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MEMORANDUM FOR THE P ENT
FROM: ROBERT E. RUBIE]Z«V
| .
SUBJECT: Enclosed Presidential Decision Directive Establishing the Small

Business Administration as a Member of the NEC
L BACKGROUND INFORMATION: The enclosed Presidential Decision
Directive/NEC-4 formally establishes Small Business Administration membership on
the National Economic Council: This PDD responds to a request from the
Administrator of the Small Business Administration and reflects the important role of
small business in the United States economy.

II. RECOMMENDATION: You have indicated to the SBA Administrator, Erskine
Bowles, that you want the SBA involved in the development of economic policies that
affect small business and I agree that the SBA's involvement is important. The
recommendation is that you sign this Presidential Decision Directive, formally
establishing SBA membership in the NEC.

|

III.Q’CISION: x

__YApprove ___Approve as aménded ___Reject ___ No action
|
l
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PRESIDENTIAL DECISION DIRECTIVE/NEC-4

TO:

¢

SUBJECT:

THE VICE PRESIDENT

THE SECRETARY OF STATE

THE SECRETARY OF THE TREASURY

THE SECRETARY OF DEFENSE

THE SECRETARY OF AGRICULTURE

THE SECRETARY OF' COMMERCE

THE SECRETARY OF LABOR

THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT

THE SECRETARY OF TRANSPORTATION

THE SECRETARY OF ENERGY

THE DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET

THE CHAIR OF THE COUNCIL OF ECONOMIC ADVISERS

THE UNITED STATES TRADE REPRESENTATIVE

THE ADMINISTRATOR OF THE ENVIRONMENTAL PROTECTION
AGENCY

THE ASSISTANT TO THE PRESIDENT FOR NATIONAL SECURITY
AFFAIRS

THE ASSISTANT TO THE PRESIDENT FOR DOMESTIC POLICY

THE ASSISTANT TO THE PRESIDENT FOR

SCIENCE AND TECHNOLOGY POLICY

t

Membership of the National Economic Council
1

i

To assist me in carrying out my responsibilities in the area of the national economy, I hereby
direct that the Administrator of the SBA be made a member of the National Economic
Council. The Small Business Administrator shall be added to the list of members identified
in PDD/NEC-2 and PDD/NEC-3, which are amended by this directive.

The Small Business Administration shall be represented on the NEC Deputies Committee
(ECONZ2) by a senior official of Deputy, Secretary or Under Secretary rank chosen by the
Small Business Administrator. The Small Business Administration shall also participate in
other NEC committees and interagency working groups as appropriate.
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PRESIDENTIAL DECISION DIRECTIVE/NEC-1
\

TO: . THE VICE PRESIDENT
- THE SECRETARY OF STATE
THE SECRETARY OF THE TREASURY
THE SECRETARY OF AGRICULTURE
THE SECRETARY OF COMMERCE
THE SECRETARY OF LABOR
THE SECRETARY OF HOUSING AND
- URBAN DEVELOPMENT
THE SECRETARY OF TRANSPORTATION
THE SECRETARY OF ENERGY
THE ADMINISTRATOR OF THE
ENVIRONMENTAL PROTECTION AGENCY
THE CHAIR OF THE COUNCIL
OF ECONOMIC ADVISORS
THE DIRECTOR OFkTHEAOFFICE OF
MANAGEMENT, AND BUDGET
THE UNITED STATES TRADE REPRESENTATIVE
THE ASSISTANT TO THE PRESIDENT
FOR ECONOMIC POLICY
THE ASSISTANT TO THE PRESIDENT
- FOR DOMESTIC POLICY
THE NATIONAL SECURITY ADVISOR
THE ASSISTANT TO THE PRESIDENT FOR
SCIENCE ANQ TECHNOLOGY POLICY
; o
SUBJECT: : Establishment of Presidential Review and Decision
Series/NEC '

The following instrumentalitiéé are hereby established to direct
. the work of the National Economic Council and participating
agencies and to inform the departments and agencies of

' Presidential directives:

|
I

- Presidential Review Directive {PRD ) /NEC : o
i

This series will be used to direct that reviews and analyses
be undertaken by the deparkments and agencies.

-- Presidential Decision Diregtive~(PDD)/NEC
. T

. -
This series will be used to promulgate Presidential
decisions on national and economic matters.
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March 24, 1993

PRESIDENTIAL DECISION DIRECTIVE/NEC-2

TO: THE VICE PRESIDENT

THE SECRETARY [OF STATE

- THE SECRETARY |OF THE TREASURY

THE SECRETARY OF AGRICULTURE

THE SECRETARY OF COMMERCE

THE SECRETARY [OF LABOR ,

THE SECRETARY |OF HOUSING AND URBAN DEVELOPMENT

THE SECRETARY [OF TRANSPORTATION

THE SECRETARY !OF ENERGY

THE ADMINISTRATOR OF THE ENVIRONMENTAL PROTECTION
AGENCY 1

THE CHAIR OF THE COUNCIL OF ECONOMIC ADVISORS

THE DIRECTOR OF THE OFFICE OF MANAGEMENT AND
BUDGET f

THE UNITED STATES TRADE REPRESENTATIVE

THE ASSISTANT |TO THE PRESIDENT FOR ECONOMIC POLICY

THE ASSISTANT|TO THE PRESIDENT FOR DOMESTIC POLICY

THE NATIONAL SECURITY ADVISER

THE ASSISTANT 'TO THE PRESIDENT FOR SCIENCE AND
TECHNOLOGY POLICY

| : :
SUBJECT: Organization of the National Economic Council

To assist me in carrying out}my respon51b111ties in the area of
the national economy, I hereby direct that the National Economic
Council system be organized as follows.

A. The National Economic Council (NEC)
t

The National Economic Cguncil will be the principal forum
for consideration of economic policy issues requiring _
Presidential determination. ! The responsibility, functions, and
membership of the NEC shall be as set forth in Executive Order
12835 and this Presidential’ De01sion Directive. The NEC shall
(1) advise and assist me in 1ntegrat1ng all aspects of national
economic policy -- macro-economics, micro-economics, domestic,
international and sectoral (in conjunctlon with the National
Security Council); (2) develop and manage the economic policy-
making processes with respect to domestic and international
economic issues; (3) coordlnate economic policy advice to the

!
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Pre81dent, (4) ensure that economlc policy decisions and programs
are consistent with the Presxdent s stated goals, and ensure that
those goals are being effectmvely pursued; and (5) monitor
implementation of the President s economic policy agenda. The
Assistant to the President for Economic Policy may take such
actions as may be necessary or appropriate to implement these
responsibilities. As prov1ded in Executive Order 12835, (1) the
Council may function through establlshed or ad hoc committees,
task forces or interagency groups. (2) The Council shall have a
staff to be headed by the Assistant to the President for Economic
Policy. The Council shall have such a staff and other assistance
as may be necessary to carryfout the provisions of this. order.
(3) All executive departments and agencies shall cooperate with
the Council and provide such]a351stance information, and advice
to the Council as the Council may regquest, to the extent
permitted by law. Along with its subordinate committees, the NEC
shall be my principal means for coordinating Executive
departments and agencies in the development and implementation of
national security policy. ﬂ

! .
The NEC shall have as its members the President, the Vice
President, the Secretary of §tate, the Secretary of the Treasury,
the Secretary of Agr:.cultureg the Secretary of Commerce, the
Secretary of Labor, the Secretary of Housing and Urban
Pevelopment, the Secretary oﬂ Transportation, the Secretary of
Energy, the Administrator of the Environmental Protection Agency,
the Chair of the Council of aconomlc Advisors, the Director of
the Office of Management and Budget, the United State Trade
Representative, the Assistant to the President for Economic
Policy, the Assistant to the President for Domestic Policy, the
National Security Adviser, anh the Assistant to the President for
Science and Technology Policy ' The heads of other Executive
departments and agencies and other senior officials shall be

invited to attend meetings of the NEC where appropriate.

The NEC shall meet as rekuired. The Assistant to the
President for Economic Policy, at my direction and, when
appropriate, in consultation with the Secretary of the Treasury,
the Director of OMB, and the h351stant to the President for
National Security Affairs, shall be responsible for determining
the agenda and ensuring that the necessary papers are prepared.
Other members of the NEC may propose items for inclusion on the
agenda. The Assistant to the Preszdent shall be assisted by a
Natlonal Economlc Council stﬂff

B. The NEC Principals Committee (ECON1)

An NEC Principals Commit&ee is established as the senior
interagency forum for the consideration and integration of policy
issues importantly effecting ithe national economy. The NEC

Principals Committee shall review, coordinate, and monitor the

i
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development and implementatlcn of national economic policy. The
NEC/PC should be a flexible instrument -- a forum available for
‘Cabinet-level officials to. meet to discuss and resolve issues not
requiring the President's particxpation. The Assistant to the
President for Economic Policy will serve as chair of the NEC
Principals Committee. The Assistant to the President for
National Security Affairs shall be informed of meetings and
invited to attend all those with international economic and
international security implleatlons and considerations.

The NEC Principals Commﬂttee shall have as its members the
Secretary of the Treasury:; the Director of the Office of
Management and Budget:; the Chalrman of the Council of Economic
Advisers:; the Secretary of Commerce, and the Secretary of Labor:
and the Assistant to the Preszdent for National Security Affairs
as appropriate. Other heads of departments or agencies shall be
invited as needed. _

\
The Assistant to the President for National Economic Policy

shall be responsible -- in consultation with the Secretary of
Treasury and Director of OMB, and, when appropriate, the
Assistant to the President for Natlonal Security Affairs -~ for

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

C. The NEC Deputies Committee (ECONZ2)

An NEC Deputies Committee shall serve as the senior sub-
Cabinet interagency forum for consideration of policy issues
affecting the national economy. The NEC Deputies Committee shall
review and monitor the work of the NEC interagency process
{Including Interagency wOrking Groups established pursuant to
Section D below). The Deputles Committee also shall focus
significant attention on pollcy 1mp1ementat10n. Periodiec reviews
of the Administration's maJor economic initiatives shall be
scheduled to ensure that they are being implemented in a timely
and effective manner. Also,’these reviews should periodically
consider whether existing pollcy directives should be revamped or
rescinded. 1

The NEC Deputles Commitéee shall have as its members the
Deputy Assistant to the President for Economic Policy (who will
serve as the chairman) and the appropriate senior officials of
Deputy Secretary or Under Secretary rank chosen by the relevant
heads of departments or agen01es which compose the NEC in
consultation with the Deputy Assistant to the President for
Economic Policy. The Deputy |Assistant to the President for
National Security Affairs shall be a member of the NEC Deputies
Committee and attend meetlngs as needed. The Deputy Assistant to
the President for Economic POllCY may invite representatives of
other Executive departments and agencies, and other senior
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officials, to attend meetingé of the NEC Deputies Committee where
approprlate in light of the issues to be discussed. :

The Deputy Assistant to the President for Economic Policy
shall be responsible for calllng meetings of the NEC Deputies
Committee, for determining the agenda, and for ensuring that the
necessary papers are prepared The NEC Deputies Committee shall
ensure that all papers to be |discussed by the NEC or the NEC
Principals Committee fully analyze the issues, fairly and
adequately set out the factsJ consider full range of views and
options, and satisfactorily assess the prospects, risks, and
implications of each. The NEC Deputies Committee may task the
interagency groups establlshed pursuant to Section D of this
Presidential Decision Dlrective.

D. Interagency Working Grdﬁgs (ECON3)

A system of Interagency Working Groups -- some permanent,
others -- ad hoc -- is hereby authorized., The NEC Interagency
Working Groups shall be established at the direction of the
Deputies Committee, which shall also determine the chair of the
NEC Interagency Working Groups -- either departmental or NSC,
“NEC, or DPC. The Interagency Working Groups shall convene on a
regular basis -~ to be determlned by the Deputies Committee -~ to
review and coordinate the lmplementation of Presidential
decisions in their policy areas. Strict guidelines shall be
established governing the operatlon of the Interagency Working
Groups, including partlclpants, decision-making path and time
frame. The number of these &orklng groups shall be kept to the
minimum needed to promote an effectlve NEC system.
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MEMORANDUM FOR: A 1ALEXIS HERMAN

N - RAHM EMANUEL
REGINA MONTOﬁA
CAROL RASCO
ROY NEEL

FROM: | JOHN Pongz:sm’iiém”’/ﬁﬁi

- ‘
VSUBJECT: National%Econqmic Council

|
The President is scheduled to sign the Executlve Order

establishing the National Economic Council tomorrow. I have

- attached a memo prepared by Mark Gearan on the comp091tlon of the

Council, which recommends that Option 4 be followed, together
with an earlier draft of the,Executlve Order, which contemplated
a larger membershlp -= the most recent Order 1ncludes the smaller

- 1list that appears on page 2 ef the memo.

I .
Please get back to me or Todd Stern as soon as possible w1th your

comnments on that recommendatlon and on the attached draft Order.
(CTPEAEEE ‘ -

"\\\M\dw:;mg% wzf
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To: . Mack McLarty»

From: " Mark D. Géérah\x\}g@
, S o M
Date: January 23, 1993
Subject:‘ B "Compositioh o& the National”EconomiC Council
- ;Background f

The initial draft of the Executlve Order establlshlnq the
National Economic Council has been wrltten and we plan to
finalize the document by Monday. We need to make recommendations |

to the President as to who should serve on the Council and how we;

should announce the membershlp.' The Executive Order, as
currently drafted outllnesgthe membership in a sectlon of the-:
Order. -

- As you know, this dec151on is espec1ally lmportant since the
President plans to sign thegExecutlve order on Monday, and 51nce
the work of the Councils w111 be a major toplc of dlscu551on at
the Cabinet Retreat. .

Objectives in Membership

There are a number of;lssues to consider as we develop
recommendations for the comp051tlon of ‘the National Economlc o

_Council:

* . representation of all key economic agencies;

* appropriate represéntatlon of non-economic agencies with
substantlal economlc 1mpact°

* wcrkabxllty of the qroup, w1th respect to capac1ty for
maklng decisions, etc.,

* comp051t10n of suc%essful 51m11ar groups such as the NSC;

* political represegtatlon which w111»ensure that all
relevant players arefvested.in-the work of the Council.
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Ooption #1: Current Draft

NEC Members'i 0 tions:

The list currently'outlined in the Executive Order includes
the following people: : - S »

-President
-Vice President. _
-Secretary of State -
-Secretary of the Treasury
~-Secretary of Commerce ‘
-Secretary of,Labor
‘-Secretary of Energy
~Chair of the Council of Economlc Adv1sors
-Director of OMB
-U.S. Trade Repreqentatlve
. =Administrator of the Env1ronmental Protectlon Agency
-Assistant to the/President for Economic Policy
.~Assistant to the President for Domestlc Policy
-National Security Advisor : .
I think this group meeés most of our objectives. However,
we need to consider whetherlor not we should expand the group to
address a broader range of issues which have substantial impact

~on the economy but are not dlrectly related Suggestions

1nclude.

-Secretary of Housing and Urban Development
~-Secretary of Health and Human Serv1ces
-Secretary of Transportation

-Secretary of Agriculture

-Secretary of Education

~ Use the current draft of the llSt with no additions. This
will keep the group small [twelve plus President and Vice

A Presxdent], p0551b1y 1mprov1ng its ability to make dec151ons.

The drawhack of making' no addltlons is the resistance of
Cabinet members and other polltlcal forces who will feel that
they should be included and that their exclusion is de facto de-
prlorltlzatlon of their work :

The membershlp under thls optlon would 1nclude,‘

-Pre51dent
-Vice President
- ~Secretary of State
-Secretary of the Treasury
-Secretary of Commerce
. =Secretary of Labor
~Secretary of Energy
-Chair of the Counc1l of Economlc Advisors'
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-Director of OMB
"=U.S. Trade Representatlve -

-=Administrator of the Environmental Protection Agency
-=Assistant to the Pre31de1t for Economic Policy. ‘
-Assistant to the Pre51dent for Domestic Policy
—Natlonal Securlty Advisor '

Optien'#z' Add Appropriate chxnet Hemhers

Add on all of the Cabinet members listed above as- p0551b1e
.concerns. This would vest more ‘interests in the de0151on*mak1ng,
which could help when it is tlme to implement the NEC’s
strategies. However, this is a "slippery slope" as we may end up
with requests from other Cab1net or Agency officials demandlng

representatlen. : .

The membership under thls option would 1nclude.

:-Presldentk
-Vice President
~-Secretary of State
~Secretary of theiTreasury
-Secretary of Commerce

_—-Secretary of Labor
~-Secretary of Energy ‘
-Chair of the council of Economlc Adv1sors :
-Director of OMB i :
-U.S. Trade Representative :
-Administrator of |the Environmental Protéction Agency
-Assistant to the |President for Economic Pollcy
~-Assistant to the President for Domestlc Policy
~-National Securlty Advisor

~-—Secretary of Housing and ‘Urban Development
-Secretary of Health and Human Services
-Secretary of Transportatlon
-Secretary of Agrlculture

—Secretary of Edueatlon

Option #3: Add All Interested Parties, Work Through Executxve
'COmm1ttee , ]

, Add on all interested partles, but handle prlmary
responsibilities of the NEC through an Executive Committee.

While this-has the advantage of inclusion, this is somewhat of a

bureaucratic device which often frustrates members who want to

"~ play an active role but who| are. not on the Executlve Committee.

' Option #4: Provide for Ad Hoce Hembership As Needed

One way to’ strike the balance between inclusion and
.excessive membership may bef to provxde for ad hoc appointment by
the President to address spec1f1c issues of economic planning.

- The Secretary of Housing and Urban Development, for example,
could be added to address communlty relnvestment and rebulldzng

i
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cities. The Execut1Ve Order[cculd be drafted to 1nc1ude an
example, which will allay the concerns of 1nterest groups groping
for representation on the Counc11

thion #S:i Delay Release of Names

Finally, we could recommend that the Executive Order leave

membership of the group at the President’s discretion and say
“nothing further. This would allow us the consider the membership

further and announce it separately sometime later in the week.
This might also provide the President with more administrative
flexibility to alter the membership as he sees fit.

Recommendation

. : l ' o
I recommend Option #4, providing for ad hoc membership on
the Council. This will prov1de the President with the most
flexibility for appropriate representatlon on the Council. I
have spoken with Bob Rubin and he shares this sentlment.

ce: Hlllary Rodham Cllnton
Bruce Llndsey
Bob Rubin
George Stephanopoulos
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Council;

ESTABLISHMENT OF‘TFE NATIONAL ECONOMIC COUNCIL

'
o8

By the'authority_vestéd in me as President by the

Constitution and the laws of the United States of América,

including»sections 105, 107, and 301 of title 3, United States

as follows:

Code, it is hereby ordered
Section 1. Establish&ent.. There is established the
National Economic Council ("the Council")Q- .
| Sec. 2. Membership. The Council shall comprise the:
(a) Presidént, who shall serve as Chairman oftthe
|
(b) Vice President;

(c) Secretary of Stat$;

(d) Secretary of the Treasury;

(e) Secrétary éf Agriculture;

(£) Sedretary of Cémmﬁrce;

(g) _éétretary_of Labo%;:

(h) Sécrgtary of Hea}ﬁh and Humaﬁ Sérvicés;

(i) Secretary of Hous#ﬁg and Ufban De@elopment;
(j) Secretary of Trahs%értationf

|

(k) Secretary of Energy;j

(1) Secretary of Educatidn;

(mi Directof of the Office of Ménagement'and Budget;

(n) Chaif of the'Councgl of Economic Advisers:

(o) .United StatesvTrade Representatiye;

(p) Assistant to the Pfesideht for Natiohai-Seturity |
Affairs; | |

(q) AssiStant-to‘the-President fbr Economic Policy;.

(r) ‘Assiétaﬁt té the President.for Someétic Policy;

(s) Administrator of the Environmental'Protectién Agency;
and | |

I ' -
(t) Such othe;_officiaﬂs.of Executive departments and



agenoies,as the President may, from,tine to time,‘designate.
sec. 3. 'Meetinésfof:the Councfl.*Aéhe'President,’or upon

his direction, the Assistant to the’President'for ﬁconomic

Policy ("the hssistant"),‘ﬁay conyene»meetinqS‘of the council.

The President shall preside over the meetings of the Conncil;

‘ provided that in his absence the Assistant will preside.

| Sec. g,‘ Functions. (a) The principal functions of theA

Council are to: (1) coordJnate the economlc pollcy-maklng

process w1th respect to domestlc and 1nternatlona1 economic -

l

‘issues; (2) coordlnate ecoanlc pollcy adv1ce to the Pre81dent:‘

!

(3) ensure that economic pollcy decisions and programs are
,con51stent with the Pre51dent's stated goals and ensure that

‘ those goals are being effectlvely pursued; and (4) monitor
1mplementatlon of the Pre51dent's economlc policy agenda. The
Ass1stant may take such actions,‘lncludlng draftlng a Charter,
as may be necessary or approprlate to 1mplement such functlons.

(b) All Executive depArtments and agen01es whether or
not represented on ‘the Counc1l shall coord;nateveconomlc
pollcy through the Counc11.I

(c) ‘In performing the;foregoing functions,.the Assistant
w111 when approprlate, work in conjunctlon with the As51stant
- to the Pre51dent for Domestlf Policy and the As51stant to the
Pre51dent for Natlonal Securlty Affalrs.

(d) The Secretary of the Treasury will continue to,be the
senior economic official in‘%he Executive branch and the
President's chief economic séokesperson.‘ The Dlrector of the
Offlce of Management and Budget as the fre51dent's prlnc1pa1
budget Spokesperson, w111 contlnue to be the senlor budget
‘Ofrlcldx in- Lhe Execa"ve br;nch.-'ThelCouncii%oftﬁconqaic

Advisers w111 contlnue its traditional analytlc, forecasting,

and adv1sory functlons
i
S 5. Admlnlstratlon (a) The Council may function

through establl hed or -ad ho% committees, task forces or -
1nteragency groups. i

(b) The Council shall have a staff- to be headed by the

|

A351stant to the Pre51dent for Economic Pollcy : The_Coun01l

)



|

|
shall have such staff and‘other a551stance as may be necessary

to carry out the prov1s10ns of this order
. i
(c) All Executlve departments and agenc1es shall

cooperate with the Counc1l\and.prov1de such asslstance,
‘information, and advice to|the Council as the Council may

request, to the extent permitted by‘law.

THE WHITE HOUSE,
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THE COAL INDUSTHY RETTAER HRALTH BENEFTT ACT OF 1892:
NEED FOR A ONE-YEAR MORATORIUM OR “REACHBACK COMPANY"
PREMIUM OBLIGATIONS

Congress anacted the Coal industry Ratiras Heaith Benafit Act of 1882 (tha “Cosi Act") 10
creats o now achamse to fund the insglvent Unitad Mineworkers of America ("UMWA™) ratiree health
* banofit plans. One of tha eritical componanta In the scheme s the su-called “reachback® --a
*meghanism raquiring companles that had previously siyned gny National Bituminous Coal Wage
- Agreement 1o maka puymants into & new retires bensiits fund. Under the Goal Act, the Department
i of Heaith and Hurman Bsrvices ("HH3"} must complets Its study of mineworker histories and aselgn
ratirod miners to their formar smpleyers by Octabar of 1883, As 8 result of the HHO analysls,
anormous new premium obligations wili be Imposed on former signatory compantss and,
‘unfartunately, the unintended sffect of the Coal Act will be to forcs many companias into
-“ankruptey, By imposing 8 cne-yaar moratarium on reachback compeny premium cbligetians,
- Congress gon pravant such a course of scton and stow for ¢ full exarmination of the unintended,
. yet substantial inequities azsoclsted with the Coad Act.

Tha reschback provision of ths Conl Act \impésu snormeus and unantisipatad rotives health

costa on a group of companias, many of which will be bankrupt as soon as the Hebllity under the
| Agt Is payabls in Octobar of 1933, This llabllity has besn impassd despite the fact that these
; sampanies olready honorad all earumitments ty which they hed agresd under the contrasts thet
wera Ragotisted batween scal compenies undl thelr miners, Numerous lowmekars recogniza that the
Coal Act resultad in bad tax policy. Houss Ways end Mesay Comimittes Chalrman Dan
Rostenkowski (DL} has publicly stated his discomfort with the reschbuck provision end intends to
~ hold hearings at te sarilest possiblo date to determina Hf the provision should bs emendad.

- Ihs Propossd Bohution

|

5 Under the proposad moratarium, the paymant of premhums due to bagin In October of 1863

" would be poatponed twaive mantha to Qetaber of 1894. In anditlen to the trensfer ef $70 million
from the 1960 UMWA Pengion Plan, due under the Coal Act ln October of this yeas, an additional
¢80 millon would ba sccelsrated frem the achedulsd third Pension Plan wtanefer (of 970 milifon) due
In Hycal yeur 1986. These funds will cover the projscted 12 manth lisbility for ell reechbsck

' companles, Should Congress decide not to change the Coel Aet's funding mechanlam by Octeber
1, 1984, the trustesr of the hasith banefit fund would immad!iateiy notify and asysas avety
reachback company the total llbillty atéruing from #he period of Pebrusry 1, 1993 to Qctuber 1
1984, and would Include repaymant of the !ntorln? $50 million.

l ,

Enaciment of @ moratarium will give lawmakers the tima to enelyze information to be
thtainad frem hearinge on & soun-to-bavalensed Congraasionsl Resaarch Barvice atudy on the
ranghback funding meshenism. Thuse hearings will also provide 8 forum for contideration of
concems raised by lawmalkers In 8 lettar to Housa Weys and Meana Committes Chalrman
Rostankowseki sadier this year. Impoding § moraterium would also provide HM8 with sufflslent tme
and rasourges to conduct a mors thorough englysis of minaworker histories to ensure » proper
asxignment of bencficiarisa, Finally, snd most importent, 8 moratorium would save many gompaniaz
from imminent bankruptcy end thus save jobs in raglons siraady hard-hit by unemployment,

1

Reticed mingss’ benefits will not be jsopardized by anacting & one-yesr moratorium,
Accelersting the additional $50 million from the acheduled flsce! vear 1385 Penslen Plan transfar
will ensure that sufficient funds exiat t wmaintain haalth benefits for minars. Such e transfer wil
also ensure thaw partios currantly paying premiums on sn intarim basls will not be disedventaged
whils lewmakers tuks additional time to ssaess the problamg with the Coal Act,

|
|

3
|
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THE COAL INDUSTRY RETIREE HEALTH BENEFIT ACT OF 1992
The Wrong Solution to o Private Industry Problem

|

|
|

The super reachback prcvisi!on of The Coal Industry Retiree Heolth Benefit Act
of 1992 (the "Coal Act") unfairly imposes enormous expenses on a group of mosty
- small companies (the "Reachback Companies™) despite the fact that these companies
{1) fulfilled their contractual obligations to pay retiree benehts, and (2) are no longer
signetories fo the binding agreements between coal companies and miners. While
the Act is well-intentioned, Congress set a dangerous precadent by Interjecting itself
. inte & private-party dispute and imposing obligations on companies that wers not
* involved with the bargaining cgreaments which were restructured by the Act.

|

round on Red ofi igati

° In 1950, the coal industry formed the Bituminous Coal Operators Assoclation
{"BCOA"] to negofiate multi-employer agreements (Natlonal Bituminous Coal
Wage Agreements or "NBCWAs") with tha United Mine Workers of America
("UMWA"), Twe retirse health benefit irust funds were astablished by these
agreements (the "Benefit Funds"). These Benehit Funds were supported by
NBCWA signatory company contributions and overseen by an independent
board, the trustees tor the UMWA Heclth and Retirement Funds. Until
passage of the Coal Act lost year, the obligation to make paymants for the
health benafits of retired UMWA miners arose only from the voluntary
decisions of employers 1o enter into successive collective bargaining
agreements which carried fcriword the benefit obligation.

®  The successive NBCWAs have always obligated signatory companies fo fund
health care coverage for retired miners other than their own, but only while
these companies were signatory to the contractual agreements.

9 Over the years, as the eoal indusiry consolidated, the number of BCOA
signatories 1o the NBCWAs hos dropped to the current 15. Howaver, the
companies still mining bltumln'pus coal have grown much larger and the
tonnage produced has remained constant. As contemplated by the rules of a
mult-employer plon, as coal companies went out of business, thelr retired
miners either remained or become coverad by the 1950 and 1974 Funds.
These funds remained supported by contributions from the NBCWA signatory
companies which explictly agreed to make the payments under the collective
bargaining agreement, 1
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Decreosed B it Fun ribution

xish

The 1988 NBCWA drus?icnliy changed the Benefit Funds contribution formula
from one based on a combinetion of tons produced and hours worked, te one

-based exclusively on hours worked. This change caused contributions to tha

Bonefit Plans and the 1950 Pension Plan to drop opproximately 60 parcent
from $640.3 million in 1987 |to $255.5 million in 1989. Moreover,
confributions to the overfunded 1950 Pension Plan were simply eliminated
instead of being shifted to the Benefit Plans. The negofiated change in the
contribution base yielded current BCOA members §136 million in reduced
contributions in 1989 alone. | In return, the UMWA receivad assurances from
the BCOA that they would abide by the guarantee clause requiring the current
signatories to "guarantee™ paymant of the retirees’ benefits.

Tha Benefit Plons became ins]olvant almost immediately under the 1988
NBCWA. The current BCOA companies refused to honor thair obligations
under the guarantee clavse of the 1988 NBCWA, The Benefit Plan's trustees
threatened to cut off benefits' and certain bensficiaries sued to require the
BCOA to fulfill its contractuall obligation. A United States District Court in
Virginia agreed with the beneficiaries and ordered the BCOA to increase its
contribution rate to §3.67 per man hour worked. Tha increased contributions
were still less than the BCOA zcompunies wara contributing to the Benefit Plans
ond Pension Plens before fhal‘1988 wage agresment,

|
fequards for Refiree Health B

Under the 1988 NBCWA negotiated betwean the BCOA ond the UMWA, the
BCOA signatorles guaranteed; health benefits and pensions to coal miners and
their dependents for the duratlon of the ogreement, just as reachback
companies {and other signatories) had obligated themselves to provide such
benefits for the duration of previous multi-employer agreements to which they
had signed. ; ~
in additior to the centractual guaranty of benefits, the 1988 NBCWA imposed
a withdrawal licbliity to protect the interests of the bensficiaries when signatory

companies go out of business.!

1
The United Stotes District Court for the District of Columbia recently concluded
that some companies which have left the BCOA are sfill liable under the so-
called "evergreen clause™ if they are mining bifumineus coel ("evergreen




. JUL- 7-83 WED 18:05

JONES DAY NRSHiNthGN FAX NO. 2027372832 P.05
!
&

companies®). With the collection of this windfell from certain former signatory
compaonies, additional fundsliwiﬂ be applied to substantially reduce the current
BCOA companies' obligations to eliminate any outstanding deficit accrued at
the time of the merger of ﬂui; Benefit Funds.

The Legislated Solution
) Despite the aforementioned sliafaguards, Congress passed the Coal Act which

abrogoted the former and existing wage agreements and ¢reated o new
liability for a large group of companies which are no longer signatories of a
NBCWA. A corrasponding reduction resulted in the liability of the current
BCOA companies. The Coal ‘Act requires companies that had previously
signed any NBCWA to makelpaymenﬁ into o new retires benefits fund.
Regardless of which NBCWA a particular company last signad (it has been
decades since some companies last signed an NBCWA), the Coal Act requires
that company to contribute ot rates sufficlent to support the level of benefits
that the BCOA and UMWA b‘lurgcined for in the 1988 NBCWA.

14

bargaining for the NBCWAs, These campaniss did net "dump* fheir
employees, contrary to some asserfions made during last year's debate on the
Cool Act. The reschback liabilifies should nat be confused with the so-called

“evergreen liabilities which the courts have determined must be fulfilled by

certain compariies under contractual obligations to fund retires health benefits.

The liability imposed on a number of reachback companies far exceeds the
profits of and value in many of thess companies* ariginal coal mining
operations. As an example, one company's anticipated liability of $110 million
after tox is opproximately 2.5 times the company's consolidated net worth and
more than 50 times grecter than the average annual profits made by all of the
company’s relevant bituminous ‘coal mines during the entire 20 year period
from 1960 to 1980. It is estimated that onether reachback company will be
bankrupt within 18 10 24 months, forcing it to default on many other
obligations it presently fulfills to!ceal industry participants, including 400
workers' compensation and biack lung claims, At least eleven other reachback
companies, most of which are small operations, may be forced into bankruptcy

i

!
‘\ =y
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|
|

|
|
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|
because they simply do not!,have the wharewitha! to satisfy the liabilities
imposed upon them by the ']:ool Act,

®  Arecently relecsed study b‘} the ﬁ}'m Dewey Ballontine estimates that the Coal
Act will provide signatories to the 1988 NBCWA with a hedlth care cost
savings windfall of $111 te §158 million in 1992 clone.

1
tarferen n ith Priy nsact i 1
1
When Congress beils out a ﬂ?rivahly bargained benefit, it sets an extremely
bad pracedent for other industries. In effect Congress is condoning and
encouraging others to sesk a similar bail-out of their benefit plans.
| .

»

. |
|

The Coal Act's problems areinot about whether the retired bituminaus eoal
_miners will raceive their bargalned-for benefits, It is about who is required to pay for
those benefits. Congress should develop a new solution in the following monner:

|
-®  The reachback provisions should be eliminated from the legislation. These

- companias simply should not be mada a part of any public solution to this
problem. ]

|
® Should Congress conclude that the retirce miners' health core costs and the
existence of orphan miners isla public problem, and that the BCOA and
evergreen companies should not have 1o bear all of the costs of their contracts,
then Congress should approve one of the several realistic funding sources,

presently under consideration] for as much of thess costs as it deems
oppropriate. '
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CONTRARY TC BCOA ALLEGBTIONS THE REACHBACK
COMPANIES DID NOT DUMP THEIR OWN RETIREES

i
|
The BCOA has repeatedly alleged that all reachback companies
durped their own yetlrees on the Funds =~ which created the so-
called "erisia®. This ralse‘allegatlon became the rationale for
saddling all former signatories - going back as far as 1950 -
with the so-called "reachback!" assessment. This was a mistaken
approach because: g
: 1. Until passage of the Coal Act last ysar, the obligation to
make payments for the health benefits of retired UMWA minersg
arose Qnly from the yo;gn:axy docigions of ewployers tg
enter into successive collectiva bargaining agreenents which
carried forward the benerit obligation. In 1950, the c¢oal
industry formed the Bituminous Coal Operators Asscciation
(BCOA™) to negotiate mulFi—amployer agreements (National
Bituminous Coal Wage Agreemente of ("NBCWs") with tha United
Mina Workers of America R"UMWA"). Two retiree health
benefit trust funds were established by these agreements
(tho "Benefit Funds") and these Funds were supported by
NBCWA signatory company contributions.,

2. In accordance with the rules of multi-employer plan, as coal
production from BCOA companies went up or went down, their
contributions to the funds went up or down as well, If
their production decline? by half, their contributions also
were reduced by half. However, no one is suggesting that
these companies "dumped” lhalf of their retirees or employees
on to the fund because that 1z how a multi-erployer plan
works. Also, it was contemplated by the multi-employer
plans that as coal companies went out of business of mining
bituminous coal, their cnntributlons to the funds want to
zero as well, as thelr ratired miners would be covered by
thea 1950 and 1974 Fund=z. L'I‘hese funds remained supported by
conkributions from thé NBCWA signatory companies whioh
explicitly agreed to makelthe paynents under the collective
bargalnlng agreement. Over the years, as the coal industry
congolidated, the number of BCOA signatories to the NBCWAs
dropped to tha current 15, while tha total BCOA cozl
production remained fairly constant. fThies trend continues
as smaller, unprofitable companies ara being taken over by
the far bigger and very profltabla BCOA members (e.q..
Peabody, Consolidation, etc.) (If the BCOA signatories had
been required to make payments based on all of their
bituminous coal productinq -~ including their double-

B
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breasted oparations, more monies would have baen generated
for the Funds than ever before.)

The reachback c¢ompanjes met gll their obligations to
forger employees undex the multi-employer syetem which was
specitically conside:ed‘jn the bargaining for the NBCWAS.

Contrary to come assertlons nmada durlng last year’s debate
on the Coal Act, these companies did "not" dump their
employeéas. The reachback liabilities should not be confused
with the so-called evergreen liabilities which the courts
have determined must bal fulfilled by certain companies still
mining bituminous ceal and where they ars still under

contractual cbligations to fund UMWA retiree health
benefits. |
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MEMORANDUM FOR THE VICE PRESIDENT
: THE SECRETARY OF STATE
THE SECRETARY OF THE TREASURY
THE SECRETARY OF DEFENSE
THE SECRETARY OF AGRICULTURE
 THE SECRETARY OF COMMERCE
THE SECRETARY OF LABOR
THE SECRETARY OF HOUSING AND
URBAN |DEVELOPMENT
THE SECRETARY OF TRANSPORTATION
THE SECRETARY OF ENERGY
THE DIRECTOR OF THE OFFICE OF
MANAGEMENT AND BUDGET
THE UNITED STATES TRADE REPRESENTATIVE
THE ADMINISTRATOR OF THE.
| ENVIRONMENTAL PROTECTION AGENCY
THE CHAIR OF THE COUNCIL
OF ECONOMIC ADVISERS
THE ASSISTANT TO THE PRESIDENT
FOR NATIONAL SECURITY AFFAIRS
THE ASSISTANT TO THE PRESIDENT
FOR DOMESTIC POLICY
THE ASSISTANT TO THE PRESIDENT FOR
SCIENCE AND TECHNOLOGY POLICY

- FROM: ROBERT RUBIN: fonr—
- - Assistant to the President
for EQonomic Policy

PERIODIC MEETINGS

|

[

!
In our original planning for the NEC, we decided to hold on a
;perlodlc basis a meeting to discuss Admlnlstratmon economic
~is"e¢3 and policies, and to assess our pes’ition. I would like to-
schedule these meetings every six weeks, beginning with a meeting
in the Roosevelt Room on June 9th at 2:00 pm. Due to space
limitations, the meetings would be limited to Principals plus one
Deputy. An agenda will be provided by the end of the week
‘preceding each meeting. S
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WASHINGTON

February 15, 1993

i
i

' |
MEMORANDUM TO THE VICE FRESIDENT

FROM:

SUBJ ECT:

THE SECRETARY OF STATE

THE SECRETARY OF THE TREASURY

THE SECRETARY OF AGRICULTURE

THE SECRETARY OF COMMERCE

THE SECRETARY OF LABOR |

THE SECRETARY OF HOUSING AND URBAN
DEVELOPMENT

‘THE SECRETARY OF TRANSPORTATION

THE SECRETARY OF ENERGY

THE ADMINISTRATOR OF THE ENVIRONMENTAL
PROTECTION AGENCY

THE CHAIR|OF THE COUNCIL OF ECONOMIC
ADVISORS

THE DIRECTOR OF THE OFFICE OF
MANAGEMENT AND BUDGET

THE UNITED STATES TRADE REPRESENTATIVE

THE ASSISTANT TO THE PRESIDENT FOR
DOMESTIC POLICY

‘THE ASSISTANT TO THE PRESIDENT FOR

SCIENCE AND TECHNOLOGY POLICY

ANTHONY LAKE
ROBERTE. RUBIN

Trade Related Policy Issues
o

In accordance with Presidential executive order 12835 establishing
the National Economic Council [NEC) the following memorandum
describes the new inter-agency 1ssue management system for trade

reiated issues.

I
i

° The TPRG and the'TPiSC will continue to function as in the
past. A joint National Economic Council and National
Security Council (NSC} representative to the TPRG will be

named.
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In the future, decisilon memoranda will flow from the TPRG
to the Deputies Committee/Econ 2 of the NEC and from that
commlittee to the Senior Policy Committee of the NEC. The
United States Trade Representative (USTR) will be asked to
participate in meetings of the Senior Policy Committee of the

- NEC when trade 1ssues are discussed.

Trade related 1ssues considered by the TPRG that raise -

important national security concerns will - at the direction

“of the NEC/NSC joint representative - also flow to the

Deputies Committee of the National Security Council.

The NEC Deputies éommittee will, as the need occurs,
establish interagency committees to consider significant
trade related issues' When these issues raise significant
national security concerns these committees will be
established and managed jointly by the NEC and NSC
deputies. . |

The Assistant to the?President for Economic Policy will work
closely with the Assistant to the President for National
Security Affairs and the USTR to ensure the appropriate

-over-all coordinaticn of trade policy.

!
|
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I

WASHINGTON

Abril 23, 1993
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MEMORANDUM TO DISTRIBUTION LIST
| fb/‘ ,
FROM: JOHN D. PODESTA A

ASSISTANT TO THE PRESIDENT
AND STAFF | SECRETARY

SUBJECT: NEC Pre51deqtla1 Decision Directives
| | .
Enclosed is a copy of PDD/NEC-3, signed today, and a copy of

PDD/NEC-2 signed March 24, 1993, which makes a typographical
correction on page 2. ! ,



THE WHITE HOUSE
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WASHINGTON
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April 23, 1993
i
|
PRESIDENTIAL DECISION DIRECTIVE/NEC-3
i

i

TO: THE VICE PRESIDENT

THE SECRETARY OF STATE

THE SECRETARY OF THE TREASURY

THE SECRETARY OF DEFENSE

THE SECRETARY OF AGRICULTURE

THE SECRETARY OF COMMERCE

THE SECRETARY OF LABOR

THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT

THE SECRETARY OF TRANSPORTATION

THE SECRETARY OF ENERGY

THE ADMINISTRATOR OF THE ENVIRONMENTAL PROTECTION
AGENCY |

THE CHAIR OF |THE COUNCIL OF ECONOMIC ADVISORS

THE DIRECTOR !OF THE OFFICE OF MANAGEMENT AND
BUDGET

THE UNITED STATES TRADE REPRESENTATIVE

THE ASSISTANT, TO THE PRESIDENT FOR ECONOMIC POLICY

THE ASSISTANT, TO THE PRESIDENT FOR DOMESTIC POLICY

THE NATIONAL SECURITY ADVISER |

THE ASSISTANT| TO THE PRESIDENT FOR SCIENCE AND
TECHNOLOGY POLICY

SUBJECT: Membership of%the National Economic Council
!

To assist me in carrying out!/my responsibilities in the area of
the national economy, I hereby direct that the Secretary of
Defense be made a member of the National Economic Council. The
Secretary of Defense shall be added to the list of members
identified in PDD/NEC-2, which is amended by this directive.

I
The Department of Defense shall be represented on the NEC
Deputies Committee (ECON2) by a senior official of Deputy
Secretary or Under Secretary rank chosen by the Secretary of
Defense. The Department of Defense shall also participate in
other NEC committees and 1nteragency working groups as
appropriate. j

!

|
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T|HE WHITE HOUSE

i WASHINGTON

March 24, 1993
\
l

PRESIDENTIAL DECISION DIRECTIVE/NEC-2
|
TO: THE VICE PRESIDENT
THE SECRETARY OF STATE
THE SECRETARY OF THE TREASURY
THE SECRETARY OF AGRICULTURE
THE SECRETARY OF COMMERCE
THE SECRETARY OF LABOR
THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT
THE SECRETARY OF TRANSPORTATION
THE SECRETARY OF ENERGY ,
THE ADMINISTRATOR OF THE ENVIRONMENTAL PROTECTION
AGENCY i
THE CHAIR OF THE COUNCIL OF ECONOMIC ADVISORS
THE DIRECTOR OF THE OFFICE OF MANAGEMENT AND
BUDGET |
THE UNITED STATES TRADE REPRESENTATIVE
THE ASSISTANT TO THE PRESIDENT FOR ECONOMIC POLICY
THE ASSISTANT TO THE PRESIDENT FOR DOMESTIC POLICY
THE NATIONAL SECURITY ADVISER -
THE ASSISTANT TO THE PRESIDENT FOR SCIENCE AND
TECHNOLOGY POLICY -
SUBJECT: Organization of the National Economic Council

1
i
!

To assist me in carrying oﬁt my responsibilities in the area of
the national economy, I hereby direct that the National Economic
Council system be organized as follows.

1
|
i

A. The National Economic;Cguncil {NEC)

The National EconomicCouncil will be the principal forum
for consideration of economic policy issues requiring
Presidential determination! The responsibility, functions, and
membership of the NEC shall be as set forth in Executive Order
12835 and this Presidential Decision Directive. The NEC shall
(1) advise and assist me in integrating all aspects of national
economic policy -- macro-economics, micro-economics, domestic,
international ‘and sectoral |{(in conjunction with the National
Security Council); (2) develop and manage the economic policy-
making processes with respect to domestic and international ‘
economic issues; (3) coord%nate economic policy advice to the



|
!
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|

President; (4) ensure that ‘economic policy decisions and programs
are consistent with the President's stated goals, and ensure that
those goals are being effectively pursued; and (5) monitor
implementation of the President's economic policy agenda. The
Assistant to the President for Economic Policy may take such
actions as may be necessary or appropriate to implement these
responsibilities. As provided in Executive Order 12835, (1) the
Council may function through established or ad hoc commlttees,
task forces or interagency groups. (2} The Council shall have a
staff to be headed by the Assistant to the President for Economic
Policy. The Council shall have such a staff and other assistance
as may be necessary to carry out the provisions of this order.

" (3) All executive departments and agencies shall cooperate with
the Council and provide such assistance, information, and advice
to the Council as the Council may request, to the extent
permitted by law. Along with its subordinate committees, the NEC
shall be my principal means: for coordinating Executive
departments and agencies in,  the development and implementation of
national economic policy.

The NEC shall have as its members the President, the Vice
President, the Secretary of State, the Secretary of the Treasury,
the Secretary of Agriculture the Secretary of Commerce, the
Secretary of Labor, the Secretary of Housing and Urban
Development, the Secretary of Transportation, the Secretary of
Energy, the Administrator of the Environmental Protection Agency,
the Chair of. the Council of Economic Advisors, the Director of
the Office of Management and Budget, the United State Trade
Representative, the Assistant to the President for Economic
Policy, the Assistant to the President for Domestic Policy, the
National Security Adviser, and the Assistant to the President for
Science and Technology Policy. The heads of other Executive
departments and agencies and other senior officials shall be
invited to attend meetings of the NEC where appropriate.

!

The NEC shall meet as required. The Assistant to the
President for Economic Policy, at my direction and, when
appropriate, in consultation with the Secretary of the Treasury,
the Director of OMB, and the:' Assistant to the President for
National Security Affairs, shall be responsible for determining
the agenda and ensuring thati the necessary papers are prepared.
Other members of the NEC may' propose items for inclusion on the
agenda. The Assistant to the President shall be assisted by a
National Economic Council staff.

|
B. The NEC Principals Committee (ECON1)

An NEC Principals Committee is established as the senior
interagency forum for the consideration and integration of policy
issues importantly effecting the national economy. The NEC
Prlnc1pals Committee shall review, coordinate, and monitor the

|
t
|
I
E
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development and implementation of national economic policy. The

NEC/PC should be a flexiblé instrument -- a forum available for
Cabinet-level officials to meet to discuss and resolve issues not
requiring the President's participation. The Assistant to the
President for Economic Policy will serve as chair of the NEC
Principals Committee. The Assistant to the President for
National Security Affairs shall be informed of meetings and
invited to attend all those with international economic and
international security implications and considerations.

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

The Assistant to the President for National Economic Policy
shall be responsible -~ in consultation with the Secretary of
Treasury and Director of OMB, and, when appropriate, the
Assistant to the President for National Security Affairs -- for
calling meetings of the NEC/PC for determining the agenda, and
for ensuring that the necessary papers are prepared.

I

C.  The NEC Deputies Committee (ECON2)

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

The NEC Deputies Committee shall have as its members the
Deputy Assistant to the President for Economic Policy (who will
serve as the chairman) and the appropriate senior officials of
- Deputy Secretary or Under Secretary rank chosen by the relevant
heads of departments or agencies which compose the NEC in
consultation with the Deputy| Assistant to the President for
Economic Policy. The Deputy' Assistant to the President for
National Security Affairs shall be a member of the NEC Deputies
Committee and attend meetings as needed. The Deputy Assistant to
the President for Economic Policy may invite representatives of
other Executive departments and agencies, and other senior

!
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officials, to attend meetﬁngs of the NEC Deputies Committee where
appropriate in light of thP,issues to be discussed.

The Deputy Assistant to the President for Economic Policy
shall be responsible for calling meetings of the NEC Deputies
‘Committee, for determining%the agenda, and for ensuring that the
necessary papers are prepared. The NEC Deputies Committee shall
ensure that all papers to be discussed by the NEC or the NEC
Principals Committee fully analyze the issues, fairly and
adequately set out the facts, consider full range of views and
options, and satisfactorily assess the prospects, risks, and
implications of each. ThexNEC Deputies Committee may task the

interagency groups established pursuant to Section D of this
Presidential Decision Directive.

D. Interagency Workin G:ou s (ECON3

A system of Interagendy Working Groups -~ some permanent,
others -- ad hoc -- is hereby authorized., The NEC Interagency
Working Groups shall be established at the direction of the
Deputies Committee, which shall also determine the chair of the
NEC Interagency Working Groups -- either departmental or NSC,
"NEC, or DPC. The Interagency Working Groups shall convene on a
regular basis -- to be determined by the Deputies Committee -- to
review and coordinate the implementation of Presidential
decisions in their policy areas. Strict guidelines shall be
established governing the operation of the Interagency Working
Groups, including participants, decision-making path and time
frame. The number of these working groups shall be kept to the
minimum needed to promote an effective NEC system.

i
!
i
1
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OFFICE OF DOMESTIC POLICY

THE WHITE HOUSE

FROM THE OFFICE OF: CARCOL H. RASCO
ASSISTANT TO THE PRESIDERT

FOR DOMESTIC POLICY

ro0:_ NE C)- - o0

DRAFT RESPONSE FOR CHR BY:

PLEASE REPLY (COPY TO CHR}:

PLEASE ADVISE BY:

LET'S DISCUSS:

FOR YOUR INFORMATION:

REPLY USING FORM CODE:

FILE:

RETURN ORIGINAL TO CHR:

SCHEDULE:

REMARKS:
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December 17, 1993 |
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]
Carol H. Rasco, Assistant to the President
for Domestic Policy !
The White House ;
1600 Pennsylvania Avenue N.W. :
Washington, D.C. 20500 (

Dear Ms. Rasco:

The crucial decisions on the allocation ()Ff budgetary funds among essential government programs
and services will be completed shortly fpr the 1995 budget. I appreciate the enormous pressures
you have to contend with, and the difficult choices you and President Clinton must make.
However, before you determine the level of funding available for hunger and child nutrition
programs and activities, I would like to.urge you to fully fund the WIC program and to provide
funding for the several child nutrition mmanves pending in the Congress and to suggest how
these funds may be obtained without a{tax increase or cutting spending in other areas.

Several organizations are proposing the Clinton Administration include any increased funding for
child nutrition as part of the President’s Health Care Reform legislation. These proposals would
add to the revenue needs for health reform, and constitute an indirect increase in taxes.

We believe a hidden indirect tax to fund child nutrition programs will meet with public strong
public critics. Such a strategy is neither politically sound nor is it necessary to provide the
financial support that is needed. Instead, we propose to close the loophole created unintentionally
by Congress in 1984 that allows mutual life insurance companies to evade paying $1.5 billion -
- and perhaps as much as $2 billion -—,per year in federal taxes. Section 809 of the IRS code
permits these funds to be lost when they could be used to fund much needed programs which
President Clinton supported during the | campalgn such as WIC, Head Start, Child Nutrition and
Childhood Immunization. .
I am enclosing new data released this month by the IRS which shows the losses to the federal
treasury are increasing each year, and now are larger than in 1982 and 1983 when the Congress
recognized that the tax code on mutual life insurance companies had to be changed. The losses
then were so large and potentially embarrassing that even President Reagan proposed the tax code
revisions. If a Republican can recognifze the need for tax reform, why shouldn’t as progressive
a President as Bill Clinton also take such a reasonable step?
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As you and the President go through the painful process of defining the fiscal year 1995 budget,
I urgently request that before cuts in \fita.llE programs for children are proposed that you examine
the source of revenue which I have outlined. The choice is between programs for children and
collecting the tax revenues the mutual li;fe insurance industry has successfully avoided. The
mutual life insurance companies, with nearly $500 billion in assets, should pay their fair share
of taxes. If you collect those taxes you do not need to cut food programs for children.

! .
Thank you for your attention to this matter. I will call your office in the near future to arrange
a meeting to discuss this issue. The nearly 60 nongovernment organizations that belong to the
coalition to close the loophole urge your;careful and thoughtful consideration of our proposal.

Sincerely,

|
A f’gouawé

Rodney E. Leonar 1'
Coordinator ,
Coalition to Close the Loophole !
|
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The Action Coalition
John Dahlberg II, Director
Rockville, MD

Action for Corporate Accountability
Idrian Resnick, Executive Director
New Haven, CT

Aeronautical Industrial District No. 91, Interna-
tional Association of Machinists & Aemspace
Workers
John W. Herrity
East Hartford, CT '

African-American Citizens Coalition on
Regional Development
Chicago, IL

Alliance For Child Survival
Chuck Woolery, Executive Director
Rockville, MD

Arrowhead Economic Opportunity Agen'cy, Inc.
Marilyn Ocepek; Director, Senior Servnces
Vlrglma,MN

Association on Third World Affairs .
Dr. Lomna Hahn, Executive Director
Washington, DC
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The Bread Basket of Northeastern Pa. .
“Scranton, PA ‘

Bread for the City 1
Rev. Charles Parker, Executive Director,
Washington, DC :
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Bread for the World , |

Silver Spring, MD $
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(202)462-4700 « FAX: (202)462-5241

~ Center for Ecumenical Aid to Transients

El Paso, TX

Channels
New Cumberiand, PA

Child Care Food Program Sponsors Forum
Nancy Curry, Director
Lakewood, CO

Chittenden Emergency Food Bank
Steve Hingtgen, Director
Burlington, VT

Citizen Action of New York
John Stouffer, Organizer
Binghamton,NY

Community Alliance With Family Farmers
Davis, CA

- Community Nutrition Institute

Rodney E. Leonard, Executive Director
Washington, DC

Concern/America
Marianne Loewe, Executive Director
Santa Ana, CA

Cranks Creek Survival Center
Cranks, KY

D.C. Hunger Action
Nickola Lagoudakis, Executive Director
Washington, DC

Empire State Family Farm Alliance
John Bender, Director
Johnstown, NY

(more)
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GENERAL AND TECHNICAL EXPLANATIONS
‘; OF
'TAX REVISIONS
AND ‘
IMPROVED COLLECTION AND ENFORCEMENT PROPOSALS
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Anncunce% in the President's
State of the Union Message
Ja?uary 26, 1982
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Department of the Treasury
Released: February 26, 1982
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To whom it may concern,
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Please substitute the attached letter for
the cover letter enclosed inja package of material
mailed on Friday, December 17. The incorrect

cover letter was inadvertently mailed with a
package of information.

|
Thank you,

Rodney E. Leonard
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December 17, 1993 |
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Carol H. Rasco, Assistant to the Pre51dent
for Domestic Policy

The White House

1600 Pennsylvania Avenue N.W.
Washington, D.C. 20500

l
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Dear Ms. Rasco: |
The crucial decisions on the allocation of }budgetary funds among essential government programs
and services will be completed shortly for the 1995 budget. I appreciate the enormous pressures
you have to contend with, and the d1ff1cult choices you and President Clinton must make.
However, before you determine the level of funding available for hunger and child nutrition
programs and activities, I would like to urge you to fully fund the WIC program and to provide
funding for the several child nutrition initiatives pending in the Congress, and to suggest how
these funds may be obtained without a tax increase or cutting spending in other areas.
Several organizations are proposing the Clhnton Administration include any increased funding for
child nutrition as part of the President’s Health Care Reform legislation. These proposals would
add to the revenue needs for health reform and constitute an indirect increase in taxes.
We believe a hidden indirect tax to fund};child nutrition programs will meet with strong pu_blic ‘
criticism. Such a strategy is neither politically sound nor is it necessary to provide the finaucial
support that is needed. Instead, we propose to close the loophole created unintentionally by
Congress in 1984 that allows mutual life insurance companies to evade paying $1.5 billion -- and
perhaps as much as $2 billion -- per year]m federal taxes. Section 809 of the IRS code permits
these funds to be lost when they could be used to fund much needed programs which President
Clinton supported during the campaign suich as WIC, Head Start, Child Nutrition and Childhood
Immunization. -
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I am enclosing new data released this month by the IRS which shows the losses to the federal
treasury are increasing each year, and nov‘v are 1arger than in 1982 and 1983 when the Congress
recognized that the tax code on mutual hfe insurance companies had to be changed. The losses
then were so large and potentially embarrassmg that even President Reagan proposed the tax code
revisions. If a Republican can recognize the need for tax reform, why shouldn’t as progressive
a President as Bill Clinton also take such;a reasonable step?
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As you and the President go through the painful process of defining the fiscal year 1995 budget,
I urgently request that before cuts in vital programs for children are proposed that you examine
the source of revenue which I have outlinéfd. The choice is between programs for children and
collecting the tax revenues the mutual life insurance industry has successfully avoided. The
mutual life insurance companies, with nearly $500 billion in assets, should pay their fair share
of taxes. If you collect those taxes you do not need to cut food programs for children.

Thank you for your attention to this matter. I will call your office in the near future to arrange
a meeting to discuss this issue. The nearly 60 nongovernment organizations that belong to the
coalition to close the loophole urge your careful and thoughtful consideration of our proposal.

Sincerely,

T |
W 5
Rodney E. ard 5

Coordinator
Coalition to Close the Loophole
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MEMORANDUM FOR CAROL RAéco

FROM: MARION BERRY §
; I

SUBJECT: EXPORT ENHANCEMEN PROGRAM REVIEW REQUESTED BY

|
[
|
|

DATE: 1-12-94
;

The original purpose of the EEP Wwas to enable the producers in the USA to
compete with the aggressive program efforts by the European Unjon. With the completion
of the GATT agreement BEP becomes even more important. The GATT agreement

makes EEP legitimate and establishes the rules for its use, The competitors
will use it very effectively. ;

It is also true that in the process ]‘pf the NAFTA and GATT negotiations
Secretary Espy assured various commodity groups of thc continued abillty Lo
use EEP. Chairman Durbin was assured ithat 20,000 ton pork EEP would be forthcoming
and it is now being held up by the same! group asking for the review.

The point should not be overlonked, that each dollar put into

EEP is offset by reduced deficiency payments to producers. I have heard the economist say
that this is not an offset but and Outlay alud I do not agree.

I really think that USDA, under Secretary Espy, uses the EEP efficiently
and effectively for our citizens . It enablcs us to maintain food and fiber
producuon at a level that has reduced the cost of feeding our people by 50%

in the last 30 years in terms of disposablc income.

|
The meeting will be held Fnday 14th at 4:00 P.M. I would like to attend if

you feel it is the thing to do. Arrangements would have to be made with NEC for
this to happen. |

'
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TO: The Vice Presxdent , , 1) 7
The Secretary of the Treasury S
The %c/retary of State
The Director, Office of Management and Budget
The Chairman, Council of Economic Advisers
The Secretary of Energy
The Secretary of Labor
The Secretary of Commerce
The United States Trade Representative
The Assistant to the President for National

Security Affairs
The Assistant to the President for Domestic Policy

FROM: Robert E. Rubin

v

In a parallel structure to the National Security Council, the National
Economic Council is establishing a Deputies Committee, aka ECON2. (See
NEC Interagency Organization, attached.) The Deputies Committee will meet
on Thursday, January 21, at 2 p.m. Will you please designate a deputy to
represent you on this committee and to attend this meeting. My deputy Bo
Cutter is organizing the meeting and will chair it.

DATE: January 19, 1

SUBJECT: eputies Committee Meeting

Determination of NEC membership is not yet final, but the need to begin
operation quickly requires that we go ‘'ahead on this schedule, and reflect any
necessary adjustments later.

The meeting will take place in Conference Room 4A at Coopers & Lybrand,
1800 M Street, N.W. (Ste. 400 North) and is expected to take approximately 60
- minutes to cover the following agenda:

L. Introduction

IL. Organization and Style

See: Attachment 1. NEC Interagency Organization

L



1. Economic Strategy
See: Attachment 2. Economic Calendar

A draft executive order establishing the NEC and a draft prototype calendar
will be available at the meeting.

If you have any questions regarding this meeting, please contact Sylvia
Mathews at 1-800-Skypage, personal identification number 262-5139.



National Economic Council Interagency Organization

The National Economic Council serves the President by assuring that all
those with information to provide and advice to give on economic matters
coming before him for decision are able to do so in a timely, open and
effective way. The working mechanism to accomplish this will be a
streamlined set of interagency groups and executive communications,
modeled on those of the National Security Council. These include the
National Economic Council itself, a Senior Policy Committee, a Deputies
Committee and designated Interagency Working Groups.

National Economic Council (NEC)

The National Economic Council is the principal forum for consideration of
economic policy issues requiring Presidential determination. Its members
will include:

- the President

- the Vice President

- the Secretary of the Treasury ‘

- the Secretary of State '

- the Director, Office of Management and Budget

- the Chairman, Council of Economic Advisers

- the Secretary of Energy

- the Secretary of Labor

- the Secretary of Commerce

- the United States Trade Representative

- the Assistant to the President for Economic Policy

- the Assistant to the President for National Security Affairs, the
Assistant to the President for Domestic Policy and other
department and agency heads to be invited as needed.

The Council will assist the President in setting goals and objectives for
economic policy, provide coordinated information and advice to the
President on overall economic strategy and major economic policy issues, and
monitor implementation of Presidential decisions. '

Senior Policy Committee (ECON1)

The Senior Policy Committee is a forum for Cabinet-level officials to meet
and discuss issues prior to their going to the President, resolving those which
they can short of Presidential participation and assuring that others are ready
for the President's determination. Its membership will include:



- the National Economic Adviser

- the Secretary of the Treasury

- the Director, Office of Management and Budget

- the Chairman, Council of Economic Advisers

- the Assistant to the President for National Security Affairs and
the Assistant to the President for Domestic Policy will be advised
of meetings and invited to attend as needed, as will appropriate
department and agency heads :

Meetings will generally involve a larger, albeit tailored, group than the
standing four members. The National Economic Adviser will chair the
committee.

Deputies Committee (ECON2)

The Deputies Committee is the senior sub-cabinet interagency forum for
consideration of policy issues included on the President's economic agenda.
Its members will include:

- the Deputy National Economic Adviser
- a deputy to be named by each of the following departments
and agencies:

- the Office of the Vice President

- the Department of the Treasury

- the Department of State

- the Office of Management and Budget

- the Council of Economic Advisers

- the Department of Energy

- the Department of Labor

- the Department of Commerce

- the Office of the U.S. Trade Representative

- designated deputies from the National Security Council, the
Domestic Policy Council and other appropriate departments and
agencies will be advised of meetings and invited to attend as
needed.

The Deputy National Economic Adviser will chair the committee, which
will give executive oversight to interagency working groups set up under the
aegis of the NEC and shepherd matters on the President’'s economic agenda
through the final stages of Presidential determination.



Interagency Working Groups (ECONg's)

Interagency working groups will be set up from time to time at the initiative
of the Deputies Committee, which will be responsible for their composition -
and terms of reference. These groups will generally convene at the Assistant
Secretary level. In a limited number of cases, standing groups may be
established to address a series of related matters. More often, ad hoc groups
will be created where particularly broad, complex or sustained interagency
coordination and monitoring is needed prior to a Presidential decision or
where review of the implementation of a Presidential decision is required.

Presidential Series

In a companion structure to that of the National Security Council, two
memoranda series are to be established to direct the work of the National
Economic Council and participating agencies and to inform the departments
and agencies of Presidential decisions. These are:

- Presidential Study Memorandum (PSM)/NEC: to direct that
reviews and analyses be undertaken concerning matters
included on the President's economic agenda.

-  Presidential Action Memorandum (PAM)/NEC: to promulgate
Presidential decisions regarding matters included on his
economic agenda.

It is hoped that these documents will prove as useful and as venerable in
their own sphere as those of the NSC have become in theirs.



Economic Calendar

To accommodate the many economic matters that will come before the
President, to organize them in a logical sequence which meets internal
objectives and external requirements, and to facilitate an open, orderly
process for considering and resolving them, the National Economic Council
will assemble, disseminate and maintain a calendar of Presidential economic
decisions.

Definition and Purpose

- The NEC Calendar is a schedule of Presidential decisions, and preparations
for them, which together form the President's economic agenda. To appear
on the calendar, an'item must be Presidential -- i.e., the President will be the
decision-maker -- and economic -- i.e., having material impact on U.S.
economic policy or performance. It is a schedule of the internal decision
process, although memo items regarding significant associated public
outreach or communications activities will be noted. Upcoming Presidential
decisions will be entered on a rolling one-year-forward basis, with an outyear
list.

The purpose of the calendar is to identify the decision items constituting the
President's economic agenda, coordinate and monitor their preparation, and
facilitate an open decision-making process. Like a blueprint, the calendar
provides a picture of the overall edifice to be constructed, a specification of the
individual building blocks and an architecture of how they will fit together. It
further lays out timing and responsibilities, with the intention of giving the

" President an orderly, informed and expeditious decision process and assuring
key officials of timely, knowledgeable, even-handed participation.

Perfect foresight is not possible, of course, but anticipation is key. The
calendar reflects a determination to hold the high ground of economic
leadership and initiative, and to minimize late-in-the-day surprises. For
economic agenda items going to the President for decision, early appearance
on the calendar will be expected.

Content

The calendar will display a sequence of key preparatory events and work
products, along with their responsible parties and timing, culminating in a
final Presidential determination. Care will be taken in scoping and
configuring items on the calendar, as the way issues are framed is often
instrumental in the way they are resolved. A master calendar will provide a
macro-view of all anticipated Presidential economic agenda decisions in the



next twelve month period, with major lead-time milestones, giving
particular attention to interrelationships and overall integration.

The master calendar is intended to keep the President informed strategically
and to share that same information among key officials. It is not intended to
manage decision preparation activities in general, which will mostly take
place in individual departments and agencies. Calendar information will
accordingly be of a summary and highlight nature, sufficient to enable
knowledgeable follow-up inquiries where necessary.

Each item on the master calendar will have its own back-up issue calendar.
These individual calendars will be elaborated in the final weeks of the
decision process to become a management tool for operating the decision
mechanisms in the Executive Office of the President.

Operation

The calendar is the responsibility of the National Economic Council, which
must assemble and maintain it. As entries on the calendar will represent
commitments of responsible parties, in particular lead officials, the NEC will
work closely with these officials in carrying out its responsibilities. Calendar
information will generally be established by consensus between the NEC and
lead officials or their delegates. However, the President, or the Assistant to
the President for Economic Policy on his behalf, may place or remove an item
from the calendar or alter its substance or timing,.

Updates to the rolling one-year master calendar will occur on a monthly basis.
Updates will present any new or revised information, with annotations
highlighting achievements/performance, changes/reasons and
uncertainties/concerns. Individual issue calendars will be adjusted
accordingly. It is expected that the calendars will be set up, disseminated and
revised electronically.

While focused on a very specific target -- the internal decision process for
Presidential economic decisions -- the NEC calendar will complement a
variety of other organizing and scheduling tools elsewhere in the Executive
Office and the Administration. These include issue agendas in executive
branch agencies, legislative calendars, and communications plans and
schedules. It will mesh with these other tools but not duplicate or supplant
them.

Finally, the calendar will be available as a starting'point for post-decision
follow-up monitoring of the President's economic agenda, including agency
implementation and policy results on the ground.



