy reform. This Office has pl~yeda: leaclirigrole in p~hingthe process as 
, far forward as.itis today.. In particular, we have developed compromise propos31s on , 
, several key issues (means teSting, reaffirmations, credit card disclosures, and loopholes 
[for the wealthy) that are likely to be incorporated in the final Senate bill. However, ' 

" !achieving reform is likely to require some commitment from both the Secretary and . 

:Deputy Secretary. In the weeks ahead"we will 'need notonlyto continue to push for 


. "~','moderation in the Senate bill but also:to preserve 'these features in Conference with a less
: desirable House bill. It is unlikely that the President will veto the final bill, but we may 
: also net:d to help nuike the casefotsignfug.· ,
I,.... ... , . 
i . . . 

: 4. Debt management. According to O:MS's late~long;.runprojections, debt held by the 
!public ,lVillbeeliminated by-2015. Because some of this debt is, nonmarketable (e.g., 
'savings bonds) and some is held by the Federal Reserve, the market for Treasury debt· 
,~could e:Efectivelycease to exist sevetalyearsearlier. This raises many important 

Iquestions, in~lud.ing: . . 


I 
Atleast by 2015, the government will have to begin accumulating private sect~or 

.' assets; What groundwork, ifany, shoUld be lrudnow, in preparation for that 
eventuality? 

How great is the positive externality from a deep and liquid market for Treasury 
'securities? If it is judged to begrea~ we'may be driven to confront the ,issue of, 
accumulatirig priyate~sector securities sooIi. Even-now, some market participants, . 



are'cOIIlplaining about lack of liquidity in certain . segments of the market. . 

. . . '. 	 . 

• Ifwe say we are going to payoff all debt held by the public in 15 years under the 
President's program, does itmake sense to continue issuing non-callable 3D-year 

. securities? . 

. " 	 i We have had soine prel~ discussions with Lee SachS about these issues and awide 
: number of other issues. Obviously, he has lead operational responsibility, but we would : 
: like tochip in as we can ill a constructive manner. . . 

i S. Living with free trade. As the Administration contil1.ues to support a free-trade 
! agenda; including fast track and expansion ofNAFTA, among other items; the issue of 

. ; dealing with dislocations will assume an increasing important role in determ.in:ing both
. " i . public and political support. ' Treasuryruis an important role to play in these poliCies, 
. '. ~ through its NADBank and 'CAIP programs, among other channels .. Vigorous support of 

1 	 . '" ". ' •• ' " • '. .; 

'. ! these and related pro'grams Will be essential for facilitating the Administration's trade 
t~~ 	 . .' 
j 
; 

: 6. E::dE:nding the benefits ofthe economic expansion to all regions. As the 
maeroeconomy has prospered, transitional disequilibriums have.developed in some 
regions, while other regionS contin,ue to lag behind the rest of the nation due to more 

, . structural issues. The President has ,emphasized the importance of these issues With his 
':recent visits to distressed areas. As the economy continues t6 grow,concemabout issues.' 
!of regional development will become a more important policy fo~us, particularly the . .' 
! issues associated with regional development financing.' Th,e border region is critical in . ., 
. : the context ofan open economy; our leadership as Chair of the Presidential Task on the .' : 
!Development ofthe Southwest aorder EconomyWill be seen as an important· 

~ ~~; admini;rtration effort that involves a multitude of is~ues inc1udirig regional development, 
""~ ·j·i~; trade/tr.ade adjustment, andfederal' coordirlatiori of services and programs. 	 . .. '~i;'it 

;''''~
··~7. Financial literacy. This Office andother offices in Treasury have led the 1 ~, 

; development ofan interagency campaign, working with a broad. range otprivate-sector 
igtoups, to help improve Am~ricans'financialliteracy. We viewthis initiative as an .• 

. : essential component of Treasury's broad policy goal of increasing saving and financial 
.~ opportunities. Without better financial education, many Anlericans may not be able to 

'1 take advantage of existing and proposed opportunities for increasing their financial 
: security. Fot example, the. available literature and the experience of employers with 
j 4Dl(k)s implies that fuancial education programs have an important impact 00: savings' 

. ; be~vior; studies have also shown that flnaneial.education in high school improves . 
.... ifin~cial outcomes later in life. This campaign will not require extensive office time or 

:fimding, and will benefit from private-sector funding and support. . It would also benefit· 
:from participation by senior Treasury officials. 
L .
I . .' 

i 
B. Top priorities among tbe reactive agenda 

", 



_.", 
. t' , 

! : 	,I. Rigorous economic analysis of special pleading~ Despite the overall, strength of the • ' 
,economy last year, some sectors (most notably steel,oil and gas, and agriculture) 
experienced weakness that led them t6 seek additional support from the F~dera1 ,,";' 

i govemment. If the economy slows as expected and ifthe trade deficit widens, additii->tki 
I industries are likely makesimilar reCf!lests.One ofbur priorities should be to provide 

,i ,rigorous analysis to separate those cases that have economic ment from those that do not 
I' and to help fashion remedies that promote economic efficiency_ " 

I 2. Heightened atte~tion to: the state of the business cycle. ConventionaLaD.alysis' 
" I suggests that the economy is already operating .beyond its full potential currently. Now ' 

, there a~e early (and still incon.clusive) signs of firming activity abroad, that could give ,the 
.dome$tic economyyet more forward momentum. Our perceptionis that the risks are 

, : proballly higher ,than average, and that the macroeconomic situation will accordingly 
! warrant c1oser-than-averageattention:'" , 

, 	 I 

! 

I 
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DEPARTMENT OF THE TREASURY 


INTERNAL REVENUE SERVICE 


WASHINGTON, D.C. 20224 


COMMISSIONER, July 7,1999 

i 
MEMORANDUM FOR SECRETARY SUMMERS 

FRO~: . Charles O. Rossotti G 
Commissioner of Internal Revenue, 

, 
SUBJECT:, . Your Request for a Summary of Major Issues 

I 

I 

At yo~r staff meeting on July 6, you requested each agency head to prepare a short 
memo describing the key issues facing the agency over the next year or so. 

, 

In the case Clf the IRS, we face one overriding challenge during the next 18-24 months, 
nam~ly showing that the "new IRS" can work. 

, , , 

The I:RS Restructuring and Reform Act of 1998 (RRA 98) and the many reports that led 
up tOI it created both specific taxpayer rights and more general expectations as to how 
taxpayers would be seryed. The IRS modernization'program is designed to meet these 
taxpityer expectations while also increasing effectiveness in compliance and overall 
effici¢ncy in tax administration. I firmly believe this program can succeed and we can 
improve on all fronts - service, compliance and productivity - if we can stay on the 
mod$rnization path and make the necessary improvements in management, training 
and technology. ' 

, 
, 

The challen~)e is that it will take time and some money to make the transition, .and in the 
meartime our resources are dn?pping and demands are increasing. During the next 
12-18 months, there is the risk that a perception or even a consensus will develop that 
the ~hole program is a failure. One of the ways this could happen is that in the near 
term,the traditional enforcement statistics will continue to drop while service remains 
marginal, enabling critics to charge that the whole program is a failure, before we even 
begin to realize the benefits of the modernization program. 

If a qonsensus should develop.along these. lines, the consequences are unpredictable. 
It is ~nlikely that the conclusion would be "let's go back to the old IRS," but it might be 
"ther.e is no way to fix the IRS." 

I 
Whil,e there are many problems we have to deal with successfully in order to avoid this 
negative sCI::mario and make our program succeed, we do have one external constraint 
that jis becoming critical right now, namely the budget. We are planning a separate 
discussion with you on this subject, but the essence of the problem is that the, FY 2000 

I 



2 


I 

budg~twas €~ssentially flatwhilethe demands due to RRA 98. as well as the continued 
. I 

growt,h of the economy have accelerated what was already a steady erosion in 
resoyrces available for traditional compliance programs. It is vital that we obtain 
enough resources to stabilize our compliance operations and enough investment funds 
to co~tinue with modernization .. This creates a need for additional funds in FY 2001, 
after;Nhich the budget can grow at a slower rate. . . 

I 

Anot~e.r important issue we will deal with over the coming period is how to work with the 
IRS Oversight Board. Nancy and I have been working to develop an orientation 
prog~am for the new board members, and we are beginning to think through some 
issues related to how the board might be supported. Given that this board is new and 
has riot yet Elstablished processes or traditions, there is great potential for it to evolve for 
better or for worse in its influen~e over the IRS. To have the greatest chance for 
success, we will have to invest considerable time and energy working with the new 
boarcl. 

I 

cc: ~ancy K.illefer 
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DEPARTMENT OF THE TREASURY 
WASHINGTON 

UNDER SEC:R~TARY 
July 12, 1999 

I 

. MEMORANDUM FOR SECRETARY SUMMERS 
I 
I 

FROM: Tim~thy Geithner~~ 
Edwm M. Truman ~/ 
Caroline Atkinson'" 

I 
I 

SUB.fECT: The International Agenda 

The following: note outlines our current views on the niain issues that are likely to shape the 
international agenda over the next 18 months. We have combined up front thoseissues you'are 

I 	 . '. , . . 

likelYi to be forced to confront and those issues where we believe you could choose to use your 
capital. At thl~ end of this cover note is a, short list, as you also requested, of issues 'and initiatives' 
that ~e do not now believe are feasible or desirable to pursue, though our views on this may 

,change. The attachment includes a more comprehensive list ofpolicy issues that are either in the . 
pipeline already or now in prospect. 

1. 	 The sllstainability·of our extepialposition. We need to intensify our efforts to assess 
I 	 the magnitude of the potential deterioration in our extern:al deficit and to pursue options 

.for reducing the risks of an avoidable expansion in theiinbalance and a messy 
adjustment. We do not have a particularly .appealing, or promising set of tools to deal 
with this challenge. .' . 

I r 

I It may be that our best defo1!Se will be a combination ofsustained, quiet pressure to 
prevent further efforts by Japan and Europe to inducefurth~r depreciation in their' 
currencies, more visible theater around G-7 efforts to produce a pattern ofgrowth more 
conducive to the eventual adjustment in these imbalances, and some Summers magic 
around private savings in the United States., 

2. 	 Extenaal vulnerabilities. pespite the generally improved outlook for the world 
economy, we still face a quite vulnerable and uncertain outlook, with little sign yet of 
enduriJag recovery in Japan, Europe still quite soft, China increasingly troubling, acute. 
pockets ofdistress in mariy emerging market.economies, young and vulnerable recoveries 
in Asia, and a number of systemically significant, potential hot spots where the political 
calendar is magnifying the underlying financial and economic risks. 

~aandArgentina seem at this point to be·the most vulnerable 
among the major emerging market economies with systemic 
significance, but this is a difficult judgment to make within any . 
confidence. Problems with these two cases would challenge our 
recently-articulated policy on exchange rate defenses. And, as we 
have seen, the failures ofeven relatively small economies with little 
obvious global financial significance can trigger larger consequences 

, . 
I 
! 



I 

as well as burn up significant US Treasury resources, e.g., ~~ and 
Ukraine. 

We always need to be mindful ofRussia (and this need may intensify 
in 12 months), Mexico faces the challenge of a real democratic 
tr~on, and Brazil is hardly on a sustain~ath.· 

3. 	 The trade agenda. The domestic agenda is mostly defense, and the potential for new 
, trade expanding initiatives seems limited to the existing pipeline ofcommitments/ 
! proposals, including the Africa and CBI bills and a ChinaIWTO vote. Internationally, 
l· most of our policy focus is now shifting to the Seattle wTO ministerial at end of 
II' ~lber and priorities for the next round. Iffnere is any potential for good here, it is 

likely to come only as a rest+1t of some effort to put together some a stronger domestic 
: consensus that combines some support for ,the Democratic caucus agenda with a strong 
! market opening orientation. . 
I .'. 

: You have the potential to help shppe this de~ate, more so than might be the case for other 
· occupants ofyour office. A series ofspeeches with the objective ofpaming a new 
: consensus might helJ2. advance. our p-olic)!., and_it....»!.ould help- insulate. us a bitpomthe risk 
· that wl~creasingJJ!. viewed as_e.ith.er....taoj:anfli.c.tC1l_on the merits, too constrained by 

politiCs, or too weak to do anJ!.thing, 

4. 	 Development policy, debt, and finance. You inherit a number ofquite formidable 
; commitments and challenges in this area that are still at an early stage, the most 
: prominent are financing the Cologne Debt Initiative, reforming ESAF and the IMFIWB 
; poverty framework, and securing adequate Congressional funding ofthe 150 account. 

· ; In addition to these priorities, we should think through whether we want to take on the 
· following additional initiatives, recognizing that most ofthe innovation in this area 

requires money, that there is little scope for drama in reallocating the existing limited 
pool ofresources, and that ~e have no demonstrated capaCity at this point to mobilize 

I new sources ofdevelopment· finance on a material scale. 1_ 	 • 

I 
We could support a significant expansion of the financial resources 
available to the MDB's hard and/or concessional facilities. We are 

vJ ~) . likely to face increasing pressure to do so, and it may make sense for 
v.o tOw-' "7. us to get out in front of this so that we. can better shape the debate. 

c?v <.r l.P.JJI' (We are already engaged on the Asian Development Fund.) 
\ '" 	 . 

We could support a fmancial commitment to financing Global Public 
Goods, such as aids prevention, a malaria vaccine, etc. and encourage 
the existing World Bank. efforts in this area. 

We could seek to playa more active role in defining the development 
policy agenda, generally and for the World Bank in particular, by, for 
example, outlining a way to make Wolfensohn's comprehensive 



5. 

6. 

7. 

development framework more concrete and operational, more actively 
redefining the priorities of the Bank in the legal and institutional 
development areas, etc. ' 

We could pursue a more radical reorganization of the roles of the IFIs 
in the development finance business .... ending ESAF and restricting 
the IMF's role in the IDA-eligible countries to advising and awroving 
the macro framework, privatizing the IFC/merging the IFC with 
MIGA, consolidation ofregional MDBs with World Bank? 

There may be more scope for innovation in the fmancial arsenal of the 
MDBs and the IMF, including in the risk sharing/credit enhancement 
area, new post conflict instruments, and, as mentioned above, in the 
financing debt writedown area. 

Finandal Architecture 

Carry:ing forward the Summit agenda: We have a lot to flesh out and to deliver, most 
importantly in the private sector framework (see below), the G-X, the broad array ofbest 
practices (debt mgt, etc.), and the new exchange rate doctrine you advanced. The 
attachment provides an inventory ofthese initiatives. We also have to consider how best 
to involve non-G7 countries in a way that supports our agenda. (Latins, egged on by 

: Harmo~ working on a separate agenda.) 

i New issues: There's general ~chitecture fatigue at the moment,which makes it a bit 
i difficult to explore with freshness any new frontier ofreforms, and we need to make sure 

we execute what we have already outlined before we launch a new wave. Despite this, 
we need to continue to look 'at ihe universe ofnew ideas. Our sense is that most ofthe 
scopefor potential novelty will lie in the areas we mention in this note, in the 

, development finance area, in the respective roles oithe various IFls, in the 'exchange 
; rateldollarization area. 
'--------

Our framework for the role of the private sector in sovereign financial crises. We have 
a lot ofwork to do here, both in better rerming the general framework that can help 
navigal:e the conflicting imperatives w€:( face, and in working through the cases now in 
play. It will be important to make decisions on specific cases in the context of the 

I broader considerations; 

. ' 

Dollaritzation, exchange rat~ regimes in emerging markets, and the exchange rate 

system 


I ' 
I We nef:d to move to a decision on whether and on what conditions we would be prepared 
1 to support dollarization in Argentina, and in that context, whether we are prepared to 
[ begin to point the world toward a longer term objective ofreducing the number of 
: currencies in the world, presumably around a few regional anchors. This would raise . 
i iiiiPQrtimt issues ofhow best to move toward an anchor and how financial help should be 
I offered en route. . 



8. 	 ,Kosovo and Southeast Europe. A principal concern in dealing with the conflict over 
Kosovo and its effects on the surrounding states will be detennining how to provide 
effective assistance without wasting too many human and fmancial resources in 
conferences and corruption respectively. For the countries surrounding the conflict, the 
immediate need is for BOP and budget support to deal with the economic effects of trade 
disruption and reduced customs and tourism revenues given that the refugees are rapidly 
returning home. We need to accelerate both the countries' economic transitions to 
market-based economies and their integration with Europe and reinforce IFI 
conditionalities with more carrots, for example a comprehensive plan to expand the 
available investment financipg envelope via IFCIEBRDIMIGAlOPIC, ECAs or enterprise 
funds. Kosovo itself and possibly the FRY or some portion thereofwill require economic 
assistance for stabilization and reconstruction. . 

WewiU have to monitor carefully the ongoing situation to ensure that.an economically 
rational strategy is developed and implemented. We have been successful so far in 
getting the EU and World Bank to take the lead, working with Finance Ministries. The 

! challenge will be to enforce the division oflabor and avoid inappropriate encroachment 
i into the economic sphere by the foreign policy community, while maintaining the right 
i degree ofpolitical oversight and impetus. 	 . 

9. 	 1 We are likely to continue to confront increased Euro-cohesi~n and obstructionism and 
1 increased Japanese opportunism in Asia, in part taking advantage of our own period of 
i political transition. Our choices range from 'taking it' and continuing to support sensible 
! policie;3 while patiently knocking down others' unproductive schemes to addressing these 

challenges aggressively, telling the Europeans to stop being obstructionist and telling the 
Japanese that we will strongly oppose efforts that would damage other Asian economies 
in the long run. 'Prudence dictates the former course spiced with a hint ofthe latter from 
time to time. 



.\ 
Issues Off-th.~-Table 

i . 
You dsked us to list possible policy issues that we have left off the table forcon~ideration, at 
least 4t this time. We are generally pretty careful not to foreclose consideration of sensible 
initiatives, and we list above for consideration a nwnber ofsomewhat unrealistic, though 
desiraple, issues. Here are some issues that we are not now actively exploring: 

I • 

I 

I 


• 	 . ! Seeking Congressional a pro riation/authorization for a se aratefund to be used for . 
. i b~~ 0 payments related lending to emerging market economies. f\ (4.V E 5 F' ? 

II"• 	 AJly of the various SDR-related optio~s for mobilizing new sources of reserves. j (A """ b 0 

5 () tIl
. 	 tA- t I. 0 c.v..;-n-rl .....,

• 	 ! Selling or somehow mobilizing U.S. gold reserves. 
1____ " 
I 

I 

• 	 I A r~turn to th<: old reference range/target zone v.vizard-of-oz stuff with respect to the 
; major currencIes. 
I 

I 	 " 

• 	 ! A great leap to regional monetary union in this heririsphere. 
1- . 

• 	 : A serious push for fast track authority. 

• 	 I A serious exploration ofnevv: FTAs, beyond the hemispheric free trade initiative. 

• 	 !Articulating a new regime for international capital flows and/or the supervision of 
financial institutions behind.them - an architecture issue that not 
I--------------------~~--------~--~~ 



Appendix: International Economic Issues 

Here is a detailed list of international econ<:>mic is·sues that we will be working on during the next 
18 mqnths, listed in rough priority within functional and regional categories. 

1 

I 
Country Issues 

Japan! 
• 	 . Exchange rate policy -- intervention policy/operations and impact on Japan's external 


I accounts.' . 

• 	 : Fiscal :md monetary issues, including size and timing of supplemental FY99 budget, 

i FYOO budget, prospective pension funding shortfalls and impact on consumer confidence. 
• 	 : Structural reform: what is happening in the private sector, how is GOJ policy affecting it? 
• 	 I Japan's stance on Asian regional economic issues and its foreign assistance policy 

I 
Europe: 
• i Fiscal ~md monetary policies: spui-ring domestic demand? 

.• : Exchange rate policy and European trade imbalances. 

• 	 I Structural reforms, particularly in labor markets. 


I 

.1 

Asia 
• 	 Recovery in Korea, Thailand. 

. . Malaysian unorthodoxy. Evaluation of results . 
• 	 : Asian financial sector recovery, restructuring, and reform. Implementing the financial 

i sector aspects of the Asian Growth and Recovery Initiative (AGRI). Continuing efforts 
I to encourage the recovery of the banking sectors in Korea, Thailand, Indonesia. 
! Encouraging fmancial sector regulatory policy reform in China. 

• 	 : Indonesia starting with. the post-election period 
• 	 . i Making progress in implementation of various APEC initiatives, including improving the 

: training ofbank supervisors and securities regulators, assessing and improving bank 
: supervision and developing domestic bond markets. 
I 

Latin America 
• 	 ; Momentum ofBrazil's recovery. 
• 	 I Argentina's fragility and exchange rate regime. 
• 	 iMonitoJing/analyzing financial sector developments in key emerging markets 

. i experiencing or recovering from banking sector problems (e.g" Mexico, Brazil, 
: Argentina, Ecuador, Colombia). / 

• 	 iMitch fi)llow-thru: deciding who gets Mitch supplemental $25 million 
• 	 : Colombia IMF progfam and availability ofMDB resources . 
• 	 : Ecuador, unless it slides into the Pacific 

. . IVenezuela, especially ifoil prices reverse course . 
• 	 !Jamaica fragility and adjustment . 
• 	 !Resolution ofCABEI (the Central American Bank for Economic Integration), which will be 

ihit hard by RIPC for Nicaragua and Honduras, may require" attention from senior Treasury. 
; officials in the months ahead. 
I 



Central EuropelMid East 	 . 
• 	 i Russia. Need plan for promoting Russian growth, based on'three ideas II a longer horizon 

i for US policy (admit this is going to take 5-10 years), 21 recognition that things have not 
I fallen apart in Russia and mQst ofthe left-wing ideological risks have passed and 31 rigorous 

and creative advancementofthe old structural agenda, with emphasis on institutions, micro 
level and regions. 

• 	 ! Ukraine. How to apply appropriate pressure to encourage Kuchma or his successor to move 
I ahead with key reforms. As in Russia, we should look for ways to use broad-based, micro 
i approaches to build constituencies for reform. 

• Caspian Great Game. Will the quest for oil reserves in Causcus and Central Asia turn into 
a bonanza -- and, if so, how will the needed exit routes be developed and financed? What 

, does the putative bonanza mean for economic development dynamics of the littoral states? 
i . 

• 	 ~ Middle East Peace Process. New opportUnities for faster progress, new engagement? 
I 	 .(Jordan, Gaza-WB, Lebanon)" 

l. 

• 	 ! India-Pakistan. Are the IFIs'in effect financing armed hostilities? 
! 
i 

African Issues:~ 
• 	 i Reviewing Africa Initiative and country eligibility; preparing and hosting the Economic 

! Forum on the edge of the BaUklFundAnnual meetings 
• ! IFI support in countries where corruption/military spending are issues, e. g., Zimbabwe, 

:1 Rwanda, Kenya, Uganda. 
• 	 I Hedging commodity price exposure 
• 	 ; Promoting regional integration, international trade and investment integration 
• 	 : Nigeria: debt relief, access to IDA 
• 	 IEthiopia:' ESAFIHIPC status 
• 	 I South .Africa: Possibility ofsigning on to IMP's CCL; accelerating growth 
• 	 ; DROC: Post conflict economic assistance 

I .' 
Architecture Issues 

• 	 ; G-X Group. Agree on parameters for "G-X" and arrange first ministerial meeting near end
i 1999. Seek to nail down grouping with G.;.7 in July. 
I '. 
, 

• 	 i Highly Leveraged Institutions: Internationalizing President's Working Group 
Irecommendations through the Financial Stability Forum. Recommendations due by spring 
:, 2000; interim report due in September. ' 
i 

• 	 ITransparencylDisclosure: Complete IMP code on Transparency in Fiscal and Monetary 
!policy by September 1999; seek enhancements ofSDDS for reporting of external debt and 
iindicators offinancial sector soundness. Promoting greater disclosure byprivate sector firms 
,through Financial Stability Forum. 
! . 



, ".,' Development of debt management best practices. Will work through IFIs to develop best 
practices in debt management for emerging markets. ' ' 

• Monitoring exchange rate regimes. Vigilance, needed on Fund advice, particUlarly for 
countries moving towards more fixed rate regimes. Need to promote support ofsustainable 
exchange rates and preference for "comer solutions" in IMF discussions. 

• 	 Capital flows. IMF, and Fmancial Stability Forum to examine country experiences with 
liberalization and use ofcontrols on inflows, as well as data. IMF analysis due before Fall 
meetings; Financial Stability Forum recommendations due spring 2000; interim report due 
in September. ' 

• Recommendation on strengthening collaboration between IMP and World Bank due at Fall 
meetings. Financial StabilitY Forum developing compendium ofstandards; expect progress 
report in September. 

• Off-shore Financial Centers; FSF working group developing stronger incentives through , 
FSF process to encourage OFC' s to comply with international standards. Recommendations 

i due spl1ng 2000~ interim rep,ort due in September. , 
I 	 , ' 
L 	 j 

• 	 I Participate in G-IO survey ofmarket participants on collective action clauses. 

I 	 ' 

IMF Issues 	 " 

pOlicJ Isslles (some also listed in above architecture section) 
• 	 i Ad-vanee consensus on capital account issues; resist premature discussion of proposals for 

I capital account amendment. '" ' 

I 

• Give guidance to IMF for further work on technical and legal issues, particularly on 
I payments suspensions and standstills; promote acceptance offrarpework in IMF and G-IO; 
I increase awareness among market participants; monitor implementation ofIMF's lending 
I into ar:rears policy and other "private sector involvement" 'issues, .including the IMF's 

interactions with private creditors and the question of amending Article VIII2b. ' 
• 	 I Advocate more effective IMFprograms, including through: refined program design, among 

other things to'take into account social priorities; and enhanced monitoring of compliance 
with conditions af).:er completion of the program period. 

Operational Issues: 

• 
 Select new Interim Committee chair. Work to rename committee. Expect joint ICIDC 

conimittee session at Septeniber Annual Meetings. 
• Monitor implementation ofdecisions to enhance IMF transparency. 

• 
 External evaluation: assess results ofsurveillance and research evaluations; develop position 

on ongoing external evaluation or other approach to ongoing independent evaluation . 
•' 	 G~n cc)]]sensus on and implyinent G-7 proposed reforms of Interim Committee. Continue 

to oppose creation of an IMF Council., ' ' 

• 
 SDDS: coordinate creation ~fU.S. hyperlink; participate in IMF consultations on transition' 

period and issues involved in establishing a separate reporting category for external debt. 
• Make Contingent Credit Lin~ (CCL) operational. 

, . 
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i . 

Congressional Mandate 
• 	 1 IMP Commission. This Congressionally-appointed Commission will last less than one year 

. , . now that it is beginning its work. 
.. 	 • IMP Advisory Committee. . You will host the first meeting of this Treasury-appointed 

committee in early September. 
• 	 Implementation of legislative mandates, including labor and environmental standards,· 

directed lending, bankruptcy provisions, trade liberalization, etc. and coordinate such work 
within Treasury through bi-weekly task force meetings. 

• 	 Prepare ongoing reports to Congress. 

I 

Inter~ational Development Issues 
I 
I 

MDBs: 
• 	 I MDB,md GEF appropriations, arrears, authorizations . 
• 	 ! Post conflict/military spending policies in multilateral and bilateral assistarice programs and. 

i debtTelief. 
• 	 I New Performance Allocation Systeni being initiated in IDA 12, AFDF 8, and to be 

; negotia.ted in ASDF replenishment. Includes taking into account governance factors 
I (corruption, participation, transparency) for the first time in allocation decisions in addition 
, to macro .performance and portfolio performance. 

• 	 i Presidential term issues at World Bank and African Bank. 
• 	 Annua] Meeting ofIDB in New Orleans in Spring2000. . 
• 	 Preferred creditor status. Holders of debt of the European Investnlent Bank, the IFC, 

Japanese loans through the ADB, and some "B loans" by MDBs are considered by some to 
have preferred status. We may want to call for a broader G-7 initiative to impose some 

I rational.ity on the conferral of de facto preferred creditor status. 
• 	 !B Loan policy paper: current situation analysis and policy proposals. 
• 	 ; Continuing inspection panel ~ssues arIBRD, IFe, MIGA, AFDB, ASDB, IDB. 
• 	 I Sensitive environmental issues or . projects: K21R4 EBRD funding in Ukraine, Chad 

·1 Cameroon Pipeline IBRD funding, Carbon Fund IBRD 
• 	 I Sensitive country issues: IBRD funding or potential funding for Syria, Iran, Burma, 

i Indonesia, Russia, Pakistan,· and YugoslaviaiSerbiaIMontenegrolKosovo membership, 
. i arrears dearance and funding. . 

• 	 iTreatment ofBlend IDAlIBRD countries for debt and funding purPoses: Nigeria, Indonesia 
• 	 II FSO implementation at IDB. . . .. 
• 	 ; Implementation ofLeahy IFI voice and vote legislation on civilian receipt ofmilitary audits 
• 	 , Pricing issues at MDBs. . . .. . 
• 	 IDevelopment of network of.MOUs between institutions, inter-institutional coordination 

: issues,· :md Comprehensive Development Framework 

Debt: 	I 
• 	 : Taking Paris Club lead awayJrom State, although State would fight strongly. . 
• 	 IPortman Legislation implementation: Executive Orders for FY 1999'and for FY2000 

Iincluding shifting implementation activities to USAID and State Dept. 



- Create agreed detennination1mechanism for' excessive' military expenditures as required by 
. debt le:gislation. 

- Progress on IFI labor issue performance 
- Federal Credit Reporting System (FCRS): Bid and implement full modernization of 

interagency credit reporting system utilizing up to $4.5 million from past debt account 
appropriations.· Goal to be able to detennine how much foreign countries owe to the U.S. 
on real-time basis. 

- NAC Reports: bring fully up to date with new format. 
- Taking responsibility for IF AD (for agriculture development lending) from USAID, which 

already has active discussion on giving it to us. 

Tech~ical Assistance 
I 	 . 

-Funding Technical Assistance. Current funding of$26M/year is derived from several 
different State/AID components thatare likely to phase out. Treasury will need to push for 
additional direct funding from Congress. Support from the Hill will be evident (or not) in . 
the corning 18 months and determine the viability 'of Treasury's TA program. 

-	 : U.S.- Saudi Arabian Relations. Managing a complete reform ofthe US-Saudi Arabian Joint 
Economic Commission. The Technical Cooperation Agreement (TCA) expires in early 
2000, giving Treasury considerable leverage in reforming the conimission's future 
objectives, ,management, and administrative controls. 

Trade Issues 
. I 

Legislative:. 	 . 
• 	 I Amend 201 in WTO-consistent manner. This push appears to be losing a bit of its steam, 

I but given Administration signal ofwillingness to discuss WTO-consistent changes, we may 
: still see floor action on House and Senate bills.' 

- I Fast Track Authority. Decide extent of Adininistration effort to get bipartisan consensus 
(scope, goals, labor, and environment), in light ofupcoming Seattle WTO Ministerial, new' 
round, and FTAA. . 

- China Annual Renewal ofNormal Trade Relations (NTR). Despite Cox report on espionage, 
. 	I it is expected that motion in House to deny NTR will fail in July. 

! China Permanent NTR. If China accedes to the WTO, the Jackson-Vanik amendment -
I requires a vote of Congress to extend permanent NTR to China. 

CBI Enhancement Legislation. Trade benefits (especially in textiles) to CBI countries to -
: offset NAFTA competitive impact and to assist in hurricane recovery. 
I 

!Africa Growth and Opportunity Act (AGOA) Legislation. Greater market access through -
I enhancled GSP provisions (including textiles), trade development assistance and Eximbank 
and OPIC support. 



, ." 

• 	 Export Administration Act. The Cox report is providing impetus to reauthorize and re-write 
the E.AA (expired in 1994). Security vs. commercial concerns. 

• 	 GSP reauthorization. This year, key issues are likely to be reauthorization, length of 
reauthorization, and proposals to strengthen GSP's promotion of labor rights. 

• 	 Dumping Law Changes. After defeat of steel quota bill, the steel industry may press for~, 
changes to the dumping laws, especially to lower the injury threshold at the ITC. 

Other Issues 
• 	 I WTO Ministerial and New Round. The U.S. will host Seattle WTO Ministerial in November 

I to launch next round of global trade negotiations. 
, I 

• 	 I ,WTO Dispute Settle~ent. The review ofDSUworkings to be completed by end-July. Key 
new cases include EU ban against beef hormones, EU challenge to the U.S. foreign sales 
corporations (FSC) tax practices, and U.S~challenges to Korean government procurement 
and agriculture practices. Japan is challenging our AD laws in the WTO. 

• 	 i WTO accession. Important economies (accounting for 10% of world trade) are in the, 
accession process, including China:, Taiwan, Russia and Saudi Arabia. 

• 	 WTO Implementation. Concern that many LDCs will not fully implement customs valuation 
and intellectual property commitments by 2000, as scheduled. 

• 	 Steel c:mti-dumping cases. 57 cases have been filed since 1998. Coinmerce has negotiated 
a suspension agreement with Russia and initialed one with Brazil. 

• 	 Oil anti-dumping cases. Commerce may initiate a dumping case on oil filed by industry last 
week, further encouraging cases in new product areas. 

• 	 I EU privacy directive. Domestic Finance is confident that ifwe retain the privacy provisions 
in the House passed finanCial modernization bill, we can demonstrate adequate and effective 
privacy protection in the US financial services industry. US and EU officials will revisit this 

I issue in the fall; in the meantime the EU standstill continues. 

• 	 Free Trade Area of the Americas. The near-term objective is to complete an annotated 
outline ofthe FTAA for theFTAA Ministerial in November. 

• 	 Japan Deregulation. Deregulation agenda needs reinvigoratiori in third year, particularly 
broadening sectoral agenda beyond U.S. market access requests. 

• 	 Japan Trade. Bilateral trade balance will effect ebb and flow ofU.S.-Japan trade relations. 
i Current irritants include flat glass, insurance, and government procurement. 

• 	 Labeling ofGenetically Modified Organisms. Need for policy to counter EU opposition to 
GMO:;, which is increasing and hurting U.S. food exporters. 
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• 	 The Transatlantic Economic Partnership (TEP). Need results by December 1999 
(biotec:hnology, expand Mutual Recognition Agreement, and trade-environment). 

• 	 Mexico. Mexican trucking issue unresolved. U.S. access issues include small package 
delivelY, telecommunications, and intellectual property. 

• 	 Canada. Focus remains on Canadian agricultural practices (affecting grains, dairy, meat 
trade); broadcasting and telecommunications; and intellectual property rights. 

• 	 Andean Trade Preference Act (ATPA). Act expires December 2001, but Andeanswant 
reauthorization now, expanded product coverage, and inclusion ofVenezuela. 

, 	 . 

Finaricial.Services Negotiations 
! 	 . 
I 

Bilateral 
• 	 I Currently the USG is within striking distance ofagreements with China (for WTO accession) 

I and Vi;et Nam(for a bilateral accord granting MFN tariffs), but outstanding issues include 
: financial services. . 

• 	 I Accession talks with Russia 'and Saudi Arabia need considerably more work. (Financial 
i services issues have been resolved in the accessions ofAlbania, Croatia, Moldova, Arnienia, 
: Georgia, Lithuania, and the terms ofTaiwan's accession remain essentially agreed.) 
I 

• 	 : We are also negotiating with Korea on revising its WTO schedule to fully reflect its OECD 
i commitments, as Korea agreed to do in its IMF program. 
I 

• 	 ~ NAFTAFinancial Services. Continuing to encourage Mexico to permit direct foreign bank 
I branching. 

Multillteral 
• Although no new agreements will be concluded soon, significant progress should be 'I· 

registered in financial services talks as part the FTAA (negotiating groups already 
~ established with 2005 target implementation date) and WTO Services 2000 negotiations 
i (terms of reference to be set at the 1999 Ministerial, talks to start in 2000). , 

• 	 ! In both these processes we will not only have to identify priority foreign practices and devise 
, strategies to attain objectives, but work with domestic regulators and the Congress to respond 
i to foreign request for liberalization ofour market. Financial modernization legislation could 
isignificantly affect the role the U.S. can play. 

• 	 IFinancial Modernization and National Treatment.· Ensuring national treatment for foreign 
; financial services firms operating in the US under the new financial modernization 
, legislation and regulations, if adopted. 
; . 

Econo~ic Sanctions, International Corruption, and Enforcementl Financial Crime Issues 

EconoJnic Sanc:tions' 

, , 
. 	 , 


I 




• 	 IWG for Sanctions -NSC/ NEC have proposed creation of ari IWG to coordinate 
Administration policy on economic sanctions. 

• 	 Sanctions Refonn - Administration (led by State and Stu Eizenstat) is attempting to build on 
Hamilton-Lugar proposals of 1998 to gain support for legislation to set guidelines for 
analys:ls ofcosts as well as pyrceived benefits ofproposed sanctions and to ensure executive 
branch flexibility to exercise national waiver authority in the implementation ofsanctions. 
Prospects for consensus on Hill do not look good. .. 

• 	 Exemption of Agricultural and Medical Products from· Sanctions - State leading effort to 
implement President's decision to exempt selected exports from sanctions. OF AC preparing 
the necessary regulations. 

• Cuba- Implementation ofannounced modest liberalization ofsanctions to permit increased 
travel ~md remittances and possible sales of food and medicine. 

• 	 ' Serbia':' Monitoring implementation ofsanctions and proposed legislation to avoid directed. 
vote 011 IFIs and. to preserve flexibility and discretion to respond to evolving situation in 
pursuit ofU.S. objectives. 

• 	 ! Burma - Appeals court just ruled against Massachusetts sanctions. IfMassachusetts appeals 
i to Supreme Court, USG must have a position. 

I. 	 I C' .InternatlOna ,orruptlon
•. 	 i IFIs - Continue to press for increased attention to problems of corruption, including 

! improvement in procurement requirements, development ofuniform procurement documents 
and rules, evaluation of corruption in routine reporting, denial of assistance if corruption 

: impediq.g economic reform or implementation ofprojects. 
I ". 	 . 

• 	 OECD - Follow-up to Anti-Bribery Convention (monitoring ratification and implementation, 
I seeking inclusion ofadditional foreign officials, seeking additional adherents). Pressing for 
!anti-colITuption provisions for export credit agencies. Supporting OECD study of anti
: corruption provisions in WTO .. 

• 	 1 Follow-up to VP's conference. Evaluate initiatives proposed by State regional bureaus. 
IBetter Goordinate Treasury technical assistance'andOASIAI Enforcement policy interests 
!with other USG and IFI efforts to combat corruption. 

• 	 ; Preparations for international anti-corruption conference in Durban in October 1999. 

Enfor2ementl r'inancial Crime 
• 	 II' T~p issues are narcotics ~ertification process, countering money laundering and fmancial 

cnme. . .. 

i 
, 

Investment 

• Cox Amendment (S. 1059) to the Exon-Florio Provision. This would require mandatory 
notification to CFIUS ofall acquisitions ofU.S. businesses that result in foreign government 
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controi. and affect national security. We are arguing that VOlootary system works well~ 
mandatory filing not necessary. 

• 	 i 
i 

,WTO:. Scope of investment negotiations in new WTO roood will be decided in Seattle. 

• 	 FTAA investment chapter negotiations have effectively begoo with the usa seeking high 
standards for investment protection. ' 

• 	 i Bilateral Investment Treaties: StatelUSTR wi11lead an interagency effort ~o develop a new 
! prototype treatY~ which we will·argue must include language covering: rights to exercise 
, prudential regulation~ coooter money laoodering~ engage in debt restructuring, and seek BOP 
! safegwrrds. Treatment oflabor and environinental issues will also be considered. 

• 	 I Resolve IPP disputes inIndop.esia. GOI has not resolved the disputes with the independent 
i power producers (IPPs). This could oodermine recovery efforts by discouraging new 

foreign investment. Could involve OPIC and the USG in a state-to-state investment dispute .
I'and int(~rnational arbitration with GOL 

• 	 : Reauthorize OPIC. Current authorization will expire on September 30, 1999. OMB does 
inot anticipate difficulties. 
I 

Trade: Financle Issues 

• 	 I Tied aid: japan continues to look for ways to weaken the rules for commercial advantage. 
, The Europeans are likely to seize any opening provided by Japan in this area. We need to 
!keeP the pressure on Japan to continue implementing the tied aid rules at the current level 
!ofdiscipline. 

• 	 ·1 Tied aid ban for the FSU: As a variant of the item above, Japan is threatening not to renew 
! the ban in October, which would then allow them to subsidize exports to the region. LHS 

. ; letter to MITI Y osano on the issue is awaiting signature. 
i 
I 	 • 

• 	 I Untied aid: We are pressing in the OECD to develop multilater~l rules and procedures to 
: govern untied aid programs. ,We seek to ensure that these programs do not provide a way 
!aroood the tied aid rules to distort trade, and allow U.S: exporters better access to this 
: financing. Japan is the major obstacle. 

• 	 iEnvironment: The U.S. achieved a Summit commitme~t by the G-7 to press to develop 
: environmental "guidelines" for export credit agencies in the OECD. The U.S. wants to be 
ifarmor(: aggressive than the other six on guidelines. Furthermore, other OECD governments' 

. ~ may resist any work on guidelines. . 	 . 

• 	 iBribery: The U.S. is pressing.for export credit agencies to adopt internal procedures to help 
iimplement the OECD Convention. We have succeeded in getting the issue on the 
iParticipants agenda but have encoootered stiff opposition (particularly .from France and 
I 	 ' 
IJapan)., 	 . 
I 



.' 


• 	 Kosovo reconstruction: TheU.S. is developing a multilateral proposal to reconstruct Kosovo I 

and the front line states with untied aid. We are working to fmalize quickly a proposal on 
untied aid rules and procedures that will form the basis of our Kosovo proposaL 

• 	 Market Windows: Treasury is working to limit the ability of quasi-official financing 
institutions (e.g. K:fW ofGermany) to act as export credit agencies without being subject to 
the OECD rules. Germany and Canada are the principle roadblocks. 

• 	 Agriculture: Treasury leads OECD negotiations on an agreement to bring agricultural export 
credits under the OECD Export Credit Arrangement. The U.S. is isolated in trying to protect 

t USDA's long maturities (up to 10 years but more typically 2-7 years). If unresolved, the 
i issue is likely to inhibit our, ability to reduce European agricultural subsidies.in the next 

WTO round and to press for additional financing disciplines in the OECD. 
I", 	 ' 
I , 

• 	 i Airc:aft: A ?n~cing war could bre.ak outbetween the u.~. and the Airbu~ country export 
': 	credIt agenCIes Ifwe can not constram new European practices that allow Airbus to sweeten 
! financing deals in a way Boeing says it cannot match. The root of the problem is an 
i inadequate U.S.IEUAircraft Agreement but in the short-run, Exim will be under pressure to 
i match Airbus practices. 
I 

I , 


• 	 i E~-im':~ securitization project: The syste~ will be served enormously if these credits are 
pnced by the market and managed profeSSIonally. 

I, 

Miscellaneous 
I 

• 	 I Y2K Contingency Planning., Encouraging countries to develop contingency plans through 
: various multilateral fora (G7/G8, APEC, CHFI). Continuing US efforts to promote 
; international efforts, includi'ng through the cabinet-level exercise, tentatively set for 
; September 25. 
i 

• 	 I Extend the refmement ofU.S. reporting with respect to the proposed template for reportiilg 
:of official reserves and claiins or charges against reserves. This would help promote 
! publication of such data by other countries. 

I 
• 	 '~Put in place capability to access and apply statistical analysis to the Treasurv Foreign 

i Currency data system, extending an ongoing effort to add analytical value to these data for 
iuse in reporting on global market developments. Develop a basis for eventual exchange of 
: TFC-type information among key monetary authorities and potentially with major global 
!custody institutions. 

i 
I 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

UNDE~ S2:CRETARY , ' 
July 12, 1999 ' 
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~IEMORAl'4J)~I FOR.8ECRETARY SUM1\tIERS ~ 
I , ' 

IFROM: , James E.,JOhnsO~ " 
, i Under Secretaryf;EiDforcenient) 

I 

SUBJECT: Office ofEnforcement Transitiop. Issues Memorandum ' 
I 

I 
,1' " 	 ~ 

INTRODUC1rIONI ' 
, : . 

I ' ' " ' ' , " ., .' .,' . 
In accprdance with your request ofJuly 6, this memorandum outlines key enforcement issues, 
that w.e believl;: you and Deputy Secretary-designate Eizenstat should consider as you begin to set 
the Dq,artnient's strategic objectives for the next 18 months. As requeSted, this document 
contaitls foun:ategories of information: Part 1.;- "Enforcement's Proactive Agenda" ~- sets forth ' , 

, issue areas in whichthe Office ofEnforcement, in conjunction with other agencies and " " 
Treasfuy's law enforcement bureaUs, ,anticipates taking a proactive role over the next 18 months; 
Part Ii -.;. "En£::>rcement's Responsive Agenda"- describes issue areas which we anticipate will 

,interest Congress and other actors external to the Administration; Part ill- "Enforcement's .' 
Coin~rehensive Agenda" .... provides a more extensive review of issues Enfor~ement is cw::rep.tly 
hand.4ng; and Part IV - ''Uiladdn!ssed Issues" .... outlines those issues regarding which 

'Enforcement does not expect to be in a position to address. ' 
. I,' . . " .,,", .. 

I 	 . 
, 
I 	 . 

1. I 	 Enforcement's Proactive Agenda . ' 

,A. ' 	 . PolicyPevelopment, 

1. 	 Counter-narcotics: Enforcement will build on the Border Coordination 
Initiative, through which Customs and the lJnmigration and Naturalization 
Service coordinate activities at the Southwest border; expand the money. 
laundering focus oftask forces; and will continue to work through issues 

. related to the annual certification process; , 

"i 2. 	 Financial Crimes: Enforcement will implement the money laundering' 
, strategy, and create an infrasq:ucture for both the developmep.t of futUre 
. annual strategies and the implementation ofthe,grant program;,review " 

,', 	 Bank Secrecy Act reporting requirements to ensure that they meet law 
enforcement and regulatory goals while accommodating individual' ' 
privacy concernS and burdens on the finanCial community; extend anti- ' 
counterfeiting efforts, 'both geographically and bytypology; pursue and 
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lead identity theft and access device initiatives; and ensure greater 
coordfuation ofthe PDD-42 process for;engaging nations on combating, 

, money laundering~ , ' , 

3. 	 Violence Reduction: Enforcement will work to enact the President's gun 
and explosives legislative package; create a workable strategic ' 

, enforcement plan in response to the President's recent directive; continue ' 

to develop the information needed to make resPonsible enforcement and 
, "regulatory policy; assess a possible Administration position on current 

firearms litigation, as well as on enhanced firearm safety laws and, , 
regulations; with Economic Policy, review the connection between 

,economic conditio~ and violent crime; with. TaxPolicy, review whether 
, tax policy can be used to effect illegal firean,ns market behavior; further 

incorporate our bureaus into the overaJl counter-terrorism effort; and ' 
pursue 'internatiotlaltrafficking policies that reflect our domestic and 
international anti~violence agenda while providing for the concerns of 

, other nations~ , 	 ' 

4.. :, ,,' Protection~ Enforcement will support passage ofthe protective fimctipn ' 
privilege and,review whether we should press for the renovation of 

! Pennsylvania Avenue in front of the White House (without 'generating 
I, 	 additional pressures for thereoperiing of the street to vehicular traffic). ' 

,lB. Law EnforcementlProfessional Responsibility 
I' 	 '. ' 

i 

f 
i ' 1. 	 Violence Reduction: Enforcement will' work to find new, effective ways 

to make appropriate Brady cases; maximize the effectiveness ofcrimin3J. 
and regulatory firearmS enforcement; extend gun traGing and anti- ' 

, trafficking initiatives, including the Youth Crime Gun Interdiction, 
Initiative; and complete the arson, arid explosives repository. 

, 	 ' 

2. 	 , Presidential Decision Drrective (PDD-62): , The Office ofProfessi~nai 
Responsibility (.oPR) will oversee the Secret Service's efforts to' ' 
implement PDD":62, which designates the .service as the lead federal , 
agency for security plaiming and impleineritationfor cmY event declared' as 
a national special security event (NSSE). ',OPR will alsohe engaged in 

• efforts to wor.f! wlth the Departmentof JuStice, the National Security" 
Council; and the .office ofMa.Ilagement and Budget on funding for, 
,NSSEs.' Additionally, Enforcement is working with Management to, 

, restore Treasury's Counterterrorism Fund; identify resource needs 
,.' associated with the 2002 Winter .olympic Games; and identify resource 
needs ofall Treasury Enforcement Bureaus to support their role in NSSE ' 

, , events. " , 

'-2
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i 3. . . Fairness.in Law Enforcement/Collection ofData: OPR will oversee the 
I 
1 
I 	

development'ofTreasury's response to President Clinton's June 9 
, ,Executive Order issued to the Secretary ofthe Treasury, the Attorney 

General and the Secretary of the Interior regarding fairness oftreatment by 
law enforcement officers~, The.Presidentmtructed Treasu.ry, Justice and 
Iriterior to develop a proposal. within the next 120 days to' gather , 
information on the race, ethnicity, and,gender ofthose who are stopped or 
searched by law enforcement officers. In addition, the Departmentmust 

I 
i 	 provide to the President a report on training programs, policies and 

practices regarding the use ofrace, ethnicity, and gender in law 
enforcement activities~ along wlth recommendationS for improving the 

, training programs, policies and practices. ':;'. ' ,.' 

4. 	 Seaport Security Commission:' cUstoms is one ofthree. agencies that are " . 
leading the d~velopment ofthe work ,of the Seaport Security Commission. 
Assistant Secretary Bresee serves , ,on the Commission. On April 27, 1999, 

., President Clinton signed a Presidential Memorand,um establishing the 

I 

Interagency Comssion on Crime and SeCurity in U.S. Seaports.' The 

Commission'Will prepare a report on the .assessment of the nature and 

"extent ofserious crime in seaports; the.6verall state ofsecurity; an" 
. overview 6fthe specific mission and authorities ofFederal agencies; roles 

ofstate, and local agencies; the effectiveness ofcoordination efforts; and 
will make recommendations forimproving the response ofFederal, state 
'and local governments to the problem. The Commission will complete its, 

, ' 

: 
, , I work by May 2000. '." 	 . 

I 
, 

5." Training: Enforcenienhvill pursue the creation offacilities,Urider FLETC .. 
management, to.handle an increasing workload; and create new " 
'International Law Enforcement AcaCleniies;widerappropriate leadership .' 
and at appropriate sites. ' , , , 

C. 	 Tariff and Tnide Affairs 

1.'. 	 Customs Automation: Enforcement,mcoor~ationwithManagement, 
will workWith Customs as it,begins repl~u::ement ofits Automated 
Commercial System(ACS), with a new.Automated Commercial " 
Envrronment(ACE),to be completed over 3:,4-5 year period. There will " 
be a significant budget impact, as well as significant public interest. ,:.; . 

, .. 	 .... .' 

2. ' '. Iriternational Trade Data Syst~m: Enforcement \Vill continue its over~ight ' 
.ofthe development of the International Trade Data System, deployment of 
which is to be completed over a 3 ..4 year period. This is a Vice 

, Presidential re-inventioninitiative, which will bring significant 
, government and public benefits. ' 
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I 
I 

, I 

I' 
3.' 'G-7 Trade Document Standardization: Enforcement will continue its 

efforts to complete the G-7 smmnit initiative to develop standard, 
, ,electromc trade documentation' for trade among G-7 countries. 

I' 

4~ 	 Child Labor: EnforcementV¥j1l establish an effective,partnership among 
advocacy groups, importers, and government agencies to, eliminate trade in 
goodS produced by forced child labor. This is a White House initiative, 
with substantial Congressional interest. Enforcement'chairs the Chiid 

" Labor Advisory Committee, which will hold its second meeting on July 
13. 

I 

I 


I 

I 

II: IEnforcement's Responsive Agenda 
I 	 ' 

lA. ~, Policy Development , 
. . 	 .' 

,I 
L 'Narcotics:. Enforcement will respond to attempts bycertain elemeIlts (on 

the Hill and within policy-making bodies within the Administration) to 
, consolidate anti-narcotics policy and operatiorisin ariunhelpful manner; 
, , the ,continuing demands to enhance the efforts of other nations in an, 

environment l!U'gely affected by the current certification rules; and the , 
, rising interest in a more enhanced use ofIEEP A sanctions; 
I 

" 

2.' ", Financial Crirtle: Enforcement will complete the money services business 
, regulatory process, while educating others on the value of the Bank 
Secrecy Act. 

3. 	 Violence Reduction: Enforcement will respond appropriately to assertions' 
thatwe are not enforcing existing laws, mcluding by iinprovingpublic ' 
r~ortingon enforcement actiVity. ' ' 

,4. 'Firearms: Gun lawsuits:" Enforcement will address , the various' , ' 
institutional, legal and policy issues arising out of the lawsuits filed by , 

, I 
I cities against the firearms industry. The lawsuits and related legislation . 
1 raise questions ofthe properfederaI role generally, and ATF"'s role in 

) particular, in these suits; " ' " , 

I 

5. Firearms: Economics and Guns: Enforcement will continue to work with '~, 
J 

"I , EconomicPolicy to assess how best to respond to assertionS by two ,', ' 
I , economists that Unfettered ,gun access reduces violent crime., ' 

, 6. ' Protection: 'Eworcement will respond to periodic calls toroopen 
Pennsylvania Avenue.' , 

I, 

i ' 
I 

I 



i, 

I 


, , 	 i 
: 
) 7. 	 Coast Guard Roles and Missions: Under Secretary Johnson represents the 

Department of the Treasury as part of an Interagency Task Force 
reviewing the roles and missions ofthe United States Coast Guard, with a 
view toward developing a report to be used in restructuring the Coast 
Guard for the next15 years. ' I 

I 
iE. Law EnforcementlProfessiorial RespoI)Sibility
i 

L 	 Violence Reduction: Enforcement will work to foster a better record
, keeping and statistics-gathering process at A IF' in order both to respond to 
outside claims and to develop the empirical basis for future policy, 
proposals; , ' 

" '2. ' Fireanns: Brady Implementation: Enforeerrient is working with AIF to 
, improve its system for reviewing FBI referrals.' The pennanent provisions ' 

, , ofthe Brady Act of 1994 require that the FBI or state law enforcement ' 
, I agencies perform computerized record checks ofpurchases prior to the ' 

" 

sale ofa fire3rin. Brady denials are referred to AIF for possible criminal 
,investigation.. 

:3. 	 Fireanns: Safe Cities NetWork: Enforcement will coordinate Treasury's ' 
involvement with the Safe Cities NetWork Project. Vice President Gore 

I 
; 

recently announced this initiative ofthe National Partnership for 
I Reinventing Govemment, which wiUattempt to leverage local and,federal 
I progress onfirearins enforcement issues for the benefit ofother ' , ' 

, jurisdictions by establishing a federally sponsored website through wbich , 
,federal and IO,cal officials share information. TheDepa:rt:rilent of Justice is 

" , 

expected to fuD.d this project, and AIF is participating. 

, ,4.I Training: Enforeementwill respoIidto the rapid increase in the number of ,
I' 

students, particularly from INS, ina way that preservescentra1iz¢ , 
, training, and will deal with demands that the ILEA South be placed i,n 
, RosWell, New; Mexico. " ' , " 

", .. 

, Tariff andTrade 

, " 

I 
I " 1. Softwood Lumber: Inresponse to requests from USTRandmembes of 
I , Congress from lumber-producing states, the CustoIlll? Service has' changed'I 

, the tariffclassification ofcertain softwood lumber products. The U.S.• " ' 
position is supported by domestic industry but opposed bythe ' 

f 
' 

, I
, 'GOvernment ofCanada and by the international organization that oversees 

administration ofthe international tariffnomenclature and coding System.' 
The U.S. position is also the subject oflitigationinU.S. courts. 
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. ,\. ' '" "" :. ". -" '. , 

. 2. Sugar Svrups: In response to requests from members, of C()ngr~ss from 
sugar~producing states, the Customs Service has proposed. to change the 

. tariffc1assificationof certain sugar syrups. The U.S. positionissupported 
by domestic industry, but is opposed by the Goverinnent ofCanada:, and is 

. likely to becotne the Subject ofdomestic litigation. . 
i 
: 
I 

D.Foreign Assets Control 

.." , . . . ..
' 

, 	 , ', . ,..' ! 

1: Section 118 ofthe Treasury/Postal Appropriations Act: Through passage. 
ofSection 117 ofthe Omnibus Appropriations Act of 1999, Congress 

,enacted amendments to the Foreign Sovereign Immunities Act allowing 

i ' 
I 
I 

'/ . attachment ofassets' ofterrorist-list stat~s to, pay certain judgments 
. awarded to victims of terrorism supported by those states. These assets 
include diplomatic 'properties and other assets that have been blocked by' . 
the PreSIdent under the International Emergency Economic P~wers Act 
("IEEPA") and the Trading With the EnemyAct. The President waived 
. those provisions, in accordance with the national security waiver authority 
contained in the legislation. The scope and effect ofthe waiver are 
currently in litigation. . '. , 

. ' 

"j 

. . 

,On June 24, by proposal ofSenators Kyl, Mack and Lautenberg, the 
Senate AppropriatiOns Comlnittee added language (now Section 11 8) to 

.. the Treasury/Postal Appropriations bill, which eliminates the effect of the 
President's waiver except as it applies to the priinarydiplomatic property 
ofeach state and expandS what can be attached to include USG debts 
owed to terrorist-list states. Treasury has opposed the amendment, but 
passage by the Congress now appears likely. ' ' 

. "2. 	 . Coverdell-Feinstein bill to impose IEEPA ..like sanctions against Mexican . .. , 

and other foreign narcotics traffickers., In March 1999, Senators Coverdell ' 
! 
i 

and Feinstein introduced a bill that urged the President to emulate the on- ' 
going, successful SpeCially Designated Narcotics Traffickers ("SDNT'')' 

" program against the Colombian drug cartels administered by OFAC and to 
use it'ag3inst foreign narcotics traffickeciin other countries, particularly 

. Mexico; InJate May, the. two Senators introduced a fat more substantive' 
i' . bill (S.lI71)¢.at would create a new IEEPA-like program imposing 
I 'SDNT~type sanctions against foreign narcotics traffick~, with the . . '. . . 

'. emphasis on Mexican drug kingpins. Although the proposed legislation is 

" I' 

! 
! highly flawed; some version of the bill is likely to pass in Congress. A 

"-
I nearly identical bill has been introduced in the House. Working with ......... 


Legishitive Alfairs, OFAC has prepared comments upon S. 1171 and has' 
briefed the Senate and committee staffs about IEEP A,. the SDNT program . 
againstthe Colombian cartels, and the procedural deficiencies we find in 
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. the ap!,roach ~ontained in S: 117L 

.' III. Enforc(~ment's Comprehensiv~ Agenda .' 
l' 	.'. 

j 

A. 	 Law EnforcementlProfessional Responsibility 

1. 	 National Threat Assessment Center Program CNTAC):'Enforcement's . 
,Office ofProfessional ResponSibility is working with the Secret Service 
on the implementation'of this program, which is 'crucial to its protective 

. intelligence mission. NTAC will provide threat assessment training for 
, 	. law enforcement officials; consult with law enforcement officials OIl 

complex threat assessment cases; promote i.J;1formatioIl sharing among law 
enforcement agencies with protective resPonsibilities; and create and 

, t 	 xrurintain a central repository ofinformation for lawenfcircement agenCies. ' • j , 

i ' 2. 	 OMB RevieW ofthe DimaritYofFundirig between Treasury arid Justice: " ., 
! , Enforcement Is providiD.g informationto OMB regarding areas in which 

there appear to be disparities in funding levels between the law' , 
enforcement,bureaus ofthe two departmentS. OMB will use this

I 
I. 	 information dUring its summei-lo~g review ofthe funding issue. 
, 

3. Targeting Federal Fireanns LIcensee !FFLs) for Inmection: '. 
I . Enforcement's Offic~ ofProfessional Responsibility is-conducting a . 
i reviewofhow ATFcan use trace anderuorcement information to better 

identify high-risk FFLs who may be contributing to illegal gun activity. 
.. This will help ATF better allocate its resoUrces when selectingFFLs for' 
, ,examination and compliance With the Gun Control Act (GCA). 

4. 	 Yo~th Crime Gun Interdiction Initiative: Enforcement's Office of 
Professional Responsibility is ensuring ,that ATF's implementation of the " 

, YCGIIprogram meets its goals. This includes the preparation ofan,,'... '. 
improved annilal. report and in~house analytic capability; the hiringan.d ' . 

.' placement ofnew YCGII agents; assisting in enlisting 10 additional cities 
, 'into the program; and 'ensuring progress in computerizing trace requests by , 

stilte and local law enforcement, and responses to ,them., . 
,', '. "', 

5:, Roll-out ofProject LEAD: ProjectLEAD isa c~mputer System that 
, identifies potential sources of illegal,fireahns trafficking.' Enforcement's 
Office ofProfessional Responsibilityis ensuring that ATFfullydeploys 
the system; allows local police departments to have access to this database .. 
- either through field agents or regional gun centers that are under " 

, development byATF; and that the system's analytic capabilities and uses 
. continue to improve., ' I 

, ,, 	 " -:-7- . 



6~'National Tracing Center (NrC) Infrastructure:, To ~e that the NTC's 
·gun tracing system.is effective in providing timely and accurate gun trace 
resUlts to federal and local law eitforcement entities, and develops an 

. . analytic capacity to meet enforcement and regmatory needs, 
Enforcement's Office ofProfessional Responsibility is working with ATF 
in a number ofareas, including studying possibleenhancemetits to the 
Firearms Tracing System (FTS); reviewing the retention of firearms trace 
and multiple sales records; andlooking for ways to improve the collection. 
ofout-of-business rec()rds. , . . 

. [ . . , 	 . , . . 

, 7. 	 Organized Crime Drug Enforcement Task Force (OCDETF) Programs:. 
Prior to FY 1998, the Treasury agencies -- ATF,Customs, and IRS •.:. .' 
· received funding for the OCDETF programprrough a reimbursable 

'. 	 agreement Withthe Department ofJustice(DOJ).InFY 1998,Treasury 
began.receiving Oc:nETF .~ding in the Treasury appropnation. In.FY.' 
,1999, Enforcement's Office ofProfessional Responsibility began a review 
ofTreasury's participation in theOCDETFprograrri to ensure that the 

, , 
·TreasuryhQxeaus h.ave appropriate procedures and practices in placeI 

, , regarding use ofOCDETF funds. Currently, Treasury is analyZing the 

disparity inFrE and OCDETF ,funding between DOJ and Treasury. 


,Although.Treasury is involved in an equal nuinber ofinvestigations, it 
receives only one':'fourth of the funding thatDOJ receives.. Weare 
working to resolve this disparitY. See also.. discussion ofitem 2~ above: . , 	 -. . .. 

.8.' . Customs EEb Implementation Working Group: Enforcementinitiated a 
review of the Customs Headquarters' Office ofEqual Opportunity (BEG 

. 1 Office) in March 1998.. The review resulted in 13 recommendations .. 
·	involving the reporting'relationship and staffing oftile EEO Office; the 
effectiveness ofthe EEO Office in coordinating its activities with other 
staffoffices; and the evaluation ()f the effectiveness ofCustoms '. '. . 

, Headquarters EEO officials in providing guidance andadvice to Customs'.' 
. managers. An Implementation Working Group headed by Enforcement is 

closely monitOring the implementation' oreach ofthese reC'ommendations. 

i 
I 	

9. Financial Cririles Enforcement Network Personnel Resources Review: In 
I . March 1999, Enforcement,in conjunction with the, Office ofPersonnel ' 
1 Policy (OPP), conducted a series ofmeetfugs with Finaticial Crimes 

i 

: ·EnforcementNetwork (FinCEN) employee~ to discuss employee concerns; 

During these meetings, several personnel issues were discussed.. . . .' . 
Enforcement requested that the OPP conduct an assesSment ofFinCEN's . , " 
personnel staffing operation to ensure that personnel practices are in .'. . 
compliance with Federal and Deparimentpolicies and procedures.' When 
OPP'sreview~s completed, Enforcement will oversee the implementation 

·ofany necessary changes. . 	 ' ,,'. . 

-8



." 

, I 

10. 

,'11. 

, ' 

, 12. 

, . 

13. 


'Assis1:ancet~,D.C.'s Metropolitan Police Department: Treasury and 
Justice have organized an interagency law enforcement working group for " 

" training assistance for D.C. Metropolitan police officers. ,The 
Treasury/Jusqce working group has focused its efforts on completing the 
following projects by the end of the summer: assisting with the 

, development oftraining standards for the D.C. Metropolitan Police, 
Trainirlg Academy; providing special training for Metropolitan police 
officers; and providing Y2K technical assistance in special areas ofthe " 
police department. " , 

, ." , 

Volunteer Support for the D.CSchools: 'The Departments ofTreasury . 

and Education are co-chairing.an effort within the Federal government to' 


, provide volmiteersupport for the D.C. SCh091s. Under Secretary Johnson 

and Leslie Thornton, Chief ofStaff, Departm.ent ofEducation, haveI'net 


, withD.C. Schools Superintendent Ackerman to discuss and agree OIl best 

practices. for~dirigD.C. schools. Staff from the Departments ofTreasury 

and Education are,working to complete the following,initiatives before 

school opens in August 1999: consolidate the Clinton Administration' 


, volunteer responses to D~C schoo Is tinder one administrator in the F edera1 
governme,nt; and develop a pool ofvolllIlteersfrom Federal departments to' 
match requests from D. C. schools. 

Interagency Cotmnittee on Women In Federal Law Enforcement 
,(ICWIFLE):ICWIFLE is a task force· created by the Office ofPersonnel 

Management in 1978 to study the reasons for the low number of women 

entering federal law enforcement. In 1983, Treasury andJustice beCame 

jointsponsors' ofthe organiZation. In 1998, it was discovered that 

•ICWll"LE waS operat:iD.g asa hybrid organization- part government, part 

private....; raising anumber oflegalissues. Asa result, Treasury and , 

Justice must decide whattype ofofficial relationShip they should have 


. :,"• with ICWIFLE.in the 'future. Enforcement~ working close,ly with the • 

General Counsel's office, has established a working group ofbu.reauari.d 

cmefcounsel representatives to formulate the Department's 'position on 

,the future ofICWIFLE.' . 


'FLETC Implementation Working Group:)n October 1997, the Office of 

Enforcement contracted with Booz"-Allen & Hamiltonto conduct a 

management assessirient of the federal Law Enforcement TrainiitgCenter .' 

(FLETC). To ensure that the report's recomrilendations are iI'nplemented':i: 

ina thorough and timely manner, the Under Secretary established an 


, Implementation Working Group(IWG), chaired by Assistant Secretary 

: Elisabeth Bresee. The IWGprovides oversight ensuring tb.atthe, , 

, assessment's recommendations result in positive change within FLETC. 
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14. 	 International Law Enforcement Academy OLEA): Treasury participates 
with Justice and State in the development and operation ofa series of 
ILEAs in Budapest, Bangkok and Latin America (ILEA South). "Treasury 
is directly reSponsible for management ofILEA Bouth. The State 
Department'sFY 1999 appropriation bill proVided that ILEA South .. 

. should be located in Roswell,NeW Mexico. We are still working with 
Congress, Justice and State to resolve the location ofILEA South. 
Additionally, an ILEA for Africa is currently being developed.· .. 

Tariffand Trade 

,1. '." Alcohol: . Enforcement is working on an ini!iative to raise problems of 
. , . alcohol abuse'as a factor in ATF regulatory policy,. and to include 

, I information on hazards ofunderage drinking inappropri~te publications 
and speec4es, • 

, C. 	 Foreign Assets Control 

, - 1. Licensing Services. '. OFAC has developed ~ comprehensive strategic plan . 
I, to optimize licensing procedures to raise the leveloftitneliness and quality 

ofservice to the public in its licensing function in support ofU.S. foreign 
policy objectives.' ., 

2. 	 Implementation ofPresidenrlal AgrlculturaIlMedical Initiative. OF AC is 
developing regulations and procedures to implement the President's

i 
. I 

!I . 
. decision ofApril 28 to exempt exports of food and medicine from ' 
unilatera1lyimposed embargoes. Following receipt ofState policy., 

, guidance on July 7, OFAC is preparing procedures to permit sales ofU.S. 
',' agricultural exports from the currenf harvest cycle ..' . 

,3. , Specially Designated Nationals Identification. OFAC has several ongoing' . 
. initiatives to identify additional narcotics traffickers, terrorists, and target .' 

country entities for inclusion on its list ofSpecially Designated Nationals 
,I 

(which includes "Specially Designated Narcotics Traffickers" and '. '. , 
I , "Specially Designated Terrorists")., Thes~ lists publicly expose the entities 

. j 
OFAC has determined to be owned or controlled by; oraeting on behalfI 
of, ,sanctions targets named in Presidential Executive Orders.. 

" 	 " ~ 
. j 	 , ,. 

I 4. SerbiaIKosovo. OFAC is working closely with the State Department in its 
! , coordination efforts with the E.U., to continue pressUring President . 

Milosevic in Yugoslavia by'identifying and disrupting his sources of 
.funcllnC" . 	 . 

. c· . 
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.""~ .'IV.· Unaddressed Issues 

A Law EnforcementlProfessional Responsibility 
. 	 . . '. 	 . 

1. 	 Firearms: GUns and alcohol. Enforcement does not foresee itself as being 
. able to review the links between alcohol abuse and gun misUse. 
..' 	 . 

Z. 	 Firearms: Gunsand advertising. Enforcement does not foresee itself as 
. being able to review issues ofgun labeling and advertising. 

I • 

. I 

, . 

I 


... : 
, 

!. 
. 

j 

I 


< . 

I 
\ 

i 
I 
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