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THE WHI T E HOUSE 

WASHINGTON 

April 18 , 1977 

Jim Schlesinger -

The attached was returned in 
the President ' s outbox. It is 
forwarded to you !or appropriate 
handling. 

Rick Hutcheson 

cc: Stu Eizenstat 
Jack Watson 
George Schultze 

Re: Economic Effects of the 
Energy Program 
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EXECUTIVE OFFICE OF T HE PRESIDENT 

COUNC IL OF ECONOMIC ADV ISERS 

WASH I NGTON . D .C . 20506 

April 15, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

Q L<; 
Charlie Schultze 

Economic Effects of the Energy Prog ram 

CEA has made an estimate of the overall economic 
effects of the Energy Plan as we now understand it . 
There is necessarily great uncertainty about such 
numerical estimates. They require making a number 
of judgment calls about how the public reacts to 
certain parts of the program . 

1. Inflation effect: 

Under existing laws and energy price controls , 
energy prices would be rising fairly sharply anyway. 
(About 3-1/2 to 4 percen t a year faster than the general 
price level . ) We have calculated the additional increase 
in the overall rate of inflation likely to ar~se from the 
energy program: 
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(percent) 

Increase in the annual rate Total 
of inflation 4 year 

increase 
1978 1979 1980 1 981 

Measures other 
than gasolJ.ne tax +0 . 3 +0 . 3 +0 . 1 +0 . 1 0 . 8 

Gasoline tax (if 
triggered every 
year) 0 +0.2 +0 . 2 +0.2 0.5 

Total +0 . 3 +0.5 +0 . 3 +0 . 3 +1. 3 

The major elements which contribute to the rise 
are the wellhead tax on crude oil , the increase in 
natural gas prices , and the gasoline tax. The measure 
of inflation used in this table is the GNP deflator , which 
is a price index for all items that enter the GNP . The 
increase in the consumer price index would be somewhat 
larger , but we haven ' t yet completed that calculation. 
(The gasoline tax, for example, would add about 0 . 3 
percent per year to consumer price inflation . ) 

On the average , over the four year period , the 
energy program would add about 0.2 percent per year 
to the overall rate of inflation if the gasoline tax 
is not triggered and 0 . 4 percent per year J.f it is. 
The--a\Terage increase in the CPI would be somewhat 
larger. 

2. Effects on the GNP 

Jim Schlesinger ' s group has estimated large savings 
in energy consumption from the program, and therefore , 
large business and homeowner investments in energy 
conservation measures . If those investments occur , 
it will add to the growth of GNP by an average of 0.2 
percent per year , over the next three to four years. 
The rate of unemployment would thereby be lowered by 
perhaps an additional 300 , 000 at the end of the period. 
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The Schlesinger estimates of energy conservation , 
and hence of private investme n t in conservation measures , 
assume that businessmen and consumers will make substantial 
changes in their attitudes towards saving energy , beyond 
those induced by t h e specific economic rewards and 
penalties incorporated in the energy l egis l ation. CEA 
staff believe that if such changes in attitudes d o not 
occur -- if consumers and businessmen respond to energy 
prices and incent~ves as they have in the past -- t h e 
energy savings will be significantly small er. Investment 
expenditures will correspondingly be less , and so will 
be the stimulus to GNP and emplo yment . 

3 . Problems and Imponderabl es 

A. Wil l energy-related investment plan s be 
substantially c ut back during the period in which 
Co ngress is debating the program? We simply cannot 
answer that question -- but it is a danger. 

B. We have not been able t o calculate with any 
reliability t h e costs , and h e nce t h e price effects , 
of meeting the mandated standards for appliances , 
automobi l es , insulation , and o ther capital goods. 

C. We cannot estimate the possible psycho logical 
effects o f the ''gas guzzler " t ax : will there be 
anticipatory buying of large autos, a nd what will the 
Blumenthal plan fo r dealing wi t h rebates on imported 
cars do to price competition in the auto industry , 
and thereby auto prices? 

D. Will the combined investment requirements 
for energy conservat~on and environmental standards 
divert substantia l investment away from capacity­
increasing pro j ects , a nd indirectly raise inflation 
probl e ms l ater? 

Summary 

On balance, the energy program will: 

(a) Cau se a r e l atively small , but unwelcome , 
addition to inflation, at least i n the 
short run. 
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(b) Add moderately to the growth of GNP. 

(c) Possibly , but not certainly, l ead to some 
temporary hesitations and disruptions . 

Final Note: 

We will continue to refine our estimates right up 
to the last minute. These numbers are for your 
guidance over the weekend. 
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THE WHITE HOUSE 

WASH I NGTON 

April 16, 1977 

The Vice P r esident 
Midge Costanza 
Stu Eizenstat 
Hamilton Jordan 
Bob Lipshutz 
Frank Moore 
Jody Powell 
Jack Watson 
Jim Schlesinger 

The attached has b een forwarded to the 
President. The attached copy is for your 
inJormation. 

Rick Hutcheson 

R e : Economic Effects of t~e Energy Program 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 
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THE WHITE HOUSE 

WASHINGTON 

April 18 , 1977 

THE PRESIDENT~ 

STU EIZENSTAT ""7)~ 

ZBB of Federal Information 
Center Program 

As you requested, my staff will work with OMB during the 
Spring budget review meetings to asse ss the Federal 
Information Centers . Zero Based Budgeting will be 
applied to this program as a part of the overall review 
of GSA. 
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THE WHITE HOUSE 

WASHINGTON 

Jim Mcintyre 
Stu Eizenstat 
Jack Watson 
Richard Harden 
Bert Lance 

April 7, 1977 

The attached was returned in the President's 
outbox and is forwar ded to you for your 
information and appropriate ac tion. 

Rick Hutcheson 

Re: Assessment of Federal Infol"mation 
Centers 
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EXECUTIVE ORDER 
Conunents due t o 
Carp/Huron within 
48 hours; due t o 
Staff Secretary 
next day 

FOR STAFFING 
FOR INFORMATION 
FROM PRESIDENT ' S OUTBOX 
LOG IN/TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 

ARAGON 
BOURNE 
BRZEZINSKI 
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THE WHITE HoUSE 

WAIHINOTOH 

Mr. P.resident: 

Stu has summarized Jim Mcintyre's 
report on the OMB study of 
Federal Information Centers. 

Additional, thoughtful comments 
from staff are attached. 

Rick 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

OVERVIEW 

THE WHITE HOUSE 

WASHINGTON 

April 4, 1977 

THE PRESIDENT 

STU EIZENSTAT 

Jim Mcintyre Memo re: Assessment of 
Federal Information Centers 

The OMB study of the Federal Information Center program finds 
the operation of individual centers to be high quality . Op­
tions are proposed by OMB to correct three principal weak­
nesses of the FIC program: poor overall management; 
insufficient information design and support facilities; and 
limitations on the population served. 

BACKGROUND 

The existing FIC program involves 37 Centers under the 
management of GSA, including toll-free telephone service to 
40 additional cities. These Centers service only 55% of the 
nation's population. They handle 600 ,000 inquiries per month 
on a broad range of subjects . The program's Fiscal Year 1977 
budget is $2.8 million. -About 25% of FIC inquiries relate to four agencies which also 
maintain public information and referral systems: Internal 
Revenue Service, Civil Service Commission, Socia l Security 
Administration , and Veterans Administration. Of the total 
inquiries, 65% are by telephone and the balance are by walk­
in. Each Center is staffed by 2 to 5 full-time persons. 

DISCUSSION 

OMB ' s study fo und Center personnel to be h ighly qualified and 
very responsive to questions. The nature of the service pro­
vided varied from Center to Center because no overall manage­
ment policy presently exists. Most Centers are information 
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and referral services, but some do research on substantive 
questions. Centers presently provide information on state, 
local and federal government matters. 

The study concludes that about 45% of the population is 
effectively precluded from full access to FIC services by 
virtue of the limited extension of toll-free telephone 
service to only 40 tieline cities. 

OMB proposed options range from upgrading management of the 
existing Centers to expanding the FIC program to 60 Centers. 
The use of Centers to serve an ombudsman role of following up 
on individual viewpoints or complaints was not considered 
desirable or feasible by the study. Adoption of all OMB 
recommendations (which include tests and pilot projects) 
would cost about $10 million. 

General Services 
the OMB report . 
authority should 
pans ion. 

OPTIONS 

Administration is in general agreement with 
Both agree that more explicit legislative 
be obtained for any proposed program ex-

1. Propose legislation designed to upgrade the effectiveness 
of existing 37 Center network. This is the least expensive 
option , but several areas (especially rural communities) would 
remain excluded from service. 

OMB describes two options for upgrading existing Centers : 
a) Modest Management Improvements - - involves hiring 37 new 
full-time staffers, improving equipment and standardizing policy 
directives and data collection (cost- $805 , 000); b) Service 
Improvement and Adjustments for Staffing Imbalance -- involves 
increasing GSA and FIC staffs by 56 people, improving equip­
ment and possible relocation of some Centers (cost- $1.03 
million) . 

2. Propose legislation to improve management of Centers and 
to expand their coverage to include the entire population. 
Further commitment to the FIC program could await review of its 
post-expansion operation. 

Three mutually exclusive options for expansion are presented: 
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(a) Expand coverage to the entire country on a toll­
free basis from the existing 37 Center Network. (Cost -
$3.6 million) 

(b) Expand coverage with at least one Center per State 
(cost- $3 . 67 million) . OMB favors this position. Long 
distance commun1cat1ons costs are reduced and coordination 
with state and local information services is improved. 

(c) Expand coverage to entire population but consolidate 
to 10 Regional Centers . (Cost- $4 . 49 million) 

3 . Propose legislation to expand the nature of the services 
provided as well as the population covered. Congress probably 
would be skeptical, viewing this as encroaching on its con­
stituent casework. The chances of passing consumer agency 
legislation may be advers ely affected by this proposal. 

Basical l y , such legislation entails expanding the FIC role 
to include processing citizen viewpoints on policy issues and 
handling consumer complaints and inputs. OMB notes this could 
be done only in conjunction with management improvements sug­
gested in Options 1 a nd 2 . (Cost - $1.11 million for 60 Centers 
in addition to i mproved management costs . ) 

RECOMMENDATION 

Option #2 (b) 





MEMORANDUM 

THE WIIITE 110 ' S E 

W /\SIIINGT ON 

INFORMATION 6 April 1977 

TO: THE PRESIDENT 

FROM: RICK HUTCHESO 

SUBJECT: Comment: FICs 

Schneiders and Hugh Carter concur with the OMB/Eizenstat 
option. 

Watson suggests that FICs be expanded to serve as a source 
of information and assistance to state and local governments 
seeking federal aid , as well as helping private citizens. 
If the " Federal Program Information Act , " sponsored by Sen . 
Kennedy and supported by the Administration, is passed , OMB 
would computerize the Catalogue of Federal Domestic Assistance , 
making the computerized information available to state and 
local officials through regional computer terminals. Placing 
those terminals in the FICs , with a staff capability to 
assist in the preparation of federal aid applications, would 
be a major contribution to making federal aid accessible to 
smaller communities and states which cannot afford full-time 
grantsmen . Going the next step of combining the FICs and 
FRCs in the 10 regional cities would be even better. 

Harden is in basic agreement with the need to better utilize 
the FICs. His additional suggestions : 

1. The concept of providing common facilities (used in Georgia 
in devel oping human resource centers) would help insure a 
high degree of professionalism at the centers . 

2. The centers could be used to conduct periodic training 
sessions on Federal programs for state/local officials. 

3. TIE-LINES with state/local centers (as used in Georgia) 
would improve effectiveness of both Federal and 
state/local centers. 

4. Rotating individuals from agencies into information centers 
on a 1-3 month basis might give agency personnel a better 
feel for the concerns of the general public. 

5. Suggest that you ask Frank Press to explore ways that 
advanced technology can be used to collect, process and 
distribute the information needed by these agencies. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASH ING T ON. D .C . 20503 

April 1, 1977 

MEMORANDUM FOR: THE PRESIDENT 

FROM: 

SUBJECT: 

James T. Mcintyre, Deputy Director)L___­

Assessment of Federal Information Centers 

Last month you asked us to conduct an analysis of the 
effectiveness of the Federal Information Center network with 
the idea of considering an expansion of their functions and 
geographic coverage. Attached is a full report and an 
Executive Summary which a team from our Inte rgovernmental 
Relations and Regional Operations Division under Vince Puritano 
prepared during the past month. Although there was not time 
to go into great detail on many aspects, I think the report 
does provide a good, first-level analysis of the major options 
available and the relative costs and benefits of each. 

Report Coverage 

The major areas covered in the report are: 

The overall effectiveness of current Centers' operations; 

The desirability, feasibility, and cost of increasing 
the scope of information services, improving service 
quality, and expanding geographic coverage of Cente rs; 
and, 

The desirability, feasibility, and cost of utilizing the 
Centers to facilitat e more direct dialogue between 
citizens and agency policy officials and the President. 

General Background 

For background, the following information about the Centers 
might be helpful: 

There are presently 37 Centers in operation which cover 
about 55 % of the u.s. population, including toll-free 
telephone service t o 40 additional cities. 
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The Centers operate under the policy direction of the 
General Services Admin istration. 

The Fiscal Year 1977 budget is $2.8 million, funded on 
a reimbursable basis by 17 Federal agencies; total staff 
is 140 positions. 

The Centers receive about 600,000 in 
of wh~ch about 60 % are telephone and 

The volume of public inquiries varies widely among 
individual Centers--from a low of about 5,000 per month 
to a h~gh of 52,000. 

The range of inquiry by subject matter is broad and 
diverse . Four agencies which also maintain substantial 
publ~c information and referral systems of their own 
account for over 25% of Center inquiries: Internal 
Revenue Service, Civil Service Commission, Social Security 
Administration , and Veterans Administration. Questions 
related to these agencies are similar to those handled 
by their own information services--e.g. , tax information, 
Federal employment , etc . Distribution of calls among 
Federal agencies is otherwise spread fairly evenly over 
the range of Federal programs and services. Inquiries 
related to State and local governments and private 
organizations run about 10% of the total. 

General Findings/Conclusions 

Overall, the assessment team was very favorably impressed by 
the quality and cost effectiveness of information services 
provided by the Centers. For the purposes of this memorandum, 
only those findings which were considered particularly signifi­
cant will be noted : 

The Centers' principal strengths start with a high degree 
of responsiveness to the substantial volume and wide 
diversity of questions they receive. This capacity is 
largely dependent on the abilities of the information 
specialists employed , who are highly competent in terms 
of dealing with the public, generally knowledgeable of 
government programs and services , and resourceful in 
seeking answers to complex questions and problems. 
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The principal weaknesses of the system are in three 
general areas: overall management; information system 
design and support facilities; and limitations on the 
population served. 

In terms of overall management, the Centers operate 
largely independent of one another with little central 
mana~ement policy or direction. As a consequence, 
qual1ty of management and services varies widely among 
Centers. 

Routine flow of information to Centers from individual 
Federal agenc1es 1s espec1ally weak. Each Center 1s 
individually responsible for updating its own informa­
tion files, including national and regional data common 
to all . 

Approximately 45 % of the population is effectively pre­
cluded from full access to informational services by 
v1rtue of the l i mited extension of toll-free telephone 
service to only 40 tieline cities. 

Major Options for Expansion and Upgrading of Centers 

Based on the team's assessment of current Center operations 
and opportunities for improvements, the following basic 
alternatives were developed: 

Alternative One consists of a strategy of upgrading the 
effectiveness of the existing 37 Center network as a 
desirable management initiative on its own merits, as 
well as laying the foundation for possible expansion of 
the system's coverage, service level, and roles as out­
lined in Alternatives Two and Three. The report presents 
two major options for consideration, dealing with overall 
improvements in management support, and adjusting for 
workload imbalances respectively. 

Alternative Two covers various options for expanding 
Center coverage to all citizens on a toll-free basis, as 
well as supportive options for upgrading of communications 
equipment, data processing facilities, and the scope of 
informational services offered. Although any of the 
latter options could be implemented without necessarily 
expanding Center coverage, it is more likely they would 
be undertaken as part of a major upgrading and expansion 
program. 
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Alternative Three modifies in a significant manner the 
bas1c role and functions of Federal Information Centers. 
The three specific sub-options are: converting the 
Centers to a broader intergovernmental information source 
in cooperation with participating States and/or locali­
ties; using the Centers as part of a two-way communica­
tion link between citizens and Washington; and using 
the Centers to improve Federal responsiveness in consumer 
affairs. With respect to these latter two functions, the 
assessment team indicated that the Centers can provide 
an effective channel for citizens to communicate with 
Federal officials, but an "ombudsman" type role for the 
Centers in following up on individual viewpoints or 
complaints was not considered desirable or feasible. 

Attachments A-1 and A-2 portray the above alternatives in 
summary form, provide cost estimates for each , and describe 
a recommended package for the overall expansion of the Federal 
Information Center network. 

Reconunendations 

As shown on the attached summary, the OMB assessment team 
recommended the following options be approved as the most 
cost effective total package: 

Description 

Current Centers 

Upgrade management of existing 
37 Centers 

Expand geographic coverage to a 
60 Center network with at least 
one Center per State 

Test various approaches to up­
grading quality of information 
services under the expanded 
geographic coverage model. 

Examine opportunities to improve 
quality of service by adding 
computer support and telephone 
call "bridge" capability based 
on further testing . 

Recommended 
Options 

A. l 
A. 2 

B.2 

C.l 

C.2 
C.3 

Cost 
($million) 

2.86 

.81 
1.03 

3.67 

.18 

. 16 

.00 



Description 
Recommended 

Options 

Approve concept of joint 
Federal/State/local government 
information centers and support 
a Statewide pilot in California 

Move ahead with a low key , limited 
publicity model for using Centers 
to obtain citizens ' views and improve 
referral capability for consumer 
complaints 

Total recommendations for upgrading 
Federal Information Centers 

D 

E. l 
E.2 

5 

Cost 
($million) 

.16 

1 . 11 
.00 

$9.98 

It is important to note that these cost estimates are 
influenced in considerable measure by assumptions of demand 
for informational services by the public . The analysis has 
projected increased volumes of inquiries primarily to reflect 
expanded population coverage only. The extent and nature of 
publicity regarding Centers can have major , but unpredictable, 
impact on the volume of inquiries. For this reason, the cost 
estimates will be low if expansion is accompanied by substan­
tial publicity at either the national or local level. The 
report urges that implementation of the recommended options 
proceed in a deliberate, time-phased manner in order to assure 
that the response capability of Centers is enhanced before 
additional demand for informational services is generated. 

In considering the cost of this package, the report strongly 
recommends that the General Services Administration obtain a 
more explicit legislative authority for the contemplated expan­
sion , and request a direct appropriation of funds for support 
of the Centers . 

Staff of the General Services Administration worked with the 
OMB review team , but I have requested the official reaction of 
Acting Administrator Robert Griffin as well. I am enclosing a 
copy of his comments. Basically , he is in agreement with most 
of the analysis and recommendations contained in the report. 
He notes some concerns on timing and sequence of implementing 
specific recommendations , particularly in the area of expanded 
consumer complaint handling, and need for budgetary and personnel 
ceiling relief . On balance, however, I believe Mr . Griffin's 
comments should be construed as in general agreement with the 
overall report. 

Attachments 



April 1, 1977 

UNITED STATES OF AMERICA 

GENERAL SERVICES ADMINISTRATION 
WASHINGTON, D .C . 20405 

Honorable James T. Mcintyre, J r. 
Deputy Director 
Office of Management and Budget 
Washington, DC 20503 

Dear Mr. Mcintyre: 

We have reviewed the Office of Management and Budget ' s (OMB) assessment 
of the Federal Information Center (PIC) program and commend Mr. Puritano 
and his group for producing an excellent report in a very short period 
of time. 

We are in general agreement with most of the recommendations in the 
report, but note that the General Services Administration (GSA) would 
need assistance from OMB in order to begin early implementation of many 
of the recommendations . 

Specifically, an increase in staffing- -and the necessary, associated 
training--to enable major expansion by October 1 would require that OMB 
release us from the freeze on hiring, assign GSA additional ceiling and 
direct contributing agencies to provide us with additional funding in 
fiscal year 1977 above the amotmts budgeted. 

The impact on fiscal year 1978 would be much greater. Authorizing 
legislation must pass before Congress could appropriate the funds necessary 
for an upgraded and expanded program for fiscal year 1978. A supplemental 
appropriation probably would not be enacted prior to the third quarter 
of fiscal year 1978. (We cannot ignore the possibility, of course, that 
a supplemental appropriation might be denied by the Congress, thus 
necessitating an immediate reduction-in-force.) We must assume that fiscal 
year 1978 expenditures would be financed during the first three quarters 
of the year from agency contributions, while costs for the remainder of 
the year would be financed from a supplemental appropriation. Since agency 
contributions would be insufficient to cover the first three quarters of 

,fiscal year 1978, OMB would have to require the agencies to increase their 
contributions above the amotmts budgeted for fiscal year 1978 . 

In addition to the forego.ing budgetary and funding considerations, we have 
a general observation concerning communications costs and several comments 
relating to specific recommendations in the report. 

K eep Freedom in 'l'our Future With U.S. Savings Bonds 
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In regard to communications costs, we have been advised by AT&T since 
the report was prepared that there will be a WATS tariff increase in 
mid-April 1977. We do not !mow the amount of the increase at this time 
and, therefore, are unable t o estimat e the extent of the impact on the 
cost projections in the report. 

Although we are in general agreement with the options reconunended by 
the study group , we have several dissents or modifications. 

In Option A-1, we do not think it would be wise to extend PIC working 
hours much beyond the working hours of the Federal agencies in the area. 
Calls coming into an FIC early in the morning or late in the evening could 
only be referred to those agencies having offices open at those hours. 

In Option C-3 , we are concerned about the costs of unlimited "bridging" 
of calls . We agree with the study group that, at l east initially, 
bridging of calls be limited to third parties in a local calling area. 
We recommend, further, that this be done only at selected FICs pending 
in-depth reviews by the FIC national office staff. 

In Option E-2, we believe that the proposal to handle consumer complaints 
should be held in abeyance pending the possible establishment of a consumer 
agency. An examination of this proposal \-rould be more appropriate at 
that time. 

As previously indicated, our Unffiediate concern involves funding and 
personnel ceiling. Your assistance in this area would permit us to begin 
implementation of the program outlined by your study team if it is decided 
to proceed. 

Thank you for giving us the opportunity to comment on this comprehensive 
and professional study of the FIC program and its possibilities for the 
future. 

~~~-----· 
ROBERT T. GRIFFIN 
Acting Administrator 



EXECUTIVE SUMMARY 

FEDERAL INFORMATION CENTER 

ASSESSMENT REPORT 

I. INTRODUCTION 

Background 

El even years ago in November 1965, President Johnson directed 
that the Federal Government expand its efforts to improve ser­
vices to individual citizens including basic information about 
the Federal Government itself. The fo llowing year , the fi r st 
pilot Federal Information Center was opened in Atlant a, Georgia . 
Since then , the number of Centers has increased to a total of 
37 with toll-free telephone tieline service to an a dditional 
40 cities. As a total network, the Center system now covers 
about 55% of the u.s . population on a local call basis . 

Objectives of the Current Assessment 

A brief assessment was requested to determine the feasibility 
of e xpandin g the current network of 37 Federal Information 
Centers to a nati onwide system as a means of making basic in­
formation about Federal progr ams and services more readily 
available to all citi zens. In addition, consideration was to 
be given to tne use of Centers as a vehicle for citizens to com­
municate their opinions and other concerns about the Federal 
Government directly to agency policy officials and the Presi­
dent . 

The three major areas to be covered in the assessment report 
were: 

The overall effectiveness of current Centers' operations 
in responding to citizen needs for information about Fed­
eral programs and services; 

The desirability, feasibility, and cost of increasing the 
scope of information services~ improving service quality , 
and expanding geographic coverage of Centers; and 

The desirability , feasibility, and cost of utilizing the 
Centers to facilitate more direct dialogue between citizens 
and agency policy officials and the President on policy 
issues , to improve Federal respon siveness to consumer in­
terests, and to possibly create intergovernmental informa­
tion centers. 
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Methodology 

The methodology employed during the assessment consisted of: 

Anal~sis of Available Data on Center Operations which 
cons1.sted of reports on the volume and type of inquiries 
received, staff workload , and other factors . 

Field Reviews of Center Operations included personal 
interviews with Center staff, General Services Adminis­
tration supervisory personnel, Federal Executive Board 
Chairpersons, and officials from Federal agencies , State 
and l ocal governments, and private organizations in 11 
major Center cities throughout the country. 

Selected Interviews with a wide range of people to obtain 
viewpoints and reactions to various possibilities for ex­
panding the scope and role of Federal Information Ce nters . 
These included private organizations specializing in in­
formational and referral services such as the United Way, 
State officials including personnel responsible for the 
State " tieline" operations in Georgia and South Dakota 
respectively, and Federal agencies with major citizen in­
quiry and assistance programs such as the Internal Revenue 
Service. 

Concept and Role of a Federal Information Center 

In carrying out this review, it was necessary to ma~e some basic 
assumptions about the nature and overall purposes of the Fed­
eral Information Centers as a benchmark for assessing their cur­
rent effectiveness and developing options for possible future 
expansion. The key assumptions were: 

First, the Centers operate as a part of a much larger, and 
diversified network of information programs devoted to pro­
viding information to our estimated 215 million citizens 
on services available to them. This system includes a 
score of other major Federal information services as well 
as numerous State, local, and private systems. 

In recognition of this diversity, the assessment team 
gave particular attention to the degree of coordination 
between Federal Information Centers and related informa­
tion and referral systems adm1.n1.stered by other Federal 
agencies , State and local governments, and private agencies . 

Second, the assumption was made that most information ser­
vice organizations enjoy a "comparative advantage" in hav­
ing easier access to detailed information on certain types 
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of programs, services, or agencies. While a Federal 
Information Center can usually provide general informa­
tion on available State, local government, and private 
agency services in its area of jurisdiction, it has a 
particular advantage and responsibility in providing de­
tailed information on Federal activities. In developing 
options for expansion, considerable emphasis was given 
to increasing the capacity of Federal Information Centers 
to supply information on the Federal sector as their firs~ 
and most important priority. 

Third , in assessing opportunities to utilize the Federal 
Information Centers more extensively for facilitating citi­
zen participation in the Federal decisionmaking process, 
the review team was conscious of the danger of creating 
unrealistic expectations concerning the ability of Centers 
to respond to and resolve the diverse range of personal as 
well as governmental problems which citizens might bring 
to their attention . 

Finally, the role of the Centers as the first and perhaps 
the only direct point of contact which many citizens may 
have with the Federal Government was viewed as an impor­
tant consideration in developing various alternatives. 
While communications technology allows for great efficien­
cies in storing and processing information, an assumption 
was made that the Centers should continue to emphasize a 
personalized approach in dealing with citizens as their 
basic and most responsive mode of operation . 

II. ANALYSIS OF CURRENT CENTER OPERATIONS 

Overall, the assessment team was very favorably impressed by 
the quality and cost-effectiveness of information services pro­
vided by the Centers. For the purposes of the Executive Summary, 
only those findings which were considered particularly signifi­
cant will be described. 

General Background 

The Centers operate under the policy direction of the General 
Services Administration and its Office of Public Affairs. 

The Fiscal Year 1977 budget for Federal Information - Centers is 
$2,858 million, funded on a reimbursable basis by 17 Federal 
agencies at $168,000 each . 

~llocation of funds is heavily directed to staff support--79% 
for salaries and related expenses. Resources are also heavily 
concentrated in : center o~erations as compared .~o national support. 
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Out of a total of 140 budgeted positions, 136 are allocated 
to direct Center operations. Staffing is fairly evenly dis­
trj.buted among Centers. Most Centers range in size from two 
to five full-time positions; three Centers exceed that l evel. 

There are presently a total of 37 Centers in operation, with 
one more scheduled to open in the spring of 1977. Sixteen 
Centers also provide toll-free telephone service to one or 
more tieline cities, and cover a total of 40 additional cities. 

Assessment of Operational Capabilities 

The Centers receive about 600,000 inquiries per month in aggre­
gate, of which about 65% are telephone and the balance walk-in. 
A negligible number of inquiries are received through the mail. 

The range of inquiry by subject matter is broad and diverse 
and a very few areas dominate. Four agencies which also main­
tain substantial public information and referral systems of 
their own account for over 25% of Center inquiries: (1) Inter­
nal Revenue Service (9.2%); (2) Civil Service Commission (8.0%) 1 
(3) Social Security Administration (4.8%); and (4) Veterans 
Administration (4.4%) . Questions related to these agencies are 
similar to those handled by their own information services-­
e . g . , tax information, Federal employment, social security, and 
veterans assistance eligibility. Distribution of calls among 
Federal agencies is otherwise spread fairly evenly over the 
range of Federal programs and services. Very few discrete or­
ganizations beyond those mentioned above account for greater 
than 1% of inquiries. 

The relative volume of public inquiries varies widely among in­
dividual Centers--from a low of about 5,000 per month to a high 
of 52,000 which include walk- in totals. A number of inter­
related factors appear to account for this disparity. For in­
stance, location of a Center in the lobby generates substantial 
walk-in volumes. The relative concentration of Federal programs 
and services in a particular city is also a factor. However, 
tne level of publicity is generally believed to have the most 
substantial impact on the volume of inquiries which a Center 
receives, although the actual dimensions are not clear since 
no data was available to precisely measure the effects of pub­
licity on inquiry volume. 

All Centers' information files are manual . No computer or 
other automatic or mechanical updating systems are utilized . 
The sources of information maintained consists primarily of in­
formation showing location and telephone number of agencies 
(State , local government, and private as well as Federal), usu­
ally organized by functional areas of service. Each Center 
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maintains such inforQation for national, regional, State and 
local levels of each agency, and eacn Center is individually 
responsible for updating its basic file. 

Telecommunications equipment currently available is relatively 
unsophisticated. Few Centers have a capability to transfer in­
coming calls to an appropriate Federal agency, either within 
the city in which the Center is located or to another area. 
Other telecommunication support sys·terns are also modest . Only 
12 Centers currently operate with a pre-recorded message and 
automatic hold capacity to accommodate incoming calls when the 
rest of the Center staff is busy. 

Overall Analysis of Strengths and Weaknesses 

Tne Centers' principal strengths start with a high degree of re­
sponsiveness to the substantial volume and wide diversity of 
questions they receive. This capacity is largely dependent on 
the abilities of the information specialists employed, who were 
perceived to be highly competent in terms of dealing with the 
public, generally knowledgable of government programs and ser­
vices, and resourceful in seeking answers to complex questions 
and problems. 

Responses are not confined to simply referring the questioner 
to an appropriate source for an answer . All Centers respond 
to substantive questions directly and conduct necessary re­
search to the extent that they are able. Moreover, the infor­
mational services provided are not restricted to questions re­
lated to Federal programs and services. Al~ Centers receive 
and maintain a capacity to respond to a significant volume of 
inquiries related to State, local, and private services avail­
able in the community . 

The principal weaknesses of the system are in three general 
areas: overall management; information s y stem design and sup­
port facilities; and limitations on the population served. 

In terms of overall management, the Centers operate largely 
independent of one another with little management or policy 
direction and support from Washington. As a result , the qual­
ity of management in individual Centers is highly variable, as 
reflected in varying procedures on data file structure and 
maintenance, staff training, and knowledge of alternative in­
formation services and sources in the community. 

Routine flow of information to Centers from individual Federal 
agencies , both nationally and regionally, is especially weak. 
Each Center is individually responsible for updating its own 
information files, including national and regional data common 
to all. 
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There is also a high degree of variation among Centers in 
terms of inquiry volumes for given levels of staff and popu­
lation served. These variables directly affect their ability 
to respond adequately to substantive inquiries, handle peak 
workloads, and develop/ update information sources. 

Approximately 45 % of the population is effectively precluded 
from full access to informational services by virtue of the 
limited extension of toll-free telephone service to only 40 
tieline cities. 

III. MAJOR OPTIONS FOR EXPANSION ru~D UPGRADING OF CENTERS 

Based on the team's assessment of current Ce nter operations and 
opportunities for improvements, the following basic alterna­
tives were developed. 

Alternative One consists o f a strategy of upgrading the 
effect~veness of the existing 37 Center network as a de­
sirable management initiative on its own merits, as well 
as laying the foundation for possible expansion of the 
system's coverage, service level, and roles as outlined 
in Alternatives Two and Three. The report presents two 
major options for consideration, dealing with overall im­
provements in manageme nt support, and adjusting for work­
load imbalances respectively. 

Alternative Two covers various options for expanding Cen­
ter coverage to all citizens on a toll-free basis, as well 
as supportive options f o r apgrading of communications equip ­
ment, data processing facilities, and the scope of infor­
mational services offered. Although any of the latter 
options could be irnplem~nted without necessarily expand-
ing Center coverage, it is more likely they would be und~r­
taken as part of a major upgrading and expansion program. 

Alternative Three modifies in a significant manner the 
basic role and functions of Federal Information Centers. 
The three specific options are: converting the Centers to 
a broader intergovernmental information source in coopera­
tion with participating States and/ or localities; using 
the Centers as part of a two-way communication link between 
citizens and Washington; and using the Centers to improve 
Federal responsiveness in consumer affairs. 

Attachments A-1 and A-2 portray the above alternatives in sum­
mary form, provide cost estimates for each, and describe a re­
commended package for the overall expansion of the Federal In­
formation Center network. However, it is important to note 
that total costs continue to be primarily for personnel and 
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related expenses and that most of the estimates are driven 
by three basic factors: (1) total population served; (2) 
average volume of inquiries per 100,000 population; and (3) 
estimates of the number of inquiries an average Center staff 
member can handle per day. Although the assessment did gen­
erate some additional data on these three factors, much more 
reliable estimating techniques and data are still needed. For 
this reason, the assessment team urges. considerable caution in 
the selection and sequence of implementing the individual op­
tions recommended. 

A. Upgrade Quality of Services in Existing 37 Centers 

The quality of services provided by the existing 37 Federal 
Information Centers is generally high for the level and scope 
of service contemplated . However, the assessment tefu~ noted 
substantial variations in quality, reflective of wide differ­
ences in management and operations, and overall levels and 
allocation of resources. The following options are intended 
to upgrade quality of services provided by the existing 37 
Centers, assuming no change in population coverage. 

Option A. l - Improve Quality of Service in the Existing 37 
Center Network through t-Iodest t1anagement Improvements 

The quality of management systems varies significantly 
among individual Centers , and certain minimal management sup­
port functions are not performed at all. 

A substantial number of these recommendations can be im­
plemented within existing Center resources, and GSA has already 
initiated steps to implement many of them. These include trans­
ferring Centers located in the lobby of Federal buildings to 
off-lobby locations, development of standardized policy di­
rectives governing Center operations, more formal training for 
new staff, installing more efficient data filing and updating 
procedures,. and providing for more routine updating of common 
information. 

A number of management improvements considered essential 
for efficient Center operations will entail modest additional 
resources. These include measures to allow Center managers to 
devote time to organizing and managing Center operations, modest 
upgrading in facilities and equipment, and strengthening national 
office management and policy direction capability. 

The total cost of these actions are estimated at $805,000 
including 37 additional full-time positions and modest up­
grading in facilities and equipmen~ 
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Option A;2 - Further Upgrade Quality of Service by Adjusting 
for Major Staffing Imbalances and Improve Response Capabili­
ties in Existing 37 Center Network 

The volume of inquiries received varies substantially 
among Centers, in absolute terms, and in relation to current 
staffing levels. Moreover, the range in inquiry volume does 
not appear to relate to differences in levels of population 
served, probably because of differences in the extent of pub­
licity. 

The assessment team proposes that existing staffing levels 
be augmented in the high volume Centers in order to maintain 
no greater than 125 telephone calls per staff member per day. 
Additional publicity should be considered in areas with rela­
tively low volumes of inquiry and staffing should be adjusted 
accordingly. 

The combined effect of these actions would involve an addi­
tional 51 full-time information specialists positions, at a 
total cost of $950,000. 

As part of an overall objective to upgrade the quality of 
response provided by the Centers, the assessment team has con­
cluded that individual Centers must have access to a considerably 
greater amount of information on programs and issues than pre­
sently. A number of procedural changes are recommended de­
signed to generate a more routine flow of information from 
individual Federal departments and agencies on issues of 
general interest to the public. 

These actions will depend principally on national policy 
and procedural decisions, but will also require modest increases 
in the GSA national office staff. A total of five positions 
at a cost of $80 , 000 is proposed which combined with augmenta­
tion in Center staffing, entails a total cost for Option A.2 
of $1.03 million. 

Recommendation 

' The OMB assessment team recommends approval of each of the 
options discussed: Option A.l ($.81 million), and A.2 ($1.03 
million) . 

B. Expand Population Coverage 

The assessment team perceives no rational basis for restrict­
ing coverage of Federal Infor.mation Center's services to the 
present 55% of the population. Three alternative, mutually 
exclusive options are considered for expanding coverage to 
100% of the population . 
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Under this option, toll-free telephone lines would be ex­
tended to the entire population, from the existing 37 Centers, 
and additional staff would be added to handle the increased vol­
ume of calls. 

This option has tne principal benefit of building on the 
existing system and could therefore be implemented most ex­
peditiously and with least disruption. 

A significant potential problem is degradation in the 
relative quality of informational services provided to citi­
zens in outlying areas. Existing Centers now provide more 
comprehensive information on inquiries generated in FIC cities, 
as compared to tieline cities. These disparities are likely 
to be even greater for outlying rural areas, particularly with 
respect to information on locally based programs and services. 

This option would entail a total additional cost of $3 . 6 
million covering staff increases and toll-free telephone lines 
to all parts of the country. 

Option 8.2 Expand Coverage with at Least One Center per State 

.Under this option, all existing 37 Centers would remain 
in operation. However, an additional 23 Centers would be 
opened, one in the largest metropolitan area of those States 
in which no Centers exist now. 

The principal advantage of this option is that it would 
tend to offset the rela~ive degradation in quality of respon­
siveness to outlying areas cited in Option 8.1 by placing the 
Centers closer to the populations served. It would also facili­
tate development of relationships with State governments for 
exchange of information, and establishes the basis for moving 
toward the government information center model, where desired. 

In terms of cost, this option is not materially more ex­
pensive than Option B.l ($3.67 million compared to $3.60 
million) largely because long distance telecommunications line 
costs on an intra-State basis are substantially less than inter­
State. This helps offset the costs of added staff. 

Option 8 . 3 Expand Coverage to Entire Population but Consolidate 
to 10 Regional Centers 

This option contemplates operating information services 
from 10 consolidated Centers, probably located in each of the 
10 standard Federal regional cities. The remaining Centers 
would be closed. 
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Of necessity, a 10-Center model would experience much 
greater difficulty in maintaining information on the hundreds 
of cities and towns in each region and would be forced to 
rely on national or regional sources primarily, and possibly 
State governments. The more individualized approach with 
citizens presently employed in most Centers and which con­
stitute one of their strengths, probabl y would be compromised 
as well. In the view of the assessment team, the quality of 
informational services provided by this model would be signifi­
cantly below that of the others. Moreover, reducing the num­
ber of individual Centers might be perceived by the public as 
a retrenchment in information services offered, and congress­
ional support might be weakened as we ll . 

In terms of cost, and perhaps contrary to expectations , 
this option would be relatively expensive--about $4.49 million 
compared to approximately $3.6 million for Options B.l and B.2. 
These higher costs result principally from relatively high 
inter-State telephone communications :Ghar9es relative to intra­
State charges, and these costs more than offset savings realized 
from staff savings associated with economies of scale. 

Recommendation 

The o~m assessment team recommends approval of Option B.2 at 
an annual cost of $3.67 million. 

C. Improve Quality of Service Under an Expanded Coverage Model 

If the geographic coverage of informational services is 
expanded as outlined under any of the three preceding options, 
substantial strain will be placed on Federal Information Cen­
ters'· ability to provide adequate informational services for 
the added populations. The following outl ines three options 
to enhance their response capability for this purpose: 

C.l. Improve Quality of Service by Expanding Scope of Inf orma­
tional Services Provided 

Under the present system, primary reliance is placed on 
individual Centers to develop and maintain their basic infor­
mation -file , including routine updating of basic data andre­
searching information for unique or unanticipated questions . 
A number of the options discussed previously contemplate im­
proving procedures for identifying relevant information Ofi a 
more systematic basis and making it available to Centers. How­
ever, if toll-free telephone services are extended to the en­
tire population, additional steps should be taken to develop 
information on programs and services in areas to which ser­
vices are extended. 

In developing a capacity to. develop information covering 
a wide geographic area, a basic policy determina~ion must be 
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made concerning the nature of informational services to be 
provided . Although the Centers are presently designed pri­
marily to answer questions concerning the Federal Government, 
they cover State and local services as well. As services are 
expanded geographically , the ability of Centers to provide in­
formation on local programs and services will be considerably 
less . 

The assessment team r ecommends that as a matter of po l icy, 
first priority be accorded to developing a response capability 
on Federal programs and services located in the geographic 
area served. As a second priority, they should attempt to de­
velop State-based information, in cooperation with existing 
State information and referral services, if possible. Centers 
would attempt to maintain a limited amount of local informa­
tion, such as telephone directories for the larger communi­
ties served, but publicity should be carefully programmed to 
avoid the implication that detailed local information is avail­
able. 

Under this approach, additional efforts should be made 
to develop comprehensive, area-wide information on available 
Federal programs and services , and develop necessary contacts 
and research to assemble appropriate State and local informa­
tion. 

The assessment team recommends that one additional staff 
position be allotted to each GSA regional office for the above 
purpose . This would include responsibilities for identifying 
the information needs of other Centers in the region, and as­
suring such information is compiled and updated on a continu­
ing basis and made available to the Centers in a timely and 
useful manner. The cost of this option is estimated at $175,000. 

C. 2 Improve Quality of Service Through Data Processing Support 

The volume and routine nature of a substantial part of 
the information utilized by Centers suggests that considera­
tion should be given use of computer capability for storage 
and retrieval of at least portions of the Center data file . 

The o~m assessment team concluded that while computer sup­
port has considerable intuitive appeal, there was insufficient 
evidence available to support system- wide application of such 
a capability at this time. 

Although a substantial amount of information utilized by 
the Centers is relativel y routine in nature, it covers highly 
diverse subject matter, and updating the basic information 



12 

would be a constant and demanding process. Moreover, a sub­
stantial number of questions require individualized research 
and probing to obtain an adequate answer. 

If a decision were made to develop a computer s ystem sup­
port capability for the Centers under an expanded population 
model, as outlined under Option B, the added costs are esti­
mated at approximately $1.2 million plus initial startup costs 
of $450-7 50 thousand. These estimates are based on a 10- Center 
model and would increase 5-10% if the 37 or 60 Center models 
were adopted . 

In view of the complexity of information needs, the uncer­
tainties regarding the cost-effectiveness of computer support, 
and the relatively high costs of a nationwide system, the OMB 
assessment team reco~ends that further experiments be con­
ducted with a prototy~e system rather than installing a com­
puter capability on a system-wide basis at this time. The 
cost of a four-month test using commercial time- sharing facili­
ties in support of a sample of Centers is estimated at $158,000. 

C.3 Improve Quality of Service by Adding Capacity to Directly 
"Bridge " Callers to Service Agencies 

This option contemp l ates installing the capacity for Cen­
ters to bridge incoming telephone calls to an appropriate agency 
in order to assure a more adequate response to citizens ' ques ­
tions. 

In reviewing this option, the assessment team reviewed 
existing State information systems currently in operation which 
employ this capacity--notably the States of Georgia and South 
Dakota tielines. Each operation was found to exhibit notable 
differen ces from current or contemplated Federal Information 
Center oper ations-- particularly the extent of service provided 
individual callers. As a result of the highly detail ed re­
sponse given callers by the Georgia tieline , the overall average 
cost per telephone call is about $10 compared to $0.40 presently 
for Federal Centers. The South Dakota model, which provides 
less in-depth case-work assistance to callers than the Georgia 
tieline, operates at an average cost of $2.58 per call. Not all 
of these cost differentials are attributable to the call "bridg­
ing" capability , but t hat capacity is integrally related to the 
more in-depth response provided by these other models. 

No accurate basis exists on which to estimate the addi­
tional cost of instal ling a call "bridge" capability in Fed­
eral Centers largely because proportion of calls to be bridged 
and extent of time spent on each are critical unknown vari­
ables. 
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The assessment team recommends that call "bridge" capa­
bility not be installed at this time for long distance calls. 
Instead, capacity for transferring calls within the local 
area should be added to all Centers now, and this experience 
should be used to gain more experience and data for estimat­
ing the need and costs of adding more complete coverage and 
service of this type. 

D. Exp and Role of Centers to Serve as Combined Federal Infor­
mation Centers 

The assessment included an examination of the Govern­
ment Information Centet:. .. in ' San Diego . as a possible model _ 
for use elsewhere. The results confirmed that the quality and 
convenience of service under a combined approach with other 
levels of government was clearly advantageous to citizens. How­
ever, the volume of inquiries which a combined Center must be 
prepared . to handle may run as much as 50% higher than a Fed­
eral Center, and staffing/ financing arrangements for a joint 
Center can be potentially troublesome. 

The rationale for selection of Option B.2 which would es­
tablish a Center in each State recognizes the desirability of 
moving toward an intergovernmental approach to providing in­
formation services. However, this model is dependent on closer 
day-to-day cooperation and joint planning among Federal, State, 
and local governments, and can only be implemented as coopera­
tive agreements are developed among participating units of gov­
ernment. 

Recommendation 

The OMB assessment team recommends a further expansion of the 
San Diego pilot Center to a State-wide effort in cooperation 
with the State of California to develop further experience 
with this model. The Federal cost of this proposal is estimated 
at $160,000. 

E. Ex and Role of Federal Information Centers to Include Pro­
cess~ng C1t1zen V1ewpo1nts on Po 1cy Issues, and Handl1ng Con­
sumer Complaints and Inputs 

Options E. 1 and E.2 involve a fundamental change in the 
basic nature of the Centers. Both require the capacity to re­
ceive, analyze, and disseminate feedback from citizens. This 
role places the Centers in a much more sensitive public role 
which could adversely affect their normal function of provid­
ing information and referral services. Reservations were also 
voiced about the consumer complaint role, particularly with 
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In 
respect to having the Center perceived as an enforcement 
agency on behalf of citizens vis a vis Federal agencies . 
both cases, it might be extremely difficult to drop these 
roles once citizens begin to utilize the Centers for such 
poses. 

pur-. 
At the same time , the assessment team found support for 

testing both roles provided this could be done under a care­
fully planned and controlled strategy which would avoid jeop­
ardizing the effectiveness of the Center information and re­
ferral activities. This would require a decentralized ap­
proach in installing such capabilities in each Center to assure 
adequate flexibility. 

Recommendation 

The assessment team recommends the Centers start with a low­
key reactive role with a modest increase in staff to compen­
sate for the workload that additional inquiries and viewpoints 
would generate. This is estimated at $650 , 000 which sup­
ports one additional staff member in all existing Centers. A 
similar approach is recommended for Option E.2 - a minimum up­
graded capacity to refer consumer complaints to appropriate 
agencies, disseminate information, etc. This option would not 
entail any additional costs over and above the basic manpower 
improvements over staff increases recommended under A.l and 
A.2 . 

Both the options should be implemented after the basic man­
agement improvements (Option A.l and A.2) and initial expan­
sion of geographic coverage (Option B . 2) have been fully imple­
mented. Option E.l for 60 Centers would cost $1.11 million. 

IV. BASIC CONSIDERATIONS IN EXPANDING THE NUMBER AND SCOPE OF 
RESPONSIBILITIES FOR FEDERAL INFO~~TION CENTERS 

The following basic considerations should be taken into account 
in planning for . and expanding the scope of responsibilities 
for Federal Information Centers. 

National publicity on the expansion of FICs should be 
avoided until basic management improvement and staffing 
increases have been accomplished to handle increased 
volume of inquiries . 

An explicit legislative basis should exist or be developed 
for the contemplated expansion of responsibilities. 
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Appropriate consultation should be held with Congress, 
particularly in reference to authorization and appropri­
ation requests contemplated. 

Systematic consultation should be carried out with ap­
propriate Federal agencies, State and local governments, 
and private agencies in planning for the establishment 
of new Centers to maximize opportunities for mutual sup­
port . 

Implementation of each recommendation should commence as 
quickly as possible, but on a time-phased basis tailored 
to the complexity, degree of difficulty,and cost of each. 

The following outlines a suggested timeframe and sequence for 
implementation of the report's recommendations. 

A. Actions to upgrade the quali t y of services of the 
existing 37 Center network contemplated by Options A.l and 
A. 2 should begin now, without awaiting passage of legislative 
authority or separate appropriations. 

B. GSA should be~in immediately to carry out the necessary 
analysis, planning,~ negotiations to implement the full range 
of recommended actions, including: 

Plans for expanding and upgrading Center operations 
beyond those reflected in Options A.l and A.2; and 
negotiations and plans to implement the limited pilots 
and test experiments proposed under Option C.2 {com­
puterization of the data file in one Center), Option C.3 
(installation of limited telephone call bridging capa-
city) , and Option D (develop government-wide Centers in 
California) . 

C. On the basis of the initial planning and analysis 
carried out in the above, initial steps to implement all or 
selected elements of major expansion options should commence 
by October 1 , 1977. 

With respect to expansion of coverage to 100% of the 
population (Option B.2), first priority should be on 
extension of toll-free telephone lines and services out 
of the existing 37 Centers. 

Initial steps to upgrade the quality of information 
made available to Centers on a regular , recurring basis 
(Option C.2) should begin. 
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D. Implementation of Option E.l, for expanded citizen 
participation should not commence until substantial upgrading 
in FICs' response capability has been effected . A target date 
of Januar 1978 , should be ado ted to install the more limited, 
reactive c~t~zen part~c~pat~on 
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Option Description 

I. CUrrent Status 

Maintain existing neblork o:t 
37 Federal Information Cen­
ters without major change 

II. Options for E?Cpansion/ 
Upgrade 

A.l Upgrade qualityiof ser­
vice in existing 37 Center 
neblork through nodest man­
agerrent improvements · 

A.2 Further #a4eiqual.!i.ty 
of service by "adjusting for 
major staff imbalances and 
inprove response capabili­
ties within existing 37 
Center neblork 

B ·• 1 Expand coverage of Cen­
ters to entire country on 
toll-free basis from exist­
ing 37 Center neblork 

B •. 2 Expand coverage to en­
tiie country with at least 
one Center per State 

!!d Expand coverq.~e to en­
tire country hilt consolidate 
to ten reg~ Centers 

C.l Irrprove··quallty of ser­
vice by ~g scope of 
info:rn)ational services pro­
vided. 

C.2 Improve quality of ser­
vice· through major upgrad­
ing of 1;elecx:mnunications 
and diita processing support 

C.3 Improve quality of ser­
ViCe by adding capacity to 
directly "bridge" callers to 
service agencies 

III. Options for Expanded R::lle 

D. Expand role of Federal Cen­
ters to serve as canbined Gov­
ernrrent Information Centers 
(GIC) with c:x:x:wrat..Vtg States 
and localities . 

E .1 Expand role of Federal 

! 'Estimated 
Costs 
($ million) 

2 . 86 

0.81 

l. 03 

3.60 

3.67 

4.49 

0.18 

0 - 1.25 

NOT 
ESTIMATED 

UP TO 

0 -1.43 

Centers to include process- o. 65 - 4. 48 
ing of citizen viewpoints on 
national policies · 

E. 2 Expand role of Federal Cen-
ters to facilitate handling of o - 1.45 
consurrer ocmplaints/inputs re-
garding Federal agency per-
fornance and policies 

SUMMARY TABLE 

Options for Expansion of Federal Information Centers 

Cost 
Comments 

PRESENT LEVEL 

LOW 
-=--Adds 37 Staff 
- Supports full-time Center 

managers 
- Supports basic Management 

improvements 

LOW 
- Adds 56 positions 

(51 at Center level) 

HIGH 
- Adds 76 staff 
- Includes leased lines 

HIGH 
- Adds 81 staff 
- Includes leased lines 

HIGH 
- Adds 56 staff 
- ~~~~ly inter-State lines 

LOW 
-Minimal over A.l and A.2 

LOW 
- Does not include 

$0."45 - $0.:7S start up 
costs 

LOW/VERY HIGH 
-Determined· by policies 

on exte~t . of bridging 

ScopeiQuality 
of Services 

PRESENT LEVEL 

HIGH 
- Scope and accuracy of informatio 

improved 
- Better staff training 

HIGH 
- Reduce current work imbalances 
- Less lost calls 
- Improved information 

MODERATE 
- 23 States still served from 

out of State 

HIGH 
- All States served from in-State 

Center 

LOW 
=-Limited local data 
- Less personal approach 

HIGH/LOW 
- Improved Federal data 
- Less local data 

UNKNOWN 
- Can not be predicted - further 

tests needed 

HIGH 
- High assurance that assistance 

is provided 

~ODERATE HIGH 
Up to 50% of present costs - One stop service 
Costs shared by S/L - More comprehensive data provided 
governments 

OW/VERY HIGH 
Very publicity sensitive 

MODERATE 
- Adds 74 people 

lfiGH 
- Expands opportunity for direct 

citizen involvement 

HIGH 
- Better referrals 
- Improved coordination of 

consumer programs 

Impact Analysis 
Number of Cit­

· zens Served 

- Covers 55% of 
Population 

- 7. 2 Million 
Inquiries 
(1976) 

·No CHANI.'it: 

MODERATE 
- Modest increase 

in volume 

HIGH 
- Covers full 

population 

HIGH 
- Covers full 

population 

HIGH 
- Covers full 

population 

NO CHANGE 

NO CHANGE 

UNKNOWN 
- Most help to 

disadvantaged 

MODERATE 
- Assumes 50% in­

crease where 
implemented 

LOW/VERY HIGH 
- Depends on 

publicity 

MODERATE 

Attachment A-i. 

Difficulty/Risk 
in Implementing 

NOT APPLICABLE 

~ - Current management procedures 
can be upgraded easily 

LOW 
=!Modest increase in staff 
- . ~qu~res . individual _ag~c;v ·· 

suppm~~.for =irnproved in­
information 

MODERATE 
- Big staff increase 
- More data needed for new 

areas 

HIGH 
- 23 new locations 
- More data needed for new areas 

HIGHEST 
- Closes 27 Centers 
- New operating mode 

LOW 
- Requires improved information 

on outlying areas 

HIGH 
=-Failure potential high 
- New system discipline 

LOW 
=-cost/benefit tests needed 

MODERATE 
- Requires individualized 

S/L agreements 
- S/L may withdraw 

HIGH 
- Could raise false 

expectations 

HIGH 
- Could distort public 

view of FICs 
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Recommendations for Expansion of Federal Information Centers 
IEstimatec Costs 1n ~~ill~ong) 

Option Description 
Estimated 
Costs Possible Combinations 

Recommendations 

I. Current Status 

Maintain existing neb.urk of 
37 Federal Infonna.tion Cen­
ters without major change 

II. Options fo+ Expansion/ 
Upgrade 

A.l Upgrade quality of ser­
vi6e in existing 37 Center 
neb.urk through rrodest man­
agerrent improvements 

2.86 

0.81 

-·~-------------------4--------~ 
A. 2 Further upgrade quality 
or service by adjusting for 
major staff imbalances and 
inprove response capabili­
ties within existing 37 
Center neb.urk · 

B • 1 Expand ooverage of Cen­
ters to entire oountry on 
toll-free basis fran exist­
ing 37 Center neb.urk 

B. 2 Expand coverage to en­
tiie oountry with at least 
one Center per State 

B • .a Expand coverc;ige to en-

l. 03 

3.60 

3.p7 

tire country but oonsolidate 4 . 4 9 
:t,o ten regi-:mal Centers 

C.l Inprove quality of ser­
vice by ~g scope of 
informational Services pro-
vided. . . 

C.2 Improve quality of ser­
vice through major upgrad­
ing of telec:x:mmmications 
and di:l.ta prtx:essing support 

C.3 Improve quality of ser­
VICe by adding capacity to 
directly "bridge" callers to 
service agencies 

III. Options for Expanded Role 

D. Expand role of Federal Cen­
ters to serve as cxxrbined Gov­
ernnent Infonnation Centers 
(GIC) with oooperating States 
and ·localities . 

E .1 Expand role of Federal 
Centers to include process­
l.ng of citizen viewpoints on 
national policies 

E. 2 Expand role of Federal Cen­
ters to facilitate handling of 

0.18 

0 - l. 25 

NOT 

ESTIMATED 

0 - 1.43 

0.65 - 4.48 

oonsurrer cxrrrplaints/inputs r~ 0 - 1. 4 5 
garding Federal agency per- · 
fonnance and policies 

BASE 

ANY COMBINATION OF 

BASE + A. 1 & A. 2 

POSSIBLE 

ONLY <?NE OF 1:!·1, 

B.2, OR B.3 POSSIBLE 

ALL ASSUME A.l & A.2 

BEING DONE 

ANY COl1BINATION OF C 

WOULD BE ADDED TO 

B . 1 , B . 2 , OR B. 3 

ONLY 

CAN BE ADDED 

TO ANY 

COMBINATION 

OF 

A, B, OR C 

CURRENT STATUS (BASE) 

A.l 

A. 2 
SUB-TOTAL 

B.2 

C.l 

C.2 (EXPERIMENT ONLY) 

C.3 (LOCAL EXPERIMENT) 
SUB-TOTAL 

D (CALIFORNIA STATEWIDE 
EXPERIMENT) 

E.l (HODEL I, REACTIVE ONLY 
6a CENTERS) 

E.2 (MINIMUM COORDINATION) 
SUB-TOTAL 

TOTAL RECOMMENDATIONS 

REC0t1MENDED 
INCREASES 

$0.81 

l. 03 
$1.84 

$3.67 

$0.18 

0.16 

0 
$~ 

$0.16 

1.11 

0 
$1.27 

Attachment A-2 

CUMULATIVE 
TOTALS 

$2.86 

$4.70 

$8.37 

$8.71 
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THE WHITE HOUSE 

WASHINGTON 

MINUTES OF THE CABINET MEETING 

Monday, April 18, 1977 

The thirteenth meeting of the Cabinet was called to 
order by the President at 9:04a.m., Monday, April 18, 
1977. All Cabinet members were present except Attorney 
General Bell, who was represented by Deputy Attorney 
General Peter Flaherty. Other persons present were : 

Joe Aragon 
Zbigniew Brzezinski 
Landon Butler 

Bob Lipshutz 
Bunny Mitchel l 
Dick Moe 

Pat Caddell 
Hugh Carter 
Jane Frank 
Rex Granum 
Jim King 
Tim Kraft 

Frank Moore 
Frank Press 
Gerald Rafshoon 
David Rubenstein 
Charles Schultze 
Stansfield Turner 
Jack Watson 

1 . Ms. Kreps gave a presentation on the long-range 
goals of the Department of Commerce. The goals include 
improving the collection and dissemination of economic and 
social information; creating a better business e nviron­
ment; achieving balanced growth among cities , states a nd 
regions; developing more comprehensive oceans and coastal 
zone policies; and applying science and technology to 
current problems. 

2 . The President asked for comments from Cabinet 
members beginning with the Secretary of State : 

-- Mr . Vance said t ha t four foreign visitors are 
expected this week--Roy Jenkins, President of the European 
Community, will be here for two days principally to dis­
cuss north/south and other major economic issues facing 
Europe--Portuguese Prime Minister Soarez arrives at a time 
whe n it is important for the u.s . to recognize Portugal ' s 
evolution toward a democratic government--Foreign Minister 
Khaddam of Syria , who is extremely instrumental in devel­
oping Syrian policy in the Middle East, will come here to 
learn first-hand and discuss the United States ' current 
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views on the Middle East--finally, King Hussein of Jordan 
arrives next Sunday for a very important visit with the 
President. 

3. Mr. Brown gave statistics on the hiring of women, 
blacks and Hispanics at and above the Assistant Secretary 
level in DOD. He intends to follow through with affirma­
tive action hiring at other senior and middle-rank l evels 
in the Department. 

-- Mr. Brown has sent the President a memorandum on 
SALT. 

-- He will submit to the President on Friday a 
recommendation on the composition and charter of the 
Military Compensation Commission. 

He described his trip last week to Rochester, 
New York , and New London, Connecticut. 

4. Ms. Kreps said that after consultations with the 
Department of State, she will approve a salmon fisheries 
plan for the West Coast. Although some objections can 
be expected from the Canadians, Ms. Kreps is confident 
that her proposal is consistent with the Trudeau-Carter 
discussions last month. 

5. Mr. Adams hopes that an Administration position 
can be established before April 25 on auto emissions. 
The President pointed out that EPA Administrator Doug 
Costle testifies today on the subject and will hold a 
news conference outlining the Administration's policies 
in this area. 

-- Mr. Adams attended a rural transportation town 
meeting in Wichita, Kansas , on Saturday. He said that 
serious rural transportation problems have never been 
sufficiently addressed. He also noted that the energy 
program will have a greater impact in many respect on 
rural areas than on urban areas. 

6. Mr. Lance described the status of three OMB 
projects: 1) an effort to develop requirements for 
consultant contracts; 2) the spring budget review process; 
and 3) identification of major "threats" to a balanced 
budget in 1981. 

The President stressed 
information on consultants . 
note to Mr . Lance, he wants 
closed concerning the scope 

the importance of better 
As he indicated in a recent 

brief information to be dis­
of each consulting project , 
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-- She summarized HUD's flood relief efforts and 
said that she may ask Secretary Marshall for assistance 
from CETA funds. 

The President asked Ms. Harris and all other Cabinet 
members to ensure that proper notification of OMB occurs 
when any intradepartmental reorganization is contemplated. 

14 . The President suggested that Dr. Schlesinger 
brief the Cabinet on the energy plan prior to his Wednes­
day night address to the joint session of Congress; he 
asked Jack Watson to arrange the briefing. Mr . Watson 
said that arrangements will also be made for the Cabinet 
and their spouses to attend the joint session on Wednes­
day night. 

15. Mr. Bergland summarized his recent trip to 
California on drought matters. The entire region west of 
the Mississippi River is extremely dry , and a great deal 
depends whether or not there are heavy snows next winter . 
The $100 million authorization for water conservation in 
the President ' s drought package is important as a short­
run measure to overcome some of the present difficulties. 

-- He was impressed by the cooperative farms he saw 
in California. 

-- Mr. Bergland commented briefly on his progress 
in reorganizing the Agriculture Department. 

16. The President stressed the importance of follow­
ing the subcommittee budget mark-up proce ss on the Hill. 
The President said that Cabinet members should be repre­
sented in these subcommittee mark- ups. If Cabinet members 
want to change Administration budget figures, they should 
discuss the matter with the President before communicating 
any decision . The President added that he has no reticence 
whatsoever about vetoing bills that exceed or signif icantly 
change budget authority. 

17. The Vice President said that only four Cabinet 
departments had commented on the proposed six-month agenda. 
The President remarked that comments should be given today 
to the Vice President and that silence would be taken as 
agreement to the outline. 

18. The President welcomed Deputy Attorney General 
Flaherty, the former Mayor of Pittsburgh , and noted that 
Pittsburgh was one of the great success stories in the 
nation in urban development. 



-5-

-- Mr . Flaherty described the status of Justice 
Department 's effort to reform LEAA. At present, the depart­
ment is looking at some form of special revenue sharing as 
a way to revise the program. 

19. The President said he wants an options paper on 
illegal aliens by next week. Mr . Marshall explained that 
some cost and measurement data will be absent from the 
memorandum, but that he could include the data which are 
available by the end of next week. 

20. The President asked Mr . Adams for memoranda on 
Lock and Dam 26 and aircraft noise regulations this week . 

21. The President has not called Prime Minister Callaghan 
yet on the U.S.-U.K. air rights issues. Mr. Adams thinks 
that the call would be helpful, and the President asked him 
and Mr. Alan Boyd to be present when the call is made. 

22. Mr . Marshall summarized the status of Department 
of Labor efforts to prevent the longshoremen's strike from 
spreading and to minimize disputes in other areas. 

-- He will testify on the youth bill, the anti-inflation 
program and collective bargaining this week. 

-- He goes to Mexico this weekend to deliver a paper 
on dispute settlement. 

23. Ambassador Young described meetings of the Economic 
and Social Council (ECOSOC) at the U.N. this month. He 
will address ECOSOC tomorrow morning. 

-- He mentioned the recent deliberations at the U. N. 
on a peaceful solution for Namibia . 

-- He plans to attend a regional conference in 
Guatemala for two days next week. 

24. Dr . Brzezinski said that the NSC has issued twenty­
two special reviews to date. 

-- Four meetings were held last week: the first meet­
ing resulted in the initial section of a proposal on elec­
tronic surveillance legislation: the proposal, among other 
things, undertakes to analyze the important civil rights 
issues involved; the second meeting on Europe was based on 
an inadequate policy paper and , therefore , produced no 
results; a third resulted in a paper on arms transfers; 
and a fourth concerned the Horn of Africa--especially Somalia. 
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-- Messrs. Brown, Vance and Brzezinski are con­
tinuing to work on the SALT issue; they have been 
meeting with Soviet Ambassador Dobrynin. 

The President said that he wants to reduce the 
sale of conventional weapons world-wide . 

25. The President reported that the stimulus 
package is still intact, despite elimination of the 
$50 rebate. He wants to do everything possible to 
ensure that the $11 billion originally scheduled for 
the rebate is not put back in the budget piecemeal. 

26. Mr. Blumenthal stressed the need to take 
care of the jobs portion of the program and said that 
he is working with Senator Long to do so . Mr. Marshall 
concurred on the need for prompt action. 

27. Mr . Califano urged the President to hold 
the line on the budget . 

The President suggested that Cabinet members con­
sider, wherever possible, consolidating several exist­
ing advisory committees into one major committee, much 
like his own Cabinet . Such a committee might meet 
once a month and overcome problems of built-in con­
stituencies and patronage that plague existing 
committees. 

-- Mr. Califano said that he has issu ed a direc­
tive in HEW ordering that the amount of consulting 
fees and the names of those who will r eceive such fees 
shall appear on the front page of all consulting 
r eports . 

-- He said that a report rel eased today indi­
cates that health care institutions can save $1 billion 
in energy costs by 1980 if certain conservation 
measures are undertaken . He is assessing the situa­
tion in the education area as well. 
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-- He reiterated his concern that the Congressional 
Finance committees are loaded with a number of contro­
versial bills--including cost containment and Social 
Security reform. 

Mr. Califano noted the importance--both politi­
cally and in terms of social policy--of the impact of the 
proposed energy package on the poor. The President asked 
for additional views from him and suggested that he discuss 
the subject with Dr. Schlesinger . 

The President, Messrs. Blumenthal , Schlesinger and 
Califano discussed the use of energy revenues to finance 
portions o f the Social Security system. Messrs. Blumenthal, 
Califano, Eizenstat and Schultze will meet to discuss the 
issue , and Mr. Schultze will transmit a memorandum to the 
President on the subject . 

27. The President applauded Mr. Andrus for his superb 
handling of the water projects decision. 

Mr. Andrus said that the water projects package 
will stand scrutiny on i ts merits by anyone , although he 
expects there to be continued debate on the President's 
final decision. 

- - He discussed briefly the controversy involving a 
submarine base off Cumberland Island, Georgia, and said 
that the Depar tment of Inte rior will never sign off on 
using Cumberland Island as a spoil site. He believes that 
both the submarine base and r ecreational use of the island 
can be accommodated . 

The President said that Mr. Andrus should communi­
cate the Redwoods Park position to the Congress . 

28. The President asked several Cabinet members about 
the status of certain projects: 

-- Ms. Kreps said that problems with the Agency for 
Consumer Advocacy are not yet worked out . Business is 
still opposed to parts of the proposal, and she is working 
with Consumer Adviser Esther Peterson on c ertain modifica­
tions. 

Mr. Bergland said that there is no comprehensive 
crop insurance program now, but that he is working on a 
proposal. 
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The President asked for a short memorandum from 
Mr. Blumenthal on IMF salaries. He would like to meet 
with interested departments and Assistant Secretary for 
Tax Policy Larry Woodworth on the need for the DISC 
program. 

The President asked Mr. Adams f or a report on the 
status of waterway user fees. 

29 . The President intends to spend considerable time 
during the next two weeks preparing for the International 
Economic Summit meeting; he asked Dr. Brzezinski to 
coordinate any comments from Cabinet members . He said 
that this may be his only trip abroad this year, a nd that 
it is crucially important as a first step in shaping our 
ties with the developing world. 

30. The President regretted postponement of the 
Cabinet briefing by Cy Vance, scheduled for this evening 1 

and indicated that it would be rescheduled soon. 

The meeting was adjourned at 11:05 a .m. 

Respectfully submitted, 

~ WJ!f,~ 
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THE WHITE HOUSE 

WASHINGTON 

MINUTES OF THE CABINET MEETING 

Monday, April 18, 1977 

The thirteenth meeting of the Cabinet was called to 
order by the President at 9:04a.m., Monday, April 18, 
1977. All Cabinet members were present except Attorney 
General Bell, who was represented by Deputy Attorney 
General Peter Flaherty. Other persons present were: 

Joe Aragon 
Zbigniew Brzezinski 
Landon Butler 
Pat Caddell 
Hugh Carter 
Jane Frank 
Rex Granum 
Jim King 
Tim Kraft 

Bob Lipshutz 
Bunny Mitchell 
Dick Moe 
Frank Moore 
Frank Press 
Gerald Rafshoon 
David Rubenstein 
Charles Schultze 
Stansfield Turner 
Jack Watson 

1. Ms. Kreps gave a presentation on the long~range 
goals of the Department of Commerce. The goals include 
improving the collection and dissemination of economic and 
soclal information~ creating a better business environ­
ment~ achieving balanced growth among cities, states and 
regions~ developing more comprehensive oceans and coastal 
zone policies: and applying science and technology to 
current problems. 

2. The President asked for comments from Cabinet 
members beginning with the Secretary of State: 

-- Mr . Vance said that four foreign visitors are 
expected this week--Roy Jenkins , Pre s i dent of the European 
Community, will be here for two days principally to dis­
cuss north/south and other major economic issues facing 
Europe--Portuguese Prime Minister Soarez arrives at a time 
when it is important for the U.S. to recognize Portugal's 
evolution toward a democratic government--Foreign Minister 
Khaddam of Syria, who is extremely instrumental in devel­
oping Syrian policy in the Middle East, will come here to 
learn first-hand and discuss the United States' current 
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THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM TO: THE PRESIDENT 0 

FROM: 

RE: 

Jack Watso 
.i)_C.VL-

Jane Frank April 15, 1977 

Proposed Agenda for the Cabinet Meeting 
Monday, ~1 18 , \1 977 

1. Presentation by Juanita Kreps* of long-range 
goals in the Department of Commerce . (20 minutes) 

2. Discussion of release of the energy plan. 

3. Reactions to the draft Calendar of Priority 
Activities . 

4. Comments o n the anti-inflation message and 
decision to drop the $50 tax rebate . 

5. Reports from Cabinet members. 

* For next week we have tentatively scheduled Pat Harris 
on the Community Development Block Grant Program . 

CC: The Vice President 

tll ,., ~ 
~ . 
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THE WHITE HOUSE 

WASHINGTON 
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SUPREME CouRT OF Gr::oRot.a 

STATE JUOICl,\.L .EJ!;Il.lJINO 

ATLAN'rA, GEORO TA 30334 
CONLEY D:ORA M 

AS!!OCI A.TE •ll.:STJC I!. April 18, 1977 

Mr ·• Jimmy Carter 
President, U. S. A. 
The White House 
Washington , D. c . 

Dear Jinuny: 

I will be in Washington May 16th 
through the morning of May 20th to attend 
the annual meeting of the American Law 
Institute. I very much would like to come 
by the White House to see you for a brief 
v isit sometime that week if a t all possible 
for you. Please ask Susan Clough to let 
me know if this c an b e arranged , and , if 
so , I will come whenever you say . . 

Best regards to all . 

sir!).re ly , 

{(_ t:~rt /Jv; 
Conle y Ingram/ 

CI/mc 
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THE WHITE HOUSE 

WASHINGTON 

MONDALE 
COSTANZA 
EIZENSTAT 
JORDAN 
LIPSHUTZ 
MOORE 
POWELL 
WATSON 

FOR STAFFING 
FOR INFORMATION 

Comments due to 
Carp/Huron within 
48 hours; due to 
Staff Secretary 
next day 

FROM PRESIDENT'S OUTBOX 
LOG IN/TO PRESIDENT TODAY 
I~~DIATE TURNAROUND 

ARAGON 
BOURNE 
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THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

Brzezinski concurs. 

Rick 
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THE f•3.1i.SIDhl-lT HAS SEEN. 

EXECUTIVE OFFICE OF THE PRESIDENT 
COUNClL ON ENVIRONMENTAL QUALITY 

722 JACKSON PLACE, N. W. 
WASHINGTON, D. C. 20006 

April 13, 1977 

MEMORANDUM FOR 'lliE PRESIDENT 

SUBJECT: Non-Proliferation and the Clinch River Breeder Reactor 

FRCM: Charles Warren, Chairman 

We wish to corrrnerrl you for your strong and courageous leadership 
in establishing, for t he first time , a U.S. policy which offers a 
realistic basis f or controlling the spread of nuclear weapons capability 
abroad. 

We believe that an issue left partially unresolved in your April 7 
statezrent -- the future of the proposed Clinch River Breeder Reactor 
(CRffi} - is of major importance and 'Ale woul d like to provide you with 
our thoughts on this question. For the reasons set out below, our 
judg}rent is that an early and unambiguous termination of the CRBR project 
is necessary to achieve your non-prol iferation and energy policy objec­
tives. 

1. Proceeding with CRBR could easily undermine t he Administration' s 
credibility on non-proliferation abroad. A key aspect of your non­
proliferation program is unilateral action by the United States denying 
ourselves plutonium- based power technologies in order to establish 
maximum credibility abroad. To have that credibility, t he U.S. position 
must include a decisive turning awas from the fast breeder reactor and, 
hence, from the CRBR. Continuation of the CRBR seriously risks sending 
the wrong signals to Western Europe nations and Japan, whom we seek to LJ, 1/ /1~/ 
innuence . Allowing the J.,icensing,_Qr construction of the CRBR project a& c. ~ ...... 
to proceed is very likely to be interpreted by other countries as a U.S . 

,~4 

~ 

move to keep a near-term LMFBR option open. 

2. 'Ihere are sound economic reasons why the CRBR project should 
not be continued. The recent Ford Foundation/Mitre Corporation study 
concluded that introduction of the breeder could be deferred for 20 
years or longer without seriously affecting the economic health or secur­
ity of the United States, and that this titre should be used to c_arry O.Y.t 
a broader program of research and developzrent on breeder reactm::s . Also, 
f ar too mucn ol our research and development resources have already been 
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spent on this inherently dangerous CRBR design. This flow of resources 
should be ended now in order to avoid the accumulati on of further 
corrrni trrents to the CRBR and to free energy R&D funds f or other efforts . 

3. All f ast breeders could yield plutonium. Your statement indi­
cated a shift away from plutonium breeders. Experimenting with other 
breeders using other moderators (~. , gas , heavy water) and other 
blankets (~., thorium) holds the possibility of breeding non-weapons 
grade nuclear fuel. In contrast , a "fast" breeder of any type inherently 
can proouce l arge amounts of plutonium, even if modified to operate on a 
uranium-thorium fuel cycl e . Moreover, converting an IlVIFBR to operate 
on the uranium-thorium cycle involves changes primarily in the fuel and 
fuel rod georretry : t he same reactor could easily be converted back to 
the uranium-plutonium cycle. To avoid uncertainty, we urge you to em­
phasize a shift in U.S. policy away from f ast breeder technolggy generally 
and toward studies of other breeder options which will not create sub-
stantial amounts of plutonium. C 

Relatedly, we would caution against efforts to utilize the CRBR -
as part of a program to demonstrate the operation of fast breeders on 
a uranium-thorium cycle . In additi on to the expense involved, it 
appears that such a r eactor woul d produce too much plutonium and not 
enough u233 to offer realizable proliferation advantages . This question 
deserves additional inves tigation prior to any decision or commitment 
of r esources . 

4. Proceeding with the CRBR project will produce adverse public 
reaction. The CRBR has been the focal point i n attacks by the public 
interest groups on the Ford Adm.1nistration ' s energy policy . Environ- (2 
mental and arms control groups will have difficulty supporting your 
Administration ' s energy message policy if it appears that the CRBR i s 
continuing . 

We are ready to help in any way possible on this matter . 

. . .. 
' '..:..· ~---

submitted, 

-
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THE WHITE HO USE 

WASHINGTON 

Date: April 14, 1977 MEMORAND UM 

FOR ACTION: 

Stu Eizenstat 
Jack Watson '"' L.. 

FOR INFORMATION: The Vice Presici 
James Schlesing 

Zbigniew Brzezinski _ · 4). ( 

FROM: Rick Hutcheson, Staff Secretary 

SUBJECT: Charles Warren memo 4/13 re Non-Proliferation 
and the Clinch River Breeder Reactor. 

YOUR RESPONSE MUST BE DELIVERED 
TO THE STAFF SECRETARY BY: 

TIME: IMMEDIATE TURNAROUND 

DAY: 

DATE: 

ACTION REQUESTED: 
___x_ Your comments 

Other: 

STAFF RESPONSE: 
__ I concur. __ No comment. 

Please note other comments below: 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or If you anticipate a delay in submitting the required 
<11aterlal, please telephone the Staff Secretary immediately. (Telephone, 7052) 
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EXECUTIVE OFFI CE OF THE PRES IDENT 
COUNCIL ON ENVIRONMENTAL QUALITY 

722 JACKSON PLACE, ~J W, 

WASHINGTON, D. C. 20006 

April 13, 1977 

MEl"lORANDtJlV! FOR 'THE PRESIDENT 

SUBJECI': Non-Proliferation and the Clinch River Breeder Reactor 

F'RQ'vl: Charles Warren, Chainnan 

We wish to corrnnend you for your s trong and courageous leadership 
in establishing, for the first time , a U.S. policy Which offers a 
realistic basis for controlling the spread of nuclear weapons capability 
abroad . 

We believe that an issue left partially unresolved in your April 7 
statement -- the future of the proposed Clinch River Breeder Reactor 
( CRBR) - is of rnaj or importance and we would like to provide you with 
our thoughts on this question. For the r easons set out below, our 
judgrrent is that an early and unambiguous termination of the CRBR project 
is necessary to achieve your non- proliferation and energy policy objec­
tives . 

1 . Proceeding ~lth CRBR could easily undermine the Administration' s 
credibility on non-proliferation abroad. A key aspect of your non­
proliferation program is unilateral act ion by the United States denying 
ourselves plutonium-based power technologies in order to establish 
rrax:i.mum credibility abroad . 'I'o have that credib:l ity, the U.S. position 
must include a decisive turning away from the fast breeder reactor and, 
hence, from the CRBR. Continuation of the CRBR seriously risks sending 
the wrong signals to Western Europe nations and Japan, whom we seek to 
influence. Allowing the licensing or construction of the CRBR project 
to proceed is very likely to be interpret ed by other countries as a U.S. 
move to keep a near-term LMFBR option open . 

2 . There are sound economic reasons vihy the CRBR project should 
n0t be cr:>nt i nued. Tre r ecent Ford Foundation/l'IJ.itre Corroration study 
c·..Jn~l:.l:1e,j <;bJ..J.t i m::r011lcti•)n of "" !12 hrceder ~'):;ld ue cl.;:f~_~c·I'!J(l f or 20 
years or longer without seriously affecting the economic health or secur-­
ity of the United States, and that this time should be used to carry out 
a broader program of research and deveJ.Qprrent on breeder reactors . Also, 
fa.r too much of our research and development resources have already been 
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spent on this inhercntl,y dangerous CRBR desic;n . 'lhis flo~·t of resources 
should be ended now in order to avoid t~ accumulation of further 
commitrrents to the CRBR and to free energy R&D funds for other effort s . 

3. Al l fast breeders could yield plutonium. Yot~ statement indi­
cated a shift aw;zy from plutonium breeders . Expcrl.menting with other 
breeders using other moderators (~. , gas 3 heavy wuter) and other 
blankets (~. , thorium) holds the possibility of breeding non-weapons 
grade nuclear fuel. In contrast , a ''fast" breeder of any type inherently 
can produce large amounts ot' plutonium, even if modified t o operate on a 
uranium- thorium fuel cycle . Moreover, converting an lMFBR to operate 
on the uranium-thorium cycle involves changes primarily in the fuel and 
fuel rod geometry : the same reactor could easily be converted back to 
the urC'l..niwn-plutonium cycle . To avoid uncertainty, we urge you t o em­
phasize a shirt in U.S. policy away from fast breeder technology generally 
and toward studies of other breeder options which will not create sub­
stantial amounts of plutonium. 

Relatedly , we would caution against efforts to utilize the CRBR 
as part of a program to demonstrate the operation of fast breeders on 
a uranium-thorium cycle . In addition to the expense involved, it 
appears that such a reactor "'rould produce too much plutonium and not 
enough u233 to offer realizable prol iferation advantages. This question 
deserves additional investigat ion prtor to any decision or corrmitrnent 
of resources . 

4. Proceeding with the CRBR project will produce adverse publ ic 
reaction. 'Ihe CRBR has been t he focal point in attac!cs by the public 
interest groups on the Ford Administration ' s energy policy . Environ­
mental and arms control groups will have difficulty supporting your 
Administration ' s energy message policy if it appears that the CRBR is 
continuing . 

We are ready to help i n any way possible on this mat ter . 

Reslfcjfully submitted, 

( i .. ' 
- -

Cl1arles Warren 
Chairman 
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THE W H I TE HOUS~ 

WASHINGTON 

April 18, 1977 

The Vice President 
Stu Eizenstat 
Frank Moore 
Jack Wat son 
Bert Lance 
Landon Butle r 

The a ttach ed was r eturned in th e 
President ' s outbo?" and i s forwarded 
t o you for your information and 
appropria t e action. 

Rick Hutcheson 

R e: Local P ublic Works L egislation 
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THE WHITE HOUSE 

WASH I NGTON 

April 14 , 1977 

MEMORANDUM FOR : THE PRESIDENT 

FROM: STU EIZENSTAT ~ BILL JOHNSTON 

SUBJECT : Lance Memo re: Local 
Public Works 

Issue 

The House version of the Local Public Works bill (now in 
conference) contains two provisions that would: 

1) Require that all public works projects be built b ) 
private contractors . Previously about 10% of the 
projects have been constructed by public agencies 
themselves. 

2) Expand the provisions of the Davis-Bacon Act to 
require that the"prevailing wage" be paid to all 
workers employed on public works projects, not just 
to those employed by contractors and subcontractors, 
as the standard language of Davis-Bacon reads. 

The Senate version does not contain these provisions. We 
have been asked to clarify our position to the conferees. 

Discussion 

OMB, CEA, COWPS , HUD and EPA feel we should oppose both 
provisions. They argue that these changes would add to 
wage costs , set undesirable precedents for other projects 

;: 

to which Davis-Bacon applies , and create potential legal 
problems given recent Supreme Court decisions that federal 
labor standards cannot be applied to state and local employees. 

The Department of Labor , the Department of Commerce, and the 
buildings trade unions feel we should support both provisions . 
They feel that publ ic works projects should be performed at 
fair wages in the private sector and that these changes · 
insure this result. 

(According to Lance , DoL and DoC ask that the Administration 
be silent if these provisions cannot be supported. --Rick) 

"'' .' 
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·. 
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STAFF COMMENTS AND RECOMMENDATIONS 

EIZENSTAT: "We believe that we should support the provision 
that requires governments to subcontract all work to the 
private sector , (Subject to a waiver by the Secretary of 
Commerce) but we recommend vigorous opposition to the lan­
gauge extending the Davis-Bacon Act. This stance will 
satisfy the contruction unions since it will insure that all 
work is performed in the private sector . We should avoid 
the undesirable precedent of dictating wage standards for 
state and local workers, and the potential danger of 
extending high wage Davis-Bacon coverage to CETA and other 
public jobs programs." 

WATSON: Agrees with Stu on both issues. "State and local 
governments do support (the forced account provision) , and 
it will prevent them from switching their own payrolls to 
federal funds. Local governments would still be able to use 
some money on local administration and design initiatives. 
They are also going to receive increased counter-cyclical 
funds to help with payroll problems." 

VICE PRESIDENT: Although the proposal that all public works 
projects be built by private contractors has strong support 
from the building trades and construction unions , it is 
opposed strongly by the public employee unions , specifically, 
AFSCME , for two reasons : (1) their members perform some of 
these public works projects and would lose this work were 
this requirement enacted; and (2) it would affirm a general 
trend which they strongly oppose of subcontracting out 
public employee work to private contractors. Jerry Wurf 
has campaigned strongly in public against such subcontracting, 
arguing that it is actually more expensive to do so , and 
that it costs his members jobs . Mondale suggests that if 
you support this provision that some language be drafted 
which would allow for "administrative authority to grant 
exceptions in cases where public employees regularly perform 
such work at less expense . " 

BUTLER: "I suggest that we not get involved in the conference 
dec~s~ons on either question . . . Both Stu and Jack make a 
good case for a compromise. Organized labor , however, has 
not asked us to support these provisions. It therefore seems 
to me that it should be the job of the House and Senate 
conferees to draft the compromise , not us. It doesn ' t s eem 
to me that either of these two issues are central to our 
concerns on this bill. By volunteering a compromise, we 
are simply taking the conferees off the hook, and asking 
for trouble ourselves. We should respond to the conferees 
by saying only that we hope for a speedy compromise." 



OPTIONS 

Support both provisions (DoL, DoC) ------
Oppose both provisions (OMB, CEA, COWPS , HUD, EPA) ------
Oppose the expanded Davis-Bacon provision, but ------support the forced accoun t provision. (Watson , Eizenstat) 

Take no position (But l er ) ------

______ Agree with Mondale suggestion that if you support the 
forced account provision, administrative exceptions 
be made possible for public employees 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D .C. 201503 

APR 1 2 1977 
ACTION 

MEMORANDUM FOR: THE PRESIDENT /) /') 

FROM: BERT LANCE ~~ '\ ~ ~ 
SUBJECT: Local Public Works Legislation 

BACKGROUND 

Conference work is now underway on the public works bills (H.R . 11 and 
S. 427). Final agreement and passage is expected soon after Congress 
reconvenes from the Easter recess, April 18. 

The House version of the public works legislation contains two provisions 
that raise a major policy issue on the way in which federally funded 
construction will be carried out. The provisions are: 

ISSUE 

° Force Account proyision .... a prohibition on the use of~ 
state or local government employees performing ~ of the 
work funded by the $4 billion authorized under this program; 
and 

0 Davis-Bacon provision .... a modification of the standard 
Davis-Bacon wage setti ng procedure which would have the 
effect of requiring ~ person employed on a project funded 
under this program to be paid the prevailing Davis-Bacon 
wage rate, including any state or local public employees. 

What should the Administration's position be on the 1'force account" and 
modified Davis-Bacon provisions? 

DISCUSSION 

The Davis-Bacon Act was passed in l93l . and requires that Federal contractors 
and sub-contractors must pay wages no less than local "prevailing wages" as 
determined by the Department of Labor (DOL). Since 1931, over 70 Federal 
laws haye been enacted that include provisions requiring that prevailing 
wages be paid by contractors on federally-funded construction under 
grant-in-aid and other assistance programs such as; the Federal Aid 
Highway Act of 1956, the National Housing Act, the Water Quality Act of 
1964, and the Public Works and Economic Development Act of 1965. 
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In April of 1976, the previous Secretary of Labor attempted to change 
the meaning of "contractor" under the Davis-Bacon clause of Title X of 
the Public Works and Economic Development Act of 1970, (PWEDA) . The 
Secretary's action was the result of pressure from the unions who 
discovered that much of the Title X Job Opportunities program con­
struction was being carried out by State and local government 
employees instead of by contractors. Citing the authority of the 
Reorganization Act No . 14 of 1950, which gives the Secretary of Labor 
the responsibility for the coordination of administration and con­
sistency of enforcement of the labor standard provisions of Federal 
grant-in-aid and other assistance programs, the Department of Labor 
asserted that a "contractor" under Title X of PWEDA was (1) one who 
performs construction work, (2) one who hires additional employees 
on a temporary basis for the performance of construction work, or 
(3) one who performs new building construction, including an addition 
to an existing structure, or initial highway construction . Thus, for 
the first time State and local entities, using their own workforces on 
construction projects, would have been required to pay Davis-Bacon 
wages to their own employees. 

The Commerce Department informed the Department of labor that it 
disagreed with the new interpretation, and believed that the 
Reorgani zation Plan did not provide DOL the authority to change the 
definition of "contractor" under another agency's statute. In December 
1976, the Secretary of Labor extended his new definition to the Local 
Public Works Act of 1976 ($2 billion). In order to settle the dis­
agreement Commerce requested the Justice Department to give an opinion 
on the Secretary of Labor's authority and on whether the term "contractor'' 
under Title X of PWEDA includes employees hired by public entities to 
carry out construction. The Justice Department, on January 11, rul ed in 
favor of the Commerce Department's interpretation and stated that 
"project work carried out by State and local governments under PWEDA on 
a "force account" basis is not subject to the labor standard (Davis-Bacon) 
provisions. (£ :P:tt sl::::e::t A). 

The specific provisions at issue in the House passed version of the local 
public works reauthorization 1) forbid State and local government grantees 
to engage in construction activity under this program except by contracting 
the work to a private construction firm (ill At;aehMe"! B) and 2) modify 
the standard Davis-Bacon language, which requires that construction work 
performed by contractors and subcontractors is subject to the wage setting 
procedure under Davis-Bacon, by striking the phrase "contractors and 
subcontractors" thereby making State and local public employees subject 
to the Davis-Bacon wage setting procedures, (!ee Mhelaneut e). 

In considering these two provisions the following broader factors appear 
important: 

0 Organized labor support these provisions. This is probably 
because about ten percent of the projects (about 400) are 
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likely to be carried out using State and local public employees; 
only a small portion of public employee jobs will go to union 
members; contracting out would result in more union jobs; and 
wages paid public employees would normally be lower than those 
paid by private contractors and subcontractors. 

° Federal wage setting for local government is an issue. The 
Supreme Court ruled last year that the Fair Labor Standards 
Act (FLSA) cannot be applied to states and local governments. 
Unions have been exploring ways to overturn this. One device 
is to condition grants-in-aid by requiring recipient governments 
to conform to FLSA. The Davis-Bacon modification in this case 
can be viewed as a first step in the direction of the Federal 
Government•s assertion of the right to set State and local 
government wage rates . 

o This could establish a precedent for other public community 
development and construction type programs. The untons tend to 
enforce consistency among statutes and practices. If the 
modified Davis-Bacon clause in this bill is accepted, it could 
become the standard for the more than 70 other acts that already 
apply Davis-Bacon wage standards to federally assisted State and 
local government construction projects and any similar future 
legislation in this area. 

Specifically related to the public works program, these two provisions 
are likely to have the following effect~. 

o Dela im lementation of the ro ram. Commerce had expected to 
grant the 4 billion principally to project appl ications already 
in-hand from the first round last fall. With these two new 
provisions, they will have to al l ow applicants to revise their 
requests to take into account the contractrng clause and project 
costs. It is also likely that the modified Davis-Bacon clause 
would be in conflict with state or local laws governing the 
setting of public employee salaries. 

o Reduce the number of projects which will be funded. Since we 
are working within a fixed appropriation amount ($4 billion) 
and assuming that these provisions will increase project costs, 
there will be fewer projects funded. 

0 Reduce the number of jobs created. A corollary to the number of 
projects funded is that the higher per project and per job costs 
within a fixed total means fewer jobs. 

o Unusual restrictions of local government decision-making. These 
provisions would likely result in some local governments having 
to contract out work which they normally perform themselves, such 
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as rural road and bridge repairs or painting of school buildings . 
This represents an unusual restriction on the ability of local 
governments to decide how public work can and should best be 
carried out. 

OPTIONS 

Option #1: Oppose both prov1s1ons on the grounds that they would result 
in unnecessary time delays, reduce the number of jobs created, 
and establish undesirable restrictions on the rights of 
State and local governments. 

Option #2: Oppose the expanded Davis-Bacon provision, as an undesirable 
restriction on state and local rights, but support a modified 
"force account" provision which allows substantial admini­
strative authority to grant exceptions. 

Option #3: Support both provisions as contributing to the objective of 
decreasing private construction trades unemployment . 

RECOMMENDATION 

The Secretary of Labor urges support of both provisions. He also asks 
that if they cannot be supported, the Administration be silent ~ 
Attaehms: ..a). We understand that the Department of Commerce agrees 
with this recommendation. The Council of Economic Advisors, the 
Council on Wage and Price Stability, the Department of Housing and 
Urban Development (informally), and the Environmental Protection 
Agency (informally) are opposed to these provisions. 

Based on our review of these provisions, I recommend that you oppose 
both provisions . 

DECISION 

Option #1: 

Option #2: 

Option #3: 

Attachments 

Oppose both provisions . 

Oppose the expanded Davis-Bacon provision, but 
support a modified (weakened) "force account" 
provision. 

Support both provisions 
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FOR INFORMATION: Midge Costanza 
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FROM: Rick Hutcheson, Staff Secretary 
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SUBJECT: Bert Lance me mo 4/12 r e Local Public Works 
Legislation. 

YOUR RESPONSE MUST BE DELIVERED 
TO THE STAFF SECRETARY BY: 

TIME: 1:00 P.M. 

DAY: Friday 

DATE: April 15, 1 977 

ACTION REQUESTED: 
..x_ Your comments 

Other: 

STAFF RESPONSE: 
__ I concur. __ No comment. 

Please note other commetrts below: 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a delay in submitting the required 
material , please telephone the Staff Secretary immediately. (Telephone, 7052) 
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* THE V I CE PRESIDEN T 

* WAS HINGTON 

April 15, 1977 

MEMORANDUM FOR: THE PRESIDENT 

FROM: THE VICE PRESIDENT 

SUBJECT: TWO PROVISIONS PENDING IN CONFERENCE 
ON PUBLIC WORKS BILL 

I would like to raise an additional point concerning the 
proposal that all public works projects be built by private 
contractors. While this proposal has strong support from 
the building trades and construction unions, it is opposed 
strongly by the public employee unions, specifically, 
the American Federation of State, County, and Municipal 
Employees. Their reasons are twofold: 

1. Their members perform some of these public 
works projects and would lose this work were 
this requirement enacted, though the numbers 
involved are not too substantial from their 
point of view . 

2. Perhaps more importantly, from their point of 
view, it affirms a general trend which they 
strongly oppose of subcontracting out public 
employee work to private contractors. 

AFSCME President Jerry Wurf has campaigned strongly in public 
against such subcontracting arguing that it is actually more 
expensive to do so and that it costs his members jobs at a 
time when their ranks have been severely hurt by unemployment 
caused by city and state budget deficits. 

I therefore suggest that if we support this provision that 
some language be drafted which would allow for "administrative 
authority to grant exceptions in cases where public employees 
reguarly perform such work at less expense . '' 
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Recommendation 

We believe that we s hould support the provision that requires 
governments to subcontract all work to the private sector, 
(subject to a waiver by the Secretary of Commerce) but we 
recommend vigorous opposition to the language extending 
the Davis-Bacon Act. This stance will satisfy the con­
struction unions since it will insure that all work is 
performed in the private sector . We should avoid the 
undesirable precedent of dictating wage standards for state 
and local workers , and the potential danger of extending 
high wage Davis-Bacon coverage to CETA and other public 
jobs programs. 



THE WHITE HOUSE 

WASH I NGTON 

MEMORANDUM TO: THE PRESIDENT ~ 

Jack Watson~ FROM : 

RE : Bert Lance ~morandum 
Works Legislation 

April 15 , 1977 

on Local Public 

I respectfully suggest that you follow a course of 
action different from any of the options outlined by 
Bert . 

In my view, you should: 

1. Support the forced account provision. 
State and local governments do support it , 
and it will prevent them from-switching 
their own payrol ls to federal funds. 
Local governments would still be able to 
use some money on local administration 
and design initiatives . They are also 
going to receive increased counter­
cyclical funds to help with payroll prob­
lems. 

2. Oppose Davis-Bacon modification . 

I would go to organized labor to solicit their sup­
port for this package. 

Attachments 



MEMORAND UM 

T ilE WHJTE 'H OUSE 

W AS III NCTON 

MEMORANDUM TO THE PRESIDENT 

FROM: 

DATE: 

SUBJEC~: 

LANDON BUTLER ~ 
APRIL 15, 1977 

LANCE MEMO RE: LOCAL PUBLIC WORKS 

I suggest that we not get involved in the conference 
decisions on either the question of the Force Account 
provision or the modification of the Davis-Bacon 
provision. 

Labor and Commerce feel we should support both provisions, 
and OMB, SEA, COWPS, HUD, and EPA feel we should oppose 
both provisions. 

Both Stu and Jack make a good case for a compromise. 
Organized labor,however , has not asked us to support 
these provisions. It therefore seems to me that it 
should be the job of the House and Senate Conferees 
to draft the compromise, not us. 

It doesn 1 t seem to me that either of these two issues 
are central to our concerns on this bill. By volunteering 
a compromise, we are simply taking the conferees off the 
hook, and asking for trouble ourselves. We should respond 
to the conferees by saying only that we hope for a 
speedy compromise. 



95TB CONGRESS 
lsT8ES8tON RR.ll 

IN THE SENATE OF THE UNITED STATES 

F EBRUARY 28, 1977 
Re~d 'twice and referred to the Committee on Environment and Public Works 

pursuant to the order of the Sennte of February 25 (legislative day, Febru­
p.ry ~1)~ 1977 

AN ACT 
To incr~nse the authorization for the Local Public Works O.apital 

Development and Investment Act of 1976. 

1 Be it enacted by the Senat~ and House of Representa-

2 tives of the United States of America in Congress assembled, 

3 That ·section 102 of the Lo~l Public Works Capital De-
I • • 

4 ;velopment Investment .A.ct of 1976 is a~ended by adding 

. 5 ,. at the end thereof the following : 

6 " ( 4) 'vublic works :project' includes th~ trans-
1 • 

7 porta,tion and providing of water to . drought-stricken 

8 , .. areas,". 

a SEC. , ~. Earagraph (2) of section 102 of the Local 

1q. , .Public Works Capital Development and I.nvestme.nt Act of 
. . 

11 197G is amended by striking out "and American Samoa." 

II 
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EXECUTIVE OFFICE OF THE PRSSIDENT 

O FFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D .C. 20:103 

APR 1 2 1977 
ACTION 

MEMORANDUM FOR: THE PRESIDENT J? /) 
FROM : BERT LANCE I~ \c...- ...._ 
SUBJECT: Local Public Works Legislation 

BACKGROUND 

Conference work is now underway on the pub 1 i c works bills (H. R. 11 .and 
S. 427). Final agreement and passage is expected soon after Congress 
reconvenes from the Easter recess 1 April 18. 

The House version of the public works legislation contains two provisions 
that raise a major policy issue on the way in which federally funded 
construction will be carried out. The provisions qre: 

ISSUE 

0 Force Account provision .... a prohibition on the use of~ 
state or l ocal government employees performing ~of the 
work funded by the $4 billion authorized under this program; 
and 

0 Davis-Bacon provision .... a modification of the standard 
Davis-Bacon wage setting procedure which would have the 
effect of requiring an~ p~rson employed on a project funded 
under this program tObe paid the prevai"fing Davis-Bacon 
wage rate, including any state or local public employees. 

What should the Administration's position be on the "force account" and 
modified Davis-Bacon provisions? 

DISCUSSION 

The Davis-Bacon Act was passed in 1931 and requires that Federal contractors 
and sub-contractors must pay wages no less than loca l "prevailing wages" as 
determined by the Department of Labor (DOL). Since 1931, over 70 Federal 
l aws haye been enacted that include provisions requi ri ng that prevailing 
wages be pa id by contractors on federally-funded construction under 
grant-in-aid and other assistance programs such as: the Federal Aid 
Highway Act of 1956, the National Housing Act, the Water Quality Act of 
1964, and the Publi c Works and Economic Development Act of 1965 . 
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In April of 1976, the previous Secretary of Labor· at t empted to change 
the meaning of "contractor" under the Davi s-Bacon cl ause of Titl e X of 
the Public Works and Economic Development Act of 1970, (PWEDA). The 
Secretary's action was the result of pressure from the unions who 
discovered t hat much of the Titl e X Job Opportuniti es program con­
struction was being carried out by State and local government 
empl oyees instead of by contractors . Citing the authority of t he 
Reorganization Act No. 14 of 1950, whi ch gives the Secretary of Labor 
the responsibility for the coordination of administration and con­
sistency of enforcement of the l abor standard provisi ons of Federal 
grant-in-aid and other assistance programs, the Department of Labor 
assert ed that a "contractor" under Titl e X of Pl~EDA was (1) one who 
performs construction work, (2) one who hires additi onal employees 
on a temporary basis for the performance of cons t ruction work, or 
(3) one who performs new building construction , including an addi tion 
to an existing structure, or initial highway construction. Thus, for 
the first t ime State and local entiti es, using their own workforces on 
construction projects , would have been required t o pay Davis-Bacon 
wages to their own employees . 

The Commerce Department informed the Department of Labor that it 
disagreed with the new i nterpretation, and beli eved that t he 
Reorganization Plan did not provide DOL the authority to change the 
defini tion of "contract or .. under another agency's statute. In December 
1976, the Secretary of Labor extended his new definition to the Local 
Publi c Works Act of 1976 ($2 bi lli on) . In order to settl e the di s­
agreement Commerce reque?ted the Justice Department to give an opinion 
on the Secretary of Labor's authority and on whether the t erm "contractor 11 

under Title X of PWEDA includes employees hired by public entities to 
carry out constructi on. The Justice Department, on January 11, ruled in 
favor of t he Commerce Department' s interpretation and stated t hat 
"project work carri ~d out by Stat0 and local go•te~nments under rwEDA on 
a "force account" basis i s not subj ect to the l abor standard (Davi s-Bacon) 
provi s ions. (See Attachment A). 

The specifi c provisions at i ssue in the House passed version of the l ocal 
publi c works reauthori za tion 1) forbid State and l ocal government grantees 
to ~ngage in construction activity under t hi s program except by contracting 
the work to a private construction firm (see Attachment B) and 2) modify 
the standard Davis-Bacon l anguage , which requires that construction work 
perfo rmed by cont ractors and subcont ractors is subjact to t he w~ge setting 
procedure under Davis-Bacon, by stri ki ng the phrase "contrac tors and 
subcontractors" thereby making State and local public employees subject 
to the Davis-Bacon wage setting procedures, (see Attachment C). 

In considering these two provi sions the following broader factors appear 
important: 

0 Organized labor support these provi sions. This i s probabl y 
because about ten percent of the project s (about 400) are 
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li kely to be carried out using State and l oca l public empl oyees; 
on ly a small portion of public employee jobs will go to union 
members; contracting out would result in more union jobs; and 
wages paid public employees would normally be lower than those 
paid by private contractors and subcontractors. 

° Federal wage setting for loca l government is an issue. The 
Supreme Court ruled last year that the fai r Labor Standards 
Act (FLSA) cannot be applied to states and l ocal governments. 
Unions have been exploring ways to overturn this. One device 
is to condition grants-in-aid by requiring recipient governments 
to conform to FLSA. The Davis-Bacon modification in this case 
can be viewed as a first step in the direction of the Federal 
Government• s assertion of the right to set State and local 
government wage rates. 

o This could establish a precedent for other public community 
development and construction type programs. The unions tend to 
enforce consistency among statutes and practices. If the 
modified Davis-Bacon clause in this bill is accepted, it could 
become the standard for the more than 70 other acts that already 
apply Davis-Bacon wage standards to federally assisted State and 
local government construction projects and any similar future 
l egis l ation in this area. 

Specifically related to the public works program, these two provisi ons 
are likely to have the following effects . 

o Delay implementation of the program. Commerce had expected to 
grant the $4 billion principally to project applications already 
in-hand from the first round l ast fa ll. With these two new 
provisions, they will have to allow applicants to revise their 
requests to take into account the contracting clause and project 
costs. It is al so l ikely that the modified Davis-Bacon clause 
would be in conf lict with state or loca l laws governing t he 
setting of public employee salari es. 

0 Reduce the number of projects which will be funded. Since we 
are working within a fixed appropriation amounlf!rr4 billion) 
and assuming that these provisions wi ll increase project costs, 
t here ,,.,; ll be f~wer prQj ?cts f qnJed. 

0 Reduce the number of jobs created. A corollary to the number of 
projects funded is that the higher per project and per job costs 
within a fixed total means fewer jobs . 

o Unusual restricti ons of local government decision-making . These 
provisions would likely result in some local governments having 
to contract out work which they norma lly perform themselves, such 
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as rural road and bridge repairs or painting of school buildings. 
This represents an unusual restriction on the abi lity of local 
governments to decide how public work can and should best be 
carri ed out. 

OPTIONS 

Option #1: 

Option #2: 

Option #3: 

Oppose both prov1s1ons on the grounds that they would result 
in unnecessary time delays, reduce the number of jobs created, 
and establi sh undesirable restrictions on the rights of 
State and local governments. 

Oppose the expanded Davis-Bacon provision, as an undesirable 
restriction on state and local rights, but support a mod ified 
11 force account 11 provision which allows substantial admini­
strative authority to grant exceptions. 

Support both provisions as contributing to the objective of 
decreasing private construction trades unemployment . 

RECOMMENDATION 

The Secretary of Labor urges support of both provisions. He also asks 
that if they cannot be supported, t he Administration be silent (see 
Attachment D) . We understand that the Department of Commerce agrees 
with this recommendation. The Council of Economic Advi sors , the 
Council on Wage and Pri c~ Stability, the Department of Housing and 
Urban Development {informal ly), and the Environmental Protection 
Agency (informally) are opposed to these provisions. 

Based on our review of these provisions, I recommend that you oppose 
both provisions. 

DECISION 

Option #1: 

Option #2: 

Option #3: 

Attachments 

Oppose both provisions . 

Oppose the expanded Davis-Bacon provis ion, but 
support a modified (weakened) 11f orce account 11 

provision . 

Support both provi s ions 
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Attachment A 

<Dffirr nf !1~1' -~11nrnr1l ®rnrrnl ,-- ( 
ll1n!•hin~!tm, D.([. ~0530 (" j?A;:; f, 1 ~ , 

. . . _, 

Honorable Elliot Richar dson 
Secretary o£ Commerce 
Departmen t of Commerce 
Washington, D. C. 20230 

Dear Mr . Secretary: 

This i s in response to the December 3, 1976 , letter 

from Acting Secretary of Commerce Smith requesting my 

opin ion \·Jhe ther the term " contractors or subcontractors " 

i n § 109 of t h e Local Public Horks Ca pital Development and 

Investment Act o f 1976 (Local Public Works Act) encompasses 

governmen tal fjran tces unde..c th-2 Act \vho choose t o carry 

out proj ec t work by dir ect hire of a work force (i.~., on 

a " force a c count" basis ) rather than by en tering into 

contracts wi t h i ndependent contractor s . 

Section 109 provides as follows : 

All 1 abo:Lers .::md rn.2chanic s er..;Jl oyed by con t:r a ctors 
or s ubcon trac tors on p~oj ccts Gssisted by the 
S ccreta~y un0 e r t his Act s~al l be paid w~ges at 
r.:J tes :1ot l ess than those pre'Jailing on similar 
constcuction in the locali ty as deter~in~d by the 
S ~:!.:l.·:;tarv o£ Labor i.n c:.cc:o·.:-d:mce \·lith t he D.£-...:i..s-
B:1CIYI Aci: , as amr:mded (40 U . ~. c. 276:..t--27G~-5). '.!.·; , .; 



· ... 

Secretary shall not extend any financial 
assist~mce und~r this Act fo~ such proj ec t •.·Ji th­
Otlt first obtaining ad~quate assurancz that these 
lP.bor standa:::-ds Hi ll be r11aintai!led upon th~ con­
struction work . The s~cr~ tary of Labor shall hav e ; 
with respec t to the l abor standards specified in 
this provision, the authority and functions set 
forth in Reorganization Pl an Numbered 14 of 1950 
(1 5 F . R. 3176 ; 64 Stat . 1267 ; 5 U.S .C. 133z-15) , 
and section 2 of t h e Act of Juna 13 , 1964 , as 
am ended (40 U.S . C. 276c). 

The Secretary of Labor , acting 11in accordan ce \vi tb [his ] 

responsibili t ies under Reorganization Plan No . 14 of 1950," 

advised the Secre tary of Commerce by l etter of Octob er 2 7, 

1976 , of his determination that : 

a 11 contrac tor11 \vithin the meaning of section 109 
of the Local Pub l ic Horks Capital Development and 
Investruen t Act oE 1976 is: (1) one \vho performs 
construction work, including alteration or repai r , 
pursuant t o a contract ; (2) one \vho hires additional 
employees on a t emporary bnsis fo r t he purpose of 
performing cons true tion ,.;rork , including alteration 
or repair , Hhich historically has not normally been 
per formed by its r egu l ar '"ork force; or ( 3) on e \·Jho 
performs n ew building construction , i ncludin g an 
addition to an existing structure , or initial high­
way construction. 

The l e tter to rae from t he Acting Secretary of Commerce 

expresses disagreement wi t h t his interpretation, inso f ar as 

it ,.Jould bring \vithin the D;'!vis-Bacon restr i ctions " f orce 

acco:.m t '1 ,vork by State and local governm~n t gr.:mtees . 

In con~ection with t his matter , we have conside r e d t h e 

vi. ~\v S of th ~ Depa~-tment o E Labor, ~·Jhich '·';ere p-rovidC! cl in 

a memor2nclum of law f r om t h e Solicitor of Labor dat 3d 

- 2 -
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Dcc c~b~r 20, 1976. The Solicitor calls attention to 

opir~i0ns of ec;rlie r .Attorneys General, t·Jhich set forth the 

p:rinciple that an opinion should not b e furnished unless 

the question posed is one which the head of the department 

mc.king the request is " called upon to decide in its admini-

stration. " 20 Op. A. G. 312, 313 (1892 ); see 28 U.S.C. 512: .!./ 

It is unquestion ed in the pres ent case that the Secretary 

of Commerce has an administrative r esponsibility \vhose dis ­

position depends upon resolution of the issue here presented 

--namely, the responsibility to withhold financial assistance 

f r om any project \<lhich does not comply \.Ji t h the labor stan-

dard requirements of the l aw. The Solicitor of Labor contends , 

h o\vever , that the resolution of this particular issue has 

1/ The policy r easons for the li~itation are obvious, and 
not dissimilar from some of the bases tmder lying the judicial 
doctrine of standing . It has b=en said, however , t hat " as 
a msttcr of public policy as well as of courtesy , any doubt 
on a q\.l~S ticm o E this natu r ~ sh ould b e determined in favo r 
of the propriety of [givinr; ] advice." 27 Op. A. G. 37, 38 
(1 903). 
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been committed to the Secretary of Labor by the folloHing 

sentcnc~ of § 109: ?:._/ 

rn~ S~crctary of Labor shall hc·ve , ·.d.th rr::spect 
to th2 labor standards specified in this provision , 
the authority and functions set forth in Reorgani­
Z.?.tion Pl an Numbered 14 of 1950 (15 F . R. 3176; 
64 Stat . 1267 ; 5 U. S . C. l33z-15), and s~ction 2 
of the Act of June 13, 1964, 3S &~ended (40 U. S.C. 
276c). 

The first of the cited provisions authorizes the Se.cretary 

of Labor to prescribe , and requires other agencies to observe , 

" standards, regulations , and procedures . .. . \vith r espect: t o 

compliance "\vi t h nnd en forcernen t of . . . labor standards ." 

The second requires the Secretary to 11r.1ake r easonable regu-

l ations fo r contractors and subcontractors engaged in 

Horks financed i n 'tvhole or in part by loans or grants from 

the United States ." \..Jhile I do not di spute the propriety of 

the Secretary of Labor ' s adc.lressing the question here at 

issue under the authority provided by these provisions, or 

even the claim to great deference for his determination , I 

?./ The Solicitor also ci.tes t l1e Portal-to-Portal Act , 29 
iJ.S.C . 259 , \vhic:h cstc.!l1 lis hes as a d~f :nse to o.ny liab ility 
ur punishment for failure to pay tninim•J m • ... ·ages under the 
Davts-Bacon Act reliance upon a writtan r egulation, o~da~ , 
£u ling, approval~or interpre tation of ~he s~cretary of Lsbo~. 
I l.Ji.ll not discuss ~his provi sian h ere, slnce any su;_Jpor t 
Cor th ?. Solicitor ' s ~osi tion >ih ich it p:rovidr::s is 1.1uch 
>:~n~~-'~ "'- th~n Lha t contained ni 1 hin t he t·"•o t"1:dv i .. sic•:1s dis-
r; I .SS.::! cl in t ext . 

- 4 -

,. 



believe that the Secretary of Commerce's administrative 

r esponsibili ty for i mpl emen tation of the Local Public Hor ks 

Act at least requires h im to satisfy himself concerning any 

doubts he may bave regarding the l a'tvfulness of the Secretary 

of Labor ' s determinati on , and permits him to seek my advice 

for that purpo&e. This conclusion wil l b e seen as particu-

l arly appropriate 'vhen i t is recognized that, as will be 

discussed below, the present controversy does not involve a 

uniform interpretation \vhich t he Secretary of Labor seeks to 

apply to the Davi s-Bacon Act and all related acts, but 

rather a special rul e applicable to the Local Public '.Vorks 

Act . '}_/ To the ex t ent the outcome hinges upon t h e peculiar 

t ext or peculiar circumstances of that law, t h e policy 

considerations supporting an assertion of exclus i ve cogni zance 

i n the Secretary of Labor become less persuasive, and the 

issue b ecomes more appropriate for--if not resolution by the 

Secr etary of Commerce--at l eas t examination by the Attorney 

General at the Secretary ' s instance . 

I find , moreover, that t h e jurisdictional issu e has 

a l ready been reso l ved in an opinion i ssued by Atto~~ey General 

I ' 
' 

:- _; 
I • 

I . 
• 1 

I ·: 
! 

I : 

ji. 

3/ Tbe Solicitor of LA.b or stat;:.s t hat c.l thOl18h " the Secretary 
: .. h<1s unc.!.:;r consid ,; cation the matter of de fining 
' ccnt.ractor ' uni[ormlv undr::r al l of th2 D.:::vis-B3con labor 
s tand2.rds stot·~.1tes ,' ' 1'b ecaus~ jnclivldt:al statu t es vary 
rr. ~t.:- rially in t h e i.t: l~ngu2gc, it has b(·2n cl:2 t~r:nine::l t ha t :~ .J 
such action for th~ tir.1e bei11g ~vill b2 c.: onsi.de:!..·e tl on a case 
by case basis . . " 
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Rogers in lY50, 41 Op . A.G . 1~88 . That opinio~ responded to 

an i.nquiry fro;;t the Secre tary o£ Co:n:::~crcc as to i-lhet.r1er 

owner-operators of trucks en gc.ged in federall y subsidized 

highHay projects \oJere " employed" l c>.b orers and mechanics 

covered by 23 U.S . C. 113--a provision invoking t he Davis­

Bacon Act, similar to the § 109 at issue here . There , as 

h ere, the Secretary of Commerc e disagreed with the Secretary 

of Labor ' s de termination of coverage. After affirming the 

authority of the Se cre tary of Labor to address the issue 

(just as I affirm that authority in the present case), 

Attorney General Rogers exal'ilined t h e basis for that dec ision 

and concluded that "in my judgment , t he Secretary of Labor's 

intc~pretation of the Davis-Bacon Act an d 23 U.S.C . 113 is 

a proper one ." 1d. at 503 . I f the issuance of an opi~ion 

\·7as appropria t e in that case , it is a fortiori appropriate 

h ere , si.nce the sta tus of State and l oca l govern~ental 

grnn te2s as " contr:;~ctors " goes much more to t h e heart of 

administration of the particular statute in question than 

<1 i_d t h e status of ot·:ner -opcrators in tha t earlier case . 

The Solicitor ' s memorandum also suggests an allied point, 

to ~·Ji t, that the proper forum to dzc i..d ~ t he pr~s zn t qu estion 

- 6 -
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by the Secretary ' s Orde r No . 32-63 (29 Fed . Reg . 118 , J an. 4 , 

1964, as amended by 29 Fed . Reg. 4761 , April 2 , 1964). The 

cJi f ficulty \vith t his resolution is t hat the \-Jagc Appea ls 

Board is directly responsible to the Secretary of Labor for 

the p·roper per formance o£ i ts functions, ,.;hich include the 

obl i.gation to abide by the Secre tary ' s interpretation s . 

Surel y it would be fut ile to require an appea l to t his 

body of a ruling made by the Secretary personally in his 

letter to the Secretary of Corrunerce of o·ctober 27, 1976 . 

Turning, then, to the substance of th2 ma t ter , I must 

find that the application of the Davis-Bacon provisions to 

" force account" proj ects under the Local Public Horks Act as 

set forth in the Secretary ' s letter can not be derived from 

the l anguage of t h e statute . Th e ph rase ncontractors or 
. 

subcon tractors" appears in the Local Public Horks Act f or 

the first and only time in § 109. Through the .r emainder of 

the Act , the grantees are r e ferred to as " gove1.L1men ts" or 

" appl i c:mts, " see , ~. g_ . , §§ 103(a), 103(b)(c)(d), 106(d). 

I t would not occur to a person reading through the Act a s an 

i11t~gral \vhole ... hat t h e ne,., term " contractors or Si.!br::on ::cac-

tors" \'7<1S being applied to these entities . In fact , e\len if 

:r~-:h as is h ::.:-e invol ~.r eel th e ir no·.c;"al applicctioll -.-;oulcl not 
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e;:r;brace an 13n ti ty \·~hich per forms \vOrk for itself , Hi th 

its o·,·m ci:1pl oyees , b u t \·'aul d be limited to an en tity 

\·J!1ich perforlils Hark, under contract, for an oth e r . Al::hough 

t h e tei.·m " conLrnctor; ' is " strictly applicable to Clny p~rson 

,,,ho en ters i nto a contTac t ," it ' ' is c ommonly reserved to 

desig11ate one \vho , for a fixed price, undertakes to procure 

the performance of works on a large scale, or the furnishing 

of goods in large quantit i es , \vhether f or t h e public or 

a company or individual. " Black, Law Dictionary ·397 

(4th ed . 1951) . The same authority giv e s the fol l m..Jing 

definition : ' 'One \vho in pursuit o f independent business 

undertakes to p erform a job or piece of t:vork , r etain ing in 

h imself cont rol of neans , r..eth od and manner of acco:npl i sh i ng 

t he desired r esult. " Id. Neith e r of thes e defini tions 

\vould appropriately be· applied t o a State or local governmen-

ta l enti ty in t h e present context . 

This normal meaning of t h e phra se " coatractors or s ub-

co;:Lractors" might, to b e sure , b e overcoi7le b y so;ne contrary 

ind f.c.:C! tion of legis lo. ti ve i n tent , displ aye d .: n the t ex t o£ 

the statu te or in its l egis l ative history . In fac t, h owever, 

all such indications positively r eenforce t h e int2rpretati on 

rL::~ crib..: d .1.l::: ove . Th e t ext of § 109, in acJrlition to 

r 2 f8rring e~plicitly t o the Davis - Dacon Act, is pe tt~rned 

aftc~ the l anguage of that statute--for exaffiple , in its us2 
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of the phrase " laborers and mechanics '' and the terminology 

"p'!."E:vailing '"ages." It is entirely cle ar in the Davis-

Bacon Act, hm·~ever , that the phrase " contractor or sub-

con tr.ac tor, " ~.Jhich appears frequently, is employed in 

the usual s ense describe d above, and not in such a fashion 

as \·:Ould render it applicabl e to the initiator of the tvork , 

the Uni ted States itself . See, e . &., Veader v. Bay State 

Dre dging & Contracting Co . , 79 F . Supp . 837, 840 (D. Mass 
. 

1948) ; 38 Op . A. G. 229 (1935). It is true that the situations 

are not entirely parallel, since in the Local Public Harks 

Act there intervenes a third party bet•.,een the United 

States and the " contractor" in the Davis-Bacon sense. This 

seems to us inconsequential, however, since the word is 

f or present purposes only r.usceptible of t~vo meanings , one 

of Hhich ~"ould include the initiator of the 't·Jork ( ' ·7hether 

it be the United State s or the State or locality to t-Jhich 

the Uni t ed States makes gra.n ts ) , and the other of \'lihich--

fo l lo•.ving tbe usual meaning in a construction context--\·lould 

i:tclude only the pe cson or entity '\·lhich contr acts to do the 

,,·o~k for anoth er . 

The Solicitor of Labor cites several c a ses decide d under 

tile FJ?.ir L <4.t-.r•: Standards Act, as a me.:nd.:d, 29 U. S . C. 201 et 

_s c_q. , as s u~ · ~: ,Jr ting the S r~cretary ' s int e rpretation of the 

t .; .. : r:1 " c on tr.:l'; t or" . t.~ •• ~ .- ~ .... z v. A.ll ·-~n G ·r· ~ ~-~ ~ ~s~o~~ ~ .... ~g s Inc ....... ... - ~ - · ~ - ·'- "" - , • > 

J 79 F . 2 d 193 (6 t h Ci c . 1967 ); 
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Georgia, Ltd., 474 F.2d 18 (5th Cir. 1973), cer t. deni e d, 

414 U.S. 827 (1973), Ho cJ5-;son v . _Colon~!dd~s , Inc . , 4 72 F . 2 o 

42 (5ch Cir . 1973) . These decisions, h owever, deal wi t h 

statu t ory language '\•7hich is in no • .. Jay p~rallel to that involve d 

h ere ; and they do ~ot rais e the central issue of l egi slative 
\ 

intent here involved , n amely, whe ther t h e employment prac t ices 

of State and loca l g ove rnment entities tvere meant to be 

covered. 

The Solicitor ' s memorandum plac es some relian ce upon the 

fact that t h e second senten ce of § 109 ~equires the Secretary 

of Commerce to obtain ass u rance that " t h ese labor standards 

,,,ill b e maintain e d uoon the cons true t i on \·iork 11 
( cr:~phasis 

added)-- suggesting that the und e rscored phrase i ndicates 

tha t a ll Hork on t h e p'!:oj ect is covered . Ho•.veve::::- , the 

phrase " these lal::lor standards" c l early refers t he reader 

b~ck to the first sen tenc e of the s e ction , Khic h se ts forth 

st;:mc.lards applic<J.ble only to " contractors ar s ubcontra ctors . " 

I do not b e lieve the second s entence c an reason~bly be r e ad 

.::. s a ddr-essin g t h e p 1:ob l em h e re in vo 1 ved, Cl.nd i. t i s an 

::.:1a l y sis of the phrase " con traccors or subco .. t-r-ac tors " t·Jhich 

r·:·ust be lon~ed to for ~ solution . 

T~1c l~gislati ~e history of. Lh e L·.Jcal P~Jblic t·lorks Act 

is l ~ss h e lpful , \vich J:espe ct !.:O the prese·nt po l1:t , in ~d"l c?.!: 

i t says t!1an 5.n \\'nat it does no t sa:,· . Th e only ·!..·=f:::n.:ncc;! t o 
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§ 109 is the statement that it ''makes t h e Davis-Bacon Ac t 

appl icable to all grants for proj ects under this act ." S . 

Rep . No. 939, 94th Cong., 2d Sess. 18 (1976); H.R. Rep . No . 

1077 , 94th Gong . , 2d s~ss . 6 (1976). This coul d conceivab ly 

mean tha t State and l ocal empl oyees are to be governed by • 

federal min i mum wage determinations , but I t h i nk it much 

more likely to mean that " contractors or subcontractors" are 

subject to such de t erminations under this law, just as they 

are under Davis-Bacon , and with the same application of that 

phrase . \.Jhat is much more signi ficant i n the l egislative 

his tory , h o·.ilever , is the absence of any reference in the 

committee reports or the floor debates to the fact t hat State 

and loca l civil-service sal aries for persons working on 

proj ects funded by the Act might h ave t o be higher than those 

presently applied, and higher than t hose given t o other State 

end local employees perfor~ing simil ar work . Federal inter-

vention Hith respec t t o State and local governmental ·.ilage 

sca l 8S is certainly not a step to be taken ligh t ly, cf . 

L~a tioi1~1 League of Cities v . User y , -- u.s . --' 96 s . 
Ct. 21;65 (1976) , and the absence of any clear and explicit 

r~fc :.:encc r:o th ·~ m<J t te·c , not only in the tex t but ev en in 

t i-::: L~,j i s la tive history, \Jonld be extraordin ~ry. 

- l l -

I 
I 
.~ 

l 
I 
l . 

l 
I 
1 

l 



This point is highli;'ht~d by . ~xarn:.no.ticn of a recent 

insumce in \vhich thz Congress chose to apply the Davis-

Bacon rcstrictio~s to " force account" ,.m:c~ . The Cornpre-

h en s ive E:11ployment and Training Act of 1973, as .:.r.~ended, 

29 U.S . C. 801 et s eg . (Supp. V), contains t'ivO separate 

provisions Hhich apply to States and to certain types of 

local govern~ents as employers . The texts invoking Davis-

Bacon standards read as follmvs: 

(P] ersons employed in public service jobs 
und er this chapter sh.:.ll be paid wages which 
shall not be lower than whichever is the highest 
of (A) the minimum '"age 'ivhich \vOuld be appl i.cable 
to tt,.,_e err.ployee under the Fair Labor Standards 
Act of l 938, if section 206(a)(1) of this title 
Applied to the participant and if h e were not 
CX !;mpt under s ection 213 of this title, (B) the 
State or local minimum Hage for the most nearly 
comparabl e cover ed employ~ent , or (C) the pre­
vailing r a tes of pay for persons eDployed in 
simil3r public occupations by the same eDployer; 
29 U. S . C. § 848(a)(2) 

[F] unds a llotted under section ~63 " of this title 
to eligible applican ts may be used for . . • 

(3) pay~ent of wages (at rates not less 
than tho s e prevail ing on similar construction in 
t h e loca lity as de t e rmin?d by the Sec r e tary in 
accord::!nce ui th th e Davis-BA.con A.et , :?.S c;mended 
( sections 276a-276a-5 of Title ~0), ~or un employed 
and ~nder e:nployzd pe r s ons as e::1ployees of public 
c lpl·:""l;t ':. 't" S .~n jobs on cc.r:-muni. t y capj_t :.! l i.:. provc:T' ~:lt 
p ':0j ...: ,; ts \ ih Lc h •·;culcJ no t o th ~rr .. :i s:: b e: c ~·.:r ied out, 
i , ,~ t 11•1i ng t 11e rehab il i t (l. t i on, :tJ. t e ra t i c11, or i!11pr ov<:! ­
r.l 2 !lt of pub l ic b~li lc1 ing s, r o;;.ds and otl·,e.r pu.olic 
~ rHn s po r tntion f~cilitie s, h~alth and e d~= a ti.on 
.: ~ ·.: .il i t. i.c s, ~n:d o~her ~:c.c il,it i .~ s ~o .c t l}'.! imp!:"'?v 2;:-t.~.!nt 
nf J·he c :~~;." : ' n1.ty J.n \·:h i..cl"l tr. ~ p::-oJ ;~ t :t. s or \·all l)e. 

"'._ {I ': ;; :.: ~ r] • , ! 9 u • s . c , § 9 6 I , (b) ( 3) , 
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It is unlikely that a legislature v7hich kne,·J hm,r to express 

~o clea~ly the cover aga of public service jobs intended to 

ac~ieve the same effect by use of the phrase "contractors 

or subcontr actors " in § 109 . 

It is Rlso impossibl e to ignore the fact tha t § 109 

is not a unique statutory enactment, but one i n a long 

series of labor standard provisions attached to federa l 

grants, invoking the provis i ons of the Da~is-Bacon Ac t . 

Many of these , involving grants for State and local programs , 

contain operative langu age which is not merely simi l a r, but 

ident ical , t o the t ext here a t issue. See, e.g . , Comprehen-

sive Emplo)~ent and Training Act of 1973, as amended, § 706 , 

29 U.S. C. 986 (Supp. V) ; General Education Provisions Act , 

as a~ended, § 433, 20 O. s:c. 1232b ; Federal Civil Defense 

Act of 1950, as amended, § 201 , 50 U.S.C . App. 22Sl (i ) ; 

Hou s ing and Urban Development Act of 1965 , as amended , § 101 : 

42 U.S.C . 3107. As far as we are aware , these pr ovisions were , 

at l east unt il 1975 , uniformly interpre ted by the Department 

of Labor to exclude work which St ates and localities performed 

on a " fore<:: .?..ccount" basis. Thu s , in an opini on delivered 

on Oc :ob e r 2 7, 19 6 5, co the Housing and Hn:Tie Fin.:.nc e Asency, 

concer ning interpr~tation of the Hous ing CDd Ucb~ n D~ve lormcnt 

/, (;t o: 1965, St.!p r a, tl1c Ac t in~ Solici t or o f Lni)O.C stai.:t;d : 
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"Tt he>.s been ou .r position tha t municipalities C!r other l ocal 

public bodies are not contrac tors ~nd subcontr~ctors within 

the meaning of the provisions of t h e Davis-Bacon and o t her 

r~l::!ted Acts" ( e:np~~sis e>.dded). It is doubtful 'h'hether tha 

Sec-retary of Labor could nmv change this posi t ion, -:vh en 

many o£ the enactments using t he statu tory formula here in 

question have been b ased upon t he '.vell-known prior interpre-

tation of that text - -amounting, in effect , to its Congression-

a l adoption. See 2A Sutherland , Sta t utes & Statutory Con-

struction, § 49 . 09 at 256 - 57 (4th ed . 1973) . 4/ 

The only basis ~.;hich the Secretary of Labor has 

expressed for t reating the standard l anguage different ly 

'~ I This is not to say that the standard language may not 
be given a different i nterpre tati on 1-vh en a distinction is 
jnstified by l egis lative his tory or by oth er provisions of 
the statutory text . Hmvever , as set forth above, I find 
no such justification in the pres ent case . I note t hat the 
SPc retary of Labor, as appears from his letter to you of 
April 1, 1976, has adopted an interpretation identical to 
that h ere at issue with respect to Tit l e X of t h e Public 
Wo~ks and Economic Development Act of 1965 , as ~~~nded , 42 
U.S.C . 3245, ct seq .; and we are advised by the Solicitor 
ti'.~ t the D~p.a,:tm·.::·nt of Housing .:mel Urban D .:: ·v~ lo~tnen t, \vith 
the Dcpartn;!.;7l t of Labor ' s approval, he.s adopted a si~ilar 
(tl;o:..1gi.1 not identical) interpre tat ion \"i th r;spcc t to § 110 
o-f Title I of the Hou~ing and Co~:u"!lt>n i ty D\;vcl o;.:ne:1t P.c t of 
lS71~ . 42 U. S .C. 5310 . Hy opjnion has no~ o~9Tl i:eqc~~sted \·Jith 
,_. ~·~ p.~c i.: to Lb 2S:! i:-Jterprct,;cions, and ~: .:tv i.ng r:ort:1uc ::ed no 
c:.:. :r.i ~:"lc.1t:i,)n oi: ~~1? t-::x.i:s or :.ez.;islat ive i!is!.:u: ·:i.:=.s j·,1volved , 
[ t., ··:p1~~ss no optrn.cn .concerr:l:tg t1~ em. 
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in the pre$ent case 21 is t hat in considering application 

of tnis statute " t h e De partmen t of J .. abor for the firs t 

time has exc?.mined a s i tuati qn Hhere grant recipients are 

ap?3rently hiring large numbers of employees on a temporary 

basis t o pE:rform construction '\vhich ·would not normal l y be 

performed ivi t h their regular work force." §_I This may 

assuredl y be a reason why t he exclusion of " force accoun t" 

Hork uniformly adopted in oth er enactments shou l d not have 

been adopted here; and if the issue ~ere one of Secretarial 

discretion, rather than of Congress iona l intent , it would 

support a di ffering exerci se of such dis cretion in the p~esent 

case. But it is an i na de quate basis for declining t o apply 

the intended ~eaning of a sta tutory t ext . 

5/ The second sentence of § 109 , discussed ear l ier , is 
not a distinctive feature of the presen t statute. Siwil ar 
l anguage i s concained in other provisions which have been 
inte"Cpreted not to include " force account" ,.;ork. See , ~·g., 
the Housing end Urban Development Act of 1965 , a s am:-:nded , 
§ 707, 42 U. S.C. 3107; Federal Civil Defense Act of 1950 , 
c.:z a:~:: nde.ci, § 201, 50 U. S.C. App . 228l(i); October 27, 1965 
Opinion of Acting Solicitor of Labor, suora. 

6 / Tri.s st<J ·:: t:7.1~n t is ::onta~Lned in t he April 1, 1976 , 
'i ~ t t.?r L.:0:,1 t:he Se:c·ret:ary ·ce£ crr~d to i:1 fco tr.ote t,., 
i·r~o:; e j u:; tif'i.ca tions ;u:e acJop ted by YE:: E er e.nc<?. in his 
O::tcb~r 27, 1976 l ett2r . 
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The inadequacy of the end \vhich the Department of Labor 

has i n mind to suppor t the ~eans which ic has chosen is also 

di srlayad i n the nature of the supposed definition of 
. ' 

"contractor" \·lhich has been adopted. It Hould include a State 
I .. · 

or locality which hired additiona l employees on a temporary 

basis to perform repair Hork \vhich "historically has not 

normally b een performed by its regular \o,~ork force ," but it 

\vould not include a State or locality which. u ses its present 

employees to perform such repairs, or \vhich hires additional , 

temporary employees to p erform repair ~vork tvh ich historically 

has normally been performed by its regular work force. These 

distinctions may be supported by sound policy, but they can 

not be found \vi thin the Hord " contractor ." In u s ing its 

o•vn employees upon a covered project, the State or locali ty 

eith er is a contractor (i f the broad meaning of Lh at term is 

adopted) or is not a contractor (if the muc e co~~on ' and 

hitherto uniforril ly applied meaning is adopted. ) Th2 term can 

not be applie d sel~ctively , and with total disregard of meaning , 

to cover only thase situations in Hhich " force account" woA:"k 

i s being used in a fashion the SC!creta::y con.sj~d~rs undesi·ca'!Jle. 

Finally, I must address the Solicit~.n.-' s suggestion th~'!: 

t h e: S::cre tory of LCJbor ' s interpretation shonld b2 accepted 
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becaus e it is c l ear l y necessary t o effectuate the purpose 

of the Davis-Bacon Act, \·]hich he takes to b e to prevent 

the use of federal funds in such a fashion as to depres i 

local wage conditions. It seems to me, however , that this is 

merely a restatement of the present controversy rather thart a 

guide to its solution . It is assuredly not clear that the 

Davis-Bacon Act \vas intended to prohibit all u se of federa l 

funds Hhich \vould have the suggested effect, for othenvise 

" force account" \vork by the fedaral government itself Hould 

have been included. The legislative history of the Davis-

Bacon Act sho~s that the federal government \ ·las intentional ly 

exe~pted from the prohibition , on the assumption that it \vou ld 

be fair . See 74 Cong. Rec. 6512-13 (1931) (remarks of Reps. 

Fish, Bncon, and Dmve1l). The Act ~-las directed at "unscrupu-

lo·us contractors" Hho paid less than the prevailing local 

wage rates . See H.R. Rep. No. 1445, 7lst Cong., 3d Sess. 2 

(1931) , 74 Cong . Rec . 6511-12, 6516-17 (1931) (remarks of 

R~ps. Bacon a~d McCormack). The real issue of legislative 

i~tan t involved in the present controversy is ';,~hather , in 

t1'1~ Lo:.. 1. ?-:.JbJ. i c Horks Act, tne ConE,r::.'Ss HcS r:cr;ording to 

State a n d local go~ernrn a~tal ~ntitie s t~2 :3r~ b!nefit of 
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tr.e doubt '.·:hich it FJ.ccorded the federal govern!'12nt itself 

u11J?r the DRvis-13acon Ar.: t , or rat her intc1.1ded to r estrict 

States and localities as \·lell as che perennial "u:1scrupulous 

contractors. " As I have suggested above, t he l a tter 

conclusion finds no support in the tex t or legislative h istory 

of the Act, and is plainly negated by both the ordinary 

meaning of the statutory language and by its historically 

accepted application in the Davis -Bacon context . Thus, the 

extension of Davis-Bacon restrictions to State and local 

gover~ents in their o·.·m hiring uoul d subvert rather than 

further the Congressional intent. 

I appreciate the Secretary of Labor's policy reasons 

for adopting the interpretation he has chosen, but even 

the great deference which must be accorded his views can not 

permit disregard of a c l ear legislative disposition. I 

therefore advise t hat project 'vork carried out by State and 

local govc~nrnents under the Local Public Works Ac t on a 
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'' force account" basis is not subject t o t h e l .:1bor standards 
I 
I~ 

provisions of § 109. 

Sincerely, 

-1 -''-'-'- u..... ...Z I,-.., 7 "'-. 
Edward H. Levi 
Attorney General 
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nccorclnnce with such terms and conditions ns the Secretary ma.y 
prescril>e, thnt, if funds nrc available, on-site labor can l>Ggin within 
ninety dnys of project approvo.l. ·' 

(c) No part of the 0011Bti'UCtion ( incl11ding dwwlition and otl,er 
&etc Jn·cparo.tion activities) r~rwvatiO'Il, 1'epair, or otller improvement 
of any pubUa wo1·ks pro.?eot fa'f rwhich a grant i8 tnade umtkr this A.ct 
ofter Ow date of enactment of tld~ subsection shaT.l be perfornted 
rliN•rtl:11 by any dcpnrtmeut. ortrncy, or instrU/l'Mntality of any State 
or loca.l gocet•nment. 0mMt1'Ucti,on of each a~tolL project aluUl be per­
formed. f}y c,onfJ•nr.t awarded by competiti<t•e bidding, wnl.ess the Secre­
fa?'J/ shall a.ffi,rmati.1·ely fi11rl thnt1 undf'r thr, oi1·mumstances relating to 
li'l r ll p!'Ojfcl . . ~o,,tc otllcr 'mf'l/lod til in the public interest. Contracts for 
tl1e const?·uclion of eMit project shall be ottnarded fYI1ly on the basis of 
tllc lo10e.st respon8i1UJ bid sulnnitted by a bidder 'TTUJeting established 
rri frria of 1·eapon8ibflity. No requircrncnt or obligati.on shall be im­
posed as a conditwn 7>rerfdent to tiLe awoa·d of a r.ontraat to ll'tJ,Ch bid­
der for a. 71rojeot, or to th-6 Se01·etary's concu1-rence ira. t'/1-e award of a 
r011trf1f1f to 1111/'h bi.ddrt•. umlnas such ?'equ.iremcnt or obligation u other­
•wisc la1vju~ and is sz1eci(iaally set forth in the ad!verti8ed apecificatio'fls. 

(f) !vottoithRla11rlir,,q Ort!f fllller 7n'mJi8ion of lm,o: 110 griJ.nt .rthall be 
made under tlds A ct for <my local public w~rka rJrojcot "Unless only 
such 1mmamt.faat·ured a1'tialt?a, nw.te,ri(ltR, o11d mpplV?.a as lta1'e been 
mhlt!d or prodtwod in the. U?Jif.ul StnfP..9, and f.Ail,y such, mannfa.cturcd 
o.rticle8, ntafr.,·ia}s, mtd suppli,(ls as hat'<: been. mmmfacttvrcd in tlu1 
lhtifcd. 8tnf68 lll'·b&f.rmtiaU?t all from, rr.rtil)lcll1 materi.nlP, and SU'J1?Jliof( 
minrd, 7>1'0d11cNl, or 11117/l?lj(lntwwl, ns tlt.tJ aase m.o'!} be, in t!UJ United 
States, will be tlsed in such p1•oject. 

Sr.c. 108. (n) Not less than one-half of 1 per cc>ntum or m01·e thnn 
12% pH centum of al l nmounts approp1·iatc>d to Cilrry out this title 
shnll be. ~rnnt~d undel' t,his Act for loca.l public workR projects within 
aJlJ one State u.n2ess a Btote l1as no f ,td:um b·ibe i11 81tch StatA in which 
rau f hr mininwnt perornt(lge to be grn.nte(l 'Within such State shnll 
br tln·re-fot~rtll s of l7>er centum, cxc(t.pt thR.t in the case of Guam, Vir­
gin Islnnds. and Amc>rican Snmon not less than one-half of 1 per 
ct'ntnm in th~ aggrellntc shall be granted !or such projects in all thre<'~ 
of thrso jurisdictions. Notwithstanding a1ly othe1' p1·ovi~tion. of litis Act, 
not 11W1'e than eljz 71er centum of o.ll amounts appropria,ted to ca1ry 
out t/11:'1 title shall be granted to Indian tribes under tlti8 A.ct for local 
public ?!IOt'kS?>J'ojeots. 

(b) I n makina: .f!J'nnts ttmlr.r this Act.. tht' f\c>crct.u y shall :zive 
priorit.y o.ncll)T'eft'rcncc to public w·orks pl'ojP.cts of locnl p:overnmrnts. 
In making grants for projects for cort.SI1.,tCti011, Tenovation, repair or 
other int?JrOVl'7nt''llt of lmi ldin,qa .for 1chir.h a.m>lico.tion ia mode afMr 
tltc date of enaotmrnt of tlli.~ ~cntcnrr. tho SeM'ctarJ/ ahall also giAJe 
prio1·ity a11a 1"'f' fa?'C11N 08 between suclt b~tilding projects to those proj­
ects wldch 1oill1·esult in cmlse?•ving ene1·gy, inclttuiing bvt not limited 
to, p1·ojer~.~ to redesign and 1'etrofit c:»isting publio faiJilitws for energy 
co118e?·?•flil0'1t p!tr poses. 

(c) In making grants under this Act, if for the [ three] twelve most 
recent const-cntivc months, the nn.tionnl unomploymont rate is equnl to 
or <'xct-<'ds G\~ ror centum, tho Scrr·ctnry shnll (1) cxpooire nnd ~iva 
priol'ity to applications submitted by States or l ocal J!ovcrnments hnv­
ing- uncmploymont rntcs for the [ three] twelve most recent consccu-
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tin• mont.hs in excess of th<' nt~tionnl unemploym<>nt ra te and (2) shall 
,ziY~ prioritv thcn•aftcr to applica.tions snbmitted by 8tates or local 
goYnnmcnts ha,vh1g- \mcmployment rates for the [ three] twelme most 
J'E'ccnt consecutive months in excess of 6Jh per centum,out less than 
the national unemplo)1ment rate. Infotmation regarding unemploy­
nt<>nt rntc>R TOllY be furnished either by the Fedt.'ral Governme.nt, or by 
~tnt<>s or local govcrnm<>nts, provided the Secretal'y dctermmes thn.t 
the unemployment. rates furnished by States or local governments are 
nccurn.te and shall provide assistance to States or local governments 
in tho calculation of soch rates t.o insure validity and standardization. 

l (d) Seventy per centum of nil amounts appropriated to carry out 
tJus Act shall be granted for public works projects submitted by Stn.te 
or local governments given priority under clause (1) of the first sen­
t('ncc of subs<'ction (c) of this section. The remaining 30 per centum 
shnll be available for public works projects submitted by State or local 

1 govcmments in other classifi cations of priority.] 
) (d) Whe-never a Sta.f.e or local- g01Jernment submits applioat:Um.8 for 
,I f!''a,nts 'Under this .dot fo1' two or mo1·e projects 8UCh State or local 

!JOverrmumt s~all sub<rn!l.t cu pa.rt of such applications its priorifly for 
c(loh sttch 'fYI'OJeot. •• 

(e) The unemployment rnte of a local government shall, for the 
purposes of this Act, and upon. request of the applicant, be based .upon 
the unemployment rate of any community or neighborhood (defined 
without regard to political or other subdiv1sions or boundaries) within 
the jurisdiction of such local government, except thnt any grant made 
to a local government bnsed upon the unemployment rate. of a commu­
nity or ne1ghborhood within 1ts jurisdiction must be for a project of 
direct benefit to, or provide cmplovment for, unemployed persons 
''ho are residents of that commumty or neighborhood. • 

[ (f) In determining the unemployment rate of a local government 
for the purposes of this section, unemployment in those adjoining areas 
from which the labor force for such project may be drawn, shnU, upon 
l'equest of the applicant, be taken into consideration.] 

(g) States and local governments making a{>plico.tion under this 
Act. should (1) r elate the1r specific regucsts to cx1sting appro\"ed plans 
and programs of a local community development or reg1onal de,·elop­
ment nature so as to avoid harmful or costly inconsistencies or con­
traditions; and (2) where feasible, make requests which, although 
capable of early initiation, will promote or advance longer range plans 
n.nd programs ror improving socioeconomic corulitiort.s. 

SEc. 109. Al laborers and mechanics employed [ by contractors or ....... 
~nbcontra.ctors] on projects assisted by the Secretary under this Act ...... 
sl1all be paid wages at rates not less than those prevailing on similar 
construction in tbc 1oca.li~ ns determined by the Secretary of Labor 
in accordance with the Davis-Bacon Act, as amended ( 40 U.S.C. 
27f\a-2'76nr5). The Secretary shall not extend any financia1 assistance 
nnuer this Act for such project without first obtnining adequate assur -
ance that these labor standards will be maintained upon the construc-
tion work. The Secretary of Labor sha.ll have, with respect to the 
lo bor standards specified in this ~rovision, the authorit~· nnd func-
tions set forth in Reorganization I Ian Numbered 14 of 1950 {liS F .R. 
31 i6; 64 Stat. 1267; 5 U.S. C. 138z-15), and section 2 of the Act of 
June 13,1964, as amended (40 U.S.C. 276c) . 

• • • • • .. 





Att achment D 

U. S. DEPARTMENT OF LABOR 

OFFICE OF THE SECRETAR"'' 

WASHINGTON 

MAR 2 8 1977 

Honorable T. Bertram Lance 
Director 
Of f ice of Management and Budget 
Nashi ngton , D. C. 20503 

Dear Hr . Lance: 

~his is in respon~c to your r equest for th~ Department of 
La~ ::.>r ' s vievlS on t !lt:P•. £pccific provisions of H. R. 11, t he 
"Puclic \iorks :.::mploynent i\ct of 19 77" . ne we re sr.>ccific~lly 
re~u~sted to comment on a provisio11 r equiring minority 
cont r a ctin<J , a " buy Ane r ica:~ n ?rovi si0n, and pro·.risi ons 
involving t he fo rce account reotriction . 

il . ~. 11 Hould eY.tend title I of t he Public Horks Er.tploy­
ment Act of 19 76 t hroug h ~i scal Yea r 1978 , and max e s~veral 
changes in the program. The Dcpa rtrn~nt of Labor favors 
exte nsion of the public worKs progron . 

:Jc urge t hn t t he Confe r r~nce co·-::~i ttoc l?. (~o:.>t t i1C l :m~unge 

in the :-IousE'!-p.=t:;se<J ver sioa oi fL H. 11 •·J it . rP.sp~ct to the 
p rob l em of force acc0un t ,.·o r :t .1nd t~a D:~ v i s - 3.:lcon Ac t . 
Sect i on 3 of House-~assed H. R. 11 a~ds a n~w subsection 
"(e) 11 to section lO o of th-2 ?ublic \Jo rks EM~loymcnt Act 
of 1 976 . This sub~2ction ~tloulo a~sure t hilt public HOr Ks 
projects ilre pe rforned by contr3ctors and subcontractors 
and not by e~ployaes of the pu blic ~ntity . In my juJ _ncnt, 
thi s provi s io~ i s e ssentiil1, since t he cons truction inclustry 
is a key to our econo:iliC recovery . I would note t ha t t i1e 
provision allows t he govern~ent entity to do the work itsel f , 
but only if t he Secretary of Comi01e rcc determines t hat to 
do so is in the public interest. 

Section 5 of !louse-passed H . R . 11 would r eqll ire that the 
oavi s-B~con Act apply to all wo rk pe rformed under this oill 
reg a r d l ess of whethe r it i s pe rforned by contractors and/or 
subcon tractors . 'l'h i s ~·Jould ensure t hat the pr eva i 1 ing wag.: 
rates of the Davis-Bacon Act would be paid for federally­
aided \>lOrk . 
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Enactment of an extens~ on of the pcblic wor ks pr oqr ~~. with 
the s e Hous e- passed pt OVlG i ons, would assure that pr ivate 
cant r c:1ctor s and suhcon tractor s an(l the ir employee3 \li 11 
not be adversely nffectcd by actions of public ngcncies. 

If it is dec ided t ha t the Administr c:1 tion will not urqe t he 
confer~c ~ to ~dopt the Hou~e-p~ssed provi sion assurinq D~v i z­
Bacon wages for all constr uction work unde r the 1976 Puhl i c 
Narks Employment Act (section 5 of the House-passe~ bil l) , 
we ask t hat the Admi ni stration rema i n si l ent on t~is i csuc 
in nny trans mit tal to t he conferees . 

We s trongly suppor t the " buy Amer i c a n" prov1 s1on and have 
no obj ec t i on to the mi nor i ty contracting provis i on. 

Sincerely, . 

&&nsd Ra3, ~a..rtttw.U . .. .. ·-..-.. 

Secreta r y of Labor 


