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APPENDIX A: 

SUMMARY COMMENTS ON SELECTED INDIVIDUAL liS ANALYSES 



Inflation Impact Statements for Regulatory Proposals 

Department of Agriculture -- 12 liS 

Revised Beef Grade Standards 

This liS 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 liS whether this is a major proposal. 
This proposal has been adopted. 

To Make Commodities Available for Public Law 480 Programming during Fiscal 
Year 1976 

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 liS 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 liS 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 liS. This program has been carried out as proposed. 

Legislation requires the level of support to be between 75 and 90 percent 
of parity. This summary liS 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, 
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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 
liS. This program has been carried out as proposed. 

Revised Inflationary Impact Statement -- CCC Exports 

This summary liS 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 liS does not consider 
the costs of subsidized lending. This program has been carried out as 
proposed. 

Price Support Level for Manufacturing Milk 

This summary liS 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 liS 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 bas·e 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 little leeway and most of them would appear to have little incremental 
impact. 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 
given 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 Re*ister by EPA on October 22, 1975. The proposed regulation 
would establis 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 light 
of the comments submitted by interested parties. A final decision on 
the proposed rule should be forthcoming shortly. 

Offshore Gas & Oil Effluent Regulations 

The regulations would establish 1977 and 1983 water effluent limitations 
for new and existing offshore gas and oil extractors. EP·A·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 11 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 11major ... 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 
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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 light 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 liS 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 ~he 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 likely 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 
limitations. 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 liS 

Preliminary Findings and Views Concerning the Exemption of Residual Fuel 
Oil from the Mandatory Petroleum Allocation and Price Regulations 

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 liS. The liS 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 decontr-ol. The analysis failed to 
develop any of these points. The regulation was promulgated without 
change. 

State Energy Conservation Plan Guidelines 

The liS 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. 

Definition and 

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 
implemented 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 liS. 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 liS 

DES 

The FDA proposed to ban the use of diethylstilbestrol (DES) in cattle 
feed as a growth stimulant because of its suspected carcinogenicity. 
The liS 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 
showing 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 accolllllodation 
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 IIS 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 liS 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 !IS 

Mobile Home Construction Safety Standard 

This liS 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 liS for a proposed reactivation 
of a previously·suspended housing subsidy program. The proposal was 
considered 11major 11 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 almost com­
pletely on the results of an evaluation of the old suspended program. 
Thus this liS 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 liS 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 liS 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 liS admitted that it was not likely that benefits would exceed 
costs. 

It is clear that the liS had little impact upon policy. It is also clear 
that a negligible amount of additional analysis resulted because of the 
existence of the liS 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 liS program to produce careful and systematic decisionmaking given 
strong external pressures. The regulation was promulgated as proposed . 



.. 

• 

-11-

Department of Labor -- 3 IIS 

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 life 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 
IIS, 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 liS. 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 liS, 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-liS program Economic Impact Analyses. The 
later statement represents a major improvement in quality and breadth of 
analysis. 

Final action has as yetnot been taken on the proposal .. 

Inorganic Arsenic 

The Labor Deo~rtment proposed a standard limiting 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 liS 

Occupant Crash Protection -- FMVSS 208 

Passive restraints such as air bags are being considered as mandatory 
equipment on new cars. The liS 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 million -­
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 liS 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
tlonary impact. 

Inflation Impact Statements for Legislative Proposals 

Department of Transportation 

Motor Carrier Reform Act 

DOT asserted that the effects of this legislation would be highly defla­
tionary and thus did not require an liS. The background report to 
determine the necessity of an liS analysis compared the likely 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 • 
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APPENDIX B: 

SUMt1ARY OF PUBLIC C0~1MENTS ON 

liS PROGRAt1 AND REGULATORY PROBLEMS 

Federal Reqister Notice Inviting Public Comments· on 
IIS Program (August 3, 1976) 

2. Summary of Public Responses to Federal Register Notice 

3. Statement on Regulatory Problems at Economists Conference 
on Inflation (September 5, 1974) 
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lll:lt li1c C01 :r~c: :l on \'.':1 ;; t' :•nd [·s,-:c S':'.­

l;~l i ty <C\'.'PS) :-.:lr:l t~iC C) :-1:::~ P~· :.L•I I:: !;C­

f;1C·nt ;.tnd DurJ;:t:f. rO:·.:rn :t:·c j 0 i: ~ t :_- n::-
0cr!:t\:m:: :1.11 :1JliH:'.i<:~J of t:~c lr, ;~.d:vn 

l:ll ;) .l Ct ~t .1trs!l•: nt IJI ::; l p;r·~r:::!1 1:-: ! :~ 

1: kt~ :n t\vHr:Jij:'i ! 9i ·! u:: Ex.:•:tl t i ;l' 0:-­

c! c r 110/.1. /·.s l X;~ l :-! i:h.d in ~·:- cu ! C: r Cc:·L1il 

L~!o\v, intt;: '-' ::-. !~,1 lJidH :;!t:=:!! .~ (l ·r.d on ·.: :: :­
~:a t!t>1:s :-.:·c rCi'!~lc :-- tcd l>:: ,\;:t:~ -~t 30, J S ;G 

,.., l"·o·.lr!e infr•nn:tllnn c:1l1.-r1 for In lh !.; 
notlrl' :ti Hl t•J !.:1!'.1nit :Hl • li\l r o~ul cmn­

m :· ll!.·: on t\1(: 118 p:·o ; :r~~n to C\'IPS. 
)11 :q; :u iclrc:.s to Cc·;~~:; C'' ~ (lll O :·f obC'r n. 

)!tl ·~. J ' : · r·~' , lr:nt F'o :·d : • lli ><>U~H;c d th ;:t 

}-: .' .L"· ul h't> l l!-:t t;ch :t '' ('llrii'"' :l \'.nu 1d be rc .. 

qllircd t'J c o n <!d·.·r t!J~ p ::.;·.ihll' in fl:itlr; :J­

Id y i·~ t l ·i i·-·a u ~ ,n c; uf t IH·ir tH:!jor :tct kn~:;. 

To tl.i~ encl. th e Pre.>i·kll t h··uc:d F>.lc \1-
thc Orc!u i 1 ;;~ 1 r,n ].;(l\'t:J.bcr ~7. 1~1'1·1 , 

tll:c~ti:qJ ~ ·::·:ccu th · c-br :l iJ Cl! :-t :·uwi::s lo 

prC'p : ~ rc J i ~:·~. be- fore pro! ·1:1~~n:~ Jn :tj or ) C'~: ­

isl:~~ h ,n :":ilrl L t:fo!·c i.·~~uil~i: )·!·opo!-.:,ls fur 

nHd ur l<:i r,; :1nd rc [:ub t i•.•: •·•. Tl;c ~~~:cr.u -

1!\'C' O~ti·. -r :-o.ho rnwu'.'. t:rt·d the Direc t or 
<>f 0\; n t o d!:·;c]rop n ih· r h :-tiHl prorc­
<iur c.: fN fi ;~: · ]"In(':1tin:: t.~1 is din::cU\·c. 

A<:( (l rciil~~:iy , C'\1!3 j· . ~-u~·d . Cirnlbr A ·- H/1 

on ,l ;!!ll~·, r _,· :1 3. 1!"1/ :; , ~p~·rif) in': in tnt·re 

tkt ~ il (: \1 : ::.-J;ncs f o r the r!t·\ · c:l< • !'il~c· nt of 
crit<rl:1 r t 1! ' : th :: :,:- ~. , ::--:'ch Jr(·~ ~~r:cn\·ies \1,· c·:·e:. 
IC> folJ (•·;;, T;,e; \. i:n:l:l r nl··c· cl ·: lr:; : ~.t nl rc.::-­
t:\in 1"(·: ~· - ~n· n~i~itJ(''; fr.\r t :i(: ] ] !=-~ pr(·~~i--~1:1 

wit!1 r: ·;;p:c t to rule:; :•J: cl rc ~;ul:~tions to 

C'.','l'S. 
A m:.j0;· l'biccth·e of lh~ JlS pro~r ~· l~l 

1s t.o in!rf(t\"L' th ~ CI\J:tlH y <' f : ·r~:rncr re ~::l ­

la( Of_,. :-!J:' ll r ;; h l~[j-,-(' cl;.->;i<i(>!lS. \'.' hilr: 1J:C 

) IS 1 c~ui··c-,lH'l !l :;pplies tq ll1~t,lor ) ('~ J c: 1 :~ ­

tivc· f'lHl rt." ; :,:l:-ttory ·J' rc~r ..... ~1 ~. it c~- r.e::; ;H,t 

:l}iill:; lo cxi ·-l.inl: n:lc~. n ::\ 11 :1\k>ns. aiH! 
k~:hh I i·. 'n , 1 ,,_.:· docs il ~:J';;ly I o pn,po:>­

n1 f. v:H h ! ~ l :J):J!' CO J1 SC(!ll~ IH · t:'S. l\7CJr( 0\' C:l', 

the:. i:~d i.:tH · n.:.~cnt rrt;\ll:1t~)ry cr:_ : c·n~ic::; h ~ l \'e 

l!ltt:·;,:·t t c:i the EXC('.IItil'e Onkr :IS n o t 

ftP! Jlyi n ~ (,_, t~1t1n. 
ft ~·~: !JO! ! !-,~':,l~il ~· for dr..: \'C·'! c,pinrr a~H! bn ­

) •~C'IlH'I ~ I in~ \!1c requirc•m(·n ts of E ::cru­

un~ On: \:1' ll f;:Z l W:\S dc:Jr·::~• ( ~ d to Ck!)~!rt.­

l<l:·ll t ::1d :-·~:c: n r:y h r :•ci s in orc! c:r to :d!u\'.' 

c: :•ch :·:;cnn· to ::\do! ;L l ·l·(,ceci\:JTS lh :. L 
\':(>llld r.1::\ ~· h tll:: n:o.lurc of i:~• 1:1i~.~ i0n 

r.i)(J its ul ,;:lllir!'\lio<J. !l cc r,rd int! to tl1C 

0}.!B Cir..:\:l:~r. ~r;r ncy hl': •rls were made 
r.:-~pon~·. lhlc f ur <ic:vclor·ill:.! cJ·itc.:r!;\ lo 
<! <: t.(.•J JniriL' \':} :~· :1 :1. pro:: o:<:l i:; 1n~j cr . 

These crit<-1 i·: ".H·rc to t:d:e i n !o ac,·c,unt: 

Cll Co:; t imp:·oci on CC•Il !.U:n c rs. bu :::J­

I!t:: ,-~ c''· 1:1nri:ds. or Fcd (-r:-!l, .':.;::·.:.c , or lu­

chl t:on:nunenl: C:ll cficc.t. on pro;i uc­

th·ity of \':a~:c-c:\n•t:r:., bu~·inc~.!,('S . or 

govcns:nenl; <3> c·!fcc:t e n compet!lion; 

. (4 l dT~: ct c•n s up;· Iirs of imJiorl:tnt lll:<tc­

ri:lls. Plt•:!u c ts . ctr ~rrvirl's; tfr> c.:fTcrt on 

cmp:c:yln<'lll; CGJ t ·f; ('cl on cnc rr:y 5\ll'l ­

I,IY C•r d t·~ n:•nd. Each :;;:CI!r:y ·:. nil •~ ria 

WC'rC !·: llJl1J l l i ' ·(j to O:.!H f r; r :t;);.ror.<l. 

/l[:l'n,·i, ~ ti n t c:o n ot p:·i.Jp;,:·.c: lll:-t)or rule;., 

l'!'f.:\JI:J t ;,.n~ .. Cll' lr~; i•;laliun 1·:t: rc t:Xt' ll~ J>l.cu 

!ro1:1 11:•: pro:: r:1m. 

....... ·-~ ·-- - ·· .... ·-- -··· 

/,c.-oltlil• t'. 10 the o:,jU Cirr1ihr, I{ a 
P!'l, t> (l~- :-d :~ h:c·:Jtillcd :t!-- l':'~d o r U ii~ icr {h'.~ 

f\p),rO.\'('d l'rit'.:n ~ '· th e i ! f'l ! ' C:Y j ~, r c!;p:.) ll­

:-lui{· f ,,,. l ' :·l ' !': '; i llf ' ~.n J J S , .. /1 icl1 l z·,ci urlr-::: 
(I I /\11 ::1 : · :1:;~-. :.s of tl::· )•r:n;·i;':'l i rus t. and. 
\'.'lll:rC' )J!':t •:ll c.d, :,CCOllci:. ry co" t :11<U p~let.: 
c!le rL-; ; t ~ l :, comp:,,i;on o: t11 c :-tnticl­

p :tled IJ .::~·~:i t ;, ;, nd e,.,: im:1 ~cd c: o:: l.s · 11 nd 
(31 n rn io:.:1,. 'ur ;;lk·rn:.til cs to t: J(:. )'ro­

po·)cd H ~·th ) :L \"',' hen 111:1 j u r J :..1 f!i.s !:1 t i\·e 

pro;)(c\ l:; l t:T ~uu:nitlo:d t o 0\/lJ for n;­
\-it\'.' !ll,(.] ( lc' :!J':lll('l' " "' •; ;:i•": \I'>(;'J o~ IJl 

rt:(ltH'' l. :•1 c : r quir~d . . t~· fu;~ ;i : . ll lllc ;:~ ­
prvp~!alc JJS tiat:-t anu :-.naly~ !:;. \Vhcn 

11111jur J>f0J • :> ~ .al:; for rul e~. ::IH! r e:.; ul ~. llo:Js 

nrc IIJJ:JUill lU·d In the Fr:r .;:•u.L P..:o:t:: sn : r., 

r:t.:UKh·:; ttn.: 1 c:qulr<'cl io cu l.:mlt. t.o C '.'t'P.'3 

n brlr·f ~;umnnry of the P <>~.:; !h~.: Jnf::-~­

\ic.n:ny lmp;Jc t. 
nee< nti~· i l)!!l l< ·:n ~·:lled J nr.difi c ~tl !on:; 

Ill t~1c IT.c; J • r v: r. ~m r c<;uirc.: :1;:!·nr: ks to: 
tll Sl:ttc Ill t he Ft: :n:~~o t. l~r.i.J; JI ' !\ ::n-
1•r>\IJ IC'.CillC:l L tint p:·r,; ' C'.·::!l:; \ ·; ) ,:.·)) :II'C 

Jt1 i11 0r Js ;,\-C' bc;:·n r c·l· ic-.•.:f'd ::1 : rl do not 
r crpd r c ~~n J I~>: r:i pro\·idl.! \~;)·:•ll r r q\!f;;-.a. 

fr o!n (:\VPS. n l~i·itf ju ~ ~if~catic·~' fur dc ­

tennin in~ a p1 ';J •0 .:- ;1 1 t-0 Uc n 1 :t~o!·: :'"tJHl 

<3> up":1 :tn: •uuncritlCll l of !:l:tjor pro ­

~iu. : : d s for ruL:.s or rc· ! ul~l!l'~"! s , !-Ui)!nit. 

to C\'; p;; a cu;n;•lt'tc 118 :: n:1ly~ , is r:.tller 
t1 1::!1 a :--nn,r;:,ry. 

l:".t-<:au s~ the lI S is a n :-t! k mpt. \n im­
pro\·c iq~t·ncy < itTbl~H1-Ina! ... inc \ \'i ~h n 

Tll:\1', prv;if•u,·. ~y lllltri,·d ll iC'< l::!lli <Jn, :-.n 

c·:·. p i r :.Uon cl': t.c C•f D r c:'t·!l':b('r 3 1, l~J7G, 

v: :•·'> l :~clt : dcd In t.hc· F:·:ccut in~ Order. 
Thus. o;;;'>::·l:~~;it:.- 1•; :-ts p roYit:ut f o r ap ­

pr: t!:<~ l o! t 11<c c:ic·cti·;Jl(',,!. o! \!Jc lJS 

J)ro~·r:-. tn, ;1nd }.:·L) \ · i , lnn \\· ~s Jl1~!'~C f <1r Jls 

t ~1111~!t~ t io:l u::1.:-~.C) :1. :-:p:."·rif:c d'·C'i~ion 

v:L"rr I n!.""\dc t.,, c :..:t~.~ :~ci or 1 n:,~;ify til~ l ~x · 

c:cuti\'(! Orclrr. 
Tl 1c Council nnd o;·.lD ~~~·c c · ~·~.Ju ::ting­

lhc TJS pro;:r:·m t' lHI \'.' i! l , : ; : lJ:ni~ rc·:::o:J; ­

m r:n:!:t \.ions l:i:1:scd on U1 :·; CY:t lu ::; iC>!l I o 

l!H~ Prco: iclcllt.. 'J'ids j0in L C.:\','l-':S-o;-.-;r3 

c\·~lu;:lic•n. lobe co:nplc·tcd tili <; f:tll, will 

inc ln:: e :>n c:;:\n;i :l ;:tjon oi the fnllo;;·inrr 

b •:tlf' S , ~:ll1C'rt[: C• I)J(·r s : 
l. Q;l:-:]!ly of J IS ::J~ aly~~·s. <For ex­

r:m;J!c. d o r.1::•ly~ ·:s c. o ;, ;p::rc l'0., l.s with 

~!l ! t.icip ~1H ·d bcn(.·iit~· ~ . :1nd ~d · c ::1t~·rn:l.t i\·c.-.:; 

·;>.pp:·,,;,:·i:'stdy '' p;tlyzc(J? H :-ts 1 he c:t: :1l i t y 

C•f \ile an:. l :;~c:: it!lj):·mTd o ·; c r t imc ?l 

7. . . 'Ire :~il ln~pvrl:tn t lC' ;;i::.~ :\til·c and 
r-."~;u l :~ tory p~ · c,p~, :-> :l.}s b·:·inr; ~ ~!):!l~:::cd? 

<For c-:-::-~~nplc, :l:·c \.i1c rrilt:ri:i n1n·.:!wids 

<·f.t :"~. iJiL·~~H d :1t. lt.:\"( ·i :~ \\·},j c h ~ ;e rnii~. ici ..:nti­

li ~· :\!iU!I of all r.ro ;'::;~ :!~ ~; 1'.'i t h majr>r cro ­
rt fr: ,Jlc b : ;):1C\.'; , :;re tht· c rilc-:·ia hc.:ine 

\ ':' l'cl c·lfr·;:t !l·d.''· :~nd arc ::r:cn :-. ies prc-

p:tr ing ll •c n:1n!;::,c'*:? l . 
3. S!l0\1\ct JJ fj :t!1 :dy!:'l'S he m<:ci C' ;~ndl­

:t b;c for pnHic i;: <: ;:c.::tieP. \o y; l!~:t dc ­

r:ru: l!n\'C tlJt·y lJCl·n. to 1•:h:\L \.~ .<c !: .we 
tl 1c:,· \.:(' (· n p llt hy the r:<· ~ll' rtt l ]l\ l;;lic , 

r.nrl , •. ll~.t cl~c c- L. if :.n y, h:1.s their i,Pin g 

1H :"1 dc~ pt;.i ,1i c (or :H,t. br·i !!:: n!:-.dc }J\.!bLc> 

ll :l d on the q ~1:1 li t y o f a:.(·II<:Y c! f'( ;~io::.;? 
4. \'.'h::t illl(l,:n. if ~l ilY. h:1 s tht lJS 

pr0;:r:-.m ]J ; ,cJ c•:1 the l'r;cr:C's.> -of dr::\f~in~ 

kr:L•:bt ion r.tHi of ci e l· \: l opm ~ I:nd im­

pl•. mr·nt:nr: ll l'\\' rc~u!::t:o:1~? <FC1:· ex ­
:: :::i'k, ll:J.~ it ;:en~ r:•lc·d Si~:niilr.:.nt de­
lay::? ) 

;;. \\'ll:1t lrr. p:\cl. if :lllY. h;~s the liS 

pro:; 1·am lJ :Hl r•;J t i: c 11•~ :ll1ty o f 11 ;::t·ncy 

Jc· ;~i:- 1:\: IH' r·r<,; ·ct.:• b a nd 1 .:: :;•1 Lllt·:·y dc­

l·i: io:1-lll:>k in ~ ? 

6. V:hn!. arc !he clirl'ct costs 0f th e US 

p ro;: r:Jsn over :: nci :1 Lrorc t ho~ c: (':O.TC'i1:r·-' 

r:.:r.- c n ~ m C' nt :'! ;:r·!'!c-ics would h :tYC i n ­
rurr,· :J C•thcrwf:-c ? 

7. \\'hnt allc·ma tll·cs to the liS p:-c­

r.r:.m c.:~:isL fur J:::p ro1·in g- the r:~:t~ l ty 

of Jr·;:bbl ln· :'rO ;lOS:ll s ~~~d r f';: l :l:~ t o~:• 
<kc+ion-lll::kin :: . nn e! how clo ti:, .,. co::1 -
p:1rc with the US ;> reo ;;r~:n? 1.-\~!c:r.:;­
til·es ml ;: ht inclu ti~. for cx. tmp)o::. a lc;:­

i ~.lalJvc t:!:l!Hl:de f\1r =~:.;C!H: jcs to rc\ ;,_ ·,;· 
co~ !.s nnd bc.:tiC'fit s. > 

0. Should the liS pro:;r:cm be: CI) 

Tr:-m!na t.cd, <::>> C'XIcra.le d 1:1 ll.o: J ; rc~ ~-:;t 
form, or Cl> 1:wdlflt'd lnlid Jf so, J;,,·,\·)? 

In{crc~: tr·d !:Hlh·l.Jtl".!s :'!il cl 1':·;-~ : ::-:-. ­
tirJns :ll'e f l' f!\H:s tf' <~ \ o l'• l .n·. :J ro !! ::. : .::'1-

ti:-m un tl':r. cr:·(·c : iH·:;~· . ::; r.rf tl;:- E.S ::~·;­
r;r:-dn b~· re:·T'('!.d!r.;. !""r,~ :-;r;c :dly ~.) !; : ~ 

:tho,·c rnu:\\tiCJns ::j :l1 1;:: !.·~.i~ . ;nit L:::; ~~ : :·· 
:t:idit iun:-1.1 con1 ~nt.:;tt~ cJ ;1 t h~ !d--.~ . ..-~ :·~:: 
ti K:> m:<y e:-.rc to m .. t:-::. ~:n·:1 t C!:~: : ~ c ::·.: ­
(:t ~ ti\,ns .t.llo\l}d l.~c· r.<:d :·(·!-.!--Cd by !~: · . : o.:=:t 
:!O,l91Cto: 

ThO ! !~.'Vi D. Jfo pl:l ng , J) .:· ;Hlty A.·· !" ~~~:\!"; ~ s:­

)"{'~t:, r f c. r G C,\"(' r n :n t·nt C! •::-J::o: : :; r. :\ -:. ::_. 

!.c .. u ·l·h. C cu:lt:" !J c, n \';:. _c- ~~:.d P:-! ·· ~ ::-:. ­

bitlty , Hr•o!n 1~~~5. l')r: J~.r~: -; c :l f' i ·! ·:r:-. :-: ·.•: .,. 

\V :-o..~hin ~ ·lc.n. D .C. :<~~ t·G . 'J cl~[l LC nc : :. . ~­
~ 5G-S~·! U. 

'VILJ 1.'.~. : T_.! :..L J: Y I!.!: . 
A c li;<:; D ir,·c!~i. 

{111 Du:.7C~~2 -;c:; F~l~·d a- ~--"i ::"· :e:~5 t-!'!1! 
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SUMMARY OF PUBLIC RESPONSES TO 
FEDERAL REGISTER NOTICE 

AFL-CIO Geor~e Meany: The program is a "macabre charade of the adminis­
trative hear1ng" 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 Hosaital Association: The program should be continued. Analyses 
should be ma e 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 IIS is desirable. Final 
IIS should be submitted to an appropriate clearance officer as na standard 
of comparison for performing a later evaluation of the new rulemaking•s 
actual inflationary impact." 

Barr:l Wright Corporation: The liS requirement should be uniformly applied 
to a 1 regulatory agencies. The procedures for determining the cost impact 
of proposed legislation are not adequately defined. 

Bethlehem Steel Corloration: All agencies should be required by legisla­
tive mandate to ana yze "the costs and benefits of proposed and existing 
major legislation and regulatory decisions. 11 Past experience with the 
program is insufficient to adequately assess the impact of the analyses. 

Congress: Joint Economic COiliJiittee, Senatory Hubert H. Humphrey: see 
attached letter. 
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E.I. DuPont De Nemours & Com~an~: DuPont prefers .. a more permanent IIS 
program established by legis at1ve 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 Compan~: Ford endorses the liS program and supports its con­
tinuation. Fordelieves 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 Industrx Manufacturers Association: HIMA recommends that the IIS 
program be mod1fied to drastically lower the threshold for requiring state­
ments and expanded to include all Federal agencies. 

Lennox Industries: Lennox 11 completely supports the concept of IIS.
11 

It 
should be extended to include all agencies. 

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

Massea-FerTuson Inc: The IIS program should be continued and expanded to 
inclu e al agencies. 

Milk Indystry Foundation 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 liS 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 liS should be grounds for 
judicial reversal of an agency action. 

National Canners Association: NCA believes the program should be retained 
but needs improvement. All 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 liS 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 liS program and its extension to the independent agencies • 

National League of Cities: The program 11 Should be continued -- expanded 
and strengthened. 11 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 liS 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 Pro rietar Association: The Association 11Wholeheartedly support(s) 
t e liS 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 its 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 liS program is an illegal 
political ploy designed to aid employers and delay the decisionmaking pro­
cess. 

United States Steel Corporation: USS 11 Strongly supports the intent of 
the liS program11 and suggests that independent review by CWPS and OMB 
be continued· under Executive Order, rather than a legislative mandate. 

Professor Martin J. Bailey: The liS program 11 Should be pushed hard, per­
haps under a new name, such as 11 Economic Impact Statement Program ... Paper 
attached, entitled 11 Proposed Standards for Inflation Impact Statements ... 
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Dear Mr. Lilley: 
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. This is in response'to the request by the Council· on 
-~ W~ge and Price Stability (CWPS) and the Office of Management and 
l Budget {.OMB) for public comments on the Inflation Impact Statement 
j pr~gram. 
l 
"1 

·1 At my request, the Joint Economic Conuni ttee staff has 
l been following this program since its inception in November, 1974. 
l '!'hey have found the overall quality of CWPS' analysis of the impact 
~tatements to be thorough and constructively critical of the 

l ·~:.a lysis in question. · Additionally these reviews appear to have 
· l .'Jeen done on the mos-t important regulatory proposals. In short, 

1CWPS appears to be doing a good job in this area. 1 . . . 

However, I am concerned with the response of specific 
Federal agencies to the comments submitted to them by CWPS. In 
some instances it appears that agencies pay little attention to 

· 1the comments they receive or disregard them altogether. ' ··! . . -- ... 

' 

l In instances where an agency pays little attention 
ito or completely disregards the comments it receives, it is 

l
1

obvious that 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 
.·ithat it may be necessary to make these agencies review their 

·.· ·janalysis in light of CWPS comments and change or justify their 
)analysis accordingly. This could be accomplished by Executive 

• ·:order and would, in my view, make the comments much more ·authoritative. 

··.1 

• j 

·-----····· 
,L--------~-----------
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~he Honorable William Lilley, III 
Au~w;t 31, ~976 
P~ge 2 

In sum, the inflation impact statement program is 
valuable. Not only should it be continued, but it should be 

• · strengthened by requiring agencies to be more responsive to the 
comments they receive •. 

• 
. l 

l 
l 
1 

j 
l 

-l 
l .• 1 
l 

i 
-~ 

·-. ; 

l 
·' 

I hope this will be of assistance to you in your 
· review of the Inflation Im~act Statement pr~grarn • 

Bes·t wi.shes. 

Sincerely, 
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APPENDIX G: 

LEGISLATION INTRODUCED IN THE 94th CONGRESS 

. . • '. REQUIRING ECONOMIC IMPACT -ANALYSIS 



LEGISLATION INTRODUCED IN THE 94TH CONGRESS 
REQUIRING ECONOMIC IMPACT ANALYSIS 

·\ Findley Amendment to Clean Air Act Amendments: This amendment 

required EPA to prepa~ an economic impact staiement before 

publishing not~ce of proposed rule.making under specified 

sections of the Clean Air Act. The statement, and an explana-

tion of how much the Administrator considered it in drafting 

the proposed rule, would be made public. 

The amendment required EPA to analyze 14 factors when 

preparing the economic impact statement, including compliance 

costs, potential inflationary or recess1onary effects, pro-

ductivity, employment and competitive effects and alternative 
.. . . 

methods. 

The amendment was adopt e d by the House when it passed 

the Clean Air Act ame ndments. However, consideration of the 

Clean Air Act amendments was blocked by opponents of the bill 
( 

in the waning days of the Senate. Findley will reintroduce 

t he amendment when the Congres s considers the Clean Air Act 

amendments in the new session. 

'v 

S. 2861, Inflation Impact Act of 1976. Introduced by Senator 

Humphrey, this required the JEC to prepare inflation impact 

s tatements for legislation and tl1e CEA to prepare inflation 

impact statements for rules and regulations. This requires 

CEA to prepare an IIS for each proposed rule and regulat~on, 



• 

• 

• 

. - 2 -

with no cut-off point. The IIS shall be distributed to 

Members of Congress, and shall inciude an analysis of: 

1. short and long-term effects of regulation on 

inflation, real income, employment, and production 

2. -the costs likely to be incurred or the savings 

likely to be realized in the budget. 

It is 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 

. .. . .. ' .•. 
Committee. 

H.R. 10568, introduced by Represenative 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." 

Federal agency, as used in this act, means "any agency, 

department, corporation, establishment, or other entity of 

the executive branch." 

The IIS must include: - -

1 . cost impact on consumers, business markets, and-

2 • 

federal and state governments 

the proposal's effect on pr~ductivity 

·' 
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3 . the proposal's effect on business competition 

4. the proposal's effect on supply 

5. any unavoidable 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 issued 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 Operations Committee 

held four days of hearings on this and several other bills 

dealing_with Congressional oversight of regulatory agencies, 

but no~ action was taken. Any further impetus will probably 

be stymied until the Committee completes its study of 

regulatory ~eform, ~ue l1arch 1. At this time, a spate of 
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... 
new legislation implementing the proposals can be expected . 

One of-fhe severai-task forces, Eramewdlrk of Economic Regula-

tion, is addressing cost-benefit analysis.] 

H.R. 10587, introduced by Representative Garry Brown, requ~res 

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 

~n 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 requir~d to submit such an. analysis·. 

The bill died in the House Judiciary Commmittee. 

·' 
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.. 
new legislation implementing the proposals can be expected. 

One of·fhe several-task forces, Eramewmrk 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 mus·t be enacted 

ln a practical form, taking into consideration that some 

programs vwuld have a relatively minor impact and should not 

. be requir~d to submit such an analysis·. 

The bill died in the House Judiciary Commmittee. 
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· Legislation Requiring Economic Evaluation of 
Regulatory Impacts 

~gislation proposing general Executive Branch responsibi~i~y: 

CONSUMER COST EVALUATION ACT OF 1975 (H.R. 10921, 
Mr. Thone, 12/1/75, Gov. Ops.)- To establish a national 
policy for prevention of unreasonable or excessive costs 
to consumers from government programs a~d 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 (S. 2028, 
Mr. Kennedy, 6/6 & 6/26/75, Judiciary) -Sec. 4(b) (1). 
Each department and agency shall make detailed competitive 
impact statement to accompany all proposals for 
legislation (including public ~enefits to be derived from 
proposed legislation). 

REGULATORY REFORM ACT (S. 279T, Mr. Fannin, 12/16/75, 
Judiciary) - Makes every ~overnment 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 age~ies, 
except regulatory agencies in performance of certa!~ . 
functions prescribed by Administrator, shall prepa~ 
economic impac~ s~a~ement before implem~nt~ng actions 
resulting in significant adverse economic impact. If 
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 
regulation. 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 $Ubmitted to Congress 60 days 
prior to their implementation. During that time, either 
Senate or House may disapprove~ 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 
conunerce. 
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B. 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 proposalr 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 19·5 (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 
(S. 2724, Mr. Bayh, 12/l/75r 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 
ecQnomy, including structure ~f 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, 6/24/75r 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 nee4 for a national, uniform requirement under 
this act for such a substance (or its packaging). 
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c. Legislation proposing Congressional responsibility: 

ECONOMIC IMPACT STATEMENT ACT OF 1975 {S. 1394, 
Mr. Beall, 4/9/75, Gov. Ops.) - Provides under the 
Congressional Budget Act of 1974, that the requirement 
that the Director of the Congressional Budget Office 
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 eovering a 5-year period and 
to include costs to be incurred by non-governmental 
entities). 

ECONOMIC IMPACT ACT {H.R. 8535, Mr. ~lliitehurst, 7/10/75, 
Rules) - Requ1res 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 
regulation 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 conn~ction with legislation 
reported by congressional committees and in connection 
with rules and regs. proposed by Federal agencies. 

INFLATIONARY IMPACT STATEMENT ACT OF 1975 {S. 15, 
· - Mr. Dole, 1/15/7 5, Gov. Ops. ) - To amend Congressional 

Budget Act of 1974 to require Cong. Budget Office to 
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.) .:~ 

~· '-"" 
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TO AMEND LEGISLATIVE REORGANIZATION 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 REORGANIZATION 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 requiremen.ts 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 res9lution 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.288r Mr. McCollister, 
3/11/75, Rules) - With respect to the estimated cost 
to the public and nonpublic sectors of legiSlation and 
proposed administrative rulemaking. 

-----· ,-----.~----:<:---.....,..,.-.~~-.. ... ... c-_,..,..._-. -. ~.-~. ~.:'"---~~-..-:-~~~"'----- .... -.---,..,..,.. ... #-f"'!"'!"' ... _,-~ .......... -~-~,.-· ._ ......... ~--,- ... ---~~-~-...,. I 
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Legislation ~"lith Uarginal 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 substant!ally 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 & Fore~gn Commercef - 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. llOa (2) (c)). Administrator shall 

conduct continuing evaluations ot potential loss or shifts· 

of employment which may resu~t 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 protect~on in order to secure 

within the Federal Government effective protection:oand 

representation of the interests of consumers. FUJlcftions 

include: 1. conducting economic surveys concerniUc:J 

needs, interests, and problems of consumers which !.·are 

not duplicative in significant degrees of similar 

activities conducted by other Federal agencies1 and 

· to. discover substantial economic 
2. information gather~ng 
injury to consumers. __ 
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E. Laws Requi~ing 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,I713(f) effective 1/3/75 (H.Res. 988, 93rd Congres~) 
- Amended Rules of the Bouse 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 resol~tion 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, ICC, 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. 3-344) -The comm1.ttees on t_e Bu get o t e House 
and seriate shall make continuing studies of the effect 
on budget outlays of relevant existing and ~roposed 
legislation and report results of such stud1.es to the 
House and senate on a recurring basis. 
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VIETNAM ERA VETERANS'READJUSTMENT ASSISTANCE ACT OF 1974 
(P.L. 93-508, Dec. 3, 1974) - The V.A. aamlnistrator 
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. 
(Sec. 213, 219). 
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