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APPENDIX A:

SUMMARY COMMENTS ON SELECTED INDIVIDUAL IIS ANALYSES



Inflation Impact Statements for Regulatory Proposals

Department of Agriculture -- 12 IIS

Revised Beef Grade Standards

This IIS analyzes the proposed revision in grade standards whose purpose
is to improve the precision in identifying beef. The principal benefit
of the proposal is seen as increased pricing accuracy. Some additional
benefits are reduced feeding costs and the potential for increased effi-
ciency of beef production and reduced expenditures throughout the market
system. The backup for these assertions is not provided, and quantitative
estimates of costs and benefits are not presented. There is no way to
determine from a reading of the IIS whether this is a major proposal.

This proposal has been adopted.

To Make Commodities Available for Public Law 480 Programming during Fiscal
Year 19/6

This summary IIS analyzes the effects of exports of certain commodities
under P.L. 480. It contains estimates of 1976 prices for the affected
commodities and compares them with 1975 prices, but does not present
estimates of the effect of the program itself on prices, costs to con-
sumers, or other costs. No significant inflationary impact is expected.
However, beneficiaries are stated to include U.S. producers, processers,
and suppliers as well as the recipient nations. It cannot be determined
from a reading of the IIS whether the action is major or not. This
program has been carried out as proposed.

Support Levels and Method of Support for Tobacco

This is a mandatory program under which the levels of support must be
determined in accordance with a formula described in the Agricultural
Act of 1949, as amended. The summary IIS contains a brief description
of the state of the industry and of the effects (expected not to be
large) of the change in support levels on producers, manufacturers, and
consumers. Benefits are described in terms of guaranteed returns to
producers. Since the level of support is determined by a formula des-
cribed by law, no alternatives are considered. Though the action is
assumed to be major, this cannot be determined, given the information
provided in the IIS. This program has been carried out as proposed.

Determine the Minimum National Average Support Level for 1973 Crop Peanuts
as Amended and Passed by Congress

Legislation requires the level of support to be between 75 and 90 percent
of parity. This summary IIS considers the effect of supporting the price
at the minimum level of 75 percent. The IIS briefly considers the status
of the industry and the effects of the change in the support price. In-
cluded in this are estimates of the increased cost to manufacturers,



-2

increased returns to producers, increased costs to consumers and to the
government, and changes in production and exports. Benefits are described
in terms of increased prices to producers and costs in terms of increased
prices to consumers and manufacturers, and increased outlays by govern-
ment. Alternative government sales policies are considered. However,

no alternative support level is considered since the recommended level

is the minimum available by law. Though the action is assumed to be
major, this cannot be determined given the information supplied in the
I1IS. This program has been carried out as proposed.

Revised Inflationary Impact Statement -- CCC Exports

This summary IIS is on the impact of an increase in the CCC Export Credit
Sales Program's export financing budget from $450 million to $1 billion.
Estimates of the increase in exports of various commodities as a result
of the increased CCC credit are presented. While it is stated that the
inflationary impact and the effect on retail prices of this proposal
would be insignificant, a principal benefit would be to support producer
prices. Other benefits relating to the transportation industry, the
balance of payments, and the reduced need for government support payments
are also mentioned. The program is viewed as having no adverse effects
and as being better than any other alternative. The IIS does not consider
the costs of subsidized lending. This program has been carried out as
proposed.

Price Support Level for Manufacturing Milk

This summary IIS considers the effect of raising the support price to 80
percent of parity as against the alternative of maintaining the status
quo. Estimates of the effect of this action on dairy prices, returns to
producers, and CCC purchases are presented. The benefits are stated to
be increased prices for producers and the assurance of a more adequate
supply of milk for consumers. However, a complete discussion of social
costs and benefits is not provided. Given the estimates presented, the
proposal can be seen to be major. The support level was increased to 80
percent of parity.

Information Panel and Nutritional Labeling for Meat and Poultry Products

This IIS contains estimates of the short- and long-run costs of complying
with the regulations. These costs are due to such items as label redesign,
nutritional testing, and chemical analysis. The cost estimates show the
regulation to be major. A discussion of the benefits of the program is
included, though no quantitative estimates are presented. A reference to

a discussion of alternatives, presented elsewhere, is included. The
proposal has been adopted.
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Major Provisions of 1976-Crop Upland Cotton Program

The major provisions of this program are the establishment of a national
production goal, a national base acreage allotment to determine the acres
eligible for payments, a national average loan rate, set-aside and con-
serving base requirements, CCC sales policy, target prices and payment
rates, and seed cotton loan program. For most of these provisions, there
is 1ittle leeway and most of them would appear to have little incremental
jmpact. The seed cotton loan program, however, is not mandatory, and
more analysis should have been done on it. There is no indication that
this is a major program. These provisions have been adopted as proposed.

Quantities of Agricultural Commodities Projected to be Available for
Programming under Public Law 480 Programs for Fiscal Year 1976

This summary IIS analyzes the effect of an increase in funding for P.L. 480
exports. It is concluded that, for all the affected commodities (with the
possible exception of peanuts), the proposed changes will have an insignifi-
cant effect on supplies and on prices. This conclusion does not appear

to be adequately explained. Benefits and alternatives are not discussed.
The program has been carried out as proposed.

To set the Support Level for Manufacturing Milk at 80 Percent of Parity
4/1/76, the Beginning of the Marketing Year

This summary IIS provides estimates of the effect of the increase in
support prices on CCC purchases and expenditures, retail prices, com-
mercial consumption, and consumer expenditures on dairy products. The
derivation of the estimates is not explained and does not provide an
adequate measure of costs to consumers or to society. Benefits are not
discussed. The alternative implicitly considered is maintaining the
status quo. Support prices have been increased as proposed.

Proposed Modifications and Revisions of Food Stamp Program Regulations

This summary IIS outlines the effects of changes in the regulations which
are expected to reduce Federal expenditures in this area. Expected de-
clines in receipts by the agricultural industry are also discussed. This
program has not been carried out.

Support Levels and the Method of Support for 1976 Crop of Various Kinds
of Tobacco

This is a mandatory program. The summary IIS describes the effect of the
increase in prices, costs to manufacturers, consumer expenditures, and CCC
expenditures. A complete analysis of costs to consumers and social costs
is not presented. Benefits are not discussed. Alternatives are also not
discussed due to the mandatory nature of the program. The estimates pro-
vided suggest this program to be major. The program has been carried out.
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Make Commodities Available for P.L. 480 Programming in Fiscal Year 1977

This summary IIS discusses the effects of P.L. 480 exports on the various
commodities included in the program. While these exports apparently
would not have a significant impact on domestic supplies or prices, the
beneficiaries are expected to include the agricultural industry as well

as the recipient nations. The discussion of costs, benefits, and alter-
natives are not complete, and the program cannot be determined to be major
giveg the information provided. The program has been carried out as pro-
posed.

Department of Defense -- 1 IIS

Dredge and Fill Permits

These regulations, promulgated by the Department of Defense, vastly
expanded the requirements of permits to engage in the dredging and/or
filling of navigable waters and wetlands. The IIS, in the judgment of
CWPS, was totally inadequate. The analysis was purely qualitative
except for some very elementary administrative costs. In addition there
was no consideration of any alternatives except to do nothing. In brief,
the entire analysis was conspicuously weak.

Environmental Protection Agency -- 12 IIS

Pesticide Registration Requirements

Pursuant to the Federal Insecticide, Fungicide and Rodenticide Act, EPA
promulgated in the Spring of 1975 regulations establishing requirements
for the registration of pesticides. EPA is still in the process of
finalizing its revisions of the original economic analysis which was
judged by CWPS to be weak in its coverage of benefits, costs, and con-
sideration of alternatives.

Drinking Water Standards and Surveillance Guidelines

EPA has issued two sets of proposed regulations regarding primary drink-
ing water standards required by the Safe Drinking Water Act of 1974. The
economic impact of these regulations is comprehensive and includes most
of the criteria set forth in OMB Circular A-107. However, there should
be some quantification of benefits to be weighed against the costs and
the inflationary impact analysis should include the sampling and sur-
veillance costs.

Motorcycle Emissions

A Notice of Proposed Rulemaking on motorcycle emissions was published in
the Federal Bgﬁjster by EPA on October 22, 1975. The proposed regulation
would establish initial levels of permissible emissions for on-road
motorcycles manufactured beginning in 1978. A later emissions standard

’
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for 1982 was also proposed. This latter standard was much more strin-
gent and would have lowered the levels of motorcycle emissions per mile
comparable to that for automobiles. EPA performed analysis of the
impact that this proposed regulation would have upon the motorcycle
industry, as well as the regulation's effect upon the supply, demand,
and prices for road bikes. Nonetheless, the Council expressed its
concern that the 1982 standards, in particular, did not appear to be
cost effective and that the costs increases to meet these higher stand-
ards -- which would be reflected in increased prices -- may well result
in the greater sale of off-road bikes that EPA could not now currently
regulate. The EPA is currently reviewing the proposed standard in Tight
of the comments submitted by interested parties. A final decision on
the proposed rule should be forthcoming shortly.

Offshore Gas & 0i1 Effluent Regulations

The regulations would establish 1977 and 1983 water effluent limitations
for new and existing offshore gas and oil extractors. EPA's cost estimates
are at levels which should require EPA to complete a comprehensive
inflationary impact analysis consistent with OMB Circular A-107 along
with an accompanying IIS certification. Although the analysis completed
by EPA is relatively complete, it is limited to an industry impact study.
The analysis should be expanded to project the impacts on the economy
generally. These cost levels indicate that a benefit analysis should be
completed to determine the extent of aggregate inflationary pressures.

As in all effluent guidelines, these regulations are in attempt to
internalize social costs. However, to determine whether these standards
are economically justified, their costs should be weighed against the
benefits.

Maintenance of Ambient Air Quality Standards

Pursuant to the Clean Air Act, EPA promulgated these standards in

February 1975. The standards set up procedures for Air Quality Control
Regions to use in monitoring air emissions to insure that there would be
no degradation in ambient air quality levels. Based solely on the
administrative costs, the action was judged to be "not major." The
economic analysis, however, did not consider the economic impacts, such

as reduced expansion, industrial dislocation, and other economic costs,
which would make the actions "major." There was no discussion of benefits.

Coal Mining Effluent Guidelines

These guidelines would establish 1977 and 1983 standards for the control
of water effluents from the coal mining industry. These 1977 standards
were issued as interim final guidelines without a prior comment period

and are being studied by EPA for possible revision. The 1983 standards



-6-

are presently proposed standards. EPA completed an adequate economic

analysis of costs but failed to give comprehensive treatment to benefits
and alternatives. : .

Evaporative Hydrocarbon Test Standards

The regulations would change test procedures for measuring hydrocarbon
(HC) evaporative emissions from light duty vehicles and 1ight duty trucks.
The regulations changed test procedures from cannisters to an enclosure
and would have eventually reduced allowable emissions from 6 grams of HC
per test to 2 grams of HC per test. At the present time, the 6 gram
standard and change in procedures have been promulgated. The 2 gram
standard is being reevaluated by EPA. EPA's analysis of the costs and
cost-effectiveness of the 2 gram standard was subject to question. The
analysis gave a good discussion of benefits in terms of tons of HC that
would be controlled. The analysis also compared the standards with
further exhaust emission control of other mobile sources.

Effluent Guidelines for the Organic Chemical Industry

The proposal set effluent guidelines and issued interim guidelines for the
significant organic products segment of the organic chemical manufacturing
industry. In the IIS the costs estimates were made in 1973 dollars.

There is a major objection to this in view of the overall inflation
between 1973 and 1975. There was an even greater inflation in the cost
of pollution control equipment therefore these estimates should be
restated in 1975 dollars, particularly if the public is to be made aware
of the appropriate costs of the regulations. In sum, more explicit
attention might have been given to benefits and alternatives.

Light Duty Truck Emission Standards

These regulations which are now out for interagency review prior to
promulgation will change the definition of light duty trucks to include
trucks of 6000-8500 GVWR but with curb weights less than 6,000 pounds

and will reduce the allowable emissions from all light duty trucks. EPA's
cost analysis was subject to question. However, the analysis did make
some comparisons of costs with alternative mobile source control but not
with stationary sources. The analysis also provided some evaluation of
benefit of alternative actions to the proposed action.

Effluent Guidelines for Phase II Paper Industry

The regulations would establish 1977 and 1983 water effluent guidelines
for the Bleached Draft, Groundwood, Sulfite, Soda, Deinked and Non-
Integrated Paper Sectors of the Pulp and Paper Industry. Significant
(incremental) costs are associated with compliance with the proposed
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standards. However, EPA does not estimate the total costs of compliance
with the New Source Performance Standards (NSPS). Land costs have been
excluded from the calculation of capital costs. EPA has estimated the
cost of compliance for typical new sources that are 1likely to be built,
but the analysis has refrained from combining these costs estimates with
the demand analysis to arrive at the total incremental capital costs of
compliance mandated for new sources. Also, EPA does not discuss in a
detailed manner the expected benefits of the paper industry effluent
Timitations. Estimates might have been provided regarding the pollution
level of affected waters, the paper industry's contribution to the pro-
blem, and the extent to which the proposed effluent guidelines would
lessen the problem.

Iron and Steel Effluent Guidelines

The regulations would have established 1977 and 1983 water effluent
guidelines for steel firms discharging into navigable waters. At the
present time, these guidelines are under intensive internal review at
EPA following the receipt of responses during the comment period subse-
quent to the proposed guidelines. EPA provided a comprehensive analysis
of the aggregate economic impact of these guidelines. However, there
were serious questions regarding (a) the cost-effectiveness of specific
process standards, (b) the incremental benefit of the 1983 standards
relative to the incremental costs, and (c) the possibily excessive
requirements of the 1977 standards.

Proposed Water Effluent Standards for the Photographic Processing Industry

These proposed water effluent guidelines for the photographic processing
industry will be a major action based on EPA's projected unit cost in-
crease of 5.2 percent of the selling price for small firms. Although
most of the 20 firms affected could meet the 1977 guidelines; 17 firms
(3.5% of total industry production) would have to close rather than meet
the 1983 standards. If EPA feels that the benefits of these guidelines
justify the cost impacts then a better comparison between benefits and
costs than EPA has completed to date is necessary if the inflationary
impact is to be properly addressed.

Federal Energy Administration -- 4 TIS

Preliminary #indings and Views Concerning the Exemption of Residual Fuel
0i1 from the Mandatory Petroleum Allocation and Price Regu]ations

This regulation exempted residual fuel oil from mandatory price and
allocation controls. The document was specifically prepared for Congress
and served double-duty as an IIS. The IIS predicted the impact of deregu-
lation on residual fuel prices. Though the analysis of supply and demand
was adequate, there was no evaluation of the costs and benefits of the
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regulation. The fact that prices were predicted to either remain the
same or fall, suggests that costs would be zero. Benefits, which were
not mentioned, would include elimination of the costs of regulation and,
possibly increased incentives due to decontrol. The analysis failed to
dﬁvelop any of these points. The regulation was promulgated without
change.

State Energy Conservation Plan Guidelines

The 1IS presents estimates of the costs and benefits, in terms of energy
savings, of State compliance with the provisions of the program contained
in these guidelines. The estimates suggest that the benefits would out-
weigh the costs. However, the cost estimates seem incomplete and, at
times, arbitrary, and the benefits may be understated, leading to the
conclusion that the analysis does not provide an accurate indication of
the program's ultimate impact. The alternative of State taxes on
gasoline is dismissed as being inflationary. This may or may not be

the case, but the analysis presented is misleading. These regulations
are expected to be promulgated shortly.

Inflation Impact Evaluation of a Proposal Regarding Definition and
ATTocation of Non-product Cost Increases

This regulation expanded the categories of non-product costs that refiners
are allowed to pass through. Like other FEA analyses, this effort pre-
dicted the impact of the regulation on the price of petroleum products.
For this purpose the analysis was fair. Benefits were not analyzed, nor
were alternatives reviewed. The analysis sent to CWPS was a draft; it
appears that a final analysis was not completed. The regulation was
promulgated without a significant change.

Proposed Gasoline and Diesel Fuel Rationing Contingency Plan

This regulation established a contingency gasoline rationing plan to be
jmplemented in the event of another oil embargo. The analysis predicts
the impacts of the proposed plan on the national economy, vital industrial
sectors, States and regions and on competitive conditions. With respect
to impacts the analysis was quite good. The analysis served double-duty
as a report to Congress and as an 1I1S. The analysis of costs of the regu-
lation was adequate though benefits were not analyzed or mentioned. The
regulation has not yet been promulgated.

Department of Health, Education and Welfare -- 4 1IS

DES

The FDA proposed to ban the use of diethylstilbestrol (DES) in cattle
feed as a growth stimulant because of its suspected carcinogenicity.
The IIS estimated the costs of the ban in an adequate fashion. The FDA
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noted that it had no alternative but to ban the use of DES because of

- the existing legislation concerning the use of carcinogens in food. The
benefits of the ban were admitted to be minute if any existed. Studies
52$Wi29 the carcinogenicity of DES were cited. The ban is currently in
effect.

Discrimination Against Handicapped Persons

The requirements of the rules dealt with recipients of HEW funds and
required that access to jobs, accessibility to programs, and accommodation
for handicapped people be provided. Thus, there were many rules dealing
with recruitment of employees and students, changes in work schedules and
physical structures, alteration of academic programs and facilities, and
the provision of services so as to place handicapped people on an equal
basis with others.

The IIS made a valiant effort to deal with the proposed rules and their
impact. The author drew on several studies of handicapped workers and
students and attempted to show the benefits which would be obtained

if the handicapped had equal access to educational facilities (by and
large the education sector would be the affected sector). An effort to
quantify overall benefits and costs was made. The author also pointed
out the problem areas in the IIS, noting the paucity of data and the
heroic nature of certain assumptions.

Medicaid Nursing Home Reimbursement

The 1IS contains an estimate of the cost impact of the proposal to change
reimbursement for nursing services, which assumes essentially that the
government will be paying higher prices for nursing services now being
rendered. Since the proposal might result in a change in the quality or
quantity of services rendered, there may be some real costs to consumers
or producers of nursing services. These are not considered. Moreover,
the IIS does not present any estimates of benefits or costs and benefits
of alternatives. The regulations are in effect.

Nitrofurans

This IIS is similar to the one for DES since nitrofurans are suspected
carcinogens used as a growth stimulate for poultry. This ban is more
costly than the one on DES because there are no substitutes for nitro-
furans.

Department of Housing and Urban Development -- 2 11S

Mobile Home Construction Safety Standard

This IIS contains estimates of the increased cost of a mobile home and,
assuming a given output level, the total cost of the standard. The cost
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to those who would be priced out of the market is not included. Various
components of the standard are aimed at making mobile homes more energy-
efficient and at making them safer and improving their quality in general.
With the exception of the energy conservation proposals, no estimates

of the benefits of the standard are provided. Later drafts did address
other benefits, but they were not available before promulgation.

The final statement, submitted February 1976, was too late to have any
impact on the decisionmaking process. The final standard was promulgated
in September 1975. ‘

Reactivation of the Section 235 Program: a program to subsidize interest
costs for low income home buyers .

On November 6, 1975, HUD completed an IIS for a proposed reactivation
of a previously suspended housing subsidy program. The proposal was

considered "major" by HUD because it was supposed to have a positive

impact on jobs.

One half of the twenty page analysis was concerned with determining whether
the proposal was major while the remainder considered the costs, benefits
and alternative actions. The cost and benefit sections relied aimost com-
pletely on the results of an evaluation of the old suspended program.

Thus this IIS involved no additional data gathering or analysis. To the
extent that the earlier study which was a major effort was adequate, and
that the proposed changes in the program were minor, the IIS can be deemed
adequate on the cost and benefit side. The only alternative considered

was non-reactivation of the program. Thus the alternatives section was
definitely inadequate.

One interesting note is that the IIS pointed out that the previous study
had calculated a benefit to cost ratio of 0.82 and that the new program
might fall to 0.80. (This of course does not reflect non-quantifiable
benefits which may exist.) The program was proposed despite the fact
that the IIS admitted that it was not likely that benefits would exceed
costs.

It is clear that the IIS had little impact upon policy. It is also clear
that a negligible amount of additional analysis resulted because of the
existence of the IIS program. However, this result is probably due to
the existence of an earlier cost-benefit evaluation on the same program.
The contrary conclusions of that study coupled with the eventual reacti-
vation of the 235 program costs doubt in this instance on the efficacy

of the IIS program to produce careful and systematic decisionmaking given
strong external pressures. The regulation was promulgated as proposed.
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Department of Labor -- 3 1IS

Coke Oven Emissions: a proposal to protect coke oven workers from the
carcinogenic emissions of coke ovens by mandating specific_engineering
controls and performance standards

OSHA commissioned D.B. Associates of Salt Lake City, Utah to complete

the IIS. It was impossible for us to judge the quality of the cost side
data since the disaggregated data were not provided and in any case we
are not cost engineers. It is our understanding that the data were
mainly provided by the steel firms leading to the possibilty that the
costs may be overstated. We certainly feel that the cost side data could
have been presented more adequately in order that those parties qualified
to evaluate the cost estimates could have been able to do so.

On the benefit side, although an attempt was made at quantifying the
health benefits of the proposed standard, several errors of logic were
made. However, enough information was provided so that we could re-
produce and correct their benefit estimates.

The major weakness of the IIS was that alternatives to the proposed
standard were not considered. Furthermore no attempt was made to
systematically compare costs and benefits of the proposed standard so
that the cost-effectiveness of alternatives could be compared. However,
we were able to attempt the comparison and suggest some alternatives.

I feel that the benefits would not have been quantified and the cost data
would not have been systematically collected so that third parties could
compare them if it had not been for the IIS program. Even with the pro-
gram it was obvious that there was a reluctance to provide data which
implied a dollars and 1ife comparison.

The regulation was promulgated with changes on October 20, 1976. The
changes will likely decrease the cost-effectiveness of this standard.

Economic Impact Analysis_of Proposed Noise Control Regulation: a proposal
to protect workers from hearing loss by retrofitting noisy equipment

This statement was not considered an IIS by OSHA since the proposed
regulation preceded the IIS program implementation date. There was also
an economic impact analysis of the proposed regulation computed before
the IIS program took shape. However, the April 1976 Economic Impact
Statement was proposed partly in response to CWPS (as well as EPA's)
criticism of the earlier statement at hearings held last summer. The
same consultant (Bolt Beranek and Newman) prepared both reports. DOL also
stated that although the report was not to be considered an official

1IS, it was prepared as if it were one.
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Costs, benefits, and the alternatives were also treated adequately; in
fact, much better than the "real" coke oven IIS. The major analytical
problems were that costs and benefits were not explicitly compared to
each other for the major alternatives, although the information presented
allowed us to do so, and that the base line for analysis was assumed to
be perfect compliance with the present standard rather than the actual
situation which is quite different from the ideal.

Although the statement is not an official IIS, the existence of the
program probably increased the quality of the analysis and influenced

the form and structure of the presentation. This conclusion is best seen
by comparing the pre- and post-IIS program Economic Impact Analyses. The
1at?r statement represents a major improvement in quality and breadth of
analysis.

Final action has as yet not been taken.on the proposal..

Inorganic Arsenic

The Labor Department proposed a standard 1imiting worker exposure to
inorganic arsenic. The standard also- prescribed the use of engineering
controls to the extent technically feasible and then, when necessary,
compliance would be attained by revised work practices and personal
protective devices. The cost analysis was fairly extensive for some
industries but laced with guesswork and analogy for other less concen-
trated industries. The incremental benefits of the proposed standard

as opposed to the existing or alternative standards and means of enforcing
them (namely personal protective equipment) were ignored. Studies of the
excess risk of industrial exposure to arsenic exposure were cited.

OSHA refused to quantify the benefits of the proposal in terms of either
dollars or lives saved. The proposal is now under department review
following hearings held in September 1976.

Department of Transportation -- 2 1IS

Occupant Crash Protection -- FMVSS 208

Passive restraints such as air bags are being considered as mandatory
equipment on new cars. The IIS analysis of this proposal was thorough
and methodologically sound, with only minor exceptions. A cost-benefit
framework was used in comparing alternative proposals, and the analysis
incorporated a range of plausible assumptions about unresolved issues.
No final decision has been made yet on this proposal.
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Section 505 of RRRR Act of 1976

Sections 505 and 511 of the 4R Act provide funds -- up to $600 miliion --
for the rehabilitation and improvement of railroad facilities. Federal
Railroad Administration (FRA) concludes in its Inflation Impact State-
ment that the slight inflationary potential of these expenditures is
more than offset by the substantial expected benefits of improved rail-
road services. The discussion of costs and benefits is necessarily
expansive and qualitative, since the mix and identity of the actual
projects to be funded is unknown. The proposed regulations implement
procedures for disbursement of Section 505 funds; the IIS perfunctorily
examines the ability of various industrial sectors to accommodate in-
creased demand without severe shortages or price changes. No attention
is given to the effects of alternative implementation policies. Final
regulations implementing Section 505 appeared in the October 8, 1976
Federal Register, indicating little change in the assessment of infla-
tionary impact.

Inflation Impact Statements for Legislative Proposals

Department of Transportation

Motor Carrier Refqrm Act

DOT asserted that the effects of this legislation would be highly defla-
tionary and thus did not require an IIS. The background report to
determine the necessity of an IIS analysis compared the 1ikely effects

of the bill with threshold criteria. This was simply a narrative which
did not quantify any impacts and only gave a very shallow textual report.
Particularly, the energy impact comments were superficial and not related
to substantive data.

Aviation Act of 1975

Although this analysis does attempt to examine the industry (profits and
output? and employment effects of the bill, it concludes that it is not
possible to gauge whether they would increase or decrease. It does state
with some hesitation that the differences in profits, output and employment
would be small. There is not an adequate treatment of the effects on
energy demand or supply. Nor is there consideration of the economic
effects of alternatives to any of the bill's provisions.

Northeast Corridor Rail Passenger Service Improvements

The proposed legislation would authorize the expenditure of funds over
a 5-year period to upgrade passenger rail service between Washington and
Boston. Although the analysis is not very extensive, it does at least
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indicate that alternatives to the proposed provisions were considered
and that the bill was the most cost-effective approach of several
possibilities. Again, the analysis is simply a descriptive narrative
with little substantive data.

Department of Commerce

Patent Modernization and Reform Act

This analysis focused primarily on the Federal costs of enacting the
patent reform bill and changes in the system of granting patents. The
analysis seems to be somewhat cursory, with cost data more the result
of speculation than evidence. There is no analysis of the economic
effects of alternatives to any of the bill's provisions. Although the
analysis concentrates on Federal costs, it should be remembered that the
IIS requirement was designed to focus attention on the off-budget costs
of regulatory and legislative proposals. The analysis of off-budget
impact is not very adequate.






APPENDIX B:

SUMMARY OF PUBLIC COMMENTS ON
IIS PROGRAM AND REGULATORY PROBLEMS

Federal Register Notice Inviting Public Comments- on
T1S Program (August 3, 1976)

Summary of Public Responses to Federal Register Notice

Statement on Regulatory Probﬁems at Economists Conference
on Inflation (September 5, 1974)






SUMMARY OF PUBLIC RESPONSES TO
FEDERAL REGISTER NOTICE

AFL-CIO0_George Meany: The program is a "macabre charade of the adminis-
Trative hearing" permitting businesses to exaggerate regulatory compliance

costs and postpone needed health standards.

A.F. Meyer and Associates, Inc.: There is a need to continue and enhance
the principle of examination of economic and social consequences of
Federal legislation and Federal regulation. However, better organization

of the documentation required i.e., "a social impact statement" rather
than an EIS and IIS, is needed.

Air Products and Chemicals: Supports mandatory compliance of all govern-
ment agencies with the program.

American Hospital Association: The program should be continued. Analyses
should be mage available to the public and encouraged in periodic reviews

of existing regulatory programs. Cost analysis should be required during

rather than after the development of formal proposals.

American Iron and Steel Institute: Although current IIS methodology does
not seem sufficiently advanced to insure an accurate assessment of total
costs and benefits, the Institute is in general agreement with the objec-
tives of the IIS. The program should continue as an Executive branch
administrative activity.

Amoco: Greater public input at an early stage in the development of pro-
posed rulemakings via public disclosure of the 1IS is desirable. Final
1IS should be submitted to an appropriate clearance officer as "a standard
of comparison for performing a later evaluation of the new rulemaking's
actual inflationary impact."”

Barry Wright Corperation: The IIS requirement should be uniformly applied
to a‘l regulatory agencies. The procedures for determining the cost impact
of proposed legislation are not adequately defined.

Bethlehem Steel Corgoration: A1l agencies should be required by legisla-
Tive mandate to analyze "the costs and benefits of proposed and existing
major legislation and regulatory decisions.” Past experience with the

. program is insufficient to adequately assess the impact of the analyses.

Congress: Joint Economic Committee, Senatory Hubert H. Humphrey: see
attached letter.
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E.I. DuPont De Nemours & Comganx: DuPont prefers "a more permanent IIS
program established by legis ative mandate and covering a wider range of
agencies." A central mechanism to collect data on an industry-by-industry
basis should be considered.

Ford Motor ComganE: Ford endorses the IIS program and supports its con-
Tinuation. Ford believes the program should be strengthened by legislation

to include all agencies and to clarify legal status and enforceability
questions. :

General Motors Corporation: The IIS program should be strengthened by
requiring additional agency participation and public disclosure of all
economic impact statements.

Health Industry Manufacturers Association: HIMA recommends that the IIS
program be modiTied to drastically lower the threshold for requiring state-
ments and expanded to include all Federal agencies.

Lennox Industries: Lennox "completely supports the concept of IIS." It
should be extended to include all agencies.

Manufacturing Chemists Association: MCA supports the continuation of the -
TIS program and its extension to the independent agencies.

Massey-Ferguson Inc: The IIS program should be continued and expanded to
incluﬁe ali agencies.

Michigan MuniciEal League: The IIS program should be continued and modi-

jed; to date, however, the program "seems to have been ignored, or
observed pro forma or complied with internally without public disclosure
of agency evaluations.”

oundation International Association of Ice Cream Mfrs.:
Support the IIS program and favor expanding and improving the program.

Motor Vehicle Manufacturers Association: The Association supports con-
tinuation and modification of the IIS program. The title of the program

should be redesignated, the scope extended by legislation, and the analyses
opened to public review. Failure to conduct an IIS should be grounds for
judicial reversal of an agency action.

National Canners Association: NCA believes the program should be retained
but needs improvement. ATT Federal agencies should be included in the
program. The order should be revised to impose some means of enforcement.

National Council of Agricultural Employers: NCAE supports the concept of
the 115 but fails to see any impact of the program on agency decisionmaking.
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National Electrical Manufacturers Association: NEMA supports the con-
tinuation of the IIS program and its extension to the independent agencies.

National League of Cities: The program "should be continued -- expanded
and strengthened.” The impact statements could be afforded greater public
visibility. More attention should be directed explicitly toward public
sector inflationary impacts.

Northern Indiana Public Service Company: The IIS program should apply to
all agencies in the review of both existing and newly proposed rules and
regulations.

Pacific Gas and Electric Company: PG&E generally supports the intent of
the program and recommends "that legislative, as well as Executive branch
agencies be included in an expanded Inflation Impact Statement Program.
Analyses should be made available for public inspection.

Pharmaceutical Manufacturers Association: Limited experience with the pro-
gram to date suggests that it should be continued. Analyses should be
made public and the requirements extended to include review of existing
regulations by all government agencies.

Private Truck Council of America: All analyses should be made available
for public inspection. The program should be continued and extended to
include review of existing regulations.

The Proprietary Association: The Association "wholeheartedly support(s)
the IIS program and urge(s) its renewal as a potentially valuable means

of identifying and assessing the costs to the consumer of government
regulation."

Smith Kline and French Laboratories: Suggests that the program be extended
in 1ts present form.

TRW Inc.: Analyses reviewed by TRW have been simplistic and one-sided,

but "with further experience...the Inflationary Impact Analysis Program

will gain the depth and sophistication necessary to make a valuable con-
tribution to the regulatory process."

UAW Lenard Woodcock: The UAW believes that the IIS program is an illegal
political ploy designed to aid employers and delay the decisionmaking pro-
cess.

United States Steel Corporation: USS "strongly supports the intent of
the IIS program” and suggests that independent review by CWPS and OMB
be continued- under Executive Order, rather than a legislative mandate.

Professor Martin J. Bailey: The IIS program "should be pushed hard, per-
haps under a new name, such as "Economic Impact Statement Program." Paper
attached, entitled "Proposed Standards for Inflation Impact Statements.”
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The Honorable William Lilley, IIIX =
Acting Director -

- PO R NPT

Council on Wage and Price Stability
726 Jackson Place, N.W.

¢ Washington, D.C. 20506

-« Dear Mr. Lilley:

 7§ This is in response ‘to the request by the Council on
.4 Wage and Price Stability (CWPS) and the Office of Management and

Budget (OMB) for public comments on the Inflation Impact Statement
program, .

RV STV PO

At my request, the Joint Economic Committee staff has
been following this program since its inception in November, 1974,
They have found the overall quality of CWPS' analysis of the impact
~tatements to be thorough and constructively critical of the
‘nalysis in question. Additionally these reviews appear to have

iseen done on the mos:t important regulatory proposals. 1In short,
CWPS appears to be doing a good job in this area.

et S, e

. -
PRPSESTREARI SR

: However, I am concerned with the response af specific
Federal agencies to the comments submitted to them by CWPS. 1In
some instances it appears that agencies pay little attention to
| the comments they receive or disregard them altogether.

i

: In instances where an agency pays little attention
to or comple

tely disregards the comments it receives, it is
- procedure for analysis and review is not working
’|properly, meaning that adequate regard is not being given to the

- {inflation impact of a regulatory proposal. As a result, I believe -
. that it may be necessary to make these agencies review their
“ianalysis in light of CWPS comments and change or justify their

' This could be accomplished by Executive
in my view, make the comments much more authoritative.

Oxrder and would,
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The Honorable William Lilley, III
August 31, 1976
Page 2

In sum, the inflation impact statement program is

yaluable. Not only should it be continued, but it should be

strengthened by requiring agencies to be more responsive to the
comments they receive,

T hope this will be of assistance to you in your

- yeview of the Inflation Impact Statement program,

Best wishes,

Sincerely,

f ) £hee 4
:z;ééég%%?7%§;phr yé ?
_ﬁ’_

Chairman



















APPENDIX C:

BASIC IIS DOCUMENTS

Executive Order 11821 {November 27, 1974)'

OMB Circular A-107 (January 28, 1975)

OMB Memorandum to Agencies on Univorm Criteria and
on Negative Declaration for Legislative Proposals
(June 3, 1975)

OMB/CWPS Interim Eva]uat1on of IIS Program
(March 31, 1976)

OMB Memorandum Changing IIS Requirements (June 11,
1976)

Federal Register Notice of IIS Certification

Language (October 1, 1976)
































































































APPENDIX D:

1IS EVALUATION QUESTIONS
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I.

Questions to identify problems with regulatory procedures

A. Regulatory process

1. How are regulatory decisions made?  Describe agency's
basic standard setting process..

2. Are there guidelines for-types of analysis which should
be done? Are they appropriate? Are they implemented?
If they are not available, are they needed or is cur-
rent practice acceptable?

3. How does the agency discuss proposed regulations with others?

a. Is there interagency and intra-agency review of
proposals?

b. Are advisory groups and other non-federal entities'
' views solicited in addition to Federal Reg1ster
notice?

B. Statutory requirements

1. What statutory requirements govern agency rulemaking
procedures? What statutory deadlines are imposed on
. agency actions? How broad is guidance in the statutes
with respect to the issuance of regulations?

2. How is use of analysis (including IIS) affected by
external factors such as enabling legislation,
Administrative Procedures Act, executive orders,
congressional and executive requirements for evalua-
tive reports and the prospect for judicial review?

C. Existing regulations -- to what extent does agency review
existing regulations and past regulatory decisions?

D. Regulatory Procedural Problems --
1. What is major regulatory procedural problem?

2. What steps are being taken to address administrative
problems? Would you recommend any changes In the
APA requirements?

3. Does IIS contribute to or detract from addressing
problems?

]
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II. Questions to detérmine IIS effectiveness
A. Decisionmaking Impact

1. Has there been any change in the quality of agency
legislative and regulatory proposals since IIS has
been required?

a. does analysis affect decisions or is it an ex

' post justification? Is IIS prepared inter-
actively with development of a regulation or
does IIS follow preparation of regulation?

b. are yiab]e a]ternatives considered explicitly?
c. what specific directions or restrictions are
imposed on the agency that affect consideration
of economic impacts in rulemaking?
2. Because of IIS, have any regulations or legislative
initiatives been modified, deferred, or dropped?
(at any stage -- before formal proposal, before
final promulgation, or later)
3. What decisionmakers (at what level) use IIS? How?
4. 1Is IIS used by outside intervenors?

5. 1Is there any systematic follow-up evaluation of
economic effects after promulgation?

B. Scope of IIS requirement

1. Are there any important legislative or regulatory
proposals that have not been analyzed? (are
criteria thresholds at effective levels)

2. For IIS's which were actually major, if E.0. 11821 and
A-107 requirements were absent, would analysis:

a. have been done for other reasons (e.g.,
Tegislative mandate, agency policy, etc.)

b. have been less extensive (e.g., not covered
alternatives or benefits) or of lesser quality

¢. have been less visible or circulated less widely
(e.g., would it have been sent to other agencies)



c.

D.

I1I. Alternatives

A.
B.

s —— - -

Impact on Agency

1. What have been direct costs of IIS -- over and above
what agencies would have otherwise incurred (costs
with respect to staff, consultants, regulatory delay)?

2. What is agency's economic analysis capability? Has
this imposed constraint on fulfillment of IIS require-
ment? Has there been heavy reliance on consultants?

Monitoring by CWPS/OMB

1. Did CWPS, OMB, or others outside of agency (specify)
have any impact (if so, what) on:

a. decision to do the IIS
b. quality or nature of the IIS

2. If such impact existed, how was it felt or comnunicated
(CWPS filings, letters, calls)

Terminate: E.0. 11821 expires on December 31.
Extend the expiration date of the executive_order:
1. with changes in crfteria, review procedures

2. as is, to allow task force review based on fuller
accumulation of evidence on effectiveness (trial period
has been too short)

Expand the scope of current IIS to require agency inspection
of existing major regulations and analysis of their economic
impacts. This could include expansion of intervenor authority
so that independent Federal intervenor could petition agency
to review the economic impact of major existing regulation as
well as proposed regulations.

Legislate a requirement that agencies analyze the economic impact
of major proposed regulations. Such a legislated requirement
would: (ag cover the independent regulatory agencies, and (b)
permit court review of agency regulations vis-a-vis their
economic impact.
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Rely on individual agency reform initiatives to insure considera-
tion of the economic effects of agency rulemaking (e.g., EPA's
efforts to get interagency review of proposed regulations, D.0.T.
Secretary's open meetings to solicit public views, and HEW's
action on wider dissemination of information on proposed regula-
tions, beyond just Federal Register).







APPENDIX E:

SUMMARY COMPARISON OF THE IIS PROGRAM AND
THE ENVIRONMENTAL IMPACT STATEMENT (EIS) PROGRAM



WP,

Compared to the IIS program, more Federal agencies are
required to prepare EISs for a wider range of legislative and
administrative actions. Section 102 of the National Environmental
Policy Act (NEPA) requires the participation in the EIS program
‘of all Federal agencies proposing legislation and other major ’
actions "significantly affecting the quality of the human environ-
ment". EPA voluntarily participates in the program, déspite several
court rulings acknowledging the satisfaction of NEPA requirements
with analyses prepared under separate EPA statutes. Executive
Ordér i1821 constitutes the principal authority for the IIS
prdgram, and the independent agencies have chosen not participate
in the absence of a legislative requirement.

The scope of the IIS is furﬁher limited in the type of
Federal actions covered. OMB Circular A-107 limits the IIS
requirements to "major proposals for legislation and for the

promulgation of rules or regulations". NEPA's requirement covers

-new and continuing projects and programs. This latter category

includes Federal contracts, grants, subsidies, loans, leases,
permits, and licenses. Although NEPA and the associated Executive

Order 11514 require the evaluation of ongoing programs having


















APPENDIX F:

AGENCY COMMENTS ON IIS PROGRAM

CWPS/OMB Memorandum Soliciting Agency Views on
IIS Program

Responses to CWPS/OMB Questions ;

Comments on This Evaluation Report



TO

FROM

SUBJECT:

OPTIONAL FORM NO, 10O
JULY 1873 EOITION
GSA FPMR (41 CFR) 101.11.8

UNITED STATES GOVERNMENT
Memorandum

paTE: August 6, 1976

James C. Miller III, Assistant Director
Government Operations and Research
Council on Wage and Price Stability

Stanley E. Morris, Deputy Associate Director
Economics and Government Management Division
Office of Management and Budget

Inflation Impact Statement Evaluation

As you know, Executive Order 11821, requiring Inflation Impact State-
ments (IIS's), expires on December 31, 1976. The Economic Policy Board
has asked the Council on Wage and Price Stability and the Office of
Management and Budget to evaluate the IIS program and, on the basis of
this evaluation, to submit recommendations this fall to be presented to
the President. :

We have begun to examine the program with regard to several issues, in-
cluding the impact of the program on agency decisionmaking, the analyti-
cal quality of the statements, resource demands, and possible future
directions and alternatives. As part of our evaluation effort, we
placed the attached notice in the August 3rd Federal Register requesting
comments from interested individuals and organizations on a number of
IIS issues by August 30th. e '

For obvious reasons, a key input into our evaluation would be your
personal appraisal of the effectiveness of the program. Overall, we
would like to know, based on your experience, what the program's major
problems and benefits have been, whether the IIS requirement should be
continued, and what improvements or alternatives you would recommend.
Your comments on the effect of 1IS's on agency decisionmaking would be
especially useful. .

So that we may have an opportunity to make full use of your thoughts,
please give us your written comments (including, if possible, specific
responses to the questions listed in the Federal Register notice) by
August 20th. Subsequently, we hope to visTt a number of agency heads to
discuss the program, but would first like to receive the benefits of
your personal comments.

Attachment .
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"DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON. D. €. 20250

B - .- -..August 25,. 1976 - - . -

SUBJECT: Inflation Impact Statement Evaluation

TO: Thomas D. Hopkins, Deputy Assistant Director
: Government Operations and Research
Council on Wage and Price Stability

1

This memorandum is an evaluation summary of the Inflation Impact -
Statement program in response to the notice published in the Federal
Register on August 3, 1976. : i

1. Quality of IIS analyses. There has been improvement in
quality, particularly on the part of some agencies in the Department.
Quality depends upon the analytical tools and expertise of the agencies
involved. As time progresses, all agencies should make improvements in
these areas regardless of the IIS program.

2. Analysis of important legislative and regulatory proposals.
The existing criteria thresholds result in all important legislative
and regulatory proposals being analyzed as well as far too many of
minor importance. The result is that some agencies allege that they
cannot place the necessary emphasis on some of the more important
issues.

3. Availability of IIS analyses. Analyses are available to
the public in accordance with existing rules and regulations. Outside
of a few requests by Congressional staff members and several public
interest groups, only a few other requests are known to have been
made. The fact that the analyses may be subject to outside scrutiny
may have affected the types of alternative actions considered and
analyzed. ‘

4. TImpact on drafting new legislation and implementing new
regulations. Very Iittle. To date, only minor delays have been
encountered. However, filing a complete IIS with the CWPS for new
rule or regulation proposals would create several serious problems
resulting in delays including increased demands on analysts and
clerical staff for preparation and review of the document, and possible
lack of expertise in some agencies to produce the details CWPS might
desire. We believe this directive should be rescinded.




Thomas D. Hopkins : 2

5. Impact on quality of legislative proposals and regulatory
decisionmaking. The impact has been negligible. In most cases the
Department had previously placed considerable emphasis on economic
and budgetary analyses of new legislation and rule and regulatory
changes.

6. Costs of IIS program. The program has been carried out
with existing resources and drawing-on technical support from within
the Department. Any move to expand reporting or other requirements
would meet considerable resistance. .

7. Alternatives to the IIS program. Since economic conditions
have changed considerably since implementation of the IIS program,
it appears that the original objective has also been drastically
altered. If the current objective is to improve the decisionmaking
capabilities of program administrators and their staffs, then reliance
should be placed on the more conventional and effective means of
evaluation.

8. It is recommended that the IIS program be terminated as soon
as possible. v

. ..

/
o cedl oy W
J. DAWSON AHALT

Staff Economist



UNITED STATES DEPARTMENT OF AGRICULTURE
ECONOMIC RESFARCH SERVICE
WASHINGTON, D.C. 20250

Office of the Administrator

August 27, 1976

SUBJECT: Inflation Impact Statement Evaluation
TO: James C. Miller III, Assistant Director
Government Operations and Research
Council on Wage and Price Stability

Stanley E. Morris, Deputy Associate Director
Economics and Government Management Division
Office of Management and Budget -

Reference your memorandum of August 6, 1975. Your request
was also sent to Dawson Ahalt, see response attached.

His response was based on staff work done in this agency
while I was out of the office. I have discussed the
matter with those involved and I am satisfied that I

have nothing additional to contribute to the evaluation.

GARY C. AYLo‘x/
Assistant Depdty Administrator

Attachment

i
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UNITED STATES GOVERNMENT US. CIVIL SERVICE COMMISSION

Memorandum

Subject: Inflation Impact Statement Evaluation . Do’eAU[J

i1u 19/0

. | /{ZZZ::,{'//:@L%U“*‘ lg - ' ' jlﬂ Reply Rff.er To:
O

From: Walter L. Townsend, Acting Chief

.0ffice of Policy Analysis and Coordination ‘ Your Reference:

To: James C. Miller III, Assistant Director .
Government Operations and Research
Council on Wage and Price Stability

and

Stanley E. Morris, Depty Associate Director
Economics and Government Management -Division
- Office of Management and Budget

This is my response to your request for my comments on the Inflation
Impact Statement program. I am following the format listed in the
Federal Register Notice.

l. Quality of IIS analyses.

The Civil Service Commission has not yet identified a proposal as
major so no IIS analysis has been done. :

2. Are all important legislative and regulatory proposals being analyzed?

Within the Civil Service Commission, the heads of bureaus and
offices that orginate regulatory and legislative proposals are
responsible for including in the developmental process questions

which would identify proposals as being within/without the criteria

for identifying major proposals.
3. Should IIS analyses be made available for public inspection? etc.

Where a proposal is identified as major and an analysis is made,
it seems fair to allow the interests that would be affected by
the proposal to read it and to offer counter positions. I am
certain that the knowledge that an IIS might be made public
would tend to improve its quality.

Keep FEreedom in Your Future With U.S. Savings Bonds

s FORM 631
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8.

What impact; if ﬁny, has the IIS program had on the process of
drafting legislation and developing and implementing new
regulations?

No delay or other constraining influence has been blamed upon
the IIS program. . ;
What impact, if any, has the IIS program had on the quality of
legislative proposals and regulatory decision-making?

The tendency of the IIS requirements are to force a widening of
the range of proposal alternatives to develop the best compromise

between the policy objectives and inflation impact.

What are the direct costs of the IIS program over and above those
expenses government agencies would have otherwise incurred?

Direct costs attributable to the IIS program have been minimal
and have not been measured.

What alternatives to the IIS program exist for improving the
quality of legislative proposals and regulatory decision-making?

There is no mandatory alternative to the IIS program that is
applicable to the Civil Service Commission.

What should be the future of the IIS program?

The IIS program should be extended in its present form. The
requirements of the program are such that agencies must perform
the analyses only for those agency actions which would have
significant cost impact on some public. The screening process

which agencies must use to determine what proposals, if any, meet '

the criteria for major proposals forces a wider, longer look at
the costs and the cost/benefit ratio of proposals and their
possible components.

T 3



-]——7“',5.—, UNITED STATES BDEPARTMENT OF COMIVIERC
el The Assistant Secretary for Pglicy
Washington, D.C. 20230 -

AUG 2 51976

-

MEMORANDUM FOR James C. Miller III, Assistant Director '
Government Operations and Research
Council on Wage and Price Stability

Stanley E. Morris, Deputy Associate Director
Economics and Government Management Division
Office of Management and Budget
From: Robert-S. Milliganl® v
Deputy Assistant Secretary for
Policy Development and Coordination

Subject: 1Inflation Impact Statement Evaluation

The following remarks were proposed in response to your
request for comments to assist in evaluating the Inflation
Impact Statements' program.

.

Géneral Comments

The Department of Commerce is unable at this time to respond
to all of the questions raised because of the short deadline;
however, we do have some general observations:.

(1) The Inflation Impact Statement (IIS) program's major
problem is a present lack of understanding of what the
program was intended to accomplish. TInitially, it was
a program to screen regulations and legislative proposals
to make sure there was adequate information presented to
evaluate inflationary impact. After some months OMB and
CWPS indicated informally that there should be full-scale
economic analyses of all these proposed regulations and
legislation. This shift in the program was clearly not
implemented by most agencies since the original OMB order
did not allow personnel to be assigned to carry out or
coordinate the IIS program. This attempt to increase
output with no increased input has led to little, if any,
gain. -

(2) The IIS program should be continued. The Environmental
Protection Agency (EPA) is explicitly exempted from having
to prepare Environment Impact Statements (EIS's) in

1%



(3)

(4)

connection with the development of regulations under both
the Clean Air Act and the Federal Water Pollution Control
Act with minor exceptions. Although EPA had volunteered

to prepare environmental assessments for proposed major
regulatory actions, it has been lax in doing so. Currently,
the only means for assessing the economic impacts of EPA's
proposed legislative and regulatory actions is the require-
ment to prepare IIS's pursuant to Executive Order No. 11821.

Specifiérguidelinés'dealing with techniques and coverage
have not been provided. We believe that guidelines such
as those promulgated by the Council on Environmental

Quality for Environmental Impact Statements (EIS) would
"ensure uniform application. In particular, any guidelines

should require that development of the IIS begin at an
early stage of regulatory development and the two paths
be coincident. This would assure early and continuing
cost assessments as a regulation was being developed.

More public awareness of and participation in -the IIS
process would promote better understanding of the cost of
a particular regulation.

Imbroved.guidelines along the lines of those récommended

above would enable decisionmakers and the public alike to arrive
at a better. understanding of the potential impacts of the
proposed action on the quality of the total human environment.

Specific Comments

The following comments are directed to the eight questions

contained in the IIS program announcement printed in the
Federal Register, August 3, 1976:

(1)

(2)

The first question concerns the quality of the IIS analyses.
We do not believe that these analyses are of a uniformly
high quality in terms of cost-benefit comparisons and
appropriate alternatives. This may be due to the fact that,
in many cases, economic analyses are called for which
agencies may not have sufficient personnel resources to
provide. We have had only one IIS analysis, relating to ,
the Patent Reform Legislation, and it was of good quality.

As concerns the thlrd question, we have no objection to
making inflation impact statements available to the public.
In fact, such an action may have positive benefits in
increasing public awareness of the consequences of
legislative and administrative actions. However, this
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represents a policy shift away from the role of an
executive branch information collection device toward a
full-scale economic impact report program. Much of the
information prepared for the former type of program is
already carried out in response to public and/or
Congressional inquiries.
(3) Our general observations concerning questions four and

five would be that a possibility exists that the IIS

. program .may have a dampening effect on innovative or
creative governmental policies. Where major new program
initiatives are concerned, the complicated and time-
consuming analyses which may be required could cause
considerable delays in implementing timely responses to
social problems. The Patent Reform IIS effort resulted
in some delays, but primarily consisted of reassembly of
information prepared during the legislative development
process.

Finally, if the IIS program is to be extended, we suggest
that serious consideration be given to accommodating changes in
personnel ceilings to enable thorough analysis and review.



_OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE .
WASHINGTON, D.C. 20301 ’

- ' AUG 18 1578

COMPT ROLLER

(Program/Budget)

MEMORANDUM FOR: James C. Miller III, Assistant Director
' Government Operations and Research
_. Council on Wage and Price Stability

Stanley E. Morris, Deputy Associate Director
Economics and Government Management Division
- Office of Management and Budget

SUBJECT: Inflation Impact Statement Evaluation

This is in response to your memorandum of August 6, 1976 in which you
requested a personal appraisal of the effectiveness of the inflation *
impact statement program.

Executive Order No. 11821 sought to make everycne in the position of
proposing legislation or rules and regulations more conscious of the
direct and indirect costs imposed upon the public by a specific actionm.
The order was sound in principle but difficult to implement and more
difficult to enforce because of the lack of specificity in the guidelines.

The Department of Defense participated in all the workshops and estab-

* lished specific criteria for inflation impact statements to comply with
OMB Circular A-107. However, since virtually all major DoD proposals
for legislation are screened through the normal budget review process,
no inflation impact statements have been prepared.

The mission of the Department of Defense is to provide for the security
of the United States. Therefore, inflation considerations cannot be
controlling, or indeed, examined independent of requirements stemming
from our national security objectives. However, we are committed to
every means of halting inflation short of reducing readiness posture.
All practical means and measures will be used to minimize or avoid
actions which contribute to inflation.

As you know, Defense legislation enacted annually by the Congress caps

 several months of joint Congressional/DoD/OMB examination and review of
Defense budget elements and priorities. It is during this process that
the alternatives and least costly way of achieving the same benefits
must be explored.




For these reasons, vwe recormend that consideration be given to the
exemption of the Department of Defense from the provisions of Executive
Order 11821 should it be continued beyond December 31, 1¢76.

FeRr 4liffora J. Miller
Deputy Comptroller for Plans and Systems
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UNITED STATES -
ENERGY RESEARCH AND DEVELGPMENT ADMINISTRATION
WASHINGTON, D.C. 20545

August 18, 1976

MEMORANDUM
TO: James C. Miller ITI, Assistant Director
: . Government Operations and Research
Council on Wage and Price Stability

FROM: Emil L. Ne s{))tlx,kAssistant Director for Economic
. Analysis

Office of Planning, Analysis, and Evaluation
SUBJECT: Inflation Impact Statement Evaluation

Your memorandum of August 6, 1976 asked for my personal appraisal of
the effectiveness of the IIS program and my views on its continuation.

For a variety of reasons the program has not been effective, and I do
not believe that it should be continued in its present form. The
analysis performed has had little effect on decisionmaking in ERDA

and the other energy agencies. Price increases in energy products

have been evaluated by several additional criteria relating, for
example, to conservation, environmental quality, and expansion of
supply. These generally were judged more significant than inflationary
effects due to energy price increases.

At the same time, this variety of policy objectives could, in principle,
be considered in a systematic analysis where inflationary impacts are
given proper weights and are duly evaluated with the others. This
requires at least two major guidelines: first a proper definition of
policy priorities, and second, a prescribed system of analysis for
relatively uniform assessment of effects. The separate agencies are
not equipped to develop these guidelines, and furthermore they should
be centrally directed by OMB and the Council.

More specifically, in assessing inflationary impacts, there needs to be
a. systematic analytical methodology to measure price increases and
inflationary forces in a limited specific area and to study their
broader influences via general price and economic indicators. The
econometric models and other analytical tools necessary to conduct
such studies ought to be available through the Council of Economic
Advisors, the CWPS or OMB. Without this type of systematic study,

the IIS program cannot provide decisionmakers the analysis necessary

to give proper weight to price and inflationary impacts.









legislated economic impact analyses, and hence inflationary
impact analyses, of the particular programs that it has
implemented over the last year. These programs invariably
require the promulgation of new regulations or the altering

of old regulations. Because of this evolution, it is very
hard to determine whether the IIS Program or the Congressional
mandate has been responsible for the greater involvement of
economic analysis in FEA's decision making process. In
general, however, I feel that in the face of the Congressional
mandates, the IIS Program with respect to FEA is not needed.

Specific Comments :

1. Quality of Analysis. There has been an improve-
ment over time in the quality of the analyses
mainly because of greater allocation of professional
resources and greater awareness on the part of FEA
of the importance of providing such analyses.

2. Are all important legislative and regulatory pro-
posals being analyzed? By and large, yes. It
anything, the criteria for major proposals are
set at too low a level.

3. Should IIS analyses be made available for public
inspection? Certainly.

4. What impact, if any, has the IIS program had on
the process of drafting legislation and of develop-
ing and implementing new regulations? None on the
process of drafting legislation (whether by the
Administration or Congress), and marginal on develop-
ing and implementing new regulations, since these are
usually mandated by statutes. The main impact has
been on amendments to regulations.

5. Impact on quality of agency legislative proposals

and regulatory decision-making. Marginal. The FEA

is very conscious of price impacts of regulation
development for reasons other than Executive Order 11821.

6. Direct Costs of the IIS. At present, it is requiring
from 6-7 professionals in the Office of Economic
Impact Analysis. The trend indicates need for more.

ey
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General

-

Alternatives to the IIS Program. The price and cost
Impacts of proposals can easily be made an integral
part of program justification. There is no need to
have separate IIS analyses. The need for economic
analysis in program justification is more or less
met by the current requirement to provide environ-
mental impact statements. Elimination of a separate
I1IS would streamline and reduce cost of program
analysis and evaluation.

The IIS Program should be terminated.

Comments:

1.

"Inflationary Impact' should be changed to '"'Price
and Cost Impact." The current terminology is a
misnomer.

Legislative proposals coming out of Congress should
also be analyzed for price and cost impact. Indeed,
this is more important than analyzing regulations
mandated by statute.



FEDERAL 'ENERGY ADMINISTRATION
' . WASHINGTON, D.C. 20461
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Mr. James C. Miller, III

Assistant Director

Government Operations and Research
Council on Wage and Price Stability
726 Jackson Place, N.W.

Washington, D.C. 20506

Dear Jim:

Thank you for your communication of August 30, 1976, concern-
ing Mr. Zarb's reported remarks about the Inflationary Impact
Evaluation Program. The following are some reflections on
the program which I offer in the hope that we may continue
our dialogue:

1.7 As you know, FEA administers a complex body of regula-

tions necessitating frequent changes in them. Almost every
one of these undergoes an Inflationary Impact Evaluation. In
the first six months of calendar year 1976, there were about -
40 such evaluations. Although most of these were non-major,
almost all had to be analyzed, since the determination of

whether a particular change 1n the regulations is or is not
major requires practically the same basic analysis. Conse-
quently, this work has absorbed the efforts of about five
professionals in this office. The burden of these analyses
can, of course, be judged only in relation to the overall
resource availability of the Office of Economic Impact Analysis,
and to the net benefits derived from this allocation of pro-
fessional resources. ‘ :

2. We have been aware that piecemeal evaluation of regula-
tion changes may possibly mask the impact of the totality of
changes over a period of time. I do not know how this problem
can be solved, but it is in-my judgment one that needs to be
addressed by you, as well as by the individual governmental
agencies. '
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3. I am certainly in agreement with you that a wider inter-
pretation of-the Inflationary Impact Evaluation Program 1is
appropriate, namely, that a benefit-cost analysis of a par-
ticular action or change in the regulations is called for
rather than an analysis of price impact. Parenthetically,
"inflationary" impact is perhaps a misnomer, since it is
relative prices (and costs) that are relevant, rather than
absolute price changes, which are essentially monetary
phenomena. If this view is correct, then it follows that an
Inflationary Impact Evaluation analysis merges into Program
Evaluation and Environmental Impact Analyses which are more
elaborate and more deliberate. So long as this is not
realized, the tendency to regard Inflationary Impact Evalua-.
tions as superfluous and duplicative work will persist.

4. I am sure you realize that the history of Executive Order
11821 does contribute to an over-emphasis on price impact in
the short-run and less emphasis on long-run impacts on output
and efficiency--both of which are very hard to measure. This,
coupled with the widespread notion that the purpose of the
Mandatory Price and Allocation Regulations is to keep price
from rising, gives rise to a bias against changes that produce
price increases in the short-run.

5. I also agree that aggregative simulation models are
generally not appropriate from predicting price effects of
deregulation. A principal impetus for this type of approach,
however, is inherent in some of the recent legislation which
places emphasis on employment, GNP, price level and distribu-
tion effects. I would welcome any opportunity to discuss with
you how we may cope with these legislative demands.

Sincerely yours,

/)

/’/
Alvin A. Cook, Jr.
s Deputy Assistant Administrator

for Economic Impact Analysis
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OFFICE OF
PLANNING AND MANAGEMENT

Mr, James C. Miller, III '
Assistant Director

Government Operations and Research

Council on Wage and Price Stability

Washington, D.C. _ 20506

Dear M})ﬂﬂﬁ?‘o”’

This letter is in response to your request for comments on the
Inflation Impact Statement (IIS) program, as part of the current
review of the program. These comments reflect Paul Brands!
and Roy Gamse's feelings about the program as well as my own.

By and large we think the IIS program as it has affected EPA has
been reasonable and successful. I think we were better prepared
for it as a result of the economic analysis we were already doing
as required by our legislation or on our own initiative. I under-

. stand though that some other agencies are not as far along as EPA
in doing economic analysis. I think therefore that a temporary
extension of the program until all agencies are doing adequate
economic analysis is reasonable; but once that point is reached,
the utility of the IIS progam will decline. Then I think that the IIS
program as a formal mechanism will be superfluous and it should
be ended, with adequate public participation and interagency review
of routinely performed economic analysis serving to protect the
public interest,

One issue which the Office of Management and Budget and the
Council on Wage and Price Stability have never adequately
addressed is the resource requirements of the IIS program. To
do extensive economic analysis sufficient for decision~-making
takes significant amounts of manpower and contract resources.
To be fully responsive to the IIS requirements takes even more. _
This requirement being placed on the agencies with no increase

in resources has squeezed us when we are already being squeezed
by the expanding program requirements of our legislation and
relatively fixed resource limits, It is no wonder that various
agencies and programs have been slow to fulfill the IIS require-
ments. If it is worth spending the resources to perform economic
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analyses and document them in the form of IIS's, then those
resources should be consciously allocated to do so. If the
program is not deemed to be worth the resources, then it
should be terminated.

Finally, as we have discussed before, there are definite limitations
_in the state-of-the-art of benefits estimation in the environmental
areas, as I suspect there are in other areas. While you and your
staff seem to have more appreciation for these limitations recently,
I still believe your expectations are too high concerning what benefits
information can be derived with available time and resources. I
hope that any future 1IS program will recognize these practical
limitations to this type of analysis rather than striving for a
theoretical but unrealizable ideal of what can be accomplished.

Sincerely,

/2

Alvin L. Alm
Assistant Administrator
for Planning and Management
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williem Lilley, III <«
Acting Director o
Council on Wage and Price Stability ::
726 Jackson Place, M.W. r
Washington D.C. 20506 <

Dear Mr. Lilley:

This is in response to your request for comments on the effectiveress
of the Inflation Impact program. While I have not attempted to canvass
the various HD¥ agencies to develop an official HEY positicn, this
appraisal reflects my vantage point as the official chiefly resovonsible
for Inflation Impact compliance within the Department. My conclusions
are, I believe, v1rtuallv 1dbnt a] to those reached hy FDA, wihlch has
responded seporately o yeur ‘reques ’
First, I would like to say that the prcgram haq\nut Wad a sionificant
impact on this Departient. It was originally our exg ectation” that very
few HEW regulations ord legislative proposals would in fact be "maior”
within the meaning of the Executive Order and OM3 Circular. Tais has
been confirmed by experience. Only five Inflaticn Impsct Statements
have been prepared by the DeoaLtmﬂnt,,ﬂll on roqnlatlona. Thls ouvicema
refiects the fact that HE7 is primarily a > ;ndan ratner than reculatincs
department. It was not, however, auLo:at¢»f" It wad only Lv est cablishing
clear, reasonable, and workable criteria for scr eening —- distinguishing
"major" from all other actions — that this resuit was achieved. Fnclosure
A illustrates some of th° issues involved, and demonstrates how important
it was to preserve some agency flexibility. The Inflation Imvact precess
could have become nlgnlv burdensome and litigious. That it did not was

due in large part to hard work and good will among CM3, CWPS and ERW

staff involved in setting up the details of the program.

As to the specific questions raised by your notice, I would respord as
follows: ‘

1. It is our belief that the HEW Inflation Impact Statements have
been of reasonable quality. Wo adverse comments have been

received from CWPS as a result of its reviews of the first three
of the five statements.

2. As far as we know all vroposals with major immacts have been
analyzed. In addition, in the case of FDA, a large number of
analyses have been voluntarily prepared on proposals with less
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than "major" impacts. Ve believe that several of the oresent
criteria for defining "major" are largely redundant to the hasic
cost criterion of $100 million, and that the basic cost critericn
is at the right level. We would strongly endorse keeping the
number and details of criteria to a minimum, ‘and preserving the
$100 million threshold. The requirement for prevaring formal
benefit=cost studies should be reserved for truly exceptional
cases.

We believe that the analyses should be public as a matter of prin-
ciple. All HEY analyses have been made available to the vublic.
Our analyses have, however, received little direct attention frem
the public.

The program has had little impact on the drafting of legislation
and regulations which have been proposed. Time delays have been
minimal. However, several possible proposals have been drowped,
or deferred pending analysis, because major cost impacts were
identified or suspected. No complete documentation .of this type
of indirect effect is available.

. In the cases in which an IIS was prepared, it has had little. ,-

influence on policy because either (a) the Department had little
or no discretion or (b) the proposal was cost-beneficial. It

should be remembered that in HEW, unlike many other agencies, the
degree of executive discretion is often quite limited by statute.

The additional costs of the program to HEW have been minimal, pro-
bably in the tens of thousands, rather than hundreds of thousands
of dollars. This was partly fortuitous, since the FDA, the agency
most severely impacted, had already decided to install an economic
analysis staff.

There are many alternatives to the IIS Program available. A number
of these are discussed in enclosure B. Most of these alternatives
are considerably less attractive than the present vrogram. Vith
respect to a legislative mandate, the enclosure demonstrates that
its details would be all important. Careless drafting and/or seem-

ingly innocuous requirements could imoose a disastrous and ineffectual

paper-work burden. For example, without restrictions to (a) major
and (b) off-budget costs the program would result in thousands of
benefit-cost studies for HEW alone.



8. Experience to date suggests that with respect to HEW prograrms, the
program could be either terminsted or extended in its present form
without serious repdrcussions.  Direct costs and benefits are both
low. It is, of course, possible that in some future HEW cass the
program would meke a substential contribution to better volicy.
Government-wide the equation may look very different and we would
defer to others' judgments. Certainly the program establishes an
important principle, and it appears that in a few cases it may well
have otrevented imposition of unwarranted cost burdens on the public.
Extension of the program to independent regulatory agencies would,
we assume, be both desirable and require legislation. FHowever,
unless the legislation met the criteria of enclosure B, we would
probably oopose it. I would also add that the title of the program
has always been misleading, since it imolies a focus on macroeconomic
effects rather than on microeconomic’effects. If the program is con-
tinued it might be better termed “consumer cost assessment" or some
equivalent.

Thank you for the opportunity to comment.

Sincerely,

L fibeane il
William A. Morrill

Assistant Secretary .for
Planning and Evalnation

.

‘ ~

cc: Stan Morris, OMB
Enclosures:

A. Extract from correspondence on HEW Inflation Impact Criteria
B. Approaches to the Efficient Requirement of Benefit-Cost Analysis

cneamcrnd
.






Justificetion for DHEV Deviations f:om O¥B Suagastions for
Tnilacion Tnooce Critoria

l. Time Cut~off

OMB is silent on the question of how far in Lbe future 1ma ts‘ccﬁld cccrr anc
still be conszidered inflationary. B suggests 5 ycars, on thé groundas that
any major impact not appearing within such a period would necessarily be
speculative. ThlS does not mean, of COUL,-, that analysis would cut oif

at five years for actions with a major i *mCL wvithin that period but

extending beyond it. . {

Probably the only practical consequence of thz change is to alert LEW D stefl, -

and provicie BEW a defensz, against allegetions of purely speculative

impacts. .

2. Size of HMarket Under Competiticn Criterion

HEW's earlier oLaft ueed $100 iillion as the market size Eelow which
aﬂul-COmp°tl‘1VC iupuct woula not be conside co C“n has écéépteé tbis

limit. ©Cn second thought HEW bcllGVGS that $1 billion would be more
consistent with the other‘criteria. This is becauce creation.of even
a seriously ronopolistic industry would be unlikely to cost ‘he concuner
more than (say) 10% in excess burden. Ten percent of §$1 b¢lllO“ woula

be $100 million, just the size of the other criteria.

We believe that the change haes little practical conscquence, not only
because there are likely to be nc HEW actions meeting thic criterion,

-

but also because even S1 billion is actually guite a small ennual “"narket™

3. Disaggregation and Reduction of the Cost 'fhrechold
OB endorses EEW's $100 million annual coct threshold, but then recommanc

that we sct & criterion of $75 million in o years in ony "sector®. Tl

Ia
ERS RS

R -
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is ta tumaunl tc making the threshold in annual cests $37.5 million for nost
HEW acéions. W preposes to retain o simple $109 million critericn,

effectively reduced, if OHE wishes, to $30 million by a supplemantary

provision of $180 million over two years. e

He belicve that our approach is preferable:

(a) Because in practice most actions wi}l impsct primarily on a sinsle
sector, the CGf sdggestion Jowsrs the de facto threshcld to orly cnz-
third of what we apparently both regard es majer, thereby rultltly*nﬁf
the nUﬁo;r of cases and LGQUlflng the devotion of excessive tim .
to small impacts under a process thch oucht Lcally to foc
on mglti-hundred million dollar items.

(b) $37.5 million is g0 small that an informgd'juégmenﬁ of, say, "$3J

mllllon 1lus or minus $ 10 million" would have to be followsd by & ubuév
.7

prov1n3 thaL we were below the cu* off. Sln prec1Q1on in such
estimates is extremely ulfflcult this would conaure substential
staff rccources in analyzirg actions which would not cross cven
the lowzr threshold.

(c) If we must identify precise sectors impzcted just to det mine if
our criteria are met this will substantislly compiicate analvsis.
Sectoral estimates and data are often much more difficult to citain
and manipulate than are national data, requiring, for exawple, use

;of input-output technigues to identify sectors affected. This 1is

-

partlcularly true -in the hurgn uetv1ce areas Vlth which EEW ceal

0

e - - .

e - e.g mosL nlgher c¢ucaL10n SL&tl»LlCS do. not olff@xentlute

. s ’
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d)

in prec1glon need

and aﬂenulc° from fu;uro crconlnq or opul

-

between private and public institwticns in the

be necessary for JnflatJonary impact analysic targeted to “le

-

of government”. f4hus, a requiremsnt for 01saggregation would

complicate the analysis considerably in many cases, over and
above the increascd coverage of the lower threshold and the i

eolely becavse of the lower Lh;CouO]d.

The OB suggestion would not only require &'manifold expansic

Actail which richt

vels

Nncreacge

£
N CL

staff analysis devoted to marginal ‘impacts, it would also prohlobly

destroy the basic lynch—pln of the BEW managerial approzch ——

use of informed staff judament by the hundreds of non-econom

ths

scattered through dozens of agencies and bureaus who aere responsible

for drafting regulations and legislation. Just to usz the lang

"economic sector" a@nd "4 digit SiC Code" would mzke the criter

usge cf

.

T
Y

L3

unintelligible to the very pacple we routinely rely on for staff

analysis.' Morcover, HEW 11y h*s no c] ative within exi

-staff reaourcLs for the °1role reason th: L phcc1uely becausze

we rarely have substantial industry cost 1a>_cts, “b have dev

sting

\J

alepec

few steff competent in such analysis throughout the Department.

Even.counting such a "hlgn impact" agency as FDA, the Departﬁent

as a whole probably has many tines the number of acticns, many

fewer major inflaztionary impacts, and fewer still econcmic analy

than, for instance, Interior or EPA.

We have had a similar problem under NEPA, and have handled it

primorily, but not very satisfactorily, by pre-screcening alil

actlon¢, for euCh o£ our 300 pxogxgmo, and excrnLlno whole pro

.-.' '.--\-._ . .

e ... R
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This alternative would, we assume, b2 as unsatisfactory to CiB as to
us for inflation impact. In sum, the seemingly innocuous cost
criterion suggestions of 0B would create the gravest problems

for ‘this Department's ebility to comply with the inflation

spact procedure, with no corresponding benefit.

4. Dmployment Threshold

For reasons ecsentially identical to the above, we have not disaggregated

the ecmployment threshold. We h“vh “however, Jowered the naticnal threshold
to .1%, one-half of the CM3 suggestion. Unlike the cost case, such a

substanticl reduction has no adverse practical congsequence for the

Department.

5. “Important” Supplies

o3 squQsLed thet BEN deal with supply shortages by Secreterial cdesignaticn

o

of vh1ch ser Vicoé'an mééex:élé are of the highé st " mwo**ance" 'a.é gi&és
insulin as an example. Instead, we propose in effect to‘assani that al
HEW type services and supplies are important, but to exempt

supply changes for which disruption would not occur. Our approach *s
superior for HEW ibecause:

(a) It‘would be virtually impossible politically and enalytically to
argue that any cf tens of thousands of health, welfare and
educaticn-related drugs, services, professions, etc. are not
importent. _ '

(b) The OHB apptoach \onld ims 1cLly require substantial staff werk and

SR : N . . .

-;*-}-a}.Sec:etuLlal de¢151nns, as. a cpdratc and t*m»—consuwlng exerc1s

on Lhe delallo of a c11tcr10n.
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(c) Acsuming thot HEW considered v11Ludlly anything important, the
3% supply chenge threshold wculd be violated reutinely in probably -
hundreds of coses without the LEW disruption threshold. Indeed,
failure to rerew individual arents for e.g., training orthopsdic-

specialized gym teachers would@ arguably coire under such a critericn.

(d) The “"disruption" pLovlcwon does in fect fecus on the basic intent,

and vhile not as unembiguous as a list is easy for steff to
grasp qualitatively and less ambiguous than soie euphemism such -

- as “all drugs necessery for human health®,
6. DBurden Shifts .
OB questions the BEW exclusion of "burden-shifting" as orpo*ed to "inflation-
causing" cost changes. While this issue is to come extent moot bsceuse the
exclusion of bucdgetary actions and service level changss would in n:a?ﬁice
eliminate virtually all such preposals, and while we are ;ﬂweJHML
unsure as to the esxtent of the disagrcement, we suspect that an izportant

principle is involved.

BEW is basically in the business of redistributing the burcens cf poverty, ¢

esrned 1ncowe, health, inflation, etc. To cover such acticns as major changss
in lic qngLC financing not affecting hospital cests significantly, hot affectirg
the benefits of millicns of persons, cculd be tantarount to changing the purgcse
and coveroge of the Executive Order from inflation to "social welfere". PBEw

weuld perforce be in the business of writina “social impact" ratirer than

" fe . e v, Ut PR 2 LU R
i e e ..,‘_..-_.Ar' S e s
* 3

. . - . -
'.o - . . " N N . ..
b .
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This would b2 a cource frdUﬂnt with danger, muddying the rclatively cleer

concept of increases in tot al cost to the nation as a whole. In this

connection, we'note that many Mdministration proposals, including tie
il1-fated Food Stamp regulations, the specific mix by inccme: class of
tax cuts propoced, and the proposed limit on Civil crv1ce salary increzses
were burden-shiftina hundreds of millions or billions of dollars, but were

never perceived as requiring Inflation Impact Statements.

AJ
]

OMB's staff comments say that regulation typically involves shifting a
cost from the governmant to consumers. Regulation much more typically
involves creation of a cost where none existed before (bru:e safety stzndards;
banning of DS, prohibitions on airline price competition, etc.). Moreober,
the government, or different levels of government, get L](lr funds from thz

o, th

U]

(]

sams consumstrs. When DEW proposes to abolizh a g““nt—lﬁ-alu pregr
direct impact on state and budgets is of great political muoment, but of
virtually no economic moment Lo consum since total taxes are likely to

be about the same

The esccntlal differcnce between increasing total costs to consum2rs versus
reducing costs to soine while incrcasing costs te others seems to us to be
an important one to preserve. Indoed, to provide one specific exarple, the
Mdministration proposed last year to reduce "first day" honltgl covarage

under Medicare, a benefit reducticn which if enacted would have tended to

reduce slightly unnccescary hospitalization. This proposal (which would

&

- have: bﬂon eycnnt bccausc it was; boLh a service r tion and a buo"ct -
. . _', - et . N c .,', . . ”_,_‘... X ; .
ploposal) would have savnd Lhe goveLnn'nt everal hunofcd mzlllon anﬁ”;'
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cost aged hospital users a slightly lesser amount, for a net sovirg of
costs. 1t is this type of proposal which we believe shculd not be covered ’
by the criteria. This would e especially important if the exéﬁption for
actions shown in the budget docs not stand up——and it is an exeﬁption
not diréctly stated in cither the Executive Order or the Circular.

We appreciate that the alternative concept —— "cost to eny group in
cxcess of ..." may b2 wore palateble politically.
This issuc may be overdrawn in the discussion above, end we have in any

i

event reworded the cection in dispute to attempt to Gefuse the problem.
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with no cut-off point. The IIS shall be distributed to
Members of Congress, and shall include an analysis of:
1. short and long-term effects of regulation on
inflation, real income, empléyment, and production
2. -the'costs likely to be incurred or the savings
likely to be realized in the budget.
It ié further stipulated that the IIS cover not only -

the fiscal year for which it is proposed, but for five fiscal

years afterwards (or the length of the program's authorization,

if less).
This bill died in the Senate Government Operations

LI

Committee.

H.R. 10568, introduced by Répresenative Mark Andrews, directs

OMB to prepare an inflation impact»statement for any legis-
lation, rule or regulation which, if implemented, would have
a "significant impact on the economy."

Federai agency, as used in this act, means "any agency,
department, corporation, establishment, or other entity of
the executive branch."

The IIS must 1nclude

1.  cost impact on consumers, bu51ness markets, and

federal and state governments

2. the proposal's effect on pr#ductivity



3. the-proposal‘s effect on business competition

4. the proposal's effect on supply

5. any unavoidablé adverse economic effects should
the proposal be implemented

6. any irreversible economic effects should the
proposal be implemented

7. alternatives to the proposal and comparative
economic impacts of same

The bill was referred to the House Government Operations

Committee where it died.

S. 2878, The Congressional Office of Regulatory Policy Act,

was introduced by Senator Jacob Javits. - Among other things,
the new Office of Regulatory Policy would review rules and
regulations jgsyed by federal agencies to determine any
benefits and/or possible adverse effects, and would then
recommend to the Congress whether or not a certain rule
should be overturned.

[In May 1976, the Senate Government Operationé Committee
held four days of hearings on this and several other bills
dealing with Congressional over51ght of regulatory agencies,
but no® action was taken. Any further 1mpetus w111 probably
be stymied untll the Committee completes its study of

regulatory reform, kue March 1. At this time, a spate of



s

new legislation implementing the proposals can be expected.
One of-the several task forces, Eramewdrk of Economic Regula-
tion, is addressing cost-benefit analysis.]

*H.R. 10587, introduced by Representative Garry Brown, requires

each agency to estimate total costs and benefits of each new
rule before it is adopted. The bill did not specify any limits
on the regulations to be considered, although Brown did declare
in his introductory remarks, "The legislation must be enacted
in a practical form, taking into consideration that some
programs would have a relatively minor impact and should not

- be required to submit such an. analysis.

The bill died in the House Judiciary Commmittee.

¥



new legislation implementing the proposals can be expected.
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- Legislation Requiring Economic Evaluation of
' Regulatory Impacts

Eegislation proposing generaltExecutive Branch responsibility:

CONSUMER COST EVALUATION ACT OF 1975 (H.R. 10321,

Mr. Thone, 12/1/75, Gov. Ops.) - To establish a national
policy for prevention of unreasonable or excessive costs
to consumers from government programs apd for priority
consideration of proposals that can be expected to
provide greater benefits in relation to costs to con-

- sumers, to require preparation of a consumer cost
assessment for proposals for legislation or regulations .
which may have a significant impact on costs to consumers. -

COMPETITION IMPROVEMENTS ACT OF 1975 (sS. 2028,

Mr. Kennedy, 6/6 & 6/26/75, Judiciary) - Sec. 4(b)(1l).
Each department and agency shall make detailed competitive
impact statement to accompany all proposals for
legislation (including public benefits to be derived from
proposed legislation).

REGULATORY REFORM ACT (S. 2792°, Mr. Fannin, 12/16/75,
Judiciary) - Makes every government agency demonstrate
to Congress that economic benefits of a proposed rule
or regulation exceed its anticipated costs to the
public (for both executive branch and independent
regulatory agencies). Also, requires House and Senate
to approve every major regulation proposed by agencies.

ECONOMIC ADJUSTMENT ASSISTANCE ACT OF 1975 (S. 612,

Mr. Pearson, 2/7/75, Gov. Ops.) - To regulate commerce
by establishing Economic Adjustment Administration to
reduce adverse economic impact on public of certain
Federal decisions. All Federal departments and agencies,
except regulatory agencies in performance of certain
functions prescribed by Administrator, shall prepaie
economic impact statement before implementing actions

resulting in significant adverse economic impact. 1If
Administration determines such proposed action adverse,
then department must set aside up to 10 percent of
amount appropriated to satisfy objectives of this act.
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REGULATORY REFORM ACT OF 1976 (S. 2812, Mr. Percy,
12/18/75, Gov. Ops., Rules, Admin.) = To reorganize the
Executive Branch of the Federal Government to eliminate
excessive, duplicative, inflationary, and anti-competitive
requlation. To require President, over period of 5 years,
to submit plan designed to eliminate unnecessary or
harmful regulation because such regulation has led to
inflationary consumer prices, reduction of competition

in providing important goods and services, and other
economic inefficiencies.

REGULATORY REVIEW ACT OF 1976 (S. 2903, Mr. Beall,
1/29/76, Gov. Ops.) - Requires all proposed Federal
rules or regulations be submitted to Congress 60 days
prior to their implementation. During that time, either
Senate or House may disapprover in whole or in part,
thus preventing proposal from going into effect.
Regulatory agency proposing rule must give Congress
estimate of costs to be incurred by Government, private
sector, and individuals, and its effect on interstate
commerce.
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Legislation proposing specific Executive Branch agency
responsibility:

OCCUPATIONAL SAFETY AND HEALTH REFORM ACT OF 1975
(H.R. 11094, Mr. Archer, 12/10/75, Educ. & Labor) =
Sec. 6(b) (2): Secretary shall not propose rule
promulgating new OH&S standard before: (1) reviewing
and publishing in Fed. Reg. the financial impact of
such proposal; and (2) determining that benefit
justifies proposal. Must also have statement that
financial benefits justify costs to be incurred.

Sec. 6(i)(1): Secretary shall prescribe as part of
each standard the estimated average and maximum cost
per unit to average employer subject to that standard.

BUDGET INFORMATION ALLOCATION ACT OF 1975 (H. R. 661,
Mr. Murphy, 1/14/75, Gov. Ops.) - To require the
President to include in budget transmitted to Congress
additional information showing regional impact of
budget proposals by State and Congressional districts.

TEMPORARY NATIONAL ECONOMIC COMMITTEE ACT OF 1975

Ts. 2724, Mr. Bayh, 12/1/75, Banking, Housing & Urban
Affairs, Commerce, the Judiciary, Labor & Public Welfare,
Gov. Ops., Finance) - The Committee shall make a full

and complete study and investigation of all of American
economy, including structure of Federal, State, and

local government finances and impact of government fiscal,
monetary, tax and regulatory policies upon structure

of national economy.

CONSUMER PRODUCT SAFETY COMMISSION IMPROVEMENTS ACT
OF 1975 (H.R. 6844, Mr. VanDeerlin, 6/24/75, Interstate
and Foreign Commerce) - In determining the effect of a
State or political subdivision requirement on inter-
state commerce the commission shall consider and make
appropriate findings on the technological and economic
feasibility of complying with such requirement, the
cost of complying..., the geographic distribution of

- the substance to which the requirement would apply, the
probability of other States or political subdivisions
applying for an exemption...for a similar requirement,
and the need for a national, uniform requirement under
this act for such a substance (or its packaging).




i C. Legislation proposing Congressional responsibility:

ECONOMIC IMPACT STATEMENT ACT OF 1975 (s. 1394,
. Mr. Beall, 4/9/75, Gov. Ops.) - Provides under the
ut Congressional Budget Act of 1974, that the requirement
o that the Director of the Congressional Budget Office
o include a cost estimate for each reported public bill
: and resolution be modified to require that such
estimates of costs be those which would be incurred
by the Federal Government, by State and local govern-
ments, and by non-governmental entities. (To amend
Sec. 403 of C.B. Act of 1974 to require cost estimates
of proposed legislation covering a 5-year period and
to include costs to be incurred by non-governmental
entities).

QQONOMICAEyPACT ACT (H.R. 8535, Mr. Whitehurst, 7/10/75,
Rules) - Requires the Director of the Congressional
Budget Office to prepare an economic impact statement
for each bill or joint resolution reported in the
Senate or the House of Representatives, each amendment
proposed on the floor of Congress, and each rule or
requlation proposed by any Federal agency. Provides
that such a statement shall cover the fiscal year in
which the bill or rule is proposed and each of the five
following fiscal years, or the authorized duration of
the bill's provisions, and shall analyze specific
economic and social factors.

Directs Federal agencies to provide all necessary
assistance to the Director in carrying out his duties
under this Act.

ECONOMIC IMPACT ACT OF 1975 (S. 1169, Mr. Humphrey,
3/12/75, Gov. Ops.) - To amend Congressional Budget

Act of 1974 to require Cong. Budget Office to prepare
economic impact statements in connection with legislation
reported by congressional committees and in connection
with rules and regs. proposed by Federal agencies.

i

1

B

B
-
gl
1

i

e L i ritts

INFLATIONARY IMPACT STATEMENT ACT OF 1975 (S. 15,

A Mr. bole, 1/15/75, Gov. Ops.) - To amend Congressional
£ Budget Act of 1974 to require Cong. Budget Office to
et prepare inflationary impact statements in connection

: with legislation reported by Senate or House committees.
(IIS covering fiscal year in which legislation is to
become effective and each of four fiscal years following
such FY.) ‘8
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TO AMEND LEGISLATIVE REORQANIZATION ACT (S. 2516,

Mr. Dole, 9/11/75 & 10/9/75, Gov. Ops.) - To provide
for further assistance to Senate Committees in con-
ducting evaluations of the efficiency and economy of
Federal Government programs and their operations. The
Comptroller General, in consultation with the CBO and
the Committee on Govt. Ops. of the Senate shall develop
and report to Senate on or before June 1, 1976, a
standard methodology, content, and format be used by
Senate Committees in evaluating government programs and
activities. Methodology is to assess total benefits
and costs of each program and shall include best
available techniques of quantifying identified costs
and benefits, along with other techniques for assessing
program efficiency and effectiveness.

TO AMEND LEGISLATIVE REQggANIZATION ACT OF 1970

(S. 2409, Bentsen, 9/11/75 & 9/24/75, Gov. Ops.) - To
require reports on proposed legislation (by Senate or
House) to contain statements of the reporting and
recordkeeping requirements which will be imposed in
private business as a result of enactments of such
proposed legislation.

TO AMEND RULE XIII OF RULES OF THE HOUSE (H.Res.33,
Ms. Holt, 1/14/75, Rules) - To require reports accom-
panying each bill or joint resolution of a public
character (except revenue measures) reported by a
committee to contain estimates of the costs, to both

public and nonpublic sectors, of carrying out the measure

reported.

TO AMEND RULES OF HOUSE OF REPS (H.Res.96, Mr. Talcott,
1/23/75, Rules) and (H.Res.288, Mr. McCollister,
3/11/75, Rules) - With respect to the estimated cost
to the public and nonpublic sectors of legisiation and
proposed administrative rulemaking.
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D. Legislation With Marginal References to Economic Evaluations

TRUTH IN SPENDING ACT OF 1975 (H.R. 7524, Archer, 6/3/75,
Rules) - To require that estimates for average cost for each
taxpaying family be included in all bills and resolutions
of a public character introduced and reported in the
Senate and House. (Amends Title IV of Congressional
Budget Act of 1974.) .

DEFENSE ECONOMIC ADJUSTMENT ACT (H.R. 7010, Bingham,
5/14/75, Armed Services, Educ. and Labor, Ways and

Means, Banking, Currency., Housing, Gov.) - To facilitate
economic adjustment of communities, industries, and workers
who may be substantially and seriously affected by
reductions in Defense contracts and facilities which

are undertaken to realign Defense expenditures with ;
broad national security requirements and to prevent .
ensuing dislocations from contributing to or exacer-
bating recessionary effects on these groups.

SOCIAL RESEARCH AND DEVELOPMENT OVERSIGHT ACT OF 1975
(S. 2766, Roth, 12/10/75, Gov. Ops.) - To establish
procedures for oversight of social research and
development by Federal agencies, to coordinate and
reduce duplication in social reserach and development
by Federal agencies. =

CLEAN AIR ACT AMENDMENTS (H.R. 10498, Rodgers, 10/31/75,
Interstate & Foreign Commerce) - An independent scienti-
fic review committee, appointed by the administrator,

shall advise the administrator of any adverse public
health, welfare, social, economic or energy effects

which may result from various strategies for attainment

and@ maintenance of such national ambient air quality
standards. <(Sec. 1l0a (2) (c)). Administrator shall S
conduct continuing evaluations ot potential loss or shifts
of employment which may result from issuance of any
requirements under this act...(Sec. 319 (a))-. The
standard of performance with respect to any air

pollutant emitted...reflects the degree of emission
reduction achievable through the application of the

best technological system of continuous emission
reduction... (taking into consideration the cost of
achieving such emission reduction...). (Sec. III).

CONSUMER PROTECTION ACT OF 1975 (S.200) - To establish
an agency for consumer protection in order to secure
within the Federal Government effective protection and
representation of the interests of consumers. Fundtions
include: 1. conducting economic surveys concernijg
needs, interests, and problems of consumers which are
not duplicative in significant degrees of similar

activities conducted by other Federal agencies; and

2. information gathering to discover substantial economic

injury to consumers.
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E. Laws Requiring Economic Evaluations of Regulatory Irpacts

DEFENSE PRODUCTION ACTS AMENDMENTS OF 1975 (P.L. 94-152) -
"in promulgating such standards and major rules and
regulations for implementation of such standards, the
Board shall take into account...the probable costs of
implementation, including inflationary effects, if any,
compared to probable benefits; including advantages and
improvements in pricing, administration, and settlement

of contract." -

RULE XI,§713(f) effective 1/3/75 (H.Res. 988, 93rd Congress)
— Amended Rules of the House of Reps. to require each )
report of a committee on each bill or joint resolution

of a public character reported by committee -to

contain detailed analytical statement as to whether
enactment of such a bill or joint resolution into law

may have inflationary impact on prices and costs in
operation of national economy.

ENERGY POLICY AND CONSERVATION ACT (P.L. 94-163) - Sec.
382(6) CAB, 1ICC, FMC, FPC, and FAA shall include in any
major regulatory action taken by each agency a statement
of probable impact of such major regulatory action on
energy efficiency and energy conservation.

FEDERAL ENERGY ADMINISTRATION ACT OF 1974 (P.L. 93-275)

— Sec. 18(a) in carrying out provisions of this act,
administrator shall...insure that potential economic
impacts of proposed regulatory and other actions are
evaluated and considered....(b)...develop analyses of
economic impact of various conservation measures on
states or significant sectors thereof, considering impact
on energy for fuel and energy as feed stock for industry;
(d) administrator, together with secretaries of Labor

& Commerce, shall monitor economic impact of any energy
actions taken by administrator, and shall provide
Congress with a report every 6 months on impact of
energy shortage and the administrator's actions in
employment and the economy.

CONGRESSIONAL BUDGET & IMPOUNDMENT"CONTROL ACT OF 1974
(P.L. 93-344) - The Committees on the Budget of the House
and Senate shall make continuing studies of the effect
on budget outlays of relevant existing and groposed
legislation and report results of such studies to the
House and Senate on a recurring basis.
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IETNAM ERA VETERANS ' READJUSTMENT ASSISTANCE ACT OF 1974

w
(P.L. 93-508, Dec. 3, 1974) - The V.A. a nistrator ]

shall measure and evaluate...the impact of all

programs authorized under this title, in order to
determine their effectiveness in achieving stated

goals in general, and in achieving such goals in relation
to their cost, their impact on related programs, and
their structure and mechanisms for delivery of services.

(Ssec. 213, 219).
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