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DEPARTMENT OF JUSTICE
1977 Budget

Summary Data

(in millions) Employment, end-of-year
Budaget _ Full-time

Authority Outlays Permanent Total
1975 actual ..viii ittt e e 2,118 2,067 49,032 50,961
1976 February budget ................... S 2,113 2,221 50,762 52,358
ENACted ... e 2,125 2,234 XXX XXX
agency request . ...ttt 2,125 2,250 51,583 53,202
OMB recommendation ...........c.viiiiinnn.. 2,085 2,246 51,552 53,171
OMB employment ceiling .................... XXX XXX 50,762 52,358
TQ February budget ............. .. ... ..... SR 541 644 XXX XXX
enacted ... e e 551 650 XXX XXX
OMB recommendation .............. ..., 541 608 XXX _ XXX
1977 planning target .........civiiiva... . 2,196 2,309 XXX XXX
agency request ...t e R 2,428 2,400 54,004 56,595
OMB recommendation .........viiiiiinnnn.. 2,015 2,174 51,588 53,155
1978 OMB estimate .......cvvieiriniinnnennnn.. 2,015 2,120 51,588 53,155
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1977 Budget
Department of Justice
Summary and Background Information

Agency Request

Justice's initial request for $2,428 million in budget authority was 10.6% above the mid-year OMB planning ceiling;
it provided for outlay increases averaging 14.2% for every on-aoing program except one, and called for 2,421 new
employees -- an increase of 4.6% over 1976. It is not apparent that the budget reflected an assessment of relative
priorities. :

Justice was given a revised outlay target-of $2,180 million, $220 million less than Justice's initial request.
Justice subsequently identified possible outlay reductions of $40 million with departmentwide implications, and
an additional $180 million in programmatic reductions achieved by scaling-down program increases and reducing
base programs. The largest single reduction would impact heavily on LEAA: to obtain $68 million in outlay
savinas in 1977, Justice would reduce LEAA's budget authority by $232 million or 29% below 1976.

While the sugaested reductions reflect the priorites of departmental officials if the $2,180 million target must
be achieved, the Deputy Attorney General has stated that reductions of the magnitude contemplated would have a
"devasting effect on the law enforcement and other statutory responsibilities of the Department."

OMB Recommendation

The OMB recommendation would provide $2,015 m11110n in budget authority, $2, 174 million in outlays, and a full-time
employment level of 51,588 for 1977.

OMB's resource constraint strategy is designed to emphasize decentralization of litigation and court support systems,
maintain the current level of resources devoted to prison programs, tighten up on specific state and local assistance
programs of unproven value, and reduce current investigative and enforcement capabilities as little as possible.

The premise is that in recent years a significant portion of Justice's resources have been channeled into areas

that are not primarily Federal responsibilities. This is graohically portrayed at Page B-3.

The OMB recommendations include many of the departmentwide and orogrammatic reductions identified by Justice.
Significant issues include:

-~ Reductions to LEAA grant programs. R
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-- Activation of four Bureau of Prisons correctional institutions where Justice suggested only two;
OMB allows no funds to begin construction of new prisons.

-- Reductions to the FBI's equipment base and workforce, and a change in policy to require 50% state
and local reimbursement for FBI training orograms.

-- A net reduction in personnel for INS in 1977, and redistribution of resources within the Service.
Other components of the OMB recommendation, some of which differ from the Justice suggestions for outlay reductions,
include:
-- Reduction of Administratively Uncontrollable Overtime by 25% or $12.5 million, half the amount
suggested by Justice.

-- Expansion of the U.S. Attorneys (291 positions) and the U.S. Marshals (87 positions) and increased funds.
for automated systems which contribute to managerial efficiency and aid litigative research. Contrary
to Justice's initial request for 162 new positions, only two would be added to the Office of the Solicitor
General and to the Antitrust Division.

/
-- Drug Enforcement Administration would receive sufficient resources to address major recommendations
g; included in the Domestic Council's White Paber on drug abuse; the allowance would require internal
?5 management improvements to increase efficiency and personnel administration. DEA state/local task o
) forces would be funded at reduced levels but not eliminated as suggested by Justice. //;,“~'ufg\\
Areas of Expected Disagreement with Justice !?i EJ

If, as we suspect, none of the Department's bureau heads have been consulted, reductions will come as an \\\\\__/;}
unpleasant surprise.

-- FBI will doubtless try to appeal the $5 million cut in the Bureau' s equipment base and reductions
to staff totaling 250 work-years.

-- INS will appeal reductions to investigative staff (267 work-years) and port-of-entry inspectors
(an increase of 99 was requested, a decrease of 133 is recommended), and may seek restitution of
$4.2 million for new Border Patrol equipment.

-- Bureau of Prisons will probably apoeal $41 million for new construction and $6.5 million to rent state
and local detention facilities.

-- LEAA may appeal all reductions from the original budget request--a total of $217 million.

B-2



(DOLLARS IN MILLIONS)

(PERCENT)

Figure 1: GROWTH IN DEPARTMENT OF JUSTICE BUDGET: 1969-1976
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1977 Budget
Department of Justice
Summary of Recommended Program Reductions
: ($ in millions)

1976 TQ 1977 1978

FTP FTP FTP
0 Emoloy. 0 BA 0 Employ. 0 Employ.
CUPPENt DASE . vvvveen e, 2,228 51,583 600 2,081 2,195 51,552 2,195 51,552
Recommended level .........c.iviiin.a.. 2,246 51,552 608 2,015 2,174 51,588 2,120 51,588
Reduction ............coooiniiiiiit, +18 -31 +8 -66 -21 +36 -75 +36
Program reductions:
LEAA: Juvenile Justice Delinquency
Prevention, rescind 1976 ...... -4 =31 -1 -23 =31 -12 -31
LEAA: Other grants .................. -90 -57 -64
Federal Bureau of Investigation ...... ' -16 -N -250 -1 -250
Immigration and Naturalization .

Service ... -89 -111
Drug Enforcement Administration ...... -77 -77
Other Miscellaneous .................. _ -1 -1 -20
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Department of Justice
1977 Budget
Law Enforcement Assistance Administration

Agency Suggestions

1976 1977 to achieve 1977 OMB Recom.
1975 Current Agency planning target Prog.
Act. Est. Request Reduction Total Base Changes Reconm.
Budget Authority ($M) 887 770 897 -232 665 579 S +101 —~680 700
Outlays 852 916 886 -68 818 814 +20 834
Work-years 810 845 916 0 916 845 +11 856

Issue: What is the appropriate level of funding for the Law Enforcement Assistance Administration's programs
for 19777

Background

The Law Enforcement Assistance Administration (LEAA) provides a wide variety of grants and other forms of assistance
to state and local governments to improve their law enforcement abilities. These programs were initiated in 1969
(under the authorities of the Omnibus Crime Control and Safe Streets Act of 1968) and have grown quite dramatically
since that time (Chart A portrays the growth in LEAA programs since 1969).

Your Crime Message of June 1975, provided for reauthorization of LEAA programs during the period 1977 to 1981 at

$1.3 billion annually (authorization level); called attention to the fact that LEAA has served as a center for the
development of new ideas on how to fight crime; called for a "High Impact" program--specifically targeted at reducing
crime in heavily populated urban areas:; and called for special program emphasis on state and local court reform.

Alternative #1

Allow the Department's request for $897 million, which is an increase of 11% over their 1976 program of $809 million
(the 1976 request included $40 million added by the Congress for new juvenile delinquency programs). No
prioritization is evident in the Department's inifial 1977 request.

e : Co]
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Alternative #2

Accept the Department's suggestions for meeting the planning ceiling by providing budget authority of $665 million,
which ‘s a 26% decrease from their original request. Their suggested reductions eliminate completely new juvenile
delinquency programs and the Law Enforcement Education Program, sharply reduce most grant programs--but preserve
the special "High Impact" crime program. Their suggested reductions would provide $665 million for LEAA programs
in 1977. In oroposing these sharp reductions, the Department concludes that reductions in LEAA programs--combined
with a thorough evaluation of their impact on crime reduction--are preferrable at this time to sharp reductions

in their Federal law enforcement operations.

Alternative #3

Accept the OMB recommendation of $680 million, which is $15 million greater than the Department's revised proposal.
OB agrees with the Department that reduct1ons in LEAA programs are in order until more is known about their
contribution to crime reduction at the state and local levels of government.

Discussion

In reviewing the 1977 request, CMB attempted to calculate a "base" requirement for LEAA programs--that amount
required to continue on-going program and management capabilities and to honor multi-year grant commitments made
in prior years. OMB calculates base requirements as approximately $580 million for 1977. Therefore, the OMB
recommendation of $680 million for 1977 covers base requirements and provides $100 million for new grant activity.
The prograrmatic impact of these recommendations are portrayed on Chart B and described further below.

Planning Grants - This program provides grants to state planning agencies to oversee and evaluate
the utilization of LEAA funds. The OMB recommendation agrees with the Department's revised proposal
to continue these programs at the 1977 base level ($60 million) to reflect continued support for
planning and evaluation at the state and Tocal Tlevels.

Matching Grants - This program provides a variety of block, categorical, and discretionary grants to
state and 'ocal governments to improve their criminal justice systems. The Department initially
requested $634 million for these programs in 1977, a 11% increase over 1976. In order to meet the
revised planning target, the Department suggested reductions of $112 million below their original
request for these programs. The OMB recommendation agrees with the Department's revised proposal

of $522 million. This recommendation prov1des approximately $100 million over the 1977 base for

new grant activity. The "High Impact" crime program and the "Career Criminal" program are included
in this program category.

c-2




Technical Assistance, Research and Evaluation, and Data Systems and Statistics - These programs are
designed to enhance the capabilities of LEAA and state and local governments to plan and evaluate the
effectiveness of crime reduction programs. The Department originally requested $81 million for these
programs in 1977, a 16% increase over 1976. To meet the revised planning target, they suggested
reductions of $23 million from their initial request for a revised level of $58 million. The OMB
recommendation provides $65 million, $7 million greater than the Department's revised proposal.

The OMB recommendation provides $12 million above base requirements for these programs because

of their importance in assessing the effectiveness of LEAA programs.

Educational Assistance - This program provides manpower development assistance to state and Tlocal
criminal justice systems. The largest of these programs is the Law Enforcement Education Program (LEEP)
which finances college studies for criminal justice personnel and promising students. The Department
originally requested $40 M for LEEP in 1977, but suggested its total elimination as a means of meeting
the revised planning target. OMB believes that LEEP has failed to demonstrate any impact on the crime
problem, and agrees with the Department's suggestion to terminate the program. OMB recommends, however,
$5 million in 1977 to honor existing educational committments to full-time students currently engaged

in a multi-year program of study.

Juvenile Justice and Delinquency Prevention - This program funds the new juvenile delinquency programs
authorized by the Juvenile Justice and Delinquency Prevention Act of 1974 (P.L. 93-415). The signing
statement for this Act indicated strong support for the Act's improved policy direction and coordination
of Juvenile Justice and Delinquency programs but opposition to appropriation of new funds. It has been
the Administration policy that adequate funds exist in LEAA for Juvenile Justice and Delinquency programs
Nevertheless, Congress appropriated $25 million in a late 1975 supplemental for Juvenile Justice and
Delinquency activities, and recently added another $40 million to the 1976 Justice appropriation bill.
OMB is currently seeking rescission of the $40 million. The Department initially requested $40 million
for these programs in 1977 but suggested total elimination of the program as a means of meeting the
revised planning target. OMB recommends eliminating separate funding for Juvenile Justice and Delinquenc
programs, based on the continuing belief that these activities should be funded out of existing discretic
funds. OMB also believes massive expenditures without supporting research and evaluation efforts should
be avoided. The 1977 recommendation enables LEAA to determine the most effective approaches to solving
the juvenile delinquency problem.

In'summary, the 0}B--recommendation of $580\g;§;ion includes sufficient funds to carry on projects initiated in

prior years plus 100 million for new/@rditadtivity. It provides for minimal disruption of on-qoing state and

Tocal programs consistent with tighft budgetary constraints. This approach also stresses the need for continuing

evaluation of past experience.
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(Dollars in Millions)
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LAW ENFORCEMENT ASSISTANCE ADMINISTRATION

COMPARISON OF INITIAL REQUEST, SUGGESTED REDUCTION AND
OMB RECOMMENDATION

CHART B
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Department of Justice
1977 Budget
Federal Prison System

Agency Suggestions

1976 1977 to achieve 1977 OMB Recom.
1975 oMB Agency planning target Prog.
Actual Recom. Request Reduction Total Base Changes Recom.
Budget Authority ($M) 222.3 230.6 312.5 -52.1 260.4 227 .4 20.9 248.3
Outlays 226.4 261.4 291.8 -27.6 264.2 2442 12.0 256.1
Work-years 7,191 - 8,738 9,361 -444 8,907 7,763 300 9,026

Statement of Issue

Should funds be recommended for the construction of four new institutions in 19777

Background

Current prison population statistics indicate that 24 of the 53 institutions in the Federal Prison System are
overcrowded. In addition, some facilities are inadequate for further use. The Department rquests funds to
construct new institutions and to activate institutions coming on-Tine in 1977 in order to re11eve present
overcrowding. In the 1976 budaget, $23 million in budget authority was requested for construction of two new
institutions. Congress denied this request in action on the 1976 Justice appropriation bill.

Alternative #1

The initial Justice request provided $42 million in budget authority and $37 million 1n.ogt1ays tg go forward
with planning and construction of four new institutions which would accommodate 850 additional prisoners in
1979, and 700 additional prisoners in 1980 or 1981. In addition, the initial request 1nc1uded.funds to
activate four institutions coming on-line during 1977 which will accommodate 80C additional prisoners.
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Alternative: #2

Accept the OMB recommendation of a moratorium on new prison construction for one year. At the same tire, provide

additional funds and personnel for:

-- Activation of four institutions coming on-line in 1977 accommodating 800 additional prisoners.
($6 million in budget authority, $5.6 million in outlays)

.- Rehabilitation of utilities systems and renovation of existing structures. ($8 million in pudget
authority, $1.5 million in outlays) :

-- Research and evaluation in corrections. ($5 million in budget ‘authority, $4 million in outlays).
The proposed new facilities requested by the Department are--in priority order:
r 1) Detroit Metropolitan Correctional Center: this institution is needed to alleviate a situation

in which prisoners are transported 40 miles for detention. (1977 budget authority $2.8 million,
1977 outlays $1.7 million)

2) Southeast Youth Facility (Talledega, Alabama): this project is designed to house juvenile offenders,
and is one of three planned in the Southeast. Opening this facility would allow prisoners to be
:////r moved out of the Atlanta Penitentiary, which is inadequate. (1977 budget authority $18.6 million,

1977 outlays $6 million)

3) West Coast Youth Facility (Camarillo, California): this project is one of three institutions designed
to house juvenile offenders in California. This facility would accommodate 350 prisoners and allow
prisoners to be transferred from the McMeil Island institution, which is inadequate for further use.
(1977 budget authority $17.5 million, 1977 outlays $7.3 million)

) Phoenix Metropolitan Correctional Center: this institution is needed to provide space for detention
1n the Phoenix area. (1977 budget authoirty $2.7 million, 1977 outlays $1.6 million)
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Issue Paper
Department of Justice

1977 Budget
Federal Bureau of Investigation

Agency Suggestions

1976 1977 to achieve 1977 OMB Recom.
1975 Current Agency planning target Program
_ Actual Est. Request Reduction Total Base Change Recom
Budget Authority ($M) 449.5 468.7 503.8 ' -55.6 448.2 464.2 -17.1 447 .1
Outlays ($M) 438.5 456.7 502.7 -54.3 448.4 457.6 -17.1 440.5
Work-years ‘ 19,462 19,798 20,423 -610 19,813 19,798 -250 19,548

Statement of Issue

What is the aopropriate funding level for the FBI in 19777
Background

The FBI is the largest law enforcement agency in the Federal Government employing 8,574 special agents and
11,059 clerks. As the principal investigative arm of the Justice Denartment, the FBI is involved in the
following activities:

-- general and civil investigation
-- national and internal security
-- state and local assistance

Alternatives // é\

i o
#1 Agency Request: Provide $35.1 million increase and 610 work-years above 1976. %\ oy
#2 Agency Revised Submission: Reduce 1976 appropriated level by $20.5 million. \“iifl#//

#3 OMB Recommendation: Reduce 1976 appropriated level by $21.6 million and 250 work-years.

C-8



Discussion

Agency Request (Alternative #1)

Justice original 1977 budget request for the FBI proposes an increase of $35.1 million in budget authority
and outlays, and 610 work-years above the apnprooriated level for 1976. The increase would

permit the FBI to pre-fill 1,035 agent-positions subject to mandatory retirement, back-fill 202 positions
which were reprogrammed from low priority programs to respond to Freedom of Information/Privacy Act
requirements, and purchase new and replacement equipment.

Revised submission (Alternative #2)

When asked to submit a revised budget reflecting restraint in Federal snending, Justice suggested a $54.3 million
outlay reduction from the initial request which:

-- eliminated all 1977 program increases ($22.8 million);
-- reduced administrative uncontrollable overtime (AUO) by 50% ($15.5 million);

-- imposed a 50% reimbursement requirement on state and local governments for law enforcement
training and scientific laboratory services ($10.5 million); and

-- reestimated space rental and selected base increases ($5.5 million).

OMB Recommendation (Alternative #3)

In contrast, the OMB approach to reaching the revised planning target represents a reduction of 250 work-years
and $17.1 million in budget authority and outlays below the 1977 base, as calculated by OMB. Reductions from

the 1976 appropriated level would be achieved by:
-- reducing Administrative Uncontrollable Overtime by only 25% ($7.7 million);
-- deferring selected equipment purchases for one year ($5 million);

-- requiring 50% reimbursement for law enforcement training but maintaining the current level of
scientific laboratory services ($7.7 million);

-- assuming a 1% productivity increase over 1975 thereby reducing the workforce by 250 work-years
($4.5 million).

C-9
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The GMB recommendation reduces outlays $7.9 million below the Justice Department's revised proposal
(Alternative #2).

The mc~t significant issues in the OMB recommendation are:

Requiring 50% reimbursement from states and localities for Training

The FBI extends training to members of state and local law enforcement agencies in both the field and at the FBI .
Academy in Quantico, Virginia. In the field, the training is concentrated in areas such as firearms, defensive tactics,
legal matters and investigative techniques.

At the FBI Academy, the FBI conducts a comprehensive 12-week course designed to enhance the educational level of the
attendees to better equip them to cope with problems encountered by law enforcement personnel. Students are required
to take college level courses in Forensic Science, Education and Communication Arts, Management Science, Behavorial
Science and Law. The Academy is accredited by the University of Virginia and students can earn up to 15 graduate
credits upon successful completion of the course. The FBI assumes full cost of travel, tuition, books, equipment,
and nrovide meals, lodging, drycleaning and laundry services at Federal expense.

The OMB recommendation agrees with the Department's proposal to require 50% reimbursement from state and local
governiients for training. The beneficiaries would share in the cost of training and the financial burden would

be spread among the several states and not heavily impact any one state or locality. The current level of training
would still be available and less costly than comparable training provided at many colleges and universities.

Some states and localities might opt to send students to state-owned and operated law enforcement training
fac111t1e§ which we would encourage. OMB believes that in the short term, 50% reimbursable is probably the

most feas1b]e avenue to proceed. However, in the long term, we are recommending that an evaluation be conducted

to determine if 50% is the approoriate level or if we should be moving toward 100% reimbursement.

Requiring 1% increase in productivitv over 1975 in the investigative area

As the attached graph (see page C-13)depicts, the FBI's investigative workload has decreased by approximately 22%
from 1969 to 1975 (using actual year data) while the agent workforce has increased by almost 25% during the same
time period. The downward shift is partially explained by decreases in matters relating to civil rights and student
unrest (which were major issues during the middle and late 60s), fewer hijackings and selective service violations
(resulting primarily from the end of the Vietnam campaign and the draft), and a conscious departmental determination
to defer certain cases (such as stolen cars and theft from interstate shipment) to states for investigation. The
FBI has begun prioritizing investigations and a marked shift toward organized and white collar crime has been _
observed. By their very nature,_ these cases are more corplex to investigate and require more work-hours. ,ff?]}jx\
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The OMB recommendation to reduce employment by 250 work-years takes into account the complexity argument and

the new policy of prioritizing cases but it continues to build-in productivity assumptions (see table 1) which
we believe represents a sound programmatic approach to improve the performance of an investigative and law
enforcement agency. Also, our recommendation takes into account the FBI's traditional high estimate of workload
when compared with actual data (as the graph on page C-13 depicts). The net impact of our recommendation would
increase productivity 1% over 1975, and hooefu]]y encourage the FBI to develop better workload indicators

on which to base budget decisions.
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Department of Justice
1977 Budget
Immigration and Maturalization Service

 Agency Suggestions

1976 1977 Agency Request to achieve 1977 OMB Recom.
1975 Current Prog. planning target Prog.
Act. Est. Base Changes Total Reduction Total Base Changes Recom.
Budget Authority ($M) 181.3 208.0 213.5 29.9 243.4 -30.9 212.6 204.4 9.5 213.9
Outlays 178.8 207.1 213.5 29.8 243.3 -29.5 213.8 205.6 9.5 215.1
Employment (work-years) 8,012 8,583 -29 "8,554

Statement of Issue

8,583 8,825 365 9,190 -630 8,5€0

Should base programs for investigating aliens' status and inspections for admission into the United States be
reduced to offset priority increases in detention and deportation programs?

Background

In order to accommodate and partially offset the costs of the following important program increases:

OMB Recommendation

o Budget
Initial Request Authority
Development of counterfeit-proof a]ien documentation
($1.55 million) $1.55M
Expansion and operation of detention facilities
($7.9 million, 176 positions) $4.0 M
STORAL
Increased deportation capabilities £ Y
($9.7 million, 98 positions) i o $6.6 M
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OMB Recommendation

Budget
Initial Request Authority Positions
. E1 Paso (Drdg) Intelligence Center
($104 thousand, 5 positions) $71 thousand 5
. Increase Policy Planning and Evaluation staff
($152 thousand, 10 positions) $95 thousand 10
. Augment Border Patrol operations with new'equipment .
and construction of border stations ($5 million) -- --
OMB recommends three major reductions to the INS program base:
Budget
Authority Positions
25% reduction of Administratively Uncontroflable Overtime -$2.1 M NA
9% reduction in port-of-entry inspections staff/ﬁi?hE‘:fg\ -$2.0 M -133
20% reduction in investigative staff { o -$4.0 M -267

%
\.
: ?

Discussion Nl

INS did not request additional funds for investigative personnel, but did intend to continue investigation
programs at 1976 levels. Justice leadership suggests the investigations staff is too large, especially in

view of the Service's limited detention facilities and deportation capabilities, and that the mix of staff
resources should be changed. There is little credibility in an enforcement system which catches violators

but can do nothing with them. OMB agrees, and recommends reducing the current investigative staff of 1,304

by 267 positions. Border protection would continue at present levels, though fewer illegal aliens in interior
cities will be pursued. However, a much larger propoortion of those who are caught will be effectively expelled
or deported, thus improving the deterrent effort of INS activities.

While we recommend approval of the new positions requested for detention and deportation, we do propose to

reduce the amount of the concomitant funding increase. This will constrain operations somewhat but will not
impair program effectiveness, and is in part attributable to the Administratively Uncontrollable Overtime

reduction.
c-15



Justice originally requested 99 new inspectors to serve at ports-of-entry, arguing increased workload over the
past several years and an anticipated influx of visitors during the Bicentennial. The Department now suggests,
though very reluctantly, that the increase is not high priority and the existing inspections staff could be
reduced by 133 positions (9%). Having reviewed relevant workload statistics OMB recommends the reduction of
133 positions. We are confident .that INS will appeal this base program reduction.

OMB recommends no new funds for equipment or for Border Patrol facilities other than the E1 Paso Intelligence
Center. We are convinced that under present circumstances the Border Patrol's ability to reduce the flow of
aliens across the border is virtually nil. We cannot recommend additional resources for these purposes until
fundamental changes make it unprofitable to enter the United States in search of work.

Adoption of the OMB recommendation would decrease INS staff by 111 full-time permanent positions but maintain
outlays at the 1976 level. Last year you responded favorably to an INS appeal and granted 430 positions above
the initial allowance, for a total staff increase of 750 in 1976.

Alternative #1

Approve priority increases listed above but disapprove offsets to base pfograms. (Original Justice request,
slightly reduced)

Alternative #2

Approve priority increases listed above with offsetting reductions to base programs. (OMB recommendation)
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Offtce of -the White House Press Secretary

THE WHITE HOUSE

FACT SHEET
CRIME MESSAGE

The President is today transmitting to the Congress a speclal
messag” on crime in which he advocates enzctment of mandatory
minimum sentences for offenders who commit violent Federal crimes.
In adaition, he asks the Cengress to improve Federal fire arms
laws #nd thelr enforcement. The President also recommends the
e>§eno-on of. the Law Enforcement Assistance Administration through
1981

BACKGPRTND

The Federal Bureau of Investigation has estimated that the rate

of serious crime was 17 percent higher in 1974 than in 1973. This
is the lzrgest annual increase in the U8 yzars the Bureau has been
collecting atisties. Moreover, theoie. fizures refiect only the
reportzd c¢:'ines. A study of uu-eported c¢rime &;°onsored by the

Law Enforce:ient Assistance Adminlstracion indic:tes. that the actual
level of crime in some-citles 1s three to five, times:greater than
that reported. Significantly, and tragically, the number of crimes
involving threats of violence or actual violence has also increased.

Two months ago, at the celebration of the 150th anniversary of

the Yale Law School, the President dellvered a speech.on the
problem of crime in -America. In that address, the President
stressed hls concern for the innocent victims of crime and the
impact which crime -- particularly violent crime -- has had on
domestic tranquility in America. The message which the President
1sisending to Congress today spells out his program for combatting
crime

HIGHLIGHTS OF MESSAGE

While acknowledglng that the Federal role in the. fight agailnst
crime 1s a limited one, the Presldent sets forth three important
responsibilities of the Federal government in thils vital area:

- Providing leadership to State and local governments Lo 'Fu()\
by imppe¥ing the quality of Federal laws and the /2)‘ ¢
criminal Justice system. R j;' o

{ 7y}
Enacting and vigorously enforcing laws covering . \w ;b!
criminal conduct that cannot be adequately regulated 4 >/
at the State or local level. \\\ o~
~—ea ™

- Providing flnanclal and technical assistance to State
and local governments and law enforcement agencles,
and thereby enhancing their abllity to enforce the
law.

I. - PROVIDING FEDERAL LEADERSHIP

A. Improving the Quality of Federal Laws

Noting that Federal crimlnal laws should be a model
upon which State and local governments can pattern

more
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theilr own laws, the President recommends to the
Congress the enactment of a comprehensive criminal
code.,

In codifying the Federal criminal law, the Presldent
recommends that criminal fines be increased from a
maximum of $10,000 to a maximum of $100,000 if the
defendant is an individual, and $500,000 if the de-
fendant 1s an organization.

The President also recommends the enactment of
mandatory minimum sentences for perseons who:

(1) commit Federal offenses involving the use of a
dangerous weapon,

(2) commit such extraordinarily serious offenses as
aircraft hijacking, kidnapping and trafficking
in hard drugs, and

(3) are repeat offenders wno commit Federal crimes that
cause or have the potential to cause personal injury
to others. Limited excepttons to the imposition
of mandatory minimum sentences would be set forth
in the statute. .

The President recommends that Federal appeals courts
be given limited authority to review sentences imposed
by Federal trial court judges.

Improving the Federal Criminal Justice System

In addition to reform of the criminal law, the Presldent
believes that we must improve the manner in which our
criminal justice system operates. In the message, he
makes numerous suggestions and recommendations designed
to improve the quality of the Federal criminal justice
system. These include:

1. Establishment of "career criminal‘ programs
designed to assure quick identification and
prosecution of persons who repeatedly commit
serious offenses.

2. Continuation and expansion of programs designed
to divert certain first offenders into rehabili-
tation prior to trial.

3. Creation by the Congress of additional Federal
District Court judgeships and expansion of. the
criminal Jurisdiction of United States Maglistrates.

4, Up--grading of prison facilities, including the
replacement of large, outdated prisons with
smaller, more modern ones.

5. Directing that the Attorney General, as Chalirman
5f the Cablinet Committee on Crime Prevention and
Rehabilitation, ensure that the Federal govern -
ment 1s making the best possible use of its re-
sources 1in the area of offender rehabilitation.

6. Enactment by the Congress of legislatlion to
provide limited compensation to victims of
Federal crimes who suffer personal injury.
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Additionally, the President calls upon employers,
including Federal agen:ies, tc keen open minds on

the hiring of persons forrcrly convicted of crimes.

II. BETTER LAWS AND ENFORCEMENT

A. The President is unalterably opposed to Federal regis-
tration of guns or gun owners. He has directed the
Attorney General to prepare legislation prohibiting the
manufacture, assembly or sale of “Saturday Night Speclals
The President also proposes to strengthen current law so
as to strike at the illegal commerce in handguns and to
emphasize the responsibility of dealers to adhere to the
law. He has also ordered the Treasury Department's
Bureau of Alcohol, Tobaccc and Firearms to double its
investigative efforts in the nation's ten largest metro-
politan areas and to immediately employ and traln an
agditional 500 firearms investigators for this priority
effort,

B. The President believes there are several other areas
in which Federal law and enforcement can be improved to
strike at those who have made crime a business. Laws
relating to organized crime, consumer fraud, white-
collar crimes and protectlon of civil rights can and
should be improved.

C. The President also has directed the Domestic Council to
conduct a comprehensive, priority review of the Federal
effort in the treatment and prevention of drug abuse,
to ensure that Federal programs and policies are appro-
priate to meet the current and mounting threat.

III. PROVIDING FINANCIAL AND TECHNICAL ASSISTANCE

The Federal government must continue to help State and local
governments in carrying out thelr law enforcement respon-
sibllities. Therefore, the President will submit to the
Congress a bill that will continue the Law Enforcement Assis-
tance Administration through 1981. L

The B1ll will authorize $6.8 billion for the Law Enforcement
Assistance Administration to continue 1its work through 1981.
Further, the bill will inecrease LEAA'S annual funding authori-
zation of $1.25 blllion to $1.3 billion so that additional
funds may be made avallable to urban areas with high crime
rates. Finally, the bill will place additional emphasis on
improving State and local court systems,

g d8#
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Office of the White House Press'Secretary

THE VEITE EOUSE

TO THE CONGRESS OF TiE UNITLD STATSES:

I address this message to the Congress on a subject
that touches the lives of all Americans: crite.

Two months ago, at the celebratibn of the 150th anniversary
of the Yale Law School, I spoke about lawv and respect for the
spirit of the lay.

Law makes human society possible. It pledges safety to
every nember so that the company of fellow human beings can be
a blessing instead of a threat. It is the instrunent through
which we seek to fulfill the pronise of our Constitution: to
insure donmestic tranquility."

But 4nierica has been far from surcessful in dealing with
the sort of crime that obsesses Areric day and nizht -- I rean
Street crime, crime that invades our neighborhoods and our
nories -- nurders, robberies, rapas, tmuggings, hold-ups, breakins --
the kind of brutal violence that rakes us fearful of strangers
and afraid to go out at night.

_I sense, and I think the American people sense, that we
are facing a basic and very serious problen of disrezard for
the law. Because of crime in our streets and in our hores, we
do not have domestic tranguility.

Ever since the first Presidential message on criwe, in
1365, strenuous Federal efforts, as well as State and local
initiatives, have been undertaken to reduce the incidence of
crime in the United States. Yet, throughout this period; crirce
has continued to increase. Indeed, the Federal Lureau of
Investigation's latest estimates are that tine rate of serious
crime -- murder, forcible rape, robbery, aggravated assault,
burclary, larceny and auto theft -- was 17 percent higher in
1974 than in 1973. This is the larrest increase in the 44 years
the Bureau has been collecting statistics.

Since 1960, although billions of dollars have been spent
on law enforcement programs, the crime rate has more than
doubled. Iloreover, these figures reflect only the reported
crimes. A study of unreported criie sponsored by the Law
Znforcement Assistance Administration indicates that the actuel
level of crine in soune cities is three to five times greater
then that reported.

ilore significantly, the nunber of crimes involving threats
of violence or actual violence hzs increased. And the nunmber
of violent crimes in wvhich the perpetrator and the victin are
stransers has also increased. A recent study indicates that T —
approxinately 65 percent of all violent crimes are cormittec R I
against strangers. >

The personal and social toll that criae exacts froi our L ‘
citizens is enormous. In addition to the direct damage to 1 g
victims of crime, violent crimes in our streets and in our N N

homes make fear pervasive.
nore
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In many areas of the country, especlally in the most
crowded parts of the inner clitles, fear has caused people to
rearrange thelr daily lives. They plan shopping and recreation
during hours when they think the possibilitles of violent attacks
are lower.  They avold commerclal areas and public transit.

Frightened shopowners arm themselves and view customers wilth
susplcion.

The individual, political and social costs of crime cannot
be ignored., They demand our attentlien and coordinated actilon.
With the firm support of the American people, all levels of
government -- Federal, State and local -~ must commit themselves
to the goal of reducing crime. -

For too long, law has centered its attention more on the
rights of the criminal defendant than on the victim of crime.
It 1s time for law to concern itself more with the rights of the
people 1t exists to protect.

In thinking about thils problem, I do not seek vindictive
punishment of the criminal, but protection of the innocent
victim. The victims are my primary concern. That 1s why I
do not talk about law and order and why I turn to the
Constitutional guarantee of domestic trangquility. The emphasls
1niour efforts must be providing protection for the victims of
crime.

In thils message, I shall address myself to what I belleve
the Federal government can and should do to reduce crime. The
fact 1s, however, that the Federal role in the fight against
crime, particularly violent crime, 1s a limited one.

With few exceptions, the kinds of crimes that obsess
Anerica -- murders, robberies, rapeés, mugglngs, hold-ups,
breakins -- are solely within the jurlsdiction of State and
local governments. Thus, while the programs that I will propose
in this message will, if enacted, contribute to a safer America,
the level of crime will not be substantially reduced unless
State and local governments themselves enact strong measures.

I see three ways in which the Federal government can play
an important role in combating crime:

First, 1t can provide leadership to State and local govern-
ments by enacting a criminal code that can serve as a model for
other jurlsdictions to follow and by 1mproving the gquality of
the Federal criminal justilce system.

Second, 1t can enact and vigorously enforce laws covering
criminal conduct within the Federal jurisdiction that cannot
be adequately regulated at the State or local level,

Third, it can provide financlal and technical asslstance
to State and local governments and law enforcement agencles,
and thereby enhance thelr abillty to enforce the law.

I, Providing Leadership

Law Enforcement in a democratlc soclety depends largely

upon public respect for the laws and voluntary compliance with fff -
them. We do not have and do not want a police state. Respect i x _g
and compliance are undermined 1f individuals conclude that law \f -*/

9 p
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enforceuent efforts are ineffective and tnat crires ray te

coritted with Lipunity -- conclusloas which ere buttressed

by repidly rising cri.e rates aui oy statistics saowing only
one arrest for every {ive serious criiec couaitted.

. < vecliue in respect for th2 lav leads to the co:pission
of iwore crires. The necessity to iavestiyate taese additionsl
crires, prosecute those accuszd, and puaisu those convicted
places even creater strain on tae already overkardeneu capacities
o: police, prosecutors, public defenders, courts, neual institu-
ticns and correctional authoritiezs. As a ¢onsequence, the
percentage of offenders apprehended, prosecuted and appropriately
sentenced 1s further reduced. This leads to an even greater
Geceline in respect for the law and to the cormmission of even
more crimes, To succeed in the effort to reduce crime, ve
must break this spiral. : :

There are two direct ways to attack the spiral of crime.
One is through lmprovements in the law itself.. The other 1is
through improvement of the criminal justice system so that it
functions more swiftly, surely and Justly.

Federal criminal laws should be a model upon which State
and local governments can pattern their own laws. At the
present time, they are not. These Federal statutes developed
haphazardly over the decades. They have been revised here
and there in response to changing judicial interpretation.
They are complicated, and sometimes conflicting, leaving gaps
through which criminal activity too often slips unpunisied.
Because of their complexity, the laws invite technical
arguments that waste court time witiiout ever golng to the
deart of the question of the accused's gullt or innocence.

For several years, the Federal government has engaged
in a massive effort to reform the Federal criminal laws into
a uniform, coherent code. The product of tinils effort was
recently Introduced in Congress, wita wide bilpartisan support,
as 3. 1, the “Criminal Justice Reform Act of 1975."

Since 1t covers every aspect of criminal law, some of tie
broposals in this Act have stirred controversy and will un-
doubtedly precipitate further debate. For instance, concern
has been expressed that certain provisions of the bill designed
to protect classified liformation could adversely affect freedom
of tite press. While we must make sure that natilonal securipy
Secrets are protected by law, we must also take care that the
law does not unreasonably restrict the free flow of information
necessary to our form of government. Responsible debate over
thls and other provisions of 8. 1 will be very useful. Issues
can be clarified and differing interests accommodated.

I think everyone wlll agree, however, tihat comprenensive
reform of the Federal criminal code 1s needed. Accordingly,
as a leglslative priority in the Federal effort against crime,
I urge the 94th Congress to pass the kind of comprehensive
code reform embodied in the Criminal Justice Reform Act.

In connection with thils overall effort, let me suggest L “e
some speclific reforms I believe essentlal. )

The sentencing provisions of current Federal law are,
in my Judgrment, 1inadequate in several respects, often erratic
and inconsistent. Defendants wnho commit similar offenses may g .
recelve widely varying sentences., This lack of uniformity is N e
profoundly unfalr and breeds disrespect for the law.
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The revision of the criminal code should restore a sense
of consistency in sentencing, so that the fine or term of lmprison-
ment imposed by the law relates directly to the gravity of the
offense. For example, criminal fines are woefully inadequate
and provide little deterrence to offenders whose business 1s
crime -~ a business profitable enough to support current
levels of criminal fines as an ordinary business, expense.
Other than under the antitrust laws, the maximum fine which
can be imposed on serious violators 1is usually $10,000. That
amount 1s too often not commensurate with the crime. The maximum
level should be increased to $100,000, if the defendant 1s an
individual, and $500,000, if the defendant 1s an organization.

The sentencing provisions of the proposed code should be
modified to provide Judges with standards under which prison
sentences are to be imposed upon conviction. Imprisonment
too seldom follows conviction, even for serlous offenses. It
is my firm belief that persons convicted of violent crime should
be sent to prison. Those who prey on others, especlally by
violence, are very few in number. A small percentage of the
entire population accounts for a very large proportlon of the
vicious crimes committed. Most serious crimes are committed
by repeaters. These relatively few persistent criminals who
cause so much worry and fear are the core of the problem. The

rest of the American people have a right to protection from
thelr violence.

Most of the victims of violent crimes are the poor, the
old, the young, the disadvantaged minorities, the people who
live in the most crowded parts of our cities, the most defense-
less. These victims have a valld claim on the rest of soclety
for protection and personal safety that they cannot provide
for themselves; in a phrase, for domestic tranquility.

Imprisonment too seldom follows conviction for a felony.
In the 1960's, crime rates went higher, but the number of criminals
in prison, state and federal, actually went down. A study of one
major jurisdiction showed that of all convicted robbers with a
major prison record, only 27% were sent to prison after conviction.

There should be no doubt in the minds of those who commlt
violent crimes -- especially crimes involving harm to others --
that they will be sent to prison 1f convicted under legal processes
that are fair, prompt and certain. . '

I propose that incarceration be made mandatory
for (1) offenders who commit offenses under Federal
Jurisdiction using a dangerous weapon; (2) persons com-
mltting such extraordinarily serious crimes as alrcraft
higacking, kidnapping, and trafficking in hard drugs: and
(3) repeat offenders who commit Federal crimes -~ with or
wilthout a weapon -- that cause or have a potential to cause
personal injury. Exceptions to mandatory imprisonment should
apply only if the Judge finds and specifies in writing one or
more of the following: that the defendant was under 18 when
the offense was committed, or was mentally impalred, or was

acting under substantlal duress, or was implicated in a o
crime actually committed by others and participated in the fff TOR LN
crime only in a very minor way. I have asked the Attorney s ()\
General to assist the Congress in drafting this modification f:? @
to the sentencing provisions of S. 1. Since most violent j < )
crime 1s in the jurisdictlon of State and local criminal Lot ;?!
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courts, I call upon the States‘to establish similar mandatory
sentencing systems. Too many persons found guilty of serious,
violent crimes never spend a day in prison after conviction.

I would emphasize that the aim of this program of
mandatory imprisonment is not vindictive punisihment of ‘the
criminal, but protection of the innocent victim by separating
the violent criminal from the community. These victims -~
most of whom are old or poor or disadvantaged -- have a valld
claim on the rest of soclety for the protection and the per-.
sonal safety that they cannot provide for themselves.

Reasonable mandatory minimum sentences can restore tne
sense of certainty of imprisonment upon which the deterrent
impact of criminal law is based. Mandatory sentences need not
be long sentences; the range of indeterminacy need not be
great. 1In fact, wide disparities in sentences for essentially
equivalent offenses give a look of unfalrness to the law. To
help eliminate that unfalrness, Federal appeals courts
siiould be given some authority to review sentences given
by Federal trial court judges ~- to increase or reduce them
so that the punishments will be more nearly uniform through-
out the Federal system. I am also asklng the Attorney
General to review this problem to ensure that the Federal
sentencing structure, which is now based on the indetermlnate
sentence, is both fair and appropriate. Among other things,
it may be time to give serious study to the concept of so-
called "flat time sentencing"® in the Federal law.

In addition to reform of the criminal law, we must
improve the manner in which our criminal justice system
operates. Lffective deterrence to law-~breaking 1s currently
lacking, in part because our criminal justice system simply
does not operate effectively.

A logical place to begin discusslon of such improvement
is the prosecutor's office, for it 1s there that important
declsions are made as to which offenders should be prosecuted,
what cases should be brought to trial, when plea bargains
siiould be struck and how scarce judiclal resources should be
allocated. llany prosecutors' offlces currently lagk the
manpower or management devices to make those declslans
correctly. Prosecutors often lack Information on a defendant's
criminal history and thus cannot 1ldentify habiltual criminals
who should be trled by experienced prosecutors and, 1f convicted,
sent to prison. In too many cases, they lack efflglent systems
to monitor the status of the numerous cases they handle. If
improved management techniques could be made avallable to prosecu-
tors, the likelihood of swift and sure punishment for crime would
be substantlially increased.

At the Federal level, last September I directed tne
Department of Justice to develop and implement a program to
deal with career criminals, with the objectives of (1) providing
quick identification of persons wio repeatedly commit
serious offenses, (2) according priority to their prosecu-
tion by the most experienced prosecutors, and (3) assuring
that, if convicted, they receive appropriate sentences to
prevent them from immediately returning to soclety once
again to victimize the community.

Programs to deal with habitual criminals will be
encouraged at the State and local levels tnrough the use
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of the Law Enforcement Assistance Administration model pro-
grams and discretionary grants already underway.

To illustrate the nature of tais problem, let me point
out that in one city over 60 rapes, more than 200 burglaries
and 14 murders were committed by only 10 persons in less than
12 months. Unfortunately, this example 1is not unique.

The results of a repeat offender project recently launched
in the Bronx County District Attorney's Office, City of Hew
York, are hopeful. The first year's experience showed & 97
percent felony conviction rate and a reduction of time 1in case
disposition from an averapge of 24 months to an average of
three months. 1In addition, prison sentences resulted in 95
percent of the career criminal cases prosecuted.

A second improvement in the criminal Justice system may
be obtained by diverting certaln first offenders -- not all,
but some -~ into rehabilitation programs before proceeding to
trial. The Department of Justice has begun a pllot program of
tnis kind designed to achieve two important goals. First, it
will seek to reduce the caseloads of Federal courts and prose-
cutors through expeditious treatment of offenders who are good
prospects for rehabllitation. Second, it will seek to enable
the offenders who successfully satisfy the requirements of the
diversion programs to avoid criminal records and thus increase
the likelihood that they will return to productive lives.

Experimentation with pretrial diversion programs should
continue and expand. However, careful efforts must be taken
to prevent these programns from either treating serious offenders
too leniently, or, on the other hand, violating defendants'
rights. By coupling this pretrial diversion program with a
mandatory term of imprisonment for violent offenders, we will
nake sure that offenders wno deserve to go to prison will go
to prison. At the same time, those who may not need imprison-
ment will be dealt with quickly and in a way that minimizes
the burden on the criminal justice system.

The criminal and civil caseloads in trial and in appellate
courts have grown over the years, while the number of Judges
assigned to handle those cases has not kept pace. In 1972,
the Judiclal Conference of the United States recommended the
creation of 51 additional Federal District Court Judgesnips
in 33 separate Judicial districts across the country. Senate
hearings on legislation incorporating this proposal were
conducted in 1973. To date, however, the leglslation has not
been scheduled for floor action. The increasing needs of the
Federal courts make this measure an urgent national necessity
of a nonpartisan nature -- for Justice delayed is too often
Justice denied. 1In addition, seemingly technical but important
reform in the Federal criminal Jjustice system can be achieved
by- expanding the criminal Jurisdiction of United States
llagistrates. This reform will enable the relatively small
number of Federal judges to focus thelr efforts on the most
significant criminal cases. The Criminal Justice Reform Act
contains a provision that will achleve that result, and I an
giving it my specific support. ’

When a defendant 1is convicted, even for a vliolent crime,
Jjudges are too often unwilling to impose prison sentence, 1in
part because they consider prison conditions inhumane. Iloreover,
a cruel and dehumanizing penal institution can actually be a
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breeding ground for criminality. In any case, a civilized
soclety that seeks to diminish violence in its midst cannot
condone prisons where murder, vicious assault and homosexual
rapes are common occurrences.

The Federal Bureau of Prisons has embarked on a program
to replace large, outdated prisons with smaller, more modern
ones. The Bureau has seven new corrections institutions of
this sort under construction. All are designed to be civilized
places that can be governed effectively by the wardens and
correctional officers rather than by the most brutal and inhuman
prisoners. 1In addition, the Bureau 1s opening new institutions
in three major citles to replace ‘overcrowded, antiquated local
Jails which formerly housed Federal prisoners awaiting trial.
The program to lmprove Federal prisons must be paralleled by
State efforts, because the problem of decrepit prison facilities
that are hothouses of crime is worst at the State and local level.
Unless prisons are improved, many Jjudges will only reluctantly
commit convicted offenders to them, even if they are gullty of
serious crimes and have previous criminal records.

I know that grave questions have been raised by qualified
experts about the abllity of the corrections system to rehablilitate
offenders. These are important and serious questions. They
go to the very heart of the corrections system. While the
problem of criminal rehabilitation is difficult, we must not
give up on our efforts to achleve it, especially in dealing with
youthful offenders. Crime by young people represents a large
part of crime in general. The 1973 statistics indicate that
45 percent of persons arrested for all crimes are under 18 years
of age. Whatever the difficulty, we must continue our efforts
to rehabilitate offenders, especially youthful offenders. To
do less would be to write off great numbers of young people as
unsalvageable before they have even come of age. I have
directed the Attorney General, as Chairman of the Cabinet
Committee on Crime Prevention and Rehabilitation, to work
in close cooperation with the Secretary of Labor, the Secretary
of Health, Education, and Welfare and other concerned agenclies
of the Executive Branch to ensure that the Federal government
is making the best possible use of its resources in this
crucial area.

Whatever the corrections system might accomplish 1in
rehabilitating offenders while they are in prison will be, lost
if the 1ndividual leaves prison and cannot find a Job, simply
because he has been convicted of a crime. I urge employers
to keep an open mind on the hiring of persons formerly convicted
of crimes. The U. S, Civil Service Commission currently
administers a program designed to prevent Federal employers
from unjustly discriminating against ex-felons. I am directing
the Commission to review this program to ensure that it is
accomplishing its objectives. I am also calling on the
Natlonal Governors Conference to consider steps the States can
take to eliminate unjustified discriminatory practices. Giving
ex-offenders who have paid their penalty and seek to "go stralght"
a fair shake in the job market can be an effective means of
reducing crime and improving our criminal Justice system.

In addition to this general effort to reform and improve

the criminal justice system, the Federal law should be specifilcally Rl F RN
R

revised to take into greater account the needs of victims of .
crime. They, as well as the general public, must be made aware S
that the government will not neglect the law-abiding citizens L
whose cooperation and efforts are crucial to the effectiveness
of law enforcement.
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I urge the Congress to pass legislation to meet the
uncompensated economic losscs of victims of Federal crimes
wno suffer personal injury. In order to promotc the concept
of restitution within the eriminal law, tne monetary beneflts
should come from a fund consisting of fines pald by convicted
Federal offenders.

II. Better Laws and Onforcement

As I pointed out initially, except in limited circumstances,
street crime is a state and local law enforcement responsi-
bility. There is a dinenslon to this problem, however, that
cannot be adequately dealt witin on- Just the state and local_
levels. Criminals with handguns have played a key role in tne
rise of violent crime in America. Hundreds of policemen have
been killed in the past decade through tne use of handguns
by criminals. The most effective way to combat the 1llicit
use of handguns by criminals 1s to provide mandatory prison
se?tences for anyone who uses a gun in the commlssion of a
crime.

In addition, the federal government can be of assistance
to state and local enforcement efforts by prohibiting the
manufacture of so-called Saturday ilight Specials that have
no apparent use other than against human beings and by im-
proving Federal firearms laws and theilr enforcement.

At the same time, however, we must make certain that
our efforts to regulate the 1llicit use of handguns do not
infringe upon the rights of law ablding citizens. I am
unalterably opposed to federal registration of guns or tie
licensing of gun owners. I will oppose any effort to im-
pose such requirements as a matter of fedesral policy.

Jdonetheless, we can take steps to furtiner guard against
the 1llicit use of handguns by criminals.

Current Federal gun lauws should be revised to proyide that
only responsible, bona fide pun dealers be permitted to obtaian
Federal licensces to engage in tie business of selling firearms.
Licenses to sell firearms should also be withueld from persons
wno nave violated State lawa, particularly firearms laws.
Additlonal administrative controls over tae sale of handguns,
including a ban on multiple sales, will help to establisa .
dealer responsibility in stopping 1illicit gun trafficking.

A walting period between the purchase and recelpt of a handgun
should be imposed to enable dealers to take rcasonable steps

to verlfy that handguns are not sold to persons winose possession
of them would bz 1llegal under Federal, State or applicable
local laws,

Second, I have ordered the Treasury Depnartment's Burcau of
Alcohol, Tobacco and Firearms. w.iilch has primary responsibility
for enforcing Federal firearas laws, to double 1its investlgative
cfforts in the Hatlon's ten largest metropolitan areas. This
actlon will assist local law enforcement authorities in con=-
trolling illegal commerce 1n weaporis. I have directed,
therefore, that the Bureau of Alcolol, Tobacco and Firearms
employ and train an additional 500 investigators for this
pricrity effort.

Third, the domestic manufacture, assembly or sale -~ a8
well as the importation -~- of cheap, highly concealable
handguns should be 'prohibited. These so-called “Saturday
dight Speclals® are involved in an extraordinarily largc
number of .street crimes. ilost have no legitimate sporting
purpose. They are such a threat to domestic tranquility
that we should eliminate thelr manufacturc and sale entirely.
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These recommendations go to the very heart of the problem
of handgun abuse. If enacted, tney snould add significantly to
the efforts of State and local law enforcement authorities to
brevent thne criminal use of handguns.

There are several other areas in which Federal law and
enforcement can be improved to strike at those who have made
crime a business.

The leaders of organizcd crime can be prosecuted under
current Federal law only when 1t can be shown that they
pgrticipated in a specific offense, such as gambling, loain-
snarking or narcotics. A reformed criminal code should strike
directly at organized criminal activity by makinz it a Federal
crime to operate or control a racketeering syndicate. This
revision will make the criminal law apply to organized crime
leaders who seek to conceal their role in the syndicate's
criminal activities.

Since current Federal laws restrict the government's abllity
to attack consumer frauds, the statutes punishing fraud and
theft should be revised to make Federal prosecution more ef-
fective. Pyramid sales schemes -- clever confidence games,
in other words ~- should be specifically prohibited. Federal
Jurisdiction over these frauds should be extended to enable
the government to move against them on a natlionwide basis.

The protection of constitutionally guaranteed civil rights
is a primary duty of the Federal government. Yet, a private
citizen can be punished for violating constitutional rights
only if he acted in concert with others. Under current law,
even 1f a State official intentionally commits acts that violate
an individual's constitutional rights, proof of these acts
alone may be insufficient to secure a conviction. Restrictions
wnich prevent our laus from protecting the constitutional rights
of Americans should be eliminated.

I am particularly concerned about the illegal
trafficking in narcotics and dangerous drugs. These crimes
victimize the entire Nation, bringing personal tragedy and
family destruction to hundreds of thousands. In addition to
the human toll, the property crimes committed to finance
addicts' drug habits are estimated at $15 billion each year.

Federal, State and local governments nust continue their
vigorous law enforcement efforts aimed at maJor traffickers in
narcotics and dangerous drugs. This Administration is committed
to maintaining a strong Federal Drug Enforcement Administration
to provide leadership in this fight. At the same time, I )
continue to recognize our responsibllity to provide compassionate
treatment and rehabllitation programs for the hapless victim
of narcotics traffickers.

Recent evidence suggests an increase in the availability
and use of dangerous drugs in spite of the creation of special
Federal agencies and massive Federal funding during tne past
six years. I am deeply concerned over these developments and
nave, tnerefore, directed the Domestic Council to undertake a
comprehensive review and assessment of the overall Federal
drug abuse prevention, treatment and enforcement effort to
ensure tnhat our programs, policies and laws are appropriate
and effective.

Finally, white-collar crime is taking an increasing toll
in terms of financial and soclial costs. The United States
Chamber of Commerce recently reported that in 1974 white-collar
erime cost the public approximately $40 billion, excluding
the costs of price-fixing and industrial esplonage. In

more
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addition to diregt economic losses, white~collar crime can
destroy confidence in and support fcr the nation's economic,
legal and political institutions. In recognition of the
gravity of the impact of white-collar crime, I have directed
the Attorney General to undertake new intitiatives to
coordinate all Federal enforcement and prosecutorial efforts
against white-collar crime.

ITII. Providing Financlal and Technical Assistance

The Federal government must continue to help State and
local governments in carrying out thelr law enforcement
responsibilities. Therefore, I will submit to Congress a
bill that will continue the Law Enforcement Assistance
Administration through 1981.

The LEAA annually provides millions of dollars of
support to State and local governments in improving the
overall operation of their criminal justice systems. Ad-
ditionally, the LEAA serves as a center for the development
of new !ldeas on how to fight crime. Examples of several
LEAA innovations have already been noted in this Message.
The bill that I will submit will authorize $6.8 billion for
LEAA to continue its work through 1981.

Several aspects of the reauthorization bill deserve speclal
mention. It will increase the annual funding authorization for
LEAA from $1.25 billion to $1.3 billion. The additilonal $250
million over five years will enable the agency's discretlonary
program to place greater emphasls on programs aimed at reduclng
crime in heavily populated urban areas. It is in these areas
tnat the problem of violent street crime has reached critical
proportions. The LEAA “High Impact™ program, which is designed
to provide additional assistance for citles and counties with
high crime rates, has had encouraging success. This additional
authorization will permit LEAA to build upon that success.

The blll will also place speclal emphasis on improving
the operation of State and local court systems. Specifically,
it will include such improvement witihin the statement of purposes
for which LEAA block grant funds can be utilized. Too often,
the courts, the prosecutors and the public defenders are
overlooked in the allocation of criminal justice resources.
If we are to be at all effective in fighting crime, state .and
local court systems, including prosecution and defense, must
be expanded and enhanced.

In conclusion, I emphasize again that the Federal government
cannot, by itself, bring an end to crime in the streets. The
Federal government can seek the cooperation and participation of
State and local governments. Such cooperation is vitally im-
rortant to this effort. The cumulative effect of persistent
Federal, State and local efforts to inmprove our laws and eliminate
difficulties that encumber our criminal Justice system offers
the only hope of achieving a steady reduction in crime.

I am confident that, 1f the Congress enacts the programs
that I have recommended, the means available for an effective
attack on crime will have been substantlally strengthened. I
call upon the Congress to act swiftly on tiese recommendations.

I also call upon State and local governments to move rapidly i

in strengthening their processes of criminal justice. Togetner, ol 55;32\\‘
we will restore to this nation that sense of domestic tranquility S e
so essentlial to the pursuilt of happiness. R A

GERALD R. FORD N

THE WHITE HOUSE,
June 19, 197s. e
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CIVIL SERVICE COMMISSION
1977 Budget

Summary Data
($ in millions)

/

Budget ' ~ Employment, end-of year

Authority Outlgx§' Full-time Permanent Total
1975 Actual 11,706.8 7037.6 6670 - 7974
1976 February budget 12,263.0 8061.8 6695 8175
enacted 13,323.7 8649.2 XXXX XXXX
supplementals recommended 16.4 16.4 XXXX gg?g

" agency request 13,343, 8668.9 7035 1
OMB recommendation 13,340, 1 8665.6 gggg gg]g

OMB ceiling XXX XXX

TQ February budget 1624.5 2072.3 XXXX XXXX
enathd 9 1597.5 2320.6 XXXX XXXX
supplementals recommended 7.7 7.7 XXXX XXXX
agency request 1606.4 2329.4 XXXX XXXX
OMB recommendation 1605.3 2328.3 XXXX XXXX
1977 July planning target 14,417.0 9170.0 6835 8315
{ctober planning target XXX 9624.0 XXXX XXXX
Agency initial request 16,316.9 10,438.6 7800 9450
Agency revised request 16,290.0 10,076.8 7450 8976
OMB recommendation 16,284.2 10,068.9 6835 8315
1978 OMB estimate - 16,157.2 11,000.8 6835 8315
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1977 Budget
Civil Service Commission

Agency Request

CSC initially requested $135M, a $17M increase over the 1976 level for central personnel operations
and Intergovernmental Personnel Assistance (IPA) grants. In response to the revised outlay target

of $109M, CSC requested $117M, reducing its original request to double IPA grants and proposing a

few additional reductions. The Commission also identified further actions, which it opposes, to

reach its revised outlay target of $109M. These actions would further reduce IPA grants and eliminate
other requested increases so that 1977 central personnel operations would essentially continue at

1976 levels.

The Commission's original employment request was for 7800 positions, 14% over its 1976 ceiling of 6835.
Their revised request was for 7450. If held to the revised outlay target of $109M, CSC would stiil
request an increase of 397 over 1976, which could be financed through trust fund transfers and
reimbursable work rather than direct appropriations. '

OB Recommendation

OMB recommendations generally reflect agreement with the CSC approach to reach the ceiling of $109i.

IPA grants would be reduced to $10M from the 1976 level of $15M. Our recommendation in other '
discretionary programs will be adjusted if necessary to allow resources (approximately »1M) to implement
decisions of the President's Panel on Federal Compensation and to provide the number of election
observers required in 1977 by the Department of Justice to enforce the Voting Rights Act.

OMB recommends holding employment at the 1976 level.

Areas of Expected Disagreement with CSC

CSC may appeal the proposed cut-backs in requested increases for central personnel operations, arguing

that services to federal agencies will suffer as a result of these cut-backs. TN
/ VAR <o ';’\
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1977 Budget

Civil Service Commission

(S in millions)

Summary of Recommended Program Reductions

1Q 1977 1978
FTP FTP FTP
0 Employ. ) BA 0 Employ. 0 Employ.
Current base 8668.9 6835 2329.4 16291.2 10418.2 6835 11763.1 6835
Recommended level -~ 8668.9 6835 2328.3 16284.2 10068.9 6835 11000.8 6835
Reduction . 0 0 -1.1 -7.0 -349.3 0 -762.3 LY
Program reductions:
Civil Service Retirement
apply 60% on annuities
(Tegislation _
required 0 0 0 1.2 222.9 0 - 480.9 0
Civil Service Retirement
eliminate 1% kicker
(legislation .
required) 0 0 0 .6 121.1 0 276.1 U
Intergovernmental
Personnel Assistance
reduce BA and outlays
through Administra-
tive Action 0 0 0 5.0 5.0 0 5.4 J
Central Personnel /'TEKT?‘\
Operations - reduce / N
obligational authority |
in reimbursable programs )
and reduce BA and outlays (5,“e<)//
in direct prograns 0 0 ™" 1.1 .2 .3 0 .3 J
Total reductions 0 0 1.1 7.0 349.3 0 762.3 J

u-2



1977 Outlav Reductions
Civil Service Commission
Retirement and Disability Program
($ in millions)

1976 1qQ 1977 1378
FTP FTP FTpP
4] Employ. 0 BA 0 Employ. 0 Employ.
Amount:
Current base ....... 8574.8 XXX 2320.3 15709.7 10036.4  xxx 11159.5 XXX
Recommended level .. 8574.8 XXX 2320.3 15709.1 9915.3 XX 10883.4 XXX

Reduction ,....... 0 XXX 0 -.6 -121.1 XXX -276.1 XXX

Actions required:

Legislation to eliminate 1% bonus to cost-of-living adjustments in annuities.

Program impact:

Cost-of-1iving adjustments in current law vary with the rate of change in the Consumer.Pr1ce
Index. When the CPI rises by 3% or more for three consecutive months, annuitants receive a
cost-of-1iving adjustment at the highest of these rate increases plus a 1% bonus. The bonus was
intended to compensate retirees for the time lag between the actual rise in living costs and the
annuity increase,but this bonus feature leads to overcompensation in the long run. This
proposed action would correct that overcompensation and also reduce the growth rate

in unfunded 1iability of retirement and disability system.
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1977 Outlay Reducticns
Civil Service Commission
Retirement and Disability Program
($ in millions)

1976 1Q 1977 1978
FTP FTP FTP
] Employ. 0 BA 0 Employ. 9 tmploy.
Amount:.
Currert bLase .... 8574.6 XXX 2320.3 15710.9 10259.3  xxx 11640.4 XXX
Recommended level £574.8 XXX 2320.3 15709.7 10036.4  xxx 11159.5 XXX
Reduction 0 g -1.2 -222.9 - -480.9

Actions required:

Legislation to Timit cost-of-1iving adjustments for annuitants in 1977 to 60% of their amount under
the present formula. .

Progran impact:

This cap proposal would replace a legislative proposal submitted to Congress by the President in
March, 1975 to lirit cost-of-living adjustments for retirees to 5% in 1976. A cap of this ‘
nature would allow partial maintenance of purchasing power of annuitants during periods of rapid
inflation. It would also reduce the rate of growth in the unfunded liability of the retirement

system.
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1977 OQutlay Recuctions
Civil Service Commission

Intergovernmental Personnel Assistance

($ in millions)

1976 TQ 1977
v FTP FTP
o] Employ. 0 BA 0 Employ. 0]
Current base ... 15 XXX 3 15 15 XXX 15
Recommended level ... 15 AXX 3 10 10 XXX 10
0 -5 -5 XXX -5

Reduction 0 XXX

Actions required:

Reduce 1977 budget request.

Program impact:

OMB recommendation will require:

-- maintenance of IPA grants at level of funding characteristic of first year of program

operation in 1970,

FTP
tmploy.

XXX
XXX
XX %

-- maintenance of grant program activities at roughiy constant levels because of a July 1, 1975, Congres-

sional change in the matching formula from a 75% to a 50% federal share.
which would have continued the 75% federal match for three more years.

however, the reduction to 50% in the present Taw was retained.

CSC submitted legislation
As passed by the House,
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1977 Budget
Civil Service Commission
Issue #1 Central Personnel Operations

Statement of Issue

Are additional personnel needed to allow CSC to properly perform its central personnel
operations?

Background

Central personnel operations include keeping personnel policies curvert, staffing, investigations,
improving personnel managenent, training leadership and delivery, manpower information systems and
intergovernmental personnel assistance. These operations are financed through direct appropriations
(60% of total staff years) as well as through trust fund transfers and reimbursable activities (40% of
staff years). The Commission originally requested $135M in outlays from direct appropriations and
7800 permanent positions and revised their request to $117M and 7450 positions. If held to
the OMB outlay target of $109M, the Commission would still seek 7232 permanent positions provided
that obligational authority is not reduced in trust fund transfer and reimbursable work A1l of
these requests would call for an increase over the 1976 ceiling of 6835.

Alternatives

#1 Agency request: Increase 1977 employment level to 7450 permanent positions. Provide
$117M 1in outlays. :

#2 Agency alternative request: Increase 1977 employment level to 7232 permanent positions.
Hold outlays to OMB ceiling of $109M, but allow increase in trust fund transfers and
reimbursements.

#3 OMB Recommendation: Hold 1977 employment to 1976 level of 6835 permanent positions. nola
outlays to $109 and reduce obligational authority for trust fund transfers and reimbursenents.

;\L 'g".{: C - ] »



Analysis

Outlays
($ in millions)

1976
Current
Estimate
-  Keeping Personnel Fclicies Current 3.2
- Staffirg for Federal Employment 51.1
(Recruiting and Examiring only) (29.2)
- Investigations (NACI and other) 5.8
- Revolving Fund(training, full
field investigations, state/local
assistance) 1.3
- Improving Personnel Management 16.2
- Other, including appeals, Fed. 20.8
Labor Relations Council, Fed.
personnel information systems,
general administration, etc.
(Voting Rights) - (1.5)
- State and Local Personnel Assistance
(includina grants) 19.7
- Proprietary Receipts -.1
- Total \ 118.0
_ Total FTP o) 6335

53?;1na1 Alternative [.lterrative Alternative
Reguest #1 (Ag. req) #2 #3 (UM Rec.

3.6 3.6 3.6 3.0

53.4 53.4 49.7 49.7
(31.5) (31.5) (29.2) (29.2)

5.9 5.9 5.8 5.8

a . 1 1

18.4 17.3 16.3 16.5

22.5 20.4 19.1 20.2

(1.2) (1.2) (.7) (1.2)

31.3 16.7 14.7 14.2

-.2 -.2 -.2 -.2
135.0 . 117.2 109.1 109.3

7800 7450 7232 6835



\

Agency Request: CSC maintains that a ceiling of $117M and 7450 positions is the minimum requirement
for 1977 to provide more rapid service to agencies as well as quality improvements in staffing

and other services. If held to the OMB ceiling of $109M in outlays, CSC would still request an
employment increase which could be financed through trust fund transfers and increased reimbursable
work., CSC feels that holding employment in 1977 Tevel with 1976 will result in less timely

service to agencies and in delaying quality improvements the Commission considers necessary.

OMB Recommendation: Between 1974 and 1976, CSC has had an average annual growth rate of 5.2% in
FTP's and 8.4% in total employment. In light of the anticipated stable level of federal employment
in 1977, we conclude that holding CSC to its 1976 employment level is not unduly onerous. While

- it will hold steady or slightly increase processing time in providing services to agencies, it

will not seriously impair the Commission's performance of its basic mission.

C-3



®

®

@

'
e

{5




TEN

FULL TIMZ PERMANENT PERSONNEL IN

INDERPENDENT

REGULATORY COMMISSIONS

Agency 1975 Actual 1976 Estimate 1977 Agency Request 1977 OMB Recommendation Change: 1976 to 1977 Recom.
NRC 2,006 2,339 2,750 2,529 + 190
4 S
FPC 1,320 1,398 1,717 1,517 + IiQ~
\‘-,
FCC 1,968 2,100 2,405 2,168 +‘\Q§\
Icce 2,051 2,135 2,356 2,112 - 23
- -
== CAB 720 758 836 778 +~ 20
. —
= FTC 1,569 1,634 1,792 1,664 +::g0
e SEC 1,935 2,023 2,370 2,080 +§ 7
cPsc 884 890 1,226 : 890 - - -
FMC 305 ° 316 375 316 -
CFTC 289 489 539 439 - 50
TOTAL 13,047 14,082 16,366 14,493 + 411
Growth in Agency Employment:

1975 to 1976

1976 to 1977 Ag. Reguest

1976 to 1977 OMB Rec.

+1,035 (7.9%).

+2,284 (16.2%)

+411 (2.9%)

1975 to 1977 OMB Rec.
+1,446 (11.1%)



summary of Other Requlatory Agencies
Budget Authority. and Total mployment

FY 75 Actual ‘ FY 76 Fstimate FY 77 OMB Recom. FY 77 - FY 75 Changes
Agency BA " Total BA Total BA Total BA Total
- mil. Employment {($ mil.) Employment ($ mil.) Employment ($ mil.) Employment
EPA:
Construction Grants 7,666.0 591 9,000.0 937 -0 937 -7,666.0 346
Operating Programs 850.0 9,627 771.0 9,628 730.0 9,628 - = 120.0 + 1
Total $8,516.0 10,218 9,771.0 . 10,565 $730.0 10,565 -7,786.0 + 347
FEA: . .
Regulatory 41.0 1,222 32,1 . 1,125 16.4 112 - 24.6 -1,110
Other . 89.0" 2,023 228.0 2,075 . 136.0 1,592 . + 47.0 - 431
Totél $ 130.0 . 3,245 B 260.1 3,200 $152.4 1,704%%* + 22.4 —1,541**
Agriculfure: . .

APHIS 421.0 14,734 366.0 14,769 387.0 14,679 ‘ - 34.0 - 55
Commerce: . . . L .

Patent Office : : 77.5 2,902 83.3 ', '2,882 . 83.2 - - 2,800 + 5.7 - 102
HEW: .

FDA 201.0 6,536 203.0 6,624 220.0 6,695 + 19.0 .. + 159
Interior: . .

MESA 68.0 2,973 80.0 3,123 82.0 3,183 + 14.0 + 210
Labof: . o

OSHA 102.0 1,987 116.0 2,171 109.3% 2,171 + 7.3 + 184

ESA 76.1 2,859 84.0 2,964 88.0 2,964 . + 11.9 + 105

LMSA 36.8 1,093 46.0 1,416 47.2 1,416 + 10.4 + 323
Transportation:

NHTSA 269.0 827 124.0 868 172.0 868 - 97.0 + 41
NLRB 62.5 2,425 67.8 2,664 75.4 2,901 + 12.9 + 476
EEQOC ‘ 55.1 2,161 63.0 2,434 65.8 2,448 + 10.7 + 287
NTSB 9.6 280 11.2 . 321 12.0 321 + 2.4 + 41

TOTAL %% $2,269.6 49,626 |$2,047.4 50,989 52,088.3 50,186 - $ 181.3 + 560

* Does not include $5.7% million transferred to Office of the Solicitor for OSHA related work.

** If President signs H.R. 7014, Regulatory Force will be increased to approximately 1161, and total employment to 2890.
*%% TIncludes only regulatory parts of FEA and EPA,
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INTERSTATE COMMERCE COMMISSION

Comments

million.

. Appeal at issue is 221 positions and $6.3

. Agency requested an increase of 221 pro-
gram positions for regulatory reform
activities and its four major economic
regulatory programs required by statute--
formal proceedings, financial oversight,
compliance and tariff examination. OMB
recommendation represents a reduction of
23 positions and extensive reprogramming
of existing resources directed to reform

activities. Agency appeals for original /4:ﬂ¥°R51
request of 221 positions since a reduction {Q' ‘@
of the magnitude proposed could not be ' (2 4
absorbed without seriously jeopardizing \% -;
recent progress, and such reductions would \f\‘“ﬂﬂ//
make it difficult to accomplish regula-
tory reforms desired by the President.
(See attached background paper.)
Budget Full-time
authority Outlays permanent
(In thousands of dollars) employment
1975 actual .......... 1 42,800 43,900 2,051
1976 current estimate -/ ..... 65,654 51,500 2,135
1976 OMB employment ceiling .. XXX XXX 2,135
Transition quarter current
estimate .........covuunn. 13,054 13,054 XXX
}g;; Sagncy requezt .......... 60,800 77,900 2,356
recommendation ...... 54,500 60,000 2,
Effect of OMB recommendation ' 0 L1z
on agency request .......... -6,300 -7,900 -244
1978 estimate ................ 54,500 60,000 2,112

1/ Bgdget authority reflects a one-timeéon1y $15 million subsidy for
directed rail service. Outlays are shown in 1977 and 1978.
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INTERSTATE COMMERCE COMMISSION

Background Paper

Agency Appeal

Agency believes that OMB's recommendation of a decrease of 23 positions rather than the 221 requested
is unacceptable based on the following rationale:

. Without the requested resources, recent progress will be seriously jeopardized, making it
difficult to accomplish the regulatory reforms desired by the President. Relatively
uncontrollable caseload, mandated by statute, and insufficient personnel will result in a
substantial and unmanageable increase in backlog.

. Agency argues that the reprogramming of personnel from its 1976 compliance base will seriously
inhibit its ability to provide consumer assistance (e.g., household goods complaints processing;
loss and damage claims; adequacy of service, etc.).

. Additional positions requested for the financial oversight function are necessary to obtain
timely and accurate financial data, implement the rail uniform system of accounts and permit
increased audit frequency.

. The tariff review program, particularly consumer-oriented tariff examination, will be seriously
inhibited without additional personnel in 1977 in view of increased volume and complexity of
tariff filings.

OMB Recommendation

OMB's recommendation of a decrease of 23 positions is based on extensive reprogramming of existing
positions presently allocated to the Rail Services Planning Office (RSPO), associated with Northeast
rail restructuring, which will terminate in 1976 and the compliance program,

. . The thrust of the recommendation is to provide resources for overview planning, economic analysis,
ﬁ} broadly applicable rulemaking and regulatory reform management segregated from the routine

o) processing of caseload. This recommendation is consistent with and supplements ICC's internal

[
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regulatory reform blue ribbon panel study. The personnel level recommended as applied to key
reform activities is expected to result in greater efficiencies that will begin to be felt in
1977. Due to the termination of RSPO, 52 positions have been reprogrammed and the remaining
23 have been deleted.

. No additional resources are recommended for routine case processing since increased workload

can be absorbed through normal productivity increases and planned ADP ‘applications. Efficiencies
from improved planning and rulemaking will also increase productivity.

. ICC will be completing an internal review of its comp]iance program by mid-1976. It is anticipated

that major gains in efficiency and effectiveness are possible in the program and that personnel
reductions are justified in 1977.

. The financial oversight and tariff examination programs are functioning reasonably effectively and

in view of budget restraint government-wide, OMB does not find that ICC's justification warrants
any increase in these areas.



Huterstate Commerce €Commission
Washington, B.C. 20423

OFFICE OF THE CHAIRMAN

November 14, 1975

Honorable James T. Lynn
Director

Officc of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Dear Mr. Lynn:

On November 10, 1975, the Office of Management and Budget (OMB)
notified the Commission that its Fiscal Year 1977 budget request had been
reduced from 2, 418 positions and $60, 987, 000 (adjusted to include $2.0 million
for pay raise) to 2, 174 positions and $52,676,000.

While the Commission fully appreciates the economic climate that
exists today and understands the need for reduced Federal expenditures, a
reduction of this magnitude cannot be absorbed by this agency without
seriously jeopardizing the progress made in recent years and making it all
but impossible to accomplish the regulatory reform desired by the President,
Congress, the public and the Commission itself. Because this budget cut will
most certainly have an adverse impact on all facets of surface transportation
regulation, the Commission has no alternative but to appeal strenuously this
proposed reduction.

Our appeal is on two levels. First, we are requesting the restoration
of all the positions and funds included in our original submission. Secondly,
if our appeal is denied, and OMB's recommendation is not changed, the
Commission is requesting an additional $3, 484,000 in both budget and outlay
authority to fund the approved position level, and is seeking relief from the

requirement that it obtain OMB approval to reprogram approved positions. /.

In addition, we are asking that a supplemental budget request for 30

positions and $780, 000 for Fiscal Year 1976 and 30 positions and $375, 000

for the transition quarter to establish an Office of Public Counsel be con-
sidered as part of the appeal process. The OMB recommendation includes

e .



James T. Lynn

the 30 positions for the Public Counsel beginning in Fiscal Year 1977. The
Commission believes that this important function should be staffed as soon as
possible. Our proposal is explained in detail in Enclosure 3.

Before getting to the specifics of our appeal for each of the program
areas, I believe it is important to reiterate that the Commission has always
done its utmost to operate at minimum resource levels. We take our financial
management responsibility seriously. Our budget estimates are carefully
thought out and our internal budget process is designed to purge unjustified
requests from our submissions. At first glance, our Fiscal Year 1977 request
appears to be quite high; however, it reflects the result of our inability in past
years to obtain the minimum staffing we deem absolutely necessary to perform
our statutory function and, in the Commission's estimation, it accurately portrays

the resources needed to operate a regulatory program that meets the President's
directives.

The following is a brief summary of the impact of the proposed budget
cuts in each program area. The details are shown in Enclosure 1.

Formal Proceedings - The reduction will result in a substantial
increase in the backlog of pending cases making it impossible for
the Commission to comply with the President's desire to reduce .
regulatory lag. Our program to apply cost/benefit analysis to y<tiry
Commission decisions will be delayed indefinitely. &

Compliance - The OMB allowance will necessitate a reduction e

in the level of sexvice now provided to the consumer and have an S

adverse effect on our nationwide program to increase the expeditious
and efficient use of the Nation's transportation resources.

Financial Oversight ~ The allowance will prevent the Commission
from obtaining accurate financial information in a timely way for use
in its decision-making process and delay the development and publi-
cation of a system of accounts for railroads.

3
Tariff Examination - The budget reduction will preclude the ex-
tension of the successful consumer-oriented tariff examination

program, thereby eliminating the opportunity to protect further the
consumer from discriminatory and unlawful rates.
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James T. Lynn

As noted earlier, should our appeal be denied and the OMB recommen-
dation become final, additional funding of $3, 484, 000 will be needed to operate at
the approved level. The specific requirements are listed on Enclosure 2. Briefly,
compensation and benefit costs for within-grade increases, the annualized cost of
the 55 new positions authorized in Fiscal Year 1976, rate increases for health
benefits contributions and FTS, and the continuation of our 5-year ADP plan, among
other things, will result in mandatory increases in excess of the funds provided in
the OMB recommendation. In total, the Commission estimates that a budget
authority of $56, 160,000 will be needed in 1977 instead of the $52, 676,000
recommended.

SLUC space costs present a particular problem. The SLUC estimate for
Fiscal Year 1976 (which is included in the 1976 base in Enclosure 2) is only
$2,835,000. That estimate was formulated at Fiscal Year 1975 rates as a con~
sequence of House action specifically limiting GSA to the old rates; concurrently
the House reduced our appropriation by $670, 000, the amount of the SLUC rate
increase being denied. In subsequent action, however, the limitation on GSA was
altered by Conference Committee to 90 percent of Fiscal Year 1976 SLUC bills
received. The effect of that change is to increase substantially the SLUC bills
expected from GSA. Based on actual bills received for the first two quarters of
Fiscal Year 1976, we expect to be billed about $3, 175, 000 for the full year. We
will be forced, therefore, to cover a deficit of $340,000. Moreover, GSA has
formally indicated that a rate increase of 7.5 percent will be in effect in Fiscal
Year 1977. Consequently, the Commission will need an additional $238, 000 to
fund the same space at the higher rates, unless OMB can obtain a binding letter
of agreement from GSA foregoing the planned rate increase in Fiscal Year 1977.

The Commission also notes that this year's recommendations included
detailed policy guidance on the programming of the positions approved by OMB,
and that OMB approval would be required to effect any changes. The Commission
strongly opposes this requirement as an unwarranted and unnecessary infringement
on our management prerogatives.

The Commission alone bears the responsibility for carrying out the

statutory requirements of the Interstate Commerce Act and related statutes, rules,
and regulations. With that responsibility must come the full authority
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James T. Lynn

to determine how available resources will be used to accomplish our mission.
The Commission believes that full responsibility and full authority must go
hand-in-hand for a successful operation.

We have always welcomed the advice and counsel of OMB. We value it
because it gives us an overall view of our operations that we might otherwise
overlook because of our daily involvement. We have no quarrel about con-
sidering OMB's viewpoint as one element in the development of our management
policy. It is wise to do so. But we must object to any attempt to make it a
controlling factor.

The Commission's job is to promote an efficient and effective surface
transportation industry through regulation. This is our only business. In our
estimation, this places us in the best position to make decisions on the use of
our resources. With all due respect to the staff, we submit that OMB does not
have the familiarity and depth of knowledge necessary to make these kinds of
judgments.,

A specific example is the recommendation'by OMB that our Compliance
Program be reduced by 30 positions below current levels and that these positions
be reprogrammed to higher priority programs, presumably the new Office of
Public Counsel. First, the Commission disagrees with the low priority assess-
ment OMB places on this program. We experience first hand on a daily basis
the complaints and requests for assistance from the public. We know the adverse
public reaction that would result if we were to curtail or eliminate these services.
Yet, if the OMB allowance is permitted to stand, this would occur. Another
practical problem with implementing OMB's proposal is that the skills required
in different programs are not interchangeable. Thus, the Commission could
only accomplish the reprogramming by attrition, which would weaken both programs,
or by a complete conversion at one time which would no doubt require a reduction
in force. Finally, the OMB recommendations would lock us into a staffing con-
figuration that would not be effective until October 1, 1976. It is not unreasonable
to assume that conditions in the industry will have changed by that time which in
turn will require adjustments in how we assign our staff. The flexibility required
to do the job on a day-to-day basis would be severely affected if all reprogramming
has to be cleared in advance by OMB. -



James T, Lynn

The Commission believes that OMB should refrain from direct inter-
vention in management decisions that rightly belong to an agency, and limit
its oversight functions to the results that are achieved. Thus far, I have
been unable to discover any specific statutory authority for such direct inter-
vention. If such authority does indeed exist, I request that the Commission
be relieved of the requirement to clear position adjusttments with OMB.

I ask for your personal consideration of this matter.

incerely yours,

Enclosures (3)



Enclosure 1

FORMAL PROCEEDINGS

This program encompasses the operation involved in deciding all formal and
certain informal proceedings filed with the Commission. It includes granting operat-
ing authorities, regulating rates and deciding financial matters. It also involves pro-
viding the necessary economic, cost and financial data used in the decision-making process
and administrative and management support. The decision to make drastic reductions in
this area will severely hamper the Commission's efforts in meeting President Ford's
request for improvements in regulatory practices.

2 volume of casework associated with this program has beeu a source of con-
tinuing concern. To reduce the number of positions will lead to an unmanageable in-
crease in the backlog of formal cases. In the Operating Rights area alone, 6,562 cases
were pending at the end of Fiscal Year 1975; it is estimated that the number of cases
pending in Fiscal Year 1976 will be 6,962; and with no increase in positions for Fiscal
Year 1977, the number of formal cases pending will grow to approximately 7,322.

Tiie Commission has establisked a policy of giviug all ruleraakiag proceadiag:
expeditious consideration and handling, as well as defining the time limits for each
processing stage of all casework. In order for the time limits to be truly effective,
the caseload assigned to each staff member must be reduced to a workable level. With-
out the additional resources the Commission cannot attack effectively the regulatory lag

problem.

Increased demands have been made on our Environmental Staff during the past

fiscal year.. Our preseht Staff made considerable progress in reducing the vast case
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backlog which had accumulated subsequent to the Harlem Valley decision; however,

with no additional staff we will not be able to reduce the large number of pending rail
abandonment and construction applications, rate cases and rulemaking proceedings,
and our anticipated ability to maintain the pending caseload at a manageable level

will be irreparably damaged. Yet we are required by Supreme Court decision to con-
sider environmental quesﬁons in all proceedings.

During the course of evaluating each cese, Commission decisien-makers must
rely heavily on information and statistics provided by several Commission organi-
zations. This support involves cost, financial and economic data, and computer
assistance. Cost formula development and analyses provide vital information in the
decision-making process for formal proceedings. Without all the additional resources
requested, our efforts will be hampered severely to develop sophisticated analyses
programs and to analyze the cost data collected within a reasonable timeframe. The
Commission's efforts to include cost/benefit analysis m its decision-making as re-
quested by the President, will be indefinitely delayed.

For the past two years, the Commission has expanded its use of computer
technology in the proceedings program. Without all the additional positions for our
computer assistance program we will not be able to automate many of the tasks in
the proceedings process, or to provide better manegement information and sophis-
ticated computer programs to support our cost data development and analysis work.

Waybill Program - The Commission strongly urges that the resources requested

to return process"ing of the rail carload waybill sample to ICC control be restored to

the Fiscal Year 1977 budget. A reliable, timely information base on the flow and
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other basic characteristics of railroad traffic is indispensable to the effective resolution
of regulatory 1ssues by the Commission. Under the Department of Transportation's
7-year administration of the waybill sample, however, there have been lengthy delays
in obtaining necessary data. Even when available, much of the information has been of
limited use and questionable reliability. These probl>ms have been amply demonstrated

in Ex Parte No. 270, Investigation of the Railroad Freight Rate Structure, and similar

cases where sound and timely data were required. Despite DOT's past and present
claims of efforts to improve the sample, our experience provides no basis for confidence.

"More specifically, under DOT administration there has been a lack of control of
waybills after they are received. ‘An ICC check of the computer tape received from DOT
indicated that 5,000 records apparently were missing. After repeated ICC requests, DOT
submitted fewer than 1,350 of the missing records, with the rest unaccounted for‘.

A comparison of waybill receipts with freight commodity statistics shows that
a serious waybill receipt deficiency haé developed and is getting progressively worse.
Under ICC administration, waybill receipis were about 95 percent of carload tesminations
reported in the freight commodity statistics. DOT was off 12 percent in 1972, 13 percent
in 1973, and may be off nearly 22 percent in 1974. Deficiencies of such magnitude render
the sample virtually useless.

There also has been an unacceptable number of blank items for key characteristics
in the 1972 and 1973 waybill file computer tapes. The table below indicates the extent of

the larger gaps:



Number of Records

1973 1972
Total 212,751 207,752
Miles missing 4,948 - - 625
Type of car rhissing ‘ 3,288 5,382

The absence of these records greatly reduces the sample's usefulness and
reliability.

Finally, the Commission's budget estimates specifically recognize the need to
overhaul the waybill program to reconcile it with tne state of the art in railroad
operations, billing and rating practices,and computer technology and sampling
techniques. Since the sample is being collected under ICC order and is intended to
satisfy identified regulatory needs, asdistinguished from the more generalized or
summary needs of DOT's freight flow program, we believe that control of the redesigned‘

- program should be vested with the Commission.
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The decision to make such drastic reductions in the Compliance Prog;ﬁmﬂ-"’.‘
(30 positions below the current authorization) undbubtedly stems from the Pres-
ident's emphasis on the overall reduction of Federal expenditures. Clearly, the
implication here is the elimination of all superfluous government spending and a
reduction in those areas having little direct impact on the Nation. However, cer-
tain budget reductions, such as those m the Compliance Program, definitely will
not aid in achieving these goals, nor will they assist in carrying out the President's
desire for overall increased responsiveness to consumer interests. As recently |
as July, 1975, President Ford expressed his personal concern that too little pro-
gress was being made in the area of regulatory reform. Specifically, he rﬁentioned
that greater attention must be paid to the consumer. Apparently, by this budget
reduction, the Office of Management and Budget has placed a relatively low priority
on the Compliance Program. With that assessment, we must respectfully disagree
because consumer assistance is fundamental to the entire program. For example,
a vast amount of resources are directly involved in such areas of consumer concern
as household goods and the adequacy of rail and motor bus service. In fact, over
11, 000 household goods complaints were handled during Fiscal Year 1975 alone.
Therefore, a reduction in this program will have a direful impact upon our efforts
to comply with the desires of the President._,

The Commission's Compliance Program is conducted primarily by the Bureaus
of Operations and Enforcement. Specific activities include: (1) Receiving and pro- \

cessing temporary authority applications and evaluating all carrier applications for

operaxing. authority; (2) issuing and administering rules and regulations governing
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carrier operations; (3) inspecting carrier operations and records; (4) enforcing
criminal and civil provisions of the Interstate Commerce Act and related Acts;
and, (3) assisting the public to achieve just and prompt settlement of complaints
about carrier operations. This mammoth undertaking is assigned to a field staff
strategically placed in major cities throughout the country backed by a supporting
departmental staff in Washington, D. C. ' Information gained from thig regulatory
overview is used to determine the adequacy of carrier service with respect to
consumer requirements for safe, dependable, economical, and fair transportation
of both persons and goods.

Recently, the Commission's Compliance Program has been strengthened
and redirected toward providing even greater assistance to both the individual
consumer and the shipping public, particularly in view of such occurrences as
the bankruptcy of the REA Express Company. Assistance in such pi‘oblem areas
as household goods, small shipments, loss and damage claims and adequacy of
service has received high priority within the Commission. Moreover, our re-
sponsiveness to consumer interests and efforts in these areas have received favor-
able recognition by Virginia Knauer, Special Assistant to the President for Consumer
Affairs. Therefore, it is imperative that the Commission not only be permitted to
maintain the present level of consumer assistance, but that it be allowed to coﬁ—
tinue developing a stronger consumer-oriented Compliance Program.

Furthermore, the effectiveness of the Compliance Program has and will con-
tinue to have a direct impact upon the expeditious and efficient transportation of

the Nation's resources. For example, the United States has recently signed a
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multi-year grain sale agreeﬁent with the Soviet Union. Based on prior experience,
the Commission can ill afford to weaken its ability to respond 1"apidly to another
shortage of freight cars.

Similarly, the Nation's energy situation dictates an even greater use of
domestic fuels and a lesser dependence on imported fuels. The use of coal will
continue to play an ever-increasing role in the over-all energy picture. The
Commission is responsible for insuring adequate and economical transportation
service and in view of an‘ increasing'demand for coal, it is essential that
sufficient staffing be provided to carry out this responsibility, particularly as
it relates to the shipment of energy resources.

The Office of Management and Budget's decision to reduce the Compliance
Program even below the Fiscal Year 1976 level will severely hinder the Commission's
efforts toward promoting safe, adequate, and economical transportation service.
Also, a reduction of this magnitude definitely will have a deleterious impact upon
<he Commission's responsiveness to consumar intereéts as mandated by the

President.
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The functions of this program include formulating and policing a uniform
system of accounts, compiling financial statistics, operating the Commission's
Early Warning System, ovérseeing financial disclosures by regulated carriers and
conducting audits of carriers’ financial records.

The Early Warning System was established several years ago to keep the
Commission apprised of the financial condition of railroads. Last year, the system
was expanded to provide information on the 100 largest motor carriers. Positions
were provided in the 1976 budget to design a step-by-step analysis procedure and
establish the criteria for determining the financial rating of a carrier. Without
additional positions in 1977, it will not be possible adequately to maintain and update
the system and make in-depth analyses of carriers in financial distress.

Congress recently has expressed growing concern about the need for a new
uniform system of accounts for railroads. Legislation has been introduced tﬁat
would require the Commission to develop such a system within a2 relatively short
timeframe. The Commission also recognizes this need as a top priority in the
accounting area. A system must be established that will integrate financial and
cost data concepts and identify revenues and costs associated with branch lines.

The Commission's work will not stop with the publication of the system. Once
established, staff will be required to conduét a series of seminars to assist the
railroads in converting from their old systems, provide interpretations of individual

transactions and modify the text of the system to achieve universal understanding.
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The new system will require an almost total revision of the computer program used
to balance and cross—check the data. The lack of additional positions, however, will
prevent the Commission from responding to the growing recognition in Congress and
elséwheré that such a system is needed.

The Commission has been dissatisfied with the delay in getting financial
information from audits of carriers' financial records. The goal is to audit annually,
rather than every two years, all rail carriers with annual revenues of $25 million or
more and general-commodity motor carriers' with annual revenues exceeding $3 million.
The auditing workload also has been increased by the addition of rate bureaus to the
audit list, the need for special audits of carriers in financial distress, and the require-
ment for auditing rail carriers involved in a directed service order. Without additional
positions for Financial Oversight, the Commission will be unable to eliminate delays
in obtaining the kind of information which is needed to facilitate efficient surface

transportation nationwide.



TARIFF EXAMINATION

The Tariff Examination Program encompasses four activities: (1) Exam-
ining and reviewing tariff and schedule publications; (2) providing formal and
informal‘interpretations of tariff provisions; (3) instituting suspension action
where warranted; and, (4) providing rate and tariff relief from provisions of»the
Interstate Commerce Act and Commission regulations. Of these functional areas,
the one requiring the greatest emphasis and resources is the examination and
review of tariff publications. Without additional resources, the Commission will
be unable to enlarge its consumer-oriented review program to detect hidden
charges and discriminé.tory or other wise unlawful rates that might escape dis-
covery during routine examination. It also will be uﬁable to provide protection and
assistance for shippers and consumers, especially the small or unsophisticated
ones who lack the sources needed to obtain administrative or judicial relief. Not
incidently, any deficiencies occurring in this program as a result of inadequate
staffing will increase the Commission's overall workload by requiring more
numerous interpretations and suspension actions.

The objectives of the examining and review functions are to insure that tariff
publications filed by the regulated transportation industry comply with the law and
the Commission's regulations and orders, and that tariff provisions are reasonable,

4
just, and nondiscriminatory in light of the carrier's intrinsic obligation to serve
the general public. These objectives are accomplished by the physical examina-

tion of tariffs and the questioning, rejection, or suspension of those provisions

deemed against the law or the public interest.
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The Commission expects to receive about 360, 000 separate publications
in 1977. The tremendous volume of publications, coupied with their growing
complexity, makes it impossible to check each one in detail. Therefore, the
Commission's examination efforts have been divided into two distinct types of
analyses. The first consists of checking all publications for certain key points
to insure conformity with Commission regulations and orders with respect to
such things as format, legibility, and effective dates. The second involves sub-
jecting a portion of the tariffs to a more complete review for unlawfﬁl, unreasonable,
or ambiguous provisions that would adversely affect shippers or the public.

The level of authorized personnel directly affects the quality and magnitude
of these efforts. For example, in Fiscal Year 1975, a reduction in filings enabled
the Commission to expand its consumer-oriented review program without an in-
crease in staff. During .that year, about 40 percent of the tariffs were earmarked
for an in-depth review and 30 percent of all tariffs filed were given a complete
examination. The complete examination surfaced hidden charges and discriminatory
rates that otherwise would have gone unnoticed, ard which would have dispropor-
tionately penalized small shippers and consumers.

The goal of the program is to examine all of the preselected tariff filings
and a greater share of all tariffs submitted. This will be more difficult to achieve
in 1977 because the inflationary conditions in our economy are expected to pre-
cipitate an increased number of filings containing general and emergency sur-
charge rate increases for all modes of surface transportation. Without increased
staffing, the Commission cannot hope to perform at the level which it feels the public

deserves.
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Enclosure 2

COMPARISON OF INTERSTATE COMMERCE COMMISSION
SALARIES AND EXPENSES REQUIREMENTS WITH OMB
RECOMMENDATIONS FOR FISCAL YEAR 1977

Amount required for Salaries
and Expenses based on OMB
allocations and ICC projectionsS seevececcvececscscssonas $ 56,160,000

Amoun: recommended by OMB ...ccveveenen “eeseseacsene 9 52,67€,000

Deficiency in funding..ceeceeeeecesceseacccssscsssncssnns $ 3,484,000



INTERSTATE COMMERCE COMMISSION
SALARIES AND EXPENSE REQUIREMENTS

FOR FISCAL YEAR 1977

BASED ON OMB ALLOCATION OF POSITIONS

SUMMARY

FY 1976 Base

Pay raise

FY 1976 Revised base

Mandatory Additions in 1977:

1.
2.
3.

[
— O D 0 NGy U

—

Cost of within-grade salary advancements
Benefits related to item 1

Compensation on an annual basis for
additional 55 positions authorized in 1976
Benefits related to item 3

Travel costs related to item 3

Other objects related to item 3

Projected SLUC increase in FY 1976

GSA FY 1977 SLUC 7.5% rate increase
Other objects mandatory rate increases

. ADPE annualization
. ADPE procurement

Miscellaneous other objects

. Pay raise -annualization
. Health benefits contribution
. Less: One day's pay

New Position Increases in 1977:

Ul b O N~
*« ¢ 8 =&

Public Counsel4/
Other new positions
Compliance reduction
Proceedings reduction
RSPO reduction Y

Addidonal Program Requirements in 1977:

1.
2.
3.

Travel
Training
Other objects

549, 630, 000/
1,500, 090

391,000
45,000

441,000
41,000
15,000

9,000

340,000

238,000
40,000

169, 000

489, 000

157,000

500, 000

187,000

( 154,000)

1,500, 000
1,194,000
( 546,000)
(103, 000)

(1,100,000)

100, 000
123, 000
954, 000

1/ Reduction of $300,000 by Conference Committee is included

in FY 76 Base per OMB instruction.

2/ See details in Enclosure 3,
3/ Represents only six months' funding.

$2,908, 000

945, 000

1,177,000

$51, 130, 000

$5, 030, 000
$56, 160, 000



Office of Public Counsel (Activity 1)

The Interstate Commerce Commission has the statutory responsibility to

regulate the surface tranSportation industry in the public interest and make every

effort to assure that the public is informed of and represented in its proceedings.

The Office of Public Counsel would be estahlished as part of the Commission's efforts

to carry out that responsibility. In any proceeding, the Public Counsel will be

responsible for assisting in the development of the record in the Commission's effort

to determine the public interest with regard to the Interstate Commerce Act and

related statutes. -

The following table shows the estimated obligations for Fiscal Year 1976, the

transition period and Fiscal Year 1977 (dollars are in thousands):

Positions
Average employment
Personnel compensation
Personnel benefits
Travel
Transportation
Rent, communications, & utilities
Printing & reproduction
Other services
Supplies & materials
Equipment

TOTAL »

FY
1976
30
15.0

$ 322
32

45

1

55

20

270

10

25

$ 780

30
28.8
$ 161
16

22

27
10
135

$ 375

$ 1,500

Note: For comparability purposes, the personnel compensation figures do not
reflect the increased salary rates effective on October 12, 1975. The pay
increase needs for this Office are included in the pay raise amounts

recommended by OMB.



Bac kground

The concept of a public counsel is not new at the Commission. As early as
1903, the Commission used a public counsel in the interest of fully developing
the issues in its investigations. The most celebrated use of a public counsel was
in 1914 when the Commission ¢ontracted with Louis Brandeis to serve as special

counsel in the so-called Five Percent Case, 31 ICC 351 (1914), to insure a complete

record inthat case. No serious consideration was given to institutionalizing this
concept on a full-time basis until the period from 1961 through 1964 when the
Commission unsuccessfully sought funds in its annual budget to establish an economic

counsel. The concept was revived in 1973, whern the Commission appointed a special

projects counsel to represent the public in Ex Parte No. 270, Investigation of the

Railroad Freight Rate Structure, and related proceedings under arrangements

similar to those with Justice Brandeis. The idea of a public counsel was extended
further in 1974 when Congress established an Office of the Public Counsel in the
Commission's Rail Services Planning Office (RSPO) as part of the Regional Rail Re-
organization Act of 1973 to ass’st the public in th= dzvelopm.ent of a plaa toc re-
structure the railroads in the Northeast.

In July, 1975, President Ford met with the heads of a number of agencies
calling on them to effect improvements in their jurisdictional areas. One of the four
specific areas the President mentioned in terms of improvement was better re-
sponsiveness to the needs of consumers. Establishment of the Office of Public
Counsel would represent an important step in the Commission’'s efforts to comply with

the desires of the President. Congress has also demonstrated considerable interest
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and support. The Subcommittee on Surface Transportation of. the Senate Committee
on Commerce has been considering the possibility of providing for establishment of a
Public Counsel within the Commission as 'pai't of the "Rail Services Act of 1975"

(S. 2265). .On November 5, 1975, the House adopted an amendment to H. R. 9802,
"The Railroad Revitalization and Regulatory Reform Act of 1975, which provides for
the establishment of an Office of Public Counsel within the Commission within 60 days
of enactment. Finally, within the Commission itself, a Blue Ribbon Panel of highly
qualified staff members constituted to recommend internal regulatory irﬁprovements
independently proposed that the Public Counsel functions be established on a permanent
basis. After additional study and deliberation, a majority of the Commission, on
October 30, 1975; voted to approve the creation of an Office of Public Counsel.

In recent years, a great deal of skepticism has developed regarding the
Government's concern for the protection of the public interest. While reasonable
people can debate thé degree of this concern, there is no denying that all agencies of
the Federal Government can benefit from a reexamination of their performance in this
area. Clearly, the President and Members of Congress helieve the time has come to
reemphasize the need for Federal agencies to be more aware of the public’s needs in
the performance of their functions.

The Commission has always recognized and been sensitive to its responsibility
to protect the public interest. It was created for this purpose in 1887 and believes it
to be its prime function today. But the recent successful experience with the public
counsel approach to insure a full record in Ex Parte No. 270 and related proceedings
and to assist the public in developing a plan for the restructuring of the railroads in

the Northeast has shown that a strong system can be made even stronger. A
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In order to respond effectively to the direction provided by the President,
Congress and the public itself, the Commission is requesting that additional resources
be provided to fund its operations in Fiscal Year 1976, the transition quarter and
Fiscal Year 1977 for this specific purpose.

Staffing Requirements - The Public Counsel has the discretion to participate as

a party or to intervene in any adjudicative dr rulemaking proceeding before the Cbmmission
where, in the judgment of the Public Counsel, its input may be of assistance to the
Commission in determining the public interest., The Commission on its own initiative

can also direct the Office to participate as a party. In addition, the Public Counsel

can petition the Commission to institute a proceeding at such. times and in such mamner

as is appropriate under the Commission's rules. The Office is afforded all the rights

and is bound by all the obligations applicable to other parties and their counsel.

As a participant, the Public Counsel is responsible for assisting in the develop-
ment of the record by assuring that it contains all relevant and material information
needed fo;‘ the Commission to reach an informed result consistent with the. public interest.
In this respect, the term public interest is broadly defined to include the interests of
carriers, shippers, labor, consumers and the pﬁblic in general. It embraces the full
social, economic and governmental impact of Commission deliberations, Participation by
Public Counsel would include, but not.be limited to, consideration of such issues as
adequate common carfier services at reasonable and compensatory prices, effective
competition, environmental and energy considerations, employee protection in merger

proceedings, and the rational allocation of transportation resources.
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To fulfill its responsibilities, the Office would: (1) present, subpoena,
examine and cross-examine witnesses and introduce other documentary evidence;

(2) negotiate and enter into stipulations regarding procedures and evidence; (3) de-
lineate, develop and refine issues at various stages of a proceeding, including a pre-
hearing conference; (4) facilitate the handling of procedural and other matters on pro-
ceedings; and, (5) take such other actions.as a party consistent with the public interest
and within the authority and jurisdiction of the Commission.

The Public Counsel will also provide assistance to those lacking the rescurces
or expertise to develop and present their position on an issue. Those benefitting from
such assistance could include individuals, consumer groups and local governments. The
Public Counsel would also consult and cooperate with others representing the public in
particular proceedings.

The Commission has been emphasizing- the use of rulemaking proceedings as
a regulatory device and plans to continue to do so in the future. As a result, a large
number of these investigations are now in progress and a significant number of new pro-
ceedings can be expected to be instituted in the future. Since i;hese proceedings invariably
encompass critical transportation issues involving Commission regulations and carrier
rates, practices, finance and operating rights, there is an extremely wide area of
potential workload for the Public Counsel. In order to accomplish its objectives, a staff
of sufficient size with broad-based skills must be provided to assure the capacity to enter
any proceeding.

In view of the potentially broad scope of Public Counsel activities, the Commission

believes that 30 additional positions will be needed to fulfill the minimum needs for the
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Public Counsel. The staff would include personnel with the skills necessary to
research and develop data (investigators, auditors, tariff specialists); personnel
experienced in data analysis (economists, cost and financial analysts); attorneys

to participate in the proceedings and provide consumer assistance; and the necessary
clerical support. In addition, sufficient reéources must be provided to enable the
Public Counsel to contract with experts, Mc.ﬁonsultants, attorneys and others to augment
the staff when necessary. To provide further support, the Commission has authorized
the Chairman to provide assistance and services from other Commission organizations
to this Office upon request, having due regard to their existing workload.

The Commission believes that the staffing level of the new Office can best be
determined by relating it to two similar, though not identical, existing operations;
namely, the Special Projects Staff and the Section 6f the Public Counsel in the Rail
Services Planning Office (.RSPO). These two organizations perform somewhat com -
parable functions with respect to Ex Parte Nos. 270 and 271 and the restructuring of
the railroads in the Northeast, respectively. However, no transfer of positions from
the Rail Services Planning Office is contemplated to satisfy position needs in the new
Office. While it is possible that certain staff members could be reassigned if RSPO
is phased out, the position requirements in this estimate are in addition to those
already included in the Commission's briginal request for Fiscal Years 1976 and 1977.
Similarly, the resource needs of the Special Projects Staff, which is associated with
Ex Parte Sos. 270 and 271, are clearly established through Fiscal Year 1977. There
is no possibility of diverting positions from this Staff into the new organization nor of

combining the organizations at this time.

-6 - N



QOther Objects

Travel - Because of the nationwide scope of this program, the travel needs
are relatively high for a staff of this size. Estimates are based upon the require-
ment that the Office participate in proceedings in all parts of the country and visit
the specific geographical area affected to inspect the conditions and to develop and
compile data for evidence. |

Other Services - These estimates reflect the need to use experts, consultants,

and attorneys to properly develop and present the evidence in Commission proceedings
in the public's interest. It is envisioned that extensive contract support of this
nature will beneeded in such diverse areas as data gathering, environmental assess-
ments, economic analyses, and depreciation and property valuations. Moreover, ex-
perience with Ex Parte Nos. 270 and 271 has shown that heavy computer support ﬁll
be required in compiling and analyzing the vast amounts of data collected. The
estimates for other services include the necessary resources for outside contract
assistance in the ADP area.

Other Costs - Estimates for other requirements such as space rental, tele-
phones, mail, printing, supplies and equipment have been estimated at le\?els normally

associated with new organizations.
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CIVIL AERONAUTICS BOARD

Comments

. Appeal at issue is 58 positions and
$600,000.

. Agency requested an increase of 78 posi-
tions to carry out two basic objectives
related to facilitating a faster and more
effective regulatory response - expedite
decisionmaking and regulatory reform; and
keep abreast of a materially increasing work-
load as mandated by the Federal Aviation Act.
OMB recommendation would increase employment
by 20 positions compared to 1976 levels and
provide appropriate increased budget author-
ity. Agency appeals for its original re-
quest on the grounds that management
efficiencies are exhausted and the benefits
of reforms presently initiated will be lost
without additional personnel. (see
attached background paper.)

‘Budget Y 1 Full-time
authority Outlays Y permanent
(In thousands of dollars) employment

1975 actual ........ Ceeeteeeanees 85,204 80,884 720
1976 current estimate ........... 80,451 91,581 758
1976 OMB employment ceiling ..... XXX XXX 758
Transition quarter current
estimate ......coivivirininnn 20,066 23,057 XXX
1977 agency request ............. 102,300 95,200 836
1977 OMB recommendation ......... 101,400 94,300 778
Effect of OMB recommendation
on agency request ............. -900 -900 -58

1978 estimate ........ccviieiinn, 101,400 94,300 778

1/ Agency totals include subsidy payments to air carriers over which
there is little control. (1976 budget authority $60,695 thousand; outlays
$71,883 thousand: 1977 budget authority $80,007 thousand; outlays $72,967



CIVIL AERONAUTICS BOARD

Background Paper

Agency Appeal

OMB recommendation of 20 additional positions over 1976 is unacceptable to the agency for the
following reasons:

. The present investment of resources for regulatory reform (e.g., experimental deregu-
lation; advisory commission on procedural reform; and reevaluation of service to small
communities and the criteria for subsidy payments) cannot be taken advantage of with
the present personnel level. Orderly implementation of reform in compliance with the
administrative process will require 78 additional positions in 1977.

. Extreme fiscal restraint in prior years has exhausted management prerogatives. The
budget request therefore reflects a careful internal analysis of manpower needs and
incorporates the President's desire to hold the line on government spending.

. Orderly development of a systematic approach to improving our airlines' regulatory
system will require additional resources for transition,

. Should the Board's request for full restoration not be granted, "the Board will have
no choice but to sacrifice its regulatory reform and expedited decision-making program
on the altar of budgetary stringency because (the Board) will be limited in carrying
out (its) basic responsibilities as mandated by the Federal Aviation Act."

OMB Recommendation

Given that decisioris have been made to permit increased em ' i '

. ployment in other independent
regu]qtory agencies, OMB recommends an {ncrease of 20 positions for 1977. The rzcommendation
also 1nc1u@e§ the reprogramming of 12 positions from existing support functions to priority
- reform activities based on the following considerations:



. CAB will have completed the bulk of its internal reform planning in 1976 with 1975 employment
levels. Since the continuing resolution under which the CAB is presently funded has to date
effectively precluded hiring additional personnel authorized for 1976, these positions will
be available to the CAB to begin implementation of reform plans.

. The addition of 20 positions in 1977 is necessary to implement reform initiatives through the
administrative process. The Chairman's use of task force management will maximize the
effectiveness of these resources.

. The 1977 recommendation provides $300 thousand for outside contracts dedicated to regulatory
reform.

. On balance, OMB has concluded that the addition of 20 positions for 1977 combined with pro-
ductivity improvements and management initiatives is sufficient to continue and accelerate
reform and process mandated caseload.
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INREPLY REFER TO: B~]1-~]17
Honorable James T. Lynn
Director
The Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Lynn:

This appeal letter is in response to advice received by telephone
from your staff on November 10, 1975, allowing $20,662,000, including
pay raise costs, for the Civil Aeronautics Board's Salaries and Expenses
and $80,007,000 for Payments to Air Carriers budget authority. The
amount for Salaries and Expenses provides for no new positions in
fiscal 1977 and, moreover, is insufficient to finance the Board's
staffing at the current year level. The amount for Payments to Air
Carriers is what we requested and should meet our fiscal 1977 needs.

We are aware of President Ford's desire to hold the line on
Government spending and we share that goal. However, our budget
request already incorporated this philosophy, and your Salaries and
Expense allowance falls $499,000 short of covering the increased costs
associated with maintaining our current authorized staff level of 758
positions. If the inadequate OMB allowance stands, we will be unable to
meet essential and uncontrollable personnel compensation and benefits,
and other cost increases such as penalty mail, GSA standard level user
charges for office space, GPO estimates for supplies and materials, ADP
rental and maintenance, and mandatory increases in health benefits.
Without a restoration of our original request, we will have to reduce
about 25 man-years below current levels. Also, we do not believe we
will be able to fund necessary analytical contract work from academic
and private sectors at the $300,000 level to pursue an active and
flexible program for designing and testing needed regulatory and
procedural reform proposals.

Also, the currently proposed funding level fails to account for
the historic facts that for fiscal 1975, the Board did not request any
additional positions. Increased workload and special projects were
handled by the existing staff. Management actions such as streamlined
work procedures, ADP applications, and internal shifts of manpower
enabled the Board to perform Congressionally assigned tasks. However,
extreme fiscal restraint in prior years has exhausted many of the
management prerogatives that can result in significant savings for
the American taxpayer. L T
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The times have changed and we need people to do the job that needs
to be done during a new economic era. The development of new experimental
reform programs, the analysis that could lead to administrative improve-
ments in how we do the public's business, and the creation of responsible,
innovative public policy all take human resources. As one who has
served in two major departments, you are well aware of the tremendous
difficulties which exist in bringing about change. This is especially
true when these vitally needed changes must be undertaken while we sustain
our regular programs, as we are required to do by Congressional mandate.
Even if our currently authorized 758 positions were sufficient to carry
out our regular business, which is not the case--~falling 78 positions
short of the Board's needs--our computations show that to finance
those 758 positions, fully meet the increased costs of doing business
in fiscal 1977, and contract for outside analytical work, the Board
needs $21,161,000, or $499,000 more than your staff has allowed (see
enclosed tables).

The results of a careful intermal analysis of our manpower needs,
which I inaugurated when I became Chairman six and one-half months ago,
required me to reallocate the 40 new positions we had received for
fiscal 1976 to our five basic regulatory programs. This was necessary
to achieve an acceleration in the pace of our decision-making, an
undertaking clearly consistent with President Ford's objectives, and to
provide an increased analytical capability in the operating bureaus.
This reallocation seriously cut back our enforcement effort, and 21
of the 78 new positions would go toward that essential effort.

In preparing our fiscal 1977 budget submission, the Board committed
itself further to carrying out two basic objectives, both of which
revolve around a faster, more effective regulatory response, and both
of which are in concert with the Administration's views on improving
regulatory performance. These are: (1) expedited decision-making and
regulatory reform; and (2) keeping pace with a materially increasing
current and anticipated workload as mandated by the Federal Aviation Act,
as amended. :

The detrimental effects to the accomplishment of these goals
resulting from the OMB disallowances are staggering. Twenty-nine
of the 78 new positions requested would actually be involved in this
effort (see enclosure). Not only will our new initiatives regarding
regulatory reform be stillborn, but the regulatory lag condemned by
President Ford will, in fact, increase. We have just begun setting
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the stage for expediting the Board's increasing workload by re-allocating
manpower among the various Board programs, initiating a series of
studies, and establishing an advisory committee to review our administra-
tive practices. The Board, in fiscal 1977, will stand on the threshold
of reaping the dividends from this carefully-thought-through investment.
We will not be able to take advantage of this investment with the cut

to our fiscal 1977 estimates.

If the OMB cuts are permitted to become the figures in the President's
budget, the Board's only course of action will be to absorb expenses
beyond our control to the point where we will have to reduce our current
staffing level by 25 man-years. In effect, the OMB action substantially
cancels out the Congressionally approved increase of 40 new positions
for fiscal 1976.

When I undertook the job as Chairman of the CAB, I considered this
my opportunity to design a new forward-looking experimental program
crafted to surface systematically the right questions and, hopefully,
effective solutions to the problem of striking the proper balance in the
relationship between regulators, the industries regulated, and the
public which we all serve. This is not a self-proclaimed crusade, but
is directly responsive to the expressed views of the Administration and
the Congress.

Apparently, those wielding the budgetary meat-axe have never
undertaken the job of trying to effect responsible modernization in
a regulatory agency at a time when the vital industry we are charged
with regulating is undergoing severe economic hardships.

I should also like to underscore the simple reality that transi-
tions are tough. Our estimates for fiscal 1977 do not reflect the impact
of the Administration's legislative regulatory reform proposal which,
if enacted, we believe would require additional resources, as transitions
always do. ' '

Hopefully, your broad personal experience at Housing and Urban
Development and the Department of Commerce has given you an expanded
perspective so that you can appreciate the problems we face. However,
should you support the unconscionable decision of your staff, we would
appreciate a detailed explanation, in writing, as to where your staff
believes the cuts should be made and a rationale for OMB's failure to
agree with the increases requested. In addition, we are obliged to
advise you that, if asked, we would provide all pertinent data of the
budget process to our appropriation subcommittees.
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Moreover, these unconscionable cuts so undermine the program which
we have begun, a program which is so consistent with the President's
overall objectives, that, if there is no restoration of our original
request, I request the opportunity to present our case to you and
Paul O0'Neill personally, and, if necessary, to the President himself.

We are enclosing an analysis of the devastating effect this
disallowance would have on our forward-looking program for expedited
decision-making and regulatory reform. We apologize for not giving
you greater detail, but this is about the best we can do in the short
time we were given to prepare our appeal.

In summary, the Board respectfully requests that you give further
consideration to our 1977 budget requirements and restore the full
amount of our requests for a total of 836 positions and $22,396,000
for Salaries and Expenses, including pay raise costs. Otherwise, the
Board will have no choice but to sacrifice its regulatory reform and
expedited decision-making program on the altar of budgetary stringency
because we will be limited in carrying out our basic responsibilities as
mandated by the Federal Aviation Act.

Unfortunately, the disallowance will prohibit the orderly
development of a systematic approach to improving our regulatory system
as called for by President Ford at his July 10th meeting with the
Commissioners of the independent regulatory agencies. 1 would deeply
regret such a result, but your disallowances, coupled with our existing
legislative responsibilities gives us no alternative.

We would truly lament this result not only for ourselves, but for
the President's program, of which we consider our activities a vital
part, and ultimately for the American public who deserve our best efforts.
For the lack of an adequate budget and 78 new positions, these efforts
will be strangled.

John E.}Robson

Enclosures



CIVIL AERONAUTICS BOARD
Salaries and Expenses Appropriation

CAB Estimate Compared with OMB Allowance
Fiscal Year 1977 Budget
(in thousands of dollars)

CAB OMB
Estimate Allowance Disallowance
FY 1976
Appropriation requested ........ 19,295 19,295 -
Pay raise, effective 10/1/75 ... 600 600 -
19,895 19,895 -
FY 1977 Increases
Increase in costs associated
with current staff .......c... -1,066 567 499
Annualization of pay raise
for current staff ............ 200 200 -
1,266 767 499
Required to fund current staff 21,161 20,662 499
Increase for 78 new positions .. 1,195 - 1,195
Pay raise for new positions .... 40 - 40
1,235 - 1,235
1977 Appropriation ......cccveeenne 22,396 20,662 1,734




CIVIL AERONAUTICS BOARD

Summary of 1977 Budget Increases
(in thousands)

1976 appropriation estimate, excluding pay raise costs ........... $19,295

Increases requested

Associated with current staff:

Within-grade salary advancements ............ .. $ 124
One compensable day (262 in 1976; 261 .in 1977) .. (50)
Annualization of 40 new positions in 1976 ....... 133
Personnel injury compensation costs ............. 16
Change in lapse rates ......eeeessoecenccassonsne 102
- 5 o' - 3
Travel and transportation of persons ............ 91
Telephone fixed charges ............... et enannn 26
FTS rates ....cceeeeennanncas Ceeeeececsestasananse . 27
Penalty mail ...... Cesessseseesesesersasersanannn 37
GSA SLUC rates ...... Ceseeteeccann Cetesserraaesen 296
ADP equipment rental ......... Ceee ittt e eeanes 26
Office machine rental .....ccviieereeecencensannes 18
Printing volumes of Board decision ...... cersesee 43
Nonrecurring printing ...cceeveeeenrecoocssananns (4)
Repairs and alterations .....ceeeceeiiiiecnennns 16
ADP outside contract work .....ccvvevenannns ceenn 64
Tuition and related fees ........ Cheesssesseasnnn 6
Reporting services ....civeeeeereasiesneecnnsnns 9
Miscellaneous other services .....c.cvceveeecnones 3
Duplicating supplies ....... e beetssesssesesaes s 15
ADP and other supplies ...... ceessesannes ceeenene 6

Camera, processor, phototypesetter and OCR
reader for production of negatives, etc.,

for bound volumes ......cevveiencnnacannann ceas 28
Word processing equipment to expedite typing
workload ........... Ceecseanas Ceectscescaansas . 32
Addressing equipment replacement ................ 14
Facsimile equipment .....ccoeivivivenann. ceseaeee 14
Microfilm equipment replacement ......... ceeenaes 6
Nonrecurring equipment purchases ..... Creteeeanee (34)
SUDLOtAl ..t iiett ittt ettt . 1,066
Increase for 78 new positions (58.5 man-years) ...... 1,195 a/
Total increase ......... e resecer st cereenas eeeecetteenrenae 2,261
1977 appropriation request (excluding pay raise costs) ......... Creeees $21,556
SEERD
s R
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Footnote:

a/Cost of 78 new positions in 1977:
Personnel compensation and benefits ... $ 810

Travel and transportation of persons .. 92
Office space rental, GSA/SLUC ....... .. 54
Communication expense .....cccceeecease 10
Building repairs and alterations ...... 138
Supplies and materials ..... ceirasenens 15
Office equipment .......cciciiinncaanns 76

Total cv.eeeenen. ce et creeenee eees $1,195



CIVIL AERONAUTICS BOARD

Analysis of New Position Allocations
to ‘the Several Elements of the Board's
Expedited Decision Making and Regulatory Reform Program

The Board's program for expedited decision making and regulatory reform
consists of eight elements, all of which have been initiated and requi-e
the infusion of necessary manpwer and dollars for impiementation. Need. ess
to say, if the OMB disallowance of all ﬁew positions stands, none of these
objectives will be fully realized thereby frustrating the only systematic
approach to implementing the expressed views of the President and the Congress

on improving regulatory performance.

Objectives Positions

1. Modernize Board procedures to maximize its own capacity
to be responsive and flexible in the face of changing
conditions. In this regard, the Board established the
CAB Advisory Committee on Procedural Reforms, composed
of a diverse group of individuals from outside
Government. Working with the Board's staff, the Committee
will analyze CAB administrative procedures and make
recommendations to the Board for appropriate reforms.
Also, the Board recently has taken action to analyze
its docket workflow in an effort to speed up decision
making under existing procedures. ........cciiiiiiennnn creeenn 5

2. Provide the laboratory in which to experiment with
different regulatory concepts and stimulate innovation. e
The Board has initiated action on this front by pro- S e
posing a program of experimentation with free entry fg"
and exit into selected aviation markets and more '
freedom for carriers to set fares. To assure a full
discussion of this controversial approach, the Board
docketed the experimental program, docket number 28048,
and asked for comments from all interested parties. .......... 3

3. Test a new charter concept--one-stop charters--which
could greatly expand the availability of low-cost air
transportation to the public. The process of analysis,
testing of regulatory policies, and experimentation
represented by this undertaking, as well as others,
will absorb much of the Board's thought and energies
during the next two years. ........ cevenees Ceecrsessaceacans .. 3



Objectives Positions

Participate in the Government-wide review of
internal aviation policy. ..eeeeieerncsncracennnsconnss 3

Reevaluate the Board's service to small communities
program in light of a combination of factors, including
recent inflationary trends, the escalation of fuel costs,
and the phaseout of the older piston aircraft used to
serve many of the smaller communities. A complicating
factor is that further increases in automobile fuel
prices will undoubtedly act as a deterrent of private
transportation and may well result in civic insistence
that air service by certificated carriers be retained

or that means are provided to assure adequate commuter
carrier service. Judgments in these matters will become
increasingly difficult. Furthermore, as a result of an
adverse court decision, the experimental "flow-through"
subsidy plan of the Board, initiated in 1975 with the
Frontier/Air Midwest case, has been terminated. The
Board will therefore be reviewing the entire small
community service question in the light of this action
and the above factors. ...cesiereireinrnssnnncensnnnnns 5

Reinforce the Board's research, analytical and

informational capabilities in order to assist the

Board in developing its policies in light of a new

economic environment; Congressional and Executive

reviews of the organization, procedures, functions

and results of the regulatory processes; and the -
Board's own series of experiments to assess the ‘ ,fv~"
operation of the U.S. domestic air transport system 5
under limited or no regulatory constraints. This new L
look at regulatory objectives will entail, among other 3};
things, comprehensive and detailed analysis on a '
continuous basis of changing conditions affecting

air transportation. .e.sevescoaccssccossenccascnssancos . 4

Participate fully and constructively in.the current

debate over the future of aviation regulatory policy

by encouraging the testing of regulatory precepts

against the demands of a future and different

economic climate and by serving as a catalyst and

provide a forum to examine regulatory issues. ......... 2



Objectives

Maintain a responsible and objective sense of self-
examination. Along these lines, the Board, during
fiscal 1975, initiated and funded out of its existing
budget, a special independent staff study to appraise
the effectiveness of the current economic regulatory
regime and consider alternatives, some of which

involve statutory changes. Also, the Board plans

to draw upon various outside sources, in conjunction
with its staff expertise, for the very best specialized
knowledge, experience, and judgments in order to assist
in analyzing current policies, considering proposals
for policy changes and developing the new regulatory
policies which are found necessary to cope successfully
over the long run with the realities of a different
economic environment. .c.ceccicriercctcrtrecscrrsensnnans

Total positions ..civvivesneessonscnssosnsssssncnnns

Analysis of Cost of 29 New Positions

Personnel compensation and benefits ...........
Travel and transportation of persons ..........
Office space rental, GSA/SLUC ..eveevenocnennse
Communications eXpenses .....ccceveeescencnnnns
Building repairs and alterations .....cceeeeese
Supplies and materials ...ieietescesncarannnnns
Office equipment ....cvceernereerenrscrecccnsnnosne

Total ceviieevensan cesennn cetaeseacesaanas

$411,000
34,000
20, 000
4,000
51,000
6,000

28,000

$554,000

Positions

29
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FEDERAL TRADE COMMISSION

Comments

Disagreement between agency and OMB involves
$6.7 M and 128 new positions. Assuming very
tight standards for regulatory agencies,
initial OMB mark disallowed any staff
increase (agency had requested 158), allowed
only $3.8 M above 1976 level (primarily for
petroleum industry litigation), and required
agency to reprogram to meet other high
priority antitrust needs. Agency submitted
appeal after learning of increases for other
regulatorys. In partial response to appeal,
OMB now recommends 30 new positions and total
increase of $5.2 M. Agency still maintains
nothing less than original request will meet
your antitrust priorities and Congress'
mandates on consumer protection. Issue
paper attached.

Budget

Full-time

Authority Qutlays permanent

(In thousands of dollars) employment
1975 actual ....ciiiiiiiiiiiiiraaeas 38,983 38,732 1,569
1976 current estimate .............. 45,927 45,775 1,634
1976 OMB employment ceiling ........ XXX XXX 1,634

'Transition quarter current
estimate ....coiviiiriiiiiiienens 12,000 12,300 XXX
1977 agency request .......ceveinnnn 57,837 56,290 1,792
1977 OMB recommendation ............ 51,143 50,900 1,664
Effect of OMB recommendation ,

on agency request ......cceiieinnn ‘-6,694 -5,234 _ -128
1978 estimate ...evveeenevennanecons 50,424 50,075 1,664



Issue raper
Federal Trade Commission -
1977 Budget

Statement of Issue

What should be the funding and staffing levels for the Federal Trade Commission?

Background

There is $6.7 million and 128 new positions still at issue between the Federal Trade Commission and
OMB. The Commission insists its initial request is the minimum needed to meet its responsibilities. We
have responded to the agency's appeal by adding 30 new positions and $1.4 million to OMB's initial mark,
but we cannot agree that further increases are justified.

Agency Request

The agency requests $57.8 million and 158 new positions, a funding increase of 27 percent and a staff
increase of 10 percent above 1976. New resources would be targeted primarily at antitrust and maintenance
of competition activities with the largest component of the increase ($3.6-million) dedicated to prosecution
of the Exxon case. Other new resources are requested for forty-nine of the seventy-one programmatic and
support activities of the agency.

OMB's Initial Recommendation

OMB's initial mark permitted no new personnel, allowed an increase (from $2.4 million in 1976 to $6 million
in 1977) for the Exxon case, but required the agency to reprogram to provide for other high priority antitrust
programs. Significant implications of the initial OMB mark were:

Deferral of plans to consolidate and expand office space;
Deferral of all new equipment acquisition for one year;

Maintenance of travel at 1976 levels;

Oy,



No increase for a program which funds public participation in ru]emaking activities; and

A net reduction in consumer protection activities. OMB believes the latter could be
achieved by further reductions in low priority programs and by stretching-out the schedule
for rulemaking authorized by the Magnuson-Moss Act.

The Commission appealed every OMB reduction on the grounds that cost/benefit analysis and the Commission's
own review of the budget on a programmatic basis demonstrated nothing could be cut without jeopardizing the
agency's ability to meet your priorities on antitrust and congressional mandates on consumer protection. The
Commission was especially concerned that without an increase in staff, consumer protection activities would
be severely undermined because of the need to shift resources into antitrust programs.

Action Following Appeal

Review of the appeal, coupled with recognition that the Federal Trade Commission was initially subjected
to tighter constraints than many regulatory agencies, leads us to modify our recommendation to include thirty
new staff for antitrust activities, thereby relieving some of the pressure on FTC's Bureau of Consumer
Protection. Under this approach, half of the Bureau of Competition's new staffing requirements can be filled
with new employees and only half need come from the Bureau of Competition.

OMB Recommendation

We recommend 1,664 full-time permanent positions and $51,143,000 in budget authority for fiscal year
1977.



FEDERAL TRADE COMMISSION
) WASHINGTON.D. C. 20580

OFFICE OF

THE CHAIRMAN November 17, 1975

The President
The White House
Washington, D.C.

Dear Mr. President:

. The Federal Trade Commission hereby appeals from the

" initial allowance provided by the staff of the Office of Management
and Budget for our fiscal year 1977 appropriation. For its 1977
appropriation, the Commission requested an increase of 158 positions
and $11,910,000. The requested new positions and the bulk
of additional operating funds were designated for the Commission's
antitrust enforcement activities. The initial allowance recommended
by OMB would provide the Commission with no new positions
and only a $3.8 million increase in operating expenses.

The result of the initial OMB allowance is to force the
Commission into making a choice between reducing its antitrust
initiatives or reducing its consumer protection initiatives. OMB
suggests the latter alternative, recommending that the Commission
transfer 70 positions from its consumer protection mission to
its competition mission.

The Commission believes either alternative would have
a detrimental effect on the Commission's responsibilities to help
preserve an honest and vigorous free market economy.

In recent years, the Commission has played an increasingly
active role in prosecuting private restraints on competition.
In the current fiscal year and with increasing emphasis in its
proposed 1977 budget, the Commission has begun to examine
and take action against government restraints on the free market
system. To force the Commission to cut back on its antitrust
initiatives would appear to be contrary to your publicly held
commitment to strengthen antitrust enforcement and to reexamine
the anticompetitive effect of government regulation. As you have

said: ". . . we must maintain an antitrust policy which validates
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our commitment to competitive markets. If we would reduce
government regulations of business, we must make certain and
positive that our antitrust laws are vigorously enforced. Competition,
when freed of governmerit regulation ‘and supported by antitrust

laws, is a driving force of our economy. It will drive costs

down to the minimun and assure prices based on these legitimate
costs," :

Although the Commission requested no new positions for
its consumer protection mission, it is committed to fulfilling its
congressional responsibilities to challenge unfair and deceptive
practices, particularly those which inhibit or restrict consumer
access to a free market.: With the passage of the Magnuson-Moss
Warranty-Federal Trade Commission Improvement Act of 1975,
the Commission has beerr given enhanced authority to achieve
this; and the Congress and the public expect vigorous Commission
implementation of these new powers. Since you signed into law
the Magnuson-Moss Warr?nty-Federal Trade Commission Improvement
Act, the Commission has: issued 10 proposed trade regulation
rules, including rules which would terminate private and government
restrictions on price competition.

In fiscal 1977, thef Commission intends to investigate additional
areas of anticompetitive restraints such as occupational licensing
laws. If the Commission were forced to reduce these initiatives
in order to shift resources to antitrust enforcement, we believe
it would be inconsistent with the Commission's responsibility
to promote an open,fair and honest market economy.

The Commission's original budget request was arrived
at after careful cost/benefit analysis by the Commission and we
believe it is the minimum necessary to support a selected group
of high priority cost/effective activities designed to:
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-- maintain and expand vigorous prosecution of private
restraints on competition.

-- reexamine the costs and benefits of regulation and
take action as appropriate against wasteful and anticom-
petitive practices in all levels of government.

-- make full use of the new powers conferred by the
Magnuson-Moss Warranty-FTC Improvement Act of

1975 to eliminate unfair and deceptive trade practices.

Accordingly, we ask restoration of the 158 positions and the
full $11,910,000 originally requested by the Commission.

By direction of the Commisgipn.

Chairman
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SECURITIES AND EXCHANGE COMMISSION -

Comments

The Commission originally requested funds for 132 more
man-years-in a 1976 supplemental appropriation and an
additional 252 man-years in 1977, primarily to carry
out its expanded responsibilities under the Securities
Act Amendments of 1975. Subsequently, the Commission
Chairman has agreed that the OMB recommended levels
are adequate to undertake the new responsibilities in
1977-, and he can in good conscience fully support the
Tower level before the Congress. Furthermore, the
~Chairman agrees to reduce the 1978 employment level

below the 1976 mark through.better management. j/ﬁf?nk5f;\
_- \L:"o

~

Budget Full-time

authority Outlays  permanent

(In thousands of dollars) employment
1975 actual oveeiniieiiiiiieinnenn. 44,427 44,387 1,935
1976 current estimate ................ 47,885 49,325 2,023
1976 OMB employment ceiling .......... XXXX XXXX 1,960

Transifion quarter :
ceiling estimate ....... ... ... ..., 12,675 11,785 XXXX
1977 agency request ............o.e... 55,522 55,522 2,370
1977 OM3 recommendation ............. 50,148 50,148 2,080
Effect of OMB recommendation R

on agency request ..... PSP e -5,374 -5,374 -290

1978 estimate ...oviiiiiiiiiiiiin..n. 48,121 48,121 1,987



| UOT S STUIMON™
\ SUOT3®O TUnUMWO)

| TeIopag




FEDERAL COMMUNICATIONS COMMISSION (FCC)

Comments

The agency requested increases to address consid-
erable workload increases resulting from consumer
demand for new communications services and expan-
sion of existing ones. In addition it sought new
staff to greatly expand field monitoring and en-
forcement, reduce present backlogs, implement
machine-assisted processing in several areas, and
reorganize to address major policy questions before
rulemaking becomes necessary. The OMB mark recom-
mends some new resources which will speed
implementation of cost-effective data processing
support, and which will yield productivity gains
in application processing, complaints and com-
pliance activity, and field operations. An

FY 1976 supplemental, now pending in Congress, /
already adds personnel to evaluate the

Commission's overburdened regulatory approach to
common carrier issues. The FCC plans to continue
to reprogram staff for the remainder of its [
regulatory reform program which is yielding some
relief for regulated business and for FCC time
and workload pressures. OMB expects a thorough
plan for additional regulatory reform efforts by
the end of the year. The agency does not plan to
appeal the OMB mark.
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Budget Full-time
authority Outlays permanent
(In thousands of dollars) employment

1975 actual .eeceeccccccancns 46,900 47,964 1,968
1976 current estimate (inc.
supplemental) ...ccceccaces 49,813 49,917 2,100
Transition Quarter current
estimate (inc. supple.) . 12,436 12,536 XXX
1977 agency request .....c00 58,334 57,706 2,405
1977 OMB recommendation ..... 52,383 53,000 2,168
Effect of OMB recommendation 7
on agency request (...cceee -5,951 -4,706 =237

1978 estimate eeeeeeeeeecenns 52,383 53,000 2,168
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FEDERAL MARITIME COMMISSION

Comments

Agency requests the personnel increases to
conduct studies to conform with reauirements
of the MNational Environmental Policy Act of
1969 and for improving its requlatory effort,
principally in reference to handling of ocean
tariff filings, on-site audits of ocean
carriers and shipping malpractice investiga-
tions. OMB mark denies all personnel
increases because: (1) personnel increases
are not critical to FMC operations and new .
responsibilities can be absorbed within its
existing personnel base; and (2) the Admin-
istration is currently studying whether FMC
legislative authorities should be modified,
and therefore it would be unwise to increase

FMC staffing at this time. FMC has not
appealed the OMB mark.
Budget Full-time
authority OQutlays permanent
(In thousands of dollars) employment
1975 actual . . . . . . ... 7,400 7,251 305
1976 current estimate . . . . 7,840 7,852 316
1976 OME employment ceiling . XXXX XXXX 316
Transition quarter current
estimate . . . ... ... 1,960 1,930 XXX
}977 agency request . . . . . 9,026 8,930 375
977 OMB recommendation . . . 7,990 7,950 316
Effect of OMB recommendation -
on agency request . . . . . -1,036 -980 -59
1978 estimate . . . . . . . . 7,990 7,990 316
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FEA Compliance Audits vs. IRS Tax Audits
of Crude 0il Producers

% of Firms Audited

Annual Production Level % of Industry Production Compliance Wrap-up Program
~ (million barrels) No. of Firms % of Total Cumulative " FEA Req. OMB Recom. IRS Annual
10 plus 31 77% T7% 100% 100% 82%
5-10 14 4 81 79 100 71
1-5 97 7 88 79 100 45
0.5-1 114 2 90 79 100 49
under 0,5 | 14,644 10 100 79 17 10

November 26, 1975
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