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SappgeilQlas A

Inflation Eff
Other Than "I

aocts of Covernnent Actions
ncomas Policy" or Controls

There has been a tendency for policymakers and the publiz
to equate or associate actual or potential governmental
action cn inflation with the imposition of guidelines or
"incomes policy" or formal wage-price controls. While
informal and formal controls have, of course, been used

in the postwar era, and they do represent one class of
wage—-price policy options, the association of governmental
action on inflation with controls of one form or another
may have resulted in overattribution of success or failure
in containing inflation to the presence or absence, success
or failure, of these measures. '

This perception of governmental policy has tended to divert
attention away from analysis of the causes of inflation and
the inflationary process itself, and the appropriate
political and eccnomic policies to deal with causal and
process aspects of inflation, and toward discussions of the
appropriate technigue for wage-price policy (2.g., mandatory

or voluntary, full coverage or selective controls, etc.).

The conventional vwisdom after the recent 1971-1974 experience
is to conclude that peacetime wage-price controls or "incomes
policy" approaches do not or cannot work as a part of
governnental wage-price policy to contain inflation because
of the complex nature of our economic system. This may or
may not be true, but a review of even a few o0f.the causes

of inflation and policy errors before and during this period
suggest that other factors have had a major influence and
need to be considered. These include 1/:

° Stop-go monetary policies (1969-1974) which aggravated
Federal finance problems and did little to deal with
rising prices.

® 1969-1970 "soft landing" approach designed to reduce
wage claims by reducing real ocutput and employment

l/ The subseguent discussion is based on an unpublished
paper by A.J. Eckstein (1974) cited in Appandix C and
portions of various other evaluvations of this period.
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which overlooked the nature and impact of the collective
bargaining cvcle emerging at that time.

1971 reversal of monetary policy, with rising unemplov-
ment and declining tax revenues, and resulting monetiza-
tion of the expanding Federal debt, did not produce any
clear increase in the demand for money; the increased

supply of money, however, did decrease intersst rate
and increase the capital outflow from the United States

Fw
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With the large money supply expansion of ecarly 1971
there were coincident large dollar outflows of short-
and long-term capital, the latter reflecting judgement

-that the U.S. dollar was overvaluad and that nothing

was being cdone about it. The dollar was finally
devalued, and the gold window closed, August 15, 1971.

The expected short—-run results of the currency devalua-
tion did not occur as fast as was expected; under
conditions where markets are less than competitive,
resource transfer is impaded, and where the foreign
sector is relatively not so important {(as in the U.S.),
economic adjustment takes much longer or may not occur
at all. ' :

The 1973 devaluations reflected the impatience of
econcmic policymakers when the 1971 devaluation did
not produce the intended results. The action was
interpreted as U.S. inebility to bring inflation underxr
control. The result was a repid loss in the exchange
value of money since the dollar served as the major
reserve currency or numeraire good. This, along with
a worldwide boom in incdustrial countries and some
disruptions in worldwide production, led to a heavy
flow of money into commcdity markets where currency
hedging could take place in terms of commodities with
some "store of value." A commodity inflation ensusad
and these conditions also made it easier for commodity-
producing countries to adjust prices to alter terms of
trade. O0il is the foremost example with the embargo
and price increases of late 1973 and early 1974.

In the pre-devaluation period much of the diacnosis
indicated inflation to be a result of the shift in
demand from goods to services not accompanied by a




proportional shift in production capability. This
reinforced the notion that inflation was "cost-push.”

° One of the effects of the 1973 set of devaluations was
the effective cutting-oif of the supply of low-priced
imports. This permitted the domestic price level to
rise, particularly where the domestic supply capacity
was inadeguate to mzet demand of a fully-employed
economy. The beshavior of steel prices is a good
example of this sort of response to devaluation.

The presence or absence of an adeqguately coordinated and
informed governmental policy related to inflation can, as
illustrated by the above overview, be a more important
factor offsetting inflation than the more visible "incomes
policy" or wage-price mechanism which usually receives the
blame or praise. A balanced approach to iniflation using
appropriate tax, expenditure, trade and administrative or
other legislative powers is needed to deal with both the
long- and short-run, causal and process, aspects of
inflation. The above discussion sucggests that several
things must be done or initiated in order to get at
underlying causes of inflation. First, a means rust be
found to begin to altcr the incomz dislribution betuesen
labor and capital, between service sector labor compared

to goods~producing labor, and between consumption and
investment. Second, if near full-employment of resources
is to be achiesved and maintained, a wider variation in
relative wages between sectors has to be sought or resources
will not be reallocated to their most advantageous uses.
Third, the structure of consumption and production which
developed under fixed exchange rates but with international
capital transfer may have lulled policymakers into a more
passive attitude regarding guestions of sectoral growth and
price determination. Income shifts implied by devaluation
no longer permit such an easy separation of policy analyses
of sectoral growth and price determination. Price levels
in the United States are presently much more related to
sectoral shifts and conditions in international markets
than was the case in 1961 when "incomes policy" was
perceived as important in order that expansionary

policies could proceed without a deterioration of the
balance of payments.,

.
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Other Inflation Policy Options

The following list is suggestive of some proposals and/or
policy changes which can directly or indirectly affect the
"underlying inflation rate." The latter concept was defined
in hearings before the Senate Budget Committee by Charles
Schultze (February 1976), as average hourly compensaticn
(wages plus fringe benefits) minus some trend rate of average
annual productivity change. . (He uses a figure of about 2
percent for the last year or two.) The basic idea of the
above inflation rate is that prices will tend to increass

in the longer run at about this rate even though they will
increase at different rates, above or below this figure,

in the short-run.

Using the Schulitze calculations, the underlying inflation
rate went from about 4 percent in 1971, to 4.5 percent in
1972, to 5.8 percent in 1973. During lB?d it peaked at
7.7 percent and declined to 6.4 percent in 1975. Based
on more recent data, it has continued at about the same
6.5 percent rate in the last four guarters (1975 III -
1976 IIX). ‘ '

In the context of the above 1nr]4,10n concept, inflation
policy options can perhaps be looked at in terﬁs of whether
they are likely to vield a reduction in the underlving rate,
which has shown little movement in the last two years, or
whether they focus on trying to offsat or affect short-term
price movements.

Incomes Policy Options:

° Reduction of payroll tax rate (social security).

Effects: One-time effect on production cost and under-
lying rate. If applied to workers as well, effect is
similar to anincome tax rate reduction except cuts

are larger for lower to lower-middle income taxpayers.
Revznue would have to come from general funds. Net
effect on revenue, via efiects of action on disposable
income and growth, needs to be investigated as well as
long-term problems with the benefit formula.



ST

Guidelines with a guarantee. Includes various concen

(.J

Tax rate reductions to offset progressivity of tax
structura under lgilauwonary conditions.

Effectgs: (Sce also issue paper on fiscal stimulus)
One cffect is to remove inflation induced fiscal

drag due to revenue increasing about 1,2 times faster
than inflation rate. Longer lasting affect on growth
and less inflation, but deficit eifect lasts longer
than a rebate,. ' -

Grants to State and local governments tied to sales tax

reductions,

Effects: One-time downward effect on prices. No
guarantee they won't rise again. Difficult, perhaps,
to administer, ‘

"Incomes Policy."

Effects: Discussed previously, could have an effect con
reducing inflationary expectations and therefore the
underlying inflation rate. Also could affect some

short~run price/wage movements, particularly in sectors
¥ 7

with considerable market power.

of a "soclial compact,” or "real wage guarantee" natur
which trade guideline behavior for tax cuts when pric
exceed an agrced number.

e
e
o
A

s

Effects: Gives the Federal Government an incentive to
fight inflation to avoid revenue loss. May cut dow
GXPQCuathﬁal wage demands. Could have a large impact
on deficits, and would reguire effective fiscal and
monetary policy to deal with demand-pull inflation.

Regulatory Peview,

Effects: Ongoing and expanded efforts directed toward
achieving "regulatory reasonableness" can affesct the
underlying inflation rate both direcitly, for thoss

cases where prices have downward rigidity, and indirectly

in terms of modifications which eliminate somz of thez
ost/price pressures. In soma cases these changes will
result in more price flexibility with price increases

-



as wa2ll as decrcases. This, however, has a side benefit
of removing somz of the rigidity in the inflationaxy
transmission » 2ss which contributes to the probhlem

of sustained inflation. Increased efforts to reduce
public and private costs in administering or complying
with regulatcry reguirements also affect inflation by
reducing expenditures and reallocating personnal to

more productive pursuits. Most of these actions directly
or indirectly affect either the underlying inflation rate
or its flexibility. ' . ' ’

[
-
L

Stricter enforcament of antitrust laws.

Effects: Can make product or factor prices more responsive
to fiscal and monetary policies. Effect in the short-run
is likely to be small, but has important long-run implica-
tions regarding inflation and the inflationary process.

Supply-related nolicies. These relate to adeguate
investment in capacity to aveid future bottlenecks, as
well as short-term actions such as stockpile sales to
either ease supply pressure and/or offset commodity
inflation shocks. Agricultural policies can, as
evidenced in 1972-~1973, have a considerable affcct on

- £ M wny
inflaticnary pressurces.

Manpower nolicies. Appropriate policies can have some
affect on structural unemplovment. One of the key
inflation issuss is whether they can do so without
future distortion of relative wage relationships.

3

Improved collective bargaining. In certain indusiries
such as construction, improved collective bargaining
procedures, perhaps along the lines advocated by
Professor Dunlop, could pernaps help improve wage
flexibility or avoid inflationary "leap-frogging."




SURVEY OF REGISTRATION AND VOTING STATISTICS

~ Background

The 1975 Amendments to the Voting Rights Act of 1965 (P.L. 94-73) require
Census to conduct surveys of registration and voting after each November
general election through 1980, in political jurisdictions subject to the
original and expanded coverage of the Act. The 1976 survey has been funded
and is in progress. The 1978 survey would cost approximately $5.6 million
over FY 1878-79.

Issue

To comply with FY 1978 budget restraints, Census/Commerce decided not to
include the 1978 survey requirements in its FY 1978 request, and to ask
the Department of Justice to recquest Congress to amend the Voting Rights
Act to make the surveys quadrennial. Justice or the U.S. Civil Rights
Commission, or both, may object, as primary data users, to the proposed
curtailment. If supported administratively, Congress may take no action
because of strong support for the survey, when enacted, and a reluctance
to open up the statute before its expiration in August 1982,

. Schedule

Census will submit draft material for legislative initiative to Office of
General Counsel by mid-December, for transmittal by General Counsel to
Justice. Submission to the Congress should coincide with or shortly follcw
submission of the FY 1978 budget to Congress. o active consideration of
the proposed amendment would require amending the FY 1978 budget request

by March or April 1977.

Proponents of more extensive statistics on minority group voter participation
and civil rights compliance monitoring can be expected to argue for program
expansion rather than any curtailment.



DEFINITION OF A FARM

Backgreund

For statistical purposes, a farm is defined in terms of acreage and total
vailue of preducts sold, in order to establish the universe in scope o7 the
census of agriculture required by law every 5 years. The definition wes
revised in 1975 and became the subject of political controversy during the
94th Congress. A definition which includes most "small farms" requires
substantial expenditures for the census to produce statistics for farms
that contribute 1ittle to agriculture preduction. A definition which
excludes scme "small farms®, for example, those with iess than $1,C00 in
value of products sold, is viewed by scme Members of Congress as an action
which will iead to ignoring the importaence and the needs of rural farming
communities in the development and implementation of Federal programs and
clicies,

Issue

The jssues are fully develcoped in the attached Secretarial abstract. A
decision has been made by the Administration to use the original definition
proposed for the 1974 Agricultural Census, i.e. $1,000 or more worth of
agricultural products produced for sale. This will be used both in finail
reports of the 19724 census results and in the 1978 census. Commerce zand
Agriculture wilil contact Congressional Committees concerned with this issue
to attempt to obtain their support.

- Attachments



INFORMATION MEMORANDUM TO THE SECRETARY

From: Chief Economist for the Department of Commerce
Subject: Farm Definition Issue ‘

We anticipate that you will shortly hear from James Lynn with regard to the farm
definition for the censuses of agraculture, advising you of certain Office of
Management and Budget decisions in connection with the farm definition and
related publications, and recommending or directing that certain actions be taien
by the Department.

A revised statistical definition for farms was jointly developed (Census, Depart-
ment of Agriculture, OMB) which for 1974 wculd have included only places with
$1,000 or more of agricultural sales. In August 1975, the Department issued a
press release announcing the "new" definition. However, congressional opposition
became apparent. Legislation passed (Public Law 94-22%8) including a statutory
“freeze" on the "old" definition until June 30, 1976. At subsequent hearings it
was evident that the intent was to maintain the definition beyond that date.
Legislation was introduced to mandate a farm definition formula. It did not pass
~but we anticipate similar legislation will be introduced in the 95th Congress.

Because of Public lLaw 94-22%, our preliminary agriculture census publications are
based on the "old" definition but also provided limited data on the "new" defini-
tion by labeling appropriate columns "All Farms" or "Farms With Sales of $1,000
and Over."

Data and publications éomputer programming for content and display layout of the
final reports also have been developed on the basis of the "old" definition, with
additional classifications to provide data for farms in the disputed category.

It is our understanding that OMB intends to recommend or require the use of the
“new" farm definition ($1,000+ TVP) as previously announced in 1975. This could
include a requirement to refer to "o1d" definition and "new" definition in all
remaining 1974 Agriculture Census publications.

The anticipated OMB action could have the following impacts:

1. Modification of publication tables already planned could delay release of
final publications from the 1974 census.

Prepared by R. L. Hagan, Acting Director of the Census Bureau



2. Publication of the 1974 data by the "new" definition will--in our view--
carry a significant risk that Congress will attempt to reestablish, by law,
the "old" definition, with consequent delays and uncertainties introduced
into the planning and processing of the 1978 Census of Agriculture.

The Bureau's position has been that, in view of strong congressional interest,
the final publications from the 1974 census--like the preliminary publications--
should be presented in terms of the "old" definition.

The attached statement provides background and chronology cn the farm definition
and related issuss.



Census Bureau Statement re Farm Definition

There has been considerable recent controversy within the Administration and
the Congress over the definition of a farm as used for statistical purposes
in the censuses of agriculture. This paper summarizes the problem and sets

- forth our present position on this matter.

In the 124-year history of the census of agriculture, the definition of a
farm has been changed seven times. The definitions and changes are shown in
attachment A. The definition of a farm has always been based on value of
production and nearly always on an acreage criterion as well. The change

in farm definition in 1959 was based on both criteria - i.e., $50 worth of
agricultural products produced for sale for places with 10 or more acres

and $250 worth of agricultural products produced for sale for places with
less than 10 acres. That definition was also used in the 1964 and 1969

- censuses.

The desirability of making a change in the farm definition was raised in
the late 1960's since it was felt that changing price levels and other
economic changes in the structure of farming were distorting the farm
statistics by the inclusion of these minimal operators. However, since the
Bureau was instituting a major procedural change (from field enumeration
to a mail collection of data) for the 1969 census, consideration of a
revised definition was deferred to the 1974 census. Accordingly, discus-
sions were held with the Bureau's agricultural advisory committee at
public meetings over a period of several years. The Department of
Agriculture, having primary concern in this area, was a major contributor
as was the Office of Management and Budget. A revised statistical
definition of farms was jointly developed which for 1374 would have
included only places with $1,000 or more of agricultural sales. We
understood that the Department of Agriculture had discussed this proposed
change with the appropriate congressional committees.

In August 1975, the Department of Commerce issued a press release announcing
the new farm definition. Of course, data for the 1974 Census of Agriculture
were collected on the old basis and plans were to show information in terms
of the new and old definitions so that the effect of the change in
definition could be measured. The decision to change the definition of a
farm for census purposes was made after a lengthy examination of the
question and, from a statistical point of view, the Bureau feels that the
decision was correct. It has become evident, however, that more than
statistical questions are involved.



It quickly became obvious that the defining and reporting of the number of
farms are not only important to data users, they are politically sensitive
in view of the resulting relationships between counts of farms, estimates
of farm income which are developed outside the Census Bureau with additional
data sources, and Federal programs related to agriculture. Several
congressional hearings directed their attention to the farm definition

and its impacts. (It became apparent that the revised definition had not
been cleared sufficiently with Congress. During all of our efforts, we
were assured that USDA had discussed the proposed new definition wwth

its congressional committees. From subsequent developments, however, it
was discovered that USDA failed to inform the Subcommittee on Family Farms
and Rural Development, a component of the Committee on Agriculture. Had
the Bureau been eware that USDA had not carried on complete discussions,
the Bureau would have done so0.)

In September 1975, we testified on legislation to adjust the dates for
future censuses of agriculture. We encountered substantial congressional
reaction to the new farm cefinition. The legislation became law (Public
Law 94-229) early in 1976 and included a statutory “freeze" on the old
definition until June 30, 1976.

In subsequent hearings, both Census and USDA defended the new definition,
and Members of Congress were reassured that the changas would have no
adverse impact on the provision of Federal benefits to small farms. One
reason given for this assurance was that previous definition changes were
nandled by "hold harmless" administrative actions. Some Members remained
concerned that the use of & new, lower number of farms in conjunction
with farm income estimates would show an increase in farm income aftected
largely by the classification of farms rather than by real events; or,
that the large decrease in total farms would adversely afiect Government
programs which should assist rural residents.

The Bureau strongly supported the new definition until it became evident
that there was a serious need for data on small farms. Attachment B
presents a chronology.of these events. The principal opposition to the
new definition came from Congressman Charles Rose, Chairman of the Sub-
committee on Family Farms and Rural Development. As indicated above, the
seriousness of this opposition is reflected in Public Law 94-229 which
requires the use of the old definition through June 30. Through the
hearings, several Members of Congress expressed the desire to maintain the
old definition beyond that date, and legislation to that effect was
proposed. H.R. 14830, which would legislate a farm definition formula,
did not pass during the last session of Congress. However, we anticipate
that legisliation dealing with "farm definition” will be introduced in the
next session of Congress.

In view of all the conflicting interests in "farm defini;ion,“ the Bureau
feels that at this time it should not take any direct action that could
be interpreted as ignoring the will of Congress.
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The most recent meeting on this subject was held at OMB on August 10, 1976.
Director Barabba and Dr. Paarlberg had the opportunity to present their
views to Dr. Joseph W. Duncan, Deputy Associate Director for Statistical
Policy.

Our position is as follows:

- I. For the 1974 Census of Agriculture, the Bureau was committed by law
to begin publication of the preliminary county reports-under the oid
definition. It has concluded also that the basic tables in the final
State reports should be presented in terms of the old definition.
Additional tables will present-some data separately for farms under
$1,000 so that both levels of classification can be measured. OQur
conclusions are based on a judgment that any other course at the
present time could result in legislative action which would freeze
the old definition. We feel that such legislation would be
particularly unfortunate.

This matter was discussed at our most recent meeting (June 16, 1976)
of the Census Advisory Committee on Agriculture Statistics. It was

reiterated that any action or actions by the Bureau that seem to be

ignoring the will of Congress could result in permanent mandatwng of
the farm definition.

I1I. As we move ahead in the planning of the 1978 Census of Agrigculture
we believe- the Bureau (and other sincerely interested individuals and
groups) should ccoperate and intensify actions in two broad areas:

A. Better liaison and improved communications with appropriate
legislative committees.

B. Intensify planning efforts to find acceptable ways to provide
needed measures of small and economically insignificant
agricultural activities via demographic censuses, surveys, and
other means, thus relieving the agriculture census from this
responsibility and permitting it to concentrate on statistics
on agricultural production.

In summary, the Bureau consistently and faithfully supported the new farm
definition favored by USDA and other users. The Bureau changed its position
— on the farm definition when it became increasingly evident, based on clearly
’ articulated congressional concern, that data for small farms below the
proposed cutoff were needed for policy purposes. The Bureau felt that it
had & responsibility to provide for such needs. Consultations are continuing
with OMB and USDA on this matter. The change in farm definition was
supported v1ocrou31y and in good faith by the Bureau, and the later change
in Census position was clearly in the interest of avoiding a mandate from
o Congress.

Attachments



ATTACHMENT A

Farm Definitions Used in Censuses of Agriculture

Acreage Limitations Other Criteria
1850 None $100 worth of agricultural
1860 , products produced for home
use .or sale
1870 3 or more acres - any agricultural operations
1880 less than 3 acres - $500 worth of agricultural
1890 products sold
1900 None , agricultural operations
requiring continuous servyices
of at least one person
1910 3 or more acres - any agricultural operations
1920 less than 3 acres - $250 worth of agricultural
products produced for home
use or sale; or constant
services of at least one
person
1825 3 or more acres -~ any agricultural operations
1830 {ess than 3 acres - $250 worth of agricultural
19835 . products produced fcr home
1940 ‘ use or sale
1945 3 or more acres - agricultural operaticus con-
: : sisting of 3 or more acres of
cropland or pastureland; or
$150 worth of agricultural
products produced for home
use or sale
less than 3 acres - $250 worth of agricuitural
products produced for home
use or sate
1950 3 or more acres - $150 worth of agricultural
1954 : products produced for home
4 use or sale
3 less than 3 acres - $150 worth of agricultural
: products produced for sale
1959 10 or more acres - $50 worth of agricultural
1964 products produced for sale
1969 less than 10 acres =~ $250 worth of agricultural
products produced for sale
Definition None $1000 or more worth of
Originally agricuiltural products
Proposed for, produced for sale

1974



ATTACHMENT B

Chronology of Statements Made and/or Positions Taken
Relating to Farm Definition

Prior to May 1975

May 1975

August 12, 1975
September 26, 1975

November 7, 1875

February 25, 1976

March 15, 1976

April 26, 1976

Deliberations held with USDA, OMB, and the
Advisory Committee supported a change to
$1,000 by an 8-3 vote.

OMB wrote to Congressman Long, la., advising him
that a decision on the farm definition would not
be made without congressional input.

New farm definition announced by Census Bureau.
Hearings were held on H.R. 7824,

At this time there was considerable concern in
Congress over the new farm definition.

USDA also was acutely aware of the concern over
the farm definition as shown by Don Paarlberg's
statement and related gquestions and answers.

The House Agriculture Committee's Subcommittee on
Family Farms and Rural Dpvp1opm9nu held hearings
on the farm defimition. Miss Shiriey Kallek,
Associate Director for Economic Fields, presentad
the Bureau's position.

In response to a question at the Federal Statistics
Users' Conference Agriculture Subcommittee meeting,
Mr. Wiliiam Kibler, Administrator, SRS, stated thet
SRS was building a name and address list and that
the 1ist would contain all agricultural producers
rather than just those who normaily prcduce $1,000
or more of farm products.

Public Law 94-229 passed containing language which
required the Bureau to use the old farm definition
through June 30, 1975.

Additional hearings ware held on the farm definition.
These were joint hearings conducted by the Sub-
committee on Family Farms and Rural Development
and the Subcommittee on Census and Population.
Vincent Barabba, Director, presented the Bureau's
position.



10.

11.

12.

13.

May 4, 1976

June 16, 1976

June 22, 1976

July 1876

August 1976

Following the April 26 hearings, the Bureau
received correspondence from Congresswoman
Schroeder, Chairman, Subcommittee on Census
and Population, inferring that legislation
might be introduced regarding the farm definition.

The Census Advisory Committee on Agriculture
Statistics discussed the current status of the
farm definitipn.

Hearings were held on H.R. 12397, H.R. 11048, and
similar bills by the Subcommittee on Census and
Population. Director Barabba presented the
Bureau's statement. :

Communications between Dr. Paarlberg and Mr. Barabba
resulted in exchange of views between Secretary
Richardson and Secretary Butz.

Meeting was held at OMB at which the views of.
Dr. Paarlberg and Mr. Barabba were discussed with
Dr. Duncan.



IMPACT OF REPORTING REDUCTION FROGRaAM ON STATISTICS

Background

President Ford's Reporting Reduction Program, as implemented by OMB, imposes
ceilings and other reguirements on recurring and single~time report forms,
and their respective burdens on respondents. &2s applied to the Bureau of
the Census, the ceilings and guidelines present serious problems to be
resolved. Without relief, some of the Department's essential statistical
programs, as carried out by Census, will be fundamentally disrupted or
impaired within the next 6 months.

Issue

The issues are documented in the attached memorandum,

Schedule

In response to the issues, the Assistant Secretary for Administration has
prescribed a scheduled Action Plan, copy appended to the issues memorandum.
Census Bureau has initiated implementation on Part I of the plan---prepara-

tion of a Secretarial reguest to OME for a policy decision and for a waiver
of the reduction requirements with respect to the statutory censuses.



MEMORANDUM FCR Joseph E. Kasputys
Assistant Secretary
for Administration

/
Through: dJohn W. Kendrick ”?Lk)i’/ -

ChieT Economist /'
for the Department of Commerce

From: Robert L. Hagan . '
Acting Director  (%gred) Robert L. Hagan

Bureau of the Census

Subject: Problems of Ceilings and Base Under. the Guidelines
for Reducing Public Reporting

‘he Census Bureau fully recognizes the need to comply with OMB and depart-
mental guidelines for reducing public reporting burden. However,.the current
guidelines and their interpretation present both the Department and the

Bureau with serjous problems for our recurring reports, and will make it
impossible to conduct, &s planned, .the 1977 Economic Censuses, the 1977 Census
of Governments, the 1978 Census of Agriculture, and the preparatory work for
the 1980 Census of Population and Housing.

We believe there are alternative approaches which would be consistent with

the basic objectives of the reporting program. I should, therefore, like zn
opportunity to discuss these matters with you and John Kendrick to datermzne
what actions and adjustments may be mutually agreeab?% If agreement can be
reached on certain specific resolutions to the ceiling and base proo]emg, we
believe we can proceed to effect savings while reducwng the expressions of con-
cern that will come frem important data users in the event ‘that discretionary
programs are eliminated or curtailed. .

The balance of this memorandum présents background ma‘**fa] to describe the
problems anc the steps being cons1dared to deal with ¢

SINGLE-TIME REPORTS, INCLUDING PERIODIC CENSUSES

There seems to be no altarnative to requesting an exception to the report and

- man-hcur ceilings for single-time reports in order to perm?» the Bureau to

ancuct the-1977 Census of Covernments, the 1977 fconomic Censuses, the 1578~



Census of Agriculture, and the plenning and preparatory work for-the 1980
Ccnsus of Population and Housing, all of which are specifically recuired by
law. The ceilings imposed on Commerce in this regard apparently made 1ittle
or no allowance fTor these mandated program exp>ns1o“s and the reguirements
wa2re set when periodic progrems were at a.low poxnb in the cycle. The BSuraz
of the Census is required to conduct a census of governments and a group of
econcmic censuses at 5-year intervals in the years ending in “2" and "7". The
econcmic censuses include the census of manufactures (initiated in the year
1810), mineral industries (1840}, retail and wholesale trade and construction
industries (1929), selectad service 1ndusur7°s (1933) public warshouses (1634),
and transportation (1963). : .

In order to increase the level of accuracy, minimize the cost of the censuses,
and relieve the business community of reporting burden, we make extensive use,
under strict confidential restrictions, of seTected information from adminis-

trative records.

Although most of the report forms associated with the above economic area
censuses will not be mailed until the latter part of December 1977, ceiling
relief is needed now in order to provide the necessary lead time for forms
designs, printing, and form assembly operations preparatory to actual mailing.
Submission of these forms to OMB.for approval will begin within the next few
months. We currently estimate the total single-time respense burden for the
economic censuses to be 3,874,700 man-hours and 254,000 men-hours for ths
census of governments. These burdens will appear in the inventory before
September 1977, and will exceed the single-time burden ceiling by 800 percent.

Public Law 94-229 recently amended section 142 of title 13 to require that
the next census of agriculture be conducted for the year 1978. Testing of
various alternative approaches will begin early in 1977. OQur plans include
the use of statistical sampling in order to keep the response burden to a
minimum. The current best estimate for response burden in this census is
approximately 2,870,000 man-hours, a potential reduction of some 400,000 mzn-
hours from the 197” burden of 3,300,000.

The 1980 Census of Population and Housing will also impact on the single-time

burden before September 1978. The development of the 1980 census program re-

quires the conduct of a series of tests in 1977, leading to a dress rehearsal

of the final procedures in 1978. These activities will involve some necessary
expansion in the reporting burden before September 1978, perhaps on the order

~0f 102,000 to 300,000 man-hours.

4

It is possible that some pretest forms will become inactive as other forms
become necessary for the census programs. MWe cannot, however, count on stra-
tegic timing to cope with established ceilings. The forms ceiling is already
a problem, and the man-hour ceiling will be exceeded subs»antwal]y in 1977,
beginning w3gh1n several months. .



We recommznd thet an exception requast be forwarded to OM3 which.2sks
the Bureau's single-time programs required by titie 13 or other law e

that

ither

be excluded entirely frcom the Ceommerce Torms and burden ceilings or included

in new and higher ceilings. Tne principal alternztive would be to reco

to the Congress thzt one or more of the mandated psriodic censuses be
from title 13; we assume that this alternative would be viewed by the
ment and OMB as totally unacceptable, as it is to us.

RECURRING REPORTS

Economac Suau1Su}CS Programs

rmend
daleted
Depert-

In the Bureau's economic area, more than 60 percent of the recurring man-hour
response burden is accounted for by surveys that are specifically required by
law. Thus, the 5-percznt reduction could require a 12.5-percent reduction in
all other economic surveys of the Bureau, and the further 15-percent reducticn .
could require a reduction of a third in the nonmandated eccnomic surveys,

unless discretionary and mandated surveys are given comparable consideration.

To proceed within the guidelinss and ceilings for recu
urring man-hour burden, we would have to take the kin
below; choices among these possible actions have not be

are obviously subject to serious repercussions:

(.1. ‘S

1.  Raise the cutoff from $250 to $500 for the comp1?at1on of
exports shippers declarations

2. Convert all monthly and quarterly current industrial reports
series to an annual basis

ri ng v pGA tS and re-
s of actxons sugJested
zen f inalized, and 21l

. 3. Propose the elimination or curtailment of those current economic
surveys which represent a disproportionately large fraction of

total man-hours, such as the Annual Survey of Manufacturers’

4, Adjust current survey sizes or methodology in surveys, such

as monthly retail sales and housing starts in order to achieve

burden reduction, which would result in larger seampling erro
and impact adversely on the quality of the data

The ramifications of these types of actions should be discussed initi
you and the Chief Economist, and would also require consultations wi

r's

ally with

th the

Economic Statistics Subcormittee of the Economic Policy Board, OMB, and other

Federal data users.



Ve are a1roady planning for the conversion to an annual basis of the Quarterly
Survey of Fesidzntial Altsrations znd Repzirs. In order to meet the reduction

objectives, however, we would be Torced to terminate or weaken sionificantly
the Bureau's important Current Incustrial | ehor*S series, the Annual Survey

of Manufecturcs, the Annual Survey of Exp dxnurus for 0i1 and Gas, the Monthly

and Annuel Rstail Sales Survey, the Monuhiy Survey of Housing Starts, znd the
‘onthly S“iéi, Inventories and Orders Survey. The latter surveys are part

of the eccnomic indicater series. Ye would also not be able to start several -

new surveys in the critical inventory mzasurement area.

Demographic Statistics Programs

Although none of the demographic area recurring surveys is specajlcaliy re-
quired by law, the data are used for programs required by law. A prime
example of this is the expansion of the Current Population Survey (CPS) sample
to meet the requirements of the Comprehensive Emp]qyment and Training Act

of 1973 (CETA) to provida local area unemployment data. By inference, the

CPS itself, which produces the official monthly national estimates of employment

and .unemployment, becomes required by law. Even if this inference is not
supportable, it is quite clear that the CPS cannot be considered as a candidate
for termination. It should also be noted that the expanded CPS is a critical

and essential element in the compilation of improved statistics for minority
groups as called for by P.L. 94-311 (H.R. Res. 92).

In addition, many of the CPS supplements produce data that are used in the
admlnlsuratzon of important Government programs. For exzmple, the March CPS
supplement is the major source of znnual data on .the number and characteristics
of the poverty population, and personal and family income distribution by
source and by characteristics of recipients.

In the demographic area, approxmately 20 percent of the recurring respondent
burden is accounted for by programs financed primarily by the Census Bureau.
Most of this burden is associated with the CPS and its associated supplements.
The remaining 80 percent is associated with the reimbursable surveys conducted
for other agencies. Thus, the 5-percent burden reduction, 1§ applied to this
area, would require a 25-percent reduction in the Bureau-sponsored portion of
the program, and the further 15-percent reduction would require eliminating
these programs altogether. Any alternative would require program and policy
decisions by other Federal departments and agencies. _

The reimbursable reports constitute an important part of the information base
for programs administered by other agencies. For example, the lLaw Enforcement
Assistance Administration (LEAA) sponsors national victimization surveys as
well as surveys that collect data on State and Federal prisons. The data
collectad in these surveys are the primary source of LEAA statistics. The

D T ey ame———— e
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Annual Housing Survey conducted for HUD and the whole spacirum of “surveys
ccncucted for the component parts of HEW are examples of mejor programs for
which data are collected by the Census Bureau. If these surveys are noi

conducted by the Bureau, they are not likely to be elimineted. Rather, thay
will be conducted under other auspices, contrary to well-established prz _1ce
that data collection in large-scale recurrent surveys of the Federzl Eovernment
js assigned to the Census Bureau. The responsibility for conducting ssveral

of the demographic and economic surveys was assigned to the Bureau Trom

other agencies precisely for the reason that they would be batter done by

the Bureau and more assuredly result in.the publication of statistics available
to the public for general use. Thus, from a Government-wide point of view,

the reporting burden would merely be shifted from one agency to another and

the utility of the results would be less certain.

ALTERNATIVES FOR THE DEPARTMENT

The inclusion of the rewwbursab?e program report forms in our base puts Commerce
and Census in the untenable position of attempting to assign priorities to both
appropriated and reimbursable work, when the two areas are not compzrable in
terms of sponsorship and accountability. It is possible that, given time, we
could negotiate reductions in respondent burden at the 5-percent target level
with program sponsors. It should be noted, however, that changes in methcdology
for these surveys are normally extremely time consuming, and may involve
substantial costs not covered by ongoing budget levels.

The reimbursable work, whether de mographic or economic, should not be included
in the Department's or the Bureau's ceilings, and we recommend that the O0ffice
of Managsment and Budget be asked to reverse its September 1, 1876, directive
on this matter. During workshops that followed phase one of the reporting—
reduction program, we also asked that reimbursable progrzms be included in the
inventories of sponsoring agencies.

OTHER CONSIDERATIONS

We continue to be concerned about the application of certain phase one guide-
lines for report forms; specifically, those which generally prohibit the
collection of subnational.statistics and the conduct of surveys not wholly
federally financed. These guidelines should be modifiaed to incorporate the
rationale in support of the current industrial surveys as proviced by companies
and trade associations during the September OFMB hearing, and to reflect the
~vitent to which subnational data serve specific Federal program purposes.

We also believe that OM3 should be asked to consider modifying its criteria
for reporting reductions to reflect weli-established statistical stancards for
juality, frequency, and timeliness of data production. While the present



;i'

criteriz provics Timited cuidznce with regard to respgense rates, there are
several other considerations which should be incorporated; for exemple, the
questions of whether date reliebility in a monthly survey is ccmmansurate
with month-to-month changes in real values, and whether published dataz are
available in a reasonable time after tne references period.

Final]y, the Department's instructions for achisving reporting reductions
call for ranking every report form as to relativs 1mpcrtance en a scale ¢
ona to ten. This is not & manageablse rﬁQu1r"~ nt in the short term {or 230
report forms. Hor is it a dasxrab;e action, in that such judgments can only
be made correctly for those limited forms whose main _purpose is to serve the
direct needs of the Department. For the vast bulk of the Bureau's work, which
serves a wide range of needs outside of the Department it would seem most
inappropriate for the Bureau to attempt such an evaluation.

+

)(U-

We view secretarial-level consideration of the issues outlined above as fully

in accord with the President's program. As a case in point, Secretary Richardsen
recently assisted us in a meeting with Secretary of the Treasury, Williem Sannn,
to request the inclusion of two small and simple questions on business tax
forms. Mr. Simon agreed to our proposal, which will obviate reporting in the
1977 Economic Censuses by more than 3-1/2 million business firms and provide
savings to the Government of several millions of dollars, as well .as cost
avoidance for business firms, many of which are small businesses.

Secretary Richardson's personal intervention was necessary to accomplish this
specific goal of minimizing reporting burden. Secretary Simon's personal
attention to the matter was reguired in view of a policy of the Internal
Revenue Service not to plece information requests on tax Torms Tor nontax
purposes. The Secretary of the Treasury agreed to our proposal because of the
overal]l benefits to the Government, and thus made an excepticn to an internal
policy aimed at minimizing reporting burden imposed by the Treasury Department.

The implications of the reporting-reduction progrem for the Department's sta-
tistical programs would appear to deserve comparable consideration, and,
where appropriate, the recommendation of alternatives to OMB Director Lynn.

Tho Bureau is sympathé;ic to the objective of reducing respondent burden. OQver
the past four decades the Bureau of the Census had made very sizeable gains

1n the reduction of public reporting burden as a pioneer in the extensive use

of probability samples and administrative records. O0On the other hand, the
existing reporting-reduction program should not go unchallenged, since some
alternative approaches could also serve the basic objectives. The agreement
reached by Secrcaaty Richardson and Secretary Simon illustrates, in our view,
the importance of having some flexibility built into the reporting-reduction
program, as well as the level at which tradeoff decisicns shculd sometimes be



he Bursau .n»-wdo to move vicorously toward the objectives ¢f the
n program. At the same time, however, we want to be sure that the
nt is Tully &pprisec ¢f the p”ob}ems involved, and the 1mp37Ca»‘OﬂS

cpeoeg actions.

The Ccnoress, the executive branch, and the public have continuing data needs
which are served directly by the zureau's data-collection activities--activ-
ities which are widely recognized as being based on the efficiencies of long
experience with the design of rzport forms, the use of administrative records,

and sccommodaticns to the.prob]-ub and burdens of respondents. The 0OMB
guidalines and the Department's implementing instructions assume in some

instances and require in others that the relative importance of statistical
report forms czn or should be scaled. Whether this is true or not, the judgment
involved cannot be made quwck?y and may not be resolvable on obgec§1ve cruter1u,
With regard to the Bureau's statistical programs, prior experience with proposed
program curtailments has demonstrated conclusively that the Burezu should not
make such judaments by itself. These decisions in the past have been confronted
with the contrary views of Federal po?wcywakers, the Congress, or other important
users of statistics, with the result that program curtailment proposals have
seldom been sustained. :

We offer this point not to suggest a "hands off" attitude, but to caution
against hasty decisions which could, in consequence, erharrass the D°partmeni.

toreover, tne arbitrary dismantiement of parts of & dete-delivery sysiecm which
took many years to develop could have consequences Tar more detrimental and

costly than would be balanced by the savings in reporting.

In view of the reporting milestones for this program as established by your
office, and the urgent need for discussion and guidance, we should like to
meet with you at your earliest convenience.



ACTION PLAN

I - Immediate (by end Kovember)

Census must prepare an abstract with draft letter for Secretary Richardson's
signature to OMB Direcior Lynn, which:

a. Rzguests a waiver of PMIHZ reguirements with respect to z2ll
statutory censuses, including a Department commitment that
the public reporting burden for each such upconming census,
will be the same or less than the burden for the last such
census, e.g., the burden for the 1977 Economic Census shall
not exceed that of the 1972 Economic Census; and

b. Request an early OMB policy decision and pronouncement that
any public-use report which involves two Federal agencies—e-—
a sponsoring agency and & collection agency-~--shall be the
sole responsibility under OMB Circular A-40 of the
sponsoring agency.

II - Short Range {by mid-December)

Census must proceed with the categorization-evaluation of its
public-use reports {(per 9/9/76 AS/Administration memorandum) in
order to achieve the DOC burden reduction goals, plus one percent
(*) for all reports excepting those categorized within Ia., and
b., above. ’ :

III - Intermediate Range {(by end January 1977)

Census legal staff in conjunction with program officials should
prepare for consideration by AS/Administration and AGC/Legislation
a draft legislative proposal to amend the statutes in order to
except from the pertinent provisions of the U.S. Code (and
subsequently from OMB Circular A-40, future reduction efforts, etc.)
any public~use report which:

-- is explicitly required by law {e.g., EDA's current
Local Public Works program forms);

-~ is implicitly mandated by law (e.g., forms necessary
to conduct the legislated censuses); or

-~ is expressly requested in writing by representatives
of a substantial segment of any industry (or any other
significant and discrete segment of society) and is either
to be fully funded by the requestors or is deemed to be
clearly beneficial to the general public.

* The additional one percent would be a contingent reduction to be called
on by the Department, as necessary, to offset any new mandatory reporting
needs which might materialize within new DOC mission areas, e.g., NFPCA.



STATUS: A CHARTBCOK OF SCCIAL AND ECONOMIC TRENDS

Backaround

In July 1976 the Department of Commerce, through its Bureau of the Census,
began publication of STATUS, a compilation of charts and narratives toc
bring together in easily readable Torm the major current trends in the
econcmy and society. STATUS has been produced for several months on an
experimental basis, and has been highly acclaimed by recipients. Because
of strong surpport for this endeavor by the President, the Vice-President,
and the Secretary, initial funding was accomplished by the use of reserve
funds and some costs absorption.

Issue

-

An FY 1977 budget request for this program was denied by the Congress,

and approval of requested reprogramming has not vet been obtained. A

formdl FY 1978 request and FY 1977 suppiemental is planned for inclusion

with the President's budget in January. The annuaiized cost is approximately
$740,000 for a monthly publication.

The schedule for issue resolution and other background information are
provided in the attachments:

Attachments



) INFORMATION MEMORANDUM TO THE SECRETARY

FROM: Assistant Secretary for Administration
SURJECT: STATUS, Census Chartbook

Attached to this memo is a fact sheet with the additional
An,arm ticn you wanted relative to the House Appropriastions
Coirnittee action on STATUS. -

You indicated that you wanted to stress the fcllowing points

" to Congressmen Cederberg and Slack:

1) Census is ready to publish the November issue of STATUS;
all preparatory work has been Qone. Since the actual
printing cecst itself is minimal, we are regusstinc
thelir permission to finish publication and distribution .
of this issue only. No further issues are planned.

2) The Department would like to go forward with a
supplerantal in 1977 and with &« budge: raguest
authorizing STATUS. We are presently cersid
value of menthly vs guarterly issuance. At
in addition to the cther benefits of the publ:
STATUS is very important because of its intend
as a vehicle for your guality of life proposals

4 4N

rop

k
e

I B

oD <
[or]

jo2
-

ERL IR ]
¥

..:f"\‘ pae
e
b {3

4 (D
Bl Oy b
0 3 m rw
~

JaTI )
fol

m (U ST EE

8}

[Ca I 7 I R VA I

»
»

-
'

I G (I ot

3) »More than just Administation support is involwved
St tus has heen endorsed by the Federal Statisti
Corfe‘euc;, General Motors, the Dzan of Yale Un
the President of the Rockefeller Foundation,
Hatfield, Humphrey, and Johnson Congressran
Pepper, Pickle, and Quie, and rany others,
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»ublic to it thus far, over 3,090 subscription inquiri
experimental puﬁllcatzon that haS had no munlxc*ty

Tho strongest endorsement is, of course, the response cf
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Prepared by: D. 8. Nathan, OBPA
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he)

As I see it, Chairman Slack has two problems with the chartbook.
First is the guestion of whether or not STATUS provides gn
escential service, inasmuch as all of the information contained
in it is available elsewhere. I think the point to make here

is the amount of endorsements and subscription inguiries received

thus far. The second prcbler, and the noszt significant in my
udenment, is that the Chairman feels that he cannot unilaterxally

with Congressman Cederberg overturn a Committee decision in
977 budget process. As such, I do not believe that the
is permanently closed on S$TATUS.

p,,ﬁ-()u.
Q o~
o (1

(81

e

Chaairman Slack and Congressmen Cederberg ars boih campailaning

a n

ot present in thelr respective districts. However, they can be
reachad through thelr Washingten offices, and I have alerted
thelr staffis to your call.



ADDITIONAL FACTS

STATUS, the Monthly Cherthook of Social and Economic Trends

FY 1977 request: 18 positions and $730,000. -
{Disallowed by House, approved by Senate, foregone in
conference.)

Amount spent: FY 1976 -~ $350,000
TQ - 175,000
1977 == 63,000 (“hVOLgQ Octobnr 1976)

(lunas were derived prlmarlly from the Secretary's Reserve,
with the balance in 187¢ and the TQ realized from personnel
lapses.)

Original 1977 plan:

Secretarv's Reserve Supplnmﬁw+

Py

-

STATUS (October thru April)....... $421,000 ’ e

STATUS {May thru Septemder)....... oo $30%,000
Quality of Life (BEA & Census).... ves 624,000
Number -.f issues printed: 8,000 per month

-Subscri;:tion inqu*ries to date: 3,000

e

2

(Because of unusual interest shown in this publication, G0 haa
planned to print an additional 11,000 ccpies in November to
handle the anticipated demand. This is unprecedented for ¥ new
public:.tion.)



Honorable John M. Slack

Chairman, Suvbcommittes on State
-Justice,; and Commerce, ths
Judiciary, and Related hgencies

Committee on Appropriations

‘House of Representatives

Washingten, D. C. 20515

Dear Mr. Chairman:

I am writing this letter to seek your concurrence in a
reprogramming action.

The Department's budget reaguest for 1877 proposed the
development of a montlhily chartrhook on domestic developmanis.
it was to e a unique publicaticn, developed for cencral use,
wh;ch displayed the most important notional statistics in a
graphic format. Funds for the publicaticn wers recommendead

by the Senate but not the House, and they wexe ultimately
droppcd in conference.

3}
The
plans at the time were not vet firm, and I am afraid that ye

may not have adeguately ]dStlLlLd the need as rovalcbeiv as
oasible. I realize that there were more pressing issues at
the time ithan one more Governmant publicotion,

cection taken by the Congress was understandable; our
i3

The Department of “ommerce is now in a position to
xequest your approval for continuance of this project.
Work was started on the chartbook in FY 1876 on an
perimental basis with funds made available from the
Secretarial Reserve. The Department had not vet published
the first issue by the time of the budget hearings and
could not demonstrate the concept in a tangible form.
There is now a publication avallable fo* review and

evaluation.



pearad in July. In the short period of time since then,

e Ainte rest in it has been intense. Nearly 2,000 paid
subscriptions have been received. OQur initiel impression,

that the gene‘al public needs a consolidated, easy to .
understand statistical publication, seems to be well founded.
S"ATUS has demonstrated its own need.

The first copy of the new publication, titled STATUS,
ar

I?%

P' {

The -President has reviewed this publication and believes,

as I do, that it contributes to his objective of communicating
with the public to the fullest extent possible. The charthook

'is an important step towards achieving increased candor and

openness that both the President and the Congress have been

seeking. -

; Enclosed is a copy of the September issue, which features
special section of information on the elderly, one of oux

nany national concerns. Each issue, besides regulaxly

prov: ing all critical statistics, will concentrate on &a

particular topic and present relevant data on it. I hope

you agree with us that STATUS is too important a development

to discard.

Y

It s important to me for another reason also. Eventually,
STATUS will be the vehicle for an essential project which is
being developed in ihe Depascment of Cermerce. The need for

this project. was made evident to me scme time ago, primarily
éaring my years as Secretary of HEW and as httorney General.
It is concerned with the determination and analysis of the
auality of life. I believe its intrcdwuction will be of
penefit to the Executive Branch, to tr... Congress, &nd to

the country as a whole. :

As you know so well, our tation is confronted simultzneously
with many conflicting priorities and with only liri* >d resources
to meet them. We tend to give the greatest attention to economic
¢riteria, because these are more easily measured and verified.
However, many ir;ortan* natiocnal concexns, such asz environment,
health, energy sufficiency and the status of minorities, are
too often omitted from systematic enalyses because of lack of
quauulfwcat*on. In order that rescurces may bhe applied in a
nas-ner that 1s more representative of naticnal vpricoities, i

DI
is n=cessary for us to develop a system vhich permits us to
comprehend where the Nation stands and to examine the incrementeal
change that may be broucght about by anv Government aciion. The
Dwkﬂrtment of Commerce has an excolle.b’opportunluy to nove
forward with a cuality of life effort and to shape statistical
data to reflect more appropriately all important national issues.



, Ue are px escntly holding discussions within the
dninistration on the extent to which we will carxy forth

[RaStLP]

this ekfort in 1977 and 1978. I wanted to let you know of

it now, bacause it lends a double impact to the importance
of financing STATUS on a continuing basis.

*o

?

The total cost of preparing and publishing STATUS for
one year is $737,000. Because of the commitment to this
publication that both the President and I share, I have
set aside $421,000 from ths Secretarial Reserve Lo be
applied against the total needed. Detailed information
on the reprogramming is enclosed for your staff to review.
This amount will allow us to carry out publication through
2pril 1977. The remaining five months of the fiscal year

would need to be funded through a sump)even“al aprropriation

if possible. This is under consxdera tion at the OMJ.

}J-

I believe that STATUS is an ortant vehicle for
communicating with the American people, and I hope I cam

count on your support to continue it.

mp
%

Sincerely,

Elliot L. Richardson
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Background:

Jesue:

Analysis of
Issue:

" Schedule:

Advisory Committee on GNP Statistics )

Most of the primary data used by BEA to construct the
GNF estimates are collected by other agencies. To
meet a long-standing need to improve these underlying
data {for the GNP estimates, OMDB established the
Advisory Committee on GNP Statistics (Advisory
Committee) to delineate a comprehensive five-vear
prlan of priorities for improving the GNP data base.

The Advisory Committee is scheduled to submit its
report in the spring of 1977, The recommendations are
expected to call for many data collection and data
synthesis improvements throughout the Federal
statistical system., These are likely to have a
significant budgetary impact. A recommendation for
BEA to prepare an additional revised quarterly GNP
estimate 75 days after the close of the quarter is also
anticipated,

The basic issues include prevision for the budgetary
implications of the Comimittce's recommendations, and
for a continuing follow-up of these recommendations by
BEA, the OMB Statistical Policy Division {which oversees
the Federal statistical system), and by the other

Federal agencies which provide the underlying data.

BEA will give a high priority to implementing the
Committee's recommendations, In this regard, BEA
staff will work closely with the Statistical Policy
Division, as well as provide technical advice and other
assistance to the Federal agencies involved in the
collection of the primary data.

The report will have its first Government-wide use in
planning the FY 1979 budget request, Implementation
of the Committee's recommendations will be spread
over a multi-year period.



Implementation of the International Investment Survey Act of 1876
(P.L.. 94-472)

Background: In 1973, the legal authority of BEA to conduct 2 comprehensive
mandatory benchmark survey of U, S, direct investiment abroad wa
called into question, and plans to conduct the survey were
subsequently cancelled, '

BEA is the Government's primary source of data on the
operations of foreign affiliates of U.S. multinational com-
panies, While balance of payments data concerning
financial flows between U.S. parents and their foreign
affiliates are available on a quarterly basis, detailed
financial and opcratizg data are collected only in periodic
benchmark surveys, the last of which covered the year
1966, (A limited voluntary survey was conducted for the
year 1970,)

After it was determined that new legal authority would be
required for BEA to conduct the benchmark survey as
proposed, action was initiated to secure this authority,

" This resulted in the signing into law on October 11, 1976
of the International Investment Survey Act of 1976,

Issue: There are three actions to be implemented:

1. The responsibilities to be delegated to cach agency by
a Prcsidential Esxecutive Order;

2. The extent of each agency's authority; and

3. The specific timing of the first new benchmark
survey of U, S, dircct investment abroad,

Analysis ‘

of Issues: 1. The first issue concerns how the responsibilities will
be delegated to the various agencies by an Exccutive
Order, The alternatives are: (1) to delegate all
responsibilities to OMB, which would redelegate them
to the agencies, or (2) to delegate responsibilities to
the specific agencies in the Executive Order. The

5y
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Schedule:

o

Commerce Department supports the latter approach
and expects to be assigned responsibilities for the
surveys and studies of direct investment,

The second issue is the degree to which BEA and
other Commerce units would have both the
responsibility and the authority to carry out their
duties., It has bcen proposed that an interagency
group, most likely the Council on International
Economic Policy, oversee the activities of all
agencies under the Act, The question is whether
this group is to act in an advisory and coordinating
capacity, or if it is to be involved in detailed issues,
with authority to make substantive or operaticnal
decisions. (The Act requires that outside expert
advice be secured in carrying out the surveys and
the studies, and it permits the establishment of

a private sector advisory cornmittee. This is not
an issue, other than the possible time delay it may
entail, )}

The finzal issue is the gquestion of the timing of the
first new benchmark survey., Given that the present
data base is 10 years old, and that there is a great
need for updated information, we wish to procecd
immediately in order that a survey may be conducted
to cover 19756, ’

Interagency meetings, under OMB chairmanship, are
presently being held in an attempt to resolve these
issues and implement the Act.

The Executive Order should be issued as soon as possible,
and the regulations necessary to bring BEA's intfernational
investment work under the scope of the Act should be issued
in the first 2 months of 1977. The benchmark survey of
outward direct investment would cover 1976, with a .
mailout of the survey forms to be made no later than the
second calendar quarter of 1977, Publication of the final
data would be about 24 years later.
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PINORITY BUSINESS ENTERPRISE

Use of Contracts versus Grants

Status of Women in the Minority Business
Program

Venture Capital Needs for Minorityv Business

Minority Entrepreneurship vis-a-vis Minority
Economic Developmant

Extent of Administration's Commitment to
Minority Business Development

Possible Obsolescence of Current Strategies
for Minority Business Development



A / ticrtnn of Dlienrity Dusiness Enterprise
VWasturggion, [D.C. 20233

TITLE: Use of Comtracts vs Grants

PACKGROZD:  The great majority of organizaticns in GIRE's delivery

~ noetwork are now funded by centract.. Yedoral procure-
rocqulations, whdch gousyn the contract process,
A0 staflf with sore degres of irnsulation
frem contractor pressures, aithough thay ocontain many
built-in time delays and their esphusis on corpetition
creates some inegwities to organizations which perform
well, CGrants, on th2 other hand, provids a more timely,
moxe flexible and Jess ambersome funding instruent,
but they open the agency to rore dircct pressures from
current and would-be graniees.

OMSE currently has no inherent grant authority, bul
uses for its grents thet auvthority delegated Ly EDA
under Title ITI of the Public Vorks and Econanic
Dzvelcpment Act of 1965. 7This delegstion is limited
in amount; once GBE reaches the ceiling ($36.5 in

FY 1977), it cannot issue any more grants.

-

legal interpretaticns of exactly what st be dene by

g ——t

Althouch the mutter is somswhat clowded by conflicting
5

grant vis-a-vis contract, it aposarxs that there is no
fimdamental barrier to the vse of grents if GEBE
recieves apprepriate statutory sanction. Until 1972,
both FDA and ShA funded through grants 33 of what are
now OMER's organizotions, for performing virtually the
sam2 services they currently provide.

ISSUE: Should OMBE continuve its present enghasis on contracts,
or move to a greater use of grants?

ANALYSIS: There is a clcar trade-off hare betwson the insulating
benefits of relience on the Federal procurement svetem,
and the adainistrative delays and red iape inherent in
that system. Although many of the loiter problems have
bean reduced throagh the joint efforts of DOC and GIBE,

et
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SCHEDUIS:

those witich re;"-v.in arce still foimidable. 'ihe basic
yeosons for tis is that GIDE is ucing the contract
nacnenici o acaonedite the kind of megquiromont
no**uall" hunr‘l‘vd Ly arant. A swvitch to gronts will
significentiy spe r.” v the funding sroooss, reduos
fn::;tra’r Loms end friction betweon C* S and its

vGandzations, en able GO to exszircise nore direct
control over its funled elavents.

HNorever, such a ccn\ﬂ:-._s on vould also entail a n‘a]())
increase in poparuverik that weuld have to be handled by
the QB st2ff, it vorld need new legislation (bacause
of the IDA limitaticns), and it clearly would open the
O4BE staff to pressures which now are (‘cr*cct.cd to

Proocurcrent.

Specific recumnendations will be forthooming in 4Q/76.

e



TITLE:

BACKGROUND :

ISSUE:

ANALYSIS:

Status of Women in the Minority Business Program

A U. S. Commission on Civil Rights report in May 1975
recommended that the Fresident establish "a national
policy declaring women as a group to be socially and
economically disadvantaged and, therefore, eligible

for existing business development assistance programs. ..."

With the single exception of the Treasury Department,
which has declared that women-owned banks qualify under
the minority bank deposit program, no federal agency now
considers women, per se, as a minority group. OMB

has never taken anggéition on the U. S. Civil Rights
Commission recommendation, although it solicited corments
on this last year from the agencies. At that time, both
OMBE and SBA arqued that women, per se, should not
automatically be classified as a minority.

Should women, per se, be considered as "socially and
economically dlsadvantag»d" and, hence, as an integral
part of OMBE's target universe?

OMBE agrees that women are subject to discrimination in

business, particularly in the area of credit. (Apparently,
recent legislation mandating equal credit treatment has
eased, but by no means solved, this problem.) The extent
and impact of the discrimination are indicated by the OMBE-~
funded Special Census of Women-Owned Business: in 1972,
these firms represented only 4.6% of all U. 8. firms, and
three-tenths of one percent of all U. S. business receipts.

Nevertheless, OMBE's position now remains the same as it was
last year:

-- Its Executive Order authority clearly is focused on
the "traditional" minorities, e.g., Blacks, Hispanics,
Asian Americans, American Indians, etc. Specific
Administration and/or Congressional action would be needed
to expand this authority so that it encompasses non-minority
women.

~=- If such an expansion were authorized, it would have
to be accompanied by a major (perhaps twofold) increase in
the OMBE budget. Otherwise, current resource constraints
would drastically curtail the assistance services OMBE now
offers to its "traditional" constituencies. Also, without



SCHEDULE:

such an increase, these constituencies would regard
inclusion of non-minority women as meaning a sharp
diminution of federal efforts in their behalf.

-= Additionally, procedures would have to be
worked out in advance to prevent major abuses, e.g.,
men transferring businesses to their wives and thus
making them automatically eligible for preferential
federal programs, such as set-aside contracts and low-
interest low~collateral loans and quaranties.

The status of women received considerable attention
during the recent campaign, and womens' rights groups
continue to press hard for acknowledgement that women,
in today's society, are inherently disadvantaged and
therefore warrant preferential federal treatment.

Much pressure can be expected on the new Administration

+o make an early decision on this issue.

An option paper, with contingency plans and budgets,
will be completed in January 1977.



TITLE: Venture Capital Needs for Minority Business

BACKGROUND: It is recognized by the Treasury Department, Congress,
industry and the media that there is a current and
growing capital shortage in the United States. This
shortage is the result of many factors, including tax
policy, alternate investment opportunities, econcomic
conditions, inflation, etc. Within the past few years,
the decreasing availability of capital has hit minority
business particularly hard. Funds for expansion are
tighter, and for start-ups even worse. Minority firms
generally perceived as offering a greater risk factor,
find it virtually impossible to obtain long-term
capital funds; without a govermment guaranty, they often’
find it very difficult to obtain working capital funds
as well.

Congressional testimony would indicate there are

between 200 and 600 individual sources (family, corporate,
private and public) of venture capital in the United
States today, with total assets estimated at approximately
$2 billion. Various sources have defined the minoritv
venture capital gap (to parity) from $100 billion to $200
billion, using current value dollars.

Minority business development is badly hindered when
minority entrepreneurs cannot obtain finds for buildings
and equipment, for acquisitions, for franchises, and for
expansion of their businesses. Today, almost the only
source of long term funds for such companies are the 83
MESBICs now operating in the U. S., with total private
assets of 546 million, and an SBA leverage cepacity of
roughly $180 million. MESBICs are privately-owned,
privately managed venture capital companies which make
equity investments subordinated long-term loans, or
guarantee such loans to businesses owned by disadvantaged

persons.

However, the MESBIC program is hampered by tax consideraticns
(which preclude or limit foundation and donation-type
investments), organizational considerations (which preclude
Subchapter S corporations and limited partnerships), and
funding considerations (cost of mcney, time requirements).

ISSUES: A. To inmprove the overall effectiveness of the MESBIC
program, possible changes include:
1. In the area of taxaticn:

a. Allow foundation investments
b. Provide for Subchapter S organization of MESBICs



SCHEDULE:

c. Authorize investment for credit or early
write-off of MFSBIC investments

2. Expedite SBA processing of MUSRIC applications
and encourage further investment by private sources

3. Recognizing that, at the moment, MESBICs are
the only venture capital game in town, place greater
emphasis on this program at all levels, particularly at
VB and SBA.

4. Encourage legislation similar to S 2613 (to
clearly define the cost to a MESBIC of federal monies)

B. More timely action by SBA on processing loan cuaranty
applications.

C. A sigificant expansion in the nurber of Farmers

e N ST Y 2 o »
Bame Administration loans and loan quarantees to minority
firms.

D. Development of large pool of venture capital,
oriented toward the acquisition bv minority firms of
coampanies of larger scale.

E. A program cf econcmic incentives provided by additional

guarantee programs and by revisions of the Intemal
Revenuve Code.

Detailed OMBE position paper, 10/77.
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Mipority Potycprencurship vis-a-vis !dnority Econcmic

Loveloraont

(URE's @zlivery of MSTA sexvices and, even nore, the
Sy and relevont USDY progeams ave criented primarily
tonaxd ivdividual entyevenaurs., I prograws end
com LT efforts address job Covelorsant through
oraining and cheaticn, and I'UD foruvies on housing.
IDA, althoish sopporidve of locnl cooactic Goevalopment
programs, conwentrates its direct finding on "showcase"
projects (e.g., industyrial parke, siooping centers,
other ventures with larce job poteuniials) vhiich often
have little or no impact wwson minoxity business, even
though thzy ray ke located in arcas with heavy minority
population.

Thus, because of the differing mand:*zss and missions of
the agencies involved, there is no cicar Iederal focus
on minority ecencric develerment. (388, alone and
jointly with EDA, has conducted a fox pilot R&D projects
vhich hear out the potential of a bidsader program attach.
It seems clear, from thz interactive natvre of eccncmic
development, that such a coomrehensive approach is far
nmore cost/cffective in terms of its IZipact on the
minority cconamy cer dollar of Fedex:l investment. 2As
in other areas, the prcblem here is less one of

- additional éollars than it is of diffused, overlapping

and, somztinies, inconsistent use of those Federal dollars
already available.

To what extent can the minority eniurprise program
succeed in addressing the problews ¢ minority entre-
prencurship without concurrently adiressing the broader
problems of minority econamic develc:ment? How can

- there mutually suppprtive efforts bz tied together more

effectively?

This arca is under rcview by OMDE. Some of the attendant
problems my be difficult to solve without consolidaticn
of appropriate activities within a single organizational



o

structhare, Hevover, many of ihe preblans can e

o W
afdressed threugh. less radical moocwres, such as

tigliter and mendatory coordination, use of the
"lead agzney" concopt, etc.

oi's analyeis, together with roosmandations,

“Tides ¥

will be conpleted carly in 1Q/77.
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l HITTUTED STATES LBERARTIAZNT QF COMN
b Laiez of Diinericy Cusiness Znterprise

l V.ashington, D.C. 20230

Extent of 2Administration's Comiitirent to Minority
Business Develcmment

Th2 Minority Interprise Program was fomrally initiated
in March 1969 throuoh Executive Crder. 1In Octoher 1971,
a seccnd Ixecutive (ader reaifirred the program priority
and authorized progrem funding for GMPE. The President
requasted, anc Congress approprizted, $100 million for
OMPE covering the sscond half of FY 1972 and all of

FY 1973. Since then, the OBE budget --- which is the
only separately identifiable line item for minority
business develcoment in the Federal Budget —-- has
romained essentially static. Also, during the past
four years, alihough there hzs been increasing
Congressicnal, cowmmity and business interest in
minority enterprise, virtually no puclic attention has
bzen focused on this area at the White House level.

Iecaders of the minority ccrmmmity have interpreted the
decreasing availability of Federal dollars (bzcause of
inflaticrnary impact upon level funding) as a sign that
the naticral pricrity for minority enterprise is nore

apparent than real. ILeaders of corporate industry and
top Federal officials share this interpretation, which

- makes it difficult to generate their enthusiastic

support; such support is of critical importance to the
effective mobilization of their resources.

Does the new Administration plan to accord priority
attention to the development of minority business?
If so, vhat steps can be taken (with and without
additional funding) to emphasize its commitment?

As noted, the problem is not only one of dollars.

Depth of cammitment is also measured publicly by the
willingness of top Federal officials (President, Vice
President, Secretary of Commerce, Adninistrator of SBA)
to “"jawbone" industry and financial leaders, Cabinet
members, governors and mayors. Another indicator is the
introduction and aggressive support of pertinent
legislation.

RIERCE



¥ell beafere the end of 1Q/77, CGRE will prepare
speciiic recocomendaiions as to how the new Adminis
traticn can deronstrate its cammiimont to the goals
of the Mincrity Fn*orprise Progpram. These recommen-—
daticns will encarpass both funded and non-funded
injtiatives.
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Possiblic Ohoolessonce of Quurent Strategices for
Hinority Dusinese Develomint

G:E hes vursued essentially the sare overall stratoyy
for inivority business develonznt sinca iho start of

its fumfod progroa in Jenucxy 1972, T Rasic clenents of
this stictegy include:

(+36T2)

“rotail” managerant end technical assiston
sexrvices to ndnority entreprencwrs.

~~Relicnce upon conmunity-oriented, non-profit
orgznizaticns as the chief vehicle to deliver these
scrvices. :

--Provisicn of services to all serious applicants for
assistance. -

--2kn attemt to achieve equity in the racial orienta-
ticn of fundad organizaticns, resuliing in manv which
(on a ¢e facto hasis) address radnly Black, Hispanic,
Indian, 2Zsian, etc., constituencies.

- .=—=In attempt to achieve equity in geographic location

(in tears of minority populaticn concentraticns),
resulting in the estzblishment of many, relatively
small business develcpment organizations around the
comtyy. ’

—A program "mix" oriented chiefly to the provision of
loan packaging and general business cownseling services
to small minority fimms.

Vexy substantial progress (sce Appendix) has been
achieved during the past four years by pursuing this
stratecy.  llowever, OMBE believes that scone of the
above programmatic cnphases have lost their relevance
and these are now being realigned. O:IE also is

- seriously considering a programmatic shift that will

affect sane of the others. 7he forthcaming change in

" g { & = o o . < S
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FRALYSIS:

ISSUE:

MNATYSIS:

IZei i ntyotAch Toovidns an C"j'.'rv'tunitx; to review the
Malie o ot [ wrogrem shii ks alrerdy undor way,
as \:.;J.. o5 thase now kaing contemmle od.  All of the
foliewing iesuzs haove very stroag progreanmatic end/or
political dm?iceiions.

(1) 7olianmce von 'ua:"::é intemrediio e organizaticns

to deliver sexvices, rather il““’l vria in-housz stafrf.

GET Loiieves it is cc-m-*m.:nlﬂv zmm (,a::t—-effective
to Luy its Celivery servicaes rather thaa szek to create
a hugz new wresvitaey to do the j'x‘ 2leo, it is
dovkiful vhathar he neeted quality of kusiness
counsniors can Lz obtained thyough the Civil Sexvice
recruitizent systom.

(2) Ieliance wion commmnity-oriented, non-profit -
orgenizetions zs the chief delivery vchicle, rather
than won for-profit fimms or non-profits which are no:
cornmity oriented. -

It is Aifficult tc staff a \mmu.t ~oricnted non-nrout
with people skilled in such arecas es marketing, business
financing, acquisitions and mereers, ete. Vithout these
skills, the organizations camnot adlress the needs of
1arger ventwres or of smaller firms reaching for

"second stage" development. This espect must be weighed
againut the g'reutcr ability of a cc: :1mmlty—or1ented
organization to make initial contacts, screen clients,
and deliver assistance to small businesses. OYBE is
now reviewing this issue, assisted by a formal evalua-
tion by a contractor of the M&TA czpabilities of its
business develcprent organization staffs. Schedule for
Resolution: 1Q/77 :

(3) Should QBL txy to serve all z>plicants for
assistance or concentrate on those with a greater likeli-
hood of business success and grcru Should O:BE's main
goal be to increase the nurber of rﬂmorlty businesses or

- to increase the size and profltabll ity of nu.norlty

businaesses?

’

‘The Federal Covexnment has sought to make its business

developirent services available to ine widest spectrum



. emr w.ren ss g ey

(V]

ANALYSIS:

ISSUL:

possible, O, for ononnle, las cdonted a Jiboral
attitadz in iis Booncde Cooortinity loon and loon
uaaranty 1\-.‘"'" My siiad J...\L.!‘.', .30 hos epunded its
Vi cnonbi litios ‘-n rocch @8 wide » bese of cristing
and }xm nkis) entreprensors @3 pozeidle.  9he rescult
hn.. Loen a sherp ineressz in the nuobar of Federally-

seistod rew minority businesees.

liciewer, continuing and lwr'h——"m] ity assistance is

vital if 'L'tv'»:'oz A ventuves axe to survive, let alohe
precpme,  ¥Whihin cuorzoat rasouvess, nq.d.“r C. X3 nor
&8 can effectively conlimz to genzrate the same
nuher of vi a!':.'c 2w venlures and at the same time
assist edcting fims to & :'*:v_---.i. "2 conflict is one
Yetweon 'Iov; ~Yante pl“O’n'am inpuct end short-teim
program equily, i.e., botvicen culity and nurhexs.

To some extont, QIT's recont decisicn Lo use gross
receints as ths primaxy nmeasuvre of minority business
progress u.-c-.ﬁlblCt_..Lly neans a de-erp '1:.515 cn nunbers
and a na=w stress ca growth. Cl cc~.CJ.'~', though, GRE
cannot ebandon service to firms sinnly bacavse thzy are
small., Schedule forr Pzeolution: G735 will propose
critexia in 10/77 for joint SHa/Ode uca, governing
inteke of nzr clicnts. This will reqmire hmhbst levels
of Canr2rce/SRA review and, pmh.bly, advance explanaticn
to the Congress. : .

(4) Single racial orientation of mwany Q&E._, funded
organizations.

The 1975 House A"’pl opriations Commi’tee Investigative
Report accused C-BE of encow:agmcr racial polauzatlcn
because it funded organizstions which considered them-
selves essentia 1ly as "black" or "‘“:Cfm or "red" etc.
In fact, O'BE did-intially fund soma orgenizaticns
bacause they had a track record of dealing cffectively
with a particular minority group. At the time this
happened (1972 and 1973), there quite literally was no
other feasible way of reaching thesz constituencies.
However, the growing sophistication of minoxity
business has eliminated the need to xely on such

. organizations. PExcept where geogrephic constraints

create a de facto single minority ¢rovp (e.g., parts of
the South and Soutlmest), this probtlem no longer exists.

{5) Proliferation of funded organizations to meet
geographic/minority population ncet:s has resulted
(because of budgetary constraints) in the funding of
same contractors at a marginally cifective level.
Also, in sonr citics, OMBE funds a muber of different
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3t Dhene et lory setivitios

S I vell-ntafled “ena-step
vide o wre efficiont end effective
e Suene, Towowor, Thin mnoooss
tempoeition Siem e activitios affocted,
ecnsitive anttes on the #i1l. GPR's
s el Lo an accciovation of these
Oisald thaso plans Lo continuod,
mlted?
IRAT SIS Boeruse of the long adminisivative and prosurcrvnt
Jend tr2 involved in caapetitive aontracting, CUB
{ st dzgide uhethor or not to oonsolidate a particuler
sot of requirarents not lees then four ronths in
advenicz.  (Bx: L contract with a start dste of June 1
rast hove a Peguest for Proposal compleiled by Februvary 1.)
a Schelnle for Maeoluticn: Detailed hack-up paper
precciting en anxlysis of opticns will ke capleted in
L0/75.

ISSUE: (6) O¥RZ's curxent progrem "mdx" emghasizes the kind
— of frent-end assistance (business feasibility, loan
packeging) which prirmarily is. of banefit to new starts
and mudest oxpansicns. A relatively sq:=ll but growing

- nudszr of fimms reguest sophisticated ascistance frenm
W O¥BE end ShA, which both agancies often are unable to

provide. SBEA, once having cquzrantead or made a loan,

is virtually incezpable of further rendering eppreciable

& technical assistance in any depth; CGIEE's organizaticn

' (excepting its consultant program) similarly are not

equipped for continued assistance in éepth. Thus, if

s a oconcerted effort is to be made to significantly expand
the size, profitibility and industrial diversity of
minority businesscs, some basic realigument of the

—_ program "mix" will be required.

a ANALYSIS: Q'BE is now reviewing this issue, asmisted by a muber
of formal program evaluations currently under contract
(e.g., consultant service program, M. TA capabilitics
2 ; of business developrent organizationz, one-stop centers,
" ‘ete.). Schedule for Resolution: 1Q/77.
3 ok
] 3 I - Ll
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OMBE Funded Organization

PROGRAM ACCHPLISHMENTS

Receipts

Performance FY 1972 FY 1973 FY 1974 FY 1975 FY 1976
Number of Clients Served 15,637 20,600 24,683 33,137 43,820
Number of Clients Receiving Unk 12,362 14,010 30,746 42,301
Mgmt & Technical Assistance
Number of Contracts Awarded Unk 1,400 4,824 5,708 7,121
Dollar Value of Contracts Unk $126.6M $252.6M $433.6M $486.2M
Nurber of Financed Packages 1,540 3,225 4,597 5,008 5,689
Approved
Dollar Value of Financed $83M $158.3M $200.8M $244.8M $329M
Packages Approved
Gross Business Receipts** Unk Unk Unk $3.76B $4.96B*
* = Estimate
** = Not tabulated until FY 75

1969 1972 1973 1975 1977 (Estimates
- Corporate Purchases Unk $eeM $237M $514M $1B
Total Minority Business Gross $10.6B $16.6B Unk Unk! $32.8B

P






REGIONAL ECONOMIC COORDINATION

Need for Appointment of Federal Cochairmen
Designation of New Commissions

Funding Levels

Program Tools; and

Excess Property Phase-out



Need for Appointment of Federal Cochairmen

- Background: The Federal member of a Regional Commission is the
Federal Cochairman, appointed by the President with the advice
and consent of the United States Senate (42 U.S.C. 3182(b)).
The positions have been established at Executive Level 1V,

As of November 1, 1976, there was one vacancy--the
Federal Cochairman for the Southwest Border Economic Develop-
ment Region which was designated on October 23, 13876.

Issue: The appointment of a Federal Cochairman is essential to the
functioning of a regional commission. Under the statute
"Decisions by a regional commission shall require the affirmative
vote of the Federal Cochairman and of a majority. . . of the
State Members' (42 U.S.C. 3182(c)). Thus, a regional commission
cannot act unless there is a Federal Cochairman. »

Analysis: The statute doass provide for an Alternate to the Federal
Cochairman (42 U.S.C. 3182(d)) who may vote "in the absence,
death, disability, removal, or resignation' of the Federal
Cochairman. However, the Federal Cochairman's Alternate, a GS$~18,
is also appointed by the President by and with the advice and
consent of the Senate. The procedures for naming an Alternate or
YActing Federal Cochairman'' are the same as naming the Federal
Cochairman himself. HNo Alternates to the Federal Cochairmen,
however, have been appointed..

Schedule: Appointment of Federal Cochairmen should be made as early
’ as possible. Commissions meet at least four times a year and a
quarterly meeting of each will be held in the first quarter of
the calendar year or soon thereafter.



Designation of New Commissions

.

Background: The Secretary of Commerce is authorized to designate
multistate “economic development regions' upon a finding that
certain conditions have been met. Seven such regions have
been designated and regional commissions organized.and an
eighth, Southwest Border, was designated on October 23, 1976.
A commission has not yet been organized for the Border region,
but preliminary planning work is going forward.

Other requests from State Governors for designation are
pending in the Department or appear to be in the immediate
offing. A request to designate California is under review.”
An earlier request from Puerto Rico and the Virgin Islands
is awaiting additional information from the ‘two Governors.

The Governors of lowa, l1linois, Indiana, and Ohio have
written to the Secretary announcing their intent to submit an
application for designation. The Govarnors of Pennsylvania,
New York, New Jersey, Maryland and Delaware are actively
considering applying for designation. Alaska may also ask for
designation.

If all of the requests are actually made and acted upon
favorably, regional commission coverage of the Nation will be
almost complete. This, in turn, will present the Secretary of
Commerce and the Administration with an excellent opportunity
to focus regional planning and program coordination to improve
the effectiveness of Federal and State programs; to insure that
national policies and programs have the desired effect in the
various regions of the Nation; and to develop Federal-State
mechanisms to serve as major contributors to national develop-
ment policies.

The Title V regional commissions are unique among
Federal-State regional organizations and configurations in that
they are organized at the initiative of the Governors of the
States concerned and they represent groupings of States which
perccive the need to work together to solve common regional
problems.

-

»

ole

“While the statute requires econcmic development regions to be
composed of all or part of two or more contiguous states, the
requirement does not apply to Alaska, Hawaii, California, and
Texas.



Issue: The Federal-State and Federal interagency relationships of
the regional commission program in its possible '‘wall-to-wall!
form pose questions regarding the administrative and organiza-
tional placement of the program. The matter of organizational
locus and administrative responsibility and authority are
issues that must be addressed. The same is also true in
respect to managing Federal/State relationships.

Analysis: From its inception, coordination of the program's Federal
activities has been the responsibility of the Secretary of
Commerce. Whether this is the best possible placement has not
been seriously questioned, although a 1970 study of the program
by A.D. Little recommended transferring the program to the
Executive 0ffice of the President, primarily because of the inter-
agency coordinating role of the Commissions. The Senate Public
Works Committee has recently stated that it ". . . believes
that the regional and intergovernmental role of the Commissions
argues against their placement under one particular department."

Candor and an honest sense of ''turf" perquisites suggest
that little headway is possible in interagency coordination under
the current '"'lead agency' concept. VWhen to this is added a less
than modest funding level, the aggregate leverage effect on
other agencies in behalf of regional objectives has been small.
With the Nation fully regicnalized, however, it may be that
enlarged authority and/or different organizational placement of
the regional program may be warranted.

Schedule: There is no immediate legislative mandate for action on
this front; the basic Title V authority has recently been
extended through September 30, 1979. However, there is evidence
that the States in the Title V program are actively interested
in substantive program improvements; the Senate and House Public
Works Committees will probably undertake a major review of the
economic development program in the coming Congress; and the
legislation extending the basic authority (Public Law 94-487)
authorizes and requests the President to . . . call a VWhite
House Conference on Balanced Hational Growth and Economic
Development within one year of the date of enactment of this
Act (October 12, 1976) in order to develop recommendations for
further action toward balanded national growth and economic
development. . . ." If this provision is to be implemented,
_planning should be initiated in the first quarter of the
calendar year.



Funding Levels

Background: For the past several years the budget request submitted
to the Congress for the regional commission program has been
approximately $40,000,000, regardless of changes in the size or
number of commissions, changes in the basic statutory authority,
or the amount actually appropriated by the Congress for the
previous or current year.

The fiscal year 1977 appropriation is $63,500,000, an
increase of 50 percent over the Administration's request of
$42,200,000. The appropriation is just under 25 percent of
the $255,000,000 authorized by the Congress for the fiscal

‘year {$5,000,000 for new commissions and $250,000,000 for
the mature commissions). (See following Table).

State members and Congressional supporters of the regional
commissions have urged higher levels of funding to provide more
effective commission programs. For example, the Senate Public
Works Committee in its Report No. 94-278 stated on July 14, 1975,
that: .

-~

MThe Title V Commissions should receive
'substantially larger Federsl appropri-
ations to carry out the responsibilities, -
both old and new, which the Congress has
given them." .

Issue: Should the President’s Title V Regional Commission budget
requests be held to the approximately $42 million of the last
few years or should the Secretary of Commerce and the Adminis-
tration support funding levels at the 1977 appropriation level,
or higher?

Analysis: Title V regional commission funding is approximately
$1.00 per capita. This compares to a per capita appropriation
of $1.54 in fiscal year 1971. Although there has been an
absolute increase in total appropriations for the program
over this period, the increase in number of commissions, size
of regions, and population growth have resulted in the per
capita decline., Inflation has also eroded the funding value.

Establishment of new regions and commissions will require
additional funding. However, under the statute new commissions
during the first two full fiscal years of their existence must
share an aggregate authorization of $5,000,000; thereafter they
can compete for their share of the $250,000,000 authorized for



the mature commissions. With $1,000,000 appropriated for new
commissions in fiscal year 1977, the maximum increase for

new commissions for fiscal years 1978 and 1979 is $4,000,000,
regardless of how many new commissions are actually organized.

Schedule: The President's Budget for fiscal year 1978 will be
submitted to the Congress before the end of January 1977.
A revised budget will probably be submitted by mid-February.



/ TITLE V

Authorizations, Appropriations, Requests, Obligations

- . - . FY 1966 - FY 1977 (000's)

~ Budget
Fiscal Year Authorization Request
1966 : '$ 15,000 " . $ 8,kpDO
1967 . 15,000 6,630
1968 ho,000 6,950
1959 65,00011 29,100
1970 , {255,000~ 23,290
1971 [ 1/ 45,000
1972 - [325,500~ 39,054
1973 : [ 39,0724/
1974 - 95,000 °§y
1975 150,000, , 35,0082
1976 205,00057 42,081
Transition Quarter 5],25057 10,520
1977 . 255,000~ 42,200

$325,000,000 for fiscal years 13972 and 1973.
2/ Includes $5,000,000 for new commissions.

3/ Includes $1,250,000 for new commissions.

L/ Amended request submitted for a total of $22,000,000.

~ 5/ Amended request submitted for a total of $42,013,000.

6/ Estimate.’

Appropriation Obligations
$ 5,450 $ 953
§,000 3,702
7,33k 7,036
19,297 18,936
23,305 23,298
39,000 36,505
39,054 37,320
k1,672 42,528
42,000 40,935
38,517 39,954
64,068 - 60,824

15,760 18,&656/

68,704=

63,500

~. «/ A total of $255,000,000 was authorized for fisﬁal years 1970 and 1971 and



Program Tools

Background: Two basic program tools are available to Title V

Regional Commissions: technical assistance and supple-
mental grants.

Technical assistance is a broad term covering such
activities as planning, investigations, research demonstration
projects and training programs. These activities, authorized
by section 505(a)(2) of the Act (42 U.S.C. 3185(a)(2)), are
carried out by the commissions themselves through their own
staffs, grants to States and other public entities, and
contracts with private organizations.

Technical assistance also includes the new demonstration

. project authorities added to the Act by Public Law 94-188 in

the areas of energy impact, transportation, health and nutrition,

and education. The latter two authorities are to be carried

out through the Secretary of Health, Education, and Welfare.

Commission supplemental grants enable States and local
entities to participate in Federal grant-in-aid programs for
which the State or local entity lacks financial resources to
provide its full matching share. |If the commission approves
a supplemental grant, the Federal Cochairman transfers the funds
to the basic grant agency to be handled as a part of the basic
grant to the applicant. In addition, if the basic Federal agency
certifies that the project would be carried out except for the
fact that the Federal agency lacks funds, the commission may
provide all or part of the basic agency funding. However, In
all supplemental grants, the applicant must provide at least 20 .
percent of the project cost. Supplemental grants have been for
public works "brick and mortar' types of projects.

Issues: Issues are the relative emphasis to be placed on supplemental

grants versus technical assistance and the use of the new demon-
stration grant authorities provided by Public Law 94-188.
Supplemental grants are frequently regarded in Washington as
“local’ in impact or ‘''non-regional," while technical assistance
is generally seen as more '‘regional® in impact. However, once

a comprehensive plan is approved by the Secretary, the Commission
itself determines, in terms of its perception of its needs, the
relative share of its resources to be devoted to technical
assistance and to supplemental grants. A key question: Should
the Department attempt a larger role in influencing such decisions
or should full discretion remain with the Governors and the
Federal Cochairman?
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Another question relates to the use of the new authority
and the extent to which a commission may use its preexisting
authority for energy impact, transportation, health and
eudcation projects rather than the new Public Law 94-188
authority. For example, in health and education the Secretary
of Health, Education, and Welfare now has authority to approve
or disapprove on the basis of conformity with HEW laws projects
developed by the regional commissions. Question: Is regional
development furthered by vesting such approval authority in the
Department of Healtn, Education, and Welfare?

Analysis: Technical assistance authority is available to a regional
commission from the outset; supplemental grant assistance is

available only after the commission's comprehensive long-range
economic development plan has been established (approved by the
Secretary).

The two newer commissions, 0ld West and Pacific Northwest,
do not yet have their plans approved by the Secretary. As a
result they do not provide supplemental grants. The five older
commissions, (oastal Plains, Four Corners, New England, Ozarks,
and Upper Great Lakes, have plans approved although they are in
the process of revising and updating their plans. Such a revised
Ozarks plan was approved by the Secretary on June 21, 1976. HNew
England has chosen as a matter of policy to do only technical
assistance projects rather than supplemental grants.

During the period of fiscal year 1971 through 1975, the
Title V regional commissions participated in 1115 supplemental

- grants for a total of $92,025,333. in terms of number of

projects, 28 percent were with the Department of Agriculture,
25 percent with the Department of Health, Education, and
Welfare, and 20 percent with the Economic Development Adminis-
tration. During fiscal year 1976, including the transition
quarter, $22,957,000 were devoted to supplemental grants, 30
percent of the funds obligated during the period.



Excess Property Program Phase-Out

Background: In late 1974 the Congress authorized the Federal
Cochairmen to acquire excess Federal personal property (but
not real property) from the General Services Administration
for economic development purposes and to dispose of it by
loan or transfer of title to a number of recipients identi-
fied in the statute, The program got underway in February
1875 and is being terminated by Public Law 94-519, approved
October 17, 1976,

Issues: Can the phase-out of the program be accomplished during
the coming year while continuing to acquire and dispose of
excess property beyond the administratively established
cut-off date of January 31, 18777

Analysis: The regional excess property program proved to be very
popular and during fiscal year 1976 more than $150,000,000
of excess property (original acquisition value} was acquired
by the Federal Cochairmen and disposed of to State or local
applicants, :

Since the original enactment of the Federal Property
and Administrative Services Act of 1949, various amendments
led to the proliferation of agencies disposing of various
types of Federal personal property, Public Law 94-519
enacted at the end of the last Congress, revised these
programs and generally consolidated responsibility for
disposal programs in GSA., Among other things, Public Law
94-519 repealed the regional excess property program effec-
tive October 1977.

During the summer of 1976 the Office of Regional Economic
Coordination had a management review made of the program, This
~review confirmed that the program had grown to significant pro-
portions and that, when Public Law 94-519 was enacted, closing
out the program would be a major task, After discussing close-
out problems with the Federal Cochairmen, it was decided that
January 31, 1977, should be established as the final date for
the submission of transfer orders to GSA for excess property
“and that no such property would be '"frozen' after that date.
This schedule is intended to permit each Federal Cochairman
to terminate his excess property program in an orderly manner
before October 1977 when the legal authority for the program

ends,
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There have been some pressures for continuing the program
beyond January 31. They can be expected to mount during the
first half of 1977,

Schedule: The Federal Cochairmen will be responsible for closing
out their respective programs during the year ahead., The
following schedule has been set for the process. Because
of the number and volume of transactions, this effort will
be a major user of resources, '



-~ . . PHASING OUT SCHEDULE
< . EXCESS PROPERTY

a. That therz bz no submission of traasfer
o orders (SF- 122’5) to GSA for approval sub-
- sequent to January 31, 1577;

A b. That the freezing of excess property be
- . terminated on January 31, 1977;

c. That recipients pick up or receive excess
-~ property and provide receipts to the Commission
‘ prior to April 30, 1977;

— : . d. That prior to July 1, 1977, each Federal.
- : Cochairman shall compile accurate racords
; - accounting for all excess property received
e : - by each recipient togetﬂer with s:gned rece:ots
B ) therefor; : :

o A '1e. That prior to Junme 30, 1977, each Federal
-~ : Cochairman shall provnds a report which shall

- ‘ show how he has providsd for the inventorying
O ‘ -and accounting for all excess property which he
W has transferred or Ient to recipients.

f. ~ That prior to Saptember 1, 1877, each Fednral
"Cochairman shall execute transfers of title for
“excess property currently on loan or return su»h

property to GSA; and :

g. That a fzna] report snall be subn:tted to
_ the Secretary by ths Fedaral Cochairman on or
before Lovenbwr 1, 1977. o

it T
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