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THE WHITE HOUSE
WASHINGTON

Mr. President:

Eizenstat concurs. Watson's
comments are attached. No
comment from Schultze.

Jim Fallows edited an earlier
version of this memo; since
that time, Stu's office and
OMB have been negotiating, and
finally ended up with the
attached proposed memo.

Rick



THE WHITE HOUSE

WASHINGTON

FOR STAFFING

FOR INFORMATION

FROM PRESIDENT'S OUTBOX

LOG IN/TO PRESIDENT TODAY

- IMMEDIATE TURNARQUND

= O O PR A R

ol 7 J

L |
MONDALE ENROLLED BILL
COSTANZA AGENCY REPORT

¢’ EIZENSTAT CAB DECISION
JORDAN EXECUTIVE ORDER
LIPSHUTZ Comments due to
MOORE Carp/Huron within
POWELL 48 hours; due to
WATSON Staff Secretary
LANCE next day

x| SCHULTZE

ARAGON KRAFT
BOURNE LINDER
BRZEZINSKI MITCHELL
BUTLER MOE
CARP PETERSON
H. CARTER PETTIGREW
CLOUGH POSTON
FALLOWS PRESS
FIRST LADY SCHLESINGER
HARDEN SCHNEIDERS
HUTCHESON STRAUSS
JAGODA VOORDE
KING 1 | |WARREN










3

distribute this memorandum at a Cabinet meeting immediately
after Congress returns from its August recess. The Cabinet
and other agency heads would be invited to review and comment
on the guidelines before they go into effect. The following
is a description of the three elements of the program:

1. Improving New Regulations

Thus far, efforts to improve the development of new
regulations have been left to individual departments and
agencies. To assure the development in each agency of an
effective, well managed process for developing new regulations,
we recommend that you require agencies to include in their
internal regulatory process, at least the following:

-- publication of a semi-annual agenda summarizing
upcoming regulatory actions;

-- development of regulation work plans on major
proposals which focus clear responsibility for
the regulation and regular policy oversight;

-- greater opportunities for meaningful early public
participation;

-~ certification by the agency head that the original
work plan was followed;

-- training programs adequate to assure that agency
staffs understand the regulatory process, and can
write intelligible regulations.

These requirements would apply common sense management
principles to the regulation writing process and open it
to public scrutiny from the outset. Some of them are
already in place in various agencies. We believe that,
properly managed, these changes will not increase regu-
latory delay or needless paperwork. They could be
promulgated through an Executive Order. We believe that
applying these principles in the development of regula-
tions will produce immediate improvements. In order to
assure effective implementation of this initiative we are
considering ways to upgrade the Office of the Federal
Register and the Administrative Conference, who were
consulted, along with others, including the Department
of Justice and Jack Watson's staff, in the preparation
of this proposal.



2. Public Hearings

We recommend that immediate attention be devoted to
addressing problems with existing regulations. We
recommend a series of public hearings be held in five to
six small cities to obtain a better sense of the specific
public frustrations and complaints concerning existing
regulations. Too often it is only at the local level
that the cumulative confusion of regulations is apparent.

If you agree, we will work with Dick Pettigrew to develop
specific plans and request assistance from the local
officials and appropriate Congressmen.

In addition to these general hearings on regulatory reform,
we plan to work with Secretary Adams and Secretary Marshall
to incorporate hearings or other opportunities for public
participation into the work plans of the task forces
established on these issues.

3. Sunset Reviews of Existing Regulations

Finally, we recommend that all agencies undertake
programs to review regulations already on their books.
The scope and pace of these efforts should be left
largely to each agency to decide. However, as a beginning,
we suggest that each agency select at least one major
regulation or set of regulations for in-depth review. We
would provide the agencies a set of criteria to be used
for identifying target regulations for the evaluation.
These would include regulations 1) which have generated
public complaints, 2) where overlaps or conflicts have
been alleged, 3) where the regulation is over ten years
old and 4) which affect broad sectors of the public. The
result of such a review would not necessarily be the
elimination of the regulation but instead an opportunity
to make the regulation fairer, more understandable, less
burdensome and more effective. The public hearings should
assist the agencies in identifying targets for review.

Redesigning Regulatory Approaches and Increasing Competition

In addition to improving regulatory procedures, the
regulatory policy goals of the Reorganization Project
include: (a) the substitution of competition for detailed
regulation wherever possible and (b) the identification of
innovative regulatory approaches wherever they would result
in more effective and less burdensome regulation.
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Several projects already underway will be included in
future regulatory reform progress reports. These include:

-- airline deregulation legislation, now being
marked up in the Senate Commerce Committee.
Prospects for 1977 Senate passage are uncertain.
House action has not yet begun.

-- an interagency task force developing an options
paper on ICC regulation of surface transportation.
We intend to get recommendations to you by mid-
August.

-- a reorganization task force, reviewing civil rights
reforms including more effective and efficient
approaches to equal employment opportunity regula-
tion. Recommendations should go to Congress in
early 1978.

-~ a project, on which CEA is working with EPA, to
identify more effective approaches to environmental
regulations including less reliance on regulation
and more on economic incentives. Hearings are
being held on Administration amendments to the
Water Pollution Control Act which takes significant
steps toward installing incentive-based controls
as a regular tool of regulators.

-- a joint OMB/Labor Department task force to review
workplace health and safety regulation. Recommenda-
tions will be made by April 30, 1978.

-- CEQ has underway an interagency task force to
review toxic substances regulation and research
activities. In addition, four agencies (EPA, OSHA,
FDA and CPSC) have developed a detailed plan to
improve interagency coordination of the regulation
of toxics, which has been presented to you.

In addition, we are identifying other areas where
Administration attention is needed:

-— CEA and Treasury are reviewing ways to improve
regulation of financial institutions.

-- Stu Eizenstat and Barry Jagoda are reviewing options
for broadcast deregulation and other reform 1n1t1a—
tives in the communications area.
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-- Finally, we are developing a project that would
review food inspection and labelling regulatory
activities throughout the government. This will
be presented for your decision as a Reorganization
Project issue at our next briefing.

We believe this is an ambitious but achievable agenda.

It will require our effective coordination and regular
review of progress if we are to achieve concrete results.
We look forward to discussing regulatory reform at our
next President's Reorganization Project briefing.

Attachment



THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE HEADS OF

EXECUTIVE DEPARTMENTS AND AGENCIES

One of my major goals as President is to streamline the fe@eral
regulatory process and make it more responsive to the public.

With your help, steps have already been taken to ensure better
training for regulation-writers, to include in the Federal
Register clear summaries of new regulations, and to reduce
paperwork requirements.

Your cooperation is also needed with two other steps which
can further this effort:

- Initiation of a sunset review program for
selected existing regqulations;

-— Establishment of guidelines to improve the
process of developing new regulations.

Review of Existing Regulations

I strongly believe that each of your Departments and Agencies
can benefit from a sunset review of selected regulations. To
begin that process, I recommend that you select for review
onegof your major regulations or sets of regulations.

oV YyrionR
That selection should be based on the following criteria:
(i) extent of public complaints; (ii) existence of overlaps,
conflicts and duplication with the regulations of other
agencies; (iii) length of time since the regulation has been
reviewed; (iv) frequency of enforcement action under the
regulation; (v) scope of the regulation's impact on the
public.

By October 1, please notify Mr. Wayne Granguist of the Office
of Management and Budget of the regulations you intend to re-
view initially. The method of review will be left to your
discretion. You should, however, ensure effective public
participation in the process. The result need not be the
elimination of the reqgulations considered, but the new
regulations that emerge should be better understood and

less burdensome.
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To ensure public participation in the continuigg effort tq
streamline the regulatory process, the Reorganization Project
will be holding a series of hearings throughout the country.
Your cooperation with that effort is also needed.

Developing New Regulations

I am convinced that we can improve the development of new
regulations. While steps already taken have improved the
process that was inherited by each of you, the process con-
tinues to be seriously defective. I am therefore proposipg
for your consideration certain common sense management prin-
ciples to help eliminate needless regulations and assure that
more careful consideration is given to the consequences of
new regulations. They should reduce unnecessary costs,
duplication and conflict, while achieving our regulatory
goals.

I am considering issuing an Executive Order requiring each
agency to:

(1) Publish semi-annually, in the Federal Register,
a schedule of major regulations which would be
issued or substantially revised over the next
six months and a status report on the progress
of all pending major rulemaking actions. The
Register notice should include:

(a) the purpose and legal authority for the
regulations affected;

(b) the name and telephone number of someone
directly responsible for preparing the
regulation.

(2) Prepare a workplan having your personal approval,
for each major regulation to be issued. The
workplan would include:

(a) the purpose and legal authority for the
regulation;

(b) the name and phone number of someone directly
responsible for preparing the regqulation;

(c) a description of the issues to be covered
by the regulation and the alternative

approaches to be considered in developing
the regulation;
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Peter Petkas called to say ---
David Rubenstein is redoing a tab on the
Regulatory Memo ---~ it will be down this

afternoon,
GBF 8/9/77
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR AGENCY AND DEPARTMENT HEADS
FROM: THE PRESIDENT

SUBJECT: Managing the Regulatory Process

One of my major goals is to improve the federal regulatory
process. My Administration is working with Congress on
legislation which will improve regulation in a variety of

respects -- greater consumer representation, avoidance of
conflict of interest, increased competition, and sunset
procedures. In the meantime there are several administra-

tive actions which should be taken to make regulations
more responsive to the public. Accordingly, I am asking
for your opinion of two proposed reforms:

-~ The establishment of new requirements
(ultimately embodied in an executive
order) which will improve the process of
writing new regulations;

-- A "sunset" review of selected existing
regulations in each agency and department.

Managing the Regulatory Process

Since the beginning of my Presidency, I have emphasized the
need to make regulations more understandable to those who
must comply and more responsive to practical needs. You
have made useful progress toward these goals.

Nevertheless, the process continues to be seriously defective.
I am therefore proposing a set of requirements to eliminate
needless regulations and assure more careful consideration
of the consequences of new regulations, thus reducing
unnecessary costs, duplication, and conflict.

Your personal commitment to review and redesign your agency's
procedures to assure consistency with these requirements 1is
essential. Each agency will have flexibility to develop
procedures suited to its particular needs, but you must be
accountable for the process you adopt.
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In addition to the procedural changes described below, I am
asking you to see that your personnel are trained to under-
stand the regulatory process and to write regulations which
are intelligible to those who must follow them.

1. Regulation Agenda

Too often, regulations are written without careful planning

and early public involvement. 1In addition, policy officials
and agency heads frequently do not see proposed regulations

until they are asked to approve them.

To correct these problems, agencies should announce semi-
annually, in the Federal Register, their anticipated new
regulations, significant changes in existing regulations,
and an indication of the progress of rulemaking activity.
You should read and approve each announcement before it is
published.

2. Regulation Work Plan

At present, authors of individual regulations are not identified
and are therefore not accountable for their work. Regulations
are developed and written by various groups within the agency
and there is no pride in the final product. Opportunities

for public participation are neglected.

Accordingly, I want a regulation work plan to be prepared for
each major rulemaking and approved by you or a senior policy
official. It should include, at a minimum: (a) the objectives
of and legal authority for the regqulation; (b) the name and
phone number of an agency official with direct, primary
responsibility for preparing the regulation; (c¢) a brief
discussion of the issues to be considered in developing the
regulation, including possible alternative approaches to Dbe
explored; (d) a statement of which interest groups and other
agencies will be affected, and how and when they and the
public will be asked to participate; (e) target dates for
completing each step in developing the regulation; and

(f) criteria and a proposed schedule for evaluating the
regulation after it has been put into effect.

3. Opportunity for Early Public Participation

At present, the public does not ordinarily have a chance to
read and comment on a proposed reqgulation until it has been
published in the Federal Register. By then it is too late
for significant changes to be made, and in any case most
people do not read the Federal Register.
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In the future, whenever practical, your agencies should give
the public the chance to participate from the very beginning,
by publishing notices of intent to regulate not only in

the Federal Register but also in trade journals, appropriate
periodicals, and other news media. These notices should
describe the problem and solicit public advice about how

to deal with it.

4. Regulatory Checklist

Too often, regulations are published for public comment
without sufficient analysis.

In the future, before you release a proposed regulation for
publication in the Federal Register, check to be sure the
regulation work plan has been followed.

This should be done by examining a checklist which includes,
at a minimum: (a) evidence that the most cost-effective
regulatory approach has been selected; (b) information on
alternative approaches that were considered and why they
were discarded; (c) a summary of agency and public involve-
ment in developing the regulation; (d) a statement of the
purpose of the rule; (e) a summary of its anticipated
effects, including an indication of whom it benefits and
whom it harms; and (f) a schedule for implementing it.

Please provide your written comments on these proposed guide-
lines to Mr. Wayne Granquist of the Office of Management

and Budget by September 1, 1977. Please review your

existing procedures and indicate any problems that you
foresee. After your comments have been reviewed, I will
issue an appropriate Executive Order.

Review of Existing Regulations

Certain fundamental regqulatory reforms have already been
started in areas like transportation, occupational health
and safety, civil rights, and toxic substances in the
environment. While these long-term efforts move forward,
we need to put the rest of our regulatory house in order.

Accordingly, I am asking each of you to initiate a "sunset"
review of a few selected regulations for which your agency

is responsible, including at least one major regulation

or set of regulations. Those you select should be ones
which have received substantial public complaints; or which
involve overlaps, conflicts, and duplication with regulations
of other agencies; or which have not recently been subjected
to fundamental scrutiny; or which have an exceptionally

broad impact on the public.
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To help you identify regulations that need review, I am
contemplating a series of public hearings in small communities
around the country at which public complaints and recommen-
dations can be voiced. Details about these hearings will

be made available for your' comments.

By October 31, please indi¢ate in the Federal Register the
regulations you have selected, the reasons for your choice,
and plans for reviewing them with extensive opportunity

for public participation.

These reviews need not in every case result in elimination
of the regulations considered. But they should produce
regulations which are fairer, more understandable, less
burdensome, and more effective.

Regulatory reform is one of the most demanding challenges
we face. It is also a commitment which the American people
expect us to meet. I am determined to do so, and I value
your counsel and support.

























In the event that Chairman Burns suggests that the
Fed has to act to dampen recent rapid increases in

the money supply, you could note that while you agree
that prolonged growth of the money supply at recent
rates would eventually have adverse results, there

is nothing in the present performance of the economy
which would warrant sharp increases in interest rates.

The health of the current recovery may depend upon a
cautious and restrained response by the Fed to the
recent increases in the money supply.



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

August 11, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: Lyle E. Gramley  , % &
Acting Chairman { ¢ /

Subject: Background Material on Monetary Policy

Since the middle of July, the interest rate on Federal
funds -- the rate used by the Federal Reserve as a short-run
target for controlling the money supply -- has risen sharply.
The Federal Reserve's target for this rate (which it does
not announce publicly) has risen from 5-3/8 percent to
somewhere in the range of 5-3/4 percent to 6 percent.

Other interest rates have followed the Federal funds
rate up. For example, the yield on 3-month Treasury bills
has increased from about 5.2 percent to 5.5 percent over
the past two weeks; long-term interest rates have also risen,
but much less.

This tightening action by the Fed was taken in response
to evidence of rapid growth during July of M., the narrowly-
defined money supply. (The Fed's target growth range for
M, over the next year, and actual figures for July, are shown
in the attached chart.) This is the second time the Federal
Reserve has tightened monetary policy a notch this year.

The previous tightening -- in May == occurred in response to
a bulge in the money supply in April.

There is a strong possibility that at the August 16
monthly meeting of the Federal Open Market Committee, the
central decision-making body of the Federal Reserve, monetary
policy will be tightened another notch. Such a move is widely
expected by participants in financial markets, who are
nervous about the prospects for interest rates. An example
of this unease is the unusually large jump in the Treasury
bill rate -- from 5.32 percent to 5.53 percent -- that
occurred this past Tuesday. It appears to be directly
attributable to speculation about Federal Reserve actions.
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EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON ENVIRONMENTAL QUALITY
722 JACKSON PLACE, N. W.
WASHINGTON, D. C. 20006

August 9, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: Charles Warren @ D

Gus Speth
Marion Edey

SUBJECT: Executive Order on the National Environmental Policy Act

In the decision memorandum on the National Environmental Policy Act
(NEPA) which came to you in connection with the Environmental Message,
you directed the Council to prepare an Executive Order which would
require agencies to take steps to better implement the underlying
environmental policies stated in NEPA and thus move away from the
current overemphasis on envirommental impact statement paperwork and
procedure. The proposed order is attached.

The order states a short, straightforward rule for federal officials to
follow in making decisions affecting the enviromment. It would require
federal agencies to take the least environmentally harmful option,
unless they have a good reason =-- required by another essential con-
sideration of national policy -- why they cannot do so. Agencies would
also be required to take all practical steps to avoid or minimize
significant environmental harm. For major federal actions on which
impact statements are prepared, federal agencies would also be required
to make a concise public finding that the order had been carried out.

We believe the order will have a major impact on making federal projects
environmentally acceptable. It will complement your previous efforts to
focus attention on the need for agencies to make environmentally respon-
sible decisions that are understandable to the public. This order is an
important part of the NEPA reform efforts the Council now has underway.

The proposed order has been drafted in consultation with the Domestic
Policy Staff and OMB, who believe it to be sound, and they join us in
recommending that it be circulated to the agencies for further comment.
With your approval, we will proceed with formal interagency clearance.

- P

Approve Disapprove

Elec »static M
for Preservs mes /rtl/
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THE WHITE HOUSE 7’,}*1:

WASHINGTON

August 4, 1977

MEMORANDUM FOR STU EIZENSTAT
ay
FROM: KITTY V-~

SUBJECT: ATTACHED MEMORANDUM FROM CEQ

Attached is a draft of a memorandum CEQ proposes to send to
the President concerning an Executive Order they would like
to circulate to the agencies and departments for comment.

The draft memorandum makes the representation that "The
proposed Order has been drafted in consultation with the
Domestic Policy Staff and OMB, who believe it to be sound,
and they join us in recommending that it be circulated to
the agencies for further comment." This represents my
view on the subject, which I want to clear with you before
the Council sends the memo to the President. "
Lpnf

Eliot Cutler and I have been working with Gus:bn the
Executive Order and it has been substantially revised as

a result of our comments and suggestions. Some of the
changes were made reluctantly by CEQ, and for that reason
they are anxious to know whether we will support the cir-
culation of the Order before they send it forward to the
President. This is the reason for the deviation from usual
procedure.

[f would emphasize, as I have to Gus, that my belief that

the Order "is sound" is based on the review of the subject
which I have made thus far. We have clearly reserved our
right to further comments, suggestions, or changes which

should be made after the Order has been circulated to the
Agencies for comment. I would not feel comfortable recom-

full agency review and discussion, including possible modifi-
cation, has occurred.

[Tending to the President that he sign such an Order until

Please let me know as soon as possible whether you agree
and the language in the attached draft memo is OK.



COUNCIL ON ENVIRONMENTAL QUALITY
WASHINGTON, D. C.

8/4/77

Kitty,

The changes have been made.
Please get back to me ASAP.

Thanks for your help.

Gus
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The President
- Page 2
August 11, 1977

There are a number of companies who have moved
their offices to the suburbs in order for the
regional manager, at the time, to be close to
his home, even though the relocation may not
be all that convenient to others. The manager
is later transferred to another city or loca-
tion, but the damage of the suburban decision
has already been done. This process is taking
jobs and taxes away, leaving behind unemployment
and creating a greater burden for the cities
with a decreasing tax base. If this situation
continues, we are going to see more riots,
looting, and social upheaval. A strong point
to make to business is that if they don't help
solve these problems, then the government will
be forced to do more and more, thereby eroding
our private enterprise system.

Some major companies are beginning to consider
making a company policy to support the urban
areas. This could be made a national policy
where private enterprise makes the moves that
correct the problem of erosion. The only hope
for the cities is a joint effort by government
and private enterprise. Government programs
alone will not solve the problem. If we can
create a consciousness and a sense of responsi-
bility in the private sector by a presidential
national appeal, I am confident some meaningful
progress can be made.

I offer this suggestion because it would do a
number of things without really involving huge
governmental funds. It would vividly show the
people and the cities of your concern, and I
; believe, create a sense of hope for the urban
/ future.

Cordially,

C. Portman, Jr.
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