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ECONOMIC DEVELOPMENT

Lack ¢of Federal economic development goals and
objectives ‘

Proliferation of programs affecting economic
development

Reexamination of EDA's investment strategy

Optimal levels of funding for EDA including new
program authorities

Demand for Local Public Works Capital Develop-
ment and Investment Program Funds

Use of EDA's Title I Funds for the 1980 Winter
Olympics
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LACK OF FEDERAL
ECONOMIC DEVELOPMENT CGOALS AND OBJECTIVES

Bacquound

When Congress passed the Housing and Urban Development
Act of 1970, the legislation contained a mandate for a
biennial Presidential PReport on national growth which
would attempt to define a national growth policy. Three
reports, 1972, 1974 and 1976, have been issued. Each
of these is oriented toward a description of growth anc
of development problems. None has. provided a design or
directicn for an overall national econcmic development
policy which would attempt to rationalize and coordinate
the multiplicity of federal programs designed to facil-
itate subnational economic development.

Issue

Presently, there are no explicit federally designated
overall economic development goals and objectives for
the United States. The only guidelines which exist are
very generalized objectives for the perfornance of the
national economy

- Analysis of the Issue

There are no national policies on population distri-
bution. However, a myriad of policies which affect these
iesues and their regioral impacts presently are imple-
mented in ways which reflect little or no understanding
of spatial and econcmic development impacts.

The effects of these fragmented procgrams, lecgislated

and administered without reference to naticnal goals and
overall economic development objectives, are often
counter-productive to regional and local efforts to
facilitate econcomic development. For example, a naticnal
program of investment crealts en new housing designed to
stimulate the construction industry, can more than

cffset the efforts of Federal, State and lccal government
to revitalize deterioration residential-distxicts in
cities. The same effect occurs from programs which

. create incentives for construction of new sewage and

water facilities, but which make no provision for the
upgrading and maintenance of existing facilities in
older sections of cities.

Under a system of clearly articulated national goals and
priorities, programs could be designed and coordinated
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to achieve maximum impact on not only.the specific and
more narrowly focused goals such as energy and urban-—
ization, but also on related broader goals such as
regional economic development. This approach would not
only avoid conflicting policies which have detrimental
cross—impacts, but would permit these policies to
mutually enhance and reinforce one another in the
effort to achieve balanced regional economic growth

and welfare.

Schedule

During the past fiscal year, EDA has approved a number
of research projects that will serve as future agency
policy and operational guides. These studies icdentify
and quantify both present and future eccnomic developrent
needs and the nation's physical, fiscal, institutional
and manpower capacities. These analyses can sexrve as

the basis for effective policy formulation for not

only EDA but also for the establishrment of a compre-
hensive national economic development effort.

-

Appendizx . ..’

Research proj

ects concerned with Sub-national problems
and Remedial pol

icies and programs.
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Grantee/Contractor

Resources for the Future

University of Arkansas

{ b { 1 SR . | t

Research Projects Con .4 with sSub-National

Problems and Remedia.  ..icies & Programs,

FY 1976 & 1977

.

Topic Description

Iligh Plains Project

A study to identify the actions
necessary to assist the States
of Texas, Oklaheoma, Kansas,
Nebraska, Colorado and New Mexico
to overceme the known economic
problems that will adversely
af{fect that region with the loss
of the irrigated agricultural
base due to the deplction of

the High Plains ground irrigation
water reserves .

Formulate a sct of policy and
options and strategies that will -
accomodate environmental and
development requirements of
economically depressed sub-national
areas.

Oak Ridge National Laboratory Seven year estimates of the net

supplies by form of energy avail-
able for individual States’
Economic Development Programs.

[

Status

Study Design
Completed, August

1976.

Major study

scheduled

for funding in FY '77.

P

Phase I will be completed
Dec. 31, 1976. Grant to
be re-funded for one

year, beginning Jan. 1, 197

Initial phase completed;
Second phase will be
funded during FY 1977.

- xrpuaddy



Grantee/Contractor

Northeastern Development. Project
{Grantee not selected) i

Soutern Growth Rolicies Board
Conference

American Institute of Planners

Rand Corporation

£

‘National Bureau of Economic
Research

To, wescription

An analysis of the research and

" knowledge gaps about the

changing cpazacter of the economy
of the Northeastern United States.
Study will identify a strategy
which will mect future develop-
ment needs of this region.

The future of the South's Economy

Economic Development Through

State Planning. Inventory of
prart Fraintaby

state planning capabilities in
cconomic dovelopment planning.

The Demoqgraphic Structure and
Implications of Nonmetropolitan
Growth Since 1970, Analysis

of the cvxient of the cconomic
revival of non-metropolitan
cconomic growth and the policy
implications for DA,

Povelopment of a model to

estimate sclected cconomic

cffects of alternative national
and subnational dcevelopment
Policics. 'Mis model was recently
used to project the subnational
impact of a 100% tax on gasoline.

i

Status

Completed initial study
design and in process of
seleocting grantee.

Conference planned
for December 15-18, 1976.

Completed August 1976.

Funded FY 1976. Due
for completion October 1977

ne

Current funding will run to
December 31, 1976. WwWill
fund 350,000 in FY ‘77

for further expansion

“and refincement of IDIOM.




Grantec/Contractor

OkYahoma Research Foundation

TOL.. 'cscription

Measuring of sub-national
charactceristics of watex
supply and waste water
capacitics.

Stat_'._\.l?_

Initial inventory of all
facilities has been
completed. Sccond )
phase is field checking
and updating information
and widening its scope
and application.
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PROLIFERATION OF PROGRAMS AFFECTING
ECONOMIC DEVELOPMENT

Background

The failure to establish a cohesive and integrated

set of national economic development goals and
objectives has resulted in conflicting Federal

policies and programs. Many serious national economic
development issues have a myriad of agencies evaluating
the problem, designing policies and expending funds.

Proliferation of the Federal government's perceived
responsibilities has led to overlapping goals and
objectives, programs, and program tools at all levels
of government.

Issue

The basic issue. that must be dealt with in order to
lessen conflict between economic development programs
and make them more effective has the following elements:

{1) The need for a precise statement of ecocnomic
development goals,

(2) The allocation and programming of adeguate

: regources to meet these goals within a
realistic time horizon.

(3) The ability to project not only the primary
and secondary effects of each new develop-
ment program but also its relationship with
those preceeding it.

(4) The examination of the organization of both
the executive agencies and legislative
committees assicned the responsibilities
for economic development.

(5) A more efficient and responsive allocation
of functions by level of government - federal,
state and local.

(6) Adequate and equitable responses to inevitable
growth inbalances that arise between regions,
between urban and rural areas and between
different segments of the population.



— | III, Analysis of Issue

(1)

- (2)

(3)

The task of selecting eccnomic development
goals is a difficult one. The Biennial
National Growth Reports jointly prepared

by Federal agencies directly involved in
cconomic development reflect the difficulty
of the selection process and the problems
involved in concensus decision-making.
Greater Departmental priority should be
assigned to this multi-agency effort.

The previous three reports have outlined

the problems involved and have progressed
only hesistantly toward hard policy decisions.
Hopefully the 1978 Report, now under prepara-
tion, will come to grips with the basic issues.

One of the problems of affecting a coordinated
development effort is the technical inability
to feorecast the multiple, long-range effects
of each program. Sufficient funds should be
allocated for research and development to
raise the technical level and proficiency in .

this area.

The present Federal organizational structure ~-
executive as well as legislative -- is not con-
ducive to a carrying out coordinated economic
development programs. A critical examination
of program responsibilities is an essential
prerequisite. Additionally, a reallocation of
functions and responsibilities at the Federal,
state and local levels of government should be

undertaken.

IVv. Schedule

EDA cannot appropriately set forth a schedule for

resolution of the issue.



RE-EXAMINATION OF EDA'S INVESTMENT STRATEGY
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I. Background

On an annual basis EDA develops investment strategies for its
funding programs. A component of this process is a specific
allocation of funds to the Agency's six regional offices to
provide an equitable distribution of limited EDA resources

- e .. among a large number of potential applicants for project

wms e -~ —agsistance. The EDA Regional Director must decide where he— e
can effectively make investments which will achieve the progfafi™s
objectives to (1) stabalize or diversify existing economic i
activity, (2) ameiiorate distress and initiate development, and §
(3).to stimulate growth. EDA's investments are critically
dependent upon the guality of local planning and the amount
of effort localities devote to econcomic devsicpment plans.

II. Issue
.

EDA has made initial allocations of available ®Y 1977 funds.
However, a re-examination is necessary because of the recently
enacted extension of the new program containing new authovities.

IXI. Analysis of the Issue

During the relatively short lifetime of EDA, the Congress has
enlarged its program mandate significantly -- from a rural
orientation to a growing role in urban development, a new role
in special economic adjustment, and a responsibility for
counter-cyclical manpower programs. This effort must include

a prioritization of EDA goals and objectives, an understanding
of the types of economic situations to which EDA can effectively
respond, an integration of EDA program tools, and a formulation
of effective area designation criteria.

A critical element of this investment strategy is the role

of EDA in urban economic development. Given the Department

of Commerce's responsibilities for stimulating economic
development and working with the business community and the
lack of emphasis and leadership in this direction, it is impor-
tant that the Department lead business and government into

the kind of relationships and programs that have potential to
achieve lasting success in the cities.

IV. Schedule

Although funds have not been appropriated for many of the new
authorities, EDA should re-examine its investment strategy
during the second gquarter of Fiscal Year 1977 to quide any
requests for funding, such as the FY 1379 budget or FY 1978

supplemental.

ypremo =
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Appendix

Initial FY 1977 investment stragegies for public works,
business development, technical assistance funds, and
economic adjustment assistance.




APPENDIX

ECONOMIC DEVELOPMENT ADMINISTRATION

"PUBLIC WORKS INVESTMENT STRATEGY

\
Public Works funds are allocated to the six regional offices on the
basis of entity programs. This provides a guide which eliminates
direct competition for funds and objectives with other entity
groupings.

The entity programs are:

1. Indian. This is a special grouping in the appropriations
because of the unigue mandate to EDA that Indian areas
do not compete directly for funds with other eligible
areas.

2. Districts. This is the multi-county economic development
center concept which encourages joint or multiple local
governments cooperation in economic development endeavors.

3. Urban Areas. Geographic size and population size coupled
with the immensity of the many infrastructural needs of
these areas demand special attention of the Agency.

4. Other Areas. This category consists of predominately rural

« arcas wnore the unemplovment and underemployment are
problems. The economic problems are also enhanced by high
statistics of outmigration.

With their- allocations, the Regional Dlrectors are encouraged
along the following lines:

1. Designated Areas. Strive to reach those areas which have
-had no previous EDA assistance but have been designated
for at least two years. In these areas, efforts are made
to identify characteristic problems in establishing
programs to overcome such problems.

2. Growth Center Investments. Maintain and encourage an
impact program to assist the economic development center
and improve far reaching and long-term benefit community
cooperation.

3. Non-Profit Applicants. Includes constituencies who are
normally residents of high distress urban and rural areas.
EDA may be the only resource for some of these groups and
if EDA is not the catalyst, possibly it is a source of
supplemental assistance. .




4. Innovative and/or Multi-Area Investments. Continually
investigate new types and scales of projects suggested
by improving or changing economic and locational trends
such as, the growth of the service industry in urban
centers, the availability of old structures or acreages
for rehabilitation, and the need to develop large scale
infrastructure for potential development related to
sources of energy and other resources.

5, Urban Area Investments. There now are new horizons and
responsibilities placed on this sector of the EDA
universe by recent legislation.

BUSINESS DEVELOPMENT INVESTMENT STRATEGY

The Business Development program assists the private sector in
the creation or preservation of jobs through:

- Direct, low interest rate, long-term loans to
companies that are unable to obtain financing
from banks or other sources.

T Loan guarantees whereby the Agency guarantees up to
90% of the loans banks make to borrowers who would

‘& quarantee.
- Interest subsidies on guaranteed loans.

- Refinancing assistance where it is essential to
.~ save employment or create new or increased employment.

Historically, EDA has invested Business Development funds with

the purpose in mind of maximizing the economic impact of its financial
assistance in terms of new or saved jobs. Because of the new three-
year extension of the program, EDA must formulate an urban

Business Development strategy. This strategy could result in EDA
taking a greater than normal risk in its loans and guarantees, and

the utilization of new program tools. '

TECHNICAL ASSISTANCE INVESTMENT STRATEGY

EDA has highlighted the following areas of concern which are expected
to require technical assistance investments.

A. Building Local Economic Development Combetence

There is a growing realization that Federal agencies need
to work with urban governments to improve their capacity
to plan '‘and execute urban economic revitalization activi-
ties. These urban centered activities not only reflect
a heightened Federal priority to increase effective local

~
LA



government competence but also deal with the greatest
concentration of workers who find it most difficult to

— obtain productive employment. EDA already has seen

the first of what is likely to be a substantial number

of applications to assist urban areas and states to develop
industrial retention programs.

B. Interagency Cooperation

- Over the past few years, EDA/TA has worked with other

. Federal and non-Federal agencies to develop and fund

projects that aim to achieve economic stability of

— : growth in specific locaticns. The most recent of these is
the Multi-City Multi-Federal Resource Program that EDA,
HUD, and DCL have agreed to fund. In view of the limited
technical assistance recources and the growing awareness
of economic development as a major element of non-Federal
public policy, we would expect that an increasing number
of opportunities to combine Federal agencies funds at
— : state and local locations will emerge.

C. Trade Adjustment

Concern over import competition will continue to be a

factor in FY 1977. It is likely that many of the tech-

nical -assistance responses will be industry-wide or community
assisted rather than to individual firms.

D. University Centers

University Centers are steadily increasing the signifi-
cance of technology transfer as an element in that
program. University Centers are particularly effective
in saving threatened firms and in adding jobs to existing
firms.

- E. Energy

It is likely that the continued rise of energy costs

- as well as our increasing dependence on foreign supplies
of energy will lead to greater efforts to develop
domestic energy resources and to improve the efficiency
of energy supplies available to us.

F. Utilize 302 Plans .

e FY 13877 should represent the emergence of the first
generation of Section 302 Plans for all states and some
cities. These plans should be carefully examined in
each regional office to see whether requirements for
technical assistance can be identified.

~



ECONOMIC ADJUSTMENT ASSISTANCE INVESTHENT STRATEGY

‘The major focus of the Title IX program during FY 1977 will be

a continued emphasis on sudden severe economic dislocations

resulting in tnemployment. The principal areas of activity are:
. 3

Environmental requirements

Major plant closures A

Energy impacted cormunities on-a limited basis

Trade adjustment assistance

* & ® 0

Judging from the interest already expressed, it is apparent
that there is a great deal of interest in the use of Title IX
for long-term deterioration problems. The versatility of

Title IX is particularly useful in urban areas. Not only do
urban areas have well trainecd staffs to make best use of

the administrative latitude available under Title IX, but there
are many more potential rescurces with which Title IX can
combine to acccmplish an adjustment. Thus the full potential
of the authority can be better realized in urban settings.

Guidelines anéd Rules and Regulaticns governing long-term
economic deterioraticn are being drafted., These will be
ready by the end of the first quarter of the fiscal year.

-~



OPTIONAL LEVELS OF FUNDING FOR EDA

INCLUDING NEW PROGRAM AUTHORITIES IN THE NEW EXTENSION ACT
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I.

II. .

III.

Baékground

Since its creation under the Public Works and Economic
Development Act of 1865, EDA's regular programs have
been authorized at an average level of $762 million per
year. Appropriations for the same period have averaged
only $275 milliion per vear. 2n additional consideraticn
is the fact that the 1976 amendments to.the authorizing
legislation provide for a number. of new programs and
program expansions for which no funding is available in
the current appropriation for FY 1977 nor in the budget
request for FY 1978. A new Redevelopmnent Area Loan
Program has been added; there is a new provision for
interest rate subsidies; Grants to States authority has
been expanded; the Title IX authority has been expanded
to include areas suffering long term deteriocration; and
there is a continuing authorizaticn for Title X at a
rate of $81,250,000 for each calendar quarter of a fiscal
year in which the national average unemployment exceeds
7 percent.

Issue
The avthorizing legislation for the basic programs of
" the Economic Development Administration preovides for the

funding of many diverse economic cdevelcpment progranms.
In spite of the fact that the total authorization has
averaced $763 million annually for the period 1966-1977,
the most ever apprcepriated has keen $360 million. Over
that pericdé appropriations have averaged approximately
one third the level authorized. It is appropriate that
optional funding levels be considered.

Analysis of the Issue : .

Determining the need for economic development programs
is an extremely éifficult task; it is one that we are
giving increased emphasis.

Between now and 1980, there will have to be approximatsly

‘13 million new jobs in the economy if we are to achieve

an unemployment rate of four percent. If these jobs were
to be created throuch the use of public funds of the type
EDA administers, the cost would be approximately $47
billion or almost $12 bllllon per yecar for the next four
years.



If federal funds could be used as a catalyst and could
be counted on to produce matching shares from other
sources at a ratio of two to one, the federal cost would
still approach $4 billion per year.

Clearly, the amounts appropriated to date can be said

to have primarily a "demconstration" effect in terms of
meeting the need for economic development on a truly
national scale, ever though our impact on any particular
locality may be of tremendous importance. Indeed, 1t
could be argued that even at a funding level-of-one— —
billion c¢ollars or more annually, we weould bhe operating
as a demonstration agency. Under such a concept, EDA's
major objectives would be to formulate and test new
techniques of development and to make clear to public
and private economic development leaders the value of
selected development activities, programs, plans, and
processes. Aall this could of course be accomplished
while at the same time striving for maximum economic
develcpment effectiveness at the local level.

Schedule

The FY 1978 budget process leading to the President's
Budget Reguest to the Congress has been completed as far
as EDA and the Department are concerned until such tine
as we may be directed by the new Zdministratien to subkmit
a revised request. ontions could ke considered at that
time. EDA is now in the process of assessing budget
alternatives for FY 1977 and 1978.

When we submit our Preview Estimates for FY 1979 next
spring, we expect to present a program level which
relates realistically to the authorizing legislation and
to the needs of the Nation for economic development
programs. If there are constraints impcsed by the OMB
or if we are cperating under a Zero Base Budget concept,
we would present such a program as an alternative.

<
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APPENDIX

The following table shows the amounts authorized and appro-
priated for EDA basic programs as authorized by Titles I,

II, III, IV, and IX of the Public Vicrks and Econcnmic
Development Act of 1965 as amended and the Trade Act of 1974.
Not included in the table are the Title V programs of the
Regional Action Planning Commissions and the special Title X
Job Opportunities Program and the current Local Public Works
Program. .o :

(amounts in millions)

Fiscal Year Authorization A Appropriation
1966 $695 . $315
1967 . 745 . 275
1968 745 - 249
1269 V 745 236
1870 770 228
1971 i 770 : 231
1972 - 1,070 ‘ 261

~)973 , 1,070 302
1974 , 335 . 221
1875 — 530 , 247
1876 645 360
T.Q. 161 " 80
1977 1,0702/ , 3601/

Subtotal 9,351 3,375 (36%)
1978 1,070-2"3;' NA
1979 . 1,070= NA

-

o~

1/ This amount does not include funding for the following
T new progranms authorized by the extension legislaticn:
Redevelopment area loan pregram (Section 204); expanded
Grants to States authorities (Section 204); interest
rate subsidies; Title X; or for Title IX assistance to
- areas suffering from long term detericration.

2/ These amounts do not include authorization for Title X
of $81,250,000 per calendar guarter of a fisczl vear
during which the national average unemployment is equal
to or exceeds 7 percentum.
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DEMAND FOR LOCAL PUBLIC WORKS CAPITAL
DEVELOPMENT AND INVESTMENT ACT OF 1976 FUNDS
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BACXGROUND

Title I of the Public Works Employment Act of 1976, which
is entitled the Local Public Works Capital Development and
Investment Act, was enacted July 22, 1976. It authorizes

‘grants to any State or local government for the expeditious

construction of local public works projects in areas of high
unemployment. Regulations, program guidelines and appli-
cation forms for the program were distributed on August 23.

A $2 billion appropriation was received mid-October and

EDA began accepting applications on October 26, 1976.

& II1I. ISSUE AND ANALYSIS

The demand for the Local Public Works prcgram greatly

exceeds the $2 billion that was appropriated. As of C.0.B.
November 22, 1976, EDA received 16,216 applications totalling
$16,019,7132,280. t is estimated that the total ultimate
demand will exceed $20 billion.

It is anticipated that the Congress will express consider-
able interest in appropriating additional funds for the
unmet demand. Funds will have to be authorized before an

appropriation can be made.

'SCHEDULE

The deadline for the initial submission of applications

for the first round of the program is Derember 3, 1976,

and the deadline for resubmissions that were submitted

on or prior to December 3 is December 9, 1976. It is
expected that the majority, if not all of the funds, will
be expended in the first round of the program. Selection
of the applications will begin in mid-December and approvals

the end of December.



USE OF EDA'S TITLE I FUNDS FOR THE 1980 WINTER OLYMPICS

I. Background

In 1973, the U. S. Olympic Comnmittee (USOC) issued an
invitation to communities in the U. S. interested in
hosting the 1980 Olympics. Lake Placid sought desig-
nation by the USCC for the Winter Games. The North
Elba Town Board and the Lake Placid Villade Board
unanimously favored the Games by resolutions passed
in October, 1973.

The New York State Legislature adopted a joint resoluticn
on Februvary 4, 1974, which assured the International
"Olympic Cormittee (IOC) of the cooperation of the State.
Subsegquently, the Legislature enacted a bill creating
a temporary State Olympic Winter Games Commission. A
supporting letter to the OIC was written by then
President HNixon on Februvary 13, 1974; this support was
reaffirmed by President Ford in a letter to the IOC
on Septerber 19, 1574, O©On August 5, 1874 the House of
Representatives agreed, by a vote of 382 to 4, to Senate
Concurrent Rescluticn 72 to endorse Lake Plzacid.ag the

~ site.

The LPOOC estimated that approximately $50 million would
be necessary for capital imprevements other than those
proposed to be provided by the State of New York.  This
$50 million would provide for the Olympic athletes'
housing complex, a new Field Eouse, renovation cf the
existing 70 Meter Jump, & Lucge Run, Administrative Center,
Press Center, and supporting power, utilities and
parking facilities. It is expected that the athletes'
housing will be funcded through the Department of Justice;

- the remaining projects would be funded by EDA. The
Agency is now processing a $20 million application
submitted by the LPOOC to cover construction of the ski
Jjumps, field house, and speed skating oval.

In September, 157€, President Ford signed a bill
authorizing more than $4¢ million for facilitic:s (orig-
inally the Administraticn had submitted legisla .on
which would have authcrized $28 million for the con=-
struction of permanent, unique facilities), and said
that in his opinicn the legislation "will not only
furnish the resources necessary for the next Winter’
games to be held in the United States, but will also

-
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III.

provide training facilities for future American Olympic
athletes which will enhance their ability to compete with
heavily subsidized teams from other nations."

Issue

‘The Department has recommended that the agproériations

subcommittees of the House and Senate be asked for their
concurrence in a reprogramming action which would make
$30.1 million available for the 1980 Winhter Olympics
facilities development. The funds would be diverted
from EDA's regular Title I activities. The amount
reprogrammed will provide full funding of those projects
which must be started in 1977 in order to meet com-
pletion schedules.

Although this action will have been presented before

the 395th Congress convenes, it is expected that this
will be a topic of continuing interest.

Analvsis of the Issue

+ It is necessary to obtain Congressional approval, of the

reprogramming since this project is beyond the scope of

'EDA's activity as contemplated at the time funds were

approprlated.

It is important to reccgnize that in making this re-
programming there is a significant impact on EDA's
Public Works program. -The 1977 appropriation contains
$166.5 million for public works, including $146 million
for Title I grants. The recommended reprogramming of
$30.1 million is 18 percent of the total program amount
and is 21 percent of the amount available for Title I.
Such a reduction to its regular program would mean that
EDA would be able to fund approximately 50 fewer
projects in other areas of the Nation.

Nonetheless, reprogramming is the recommended course

of action because of the urgency of making funds avail-
able as soon as possible and because we believe that
the OMB would not support a request for a supplemental
appropriation. »
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Schedule

In ordexr to complete the facilities by eaxrly 1979 as
required by the IOC, construction must begin in April,
1977. It is desirable that Congressional apsroval be

- obtained as soon as possible even though the project is

not likely to be approved prior to February i, 1977

" because of requirements relating to the environmental

impact statement. Early concurrence would oZfer solid
assurance to the LPOOC and would help them oitain
interim private financing if they determired such a
course was necessary. Subsequent to approval of the
$20 million project now pending, an amendmen: would be
drawn up for the additional $10.1 million nesded to
complete the funding of the remaining activities which
must be started in FY 1977.



Fire Prevention and Control



FIRE PREVENTION AND CONTROL

Develop Academy training programs

Develop the Public Education Assistance Program
(PEAP) : .

Develop the Fire Data Center
Claims program by which reimbursement is .
authorized for the costs to local fire services

for firefighting on Federal property

Obtain supplemental appropriation for purchase
and renovation of the Majorie Webster site

Awards for Public Safety Officers
Master Planning Report

Implement and administer an education and train-
ing assistance program

Model state fire organization

e ',('



Title: Develop Academy Training and Education Programs
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1n fiscal vear 1977, the development &nd initizl delivery
of the fcllowing courses will tdne placc: labor/manaca-
ment relations, overview of master planning, system
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architects, implcomentation of master planning {course
delivery in fiscel vear 1978), instructer one, z2nd manaste-
ment cof fire PLCV“?L‘UN r;og'a & (course delivery in fiscxl
o -'\' .

In order for the Acadewmy to cstablish itself 2 a first-
rate institution, it is absolutely necessary that the
initial bloc of courses be of eswvecislly hiagh cuality.
Fiscal yvear 1977 is a2 crucizl yzar for the lonu-term
success 6f the Acadeny progra:n.

uchedulv'
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Irvlementation of course delivery will occur throughout
fiscal year 1877,



Title: Develop the Public Education Asszstance Program
(PEAP)

Background:

Public education programs have been developed for targeted

groups and communities and have proven to be successful

— in reducing fire losses significantly. No efficient or
effective way exists, however, to disseminate these pro-
grams to other communities within the state of origin or

— between states. The Public Education Assistance Program

" (PEAP) will assist states in establishing a public educa-

tion resource center for the collection and distribution

of such programs and materials.

Issue:

P ——

-invfour states~and-a- modoiwfor~use by-all states and the -
nNFPCA will ‘be"developed. . Bdditional resources are being
‘reguested in fiscal year 1978 to expand the system into

additional states.

— Analysis‘of IsSGé? ' ; -

.- - This program will be the key element in the delivery of
. riellpublic education proagrams to local communities, and its - -
G development will guide the NFPCA's role in this area.

Schedule:

Four pilot states are being selected. The guidelines and
criteria for the PEAP program will be published in the
fourth quarter of fiscal year 1877. The fiscal year 1978
budget to OMB includes increased funds for expansion of
the system to additional states.

s-In fiscal year-1977,. the PEAP program will be DiIOL'tested -




" Title: Develop the Fire Data Center

- - Background:

Section 9 of the Act establishes a National Fire Data

- Center to collect and analyze various kinds of fire data.
A National Fire Incident Reporting System (NFIRS) has
been set up to assist states collecting and analyzing

. standard fire data and reporting it to the NFPCA. Also,
a study has been conducted to determine the need and
design of a technical information center within the Data
Center. ; ‘

Issue

Insufficient dedication of resources at the local level
to sustain the NFIRS system could influence the making of
sound national estimates.

'Anéiy81s of Issue~5?3¥tﬁ'

S mIt 15 1mpract1cal to fund .individual’ communltles w;th
S Federal monies to sustain the NFIRS system. The solution
to this problem lies in the dissemination to the fire ser-—
— vices of useful reports analyzing local fire statistics
' that would provido the incentive to dedicate the resources
necessary fo Cﬁn.-pue participation.

C e e

uw—;. L ,8_52253_11_1:_%: R e T T e e S
Work is nroceéding on the development of statistical reports.
The 1979 budget will include a request to fund the technical
1nformatlon center.,
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Title: Claims Program to Provide Reimbursement for
the Costs of Firefighting on Federal Property

Background:

Section 11 of the Act authorizes reimbursement for the
— direct costs and losses incurred by local fire services in
firefighting on property which is under the jurisdiction
of the United States. The legislative history indicates
— that Section 11 was made a part of the Act because the
Comptroller General had ruled, consistent with a long line
of decisions, that fire services which had participated in
the particularly costly firefighting effort at the Federal
Military Personnel Records Center could not be reimbursed
by the Federal Government, without a private relief bill.
53 Comp. Gen. 410 (1973). The general principle was that
- where a local fire service must, by law or contract, pro—
T T vide-fire protection to a given area free of charge, it
~must do so to Federal facilities within that.area.- In -
;such. a”case, there was, prior to Section 11, no authority
" for a Federal agency to contract for, or reimburse costs
of, the local fire organization's service.

‘Essug: ' R , -
— .= .-—.Because ‘section 11 is not self- ermlanatory, and because
e there are difficult substantive and procedural issues
involved, it is necessary to promulgate implementing requ-
lations prior to the processing of claims.

Analysis of Issue:

The issues presented by Section 11 include: what is the
intended meaning of "property which is under the jurisdic-
tion of the United States"; what are "direct costs and
losses”; what is meant by "payments"; and what is the
effect of Section 11 on existing mutual aid agreements
between Federal agencies and local fire services. The

— resolution of those issues is reflected in the documant
which is to be published as a notice of proposed rule-
making and which includes the implementing regqulations.

Schedule:

Formal and informal ovinions have been received from the

Departments of Justice and the Treasury and from officials
in the Forest Service and in the Bureau of Land Management
in the Interior Department. It 1s expected that the notice
of proposed rulemaking will be published in the Federal



- Register by the beginning of calendar year 1877, with a
— 60 day comment period. -During that time, we plan to
solicit the views of concerned Federal agencies and we plan
to hold informational meetings with fire services and local
- officials so as to more directly receive their comments and
answer their guestions. It is expected that the final regu-
lations will be promulgated and claims will be processed
within the second guarter of 1977.




Title: Supvlemental Appropriatidn for Acguisition and
Renovation of the Former Marjorie Webster College

— Background:

Section 7 of the Act directed the Secretary of Commerce to

- establish, at the earliest practicable date, a WNational

- Academy for Fire Prevention and Control. The purpose of
the Academy is to "advance the professional development
of fire service personnel and of other persons engaged in
fire prevention and control activities." The Act autnor-
ized $9 million for the construction of a facility which
Congress intended to be a "small but excellent campus with
a first-class staff and facilities." The legislative history
indicates that Congress assigned the Academy “"the highest
prlorlty if America's fire losses are to be reduced.

S 3—member Site Selection Board 1nst1tuted pursuant to-

. ~the:Academy.locaticn and recommended. the site of the = i
" former Marjorie Webster College in Northwest Washington,
' D.C. to serve as the Academy site and as the offices of
. NFPCA. The Secretary of Commerce formally selected the
' recommended site on August 26, 1876. A Contract of Daie,
conditional on appropriations, was signed con September 13,
:+.1976, and the National Capital Planning Commission approved
lour Master Plan for the use of the site, on November 11,
1976.

The $9 million authorization for construction of the

- Academy is read to include acgquistion and renovation costs.
Lppropriations, however, have not been made. A reqguest for
S5 million supplemental appropriation in 1977 has been

— approved by the Department of Commerce and submitted to OMB.

" The supplemental includes $2.6 million for acguisition and

$2.4 million for planning, designing and construction

_ {largely renovation).

Analysis of Issue:

The Marjorie Webster College site is extremely cost
effective (by an estimated $3 million + in present value)
and offers the critical advantage of a facility wherein
the Academy and NFPCA may be housed together in Washington,
D.C. ,

to Serve as the Academy Campus and as NFPCA Offices

“ Section 7(g) of the-Act reviewed over 200 proposals LOC_;Q}5'f



Schedule:

Assuming approval by OMB, the supplemental budget reauest
will go forward to the Congress in January with the 1978
budget. Final Congressional action is expected by May 1977.
As soon after that time as is practicable, closing with the
sellers will take place. '

Appendix:

Although not attached, the Site Selection Board's Report,
a full Environmental Assessment, and the supplemental
budget justification are available from NFPCA.

| i



Title: Awards for Public Safety Officers

Backaround:

Section 15 of the Act created the President’'s Award for
Outstanding Public Safety Service (to be given by the

_ President) and the Secretary's Award for Distinguished
Public Safety Service (to be given by the Secretary of
Commerce to firefighters, by the Secretary of Defense

to civil defense personnel, and by the Attorney General
to law enforcement officers). A working group from the
three Departments drafted regulations which were published
under the authority of the three Departments as a notice
of proposed rulemaking on July 26, 1976. The 90-day com-
ment period ended on October 26, 1976, and all comments
received have been rev1ewed.

‘Issueg¢§;

Safety Awards Doard (to edminister the President's Award
program) must be established, and three members from each

— i Department and an:Executive Secretary (a Department of

g Commerce employee) must be designated. Citations and

medalo mug* bp 6931vned aﬂd pLOﬂucaa. o

v - L T o

Analybls of Issue.*7“v‘""p~V‘v-:iﬁ:?‘*"t

The promulgation of regulations and the establishment of

the Joint Board require coordination among the three

Executive Departments. While these tasks are progressing,

coordination must commence on the design and procurement

- of the medal and each Department must achieve compliance
with the Privacy Act.

- Schedule:

Secretarial level concurrence in the promulgation of the
regulations, in the establishment of the Joint Board, in
the constituting of the Board's membership, and the design
and procurement of the Awards is desired by the end of the
first cuarter 1977. Simultaneously, Privacy Act systems
should be established. It is not unreasonable to predict
that thess goals can be accomplished, and invitations for
the nominations disseminated, by no later than the end of
the second quarter 1977. :

-

iy
A

Agonndl

o Attached is a copy of the notice of proposed rulémakingl

'inal requlatlons must be’ Dromu?aated “the Joint Public— 77"

P .



S e g e

s e s b D bl LA L e

MeLBRY, JELY 26

1276

Pef :
kfgﬁ&:

Comirol Aidminis

PUBLIC

3

PUBLIC

K2 o
, EALES AR INESL SRR
o N BN RSN E ..
! £ AN Bl P R EUU W
! BT B P 11 £ -
’m\‘w
et e

! . i 4
vy -
AT S

s S el w

> =a

C‘f\

SA

rox
e

:Z ;l"n!\ M ‘

i

A mrﬂt‘ YA
pom |- {'; f'!

fu.mb N> oy Lxew

*

=, .
AT el s ol o S A S Y
W E DLW NCRDRERSZe

"h

':::':.“"'Y 5/; Y
FMY C ‘"

- e,
s e 4 N

Lo o
i o

Nz il

TR
Livhefod

S s
RIRTIEN



. OUIUL

DEPARTMENT OF COMIMERCE

A
National Fire Prevention and Control
- Administration

[ 15 CFR Part 1200 ]

< TUBLIC SAFETY AWARDS TO PUBLIC
SAFETY CGFFICERS

> Proposea Implementation Provisions

This is a notice of proposed ruiemaking
which is issued jointly by the Sceretary
of Commerce, the Sseretary of Defense,
and the Atterncy Geaeral. The proposzed

— regulations implement an awards pro-
gram for puhlic safety oliicers as cstab-
lished by section 15 of the Federal Fire
Prevention and Control Act of 1974 (P.L.
93-498, 8¢ Stat. 1535, 15 U.S.C. 2221 ¢!

-~ Seq., .,78 (f) (g), 42 U.S.C. 250(ay). 15
CFR Purt 1800 would be added fer this
purpose. .

The Act creates two awards: The Proes-
ident’s Award For Ouisionding Public

— Safely Secrvice; and the Secretary's
Award For D,stmgmchul Fublic Safely
Service. Nominations for cither of these
awards arc restricted to persons serving
a public azency, with or without compen-

— sation, as firefighters; law cnforcement
oflicers, including corrcciions or court
ofiicers; or civil defense olicers.

These proposed rezulations ‘.re ihe re-
sult of consulictions among represenia-
— tives of the Deparuncnt of Commucree,
the Department of Delense, and the Deo-
partmzent of Justice. The regulations, as
presented here, are epproved for this
publication by the Szcretary of Com-

__ merce, the Szeretary of Deiense, and the

stney Goneral, and 2re promulzated

.er their aushority by the Adminis-

trator.” Mational Fire Iweveniion ond
< ‘rol Administration. :

airies and comments on these pro-

T 4 regulations should be in writing,

snould indicale the subject addressed,
and should be submitied, on cr before

Octlober 26, 1976 to:

~— Administrator. }Mational Fire Prevention and

Control Adniinistraticn, Den'\rt'nent of

Commerce, P.O. Box 19518, Washington,

D.C. 20036

All comments received on or before
—Oclober 26, 1876 shall be considered and
s!:all be available for public inspection
at:
Room 302, 2400 M Street, NW.,

D.C.

In consideration of the foregoing, it is
proposed to amend Title 15 of the Code
of Federal Regulations hy establishing a
new Chapter XVI1II—National Fire Pre-

—vention and Control Administration, De-
partment of Commerce, conta ming new
Part 1800, as follows:

PART 1800-—PUBLIC SAFETY AWARDS TO
PUBLIC SAFETY OFFICERS

Washington,

Sec.
1800.1
1800.2
18003
1800.4

—1800.5
18706
f

Backeround and purpose.

Definitions.

Nomination process.

Nomination and sclection criteria.
Joint Public Safety Awards Board.
Design and procurcment of awards. -

FEDERAL

Pn'o'Pos:ti RULES

Sec,

1850.7 sLlcctlnr proce«.
1800.8 Presentation of awards.
1800.9 ¥unding.

AutHoriTy: Fedceral ¥Fire Prevention and
Control Act of 1974, sce. 15 (Pub. L. 93-438,
88 Stat. 1535, 15 U.S.C. 2201 et seqy., 278(f),
(g). 42 U.S.C.290(a)). 2
§ 18000.1 Buckground and purpose,

‘The regulations in this part arc issued
under the authority of Pub. L. 93-498,
ihe Federal Fire Prevention and Control
Act of 1974. The Act establishes two
classes of honorary awards for public
safety officers and dirscts the issuance of
the necessary joint rezulations by the
Secretary of Commerce, the Secretary of

2fense, and the Atiorney General. The
Seerctary of Comunerce has delezated
authority, pursuant to -DOO 25-5A, for
tire issnance of the reguired regulations
to {h2 Administrator, National Fire Pre-
vention and Contro) Adminiztration. The
Zdministrator has obtained the approval
of the Szcretary of Defense and thie At-
torney General to izsue these regulations
to imiplement the statutory provisions cn
Lehall of the three czencies concerned,

§ 1500.2 Definiiions

(2) “Public s:l.cty officer” means a
rerson serving a public ageney, with or
without eompcenseiion, as a fivefighter, a
civil defense officer (or membzr of a rec-
ornized civil cefense pPreparcdness orga-
nization), or a law enforcemont ollicer
including a corrections or court ofiicer,

() “President’s Award” means the
Prezident's Aws

ard for Outsianding Pub-
lic BSarety Service, presented by the Pres-
jZent of tha Tnited States to & puklic
safety cfiicer 1or extraordinary valor in
the line of duty or for outstanding con-
tributions to public safety.

(c) “Secreiary’s
Secretary’s Award (or the Attorney Gen-
ernl’s Award) for Distinguished Public
Safety Scrvice, prezented to pukblic safety
officers for distinguizhed service in the
field of public safety.

(d) “Nominaling Oilicial™ meons the
“head of a Federal government depart-
ment or agency, ihe governor of 2 state
or territory, or the chief executive or ex-
ecutives of any gcneral governmental
unit within any state or territory. -

(e} “Joint Board” means the Joint
Public Safety sAwards Board cstablished
by the Departments of Commerce, De-
fencse and Justice, to carry out the pur-
poscs of Pub. L. £3-493 and this part

§ 1500.3 Nomination process.

(a) 'The Nominating Oflicials shall
submit their nominations for the Secre-
tary’s Award to the oppropriate Depart-
ment depending upon the category of
the nominee involved, as follows:

(1) A firefighter: U.S. Departiment of
Commerce, Attention: Administrator,
National Fire Prevention and Conirol
Administration, P.O. Box 19518, Wash-
ington, D.C. 20036.

(2) A civil defense officer (or mcmber
of a rccognized civil defense prepared-

Award” means the .

ness organization) : Dircctor, Dofense
Civil Preparedness Agency, U.S. Depart-
ment of Defense, Washingion, D.C,,
20231.

(3) A law enforccment, corrections or
court oflicer: Assistant Attorney General
for Administration, Oflice of Xlanage-
ment and Finance, U.S. Department of
Justice, Washinaton, D.C., 20520.

(b) The WNominating Oflicials siinll sub-
mit their nominations for the President’s
Award to the Executive Sceretary, Joint
Public Saicty Awards Doard, l\:u.ioa.-al

‘Tire Prevention and Control Administra-

tion, P.O.
29036.

(¢) All nw.m.‘uox.s shall be subinitted
in writint in actordance with the re-
quiremens wvreserived in this section :md
§ 1500.4 at the cariiest practicable date
aier thh neriormanees of the acl or acts
for which the nomination is made.
Naninations for each year shall b2 made
bolore Noveanber 15; any reccived thers-
aiter will e considered as having been
wade jor {he following year.

(d) Neminaiicns for the Prosident's
Award or the Sceretary’s Award sheuld
include the nmme of the candidal:, his/
her rosition \title, the public ageicy
served, the locale where the c'ﬂm" nie
perfonms his/her dutics, the name of e
nominating oificial, a swmnary deierib-
ing the owwstancding contricution. distin-
guishicd service or extracrdinary valorn,
and the rclevant dates relating theseto.
The description showld be sulicie
conc;se and speelfic to justicy th
for reccgnition of the
hrougin a2 nrmcn:atiur
e awards. Conies of any pu
wual accounts of the novni.‘ecs
plishments rshould aiso be
whean available.

(&) An a:mual invitation shall be is-
sued by the Jeint Board for nominations
for the President’s Award and, on he-
nall of the respective Departments, for
the Szerctary’s Award. Such invitstion
shall be issued by letter or by notice n
appropriate publications of intcrest 1o
the public safety community. Hoxever,
nominating oifcials need not wait for
such invitation but may nominate at the
most appropriate time in accordance
with the other provisions of this Part.

Iox 19518, Washington, D.C.,

§ 18060.4 \'ommnhon and sclection ceri-
teria.

(a) Nominations for the President'’s or

Secretary’'s Award shall be macde on the-

basis of, and in conformity with. the fol-
lowing uniform criteria:

(1) President’s Award—Documenta-
tion accompanying the nomination for
the President’s Award must indicate not
only that the nominee unquestionably
meets the standards established for the
Secrelary's Award (see paragraph (a)
(2), of this scction), but also deserves
greater public recognition than that af-
forded by the Sccretary's Award because
he/she has demonstrated unique quali-
ties of courage, imagination or ability,
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which have resulted in outstanding con-
tributions to the public safetly. :

(2) Sceretary’s Award—The documen-
tation that accompanies the nomination
for the Secrelary’s Award must clearly
show that the public sa fely oflicer's aunli-
fying service oract is mnarked by courage,
imagination or ability or has resulted in
a significant contribution tn the publie
safety accomplished turough an orizinal-
ity of effort which far cxeeeds the ex-
pected quality of performance of the
normal dulics nssigned to the nomince,

(L) Nominations shall sbecily whether
the nominee is being suhitted for the

President’s Award or the Secretary's
Award.
SIR00.5  Toint Public Snfety: . Awards
Board.
@) A Joint Publj

Board (Joint Boarid)
lished to fulfill the resp
Secrelzary of Commo:
Defense, ang the Attorney Gene
administeriugpihe precess of noming ion
for the President’s Award and by coordi-
nating th. selection process with the
Executive Office of the Presic Tne
Joint Roard shall consist of nine mem-
bers who are of abpropriate rank (a: or
ecquivalent {o grades GS-14 or ahove),
Three members chall represent each of
the three ¢ ccutive agr . The mem-
- bers of the Joint Board shal scleet one
of their number to act as the chair-
person.

(b) Members of the Soint
serve in addi

Board shall

ition to thejr reznlar duties

and without acditior comnensation.
The n 5.0f the Joint =

establish tho brocedure ich
elections for the Presidents Award shall
)€ Imade to assure the timely presenta-
tion of publie safely avards,
(¢) The Joint Board shall obiain the
' services of a Department, of Commerce
employee to act as the Exceutive Secre-
tary of the Joint Beard. The Execulive
Secretary shal berform such fy netions
&S are appropriate to the Board's re-
sponsibilities, including the receipt of 2ll

By o

FEDIRAL REGISTCR, VOL. 4

PROPOSED RULES

hominations, and the communication of
nomination jnfommtion_ for the purpose
of receiving commants  thereon, from
members of {he bublic safety ccinmmunity
bursnant to § 13C0.5(e) .

() The Juing Board shall review the
nominations for the President's Award
and shall recommend to the Secretary of
Commerece, the Seeretary of Defense and
the Attorney General by February 1 of
each year, these nomineces determined
by them to merit the President's Award,
together with ihe reasons thercfor. The
Sccretarics of Commerce ang Defense
ana the Attorney  General shall then
recommend to the President those normi-
nees determined by them {p nmerit the
President's Award, together with the
reasons therefnr.

(©) The Joint Board may reauest that
persons Iiprosentiug g Cross-section of
the Nationn) pub safetv communiky
comment upon neninations made to the
Board for the President’s Award. For this
purpeze, the communication of nomina-

tion. informution shall be cfiected by

mail,
§ 1800.6 Design  and Procurcient of
awards,
(2) The Joint Board shall consult
with the Denartment of the Treasury

and the Executive Office of the President,
in rezarg to tiie design ang procurement
of the zopy; fate citations n; d meda}
for tie ry IS Avwarg ip ceordance
with app)i ¢ laws an ions.

(bY Insofn; 43 prectie 1 desiens
of the {hree Departments 21 be co-
ordicaied sp 25 10 ovoid distinetly dqif.
fereni re on of the various nublie
safety Oilicers,

sallly

Y N

§ 1809.7

Selection process,

ident’s A\'.'ard—-Nominatioz:s
s Avard shall ke proc-
inted as eot forth in
ie Fresident's
seiected by (3 esident.,

(b) Secretarv's A\:’ard—-Upmg reegipt
of a nomination for the Scereiary’s
Award, the Heud of the Depariment
shall cause an evaluation and selection

essed and ¢y
§18005 Re

30793

of the nominees in accordance with the
sriteria preseribed in § 1800.4(q) .

(©) Individuals hominated for the
President's Award who are considered
not to mecet the crileria for thyy . 1t
by the Joint Board or who are not ree-
ommiended to or sclected by the Presi
dent shall be automatically con
by the 1Icad of the Department 1-
cerned for bresentation of the S:cre-
tary’'s Award, :

i

§ 1800.8 Presentation of awards.

(a) Presentation of the President’s
Award shall be made at such lime, nlace
and circumstance ag the Executive Of-
fice of the President dirests. There
not ke more than twelve (192) Preasid
Awards siven out auring any cale
year.

(hi

Presentation of the Secretary's
Avrard shall be made by the Heng of
Depariment, concerncd or his dess
such time, place and circumstance «
Head of the Department determines.
§ 18829 Funding,

(@) President’s Award—The cosis in.
volved in designing ang striking
for the medal to be D
junction with the President’s A
shzall be prorated amons the tihre
rartizents corcerned, e cost

ay & 1he meda) andg brinting {
{ir e for a recipiont shull

* the Department of Co
ient is a firefizhte
ment of Defense if the
defense oifcer, or By Ei
Juslice if the recinient
ment ofcer.

(h) Sceretary’s Award—AlJ] expeonses
in connection with the Secretary’s i
shall be Lorne by the apprepriatie 1
pPartment.

Dated: July 20, 197s.

: Howarp D. T:iproyn

Admz’nz‘strator, Nationn] Fire

Prevention ang Control Ag-
minisiration.

[FR Doc.76-21657 Fileq 7-23-76,8:45 aun)

mmeiee i
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Title: Master Planning Report

Background:

Section 10 of the Act authorizes the Administrator to
"encourage and assist” states and political subdivisions
in master vlanning which is systematic planning and cost
benefit analysis approach to fire problems. Section 10(b)
regquires the Secretary of Commerce to submit a report to
Congress on master planning which is to include model plans
- and a recommendation as to whether Federal financial
assistance should be authorized for master planning in all
states. NFPCA has awarded grants for the creation and
— testing of models and manuals for community, rural and
state master planning. The community and rural planning
manuals that have been produced are now being utilized and
evaluated by selected jurisdictions across the country.

"‘Whether- the Federal-government, through NFPCA,
establish a large~scale program of assistance to state and

local governments for master planning is the critical issue
to be addressed in the 1878 report to Congreses.

Analysis of Issue:

e e e T T e s v e i e . RIS O AN e . s e SRR SN

rural projects have produced a widely applicable manual
— and methodology; the state project has been less successful.
The issue of Federal assistance is related to the evolution
of a model state agency (issue no. 10), the assistance pro-
gram as authorized under the Academy (issue no. 9), and
under the Public Education Office (issue no. 2), and data
collection and dissemination as authorized under the Data
Center {(issues no. 3). .

_ Schedule:

‘The report must be submitted by the Secretary of Commerce
to the Congress by October 28, 1878. Prior to that, models
should be evolved and tested, and a firm set of recommenda-
— tions on the assistance issue should be put forward.

‘... Program results, thus far, indicate that the community and - -



Title: Implement and Administer an Educetion and
Training Assistance Program

Background: .

The Congress authorized an education and training assist-
ance program in the Act. The NFPCA Administrator is
authorized to "provide stipends to students attending
Academy courses and programs, in amounts up to 75 per
centum of the expense of attendance, as established by
the Superintendent." This section applies to on-campus
as well as off-site training and education courses certi-
fied by the Academy and held at colleges, universities,
and other facilities.

Issue:

.. Through grants to statps, the National Academv for Fire

.ozganlzatlcﬂal Gtean to desclee-the state 1“:a:e. educa- -

tion and training system as it now exists, and the formu-
lation of comprehensive five-year vlans for improvinag fire
education and training throughout the state. Incentives in
the form ¢f financial 2id to studente ig necessary to

assure that fire service personne‘, architects, cnqinec&u,
building officials and others receive the proper and most

vioeffective fire education and training conSLStent w1th the

goals set forth in the five-year plan.

Analysis of Issue:

No funds for this program are contained in the 1978 budget.
It is estimated that, by 1981, $18 million will be needed

for the program.

Schedule:

s g s

Funding for this program has been identified by the NFPCA
Administrator as a key issue in the 1979 budget cycle.



Title: Model State Fire Organization

Background:

In Section 2 of the Act, Congress declared that:

"{5) while fire prevention and control
is and shouléd remain a State and local
responsibility, the Federal government
must help if a significant reduction
in fire io0sses 1is to be achieved."”

NFPCA must cooperate with the States and with local fire

services in developing data, analyses, new technigues and

new eguipment. Yet, many States do not have a centreal

contact point for NFPCA., 1In addition to the imperative

that NFPCA work with the States, the Act {at Sections 8(c},

10 and 12) provides the authority for NFPCA to assist the

‘States’ in devcloplnq ‘the delivery systems necessary to.more - - -

~effect1vnly nrcvant .and control fire losses, to utilize - R

= 'NFPCA programs and to better suoply NFPCA with the data, - -~
testing, and evaluation necessary for the development of
successful programs.

To date, NFPCA has been consulted in the deveclcopment of
_state-level fire programs in severl states and numerous
.. Other states are asking for advice during 1eglslat1ve
“and executive planning activities.

The April 1976 issue of Flreﬂord an NPPCA nuollcatlon,

and control functions.
Issue:

The States, the

local fire services and NFPCA Crltlcally need a model
state fire agency to consolidate efforts in fire preven-
tion and control and to be a contact for NFPCA programs.
Our programs to date would support the award of grant¢ for
the evolution and testing of such a model.

Analysis of Issue:

The Fireword publication outlined functions that seem to
be needed at the statewide level. However, it stopped short
of announcing a specific medel structure. Such a model (or

models) should be created and tested in several states.



Schedule:

Legislative hearings are planned in several states which

are moving to rationalize, through statutes, their fire
prevention and control efforts at the state level. These
will be held throughout 1977 and NFPCA has been invited

to, and will, participate in the hearings. NFPCA alsc plans
to award grants to several states for the development and
testing of a model, during 1977.

Appendix:

Attached is the Fireword issue on the State Fire Safety
Concepts. : E
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HAT NEEDS to be done to

better respond to the current

and future fire prevention
and control needs at the State level?
This question is being repeated in
queries to the National Fire Pre-
vention and Control Administration.
The question is coming from State
officials across the nation, inter-
ested in improving the planning,
development and delivery of their
fire safety services.

The NFPCA is looking at the
situation. The agency has been
observing State programs and talk-
ing with State officials from both
executive and legislative branches.
Based on its rescarch, it has de-
veloped a preliminary concept, a
possible approach to a State fire

safety organization. These beginning
thoughts point to the need for a

single State focus to have the pri-
mary responsibility for matters
affecting the fire safety of its citizens
and for that State fire entity to
receive meaningful input from the
organizations and interest groups
involved in or affected by the State
fire prevention and control effort.

In exploring the present state-
of-the-art of fire prevention and
control activities in various Stales, it
is evident that conceptually the
State role relates to coordinating
services; standardizing and estab-
lishing minimum levels of safety
in the interect of public saiety and
welfare; and supplementing local
and regional fire prevention and
control efiorts.

States perform their coordina-
tive roles in many arcas such as
health care, criminal justice, trans-
portation, public education and
agriculture. Coordinative roles in-
clude a comprehensive identifica-
tion of problems and necds, State
and local program coordination, and
processing and/or distribution of
Federal assistance. Similar functions
are performed in fire prevention
and control.

State governments also stand-
ardize and establish legal minimums
of safety and sanitation on a state-
wide basis. State building codes
typically establish standard mini-
mums of safety and sanitation.
Similar approaches are taken in
highway safety, health care and oc-
cupational safety. Additionally, mini-
mum standards are set for a variety
of occupaticnal skills, including
fire fighting, police services, engi-
neering, nursing, architecture and
others. Finally, States are involved in
standardizing information on vari-
ous parameters including health
stalistics, fire statistics and econom-
ic indicators.

A BULLETIN FROM

THE NATIONAL FIRE
PREVENTION AND CONTROL
ADMINISTRATION, US
DEPARTMENT OF COMMERCE,
WASHINGTON, D.C. 20230

Often these standards and
minimums are coordinated with
Federal programs.

To help meet local and regional
citizen needs, States also provide
direct supplemental services. These
services are.of particular impor-
tance in rural communities, coun-
ties, townships and the smaller
municipalities. Examples of these
supplemental services include agri-
cultural assistance, public health
services, social services, planning
and community development. Sup-
plemental fire prevention and con-
trol services often include enforce-

Continued on next page

EDITOR'S NOTE: State-level ace
tivities aimed at improving the
planning, development anu deliv-
ery of fire safely seivizes cre
definitely on the incace. Tha
Naticnal Fire Prevention and Con-
trol A(‘x'.'ninistration ic seeing cvi-
dence of this as mure antl more
State ofiicmls are calling or wiii=
ing, asking for the NTFCA views
on what needs to be dune to
hetter respond 1o coniemiperary
and future problerns.

To respond to thesa 1squests,
our agency has begun to develon
preliminary lhoughts on State fire
program {unctions, and how they
logically could be coordinated.
Thesa thoughts are a beginning.
They are the formulation of 2
response to your requesis for our
views. This issue of Fireword pre-
sents these thoughts to you, our
readers, so that vou can respand
to them with your vicws, com-
ments and suggestions, We need
your inpui and ask that vou send
your comments to: David A.
Lucht, Deputy Administrator, Na-
tional fire Prevention and Con-
trol Administration, U.S. Depart-
ment of Commerce, Washington,
D.C., 20230,
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NFPCA DESIGNS continued

ment of fire safety standards, fire
and arson investigation, forensic lab-
oralory scrvices, fire services train-
ing and public fire education.

Typically, States provide a vari-
ety of specific services which have
impact on fire losses. These services
often include:

© Collection and analysis of

fire data

© Adoption of minimum fire

safety standards for new
buildings

¢ Adoption of minimum fire

safely standards for existing
buildings and premises

@ Adoption of minimum fire

safcty standards for storage,
handling and use of flam-
mable and explosive
materials

o Enforcement of fire safety

standards

© Investigation of fire and

fire-related crime

e Plan and deliver public fire

education programs

¢ Adoption of persennel per-

. formance stancards for fire
safety personnel

© Delivery of fire training and

education {e firc semvice
personnel and others.

These activities are all good.
But more needs to be done. For in-
stance, it is not uncommon for
State-level fire prevention and con-
trol programs to be developed and
executed by a variety of loosely
coordinaled agencies—and in vary-
ing degrees of quality. It is not
infrequent that several State agen-
cies find themselves in competition
with each other in pursuit of the
same goals. Often State agencies
have overlapping authority and re-
sponsibility, and some needed serv-
ices are not provided at all.

The Congress, in passing the
Federal Fire Prevention and Control
Act of 1974, declared that “fire
is an undue burden affecting all
Americans’’ and that “such losses
of life and property are unaccept-
able.” It also recognized that “fire
prevention and control is and should
remain a State and local responsi-
bility,” and that the “Federal Gov-
ernment must help if a significant
reduction in firc losses is to be
achicved.”

The National Fire Prevention
and Control Administration was
created to give this help—to support
and reinforce the fire prevention
and control activitics of State and
local governments.

What is the NFPCA relationship
with Statc governments? Several
major issues have been identified:
What are Stale responsibilities?
How should they be carried out?
How can NFPCA be most helpful?
With whom in State government
does NFPCA communicate concern-
ing overall State programs?

After considering these and
other related issues, the NFRCA has
developed two preliminary findings:

e FIRST, The NFPCA believes
that each State should des-
ignate a single State entity
as having primary responsi-
bility for the fire safety of its
citizens. Just as the NFPCA
was created as the ““Federal
focus,” each State should
provide a “State fire focus.”
The primary purpose of such
a focal point would be to
encourage coordination,
reduce duplication of effort,
and fill voids in service,
while reducing the State's
fire loss.

SLCOND, the State fire enti-
ty should receive mmmngful
input ifrom organizations
and interest groups which
are involved in or affected
by the State fire prevention
and control effort.

The concept outlined in this issue of
Fireword might serve as a vehicle
for accomplishing these two ob-
jectives. o

0

FOITOR'S NOTE: Fireword is a
month I\' NiPCA publication. In
cacn issue wi'll present informa-
tion on NFiyCA aclivities. \We'd
2t like to share stocios of in-
terest about fire prevention and
courral from around the U.S. with
our readers. i vou are involved in
or know of an eflective program,

s¢end the fiT o enticn ard anv pice
LR (S B 4, Pew Malov and
C' cri Steinvgh, Lditors, NIPCA,

LS. Deportmuent of Commerce,
Viashingten, 0.C. 20230,
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. HIS MODEL State concept for a
State fire safety system estab-

" lishes one possibie methad by
which a State can provide a "“State
fire focus.”

The focal point for, State fire
programs will be referred to as
the “State Fire Commission.” How-
cver, it must be emphasized that the
references here to organizational
names are of secondary importance.
The important issuc is the function:
what must be done?

The State Fire Commission
would be the single State entity
responsible for coordination and |
balance within the overall State i
fire prevention and control pro- ]
gram. The Commission would be
constituted to assure meaningiul
parr-"-pauox‘ by the paid, part-o:
and volunteer fire se:vices, includ-
ing chief ofricers, rank and file
personne!l and code administration
and enforcement personnel typical
of fire marshals’ offices. It should
also include representation from
local government administration,
insurance industry, construction
industry, consumer interests and
State agencies such as the depart-
ment of education, the State forester
and the State fire marshal. This
Commission would provide an op-
portunity for parlicipation by the
various interest groups and offer a
mechanism for the balancing of
various views. Functionally, the
Commission would be a coordinat-
ing force—oversecing the actual
implementation of State fire pro-
grams.

Obviously, the actual program
activities of the State must be
developed and implemented by pro-
fessional full-time State employees
rather than a “commission.” Again,
the titles of the employces or
officials are of secondary impor-
tance to the actual identification
of responsibility and function. Ob-
vious too is the fact that all States
are different in many respects with

¥

.




regard to organizational framework,
statutes and job titles. However,
we have observed two types of
(' “ate officials who “lypically’” have
.sponsibility for funclions which
re primarily fire safety mission
~riented:
e Director of Fire Training
and Education
o State Fire Marshal
This program concept will
focus on these two officials as the
most probable candidates for carry-
ing out stalewide efforts. We will
now examine programmatic func-
tions and how, under this model,
responsibility might be assigned
[ to these officials. Subsequently, we
will consider the role of the Com-
mission itself.

Director of Training & Education

In some States, training and
education responsibilities may be
[~ assigned to the fire marshal or some
other ofiicial. In other States, train-
ing and education responsibilities
are shared by several agencies.
’—- Whatever the title of the agency or
agencies, the important consider-
ation is that these specific func-
tional responsibilities be clearly
r—(“ﬂ.ntiﬁed and assigned. For pur-
:es of this outline, that agency
icaded by an official called the
clor of Fire Training and Educa-
who would be assigned the
. .oWing activitics:
A. Preparation of Personnel
Performance Standards
1. Personnel Performance
Standards for firefighters.
Personnel Performance
Standards for code en-
forcement officers.
3. Personnel Performance
Standards for fire/arson
investigators.
Personnel Performance
\ Standards for fire in-
' structors.
Personnel Performance
Standards for public fire
2 education specialists.
6. Personnel Performance
Standards for fire officers.
B. Preparation of State Plan
for Fire Education and
Training
1. Identify slatewide train-
ing and cducation needs
= for the “public” (pri-
mary and secondary

2

-

"

. school ages and adults),
as well as the needs of
= local personnel who
i, )

deliver community based
public education pro-
grams.

2. ldentify statewide train-
ing and education needs
for fire services (fire-
fighting, leadership,
management, planning;
code enforcement offi-
cers, fire/arson investiga-
tors, instructors; data
collection, public educa-
tion).
ldentify statewide train-
ing and education nceds
for fire-related disci- -
plines (design profes-
sions, industrial commu-
nity, construction in-
dustry, etc.).
4. Formulate a training and
education delivery sys-
tem which
e Provides equal oppor-
tunity to receive qual-
ity programs which
respond to needs

e Integrates the deliv-
ery capabilities of
State instructional
programs with those
of local fire academies,
primary and sccond-
ary schools, colleges
and universities

& Measures the effec-
tiveness of training
and education efiorts

o Adjusts readily to
changing needs or in-
dications of ineffec-

ol

® Provides career in-
centives in fire pre-
vention and control
disciplines
® Tests and certifies
students who have
successfully completed
courses of instruction
C. Provision of Supplcmental
Services to Regional and
Local Levels
1. Provide fire training and
education bv profes-
sionally qualified per-
sonncl.
Assist local communities
in the planning, devel-
opment and delivery
of local training and
education programs for
the public as well as for
fire safety specialists.

_'0'

{ate Fire Marshal .

In some states, the responsi-
bilities here associated with the
fire marshal’s office are handled by
the State Police or another execu-
tive unit. In other States, some of
these dutiecs may be as efiicicntly
performed by the Director of Fire
Training and Education, or his equiv-
alent. For the purposes of this ar-
ticle, these functions are assicned
1o the Staie Fire Marshal’'s Uilice.
Note that the critical factor is not
the name of the State unit, but
rather that the following respon-
sibilities be well defined and
assigned for implementation:

A. Preparation of Standards

tiveness :
1. Standards for collecting
Continued on next page
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NFPCA OUTLINES MODEL continued

and reporling fire data.

2. Minimum standards for
fire safety in buildings
and premises and for stor-
age, handling and use of
dangerous materials.

3. Standards, rules and reg-
ulations for fire safety
effectiveness statements.

B. Data Collection and Analysis

1. Collect data from local
and regional fire services,
fire insurance industry,
hospitals and coroners/
medical examiners.

2. Pre-process data and
supply to National Fire
Data Center.

3. Execute quality assur-
ance programs.

4. Analyze data and define

- statewide fire picture.
Relay feedback data to
local and regional fire
services and others.

C. Preparation of State Master
Plan for Fire Prevention and
Control

Public Law 93-498 provides

that “The establishment of master
plans for fire prevention and control
are the responsibilily of the States
and the political subdivisions there-
of.” The Public Law deiinition of
“master plan” includes the follow-
ing elements:

1. Survey the resources and
personnel of existing fire
services and analyze the ef-
fectiveness of fire and
building codes;

2. Analyze short and long term
fire prevention and control
needs;

3. Develop a plan of action
1o meet the fire prevention
and contro! needs;

4. Estimate cost and develop
realistic plans for financing
the implementation of the
plan and opcration on a
continuing basis, and sum-
marize problems that are
anticipated in implementing
the master plan.

Preparation of the State Master
Plan would have to be done in
close liaison with the State Direc-
tor, and the Master Plan would
closely interface with the State
Plan for Fire Education and Train-
ing.

b

It is also recognized that in
part the missions of other State
agencies have impact on citizen fire
safety (examples: building code
regulation, occupational safety
and health, disaster services,
insurance regulations, wildland
protection). The Master Plan would
also have to take thesc services
into account and contrast them
against overall needs.
D. Provision of Supplemental
Services to Regional and
Local Levels
1. Code enforcement by
professionally qualified
personnel
2. Fire and arson investi-
gation by professionally
qualified personnel
3. Public fire education by
professionally qualified
personnel

State Fire Commission

To achieve interest group input,
balance and coordination, the role
of the Commission would then be:

A. Formal adoption of stand-
ards prepared by the State
Director and the Fire
Marshal.

B. Formal approval of the
Statewide Fire Education
and Training Plan prepared
by the State Director.

C. Advise the Fire Marshal as
to the data collection and
analysis aclivities, includ-
ing adequacy of feedback
reports.

D. Formal approval of the
State Master Plan for Fire
Prevention and Control
prepared by the Fire Mar
shal.

E. Advise the State Director
and the Fire Marshal as to
the responsiveness of sup-
plemental services.

If the Commission “workload”

were considered to be excessive
in accomplishing these responsibil-
itics, the activities could be divided
among special advisory commit-
tees. A functional advisory com-
mittee could be established for the
State Director and the Fire Mar-
shal. Each committce would be
oriented to the specific responsibil-
itics of each of these officials. The
committee memberships might

be scparate from the Commission
or they might be “subcommittecs”

of the Commiission itsell. How-
ever, they would only be advisory
in nature and ultimale coordination
and balance would be achieved b %
the single State entity—the Fire 3/
Commission.

It does not appcar necessary
for the “Commission” to represent
a high-cost activity. Members would
possibly receive travel expenses
and/or per diem to attend ofticial
functions. “Committees” might be
strictly voluntary in nature. As
stated previously, the actual plan-
ning, development and delivery
of programs would be performed
by the State officials. In some States
it may be desirable to establish a
full-time “Fite Administrator” to
serve the Commission and to exer-
cise administrative authority over
both the Fire Marshal and the State
Director. In other States, admin-
istrative coordination may bz ex-
ecuted by the Governor with the
Marshal and the State Director re-
porting to him through their re-
spective Cabinet ofiicers.

Appeals

Certain of the functions enu-
merated here involve legal contre’
and mandatory reguirements (e.2.
code regulations). it lwse Cares,
appeals mechanisms must be pro-
vided for persons agrieved by the
action of an agency or oficial.
This can be handied in a number
of ways, depending upon the ad-
ministrative procedures statutes
in the particular States. Among the
options are the following:

@ Fire Commission hears

appeals.

In this case, the appeliee
might be a member of the
Commission. For example:
the State Fire Marshal may
have written the order of
code compliance which is
the subject of the appeal.
He may also be a member
of the Commission. In
such an instance, the Mar-
shal might have to excuse
himself from the proceed-
ings because of conflict

of interest. (Or, perhaps the
State statute would not
allow him to be a member
in the first place.)

® Create an “appcals board”

solely for this purpose. B

]



—
-
) © Use an “aliorney cxaminer”
*  to hear the appeal case.
— - ® Provide for appeals directly
v to county or municipal
.t court.

As a matter of public policy,
—_ . State may wish to consider
nandling appeals on human safcty
issues only in court. Part of the
cause of “public indifierence”
about firc safety is due to the cas-
ual attitude gevernment some-
times exhibits toward those re-
sponsible for dangerous situations.
The public is probably much more
conscious about trafiic regulations
than fire regulations. In a large
part, this is due 1o the fact that
few pcople are cver issued a

T “ticket” for willfully causing a fire

danger to exist.
Statutory Requirements

The accomplishment of a State
fire program as described will re-
quire a statutory foundation. While
many of the statutory necessitics
are evident, the following will
summarize some of the highlights.
The State statute should:

T 1. Establish and appropriate

funds for support of the

;" . State Director and Fire

o Marshal. Fire Commission

— members would probably

A serve without pay but may
receive travel and per diem
expenses.

2. Establish legal authorities,
responsibilities and qualifi-
cations for the State Director,

T R A T T TS e reE ey

\ &
B 1\Tt~'\\ Q. Teg
Bﬁp Lila Tamma
uk}‘l.l.....\./ Al ..A.\J/J..Aiu./

Fire

h OBILE HOMES now provide
- [\A‘ shelter for roughly one of
; cvery 27 Americans. Increas-
ing concern over the potential fire
hazards posed by mobile homes
— has prompted a comprchensive
study by the Nationa! Bureau of
Standards’ Center for Fire Research.
- Estimates indicale between

Continued on next page
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Fire Marshal and
Commission.

3. Establish penalties for vio-
lation of mandatory regula-
tions.

4. Establish criminal prohibi-
tions for serious fire haz-
ards, arson and careless fire
conduct.

5. Aliow for creation and
administration of regional
fire services.

6. Assure fire service statutes
allow freedom of entry,
promotion and protection of
personnel in all possible
disciplines (fircfighting, in-
spection, investigation,
public education, emergen-
cy medical}, paid, part-
paid and volunteer.

7. Establish mandatory report-
ing of fire data by fire serv-
ice, fire insurance industry,
hospitals and coroners/
medical examiners.

8. Assure delegation of en-
forcement authority to
local and regional fire offi-
cials.

Sumimary

We have said that State pro-
grams should develop with mean-
ingful input from those groups
which are involved in or afiected
by the State fire prevention and

Mobile home fires too often end in
total destruction. A program {o assess
the fire safety of modern mobile homes
is now in progress at NBS,

control effort. Likewise, the NFPCA
is anxious o reccive input to its
programs. This preliminary concept
is published in Fireword for that
purposc.

This does not represenl a re-
quirement of the Federal Govern-
ment. it is, rather, an attempt to
share some of the NFPCA thinking
with you. The concept should be
looked at as one possible method
which might be used to achieve
a comprchensive, well-balanced
State fire program—with meaningful
input from interest groups in the
State. It also represents the type of
Stale organization with which the
NFPCA would like to comrunicate
in its efforts to support and rcinforce
the fire prevention and control
activities of State governmeni.

it is difficult to suppoert and
assist a State activity if there is no
State fire focus and no definable
comprchensive State program.

Your comments and sugges-
tions are welcomed. 11
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Photo courtesy of the Prince Georges
County Fire Department, Bureau of Fire
Prevention
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stional Fire Prevention and
Control Administration
Announces
‘the First National Conforence on
*“The Dynaniics of Fire Prevention”
October 18-20
Hyatt Mouse Hotel
Los £ngales International farport,
Caiifernia :
Reserve Time Now
Watch for Details

NRS STUDIES continucd

2%2-3 million mobile homes are
currently in use in the United
States. From 1960 to 1972, their
production increased almost six
times, from 103,700 in 1960 to
600,000 units in 1972,

Apparently, the fire incidence
rate in mobile homes is no greater
than for conventional housing: but
the danger to life and property is
reportedly three to five times
greaicr in mobiie homes,

Until recently, no systematic
research studies had been done
to determing tho reasons {or this

“apparent hazard. For the past year,

aowever, the Center has conducted
a project to develop a testing pro-
gram to assess the fire safety of
modern mobile home designs.

The studies are being carried
out over a two-year period, during
which a series of tests will be
conducted to obtain experimental
rescarch data on the potential
growth and spread of iirc in a
mobile home as affected by interior
finish, layout, location of ignition
and other special features.f3
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Firefighters in turnout coats battle heavy firefighter's “profective envelope.”
smo!:e at this two alarm fire. Several Photo courfesy of the Bostan Fire
studies are underway lo improve a Department, Fire Prevention Bureau
P S S e e HE SPECIAL needs of firefighters
LTI A are being §1gc§!ed in technology
X L’{f il,fv*.-i Y programs initiated by the
AN TR Y '\ NFPCA National Fire Safety and
Ty 2“"%0‘1‘(_}” Research Office. A major program
’Tﬁ&h@\(&:\}‘ with the National Aeronautics and
~ ¢ e Space Administration for improv-
A E?@?Q~ ing a firefighter’s “protective en-
A s dd velope” has begun and is being
_supported through research under-
way in several other studies. -
The cooperative program with
NASA covers the design, develop-
ment, prototype fabrication, test

and evaluation of improved clothir
and equipment for use by fire-
tighters. Technology and materials

—N
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developed for the Apollo and
Skylab projects are being used in
the development, and represent-
ives from the firefighting com-
_«nunity are assisting rescarchers in
‘dentifying prioritics,

The project objectives include:
improving firefichter safety by
providing protection against heat,
flame, smoke, toxic fumes, moisture,
impact, penetration and clectrical
hazards; improving firefighter per-
formance through better protec-
tion, reduced weight, increased
maneuverability and reduced phy-
sivlogical stress; and, meceting price
levels acceptable to the fire service
and local communities. NASA
recently completed a project to
improve the breathing systom for
firefighters, and will incorporate
those findings into the current
study.

The Harvard University School
of Public Health, in cooperation
with the Boston Fire Department,
Is conducting studies to meoasure
the actual stuctural fire environ-
ment faced by firefighters, This
will help determine at what tem-
peratures his protective equipment
must function.

With the University of Mary-

“and, the NFPCA is sponsoring
awdies to mecasure the physical
iities and reguirements of ire-
wers. This program covers

- ardio-vascular strength, flexibility,

agility and coor dination. Tests
are beginning with a sample of
100 firefighters chosen from the
3,000 active members of the six
fire departments of the metropoli-
tan Washington, D.C,, area,

Data from these studies will
be incorporated with information
gathered by the international As-
socialion of Fire Fighters (AFL/CIO),
under a grant from the NFFCA.
The IAFF has conducted an investi-
gation into causcs of deaths of
{ire department personnel. One of
the most surprising results of the
study was the high incidence of
{fatal heart attacks, Of 107 on-
duty deaths investigated, 45% of
the firefighters died from hceart
attacks, 62% of those attacks oc-
curring at the fire scene. The
IAFF will soon publish a report of
these findings.@
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== HE SITE Sclection Board of the

National Academy for Fire

Prevention and Contro! has
held its first hearings.

The 3-member Board held
hearings March 22-23 in Washing-
ton, D.C., and March 25-26 in
San Francisco. Gral proposals and
comments on possible Academy
sites were heard.

The deadline for filing pro-
posals was April 25, and now the
Board will evaluate those it received.
in selecting a site for recommenda-
tion to the Secretary of Commerce,
the Board can also consider sites
identified through its own initiative.

The schedule of activities for
the Board includes, from May 10~
21, visits 1o those sites the Board
feels are most suitable. By June
30, the Board will make its rec-
ommendations to the Secretary of
Commerce through the NFPCA
Administrator Howard D. Tipton.
The Secretary will make his final
decision by October 29, 1976.4
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== HE NFPCA's National Fire Rel-

erence Service is forming a li-

brary collection of books, audio-
visual materials, literature and doc-
uments to serve the needs of the
fire community and the Adminis-
tration’s staff. The library is being
designed to operate as a national
clearinghouse for fire-related in-
formation, and initially will make
materials available through inter-
library loan. Eventually, the Ref-
erence Service hopes to prepare and
disseminate information products
which will be of benefit to the
fire community.

The new library is having
problems obtaining copies of old-
er, out-of-print books and mate-
rials. In addition to technical and
firc-service management books,
other volumes that can provide his-
torical continuity and flavor of the

Fr i

T A T T IR

fire service are needed: books
such as “Fire and Firefighters” by
john V. Morris (1953), “The Amer-
ican Firemen’ by H. L. Champlin
(1875), “The Third Alarm” by
James L. Tord (1893), “Fire Alarm
—The Story of Fire Fighting” by

J. | Floherty {1949), and the pic-
{orial history The Romance of
Firefighting” by Robert S. Holzman
(1956).

If you have old volumes or
other materials you think the Ref-
erence Service would find useful,
and you would like {0 donate them,
please contact the Reference
Service for mailing labels. Write:
National Fire Prevention and Con-
trol Administration, Attn: Richard G.
Katz, Reference Scrvice, P. O. Box
19518, Washinglon, D.C,, 20036.1
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HNational Fire Prevention and Control Administration
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An accidentally dropped match can do
a lot of damage, but now one company
doinp something to reduce this
ser, The Diamond Ma'ch Division
Jiamond Internationat Corporation,

New York, has introduced “Staplite,” a
bookmaltch which is treated so that it
burns with about half the heat output
of the standard bookmatch, and which
gocs out by itself hall-way down the

i

match stem. Diamond is changing its
entire bookmatch production to
incorporate the Stoplile treatmoent
process,
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CAPITAL REQUIREMENTS FOR THE FUTURE

Background: In the past two years, considerable attention
has been directed towards the possibility of a capital gap-
developing in the United States in the 1976-85 decade. The
claim is advanced that our growth and productivity have
slowed down, particularly in the past decade. Various
studies have concluded that in order to advance technolcgy,
environmental pretection, occupational health and safety,
and greater energy independence that a larger investment
share of Gross National Product than experienced in the
past decade is needed.

The capital formation question is not only important from
the viewpoint of promoting recovery and securing ample
capacity in the eccnomy at relatively full employment to
avoid inflationary cost influences. At stake also is the
potential for an advancement of the real wage rate at a
faster rate than in the recent past and for added total
real income per capita that micht help solve a number of
our sociai problems.

Issues:

1. Should we emphasize the alternative means of
increasing productivity and output growth rather
than accelerating tangible capital fTormation (i.e.,
structures, equipment, inventories, and natural
resource development)?

2. Are our private and social economic goals, as
predicated in the studies, important and

urgent enough to warrant sacrificing more
current consumption than in the past in order
to enjoy higher consumption and social benefits
in the future? '

3. Is the U. S. tax system biased against saving
' and investment?

Assuming that the private investment (and saving) share of
GNP should be increased in coming years wnich of various
alternative policy measures to stimulate investment are
preferable? The alternatives include:

(1) Decreasing corporate income tax rates;

(2) Eliminating the double taxation of dividends



(3)

(4)
(5)

(6)

(7)

through integration of personal and
corporate taxes;

Permitting further acceleration of
depreciation allowances for
computation of net taxable income;

Permitting revaluation of depreciation
allowances to reflect current replace-~
ment costs of fixed capital for tax
purposes; '

Pursuing macroeconomic policies to
allow a higher rate of return on
investment than in recent years, more
comparable to rates in the mid-1860's;

Stimulating resszarch and development
outlays {(with a tax credit, for example)
which would tend to raise the prospec-
tive rate of return on new investment

by development of new products and
cest-reducing processes;

Clarifying and reforming regulations
of business in orcsr to remove the
uncertainties of long-term pianning
stemming from government control.

Because stimulation of -investment at high employment runs

the risk

of accelerating inflation, alternatives for

increasing saving must also be considered and ranked as to
preference. These alternatives include:

)
(2)

(3)

Planning Federal Government budget surpluses;

Stimulating personal saving, as by tax
credits for saving:; and

Stimulating corporate saving by measures
which would include some of those
proposed for investment.

Analysis

Issue 7.

of Issues:

Economic growth and precductivity increases ars

dependent on intangible as well as tangible capital.

Research

has shown that a significant portion of the growth

or improvement of productivity is due to intangible capital



and noncapital factors. Although a number of social
studies of capital requirements suggest the necessity for
greater investment as a share of Gross HNational Product,
there may be a question about how important an increased
investment share is in promoting our national economic
and social goals relative to other measures.

Issue 2. How much present consumption to sacrifice in
return for future increased consumption is a major question
of dynamic allocation which must be answered by an econony.
The social return on investment in terms of net product
approximates 12 percent in the United States economy. The
after-tax individual return on saving, however, is between
5 and 6 percent. With the past rate of growth in the

economy, the Nation appesars to find it difficult to meest its

economic and social goals. If more investment could occur
many of these goals would be met more fully from the
increased future product. The counter argument, however,
is that consumption is the end purpose of the economy and
raising the investment (and saving) share comes at the
expense of the consumer share. Questions concerning the
appropriate distribution of income are also raised. The
Hation has had s79n1f1cant growth periods in the past with
an apparently ampie share of investment. There is serious
question whether the oovernnent should take on a concerted
effort to stimuiate the "proper®™ Tevel of investment and
saving. To make that claim implies that the government
knows the preferences of its constituents better than the
private market. The mix of housing versus fixed capital
development must also be faced.

Issue 3. "The tax system can be charged as bexng biased
from two points of view. From the point of view of saving,
it can be claimed that thes tax structure does not permit

a sufficient reward or net return on saving, which is far
below the return on investment. Consequently, the price

of consumption is too low at the margin. This is a major

‘reason why the Nation cannot save a greater share of its

income. If the government were to tax consumption dollars
at the same rate as it taxes saving, the decision regarding

- the mix of saving and consumption would be put in better

perspective,

On the other hand, the tax system can be criticized as

being biased in favor of the wealthy of the Mation and in
favor of those who can benefit from the deductibility of
various costs from the corporate or perscnal tax base.

The capital gains tax privilege and the myriad of tax
shelters are evidence that the tax structure is in need .



of serious reform in order that the Nation can make social
and economic progress. Incentives for saving and
investnent should be viewed in the context of a more
comprehensive reform of the tax system. '

Schedule: The Toregoing arguments are the essential points

of discussion in a background paper presently being
prepared for the Secretary's Business Advisory Council for
its December discussion topic.. The paper is scheduled

for completion about December 1, 1976.

-
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Promoting Productivity Growth

- Background: The rate of growth of productivity in the U.S.

private domestic business economy has slowed by about cne-
third since the mid-1960's, compared with the prior two
decades. This is true whether productivity is measured by
relating real product only to labtor hours worked, as done

by the Bureau of Labor Statistics, or to real labor plus
nonlabor factor inputs, as is done in the studies by the
National Bureau of Economic Research, The retardation of
productivity growth has been associated with a slower growth
of real average hourly labor compensation and real income
per capita; it contributed to accelerating inflation through
1974 by aggravating the rise in unit costs; and it contributed
to balance of payments problems and competitive difficulties
of American gocds in foreign trade.

Issue: It is unlikely that productivity advance will return
to its 1947-66 trend in coming years unless special measures
are adopted to promote it. This is the conclusion of Edward
Denison, Jerome Mark and Clopper Almon in papers presented on
November 16 at a symposium sponscored by the Raticnal Center
for Productivity and Quality of Vorking Life; and in a paper
by John Kendrick, 'Productivity Trends and Prospects,' printed
by the Joint Economic Committee of Congress on October 1, 1876,

Since productivity promotion would involve scme increase in the
proportion of GNP devoted to investment, tangible and intangible,
and to saving, the issue arises as to whether our people,
individually and collectively through government, are willing

to sacrifice more consumption out of income increments in

the near term in order to enjoy higher rates -0of growth of

productivity and real income over the longer run. To scme
extent, productivity advance can also be realized by altering
instituticnal forms and practices., Here, tco, thexre are costs
and resistances which must be weighed against potential benefits.
Assuming the Govermment opts for stimulating productivity growth,
the question becomes what are the policies that would be wmost
effective towards that end.



Analvsis of Issu There is a considerable literature

analyzing causes f productivity advance, and possible
measures to premote productivity. DBrief sketches of major
types of causal factors, and the kinds of policy options
available, are contained in Appendices A and B, which are
ncmokanda from the Chief Economist to the Sncketﬂry of
Commerce referring to a productivity policy paper prepared
by the Council of Economic Advisers, '

The policy issues are very complex, but the chief areas in
which options may be selected are as follows: (1) Formulation
of a comprehensive national science and technology policy,

with the recently reestablished Office of the Science Adviser

to the President serving as a focal point. The issues

papers of the Assistant Secretary of Commerce for Science

and Technology present many options to promote technological
progress, which is the chief factor behind long-run product;v1ty
advance, Emphasis must be placed on reversing the decline in
the ratio of R& to GNP which has gone on for the past decade.
In addition to increasing Federal funding at least in proporticn

to GNP growth, incentives for privately financed R&D are
needed. An incremental tax credit is one promising approach.
(?) 1Incentives to private fived investment should be con-

sidered, since technological advances are embodied in capital
goods to a large extent. OQur issue paper ''Capital Requirement
for the Tuture" contains seven options for stimulating busines
investment, most directed towards raising the after-tax rate
of return on investment. (3) Since increased knowledge and
know-how are also embodied in people, measures to increase
and improve educational and training activities are important
Subsidies to business for training labor force entrants,
particularly those who have trouble finding employment, could
be expanded. 1Income tax deductions for a portion of tuiticn
and other educational expenses are another approach. Real
public outlays per person for education should be kept on an
upward trend. (&) As to the institutional framework, main-
tenance of workable cecmpetition through vigorous antitrust
action is essential. But, excmptions from antitrust for
desirable tecunolozical cooperation of firms (not iunvolving

price fiwing) should be considered. Regulatory reform, including

provision of incentives for increasing efficiency in utility
rate regulation, should go forward., (5) The Natjonal Center



3

for Productivity and the Quality of Vorking Life should be
strengthened to provide a focal point f{or developing Federal
Government poiicies to promote productivity withio both the
public and private sectors.

Schedule: Since the cyclical recovery in productivity will

probably come to an end in 1977, it is important that major
legislative initiatives be taken by the new Congress. The
promotion of productivity is, of course, a continuing concern,
so that a longer-term program should be developed in con-
junction with the National Center.
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ABSTRACT OF SECRETARIAL CORRESPONDEINCE

v i The Secrecary ‘ The Under Sceererary

INFORMATION MIMORANDUM

FROM: Chief Economist for the Department of Commerce

SUBJECT: Background on Policies to Promote Productivity

On October 8 the Eco omic Policy Board will consi
on policies to promote productivity, prepared by t
Task Force on Productivity chaired by Burton G. Malkiel o
Council of Economic Advisers. It follows the papef dated S T
on recent productivity trends and prospects for the future That
paper documented the slowdown in productivity growth that has
occurred during the past decade. It concludes that whereas the rate

3=

of productivity advance will improve somewhat in coming years, it
will not reattain the pre-19065 rate of growth under present policies
The paper of October 8 will discuss the major policy options which

.re available to accelerate sroﬂu tivity advance. -

As a member of the Task Force on Productivity, I supplied the
authors of the white paper with a ccny of the paper I had written
for tha Joint Economic Committee of Congress (Attachment A to thi
memo), as well as contributing some ideas to the CEA staff membda
who drafted their paper. In an earlier peper for Mr. Rockefzller's
Commission on Critical Choices for Americans, I had gone into policy
options more deeply, and I also attach a copy of that paper '

(Attachment B). Finally, I attach a summary of the M,1.T. Conizren

_on prochhlv1ty which both you and I addressed last April (Attachment

C) in case you missed it,

With respect to policy options to promote productivity advance, thos
advocated by Assistant Secretary Ancker-Johnson to advaﬁce scxvnce
and technology form an important portion of any "menu" of possible
policy measures directed toward the productivity problem gensrally.

Control No - JWXendrick:d1t:10-6-76

- cc: UNDER SECRETARY

Darman
PREPARED BY CLEARFO OY CL"I\REO 8y - L]
o . °©8Y | CuEARED BY RMillizan

£ Chief Econ MComiez

/‘ ’W(< JRendrick~"
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OCLE Subject

-
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2
— Her options are of two main varieties:; those designed to
stimulate investments in RED, such as various types of tax
incentives, subsidies, or QLLec* governmant fundinz; and those

designed to improve th“ l2gal and institutional framework of a
general nature, such as changes in antitrust and patent laws, or
of a Sp“LlLlC 1 istitutional nature, such as expanding NTIS to
provide technical services designed to accelerate the diffusion
of innovations. ‘ ‘

The field of policies for promoting proﬂuctivity is considaxrably
broader than thouse relatingz to scientific and tbconologi cal
advance, hovever, as indicated in the attached papers. It covars

policies to promote tangible investments in new plants znd equip-
ment, and intangible investments in education and training, since
new tecﬁﬂolo gy. and know-how must be embodied in capital goods and

workers.

It involves other human investments d951gneé to improve tae quali
of labor input, such as cutlays for health, safety, and mobllLVJ.
1t involves policies to promote econonic (allocative) efficiency;
to take advantage of potential economies of scale; and to reduce
economic instability, pavticularly of a cyclical variety, which
impacts productivity change. It involves possible policies
designed to influence values and attitudes of individuals, making
them more "productivity-minded" and receptive to the dynamic
forces asscciated with technological progress. Finally, it
involves possible changes and innovations in the legal and
institutional framework to facilitate not only technological
advance, but the other forces noted above.

)A

]

. At a later date, if you would like I could prepare in outline Zform
a summary of policy options relating to all the major factors
impinging on productivity advance. I will also plan to prepare
- comments on the CnA paper as soon as there is a chance to study
it. :

Attachments °

. o
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of inflation on bu iness inceme. Also, by reducing
— beforectax and aftertax, it would tend to reduce divic

and thus increase gross bwginé's saving as well as st
tment. (2) Further rationalization of the public v

izion process, 9oss*b?v tnrough,cupl al budgeting, would
to premote productivity in both the public and priva

The section of the report on promoction of tecpnlcaT progress
weak, c0151sting chietly of a discussion, of increases in Fed
— funding of research and development. TImportant as this is,
many options a"lab1a to sti te private R&D and to promo
the production and diffusion of irnnovations are complete
— over., I would strongly urge that you request Assistant Secr
Ancker-Johnson to select half-a- doze1 or so of her more than
policy options which seem particularly important aﬂd
vritten up for subnission to the CEA and EPB fox ;
fo:mulagkng the policies to promote productivity to be recommen
in January. At a later stage, 1f you consider it approprlate
entire technology .paper m'cag be made available.
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meanwhile, I would stress (1) tax credits for priv

Justified on the grounds that social returns excead priva
on such outlays; and (2) creatiocn of a n=z £

- 3ervices~—probab1y within the DCC, and p sibly througn exp 0

~ of WIIS~-which would promote diffusion of technical kno&lcc” an
know-how, lnvolv ng specific innovations
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With respect to institutional policies to promote efficiency
(pp. 14-16), the paper stresses regulatory reform. This is gosd
as far as it goes, but they overlook the possibilities of buildin
incentives to efficiency into the techniques for regulating

_ utilities and other natural monopolies. They also neglccf the
areas of antitrust laws and enforcement procedures, and foreiga
trade policies, to promote competition na*lOﬂaliy and internationally,
— While they eﬂdOfse sorie of the prc*r” 1s of the MNational Center for
Productivity and the Quality of Working Life, they'do not dsal with
the issue of stre ngthening (and possibly restructuring) that agency
— and others (such as the 0ffice of the Science Adviser to tha
President) so that productivity promotion policies become a con-
tinuing concern Lor.eicccthQ Federal involvement. '

er reaffirms the CEA's commitment to
umably, the 1977 Annual Report of

In the final saction, the p
balanced growth (p. 16). Pr

ap
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the Council will spell out the specif
the econcmy on treck in the coming year. !
is concerncd, this will involve spe c;f;iﬂg the cxtent to wii
proaosed tax recductions should be offset by reducti

growth of Fedexral Government expenditures. This determination
will dapeqd on the strength cf the expansion of private demand in
the final quarter of 1976, and the likely prospects for the coming
year. By latter Decembar we will have a clearer notion of whether
the anticipated plckLp in economic recovery is actually taking
place,
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Policies to Alleviate Unemployment

Background: The level of unemployment in this recovery

has proven very difficult to bring down. The economic surge
in the first year after the recession low stemmed mainly
from the turnaround in business inventories--the changeover
from supplying much of current demand from the stocks of
goods on hand to supplying it from current production--and
from the tax cuts, rebates, and special payments, mostly

in the secondquarter of 1975.- The economic stimulus from

both cf these sources had been very largely spent by the
second guarter of this year, when retail sales turned
sluggish and economic growth slackened markedly. The
unemployment rate, which had fallen from the peak average

of 8.7 percent in the second quarter of 1975 to an average

of 7.4 percent in the same quarter of this year, rose to

7.8 percent in the third guarter and remained about unchanged
in October. Despite the high unemployment, however, the rate
of price inflation is still very high, and seems now to be
declining very slowly at best.

Issue: The problem~--essentially a policy dilemma--is how to
bring down the rate of unemployment without at the same time
causing price inflation to accelerate. A strong application
of fiscal and monetary stimulus~-tax cuts, tax rebates,
increased Federal spending, accelerated growth in the money
supply, lower interest rates, etc.--would be appropriate
policies for high unemployment, but they could also stimulate
the rise in prices, especially as unemployment is reduced.

Analysis of Issue: The remedies for high unemployment £fall
into two categories: macroeconomic policies--fiscal and
monetary measures such as those listed above, which have an
impact on the entire economy; and microeconomic policies,
tailored to have a specific effect on unemployment with only
a minimal influence on other aspects of the economy,
particularly on prices.

It is quite possible that a certain amount of macro-
economic stimulation will be in order next year, if only
because the Federal budget figures and prospects indicate

- that we may fall somewhat short of the degree of stimulus

originally projected--which would have placed the budget

in an essentially neutral position, neither stimulating nor
restraining the economy. In addition, the econometric models
used for forecasting suggest that a tax rebate of moderate
size would have a small beneficial effect on the unemployment
rate, with almost no impact on inflation.
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~ The microeconomic policies that have been proposed
chiefly involve improving the operation of the labor
market by lessening the so-called structural problems—-~
the difficulty of fitting persons now unemployed into the
available jobs. This would involve, basically, improving
the flow of information about job openings and job
applicants, and improving the training and education of
‘jobseekers so that they can fill the openings available.
A computerized nationwide job data bank is now technically
feasible, and could be tried. Other policy options would
include an increase in training programs under the
Comprehensive Employment and Training Act; tax credits
and technical assistance to induce more firms to provide
on-the~job training programs; and wage supplements paid
for a limited time to firms hiring youths 16-24 years of
age, to make up the gap between the legal minimum wage which
they must be paid, and the wvalue of their output to the
firm. A two-tier minimum wage would work in the same
direction, but would meet greater political opposition.
The possibility of paying wage supplements to encourage
the hiring of relatively inexperienced older workers could
also be considered.

Schedule: The above policy measures could be introduced

one at a time, over a period, since the amount of government

effort required would depend on how guickly the strengthening
expected in the private sector was acting to reduce the

level of unemployment. The time required for congressional
enactment of these proposals would of course be a basic
factor contreolling their implementation.

Note: This: issue is treated at greater length in the
"Economic Outlook and Job Creation Strategies" paper
included under the "General" heading.

i



Current Economic Outlook and Macrocconomic Policies

Background: While the present recovery cxceeded slightly

the average of the past four recoveries in its first year,

it has since fallen somewhat behind In the first year of
recovery, real GNP grew at the annugl rate of 7.3 percent.
The rate slowed considerably to 4.5 percent in the second
guarter of 1976 and to less than 4.0 percent in the third,

or an average annual rate of 4.2 percent. In the first half
of the second year in previous postwar recoveri=s, real GNP
has increased 5.6 percent (after adjusting for the 1958 steel
strike). ’

Although total employment has increased more then 1.0
million since March, the slower rate of real growth and an
unusually large rise in the labor force reversed the downward
trend in the unemployment rate. By October, unenployment was
again almost 8 percent of the labor force.

Consumer price increases were relatively moderate in
September and October. On the other hand, the Wnholesale
Price Index accelerated noticeably. In the past five months.

" the rise in wholesale prices of industrial commodities was

significantly greater than in the preceding five months, in

spite ¢f the lack of excessive demand. n a few cases, such
"as fuels, lumber, transportation egujpr nt and rubber, spacial
factors accounted for the acceleration in comm odity prices.

There are some indications that the rate of real econcmic
growth may pick up in the fourth gquarter and will carry over
into 1977. Among thz positive signals are the recent
increases in housing starts and building permits; a continued
rise in new orders for nondefense capital goods and several
optimistic surveys of business intentions for capital spandinc
in 1977; the possibility that some of the shortfall in Federal
spending during the first nine months of the year, particularly

‘defense outlays, will be made up in the final three months of
"the year; and a modest rise in the average workweek in October.

At the same time, such data as employment, unemployment,
retail sales, and industrial production for October, new
car sales for the first ten days of November, and retail
sales for the first two weeks of November suggest that
economic activity in the quarter has started off slowly. In
part, the slow start reflects the impact of various labor
disputes.



While it is evident that the growth rate of the
economy slowed during the middle guarters of 1976, it is
advisable to wait until results for the fourth guarter are
available before deciding what policy actions are
appropriate. Howaver, unless business investment outlays
accelerate and government purchases rise more rapidly than
in earlier quarters, it is doubtful that the strength in
residential construction will be sufficient to.increase
employmant and lower unemployment enough to generate the
rising incomes necessary to produce an acceleration of
consumexr spending and economic growth in the last guarter
of 1976. :

Issue: If the fourth guarter economic data confirm that
real economic growth continued to lag and that growth will
not pick up even in early 1977, a program of stimulative
measures would be called for. In that case the major
questions are:

1. What specific stimulative measures do we need and
for whom? :

2. How much additional stimulus is appropriate?
e
3. When should such measures ke implemented?

Analysis of Issue:

1. what are the options for stimulative measures?

{See attached table.)

2. How much stimulus is appropriate? If a stimulus
is desirable the magnitude will depend on an assessment of
how weak the economy appears. Most views on the need for a
stimulus suggest a tax cut of between $5 and $15 billion.
A $5 billion tax package would have very little impact on
an economy as large as ours; a $15 billion package would be
less than the initial $23 billion tax package enacted in
early 1975 but. comparable to the net amount extended in
the fall of 1976. By comparison, a $15 billion tax cut
and last year's $23 billion tax package, as a percent of
total receipts, are both smaller than the tax cut enacted
in 1964.to stimulate the economy.

3. When should such measures be implemented? If
stimulative measures are desirable, they should be imple-
mented immediately after the new Congress convenes in order
to reduce the likelihood that the impact will be realized
after it is needed. S s




Action

1. Immediate tax rebate

timlative Measures

otions for

Pros

1. Will inprove consumer sentiment and thus
encourage consurption and provide incentive
for investment and inventory exgansion.

2. Doesn't permanently reduce government

revenues needed to finance future spending.

3. Can be implemented quickly since cdoesn't
require a change in withholding rates.

2. Broad based, permanent 1. Will stimulate both consmption and

tax cut

3. Business tax change

1/ It should be noted that the tax cuts extended in 1976 are scheduled to cxpire at the end of 1977.
are allowed to expire, this vould conpensate in part or in whole for new pormancnt tax cuts.

investment directly, prov:Lm rg production,

~ jobs, incomes.

2. A permanent tax cut is more likely to
encourage consunption than a ones time
rebate.

1. Will increase cash flow and rate of return

and thus encourage investment wiailch in turn

will stimulate consupiion.

Cons

1. One time rebate doesn't significantly
affect private spending patterns.

2. Deesn't directly encourage investment
which is necessary for more rapid growth
and increased productive capacity.

- 3. Could generate increased inflationary .

pressures.

1. Reduces resources.gvailable for future
government spending.=

2. Could generate increased inflationary
pressures.

3. Could take too long to enact, and its
impact would come at wrong time.

4. Would be implemented through reduced
withholding rates, thereby blunting the
potential impact on consunption because
weekly or monthly increase in take-home
pay would ke modest.

1. will not directly stimulate consm'ptlon
thus, no great incentive to invest,
particularly since already have unutilized
capacity.

If they



Cpticns for Stimulative Measures (oontinued)

Action

4. Direct spending
programs

5. More e}épansionaw
mornetary policy

Pros _ h A : ‘Cons

2. Depending on the form of the tax change 2, Points 1-3 in item 2 above.
(e.g., deferral of social security or
unenployment insurance taxes) could provide

a stimulus to business and at the same time
remove' sone pressure for price increasces

which would help hold down further :Lnflatlonaxy
pressures.

1. Have a greater multiplier than a tax cut. 1. Increases level of goverrment spending.

2. Can pinpoint inpact on the unamployed 2. Spending programs are slow to start up,
or construction industry. frequently have an effect long after
‘ their need.

3. Increased grants to State end local
governments could be coupled with reguirement
of lower sales taves, thus helping to hold
down prices.

1. Generally has a greater irpcct on :Lmest« 1. Generally takes ‘longer to have an

nent than fiscal policy. irpact.

2. Does not require congressicnal action, 2. Could generate increased inflationary
thus could be implemented faster 1f FRB pressures.

cooperates. : ’

-3. Can be reversed.




‘and the inpossibility of control or significant modificati
oy

Inflation and the Incomas Policv Option

Bachground: In the post World War II period a variety of
approaches has been used to hclp control or modify price
and wvage behavior in order to restrain inflation and avoid
undermining the achievement of various goals such as full
employment, balancad budgets, improved balance of payments
and expanded social programs. ‘With rapid double digit
inflation of recent years, the inflation issue has assumed
an increasingly central role in the development of economic
policy. Since the devaluations of 1971 and 1973, price
levels in the domestic economy have become more sensitive
to sectoral shifts in production and consumption and to
conditions in the interna tlonal markets. The 1nflaLﬁoner
shock of the embargo imposed by the Organization of Arab
Petroleum Exporting Countries (OAPEC) and ‘the olil price
hikes of 1973-1974, along with the c¢eneral commodity
inflation of that period related to devaluation, a world-
wide boom and some produc -ion disruptions, was aggravated
and made more visible in the U.S. by the formal wage-price
controls in place at the time. The recent experience with
inflation acguainted the public and policymakers with the
many causes of inflation, the inflaticn process if%r]f,

20N
of inflation by usec of wage~wri¢e controls alone. A brief
discussion of the recent enierlcwcb and some observations
are provided in Appendix A. Briefly, they suggest that a
vage~price policy approach cannot, by itself, be effectively
used to counteract policy errors, demand-pull inflation, or
structural impediments to achieving reductions in the rate
of increase of inflation.

Issue: In the present context of excess capacity and hich
unemployment, the economy may need some additional fiscal

stimulus. However, different forms of stimulus have different
implications for inflation, growth, and productivity. Since

many analysts assume that stimulative measures will generate
increased inflation, some have advocated an incomes pollcy
to help reduce or offsat potential additional expansion-
induced inflation or inflationary expectational effects.

Analysis of Issue: As used here, the term "incomes policy"
refers to wage-price guidelines and public hearings or similar
devices which are designed to persuade business and labor to




exercise restraint on wages and prices. In the context of
the discussion above and in Appandix A, it is assumed that
existing efforts in other reqgulatory, administrative, and
policy areas will also coatinue, be expanded and/or new
approaches will be lnltlated whether or not the "incomes
policy" option is actively pursusd. The discussion will
of necessity b2 general and not considexr such variations
to. a guidelinas approach as the "social compact" or "real
wage cuarantaee” ncepts suggeqcad by Arthur Okun, Charles
Schultgh William Nor$'aus, and others. Most of these
concepts will roguire rther elaboration by tho authors
before much analysis can be done.
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The "incomes policy" concept used in this overview consists
of two elements:
°© Public hearings and similar public fact-finding
“approaches.

° .Wage-price guidelines.

Cne implication of the first element is that a major effo
will be reguired to analyze past sectoral price and wage
behavior, and to monitor current, and proiect likely futurs,
events. These analyses, in turn, inply action and puullc
policy guidelines in other areas in order to provide a
franework for sectoral wage-price discussions and public
hearings, so az to establish general public knowledge as

to governmental goals. What is cons*deveg‘by the government
to be "fair" or "reasonable" wage-price behavior by the
private sector will undoubtedly undergo considerable change
as hearings and discussions progress.

®

Regarding the second element, wage-price guidelines, to

obtzin an historical perspective it may be useful to consice
~the original guides (the "guidepost" term was to be used laber)
for noninflationary wage (including £fringe benefits) and price
bzhavicr, these were provided initially as a basis for public
discussion by the Council of Economic Advisors in the Economlic
Report of the President, 1962, p.189. The original wage and
price guices, and four specific modifications or excepticns
are includad for refarence in Appendix B. Since thess "guides
were later modified, and lost much of the original flexibility,
and then became numerical guideposts and were "politicized,”

"



it is perhaps useful to note that the initial proposals
were fairly complex. While the wage and price "guides"
were relatively simple concepts, the adjustments and
possible corrections made their application anything but
mechanical. Initially, neithezr the guides nor the

modifications were given specific quantitative limits.

the evolution and use of

A more thO?ough discussion of
the wage-price guideposts can be found .in John Sheahan,
— The Wage-Price Guidenosts and portions of the 1975
Brookings volume Lxnortation and Controls . . . . A brief
blbllograga" on 1n-l tion and wage-price policy is included

. as Appendix C,

At this stage of the analysis it would be somewhat premature
to go into the various analytical, statistical, legal and
operational issues which are important elements if an incomes
policy is to be pursuad. Perhaps more important, initially,
is to consider the eifects on bhusiness planninc and
expectations before public statements on "incomes policy”
are nade. The history of inflation policy in the last
fifteen years would suggest that business could interpret
or misinterpret statements 1/ regarding "incomes policy,"
even in the limited context of this discussion, z2s the main
focus, rather than a pcssible Parb of, forthcowming inflation
- policy. Given the past experience with guidelinss, which
' gradually increased in their infl ueﬁco over wage-price
decisions, price increases could make a controls prophesy
_ a self-fullfilling proposition.

Schedule: At this stage, a timetable for decisions or
further analysis would be premature, the major exception,
perhaps, being the avoidance of premature statements.

l/ See, for example, New York Times (November 11, 1976,
- p.1).






