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THE WHITE HOUSE
WASHINGTON

May 28, 1976
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MEMORANDUM FOR:

JIM CANNON

FROM:

STEVE McCONAHEYOG/ t

I

Attached is an advanced transcript of the remarks given by the
Vice President at the National Conference on Regulatory Reform
last Wednesday.
You will note that he prefaced his prepared remarks with a
brief discussion of government-to-government regulations, which
is a subject he termed "close to my heart. 11
As an initial step in launching our program, I believe it would
be useful for us to have a session with the Vice President, to
outline our program and get his thoughts and reaction. I am
attaching a copy of our memorandum for the President, which
you may wish to forward to the Vice President, along with the
suggestion that we meet with him.

Attachments

'

THE WHITE HOUSE
WASHINGTON

May 27, 1976

MEMORANDUM FOR:

THE PRESIDENT

FROM:

JAMES M. CANNON
JAMES T. LYNN

SUBJECT:

Government-to-Government Regulations
Reform Program

Attached to this memorandum is
related materials establishing
state ·and local governments of
regulations. This proposal is
request of May 7, 1976.

a plan of action and
a program to relieve
excessive Federal
in response to your

The proposed program includes the following key
elements:
•

Immediate attention focused on selected
priority problem areas, with initial reform results by September 1.

•

Consultation with and participation by
representative state, county and local
officials in the program, including the
final identification of program targets.

•

Initial focus on the three existing
block grant programs, which are experiencing gradual "recategorization" through
regulations.

•

Primary responsibility for program results
assigned to the department and agency heads,
who will be tasked with drafting and implementing individual agency action plans.

•

Joint Domestic Council/OMB oversight.

'
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The specifics of the program are outlined and
discussed in Tab A. The program will be under the
general direction of Steve !vlcConahey, your Special
Assistant for Intergovernmental Affairs, with dayto-day management of the program directed by Ray
Hanzlik, who ran the Domestic Council public
hearings last fall.
Tab B is a memorandum to the Cabinet outlining their
role and responsibilities in the program.
Tab C is a suggested list of Presidential actions in
support of the program. We recommend a briefing and
discussion of this effort occur at the next Cabinet
meeting.

APPROVE

DISAPPROVE

-------

COMMENT:

Attachments

,

.,

ATTACHMENT

A

GOVERNMENT-TO-GOVEfu~MENT

REGULATIONS

REFORM PROGRAM

This proposal sets forth a plan of action in response
to the President's request of May 7, 1976, to initiate
a program that will relieve state and local governments of excessive Federal administration regulations.
THE SITUATION
Two major themes of this Administration have been the
reduction of big government, and the return of more
authority to state and local governments. A number of
Presidential actions has given substance to these
themes, with the block grant proposals and support for
the re-enactment of general revenue sharing being prime
examples. Moreover, this commitment to rebalance the
relationship between the Federal government and state
and local governments has gained strong bi-partisan
support.
Unfortunately, the President's initiatives and reforms
in Federal assistance to state and local governments
are seriously undermined by the administrative regulations and procedures imposed on state and local officials
by Federal agencies. This problem is most acute in categorical grant programs, which represent eighty-percent
($48 of $60 billion) of the Federal aid that goes to
states and localities. However, evidence is also
available to suggest that the existing block grant
programs are becoming increasingly regulated by
administrative actions. Although some of these program regulations reflect a Congressional mandate, a
substantial number are administratively initiated.
The administrative and management burden imposed on
state and local governments by these regulations has
reached the point where it is now the primary intergovernmental issue for governors, mayors and county
officials.
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Evidence of the seriousness andurgency of this
problem has come from many sources. Testimony on
the subject by state and localofficials was heard
at each of the Domestic Council Public Forums held
last fall. Federal over-regulation and program
management were priority subjects discussed at the
February meeting of the National Governors Conference.
Secretary Simon, in his meetings with governors over
the past year, has collected extensive data supporting
this Federal imposition on state and local administrations. The Advisory Commission on Intergovernmental
Relations, the National Commission on Productivity,
the Federal Paperwork Commission, the National Science
Foundation, and Brookings have .studied this question
and urge remedial action. A~d, along with the professional literature, the media are giving this subject
increased attention.
The message from state and local officials can be
summarized essentially as follows: Many Federal administrative regulations promulgated by the departments
and agencies are inconsistent, unnecessarily restrictive,
overlapping, inflexible, insensitive to local needs,
and/or unnecessary. Their impact increases program
costs, compromises program benefits, complicates program administration, expands state and local bureaucracies, steals responsibility and decision-making
authority from state and local officials, and adds to
the beneficiaries' frustration and disillusionment with
government. As one Governor has stated:
"The best
thing the Federal Government could do to help state
and local government would be to get some of the regulations out of our hair and let us do the job."
Although the Administration is addressing the Federal
regulatory problem, the efforts to date have not focused
on government-to-government regulations. The focus of the
Agenda for Government Reform Act program, announced on
May 13, 1976, and the EPB task force effort to review
specific Federal program regulations in FEA and OSHA is
on the private sector and the general economy. Moreover,
the recent OMB proposal on management initiatives, though
including some aspects of regulatory reform, concentrates
on the control and oversight of the Washington bureaucracy.
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As a result, a major gap exists in the overall
regulatory reform effort. To fill this gap, a
Presidentially directed and White House coordinated
effort is required to attack the burdensome problem
of government-to-government regulations, thereby
committing action and resources to the President's
policy of restoring to state and local governments
their lost authority.
The time is ideal for Presidential action on this problem. The President's long-standing position against
unnecessary Federal requirements on state and local
governments is fully consistent with the sentiments of
the people and their local officials. The current
situation provides a ready-made opportunity to take
the initiative on this big government issue -- an issue
that impacts on the lives of most Americans and has contributed to the "anti-Washington" mood. Given the
supportive attitude that most governors, mayors and
county officials have for the President's intergovernmental policies, this opportunity affords a useful
tool to mobilize strong bi-partisan support from these
state and local leaders.
PROPOSED ACTION
In response to this situation, a joint White House-OMB
program is proposed to focus needed Presidential attention on the problems of Federal government-to-government
regulations. This program is designed to produce visible,
near-term· substantive results, while simultaneously instituting procedures to maintain a longer-term, comprehensive reform effort. Specifically, this effort is
aimed to accomplish threeobjectives:
1.

I

l
l

Implementation of reform measures for
a select number of regulatory problem
areas, identified as the most onerous for
state and local governments, and adaptable
to prompt administrative reform.

,
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2.

Establishment of uniform guidelines
within the Executive Branch for consultation, review and comment by
state and local officials concerning
proposed new regulations, and Secretarial review and analysis prior to
promulgation.

3.

Initiation of an on-going reform
program to emcompass additional
Federal assistance programs impacting on state and local governments.

The timing of this program and the availability of
resources, along with the uniqueness of the problem and
the constituency affected, dictate that the proposed
program incorporate several essential elements:
•

Primary responsibility for the program
should be placed within the agencies
building upon existing reform activities
and stimulating new efforts where none
exist; in both cases, agency resources
and administrative mechanisms will be
utilized. The creation of a new, ad hoc
program structure should be avoide~

•

White House leadership (jointly by the
Domestic Council and OMB) and coordination
throughout the program are required, especially to coordinate inter-agency efforts.

•

The program should complement and not
duplicate the other Administration regulatory reform efforts in progress: the task
force program under Paul MacAvoy's direction; the management improvement effort
initiated by Jim Lynn; the Agenda for
Government Reform program headed by Ed
Schmults.

•

Final identification and selection of
program targets must include inputs from
state and local officials, who could also
perform an on-going advisory role.
Consultations with members of Congress may
also be advisable at the appropriate time.

'
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PROGRAM. END-PRODUCTS
As planned, this effort will aim at achieving specific
improvements in Federal government-to-government regulations, including:
•

Reduction of grant application
paperwork and processing.

•

Simplification and elimination of
inconsistencies in planning requirements and documentation.

•

Elimination of unnecessary and/or
redundant reporting requirements.

•

Elimination of unnecessary mandates;
e.g., structural, service or organization requirements, not relating to
program performance.

•

Identification of legislative changes
necessary to achieve administrative
simplification.

PROGRAM TARGETS
The final selection of specific targets will in part be
determined through consultation with agency officials
and state and local government representatives. However,
at a minimum, four general target areas have been identified for initial attention:
1.

The Block Grant Programs.

There is growing evidence that existing block grants,
designed to provide state and local governments maximum
flexibility in the use of Federal funds, are being encumbered by administrative rules and procedures. One
frequently cited example is the reporting on Affirmative
Action/EEO compliance required by the CETA and LEAA block
grant programs; another is inconsistent rulings by
different agency regional offices through the ten Federal
regions. These programs are currently under study by
several organizations, including OMB, ACIR, Brookings and
the National Academy of Sciences, as well as the program
agencies. Results from these efforts will help determine
what changes in regulations and procedures are necessary.

'
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Three existing block grants to be studied under
this effort are:

2.

•

Omnibus Crime Control and Safe
Streets Act of 1968, administered
by the LEAA, Department of Justice.

•

Comprehensive Employment and
Training Act of 1973 (CETA),
administered by the Employment
and Training Administration,
Department of Labor.

•

Housing and Community Development
Act of 1974, administered by the
Department of Housing and Urban
Development.

Categorical Grant Programs.

The Federal categorical assistance programs for state
and local governments present a very broad target for
regulations reform, and the attention here will be
selective and limited in the initial program phase.
The breadth of this target, however, is partly offset
by the large percentage of programs administered by
one agency, the Department of Health, Education and
Welfare. Fortunately, HEW has recently initiated an
ambitious and comprehensive in-house regulatory reform
program aimed at programs considered most burdensome to
the states and localities.
In this case, the White
House program is designed to further energize the HEW
effort, perhaps giving added focus to one or two key
problem areas, and to activate similar programs in the
other Federal agencies. Within this target area, specific
elements of categorical programs may be selected for initial attention, such as planning requirements and plan
utilization, reporting requirements, and audit procedures.
And, some attention will be given to the simplification
of categorical programs where block grant legislation
has been proposed but not enacted (e.g., health, social
services, education.)

'

- 7 3.

Cross-Cutting Regulatory Problems.

Judging from comments and data available, one of
the regulatory problems most troublesome to the
states and localities is the inconsistencies and
overlap among regulations issued by different
Federal agencies. Several examples illustrate this
issue:
•

Guidelines differ across agencies
on the nature of public participation required in the development of
state plans necessary for Federal
funding.

•

Requirements imposed by Federal
agencies on a single jurisdiction
are in some cases duplicative,
uncoordinated and at times contradictory.

•

OMB and GSA Circulars establish uniform
standards for Federal management practices, vis-a-vis state and local jurisdictions. Yet in practice, Federal
rules, procedures and practices for
each program tend to evolve independently
and often at variance with the established
standards.

•

Agencies differ in their implementation
of the Uniform Relocation Assistance Act,
resulting in different assistance for
similar situations.

The effort in this area will focus on specific crosscutting regulatory problems in order to correct the
most serious duplications and inconsistencies.
4.

New Regulations Procedures.

The regulations problem area that arouses the most
criticism from state, county and local officials is the
lack of opportunity to comment on proposed Federal regulations and the lack of lead time to implement them. Moreover, some regulations do not receive a thorough Secretariallevel review prior to issuance. The practices for

,
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consulting and review of new regulations vary wid~ly,
both among and within agencies. There is near-unanimous
opinion that the established comment procedures for proposed new regulations are unevenly enforced, narrow in
jurisdiction (permits comment only by the major public
interest groups) , and inefficiently administered by the agencies.
Specific improvements will be sought through consistent
guidelines for Secretarial review and state and local
government consultation.
PROGRAM ORGANIZATION
The White House
..

Although the major responsib~lity for achieving the
objectives of this program will rest with the agencies,
visible and active White House leadership is essential
to:
•

Give the effort a clear Presidential
mandate.

•

Signal this mandate to the departments
and agencies.

•

Demonstrate to state and local officials
the priority and seriousness of the program.

•

Insure that the objectives are achieved in
a timely manner.

•

Provide coordination among the departments
and agencies.

White House oversight will be a joint Jim Lynn/Jim Cannon
responsibility, with general direction of the effort assigned to Special Assistant to the President for Intergovernmental Affairs, Steve McConahey and daily program
management provided by Ray Hanzlik of the Domestic Council. _
Limited staff support will be detailed from the participating agencies, as needed, and a budget of $10-25,000
from Domestic Council funds will be available for any
meeting, travel, consultant or related administrative
expenses.
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Management of the effort will involve monitoring of
progress, coordinating inter-agency efforts, bridging
specific ideas with state, county and local experience.
Specific corrective action will be reviewed by the
normal channels of the Domestic Council, OMB, and
other selected staff.
Office of Management and Budget
Program implementation is dependent on OMB program
co-sponsorship and assistance, particularly from the
management side of the organization. OMB will provide
several essential elements of this program:
o

Program expertise and analytical
capabilities needed to insure quality
control in program results.

o

Linkage, where necessary, with the
Federal intergovernmental field network,
including the Federal Regional Councils
and the Under Secretaries Group.

o

Jurisdiction and supervision of the A-85
Circular program, which is currently under
OMB review, and which will be an integral
part of the regulations comment procedures
established by this program.

o

Coordination with the new management initiatives program, which includes some regulatory
reform elements.

o

Reinforcement of the Presidential mandate
given this program, which would be viewed
skeptically by the Federal agencies and
by state and local officials without OMB
involvement.

A close, day-to-day working relationship between White
House program personnel and appropriate OMB staff will
be maintained throughout the reform effort.

,
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Federal Departments and Agencies
The heads of the departments and independent agencies
will be tasked with the responsibility of drafting and
implementing individual plans for agency regulations
reform, and with supporting the elements of the overall program involving cross-agency efforts. Each
department and agency head will be requested to appoint
a high-level subordinate, with direct access to the
Secretary or Administrator and with full authority to
direct and manage the agency program. These agency
program directors will collectively form a program
"working group" that will meet regularly with White
House and OMB program personnel to monitor and guide
the progress of the overall ~ffort.
Advisory Resources
To insure an effective link between this effort and
(a) state, county and local officials, as well as
(b) White House policy, two advisory groups will be
utilized:
A.

The New Coalition

Key to the acceptance and success of this program
is direct involvement by state, county and local officials. The New Coalition, a group of representative
governors, mayors, county executives and state legislators (formed to provide coordinated response to
intergovernmental and programmatic issues) provides
an important source of ideas and advice for this effort.
(Governor Bob Ray of Iowa is its current Chairman.)
This group can assist in the identification of priority
problem areas and suggest workable reforms.
It
will be called upon periodically to help select targets
and provide reactions to possible improvements.
B.

White House/OMB Advisory Group

An ad hoc advisory group within the White House,
formed toprovide policy guidance for the program, and
to act as a coordinative group vis-a-vis related projects
and efforts, will be convened periodically. Members of
the group will consist of representatives from the Domestic
Council, OMB, and other selected White House staff units.

'
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On occasion, the Advisory Corrunission on Intergovernmental Affairs, the Productivity Commission, and other
outside resources may be of advisory assistance.
TIMETABLE FOR ACTION
The program will be implemented in three phases. Phase
I is the period between now and June 30, during which:
•

The Cabinet will be briefed, agency
resources assigned to the program,
and individual agency plans of action
drafted and reviewed.

•

Specific program targets will be
identified and selected; initial consultation with the New Coalition and
other advisory groups will also occur
during this period.

•

Working plans will be drafted for
updating procedures for regulation
comment and review.

•

Inter-agency groups will be organized
as needed to attack high-priority crossagency regulations.

Phase II begins with the implementation of the individual
agency reform plans and will run through the remainder of
the year.
Initial results of this phase should begin appearing by September 1.
Phase III, which will begin sometime during Phase II,
will focus on expanding this effort to other programs
and instituting the improved procedures for the review
of new program regulations prior to their issuance.

'

•.

.·

ATTACHMENT B

MEMORANDUM FOR:

THE HONORABLE
Secretary of· ------------~-------------------~----------------------

FROM:

JAMES T. CONNOR

SUBJECT:

Government-to-Government Regulations
Reform Program

The President has directed the implementation of a
program aimed at relieving state and local governments
of the growing burden of excessive Federal public assistance program regulations. This effort is an important
and integral part of the President's overall regulatory
reform program.
It is designed to support and build
upon the individual departmental and agency reform programs already underway, providing central coordination
and integration of the overall effort. The program has
three stated objectives:
l.

Implementation of reform measures for
a select number of regulatory problem
areas, identified as the most onerous
for state and local governments, and
adaptable to prompt administrative reform.

2.

Establishment of uniform guidelines
within the Executive Branch for consultation, review and comment by
state and local officials concerning
proposed new regulations, and Secretarial review and analysis prior to
promulgation.

3.

Initiation of an on-going reform
program to encompass additional Federal
assistance programs impacting on state
and local governments.

'
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Attached as Tab A is the plan outlining this effort,
which includes the following key elements:
•

Primary responsibility for program
results to rest with the department
and agency heads,who are tasked with
drafting and implementing individual
agency plans.

•

I~~ediate attention to focus on
selected priority problem areas,
with initial reform results by
September 1.

•

Program targets to include regulations
and procedures for the existing block
grants, selected categorical programs,
and procedures for comment and review
of new regulations.

•

Consultation with and participation by
representative state, county and local
government officials in the program.

•

Joint Domestic Council/OMB program
management and oversight.

The President has requested full support and participation
by members of the Cabinet and heads of the independent
agencies in this effort, and specifically requests the
following actions be taken:
l.

Appointment of a high-level subordinate
with .direct access to the department
heads, to act as the departmental contact with the White House management
group and as the in-house program
director.

2.

Preparation of a departmental plan of
action based on the guidelines outlined
in the attached plan and provided by
the ~Vhi te House management group in a
meeting scheduled for
Plans should be ready for review by

'
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Commitment of sufficient personnel
and resources to insure substantive
reforms in the selected target areas,
with initial results evident by
September 1, 1976.

The President recognizes the differences in program
administration and regulatory practices among the
various departments and agencies, and thus is giving
maximum responsibility· to agency heads to design and
implement efforts tailored to individual agency requirements. White House oversight will provide
necessary program coordination, inter-agency cooperation and policy guidance.
White House oversight will be a joint Jim Lynn/Jim
Cannon responsibility, with general direction of the
effort assigned to Special Assistant to the President
for Intergovernmental Affairs, Steve McConahey, and
daily program management provided by Ray Hanzlik of
the Domestic Council.

'
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ATTACHMENT C

..

PRESIDENTIAL ACTIVITIES

Date

Event/Location

Presidential
Action

Reason

Media
Activity

Cabinet Meeting
(Cabinet Room)

Briefing on
Regulatory Reform
Program

Kick-off
effort

Possible Press
briefing

Mid-to-late
June

Major Speaking
Forum (Before
State Legislature or similar
body)

Speech on
Big Government

Publicize
Regulatory
Reform effort

Full Coverage

June

Meeting of New
Coalition
(White House)

Discussion
session with
group

·Signal priority
of effort to
state and local
governments

Press Conference
by New Coalition

'
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and whispereq in his ear.
There is a roll call .
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I am Ito tally in agre:ement ,,Ti th you, rand that when
you are ·talking about somethin1g ten years from now 1 there
isn 1 t the same danger of confrpntation that you have ~'hen
you are talking! gb<;:>ut _something t_oday ~1here _elverybocy is
upset. But ten years from no\'11 '"e have got tirne to work it
out, reconcile differences, find new solutions and do it on
a sound. basis. So I am deligh'ted ·~rith your question and
totally in agreement with you.:
I will
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one rnor€1 over here.
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QUESTION: ~r.. Vice !President, I believe that
periodic review of agency purposes is desirable. As a
practical matter, how much. ·do. ~·ou ; think. 1it can···acccmplish in
the vested interest in the age'ncies?
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Therefore, the only ~ay this can be done, in my
opinion, is to bring in all o~ the interested parties -business, labor, executive br~ch, legislative branch -- to
sit down to say, ·!~·7here do we E.Want to be in this industry?
l·7hat are our objectives?"
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No~T, we have grown . .l.... under what many people feel

is a free market system and t~~t the government hasll'.t had
~yth~ng to_do w!th i~. Ne].l,~ 0~ cour_se, t!:ey a~e reaElY
~rrong, because government doe~ have a lot to do with these
things. But we don't think ofi it that t.:-Tay.
I
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interest
interests on the Hill, in staflfs, · in members of the Congress
who sponsor programs very popular at home, and there are
vested interests in every grour·
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THE VICE PRESIDENT: 1 Don't limit it to the vested
in the people of the ~gencies. There are vested
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They think \'Thile they are on the run. And this
is really the PfOblem. Evcrybbdy is running ,from one
crisis, o~e roll call, one co!:".Pittee meeting 'to another.
And this
is really very seriotis.
This is ·1:1hy the Commission.
'
I
on Critical Cho~ces for Americans -- because ~ deeply believe
the only way we can intelligently reflect on our best longtem interests is to get views1 from people in all walks of
life, ttras.hed; thes2: thir.qs· ,out. · ;.nd; ther.,::,: is, ,nothing lf·J2' co.n' t
do in this country if ~.;re set our minds to it.
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So I stood
and turned ~round and I spoke to
the auC.ience, a very syrnpathet:ic audience. I said; 11 Nm·T
. you understand bhy there is no1 longer any lon1g-term planning in government. Nobody hap time to sit still long
enough to think. 11 I don't me~ to say "think," but 11 tO plan."
I
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Please forgive me.
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Therefore, the firs~ thing we have got to do is
I ~66
recognize government has a le~itimate role and that that
I _67 role should be creative and s~imulative in terms of
I .68
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Now, I think it is ~ime ~1e did this more con.. I .74
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sciously, because life has go~ten much more complicated.
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MEMORANDUM FOR:

JIM CANNON
ED SCHMULTS
PAUL McAVOY
PAUL LEACH

FROM:

ARTQUERN

SUBJECT:

Regulatory Reform

~~

As we have discussed, until recently we have not been able
to generate real interest or attention for the President's
regulatory reform program. It occurred to me that one
possible way of approaching this would be to pursue reform
by focusing our attention on the "institutional" targets
of regulation such as:
universities
hospital
banks
farmers
This would mean that an effort parrallel to the broad
review occurring in the departments would be initiated to
examine all Federal regulations and paperwork requirements
which impact on universities. Another effort could focus
on hospitals, etc. Each review would be from the point
of view of the effected "institution" and would deal with
all Federal regulations affecting that institution no matter
what department they originate from.
I would be pleased to discuss this with you if you think
it worthwhile.
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COUNCil
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I:_:CO"lOt.!•C t, >VI">ERS

WASH I NCo ro·.

ALAN GREENSPAN, CHAIR"'AN
PAUL W. MAcAVOY
BURTON G. MALKI[L

July 20, 1976

DRM..,T I-1.EMORANDUM TO THE PRES I DENT
FROI-1:

Paul W. MacAvoy [!~

SUBJECT:

Status of Task Forces to Improve Government
Regulation

Presidential Task Forces in OSHA, FEA, and the Export
Administration are now at work revising present regulations.
Each has a somewhat different objective and time schedule.
But it is expected that at least preliminary indications of
improved regulatory procedures or practices will be available
before Labor Day.
OSHA Task Force
The Task Force working with the Occupational Safety
and Health Administration {OSHA) of the Department of Labor
began operations on July 1 under the direction of Philip
Harter of the Administr;• i ve Conference and Josep'• Kirk
of the Department of La
The immediate goal of the
Task Force is to recorrm, '( revisions and simplifications
in the regulations pertaining to machinery, machine
guarding, and hand held power tools. The Task Force is
currently reviewing each regulation line-by-line to determine
why i t is required, what effect it is having, and what
alternative ways there are to accomplish its goals. The
results of this effort will be an analysis of the regulation
and a proposal for its revision. The document containing
the analysis and proposed changes has to then appear in the
Federal Register as an invitation for the public to express
its ideas on how to revise the regulations< After public
comments have been received, the officials (;f OSHA will
consider the work of the Task Force and will then propose
and adopt appropriate revisions in the regulations.
The general approach of the Task Force to date has been
to consider moving towards regulatory criteria based more on
performance or results and less on physical conditions in
~o,_UTIOt11the work place.
One way of doing this ~s to put in place/~f
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general requirements with currently used detai:ed physical
design regulations being listed only as examples of ways of
complying with the general requirements. In that way,
business, labor and enforcement officers would have guidance
as to what is required but woul~ be free to determine other
ways of providing the requisite level of safety.
FEA Task Force
Effort is underway to improve and simplify FEA regulations
on prices and sales allocations for refined products. A Task
Force directed by Donald Flexner of the Department of Justice
comprised of nineteen professionals, including lawyers,
economists, and regulation specialists, has commensed research
with FEA's cooperation to d~termine the extent to which
current FEA regulation of refined products has achieved the
economic and social purposes intended under the governing
statutes. On the basis of that analysis the Task Force will
consider alternative modes of regulation for potential future
application. The current timetable for research is to have a
draft report by September 30, 1976, recommendations by
October 31, 1976, receipt of FEA comments by the middle of
November, and recommendations of final report on or before
December 10, 1976.
·
Export Administration Task Force
The Task Force on the Administration of Export Controls
has now been established under the auspices of the Export
Administration Review Board which is chaired by the Secretary
of Commerce. The Task Force will review the procedures and
mechanisms involved in interagency consultation respecting
export license applications. The goal is to identify and
institute such improvements as are necessary to enable
license applications to be processed within ninety days.
Significant improvements in the Office of Export
Administration have already been made as the result of
an intensive management review in the Department of Commerce.
The Task Force will extend these efforts with an analysis of
the interagency review of export applications, particularly
in the areas of computer and other electronic equipmenL,
numerically controlled machine tools, and nuclear related
equipment which have required the longest processing in
the past.

'
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The Task Force Director is Carl Hystad, formeily with
OMB, and the Deputy Director is Major James Golden, USA,
currently on temporary duty with the Council of Economic
Advisers from his position as Associate Professor of
Economics at the Military Academy. The Task Force includes
two other members from agencies which are not involved in
the application review process, and five members representing
the principal agencies involved in interagency review (DOD,
ERDA, Commerce, State, and CIA). Administrative support for
The Task Force is being supplied by the Department of Commerce.
The Task Force has already begun screening Export
Administration files to document delays, interviewing key
personnel in the application review process, and discussing
problems with industry representatives. A preliminary report
outlining major problem areas is scheduled for the end of
July, and the final report with recommendations for new
procedures will be submitted in September.
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THE WHITE HOUSE
WAS H I i'< G f 0 N

July 30, 1976

PHIL BUCHE~
JIM CANNON
DICK CHENEY
DAVE GERGEN
BOB HARTMANN
JACK MARSH
BILL SEIDMAN

MEMORANDUM FOR:

FROM:
SUBJECT:

(

ED

SCHMULTS~

Regulatory Reform

Attached is a column that I have s1mt--to the Natronal Association
of Manufacturers for inclusion in a special regulation issue of
NAM reports. The colu·mn outlines the Administration's approach
to regulatory reform. Attached also are two recent one-page
articles from the National Journal on airline reform and
llBusing-Big Government Link" which may be of interest. .

,
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National Association of Manufacturers Report - Special Regulation Issu
The .Administration's Approach to Regulatory Reform
The Ford Administration is firmly committed to achieving
fundamental reform of our nation's regulatory system
which, over the years, has become sluggish, self-serving,
and stereotyped.
Almost two years ago, President Ford announced his·intention
to eliminate regulatory inefficiency as a part of the effort
to halt inflation. His goal was not de-regulation but
rather the development of a more enlightened , streamlined
regulatory system which better serves the economic
and social needs of modern society .
Since that time, the American people have become increasingly
aware of the unnecessary costs and inequities produced by
the present system and as a result , some significant
progress has been made towards reform.
For example , in the past 8 months, we have reduced the
number of Federal forms by more than 12 . 5% and we are now
working to reduce the burden which Federal paperwork
requirements places upon the American public. We have
successfully encouraged the major independent regulatory
agencies to improve their regulatory practices. In the
past year they have made notable progress in reducing
costly regulatory delay, improving economic analysis and
placing greater reliance on market competition as a
regulatory tool . One agency has even asked Congress to
legislatively reduce its regulatory authority so that
natural competitive forces are allowed to operat~.
Throughout the Executive Branch , the Administration has
worked hard to make decision-makers more aware of the
consequences of their actions . Agencies are required
to analyze the economic impact of their regulatory
actions before they are put into effect . And actions
are being taken to increase public participation in
regulatory proceedinqs. In addition, the President has
established several short-term task forces to re-write
. and simplify existing regulations and streamline regulatory
procedures in the Occupational Safety and Health
Administration, the Federal Energy Administration and the
Commerce Deparbuent's Export Administration . These task
forces have been cirected by the President to make i t
easier for businessmen and cons~mers to deal with government
requirements.
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On the legislative front, we have also made some progress.
Federal laws sanctioning State fair trade laws have been
repealed. Fixed rates for securities brokerage commissions
have been abolished. Federal regulation of railroad
rates has been reduced, and civil and criminal penalties
for antitrust violations have been increased.
In addition,
the Administration is continuing to press for congressional
action on proposals to reform ai line, motor carrier,
banking and natural gas regulations.
But progress does not come easily. While recognit"ion of
regulatory problems is bipartisan and widespread, agreement on specific issues and solutions is less clear.
At every step, specific reform attempts are met with sharp
and vocal opposition from a variety of interests seeking
to preserve the status quo.
In some cases, even asking
the question "Is there a better way" evokes sharp protests
and further progress toward meaningful reform is forestalled.
The real question facing both the Administration and Congress
is not the need for reform but whether or not current
public indignation and concern over government inefficiency
can be translated into productive and lasting reform.
Too often in the past, we have been content with organizational
or procedural solutions to complex economic or social
problems.
But the Administration believes the American people can no
·longer afford to accept rhetoric as a substitute for results.
· Therefore, President Ford has proposed to Congress the Agenda
for Government Reform Act which would guarantee the systematic
re-examination and reform of Federal regulatory activities
within the next four years. This legislation requires Congress and the President to agree to undertake a fundamental
reassessment of the combined effects of all government regulations on individual sectors of the economy.
And it_requires
them to adhere to a disciplined timetable to assure annual
results .
We believe this plan will produce several desirable results.
First , it will enable Congress and the Administration to focus
o n the real-world consequences of their decisions.
It will
·
foster increased public understanding o f the costs and inefficiencies of regulation and help to build an active public constituency for change . Consumers, businessmen, workers, and
academic s will have a better idea of what Government is trying
to do and be able to plan and participate accordingly . Finally,
this legislation ·will help assure concr~te results~
This Administration is serious about reform.
The present
system demands fundamental change .
The American people
deserve no less .

F&r,
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REGULATORY FOCUS/RICHARD E. COHEN

Up, Up and Away with Airline Reform
Legislation to curtail Civil Aeronautics Board (CAB) regulation of domestic airline service is progressing so smoothly in
Congress that many persons familiar with the proposal expect
that a bill will become law in 1977. That this is the case says
much about how Congress and the executive branch are likely
to deal in the next few years with other regulatory reform
legislation- with the specific issue and the identity of the
officeholders making little difference.
Here is what has taken place in the past year and a half:
• The Senate Judiciary Subcommittee on Administrative
Practice and Procedure, chaired by Sen. Edward M. Kennedy, 0-Mass., conducted extensive hearings on airline regulation and concluded in a February 1976 report that excessive
federal controls have stifled industry growth and consumer
choice.
• The Department of Transportation and the CAB, after their
O\\ n lengthy studies, sent Congress separate proposals based
on similar conclusions about the need to cut regulation. (For
background on these proposals, see Vol. 7, No. 46. p. 1559.)
• Chairmen of the Senate and House subcommittees on aviation, each of whom initially was skeptical about reducing federal controls, held a total of 29 days of hearings on the issue
and announced separately that they would file their own proposals and push for relatively prompt congressional action.
The movement has been gradual and incremental. The advocates have made it clear that they are not in complete agreement on what steps should be taken. But they have accepted,
for the most part, similar conclusions about the state of the
airline industry and the economic impact of regulation; their
proposals set forth comparable solutions. The result has been
the building of pyramid-like support for CAB deregulation
(constructed from the top down), with the foundation ultimately being a strong one.
With all the talk about excessive regulation and the need
for government reorganization, the CAB bill offers a somewhat reassuring lesson in how federal policy is made-proponents of change must establish a nearly irrefutable case for the
need for change and the wisdom of their recommendations
and then build a coalition that will force those responsible for
the policy to confront the issues and agree that the case is
valid. Success rests, of course, on the assumption that logical
men will act logically.
Senate: The most important development, and perhaps the
most surprising, was a June 22 speech before leaders of the
airline industry by Sen. Howard W. Ca'!n,on. 0-Nev., chairman of the Senate Commerce Subcommittee on Aviation,
who previously had given little encouragement to the reformer' and who was not pleased that the Kennedy panel was encroaching on his subcommittee's jurisdiction. In that speech,
he first lashed out against.the "zealous economists" who have
attacked the foundation of airline regulation and said that
President Ford, Sen. Kennedy and others are "dead wrong"
in saying the alternative is "free and open entry into the airline system for all comers.·· Having said that, Cannon then
added that "we need more competition" and outlined a pro-

posal he said he would submit in the Senate within a few
weeks to "revitalize the airline industry with new competition, with more freedom to set fares and with procedures to
force the CAB to make decisions in a timely and·responsible
fashion."
Assuming his probable reelection in November, Cannon
plans to begin hearings next January and to report a bill to
the Senate later in the year. It is conceivable, said a Senate
insider, that events such as increasing pressure from his colleagues, House action or other political developments could
force Cannon's hand this year, but this is unlikely.
House: The major development in the House was the June 29
filing of a bill (HR 14604) by Reps. Glenn M. Anderson, 0Calif., and Gene Snyder, R-Ky., the chairman and senior
Republican respectively of the House Public Works and
Transportation Subcommittee on Aviation. The bill gives the
airline carriers more flexibility to change rates and enter additional markets without CAB review, and would ••correct the
inadequacies in the present regulatory system for aviation"
made evident in the panel's hearings, said Anderson.
The subcommittee has requested comments on the proposal
from interested public and private parties but has not made
plans to consider the proposal and send it to the full committee. While inertia as well as pockets of resistance within the
committee make it unlikely that the committee will have time
to process the bill in the remaining days of the 94th Congress, the Anderson-Snyder proposal probably will set the
stage for early consideration of the issue next year.
Outlook: One person working on the issue said that all sides
are talking about the same things and that their solutions are
not widely divergent. If they were locked inside a room for a
day. it is likely they would emerge with a single package.
However, the view of many in Congress that they are dealing
with a lame duck Administration makes that unlikely. The
departure of John W. Snow, deputy undersecretary of Transportation who was the Administration's chief advocate for
CAB reform, to become administrator of the National
Highway Traffic Safety Administration adds to the sense of
enervation on the part of the Ford regulatory reform program.
But the efforts of Snow and CAB chairman John E. Robson to focus the resources of their agencies on the broad issues
of aviation regulation and to develop recommendations not
radically different from those of the Kennedy subcommittee
gave the reform proposals credibility and seem to have set the
movement for change on an irreversible course.
President Ford sent Congress legislation on May 12 asking
it to set a timetable for review of all the regulatory agencies.
(See Vol. 8, No. 21, p. 704.) His hope was that by focusing
Congress's attention on the problems. he could get the House
and Senate to correct them. That proposal wilt not become law
this year, but the support by Ford, Jimmy Carter and increasing numbers in Congress for regulatory reform indicates that
the movement for broad change in federal regulation needs
only someone with the time and understanding to make an
intelligent case for change and build a coalition of support. 0
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The Busing- Big Government Link
REGULATORY FOCUS/LOUIS M. KOHLMEIER

Sen Hubert H. Humphrey of Minnesota, a liberal Demoera: whose :-\e\\ Deal credentials remain intact, several
months ago. asserted at a breakfast meeting with Washington
reporters that any presidential candidate who runs against
Washington and against big government is practicing "a disguised ne\\ form of racism." At the time, Humphrey's charge
seemed farfetched, inasmuch as the criticism of big government focused on government regulation of business that had
no apparent relationship to race or racism.
\\'hereupon. President Ford accommodated Humphrey by
declaring that the White House campaign to minimize busing
of black and \\ hite school children is indeed part and parcel
of the White House campaign to "roll back the wave of big
go\·ernment in America." Ford, in a recent speech in Indianapolis. insisted that government-ordered school busing is an
"intrusion," not unlike government regulation of business or
Washington in\·olvement in state and local government affairs.
This is an election year, of course, and political rhetoric is
bu • ting in air like Fourth of July fire\\Orks exploding over
the Tidal Basin. Quite aside from the rhetoric of racism, however. Humphrej ·s assertion and Ford's accommodation illustrate very well the escalating politics of regulatory reform.
Escalation: The relatively narrow and nonpartisan debate
over government regulation of business is escalating into an
exceedingly broad and partisan fight over big government
that extends even to school busing. The proposals to roll
back a few government regulatory schemes are escalating into
proposals to roll back almost all of government.
Ford started the debate and, if it was relatively nonpartisan. Ford pushed harder than any Democratic President had
pushed for reform of old regulatory schemes. He not only
proposed to Congress reform of transportation and banking
regulation. He contemplated reform of insurance and agriculture and tele\·ision regulation that no Democratic President
even had contemplated.
Ford's fight faltered in Congress, of course. Nevertheless,
his attack on old regulatory schemes encouraged other Republicans and their constituencies to attack newer regulatory
schemes, including regulation of the environment and of occupational safet) and health. And the auack now has been
broadened to embrace not only econo 11ic regulation but social programs ranging from consumei protection t? food
stamps to school busing.
Ford's proposal to roll back school busing almost certainly
\\ 111 falter in Congress, as his proposals to roll back business
regulation faltered. Yet, Ford has succeeded·in escalating the
narru\\ debate over government regulation of business into a
broad confrontation over big government. Republicans and
the1r conservative constituencies are encouraged and Democrats and their liberal constituencies are concerned that big
government might be rolled back for the first time since the
:--:e\\ Deal.
·
Ford campaigns against Washington and for "freedom
from intrusive, overbearing government." Richard L. Lesher,

f::
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president of the Chamber of Commerce of the United States,
condemns "government spending" and· ·•redistribution of
wealth," asserting that "for 40 ye-ars we have turned increasingly a\\ ay from our inner resource-; and toward the central
government for the solution to all problems."
Humphrey charges that the assault on big government is
an attack on "the poor. on blacks, on minorities, on the cities." George Meany, president of the AFL-CIO, asserts that
"the leaders of this anti-government campaign seek to turn
the clock back- to tear apart the institutions society has created to protect its citizens and replace them with the ethics
of the marketplace."
More than rhetoric: But the fight is considerably more than a
confrontation just of rhetoric. Public opinion polls confirm
that there is a popular tide of anti-government sentiment
running across the country, and polls are unncx;essary to confirm the tide of anti-busing sentiment Jimmy Carter, who
may well be elected President. not only has been running
against Washington, but, in campaigning for the Democratic
nomination, has avoided Washington like the plague.
Inasmuch as polls confirm no popular sentiment in fa\'Or
of burning down Washington or tt. Lring up the Constitution.
the meaning of the anti-government tide i.'i less than clear_
Democrats in Congress cannot agree with Republican.-. in the
White House over what to do about regulation of airlines or
trucking, much less about environmental protection or school
busing. Carter has been intentionally vague about what he
would do to Washington, once he gets here.
The emerging political response to the escalating political
confrontation therefore appears to be a compromise known
as the "sunset'' approach to government reform. The compromise, which Common Cause calls ..the hottest political
idea of the year," originated in Colorado, which in April
passed a bill that will terminate each of the stat~::'s regulatory
agencies unless the legislature votes to continue them. Florida passed a similar law. Iowa has gone further \\ith a law
that would terminate all agencies of state government. Louisiana and several other states are considering adoption of
"sunset" laws.
Ford has proposed to Congress a ..sunset" law that would
fix a schedule for reform of regulatory schemes in all federal
agencies and some departments. Other proposals introduced
in the Senate and House would not on!) fix reform schedules but provide that, if the President and Congress cannot
agree on reforms by a certain date, agencies would terminate.
(For background. see Vol. 8. No. Zl. p. 706.)
The '"sunset" approach to government reform is a politically attractive compromise because it reforms nothing now
and promises to reform almost everything in the future. It is
all form and no substance. It attempts to force ruture Presidents and Congresses to resolve fights that this President
and Congress cannot resolve and, therefore. the promise of
reform seems quite unlike!}' to be matched by performance
until or unless the meaning of anti-government sentiment
0
becomes clearer.
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