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The National Ceanter for Productivity and Quality of
Working Life was established in 1975 to be the fccal point for a
rational effort to improve America's rate of economic growth.
The Center established the following objectives: develop sore
effective approaches tc iaproving prcductivity in the public
sector, stimulate and sapport industry efforts to improve
productivity, coordinate productivity enbhancing efforts by
Federal agencies, encourage labor-management effeorts bty Pederal
agencies, encourage lavor-manageament cooperatiocn to enhunce
productivity, recommend ways of isproving the rate of capital
investaent, recomaend changes in productivity-inhibiting
governsent regulations, and encourage understanding and use of
productivity measures. Findings/Conclusions: The Center's
objectives vere not expressed in terss that facilitate measuring
success or failure. However, the Center was unsuccessful in
accoaplishiry some major functions: no assessaent has been xade
of the extent to which Federal programs have enhanced natioral
productivity; no recoamendations have been made on how redsral
prograss could ve better ccordinated; and nc reccsaendations
have been made for revising specific laws or regulatioas that
adversely affect productivity. The Center did not accomplish
more because: it was not given resourcee and authority necessary
to carry out its responsidilities; it was not given support by
the Congress or the administration; and it failed to develop an



overall plan for achieving its objectives and a gystes for
evaluating the impact of its pregrams. Although the Center has
not satisfactorily fulfilled itg goals, continued Pederal
leadershiz and involvesent in producictivity iaprc ~ement is
needed. PRecoamendations: Leadexship for private ctor
productivity improvement effort should be asgsigne. to the
Departaent of Coamerce, guided by a Pational Prodactivicy
Council which would be charged with developing a national
productivity program plan. The Office of fanagement ard Budget
should take the lead in developing an anzlysie of productivity
to be mede part of the Proesident's budget. A unit dealing with
regulatozy mediation should be established in the EBxecutive
Office to develop recosmendations to resolve specific regulatory
probless inkibiting productivity. (res)
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BY THE COMPTIROLLER GENERAL

Report To The Congress

OF THE UNITED STATES

The Federal Role In improving
Productivity —Is The National Cenier
For Productivity And Quality Of
Working Life The Proper Mechanism?

Tha declining rate of productivity growth
in the United States is a vroblem deserv-
ing immedicte attention. Experience indi-
caies that this wroblem will continue un-
less positive steps are taken now.

The National Center for Productivity and
Quality of Working Life was established in
1975 to deal with the productivity pro-
blem. However, the center has fallen short
of meeting the accomplishments antici-
pated when it was created.

There is still a need 1or a Federal role in
enhancing national predactivity. Specific
functions are identified and organizational
arrangements are suggested in this re-
port.
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COMPTROLLER GENER/L OF THE UNITED STATES
WASHINGTON D.C. 20548

B-163762

To the President of the Senate and the
Speaker of the House of Representatives

This report summarizez the results of our evaluation
of the National Center for Productivity and Quality of Work-
ing Life and our review of the need for Federal Government
involvement in improving natiuvnal productivity urowth. We
found that a strong need exists for continued and increased
Federal involvement in improving productivity. While there
are numercus efforts wichin the Government aimed at such
improvement, there also remains a further need to integrate
and coorcinate these efforts. We concluded that the National
Center for Productivity and Quality of Working Life, as it
is presently funded, organized, and supportad, cannot be ex-
pected to fulfill these needs.

Just prior to the release of this report, we learned
that the Presidsnt had decided to let the center's authori-
zation expire at the end of fiscal year 1978 and assign the
center's functions to existiny agencies. Since an indepen-
dent center cannot be effective without Presidential support,
we are recommending that all the functions of the center be
assigred to existing agencies.

We made our review pursuant to a requirement in the Na-
tiona, Productivity ané Quality of Working Life Act of 1975
(P.L. 94-136), the Budget and Accounting Act, 192) (31 U.S.C.
53), and the Accounting and Auditing Act of 1950 (31 U.S.C.
67).

Because of his special interest in the subject, we are
sending a copy of this report tc the Prasident of the United
States. Copies are also being sent to the Executive Director,
National Center for Productivity and Quality of Working Life;
Director, Office of Management and Budget; Chairman, Civil



B-163762

Service Commission; Secretaries of Commerce and Labor; Direc-
tor, Federal Mediation and Conciliation Service; and other
interested agencies. 1In addition, we are sending copies to
the Chairman of the 5cn-~te Committee on Governmental Affairs,
the Chairman of the Senate Commitiec on Housing and Yrban
Affairs, and the Cheirman of the House Committee on Ranking,
Finance and Urban Affairs.

1!%1 Gener;

of the United States



COMPTROLLER GENERAL'S THE FFDERAL ROLE IN
REPORT TO THE CONGKESS IMPROVING PRODUCTIVITY--

IS THE NATIOUNAL CENTER FOR
PRODUCTIVITY AND QUALITY
OF WORKING LIFE THE PROPER
MECHANISM?

DIGEST

The annual rate of productivity increase in
the United States has slowed significantly in
recent years. This slowdown, according to

the President's Council of Economic Advisers,
is "one of the most significant economic prob-
lems of recent times." GAO believes that the
Federal Government cannot afford to ignore
this problem.

This report summarizes both GAO's evaluation
of the National Center for Productivity and
Quality of Working Life and comments generally
on GAO's review of the need for the Federal
Government to be involved in improving na-
tional productivity growth. The center's
evaluation wae performe( pursuant to a re-
quirement in the National Preductivity and
Quality of Working Life Act of 1975

(P.L. 94-136).

PRODUCTIVITY IMPROVEMENT,
AN IMPORTANT CONCERN

Productivity improvement is necded to sus-
tain and raise our standaird of living, lessen
inflationary pressure, and maintain our long-
run competitive position in the international
economy. ¢

Productivity data prepared by the Bureau of
Labor Statistics for the private sector
shows that the rate of growth for U.S.
companies declined from an annual average
rate of 3.2 percent for the 20-year period
1947-67 to an annual average of 1.6 percent
for the l0-year period 1967-77.

Similar statistics prepared by the Bureau
for the Federal Government show that over
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the past 9 years the average annual growth

of Federal productivity has been 1.2 percent.
Statistics on productivity trends are not
prepared for State and local governments,

but economic data on service costs indicates
that these governments also have productivity
problems.

ESTABLISHMENT OF THE CENTER

In an attempt to reverse the slow growth
trend in productivity improvement, the
Congress established the National Commission
on Productivity in 1970 and, in 1975, en-
acted Public Law 94-136, whicn converted

the commission into the National Center for
Productivity and Quality of Working Life.
The center was created to be the focal

point for a national effort to improve
America's rate of productivity growth.

OBJECTIVES OF THE CENTER

The functions assigned the center were di-
verse and numeroux. Based on its assigned
€unctions, the center established the fol-
1owing objectives:

~-Develop more effective approaches to im-
proving productivity in the public sector.

--Stimulate and support industry efforts to
improve productivity.

--Coordinate vroductivity-enhancing efforts
by Federal agencies.

--Encourage labor-management cooperation
to enhance productivity. .

--Recommend ways of improving the rate of
capital investment.

--Recommend changes in productivity-
inhibiting government regulations.

--Encourage understanding and use of produc-
tivity measures.
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It is against these objectives that GAO
evaluated the effectiveness of the center.

LIMITED NATURE OF THE
CENTER'S ACCOMPY.ISHMENTS

The center's objectives were not expressed

in terms that facilitate measuring success

or rfailure. Consequently, evaluations of its
accomplishments must be somewhat judgmental.
Some of the efforts of the center and its
predecessor, the commission, were successful
but somewhat narrow in relation to the size
and scope of the problem. These include:

~-Stimulating the involvement of key State
and local government associations in
various projects to improve productivity,

-~Ectablishing a cooperative effort between
cailroads, growers, grocers, and unions
which reduced delays in shipment of perish-
ables from the West Coast to eastern mar-
kets.

--Serving as a catalyst for establishment of
a statewide Productivity Center in Texas,
which is credited with saving $96 million
for the State's hospitals.

~~Helping to form a number of labor-management
committees to improve productivity.

However, the center has been unsuccessful in
accompl ishing some of its major functions.
For example:

--No assessment has been made of the extent
to which Federal programs have enhanced
national productivity.

~~NO recommendations have been made on how
Federal programs could be better co-
ordinated.

--No recommendations have been made for

revising specific laws or regulations that
adversely affect productivity.
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WHY THE_CENTER DI"_NOT
ACCOMPLISH MCRE

The center was given a large number of re-
sponsibilities but was not given the re-
sources and authority necessary to carry
them out effectively. 1Its resporsibilities,
set forth in 15 functions, range from coor-
dinating all productivity-related activities
of Federal agencies tc the study of govern-
ment statutes, regulations, and fiscal poli-
cies adversely affecting productivity growth.
These responsibilities would challenge the
capacity of a major executive branch depart-
ment, let alone a small new agency with few
resources and litt e authority.

A second factor affecting its success was the
lack of support given the center in carrying
out its mandate during its short history.

The level of support by the administration,
the Congress, and Federal agencies has been
highly inadequate considering the size and
:omplexity of the task.

The third problem involves the internal man-
agement of the center, namely (1) its lack

of an adequate overall plan for achieving its
objectives and (2) its failure to develop a
system for evaluating the :impact of its var-
ious programs. In addition, some key staff
had no prior experience in their assigned
program arzas, and it took a considerable
period for them to become proficient in

their work.

FEDERAL INVOLVEMENT IN
PRODUCTIVITY IMPROVEMENT

——— —

Although GAO does not believe the center has
satisfactorily fulfilled the goals set for
it, it believes that contirued Federal
leadership and involvement in productivity
improvement is needed. The Federal Govern-
ment has a pervasive impact on the Nation's
productivity. both directly, through ongoing
programs administered by wvarious agencies,
and indirectly, through taxes, subsidies,
requlations, fiscal policies, and so forth.
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First, !ndependent of the center and its
predecessors, tne Federal Government has
a number of programs aimed at improving
productivity in both the public and
private sectors. These activities, which
the center estimates cost $933 million
annually, include such efforts as

=-supporting improvement in technology
through research grants and contracts,

--providing small business loans to help
improve facilities and equipment,

--disseminating technical knowledge,

--encouraging managerial and organizational
improvements, and

--providing training to improve worker
skills.

These worthwhile endeavors need to be
coordinated and encouraged.

Second, the Federal Government indirectly
affects national productivity when it

--sets pricing policies in regulated
industries,

——establishes fiscal and mone*ary volicies
wnich alter demand, supply, investment,
and ircome distribution,

—-establishes tax laws affecting investments
in productivity-enhancing enterprises, and

—--sets stcndards fo. quality of cutput in
such areas as drugs, food, and environ-
mental pollution.

These activities need to be coordinated in
order to assess their net effect on produc-
tivity improvement.

Finally, there is considerable evidence that
such an effort can work because other coun-
tries that are sustaining higher rates of



productivity growth have found ways to
achieve close harmony among government, in-
dustry, and acadeamia in attacking produc-
tivity problems. In the United States, by
contrast, many perceive an almost adversary
relationship among these elements. There
are many organizations in the private and
public sectors addressing various aspects of
productivity, but there remains a need in
this country for a coordinated attack on
productivity problems. An integrated and
properly supported effort at the Federal
level can help meet this need.

CONCLUSIONS AND RECOMMENDATIONS

While GAO was completing its evaluation
work, it received word that the President
had wvithdrawn his support for the center by
deciding not to seek its reauthkorization; he
believes the work could be accomplished more
effectively by assigning the responsibili-
ties to existing agencies.

Although the President has withdrawn surport
of the center, he recognizes the importance
of the productivity effort. GAO agrees that
the Federal Government needs to have a
stronger continuing program in this area and
believes the Federal Government should in-
crease its efforts to help counter the de-
2line in the rate of productivity improve-
ment in the United States. GAO believes
that a properly funded and supported na-
tional center would be the best way to fos-
ter improvement in private sector produc-
tivity. However, GAO does not believe that
the center, as it is presently funded, or-
ganized, and supported can do the job that
needs to be done. Therefore, GAO recommends
that all the functions be assigned to exist-
ing agencies and that these agencies be
given adequate funding and support.

Leadership for the private sector produc-
tivity improvement effort could be assigned

vi



to the Department of Commerce. GAU be-
lieves this effort should be guided by a
National Productivity Council, cochaired

by the Secretaries of Commerce and Labor,
and should include representatives of agen-
cies hiving productivity-related missions.
(See pp. 44, 45, and 66 to 69.)

This council should be charged with devel-
oping a national productivity program plan
that integrates all Federal polic:ies and
programs ffecting national productivity
and should identify gaps and additional
initiatives that need to be taken by Gov-
erument, industry, and labor. It should
have an advisory committee made up of non-
Federal representatives to assist in devel-

oping this plan.

The productivity plan of the proposed Na-
tional Productivity Council must be 1linked
to the budget process to be effective.
The-efore, tu ensure coordination cof Fed-
eral funds expended to enhance productivity,
a special analysis should be made as part
of the President's budget. GAO recommends
that the Office of Management and Budget
take the lead in developing this analysis
in cooperation with the proposed council.
(See pp. 45 and 46.)

Productivity improvement efforts at the
Federal, State, and local government levels,
as well as labor-management committee ef-
forts undertaken with all sectors, should
also be assigned to existing Federal agen-
cies. (See pp. 45 and 60 to 66.)

GAO also recommends that a unit dealing
with regulatory mediation be established
in the Executive Office to develop rec-
ommendations to resolve specific regula-
tory problems inhibiting productivity.
(See pp. 46 and 66.)

In preparing this report, GA“ considered
all comments from concerned agencies.
(See p. 23.)
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CHAPTER_1

INTRODUCTION

Public Law 94-136, which established the National Center
for Productivity and Quality of Working Life, directs that we
evaluate how well the center implemented the act's require-
ments prior te the expiration of its 3-year authorization
period. Specifically, the act requires us to

--—evaluate the center's overall per formance,
--evaluate the center's impact on the performance
of Federal agencies in carrying out their
assigned duties, and
--recommend any further legislation needed to
improve implementation of the objectives of
the law.
This repoert summarizes the results of zur evaluation.

BACKGROUND AND HISTORY
OF THE CENTER

One of the Nation's most important and least understood
economic problems of the past decade has been a declining
rate of productivity growth. The average annual rate of
productivity growth during these 10 years has been only half
that of the preceding 20 years. Moreover, the present rate
of preductivity increase is considerably less than that of
other industrialized nations, such as Japan and West Germany.

This depressed rate of growth was a major reason for
creating the National Commission on Productivity in 1970 and
the National Center for Productivity and Quality of Working
Life in 1975. The center was to be the focal point for a

national effort to improve productivity growth by fostering
action in all sectors of the economy.

Predecessor entities

The National Center for Productivity and Quality of
Working Life has evolved out of various organizational forms
since 1970. Its beginnings were characterized by tenuous
year-to-year authorizations, low funding, ana frequently
changing leadership.



The organization began as the National Commission on
Productivity, established by Presidential order on July 10,
1970. The purpose of this commission was to revitalize
slackening productivity and achieve a balance between costs
and preductivity that would lead to more stable prices. 1In
December 1971 an amendment to the Economic Stabilization
Act (P.L. 92-210) gave the commission statutory recognition
and enlarged the scope of its functions and responsibilities.

In 1973, when the Economic Stabilization Act expired,
the Senate passed a bill that would have expanded the com-
mission's scope to include improving the American worker's
morale and worklife. This bill was defeated in the House of
Representatives, objections being voiced to its $5 million
cost. However, a curtailed commission was retained, by
Executive order, under the Cost of Living Council. 1In the
spring of 1974 the House reversed its earlier vote and a
new law (P.L. 93-311) was enacted establishing the National
Commission on Productivity and Work Quality. The authority
under this law, which was scheduled to expire in June 1975,
was later extended to November 1975.

In November 1975, Public Law 94-136 was passed. This
act transferred the staff and functions of the commission
to the new National Center for Productivity and Quality of
Working Life. The act authorized funding for 3 years,
thereby hoping to overcome the year-to-year existence, in-
terruptions, and funding problems of the previous organiza-
tions. Senator Percy, one of the sponsors of the legisla-
tion, stated that he used the term "center" instead of
"commission™ to imply that the organization is not solely
a creature of Covernment but "a national resource supported
by Federal funds for the use of all, to benefit all."

The following table summarizes this history and the
respective appropriation levels.
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THE_NATIONAL PRODUCTIVITY AND
QUALITY OF WORKING LIFE ACT
OF 1975

As mentioned above, the current organization was created
by the National Productivity and Quality of Working Life Act
of 1975 (P.L. 94-136). This act was an outgrowth of two
bills introduced in the 93rd Congress by Senators Nunn and
Percy, respectively. The purpose of the act was to establish
a national policy to encourage productivity growth in all
sectors of the economy and to create an independent center
"o focus, coordinate, and promote efforts to improve the
rate of national productivity growth. The text of this act
is included as appendix I.

Our testimony for creation
of the center

When the bill to establish a national productivity cen-
ter was being considered, we, in testimony before the Senate
Committee on Governmental Affairs (formerly Government Oper-
ations), called attention to the importance of the produc-
tivity problem facing the Nation. We noted that previous
Federal productivity efforts received minimal funding and
had been carried on in a fragmented fashion, lacking con-
tinuity and broad support. We stated that the time had come
for a stronger commitment by the Congress and the executive
branch. We stressed the following principles as being
most important in establishing a national productivity cen-
ter. It should

--be independent,
~~have a small but fully empowered Board of Directors,

-~have a life expectancy of and adequate funding for at
least, 5 years, and

--have a staff that is the most capable that could be
brought together for this period.

We suggested that first-year funding of at least $10 mil-
lion ke provided to build a high quality professional staff.
We stated that without this foundation of staff expertise,
only limited progress could be made in launching programs of
the scope and complexity envisioned in the legislation.



Center responsibilities

Public Law 94-136 assigned the center a wide array of
functions. Major ones are:

--First and foremost, develop and establish a
national policy for productivity growth.

--Encourage, stimulate, and coordinate efforts
in the private and public sectors to improve
productivity growth.

-~Identify, study, and review existing govern-
ment statutes, regulations, and fiscal policies
which adversely affect productivity growth '
and recommend appropriate changes.

--Encourage, support, and initiate efforts which
are designed to improve cooperation between labor
and management in the achievement of continued
productivity growth.

--Serve as the coordinating body for efforts and
expenditures by the Federal Government to improve
productivity growth.

-~Identify, develop, and support activities,
programs, systems, and techniques to measure
productivity growth.

--Collect and disseminate relevant information
related to productivity improvement and develop
and implement a public information program.

In order to carry out these functions, the center was
granted authority to enter into contracts and other funding
arrangements, conduct a variety of meetings for information
dissemination, collect and analyze data and information for
purposes of public knowledge, and "make such studies and
recommendations to the President and to the Congress as
may be necessary to carry out the functions of the Center."

Federal agency responsibilities

To involve the entire Federal Government in efforts
to improve productivity, the act requires all agencies to
undertake certain activities in coordination with the center.
Essentially, agencies are to:



--Designate an individual t¢ serve as liaison
with and to assist the center.

--Keep the center informed of their productivity
efforts and consult with it prior to obligating
their funds for these activities.

--Provide the center access to all relevant ma-
terials and infermat ion.

--Recommend tc¢ the President and the Congress
alternativas to statutory policies and regula-
tions which tLey nay judge to have an adverse
effect on productivit; growth.

~-~Provide financial and ¢ assistance to non-
Federal organizations t. .id their productivity
improvement efforts.

--Improve their own interral productivity.

ORGANIZATION AND PROGRAMS
OF THE CENTER

As stated, the center's enabling legislation provides
it with independent agency status. According to the act,
the center is to have a Board of Directors consisting of
not more than 27 persons. The act provides that the Board
shall consist of specified high level Federal officials and
representatives of labor, management, higher education, State
and local governments, and the general public. The Board
members and its chairman are to be appointed by the Presi-
dent, subject to confirmation by the Senate, with tenure
coterminous with the President's. The routine business of
the Board is to be conducted by an executive committee of as
many as seven members, appointed by the chairman. Responsi-
bility for the exercise of all powers and duties of the cen-
ter is vested in an executive director, also appointed by
the President aind subject to Senate confirmation.

After the formation of the center in November 1975, the
President appuvinted Vice President Rockefeller as the first
Board chairman. At that time, the administration also began
the process of s~lecting the center's first Board of Direc-
tors. Administru._ive proceedings delayed the selection proc-
ess, and the full Board was not confirmed until September 30,
1976. (See app. II for a list of the members.) These Board
members had one meeting before their terms expired in January
1977. As of April 1978 the present administration had not
appointed a new chairman or Board of Directors.



The executive committee of the Board narrowed the di-
verse and numerous functions specified for the center by
Pgblic Law 94-136 to the following seven principal objec-
tives:

--Develop and recommend more effective approaches
for improving productivity in the public sector.

--Stimulate and support industry efforts to conduct
programs for industry-wide productivity improve-
nent.

—-Imorove the review, coordination, and integration
of productivity enhancement efforts of other Fed-
eral agencies.

~-Encourage labor-management cooperation to enhance
productivity and the quality of working life (for
which the center established a broad program under
the title of "Human resources, productivity, and
quality of working life").

--Document and recommend policies to satisfy the
Nation's capital investment needs from a pro-
ductivity standpoint.

--Identify and recommend changes in government
requlations which will improve productivity.

--Develop a better understanding of the concept
of productivity and encourage better techniques
for measuring productivity change.

The center's staff and activities were organized with
siv directors, each responsible for one or more of these
objectives and reporting to the executive director. We
evaluated the center's effectiveness by focusing on these
principal objectives.

An unaudited listing of funds expended by the center
in nine major areas during fiscal years 1976 and 1977 fol-
lows.



Percent of funds

Area FY 1376 ~ ~ FY I197:
Human resources 29 27
Capital and technology 5 7
Government requlations 6 7
Public sector--State and

local 25 14
Public sector~-Federal 1 5
Private sector 14 13
Measurement v 10
Communications (dissemi-

nation) 11 11
Administration _9 5

Total 100 100
Total expenditures
(including interagency
transfers) $2.6 million $3.2 million

SCOPE_OF OUR_REVIEW

Because of the substantial role of other Federal agen-
cies in the area of productivity, we decided to extend the
scope of our review from solely that of the center to an
overall assessment of national productivity and the Federal
role regarding it, Specifically, the purpose of this review
and evaluation was to answer the following guestions:

--Is productivity growth still a problem needing
national attention?

--How effective has the center been in meeting
its objectives?

--To what extent should the Federal Government be
involved in stimulating national productivity?

--If the Federal Government should be involved,
what should its role be and where in the Govern-
ment should this role be assigned?

One might assume from the titles of the act and of
the center that equal emphasis is given to productivity
and quality of working life. However, the act itself does
not support this. The "statement of purpose®” in the act
refers exclusively to improving the rate of national pro-
ductivity growth; in fact, there is no mention, per se, of



quality of working life in the assigned functions of the
center. It appears that the subject is treated as only one
of several factorg contributing to productivity improvement.
Therefore, the Primary focus of our evaluaticn was on pro-
ductivity growth and the factors contributing to productivity

improvement.

materials relating to the establishment of the center. We
interviewed center personnel and reviewed policies, guide-
lines, and other available written materials related to

the operation of the center. We also visited 46 State and
local governments that had Productivity improvement effor:s,

We relied heavily on information developed by various
government agencies, private organizations, and individuals
Prominent in the field of productivity.

We developed a questionnaire Survey to determine the
extent to which Productivity is perceived as a problem, the

not the Federal Government can effectively provide assist-
ance in these areas. Three versions of the questionnaire
were sent out: one to private industry, one to State and
local governments, and one to organized labor.

The private sector questionnaires were sent to a ran-
domly selected sample of firms. fThis sample was drawn from
a comprehensive listing of firms classified by Standard In-
dustrial Code numbers, ‘esulting in a sample of 700 busi~
nesses.

The State and local government questionnaires were sent
to

~-=all 50 States,

-~155 municipal governments with populations
exceeding 100,000 (and a random sample of
cities with populations betwe. ~ 25,000 and
100,000), and

-=-59 counties with populations exceeding 500,000
(and a random sample of counties with popula-
tions between 50,000 and 500,000).



Finally, questionnaires were sent to all national labor
unions with memberships exceeding 500. The following table
shows the total number of questionnaires mailed and the re-
sponse rates.

State Municipal National
Private govern- and county labor
sector ment governments unions
Total question-
naires mailed 700 50 812 200
Response rate:
Questionnaire
completed a/42% 40% 39% 33%

Did not feel it
was applicable to
their organiza-

tion 5%
No longer in busi-
ness 3%

2/An additional 6% was received after our analysis was
completed.

Due to time limitations, it was not possible to conduct
standard followup surveys for the State, local, and unicn
sectors as we did for the private sector. This undoubtedly
caused the response rate of the former three to be scmewhat
lower and should be considered in interpreting the data.

We also sent letters of inquiry to former Board mem-
bers of the center and the national commission and to other
selected individuals associated with the center or involved
in productivity and quality of working life concerns.

Whereas this report summarizes our major findings and
conclusions concerning the center and presents general ob-
servations regarding national productivity improvement,
subsequent reports will discuss, in greater detail, factors.
affecting productivity growth and appropriate Federal roles
for improving this growth.
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CHAPTER 2

WHY PRODUCT.VITY IMPROVEMENT IS AN

IMPORTANT NATIONAL CONCERN AND MERITS

FEDERAL INVOLVEMENT

IMPORTANCE OF PRODUCTIVITY
TO THE NATION'S ECONOMY

Productivity--that is, the efficiency with which we use
labor, capital, and other resources to produce goods and
services--is of great importance in achieving the objectives
our society demands. These include a higher standaid of
living, better quality products and services, a clean
environment, and better working conditions.

Productivity improvement needs to be high on the Na~
tion's economic agenda because it is vital to three critical
problems of the economy. First, productivity improvement
is the means by which the American worker gets more for
less, that is, improves his or her standard of living. In-
creasing productivity enables a worker to earn higher real
wages without giving up leisure time in order to support
a higher standard of living. The high standard of living
enjoyed by Americans today is due to sustained productivity
growth over the past century. The potential for a future
increase in our Nation's standard of living will be simi-
larly determined by the extent of changes in productivity.

Second, productivity improvement is useful in lesseniug
inflationary pressures by offsetting the effects of rising
wage rates on unit labor costs and thereby reducing upward
pressures ci prices. In effect:

==Growth in output per staff-hour allows wages and
salaries to be increased without proportional
increases in unit labor costs and the prices of
goods and services.

--More efficient use of energy, materials, and
capital makes it possible to offset the rising
prices of these resources.

Third, productivity improvement is important in
maintaining the long-run competitive position of the Uaited
States in the international economy. A lag in the growth
rate of U.S. manufacturing productivity over the past
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decade is one of the factors that has weakened the ability

of some American industries to compete with foreign producers
both at home and abroad. While fluctuating exchange rates

and sharply rising labor costs abroad have helped the trade
balance, the basic problems associated with a slower growth
rate in output per staff-hour remain. An jincrease in the

rate of productivity improvement could help to safeguard

jobs and attract capital investments from abroad to create
more jobs for American workers and, thus, reduce unemployment.

RECENT TRENDS IN PRODUCTIVITY

Private sector

U.S. productivity, as measured by output per staff-hour,
increased at an average annual rate of 1.6 percent from 1967
to 1977 in the private business economy. This rate of in-
crease is only half that of the 3.2 percent exper ienced
between 1947 and 1967. For the manufacturing sector, the
annual rate of productivity growth between 1967 and 1977
has been only 2.1 percent, compared to about 2.7 percent
between 1947 and 1967,

The depressed rate of growth is also reflected in the
64 separate industry measures published by the Bureau of
Labor Statistics. These measures show that three-fourths of
the 64 industries had lower average annual productivity
gains in the more recent period than in the earlier postwar
years. Some of these industries even experienced significant
productivity declines during recent years. For example, coal
mining has experienced an average annual decline in produc-
tivity of 4.5 percent for the past 5 yecrs.

The most alarming fact, as experts on productivity
agree, is that the depressed rates of the past few years will
probably continue indefinitely without some positive measures
to turn the trend around.

International comparisons

The significance of recent trends is further demonstrated
by comparing U.S. productivity experience to other major in-
dustrial countries. Although overall productivity data is
not available for the economies of foreign countries, the
following graph shows how the rate of manufacturing produc-
tivity growth in the United States compared to that of other
major industrial nations for the period 1966-76.

12
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The increase in U.S. productivity growth was the lowest
of 12 major industrial nations. 1In comparison with the
five major nations shown in the chart, the average annual
rate of increase in the United States between 1966 and 1976
was less than half that of Germany and France and less
than one-third that of Japan.

Such international comparisons are considered suspect by
some because they point out that the United States starts from
a much higher plane and others are "catching up." Actually,
some of the other nations have nearly caught up because of
sustained growth rates two or three times that of the United
States. Of greater importance is that they are sustaining
higher rates of growth in productivity.

IMPEDIMENTS TO PRODUCTIVITY GROWTH

Various experts have studied the data supporting the
trends and have advanced a number of reasons for the per-
formance of the past 10 Years, including the effects of

--ghifts in the industrial composition of the economy,

--changes in labor force composition,

——apparent slowdown in the rate of improvement in the
capital-labor ratio,

13



--slowdown in research and development expenditures,

~-diversion of capital investment to satisfy the
requirements of environmental, health, and safety
regulations,

--stagnation of some industries, and
--changes in worker attitudes toward work.

The Bureau of Labor Statistics appropriately points out
that there is no simple explanation for the decline nor is
there general agreement as to the quantitative impact of
these various factors. Moreover, the Bureau states that it
is difficult to separate the short-term cyclical factors
from the long-term factors. We agree,

However, the trends in three factors which most experts
agree are important for productivity growth~-investment in
capit:.l equipment improvements, development of new technology
through research, and changes in labor force composition--
ha- impacted the rate of productivity growth during the past
fe. ‘ars.

Investment

Investment in capital improvements is considered very
important to productivity growth, yet the U.S. rate of in-
vestment has been growing at a slower pace in recent years.
The Council of Economic Advisers reports that the ratio of
gross capital per hour of lzbor input grew at an annual rate
of 3.1 percent between 1948 and 1966. The rate of growth
fell to 2.8 percent between 1966 and 1973 and since 1973
has upparently fallen to 1.7 percent after adjustment for
cyclical factors.

An even more significant factor, in our opinion, has
been the apparent shift from direct production investments
(in new or improved manufacturing processes) to pollution
control, safety, or health investment. A major business
research organization reports that productive business in-
vestment grew at an average of 3.8 percent per year hatween
1956 and 1966, but less than 1 percent per year between
1966 and 1976. This organization states that investment
in such items as pollution control has more than doubled
in the past decade.

This increase in investment in pollution control,
employee health, and safety, particularly in recent years,
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is costing about 20 percent of the previous annual growth
rate of productivity. This is not to say that such invest-
ments are not prudent, but they dov have an effect on measured
productivity growth. According to Edward Denison in the
January 1978 issue of Survey of Current Business, the annual
increase in output per unit of input by 1975 was being
trimmed by 0.4 percent a year by Government-decreed pollu-
tion, worker health, and worker safety costs. Capital and
labor were being diverted to pollution control, health, and
safety. Although the numbers expressed as percentages sound
small, when 0.4 percent is converted to dollars it equals
about $14 billion.

Research and development

Advances in scientific and technical knowledge,
resulting chiefly from organized research and development,
contribute significantly to long-term productivity growth
through the subsequent application of more efficient equip-
ment and processes. There has been a relative decline in re-
search and development outlays over the past decade, which
will have an impact on the rate of productivity growth in
the decade ahead. For example:

-~Total research and development spendina in 1977 is
estimated by the National Science Foundation at 2.2
percent of the gross national product compared to
3.0 percent in 1964 as shown in the following graph.

Growth in R&D Spending Has Not Kept Pace With
PERCENT OF GNP Increase in GNP Since 1264
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--The United States spends over half of its research
dollars in defense efforts, while the bulk of expen-
ditures by other major industrial nations with better
records has been in nondefense areas.

--In 1975 private industry employed 5 percent fewer
scientists and engineers than it did in 1970.

-=-Ancther confirmation of the erosion of U.S. tech-
nological health is in the fact that U.S. patents
issued to foreign residents increased from 22 to
36 percent of the total issued during the perioed
1968 to 1976.

--Research expenditures by U.S. companies have been
primarily for applied research and development instead
of basic research in recent years. This could spell
even greater problems for the competitive technologi-
cal position of the United States in years to come.

Labor force composition

In addition to the technology and capital investment
factors mentioned above, the change in age-sex composition
of the work force has been cited as one explanation of the
slow growth of productivity in recent years.

New entrants in the labor market tend to be less
productive because they lack experience. Between 1955 and
1977, the number of young people (16-24 years old) in the
work force increased by 130 percent. They now represent 23
percent of the total work force, up from 17 percent in 1964,
as persons born during the baby boom era following World War
II began to enter the labor force.

Additionally, the structure of the labor force has
been modified by increases in the number of women. Again
using the 1955 to 1977 comparison, women now represent 40
percent of total employment, up from 31 percent. The Bureau
of Labor Statistics makes the assumption that earning dif-
ferences are reflective of productivity differences. Since
the expansion of women in the labor market has been largely
in lower paid jobs, they infer a negative impact on pro-
ductivity growth. Discrimination may play a role in these
earning differences, but this is difficult to quantify.

The Bureau of Labor Statistics indicates that the

combined age-sex compositional changes have made a signifi-
cant contribution to the productivity deceleration--causing

16



approximately 12-18 percent of the decline in the produc-
tivity rate.

EFFECTS OF THE DECLINE

According to the 1977 annual report of the National
Center for Productivity, if productivity over the past
10 years had increased at the same 3.2 percent annual
rate of growth of the previous two decades, the output
per hour would have been 11 percent higher in 1977. This
difference would have meant an additional $100 billion in
terms of real GNP at the 1977 employment level. Therefore,
the lag in productivity growth has cost the United States
immensely in lost economic growth.

This lag in productivity growth has also contributed
to high and sustained rates of inflation. A high rate of
productivity growth allows wages and salaries to be in-
creased without propcrtionately raising unit labor costs
and the prices of goods and services. For example, unit
labor costs increased slcwly, averaging 2 or 3 percent per
year between 1950 and 1967, because significant productivity
gains offset compensation increases. However, since 1967
unit labor cost increases have averaged over 5 percent per
year because of a smalle:r offset from productivity gains
as well as an acceleration in the rate of wage increases.
Similar trends can be seen in the rate of inflation, which
averaged 2 or 3 percent annually in the 1950s and early 1960s,
but since 1967 averaged over 5 percent per year. In fact,
in both 1974 and 1975 the inflation rate exceeded 10 percent.

GOVERNMENT PRODUCTIVITY

The productivity trends described and compared above
are the broadest level of aggregation excluding government.
Experts on productivity cannot agree on how or whether gov-
ernment should be included in the overall measures. There-
fore, to date, the broadest level of aggregation for which
we have productivity measures in the private sector excludes
government.

This exclusion becomes more significant as the propor-
tion of the economy represented by government increases.
The gquestion of how productive is government becomes in-
creasingly important.

Measures of Federal Government productivity have been
developed for about two-thirds of total Federal employment,

17



as shown in the following chart. These measures indicate
that Federal productivity has been increasing at about

1.2 percent per year since 1967, or slightly less than the
depressed rates of increase in the private sector. The Fed-
eral Government, however, represents less than 20 percent of
total government employment. The other 80 percent of govern-
ment employees are in State or local governments.

Trend in Output per Employee-Year for the Total Measured Sample, FY 1967-76
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Overall measures of State and local government produc-
tivity have not been developed ilowever, limited studies
which are available indicate that a serious productivity
problem exists in these governments. One study suggests
that 20 to 28 percent of State and local government ex-
penditure growth between 1967 and 1976 was due to low pro-
ductivity. Comparisons between individual State and local
governments providing the same services show psoductivity
differences of as much as 560 percent.. Also, comparisons
between State and local governments and private companies
performing the same services show government productivity
generally to be lower.

A few State and local governments have initiated pro-
ductivity improvement programs and have achieved substantial
improvements in performance. These few instances indicate
an excellent potential for improvement in other State and
local governments.
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NON-FEDERAL PRODUCTIVITY PROGRAMS
IN THE PRIVATE AND PUBLIC SECTORS

In the last several years a number of private nonprofit
organizations have been established to deal with various as-
pects of productivity in both the public and private sectors.
These efforts were initiated and supported by various sources
and sectors of the economy, including Federal and State gov-
ernments, universities, private funding institutions, corpor-
ations, national associations, unions, and public interest
groups.

Productivity organizations in
the private sector

The chart on the next page lists some of these existing
efforts. Two of the major national efforts in the private sec-

tor are the Work in America Institute and the American Produc-
tivity Center.

The Work in America Institute is a nonprofit organiza-
tion with an objective of improving the worklife and the
nature and organization of work as a means of bettering per-
formance, productivity, and the quality of life. Their
activities include a clearinghouse, a technical assistance
program, education, and training (including sponsoring con-
ferences and seminars).

The American Productivity Center is also a nonprofit
institution dedicated to improving productivity and quality
of working life. The center is organized along seven areas of
concentration~-awareness, information, appraisal, company pro-
ductivity programs, measurement, individual/organization rela-
tionships, and techniques. 1Its products will include seminars,
publications, and advisory services.
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Productivity programs in
the public sector

In the public scctor, efforts to improve productivity
have been initiated by national associations and public
interest groups as well as individual State goveraments.
Two of the major national efforts are the International
City Management Association's Productivity Program and
Public Technology, Inc.

The International City Management Association has
published several documents on productivity. The Jurisdic-
tional Guide to Productivity Improvement Projects, originally
developed under contract with the National Commission on Pro-
ductivity, is arn abstract of over 400 productivity-related
projects implemented by various local governments. The as-
sociation evaluates management studies as part of its local
government management innovation transfer project, funded
by the National Science Foundation. With National Training
and Development Service, the association is developing a
comprehensive productivity improvement training package.

Most of the association's conferences include sections on
productivity in maanagement.

Public Technology, Inc., is a public interest organiza-
tion established in 1971 by the major associations represent-
ing general State and local governments tn encourage the use
of new technology to solve governmental problems. One
hundred and ten cities and counties currently subscribe to
its services, which include articulation of State and local
technology needs, development and testing of new products
and systems, and distribution of information and onsite
technical assistance needed to help State and local govern-
ments implement new technology. Projects include productiv-
ity improvement and new management systems.

Some States offer assistance to their local governments
in general management through State agencies, such as De-
partments of Community Affairs. The Wisconsin Department
of Local Affairs and Development established a management
services staff in 1974 which assists local productivity
efforts.

In other States, State productivity centers have been
established, usually under academic auspices. These include:

~=Utah Center for Productivity and Quality of Working

Life, which sponsors conferences and provides some
technical assistance.
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-=-Arizona Productivity Institute, formed in 1975 as
part of Arizona State University.

--Georgia Productivity Center, which performs reimburs-
able technical assistance and training.

It should be noted that these efforts are small in comparison
with the potential demand for services in State and local
governments. '

FEDERAL ACTIVITIES AFFECTING
PRODUCTIVITY GROWTH

The Federal Government already plays a significant role
that has a pervasive impact on the Nation's productivity,
both directly through ongoing programs administered by in-
dividual agencies, and indirectly through taxes, subsidies,
regulations, fiscal policies, etc.

Federal programs affectin
productivity indirectly

The "“ederal Government has an indirect impact on national
productivity by

~-setting pricing policies in regulated industries,
such as transportation, power, and communications,

--establishing fiscal and monetary policies that
alter demand, supply, investment, and income
distribution,

--establishing tax laws which affect investments
in productivity-enhancing enterprises,

—--setting standards for quality of output (e.qg.,
drugs, food, and environmental pollution),

--regulating quality and quantity of input (e.g.,
through equal opportunity laws or occupational
safety and health laws),

~-providing loan programs and loan guarantees,

--setting antitrust laws,

-~establishing policies of the patent system, and

--defining the general social and economic context
in which the business enterprise must operate.
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Federal programs affecting
productivity directly

The center, in its 1976 annual report, surveyed 50
agencies and reported obligations in fiscal year 1976
amounting to $933 million on projects which are related
directly to national productivity growth. This amount
reportedly represented an 86-percent increase and a 27-

percent increase over fiscal years 1974 and 1975,
respectively.

These costs are incurred for numerous programs spon-
sored . Federal agencies which provide research and devel-
oprent, information and assistance, and capital related to
various aspects of productivity improvement.

Some Federal agencies, like the Department of Agricul-
ture, conduct research to provide knowledge and technology
to particular industries, such as farming; some, such as the
National Science Foundation, support research through grants;
others, such as the Small Business Administration, provide
loans to heip finance plant construction and acquire equip-
ment; and still others, like the Department of Commerce,
provide information and assistance related to particular
aspects of productivity.

According to the center's analysis of the “iscal year
1976 obligations:

-~About 85 percent can be classified as suppor 1ing
improved technology, largely research and develop~
ment and dissemination of new technical knowledge.

-~=About 9 percent was directed toward programs for
managerial and organizational improvements.

--Abon* 5 percent was spent on projects aimed at im-
proving labor productivity, such as skill training,
z¢eater worker mobility, job security, and labor-
management cooperation.

Examples of direct support of private sector productiv-
ity include:

--Seed money made available by the Department of Defense
to provide manufacturers the know-how to translate
findings resulting from research and development
projects into full production. Over $90 million was
invested in fiscal year 1976.
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~-National Science Foundation invested $3.8 million
to improve manufacturing processes.

--$27.6 million was spent to improve electric power
technology. The Federal Energy Administration
and the Energy Research and Development Administra-~
tion committed significant sums to this effort.

There are many other Federal programs and agencies
which sponsor technical and financial assistance programs
for either central management or functional area manage~
ment impiovement at the Scate and local level. An OMB
study published in 1975 found that most of the $512 millioa
of ked2ral management assistance available for State and
local governments in fiscal year 1974 was oriented to
functional areas (such as law enforcement and health),
with less than $7¢ million available for general management
needs. A 1977 study by the staff of the President's Federal
personn:l management project indicated that the amount of
Federal program funds available for general management pur-
poses has remained essentially unchanged from 1975 general
management expenditures.

Although there is no single recogrized Federal program
providing general management assistance for State and local
governments, there are several significant Federal programs
that have provided research, demonstration grants, and
direct furding for State and local managers interested in
productivity. Primary among those programs are:

--Civil Service Commission's Intergovernmental Person-
nel Program. The Commission reports that 15 percent
of all grants are awarded for productivity projects.
This amounted to $3 million of their $20 million
fiscal year 1978 budget.

~-Department of Housing and Urban Development's
Office of Policy Development and Research. This
office develops programs to increase the capacity
of State and local managers to promote the
effectiveness of Federal urban policy programs,
including the funding of innovative productivity
projects in local governments. The fiscal year
1978 budget for these programs is $2.5 million.

--Natioral Science Foundation provides funds for re-
search to develop means of measuring the efficiency
and equity of public service delivery systems.

It also provides funds for a series of programs



to integrate science and technology research
into State and local policy planning and program
execution activities. We estimate fiscal year
1978 funding for these efforts to be at least
$8.5 million.

CUTLOOK FOR _THE FUTURE

Looking ahead to the 1980s, a higher rate of productiv-
ity growth will be even more important than in the past to
achieving higher living standards. As consumers we want
more goods and services, better living, improved hezlth,
and more education for more of our people. Our national
objectives include cleaner rivers and lakes, pollution-free
air, and cities with public amenities. At the same time
the American people want to enjoy longer vacations and
holidays and earlier retirement.

If the labor force grows more slowly in the 1980s than
in the 1970s, as is expected, and the ratio of employment
to population remains constant, then the extent that we can
achieve greater output per capita and more Jeisure at the
same time will depend on producing more per hour worked.

A higher rate of productivity is also helpful in
mitigating inflationary pressures. Increases in productive
efficiency make it possible to save costs of labor, materials,
enerqgy, and capital input per unit of output. Accordingly,
hourly wages and input prices can rise without generating
undue inflationary pressuva2s. Efforts to encourzge pro-
ductivity improvements ar: a useful element of a program
designed to reduce inflation without imposing wage and
price controls.

Finally, th:e prospect that U.S. productivity will con-
tinue to grow more slowly than that of other major nations
gives rise to concern over our competitiveness in world
markets. In recent dezades, American industry nas been
able to meet foreign competition without protective trade
barriers. Productivity growth played a role in achieving
this. However, as some industries have begun to face stif-
fer foreign competition, they have requested restrictions
on imports.

The iz:vel of productivity in U.S. manufacturing re-
mains higher than that of its trading partners, but the
gap is being narrowed as other jndustrial nations modernize
their technology and management. A higher rate of produc-
tivity growth could improve the competitiveness of American
goods and help reduce trade deficits.
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The President's Council of Economic Advisers considers
the slowdown in productivity to be one of the most signifi-
cant economic problemes facing this Nation. A higher rate
of productivity growth in the decadz ahead will provide
opportunities for expanding the productive capacity of the
economy at a time when private and public demands on the
Nation's resources are expanding at a rapid rate. It is es-
sential tc achieving a more stable, less inflationary economy
in which the real incomes of all groups in the economy can
rise without one group taking income from another. It offers
a more sound and sure basis for international competition
in a rapidly developing world economy. In our opinion, the
need for an integrated Federal effort that would provide
for stronger leadership of the diverse array of Federal pro-
grams and policies is more important than ever before.

NEED FOR A NATIONAL PRODUCTIVITY PROGRAM

The factors and Federal policies and programs which
have inhibited our productivity growth are complex, and
the actions needed to improve the rate of grocwth are only
partially understood. However, at least one thing is clear:
We can no longer afford to let productivity "take care of
itself."” This principle is recognized by every other in-
dustrial naticn--all of which understand the critical role
of productivity in meeting their national objectives and
all of which have had extensive national programs to promote
productivity growth for many years. These countries have
found ways to achieve close harmony among government, indus-
try, and academia in attacking productivity problems. 1In
the United States, by contrast, many perceive an almost
adversary relationship among these elements. As a result
there is no institutionalized attack in this country on
productivity problems.

To summarize, productivity improvement is a problem
that merits national attention and informed action. The
many efforts now underway in the private sector and in State
and local governmen%s are worthwhile and deserve support and
encouragement. However, these efforts in themselves are not
adequate. We need a Federal program because only the Federal
Goverrment has the breadth of authority to bring about some
of the changes that are needed to correct the downward trend
and produce larger increases in productivity in future years.
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CHAPTER 3

AN ASSESSMENT OF THE CENTER'S ACCOMPLISHMENTS

IN RELATION TO ASSIGNED RESPONSIBILITIES

The center's accomplishments have been modest given the
rnagnitude of the goals set forth by its authorizing legisla-
tion, or even in comparison to the more limited responsibili-
ties adopted by the executive committee of the center's Board
of Directors. Our evaluation of the center was based on a
comparison of its accomplishments against each of the seven
objectives set forth by its executive committee. The center's
objectives were not expressed in terms that facilitate mea-
suring success or failure. Consequently, assessments of its
accomplishments must be somewhat judgmental. Our assessments
were based on interviews with involved agency personnel, in-
dustry representatives, State and local officials, and experts
in productivity. We also utilized the results from three
questionnaires sent to businesses, State and local governments,
and labor unions.

DEVELOP MORE EFFECTIVE APPRCACHES FOR
IMPROVING PRODUCTIVITY IN THE PUBLIC SECTOR

The approaches taken to solve productivity problems in
the public sector are much the same at all levels of govern-
ment, but the mechanisms for dealing with them are different
at the Federal than they are at the State and local levels.
Because of these differences, the two levels are discussed
separately below.

Center's efforts for improving productivity
at the Federal level

Under the act which established the center, one of its
objectives is to improve the productivity of the Federal work
force. The act also places a resporsibility both on Federal
agencies to develop programs to improve their own productivity
and on the center to assist them in carrying out this assign-
ment.

The center's efforts in improving Federal productivity
have been linited to (1) issuing an annual call for the
measurement data needed by the Bureau of Labor Statistics
to construct overall Federal productivity measures, (2) re-
porting productivity data to the President and the Congress
in its annual report, and (3) awarding a consultant con-
tract for conducting productivity workshops. (The center
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reports .that the workshops were intended to demonstrate

an approach and thus engender support, but they have re-
ceived little attention from OMB.) The two functional work-
shops held have been termed very successful by center person-
nel responsible for them. This conclusion was based on feed-
back received from Federal managers attending the workshops.

In our discussions with agency officiils we found that
the activities of the center had little effect in encouraging
them to increase their efforts to measure productivity or to
use productivity measurement data as a management tool.

These officials told us that to increase concern about
productivity in the agencies would have required a central
manager that would:

--Be a catalyst for improving productivity throughout
the Federal Government.

--Ensure that productivity data was used in the budget
process.

--Provide technical assistance.

As we indicated, the center accomplished only a small
part of these roles that agency managers considered'necessary.

Center's efforts for improving
productivity at the State and

local level

The act creating the center also provided that it
develop and recommend more effective approaches for improving
productivity in the State and local sector of the economy.
initially the center's predecessor, the National Commis-
sion on Productivity, was an effective force in focusing na-
tional attention on the productivity problem of State and
local governments. Its earlier efforts helped stimulate the
involvement of key State and local interest groups in the
problem. For example, the commission's leadership was im-
portant in the development of the International City Manage-
ment Association's local government productivity program.

The center continued to sponsor research, demonstration,
and information dissemination. More recently, however, pro-
ductivity has become part of the agendas of many other Fed-
eral agencies and public interest groups. As a result;, the
center's work has often been overshadowed by these other ef-
forts, initiated without its direct leadership or involvement.
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For example, the National League of Cities recently proposed
a project to develop a comprehensive model for cities to

use in analyzing worker tasks. In this instance the project
proposal was presented to the National Science Foundation
for funding without any prior consultation with the center.

Many of the center's efforts to improve State and local
Productivity have focused on indirect activities, such as
sponsoring research and demonstration and promoting interest
at the national level. It nevertheless made some limited
direct efforts through the widespread distribution -of publi-
cations to State and local officials. However, publications
alone on such a complex issue as productivity do not seem to
significantly influence State and local productivity efforts.

In spite of a proliferation of Federal and non-Federal
activities in this area, the center itself had insufficient
resources and leverage needed to take a leadership role and
coordinate other Federal agencies. The center's staff has
participated in the review process and on advisory panels
of those Federal agencies having programs to improve State
and local productivity. However, most Federal program offi-
cials told us that their efforts were initiated without the
benefit of center involvement. We conclude, therefore, that
the center has not been able to serve as a Federal broker
to help interested State and local qovernments obtain Fecderal
assistance or deal with other Federal programs that impact
on State and local management and productivity.

In summary, the earlier work of the center (and its
predecessor) was an effective catalyst in State and local
government productivity improvement activities. However,
now that many Federal and non-Federal organizations are in-
volved in State and local productivity efforts, the center's
effectiveness as a catalyst and leader in the area has dimin-
ished.

STIMULATE AND SUPPORT INDUSTRY
EFFORTS TO IMPROVE PRODUCTIVITY

The center's legislation directed it to carry out its
responsibilities in the private sector by soliciting partici-
pation of labor organizations, associations, business enter-
prises, educational institutions, and research centers. These
responsibilities greatly exceeded the center's resources, and,
therefore, its projects had to be selectively chosen based
on size, existence of productivity problems, and relevance to
an anti-inflation program.
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In an attempt to bring about concrete and practical im-
provements in productivity, the center, and its predecessor,
aimed at stimulating and supporting industry-wide efforts
as opposed to individual company efforts. These broader ef-
forts were focused on systemic barriers to change, that is,
barriers that no one firm could overcome by itself. The
center, and its predecessor, selected specific problems in
the food, health care, railroad, construction, mining, and
airline industries for direct involvement. 1In each case,
productivity improvement required the cooperation of two
or more organizations. The general approach followed by
the center was to conduct studies to identify opportunities
to improve productivity, bring the concerned parties together
to develop a plan of action they could all agree on, and
then stimulate them to put the plan into practice.

After we started our evaluation, the center began an
effort in the apparel industry aimed primarily at improving
industry productivity through the formation of a labor-
management group. Work is also underway in the construction
and mining industries. Because of their late starts, we were
unable to assess these efforts in our evaluation.

The center's predecessor proved, however, that such an
organization could be an effective catalyst in the private
sector in the areas of health care and food distribution. 1In
health care, the commission is credited as having successfully
acted as a catalyst in establishing the Texas Hospital Asso-
ciation's statewide productivity center, which resulted in
saving an estimated $96 million in hospital costs. Par- .
ticipants in a successful food distribution effort that united
railroads, growers, food chains, and unions to reduce delays
in shipping perishables from California and Arizona to eastern
markets generally credit the commission with the effort's
success.

We did indepth evaluations of the center's work in two
industry studies--a followup effort in the food area and a
new start in airlines. The center's followup work in the
food industry study was guided by a task force on food dis-
tribution that aimed at identifying and analyzing bottlenecks
in distribution and then identifying proposals to eliminate
them. 1Its work toward this end consisted of sponsoring con-
ferences and funding projects.

We reviewed center projects in food distribution and
found their success limited. Three efforts were either
shelved or abandoned primarily because of lack of support
from the industry or labor unions. In another effort, the
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project was completed but the study failed to attract needed
industry financial support. Our interviews with food indus-
try and government officials indicate that the center's work
has not been successful in developing efforts to eliminate
productivity-inhibiting problems in food distribution. Con-
tributing to its ineffectiveness was the center's inability
to attract industry, labor, and government support for its
projects.

The center's work in airlines was also guided by an
industry task force. This task force generated two topics
for center work: industry accounting practices and the air
traffic control system. Consultants supported the center's
efforts in these areas and provided two preliminary repo.ts.
The task force, however, sponsored neither of the reports
and was disbanded in 1977.

The center's predecessor, the commission, concentrated
on its role as catalyst and, as explained above, had some
successes. They were able to bring together labor, manage-
ment, and government, who collectively worked out solutions
to productivity~inhibiting problems. The center, on the other
hand, concentrated on indepth studies which our evaluation
showed had little impact. We believe the center would have
been more effective if it had continued its catalyst role.

COORDINATE PRODUCTIVITY-ENHANCING
EFFORTS OF FEDERAL AGENCIES

The act clearly describes the center's responsibilities
in coordinating the efforts of Federal agencies to improve
productivity. The center was responsible for (1) accounting
for all funds obligated or expended by agencies to improve
productivity, (2) assessing the extent to which these
funds have furthered the policies of the center, and (3)
recommending how these can better be coordinated. The act
also gives Federal agencies a responsibility to assist the
center by keeping it informed on their programs and policies
to improve productivity. Most Federal agency officials we
interviewed believe that the center has not had the necessary
resources to carry out its designated role.

The center's efforts to carry out these responsibilities
for coordinating Federal agency activities and expenditures
have been primarily of a factfinding nature. The center made
a survey to determine the amounts Federal agencies were spend-
ing and for what, but it neither assessed the extent the ex-
penditures had furthered its policies nor made recommendations
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on how these activities might be better coordinated. Also,
agencies f>r the most part bhave not fulfilled their respon-
sibility of keeping the center informed of their productivity
activities.

On the positive side, the center invited agency offi-
cials to meetings and conferences in order to encourage Fed-
eral interest in public and private sector productivity im-
provement projects. It also helped establish labor-management
committees and attempted to coordinate communications between
the Federal Mediation and Conciliation Service and State
employmert services.

ENCCURAGE LABOR~MANAGEMENT
COOPERATION TO ENHANCE PRODUCTIVITY

Efforts to encourage labor-management cooperation were
part of what the center called its human resources program.
The program focused on four major areas: (1) labor-management
cooperation, (2) job security, (3) quality of worklife, and
(4) education and training. These areas were specified in
Public Law 94-136 as matters within the center's purview and
were also identified by the center's predecessor as being of
primary importance.

The center used three methods to address its responsi-
bilities in these areas; it

--sponsored and conducted workshops and conferences,

--sponsored and developed publications and reports,
and

--provided technical and other assistance.

Within these four areas, the center has concentrated
on ways to improve labor-management cooperation, where it
spent over half of its human resource budget. The center
has been successful as a catalyst in the establishment of
a number of labor-management committees. For example, center
personnel helped organize joint labor-management councils
among civilian employees at four defense installations. Also,
the center has assisted and cosponsored 12 workshops and con-
ferences which have addressed, in part, the subject of labor-
management cooperation. These sessions offered management
and labor leaders the opportunity to learn by interaction
with experienced practitioners.
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The center also developed two "how to" guides for forming
labor-management committees. Along with these, the center
has updated a directory of labor-management committees.

In the area of job security, the center has provided
information on practices in personnel planning and retrain-
ing. Through several of their sponsored workshops and con-
ferences, forums for discussion of the issues have been
provided. In addition, the center has sponsored two publica-
tions specifically concerned with job security.

The center's efforts to stimulate quality of working
life activity were through several of the workshops and
conferences they have acsisted and cosponsored and through
its support for the initiation of a number of State-centered
quality of working life programs. The center takes credit
for helping establish three quality of working life programs--
at Utah State University, University of Maryland, and in
Massachusetts.

Center activities directed specifically at improving
the education and training of the work force have been
limited. Recent initiatives have involved assistance to re-
view Federal education and training programs and to develop
a business productivity course for the community college
level.

In summary, most of the center's emphasis in its human
resource program has been on labor-management cooperation,
specifically, the establishment of joint labor-management
committees &s a vehicle to productivity and quality of work-
ing life improvement. The center functioned effectively as
a catalyst in the formation of a number of such committees,
but its performance in promoting quality of working life,
job security, and education and training was more limited.

Outside of the basic framework of the human resources
program, the center was assigned the function of studying
jointly with the Civil Secrvice Commission the impact of
Federal personnel policies, statutes, and regulations af-
fecting both the productivity of Federal agencies and the
quality of working life of Federal employees. Specific ac-
tions have not been taken by the center to carry out this
responsibility.

DOCUMENT AND RECOMMEND POLICIES TO SATISFY
THE NATION'S CAPITAL INVESTMENT NEEDS

Another of the center's responsibilities was to
document and recommend policies to satisfy the Nation's
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capital investment needs. Due to a number of problems which
the center could not completely control, very little was
done in the areas of capital and technology development.

In an effort to fulfill its mandate, the center set up
a committee on capital and technology which met three times
in 1976. It was to develop policy recommendations to be
presented to the President, the Congress, and the public and
to exert its efforts toward implementing these recommenda-
tions.

The committee's three sessions, however, resulted only
in enumerating and discussing national problems pertaining to
(1) the availability of capital for expansion and moderniza~
tion, (2) the impact of capital on employment and the standard
of living, (3) the impact of capital on research and develop-
ment, and (4) the combined impact of capital and technology
on productivity and economic growth.

Although the center's, and its predecessor's, annual
reports for 1974 through 1977 described various problems
in the areas of capital and technology, they made no recom-
mendations for specific actions.

As with the center's Board of Directors, no committee
on capital and technology now exists to carry on. However,
by the end of fiscal year 1977, the center had developed and
contracted for a number of projects for study and research.
Unfortunately, none of these projects had progressed far
enough to evaluate the results satisfactorily,

RECOMMEND CHANGES IN GOVERNMENT REGULATIONS
WHICH WILL IMPROVE PRODUCTIVITY

The center is directed by Public Law 94-136 to identify,
study, and review government regulations which adversely af-
fect productivity growth. Based on this review, it is to
recommend to the President, the Congress, and the appropriate
agencies and departments of the Federal, State, and local
governments any legislation and revisions of regulations
necessary to remove adverse effects on productivity. As in
other areas, the center has attempted to do this by contrac-
ting for studies and sponsoring conferences and workshops.

The center has made no recommendations for revising
specific laws or requlations adversely affecting productivity.
However, its efforts have resulted in some understanding of
the relationships between regulatory behavior and productiv-
ity. This was accomplished by funding several studies and

34



bringing interested parties together to discuss regulation-
related productivity problems.

In our opinion, the center has not made a significant
contribution to changing regulations that impede productivity,
but this should nz* come as a surprise. Regulatory reform
has proven difficult to achieve, and more formidable organiza-
tions than the center have met with little success..

ENCOURAGE UNDERSTANDING AND
THE USE OF PRODUCTIVITY MEASURES

In establishing the center, the Congress recognized the
importance of measurement. The act charged the center to en-
courage research in the development of accurate and reliable
techniques for evaluating changes in productivity.

The center recognized the need for research on the
measurement techniques now being used and initiated an over-
all evaluation of the system of measuring productivity. It
sponsored an overall evaluation by a National Academy of
Sciences panel of experts on productivity measurement.

These experts are studying the strengths and weaknesses
of the present measures.

Some of the questions being considered by the panel
include:

--Whether better measures of output can be derived.
--Whether input measures can be made more accurate.

--Whether government should be included in the present
overall economy measures.,

Since this study is not due to be completed until the fall
of 1978, any evaluation by us at the present time would be
premature.

COLLECT AND DISSEMINATE
PRODUCTIVITY INFORMATION

Another objective of the center, although not a major
one selected by its Board, was to collect and disseminate
information on productivity enhancement. The center es-
tablished a clearinghouse for distributing productivity-
enhancing information, but it was nct very effective in
reaching wide audiences. It did succeed in specific areas
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(such as State and local governments) in increasing, to a
limited extent, the amount of information available.

Federal agency and department officials with whom we
have discussed the operation of the center's clearinghouse
felt that it was not meeting the needs of the public and pri-
vate sectors of the economy in adequately providing produc~
tivity information. They believed that the reason for this
was that the clearinghouse lacked resources, infrastructure,
and sufficient authority to carry out the mission called for
in Public Law 94-136.

Further, the center did not attempt to take advantage of
the other sources of productivity information inside and out-
side of government. These sources could hava been used to
develop a productivity information network.
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CHAPTER 4

WHY THE CENTER'S ACCOMPLISHMENTS

WERE LIMITED

The previous chapter described the center's limited
success in accomplishing its legislative objectives and also
the more limited goals set forth by the executive committee
of its Board of Directors. Our evaluation of the center and
its activities indicates that three basic problems are respon-
sible for the its limited success. The first two problems--
the lack of Presidential, congressional, and agency support
and commitment and the center's inadequate authority and
resources~--were not under the direct control of the center
and constituted significant roadblocks to its operations.
The third problem involved internal inadequacies and, as
such, was a directly controllable problem.

LACK OF SUPPORT FOR _THE CENTER

In our opinion the center could not be expected to
effectively fulfill its legislative responsibilities without
a hig. level of support from the administration, Federal
agencies, and the Congress. The term "support" is used
here to mean not only financial backing, but concern about
the center's activities and the taking of positive actions
to help get+ its programs accepted. Because this support was
lacking, the cent=>r was not in the mainstream of Federal
policy formulaticr 31d decisionmaking and, therefore, its
influence and ab.. ..7 to get things done was impaired.

In our test:mu:y in 1974 and 1975 on proposed productiv~
ity legislation, w.: nphasized the requirements for this
support. We indicaced the need for

--a stronger commitment by the Congress and executive
branch on the issue of productivity,

--an independent organization with direct and authorita-
tive access to OMB, to the Council of Economic Advi-
sers, and to the heads of principal agencies concerned,
and

--an executive director at executive level III, in order
to give the incumbent adequate status.

During its first 2 years, the level of support provided
to the center by both the administration and the Congress has

37



been far from what we recommendel. As discussed earlier,

the legislation required the ceater to achieve results in

many diverse areas. While each area is important in improv-
ing the Nation's productivity, the center's direct ability

to deal well with any one of them hac »een beyond its capabil-
ity. It has been unable to engender zcceptance as the Federal
focal point for the U.S. productivity effort.

Early in the first year of operation, administration
support existed when the President appointed Vice President
Rockefeller as the center's first Board chairman. The Vice
President's strong interest in productivity provided
credibility to the center's early activities and a channel
for access to other Federal agencies when necessary. The
Board of Directors also was expected to p.ovide credibility
to the center's efforts through its policy guidance. The
Board members were to help mobilize their own organizations
and provide assistance in center interactions with business,
labor, State and local governments, and Federal departments
and agencies.

Unfortunately, the center’'s first full Board was not
appointed and confirmed until October 1976, 10 months after
it began operation. This delay was caused by the need for
full financial disclosure and a background investigation
of each nominee. Since the Board members serve a term
coterminous with the President, the Board was dissolved
in January 1977 after meeting only once.

Another key to success of the center's efforts is OMB.
OMB cooperation is necessary for carrying out some of the
center's legislated functions, 1acluding making recommenda-
tions to alter Federal laws that impede productivity, promot-
ing internal Federal productivity, and coordinating Federal
productivity efforts. According to center officials, OMB
support for center activities was essentially nonexistent.
OMB issued one memorandum concerning the center and that
dealt almost exclusively with internal Federal productivity.
In addition, UMB provided no assistance to the center in
carrying out its responsibility to account for all funds
expended by Federal agencies to improve productivity growth.

The current administration has to date neither ap-
pointed a new Board of Directors nor named a chairman. The
absence of a Board of Directors reduced the center's leader-
ship ability and significantly reduced its capability in
national affairs.
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Federal agencies alsc had a role in supporting the
center's efforts. In our interviews with agency personnel,
we found in most cases that these agencies did not fulfill
their legislated requirement of keeping the centur informed
of their productivity activities and have had little, if any,
contact with the center.

INADEQUATE AUTHORITY AND RESOURCES

Another reason why the center was not more successful
was that it d4id not have enough authority or sufficient
funds for the job it had been assigned.

As we have stated, the center wvas assigned a large number
of responsibilities in the area of productivity. These re-
sponsibilities involve 15 functions, which range from coordi-
nating all productivity-related activities of ‘ederal agen-
cies to a study of government statutes, regulations, and
fiscal policies adversely affecting productivity growth.
However, the specific powers authorized to the center to
carry out these responsibilities are limited to administra-
tive functions, such as entering into contracts and making
recommendations to the President and the Congress. In fact,
during the House of Representatives debate on the legislation,
ore of the sponsors of the bill stressed that the bill was
written so that the center had no power and could do nothing
but advise and comment.

In our opinion, this limited authority and power is not
sufficient to carry out the assigned functions. For example,
total cooperation of Federal agencies is needed to fulfill
many of the functions. Without support and backing for the
center by the President, however, it is not realistic to ex-
pect such cooperation, especially regarding decisions about
agency activities and allocation of resources. In addition,
since the executive director is comparable to the level of
most assistant secretaries, we believe it was even more
difficult for the center to deal with heads of departments
and agencies.

The financial resources allocated to the center to carry
out its assigned functions have also caused problems for it.
In March 1975, when proposed productivity legislation was
being considered by the Senate Committee on Government Opera-
tions (now Governmental Affairs), the two proposed produc-
tivity bills included $70 million and $65 million, to be ex-
pended by the center over a 5-year period. One bill proposed
authorizations starting at $5 million annually and rising to

$20 million, while the other proposed legislation recommended
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first-year funding of $20 million. 1In his testimony on the
bills, the Comptroller General recommended first-year funding
of at least $10 million to cover startup costs and initial
contract efforts. Public Law 94-136, however, provides for

a total 3-year authorization of $16.25 million: $6.25 mil-
lion for fiscal ye: - 1976 (including the transition quarter),
$5 million for 197  and $5 million for 1978. In our opinion,
this level of funding is inconsistent with the mandat: oiven
to the center.

Although the Congress authorized $16.25 million for the
center's 3-year life, only $8.15 million has been appropriated
for the entire period. The following table describes the
President's requests and the final appropriations made by the
Cengress.

President's

request Appropriation
(millions) (millions)
FY 76 (including
transition quarter) $ 2.75 $2.5
FY 77 5.0 2.75
FY 78 a/ 2.9 2.9
Total $10.65 $8.15
e

a/Revised by the current administration from $5 million.

The financial resources available to the center limited
the types of activities it undertook in trying to carry out
all aspeccs of the legislation. Consequently, progress to-
ward meeting the ambitious goals of the act is not apparent.
How well the center would have performed with funds more con-
sistent with its mandate or by focusing its limited resources
on fewer activities, can only be a matter of speculation.

INTERNAL MANAGEMENT PROBLEMS

The overall effectiveness of the center has also been
hindered by certain internal management problems. The prob-
lems fall into two areas--staffing and planning and evalua-
tion. 1In our opinion, these problems, while of concern, did
not have as great an impact on the operation of the center
as did the lack of support and authority.
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Staffing

The work of the center primarily revolves around six
program directors who report directly to the center's execu-
tive director and are responsible for the majority of the
center's professional staff. The program directors' duties
include maintaining awareness of productivity activities
in their areas, designing programs, determining whether other
organizations are better equipped to do their work, and ob-
taining funding from other agencies and organizations. The:.e
individuals are the key to the center's success. As we statcd
in our 1975 testimony on the productivity legislation:

"First year funds must be adequate to build a
high quality professional gtaff. Without such
a foundation of staff expertise, only limited
progress can be made in launching programs of
the scope and complexity envisioned in these
bills."

Although we did not assess the competency of each program
director, our review did point out that some members of the
center's staff did not meet the criteria we proposed in our
testimony. We found that some center program directors had
no prior experience in their assigned program areas. Over
time this problem might dissolve with experience gained ty
each of these professionals. The center, however, given its
3-year life, did not have the time to build such staff
experience in complex areas.

Planning and evaluation

Because of its limited financial resources and broad
responsibilities, it was critical for the center to have
adequate planning and evaluation mechanisms to get maximum
results.

Our assessment of these functions indicates:

--Planning mechanisms were inadequate. Until recently
the center has had no formal planning process to
guide the overall organization and set priorities
for activities in program areas.

--Criteria used for selecting areas of study with

certain programs did not identify those with the
greatest probability for success.
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--Program and project evaluation was absent. Our
review of a group of selected center programs
indicates that generally the center did little
formal evaluation of its programs, individual
projecte, and contracts within these programs
to determine their effectiveness.

SUMMARY

Most of the same basic functions ccntained in Public
Law 94-136 had long been assigned to agencies throughout
the Federal Government prior to the creation of the center.
It is not surprising that the center has been unable to do
in its short lifetime what other more established agencies
have been equally unsuccessful in doing over many years.
On the contrary, we believe that greater success by the
center, with its small staff, insufficient budget, and, at
best, lukewarm support from both the Congress and the admin-
istration, would have been surprising.

Further, it should be recognized that it has taken as
long as 20 years for productivity centers in other industrial
nations to establish government and private sector support.
The U.S. center has had support from neither sector.

Under these circumstances, it seems that performance along
the broad front of all the center's functions could not be
expected. If anything, the center could be faulted for trying
to address too much with a staff too small and inexperienced
and with too little support.

We cannot conclude definitely whether an organization,
even properly supported, staffed, and directed, could make
the kinds of contributions to U.S. productivity that are
needed. We do believe, however, that based on the experi-
ences of other nations, a fully supported center, with
modifications derived from the lessons learned, would be an
effective instrument in improving the Nation's rate of pro-
ductivity growth.
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CHAPTER 5

CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

It seems clear to us that the decline in the rate of
productivity improvement in the United States is & major
national problem and deserves greater attention by both the
private and public sectors of the economy. We also believe
that the Federal Government can make a major contribution
to improved productivity in all sectors because it alone
has the breadth of authority and concern to deal with issues
on a national basis. Therefore, we believe the Government
should increase its efforts to help solve this problem
with an integrated national productivity plan.

Although we believe that the Federal Government should
increase its efforts to establish a viable program to improve
productivity in the United States, the National Center for
Productivity and Quality of Working Life, given the low level
of support which it has received, has little prospect of meet-
ing the objectives set out in the statute which created it.
The center has been underfunded; it has had mixed support
from the last two administrations; and it has been operating
without a Board of Directors to guide its staff. Under these
conditions, it is not surprising that the center's accomplish-
ments are as limited as they are. As the center is presently
constituted, we do not believe that it should be continued.

Tt is simply too weak to deal with the productivity problem,
and its existence may lead many to believe that the Federal
Government is doing all that is necessary for productivity
inprovement, when this is not the case.

If the center is to be continued, it shouvld be recon-
stituted so as to limit its functions to private sector
productivity. A separate organization with proper support
from the administration and adequate funding would be the
mos: desirable type of organization to deal with problems
of private sector productivity.

Since the needs and incentive structures of public and
private sector organizations are so different, public pro-
ductivity efforts should be separate from those of the
private sector. 1In our opinion, public sector productivity
can best be handled by existing agencies, with the Steate and
local productivity improvement effort administered through
the Federal grants program and the internal Federal Goverr-
ment effort lodged in an agency that has central management
responsibilities.
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Just prior to releasing this report, we learned that
the President had decided to let the center's authorization
expire at the end of fiscal year 1978, to assign the center's
functions to existing agencies, and to charge the Office of
Management and Budget with formulating the policy and coordi-
nating the activities of the agencies assigned productivity
functions. 1If the President's decision to withdraw support
from the center is not altered, we agree that all of the
center's functions should be assigned to other existing
agencies. Several agencies have the interest and managerial
support to carry out a part of the necessary functions more
effectively than an underfunded, independent agency with
no support from the administration.

Regardless of whether or not the center is continued,
there remains a need for a national productivity program
plan for harnessing and directing the many activities and
functions of the Federal Government that affect productivity.

RECOMMENDATIONS TO THE CONGRESS

Although we believe an adequately funded and supported
independent center would be best for the private sector pro-
ductivity effort, the President's decision not to continue
the center removes the likelihood that the needed support
will be forthcoming. Therefore, we recommend that leader-
ship for the private sector effort be assigned to an existing
Federal agency and that it be given the strong support of the
Congress and adequate funding. The Department of Commerce
might be an appropriate location for this responsibility.

Regardless where leadership for the private sector
productivity effort is located, we recommend that it be
guided by a National Productivity Council. This council
should consist of representatives of selected Federal agen~-
cies having productivity-related missions (for example, Coun-
cil of Economic Advisers, Department of che Treasury, OMB,
etc.) and be cochaired by the Secretaries of Commerce and
Labor. Such cochairing will ensure that equal emphasis is
given to the views of management and labor and will also
ensure that quality of working life is considered in efforts
undertaken to improve productivity.

The council would be charged with developing a nationai
productivity program plan that integrates all Federal poli-
cies and programs affecting national productivity and witch
identifying gaps and additional initiatives that need to be
taken. This would provide a central focus for the Federal
Government in attacking the private sector productivity
problem.

44



There should also be an external advisory group report-
ing to the council that is made up of representatives from
Aindustry, labor, and the general public. The advisory group
would present to the council particular productivity issues
to address.

We also recommend that the remaining productivity
effort--Federal, State, and local, as well as labor-management
relations--be assigned, with adequate funding, to existing
Federal agencies. Our suggestions for such assignments are
as follows.

-=-Leadership responsibility for the Federal sector
productivity improvement effort be assigned to the
Office of Management and Budget 1l/.

--A separate State and local government productivity
effort be established. The Civil Service Commission
appears to be the most appropriate location for lead-
ing this effort.

-=-Leadership responsibility for improving labor-
management cooperation ir -1 sectors be assigned
to the Federal Mediation and Conciliation Service.

-~Authority for the Civii Service Commission's
Intergovernmental Personnel Program be broadened
to fund general management improvement projects
for State and local governments.

-=Funding be provided tc Lepartment of %abor's Bureau
of Labor Statisti:s to (1) carry out zdded respon-
sibilities in mesasuring the productivity of State
and local governmenc and (2) support OMB's effort
to expand and improve Federal Government productiv-
ity measurement.

RECOMMENDATIONS TO THE PRESIDENT AND
TO_THE DIRECTOR, OFFICE OF MANAGEMENT
AND BUDGET

The productivity plan of the proposed council must be
linked to the budget process to be effective. Therefore,

1/0r the new Office of Personnel Management, if the current
proposal for its establishment is adopted. (Explained in
app. III.)
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to ensure coordination of Federal funds expended to enhance
productivity, a special analysis of the funds should be made
as part of the President's budget. We recommend that OMB
take the lead in developing this analysis in conjunction
with the proposed council.

We also recommend to the President that a unit dealing
with regulatory mediation be established in the Executive
Office to develop recommendations to resolve specific regula-
tory problems inhibiting productivity

The basis for our suggestions as to the agencies to
which productivity efforts might be assigned and our views
as to appropriate roles for them are explained in appendix
ITI.

AGENCY COMMENTS

Written comments were requested from the National Center
for Productivity and Quality of Working Life and the Office
of Management and Budget. Their comments are included as
appendixes IV and V. We also received written comments from
the Department of Labor, which are included as appendix VI.
Oral comments were obtained from the Department of Commerce,
the Civil Service Commission, the Federal Mediation and Con-
ciliation Service, and the Council of Economic Advisers. All
comments have been considered in Preparing this report.

As previously indicated, OMB advised us in its comments
that the President has decided to discontinue the center.
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NATIONAL, PRODUCTIVITY AND QUALITY OF
WORKING LIFE ACT OF 1975

Public Law 94-136
94th Congress, S. 2135
November 28, 1975

2n Ant

Be it snacted by the Senate end Houss of Representatives of the
United States of Aserica in Congreas assembled, Thet this Act may Nstional Produc-
bo cited as the “Nstional Productivity and Quality of Working Life tivity and

. al f
Act of 19757, 3"’,‘:{:}" E’"'
TITLE 1—FINDINGS, PURPOSE, AND POLICY; 1 1S,
DEFINITIONS ncte.
Sec. 101. The Congross finds that--- 15 USC 2401,

(1) the rate of produetivity grewth in the United ‘States } as
declined during fosr of the past six years;

2) the decline in tise rate of productivity growth has con-
tributed to inflation, to econamic stagnation, and to incressiag
unemployment ;

(s)plince 1063. the rate of productivity growih of the United
States has bwen consistoutly Jower than that of many industria!
nations in the world, adversely affecting the competitive position
of the United States in worid nmarkets;

(#) growth in productivity of the economy of the United
States is esmantial to the social and economic we; lare of the Amer-
lean people, end to the health of the world eoconomy;

(5) wth in tiw productivity of the Nation's econtomy is
emential to maintain and inerease employment, to stabilize the
cost of living and to lpmvick job security ;

(6) mounting worldwide material shortages and their conse-
quent inflationary results make increased efficiency in the utiliza-
tion of these resources of urgent importanon;

(7) sharing the fruits of productiv ty grins among labor, man-
agement, and owners may considerably influence productivity ;

(8) the continued development of joint labor-management
efforts to provide a healthy environment, for collective bargainin
can a significant contribution to improve productivity an
foster industrial peace;
iMSO) tactors affecting the growth of productivity in the economy

udemtonlythlt&tmofmhnolo‘ylndﬂu iques of
management but also the role of the worker in the uction
pmmdunmdiﬁmofhhwrkin‘llh;

(10) there is & national need to identify and encourage appro-
priste application of capital in sectors of Amaricar sconomic
101 thars s ot o end wncoarage

& nati ro-
priate spplication of technology in all wouotmw:n?geo-
Domio activity in order to improve productivity ;

88 STAT. ™
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. Ssc. 102 It is the purposs of this Act—
18 tnc M@ (1) to setablah & ational poliey which will scourage produc

to means to improve and coordinate Federal plans,
it:i:ﬁ:n, resources to earry out the policy est forth
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SRFINTTSONS
Sac. 104. For the of this Act
1) mmmmmumamum

) uﬂQulitx { Working Life;
(8) the term ﬁuﬁnm:ﬂimamum

Cmater ) w
u&}nm e rata, but et be imiaed £
hpm:nh hw,mm snd the
in the prodyction preces.

mant of the exeoitive bra
for I'rovuctivity and Quality of W

When wnable to stteid numoﬂbhm!.
wnder eh-“('! ’ (I)..(G), (8) shall

89 STAT, 7S
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Pub, Law 94-136 November 28, 1978
mmmmmw«mmnpmt

ber
Term, (sg % '11'8; ninnh&ol B'a::l under clauses (7),
s ( . any pri mhuﬁomhd r-
t .
suant to ; t.lnm (‘c)v!th be spoin fors&r
mmbausp nndnrnchehuu,withtbmpﬁwot

of t.ho ted Suts. ) {4 dut
position, by and with i
individual is the Vice President of the United States, nah individual
may be appointed chairman by the President without ths requiremant
of confirmation by the Senate.

Vacancles, (¢) Any member ap to fill a vacancy oocurving before the
expiration of the term for which his pndee-or was appointed shall
be a pomted for the remainder of that brm.

) Each member of the Board zpointod under clauses (7),

?
£
5 i
E

Compemsticn, (d)(1

trevel axpen-  (8), /9), (10), (11), and any private ted pur-
ses. { tt¢): )((l)omb{a&m(tm mnp:ho
& rovided for GS-18 of the n under section
S USC 5382 of title 5, United States Code. lneludnng travelt for each
Bots., dly such member is in the of his duties as
member of the Board and shall bo entit! reimbursemert for travel,
hnnmmdothnmupmhwnndmmmgmttm

functions of the Board.

(2) Other members of the Board, with the on of the Chair-
man, snd the Executive Director of the Center serve without
.ddlmmsl e::rpenntm but shall .i'l:enmmd b‘;‘&e for travel, nhuti :

ce, and other necessary expenses m in carrying ou
thebinicos st BoBeatd, T semforth gt

rman sha oom s
(l)ofthmmhewon.oxupeifﬂu&umholda other posi e
tion in the Federal Government such individual shall be mp.nntod
wsu.forth in pnqznph (8) of this subssction.

‘L.) The Chairman appoint an Executive Committec of
rd, not to exceed amumhen.meludiu the Executive Direc-
torofthebmw

(2) The Executive Committee of the Board shall meet at the call of
mcn::mhthmauh-!mdythnmmuhoty

days.
EXECUTIVE DIRSJTOR; DEFUTY DIRRCTOR

1S USC 2413, Src. 203. (s) The Center shall have an Executive Director, who shall
hen poin the President by and with the advice and consent of
., t regard to political afilistion and solely on the basis
ofﬂhn-toparfomthdnﬁumdfmeﬁouof&omn 0 person
shall serve as acting or temporary Executive Director for a period in
oxcess of three months.
(b) The Executivo Director shall appoint a Deputy Director, who
shall perform such functions as thnnwﬁnmmﬂym

89 STAT. 73
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of

m ]
AA)mmmuwﬁthmm

vate sectors of through
Pdudinouﬁnd.ilimd and

or the of snd ssotors
d@ Dnited at : -l

incentives to encourage labor initiatives

in of and for

= L1
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C citingmdmmphm,ndmm
advanced warning systems, retraining programs,

retirement and ssparation
m.mmné’:ﬁqmmamu

"'fn" ;p with ‘the Civil Service om the
.'?z'tingmpndm' mmﬂ"ﬁ':qﬂﬂty

(Beh. n!:'nd therd;“t,lt:Oonp-, uppmhto

recom| to

quu)ns and departments of the Fadoral Government, and State

Pollcions pructioms, and proedng wh:ch’::nltfm:tfth'am’:m
ures

mrndogtnnderdnn(t)oﬂhn

(6) ll rt, and imt.intot:loru in the public or
weenhboru\ mmg:nmtmtheaehuvmdm

productivity growth Aovever, That no activities of
the Center involving eomidentmn of issues incloded in 8 specific
labor-mansgement agreement shall be undertaken vit.hcnt
consent and coopentlon of the parties to that

(7) encourage departments and agencies o thothanw-
ernment to initiate, stim md eloﬁlinboththcpnb-
hcmdpnmeleetonof toimpmnﬂumnf
produetivity growth;

(8) inate all awvituubrndtoinm (7
section in order to eliminats int duplication of ornnd
cost, to insure thst Center activities will not unnecessarily conflict

or overlap with such other activities, and to maximise the affec-
tmmnsof all such Federal pmgnmamdwtxvm-.

sectors to lmr

( 10) iden dgvalop. n;y uuppoft;-ctiriﬁu. programs, sys-
:quu, in the de

various departments and
for "

89 STAT. 738
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1K) the effects of materials availability wpon produc-
vty row

OwWERS
Swm.hurryin‘miu!mcﬁmmcpwhm— 18 USC 2415,

m&gmad:rz%mﬁomld&g

M.
organise directly by contract or other fund-

sations, mestings, ssminars, or
forums for the presentation and dissemination of relevant infor-
uuhon' genersted or collected pursuant to the provisions of this
i' to make such studiss and recommendations to the President Seudies;
nn&t’oconpunmyhmhunymthhndmd secsmmends.
tj“(&) tohinp and ; facilities for huu:tnd
8 program and sscure hecessary
the collection, collation, analysis, and interpretation of dats and Coneres.
information as roquired in order to carry out the public informa-
55) to undertake such other studies, reviews, activities, and to
nahnmmmdummdmunmyhnqmndw
carry out the functions of the Center.

CONTRACTS AND OTHER FUNDING

Saxc. 208. (a) No contracts or other funding arrangements may be 1S USC 2416,
su mtnctnorothermdmgarnnﬂmu i con-
sistent with the policies and purposes of this and of potential
benefit to other users in the public or private sectors;
82) pmiﬁmmmuonlmthm&ppmglm
and maintain improvement dats, such evaluation either to be
implemented by the pcrﬁ&ﬁngpcrﬁsinmrdm with
apecifications eatablished by Ceater, or to be implemented by
or on behalf of the Center; and

(3) the participating parties sgree that all information relat-
ing to any innovation or achievement genzrated in the course of
any Center-funded demonstration program shall be public

in jon,
b) No contract or other fundi arrangement shall be made or
mt(el)otdh.innapnmmtto.thepmmn of this Act for a period of
more ree

(¢) Any non-Federal share of & project may be in cash or in kind,
fairly evaluated, including, but not limited to, plant, equipment, or
services,

OCONTRACT AND OTIIER FUNDING ' ARRANGEMENTS—ORITERIA
8sc. 207. (2) The Center shall prescribe regulation, after con- 15 USC 2417.
sultation with)aypropriate w’:amd a:cyinls of Federal, State,
nndlog;pvmmtn, basic criteria for the participsting parties

to fiscal that portion of the funds provided to

¢ pericipsing pany fo et e il et b S by e
a n

Fons et t.ho(;nnurtomnon:g:plimbynpu-
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¢) The Center shall by regulation prescribe the basic eriteria for
det(ezxnimgion of nonoor:’[;lim by nsurticipating i ineh(::ﬁ
appropriate provisions for notice and hearing w respect to
deterniination,
ANNUAL REPORT

Report to Sr.-. 208, (a) Not later than December 31 of each year, the Center
President and lhﬂlupoﬁtotboPmidentmdtotheOoann-mnuupnm
Congress, to the provision of this title during the preeeding fisral year; such
15 UsC 248, roports shall include s detailed statement of all public and private
fundx received and expended ¢, r with such recommendations as
the Center deems appropriate. mﬁ shall inelude an an~lysis
of the extent to which each agency of the Federal Government which
has significant rexponsibilities for assisting in the improvement of
productivity is earrying out snch Tm‘bilitiu ccnsistent with the
provisions of this Act, including (A) an sccounting of all funds
expended or obligated by such ies for activities and projects to
improve productivity growth ?g an 1
which expenditures or obligations have furthered the E:Lmu of
the Center, and (C) the Center’s ions on these
expenditures and obligations can be bstter coordinsted to aecomplish
tlu; )Il o of this Act. 1 to be subm to the by this
‘ach report required to be submitted to > Congrens i
Act ghall be re}ermd"t‘cl: the standing committee or committees having
jurisdiction over any part of the subject matter of the report.

TITLE III—FEDERAL AGENCY COORDINATION AND
LIAISON WITH CENTER

18 USC 2431, Sec. 301. (a) Each department, agency, and independent establish-
mount of the Federal Government shall designate & qualified individual
to serve as Jiaison with the Center and to assist the Center in carrying
out its functions pursuant to this Aet.

(b) Each department, agency, and independent establishment of
the Federal Government shall keep the Center currently informed of
its programs, policies. and initiatives to improve productivity which
relate to the responsibilities of the Center, and shall consult with
the Center prior to the obligation or expenditure of funds for sctivities
) Each Fecema] Qoo 7 growth. indepndent stablsh

¢ cpa t, ’ =
or tllow oo o a1l lavan matericl art eisseted to furnish
or allow access to all relevant mat information i
the Center to carry out its functions under this Act.

DITERNAL KEVIEW
1S USC 2432, Sec. 32. Esch and i establishment
- dopsrhnmt,i:m, : lndepcndt& !
study and review the promulgation and imphmentation of its statu-
tory suthority, policies, i . and shall identify such
statutes, policies, and regulations which varsely affect productivity
growth in pnbﬂeogp:-lm'udpuogtheUniudMuM
shall recommend to the President and the Congrem, or im|
where appropriats, altarnative policies, and which
will contribute to the achisvement of purposss of this Aet,
29 STAT. %0
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SUFPORT OF EXTERENAL ACTIVITIRS

Szc. 303. Each departmen: and establishment 15 UsC 2433,
of the Federal Gog.pr:mt,ti’n‘%ﬁm m'm“,',?ﬁ"“""““'”
extant mu,mhum State

INTERNAL FRODUCTIVITY

Sac. 804. ) y i . i S USC 2¢34.
of the rmﬁ%owmm“,w aitiate, sod ooy !

port appropriate pmm,m procedures, policies, and sch-

! toimthpmd. it such
mommmdod,nppouud,orimplunenudbythe&nm.

EFFECT ON FRIOR FROVISIONS

Sec. 305. Nothing in this title affocts an statutory obliga- 15 USC 2435,
tien of any Federal agency (1) to or consult with

other Federal or State agency or (3) to act, or to refrain from acting,
mtinmtupmﬂ:emmndmouoraﬁiﬁuﬁondmym
Fed:ral or Stats agency.

TITLE IV—-ADMINISTRATIVE PROVISIONS

Sec. 401. The Executive Director is authorized to— 15 USC 2451,
ug&.pmcﬁhe%m!aﬁmumdmdmwum
o -
. (8) mll" gndoilnrpmpeﬁydmﬁod,bqwh_edﬁm
devised, or remi in psyment for services rendered, without
mdmrmmmmunhhhmof

;
£
§
;
2
F
i
3
:
§
‘

provi . . .
appointments in the competitive service, and provisions

51 and mof&:bpuudud;tiﬂomﬁn‘ § USC 5101
:&m&- y rates; ot seq., 5331,

89 STAT. 741
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BOARD OF DIRECTORS OF THE CENTER 1/

Nelson A. Rockefeller, Chairman
Vice President of the United States

I. W. Abel
President, United Steelworkers of America

Donald C. Burnham
Director-Officer, Westinghouse Electric Corporation

Berkeley G. Burrell
President, National Business League

Edward E. Carlson
Chairman and Chief Executive Officer, UAL, Inc.

C. L. Dennis

International President, Brotherhood of Railway, Airline,
Steamship Clerks, Freight Handlers, Express and Station
Employees

John T. Dunlop
Professor, Harvard Business Schooi

Daniel J. Evans
Governor of Washington

Frank E. Fitzsimmons
President, International Brotherhood of Teamsters

Gaylord Freeman
Honorary Chairman, First National Bank of Chicago

Robert A. Georgine
President, Building and Construction Trades, AFL-CIO

Andrew E. Gibson
President, Maher Terminals

James E. Holshouser, Jr.
Governor of North Carolina

Wayne L. Horvitz
Chairman, Joint Labor/Management Committee of the Retail
Food Industry

1/The Board of Directors resigned on January 2 1977,
in accordance with Public Law 94-136.
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J. Lane Kirkland
Secretary-Treasurer, AFL-CIO

R. “eath Larry
Vice Chairman of the Board, United States Steel Corporaticn

Bess Myerson
Syndicated columnist and consumer advocate

Elliot L. Richardson
Secretary of Commerce

Herbert S. Richey

President and Chief Executive Officer, Valley
Camp Coal Company and Chairman, United States
Chamber of Commerce

James F. Scearce
Director, Federal Mediation and Conciliation Service

L. William Seidman
Assistant to the President for Economic Affairs

Wwilliam E. Simon
Secretary of the Treasury

William J. Usery, Jr.
Secretary of Labor

George H. Kuper
Executive Director
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BASIS FOR GAO SUGGESTIONS FOR

ASSIGNMENT OF RESPONSIBILITIES

FOR_INCREASING THE RATE OF PRODUCTIVITY

IMPROVEMENT IF THE NATIONAL CENTER

FOR PRCDUCTIVITY AND QUALITY OF

WORKING LIFE IS NOT CONTINUED

SUGGESTED LOCATION OF THE
FEDERAL GOVERNMENT PRODUCTIVITY
EFFORT

Within the Federal Government there is a need to
establish a focal point for internal productivity improve-
ment. The Office of Management and Budget, being the Govern-
ment's central manager and having statutory authority for im-
proving the efficienc, of Government operations, would be the
most likely location for leading the Federal Government pro-
ductivity effort.

Among executive branch agencies, OMB is presently the
only organization with adequate authority for holding agency
managers thrcughout the Government accountable for improving
productivity. It can act as a catalyst in providing techni~
cal assistance for productivity improvement and can require
agencies to support their budget submissions with productivity
measurement data.

As this review was being completed, the administration
was proposing to partially reorganize the central management
function by creating an Office of Personnel Management with
authority and status equal to that of OMB. 1In recent dis-
cussions with us, the Chairman of the present Civil Service
Commission suggested that this new agency might be an alter=-
native to placing responsibility for Federal productivity
in OMB.

We agree that this new office could serve equally as
well as OMB in providing a focal point for internal Fed-
eral productivity. However, if the new office is selected,
the proposed legislation establishing it should be amended
to provide specifically for this role.

As presently envisioned, the new Office of Personnel
Management would be concerned exclusively with personnel
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matters. If it is to assume a central role in productivity,
its responsibility should be extended to include responsibil=-
ity for fostering improvements through attention to other
factors responsible for productivity improvement, such as
measurement, investment in capital equipment, and application
of improved methods and techniques.

We believe a Federal Government productivity effort in

OMB or in the Office of Personnel Management should have the
following functions:

~-~Enforce the requirements of OMB Circular No. A-1l1,
"Preparation and Submission of Budget Estimates,"
concerning the use of productivity data in support
of staffing resources and rewarding agencies
demonstrating improvement.

~~Develop legislation that will provide meaningful
rewards for high performance to managers and employ-
ees through merit pay and the incentives program.

~-Systematically study all personnel policies which
presently impede productivity improvement and
recommend appropriate changes.

--Agsume a catalytic role in bringing together common
agency functions in workshops where productivity
improvement ideas can be shared.

--Establish a central technical assistance capability
to assist managers in developing measurement systems
for their agencies. The Bureau of Labor Statistics
could serve as a resource in carrying out this
responsibility.

--Encourage agencies to identify productivity improve-
ments that can be made through investments in capital
equipment.

LOCATION AND MISSION OF THE STATE
AND LOCAL GOVERNMENT PRODUCTIVITY
EFFORT

The needs of State and local governments regarding
productivity improvement and their relationships with the
Federal Government are different from those in the private
sector; therefore, we suggest that the Congress establish a
separate Federal focal point for State and local government
productivity improvement. Since improved State and local
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mznagement capacity is necessary for the implementation of
specific productivity improvement programs, the Federal
effort to improve State and local productivity should be
part of a broader program to improve the managerial capacity
of these governments. While the Federal Government has a
large array of funding and technical assistance available to
improve State and local management of specific programs,
there is currently no single (recognized) Federal program
charged with improving State and local government management
on a governmentwide basis.

The mission of such a program would be to set policy and
provide leadership for existing Federal research, demonstra-
tion, and capacity=-building efforts to improve State and
local government management and productivity. The designated
focal point for the program would reflect the needs of State
and local managers and attempt to change Federal programs
and policies accordingly. Most importantly, this Federal
effort could s*udy and deal with critical governmentwide
issues affecting State and local productivity, especially
the impact of the Federal grants system. As such, the pri-
mary emphasis would be to institutionalize within the Federal
Government a concern for Productivity and management improve-
ment in its relationships with State and local governments.

The Federal effort to improve State and local government
productivity should be concerned with the following major
functions:

--Assessing of State and local governments to identify
productivity problems and to determine the status
of ongoing productivity programs.

--Reviewing the adequacy both of research and develop-
ment strategies of existing Federal programs and
plans for using Federal discretionary general man-
agement support funds.

-—-Encouraging other Federal agencies to commit more
resources and effort to State and local government
productivity problems; for example, (1) mobilizing
a more extensive effort by the Bureau of Labor
Statistics to measure State and local productivity
trends, (2) encouraging Federal agencies to offer
reimbursable technical assistance pursuant to the
1968 Intergovernmental Cooperation Act, and (3)
developing more and better productivity courses
and training programs for public managers.
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-~Relaying relevant research findings and information
on measurement systems, comparative performance
data, the relationship between productivity and the
quality of working life, and other ongoing success-
ful efforts to State and local government managers
through networks of State and local public interest
groups.

In addition, improvement of the Federal grants system
should be promoted. There is a need to incorporate more
performance criteria in funding distribution formulas and
standards used to evaluate grantee performance. The con-
cept of incentives and performance standards needs to be
considered when grant programs are either created or
reauthorized. Also, fundamental changes need to be made
in the grants system to remove barriers to grantee pro-
ductivity. Reforms, such as reduction of Federal reporting
and paperwork requirements and consolidation of categorical
grant programs, are still needed. These reforms have been
recommended by the Federal Paperwork Commission and by us.

The Federai Government presently has no recognized
program to build the capacity of and encourage innovation
in State and local management. There is a need for limited
Federal seed money for State and local governments to support
research and development programs. Therefore, a limited Fed-
eral general management improvement program should be formed
by modifying the Civil Service Commission's Intergovernmental
Personnel Program. This would provide the necessary seed
money and would also coordinate the existing management
capacity-building programs of other Federal agencies.

These discretionary funds should also be used as lever-
age for the financial support of other Federal agencies for
specific projects of national interest.

The State and local government productivity focus should
be placed in an agency that is familiar with productivity
improvement issues and has had some direct experience in
the area. The organization's scope should be large enough
to encompass all State and local governmental functions,
and its focus should be managerial, not programmatic in na-
ture. Finally, it should have an overview perspective to
permit easier direction orf other Federal agencies.

The Civil Service Commission appears to be the best

location for leading the State and local government pro-
ductivity effort. The Commission is involved with State and
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local government management improvement and is not a "program
agency,” such as the Department of Housing and Urban Develop-
ment and the Department of Labor. The Commission, therefore,
is in a better position to deal with State and local govern-
ment productivity problems that cut across agencies. In ad-
dition, the Commission, through its Bureau of Intergovern-
mental Personnel Programs, currently has the largest Federal
funding effort for building State 2and local public management
capacity, and it is the only Federal effort with statutory
authority in this area. A productivity effort within the
Commission would have a great potential for improving State
and local government productivity through its control of
these funds.

Top Commission officials, including the Chairman, have
indicated their receptivity and support for a broad State
and local government productivity (management) improvement
effort located within the Commission. 1In fact, the Commis-
sion itself has recently proposed expanding its Intergovern-
mental Personnel Program effort to a broader management
improvement grant program.

To give greater visibility to the effort, we believe
the State and local government productivity organization
should be a separate office in the Civil Service Commission,
with the director reporting directly to the Chairman.
Formation of an advisory committee should be considered
with representation from a broad cross-section of Federal,
State, and local officials to provide better crecibility
and support within the State and local sector.

To enhance the prospects for coordination of . ther
Federal agency efforts, we suggest that the Commission
be considered as tue lead Federal agency for State and
local management improvement, with authority to review the
plans and proposals of all Federal agencies in the area.

LOCATION OF LABOR~-
MANAGEMENT ACTIVITIES

The Federal agency which could best take the lead in
encouraging improved labor-management cooperation as a
means to enhance productivity and quality of working life
should

~~be a "neutral" agency without real or perceived
affiliation that favors either labor or management,

--enjoy the respect and trust of both labor ard manage=-
ment,
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-~possess a field structure with personnel who, by the
nature of their primary responsibilities, are in a
position to identify the best opportunities for im-
proved labor-management cooperation, and

--have a top management committed to promoting imprcved
labor-management cooperation.

In our view, the Federal Mediation and Conciliation
Service comes closest to meeting these criteria. It is a
"neutral" agency and, from our limited contacts, it seems
to enjoy the trust and respect of both labor and management.
Much of its technical assictance activities results from the
direct request of labor and management, which develops pri-
marily as an outgrowth of a mediator's invclvement during
a contract dispute. The Service also has a field structure
with over 300 professional mediators located in mijor metro-
politan areas throughout the United States, thus putting it-
self in an opportune place to identify where improved labor=-
management cooperation can be achieved. Finally, it is
already providing assistance in develeping labor-management
committees.

The Service's Director agreed that, if the center no
longer exists, his organization is the logical place to put
the leadership responsibility for encouraging improved labor-
management cooperation, and he stated he would be willing
to accelerate the Service's efforts in this area.

Although the Service already has done some work with
State and local governments, their office of General Counsel
believes that minor changes to its enabling legislation,
making its responsibilities for labor-management cooperative
efforts in State and lucal governments more explicit, would
enable the Service to play a more effective role in promot-
ing such coop=ration.

The Secretary of Labor indicated his preference tou
assign lead responsibilities for encouraging labor-management
cooperation tc the Labor-Management Services Administration
of the Department of Labor. While this is an alternative,
we believe that lead responsibilities should be located in
whac is considered a neutral agency; therefore, we continue
to believe that the Federal Mediation and Conciliation Serv-~
ice would be a more appropriate agency.

Designation of lead responsibility to the sarvice,

however, does not mean that other agencies engaged in labor-
management cooperative efforts should discontinue the.r
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activities. The lead agency will simply ensure coordination
of these activities.

In our view, the Service, in its leadership role, should
rely heavily on the Department of Labor, as well as other
Federal agencies, for continued involvement and support in
the labor-management area.

LOCATION OF REGULATORY ACTIVITIES

As with labor-management activities, Federal regqulatory
activities designed to improve productivity should be located
in what is considered neutral ground. In addition, this
organizaticn should have stature and clout. 1In our opirion,
a unit dealing with regulatory mediation in the Executive
Office of the President would provide the best opportunity
for removing regulatory barriers to improved productivity.

The unit should be staffed with trained mediators and
regulatory analysts. The mediators would assist in the
problemsolving negotiations of the interested parties.

The analysts would evaluate reform proposals and identify
their direct and indirect effects.

All agencies and independent establishments of the
Federal Government with regulatory authority should be
required to provide the unit with annual inventories of
major regulatory problems. These inventories would assist
the unit in establishing its priorities and objectives.

The unit would be responsiblz for bringing together
representatives of all interested parties to mediate their
differences and develop broadly accepted recommendations
for solving specific regulatory problems. These recommen-
dations would be referred to the appropriate government
authorities for consideration.

The private and puplic sector productivity organiza-
tions should, in tae course of their needs assessments, refer
identified regulatory problems to the unit.

LOCATION OF PRIVATE SECTOR
PROGDUCTIVITY IMPROVEMENT EFFORT

From our analysis, we have determined that an independent
organization could best handle private sector productivity
improvement. It would not be aligned :r identified with any
particular set of incerest groups. E couse of its neutral
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position, it would be more likely to structure its programs
with considerati >n to the concerns of all interested parties.
An independent organization would also lLave high visibility
and would not be tied to or lost within an ongoing depart-
ment. To be effective, however, an independent organization
needs Presidential and congressional support in order to
have sufficient influence and status. By "support" we mean

~--an appropriate budget to enable it to fulfill
its mission,

~--appointment of a strong leader who has access to
other top leaders of the administration,

-=-recognition by the President and heads of agencies
that the organization is the focal point for the
Federal productivity effort, and

-=~a demonstrated cummitment to the concept of
productivity improvement.

If this support is not forthcoming, one alternative would
be to house the leadership effort in an existing agency. This
agency would need to be familiar with productivity and be
willing to provide the support the national productivity ef-
fort r2quires. The Departrent of Commerce seems to meet these
requirements. The Department's primary mission, "to foster,
promote, and develop the foreign and domestic commerce of
the United States,” may be considered an integral part of
productivity improvement. The Department is already involved
with numerous productivity related prograns, including:

--Research and development programs promoting the
utilization of improved m:¢nufacturing, technology,
and standards.

-=Productivity measurement seminars for U.S. firms.

--Increased diffusion of technological knowledge four
application by private industry.

~-Demographic and economic research on the economic
health of the United States. jincluding productivity.

--Development of science and technology policy options

that have a bearing on private and public sector
advances in prcductivity growth.
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--Financial and informational assistance to economically
depressed regions, industries, firms, or individuals
to help regain productivity capability.

--Examination of Federal regulations, seeking the
elimination or modification of those requirements
adversely affecting private sector productivity.

Flacing a separate productivity organization in the
Department of Commerce, which reports directly to the Secretary
of Commerce, would provide a proper setting for the focus on
private sector productivity. This would place the leadership
organization in an agency that has already demonstrated its
interest in improved national productivity through the programs
it administers.

At the same time, we recognize the longstanding commit-
ment that the Department of Labor has had and the efforts it
has undertaken in human resources productivity and guality
of working life improvement., The Department has responsibil-
ity to foster, promote, and develop wage earrer welfare.

To accomplish this the Department addresses the topics of
worker rights, safety and health, compensation, training,
labor-management relations, as well as keeping track of
changes in employment, prices, and other national economic
measures. These topics are pursued through several of the
Department's administrations, including Employment and Train-
ing, Labor-Management Services, Employment Standards, and
Occupational Safety and Health. 1In our view, the Department
of Commerce, in its leadership role, should rely on the De-
partment of Labor for continued support in these areas.

FUNCTIONS OF THE PRIVATE
SECTOR PRODUCTIVITY EFFORT

Whether the private sector productivity effort is
located in a reconstituted center or in an ongoing depart-
ment, it must be undertaken in partnership with the private
sector. The Federal Government should pcsovide the framework
and incentives for improving productivity by means of a <con-
sensus among business, labor, and government as to tne best
policies and procedures to be pursued. We believe that the
Federal focus for the private sector productivity effort
should be limited to five functions:

--Develop periodic needs assessments to determine the
nature and extent of private sector productivity
problems, aad refer identified labor-management
and regulatory problems to the proper agencies for
consideration.
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-~Act as a facilitator in bringing together various
groups on neutral ground to discuss widespread indus-
try productivity problems.

--Operate a productivity clearinghouse to provide na-
tional and international data and knowledge on various
-~ pects of productivity--effective methods, their
costs, how long they take to provide results, etc.
This would benefit all sectors of the economy.

~-Promote a better understanding of all the factors af-
fecting productivity, including human resources,
quality of working life, capital, technology, re-
search and development, transformation of knowledge
into practical terms, and the importance of produc-
tivity to our national economy.

~-Interact with the Joint Economic Committee of the
Congress, the Council of Economic Advisers (o the
President, and the Federal Reserve Board to assess
the productivity effect of fiscal, monetary, tax, and
regulatory policies on the private sector.

The Federal role for private sector activities would also
be to serve as a focal point for the growing network of non-
Federal institutions already dealing with productivity, such
as trade associations, public interest groups, and private
organizations. This role would also include an emphasis on
productivity measurement at the plant and industry level as
well as at the overall economy level. 1In this effort tue
focal point entity should work closely with the Bureau cf
Labor Statistics, which is presently the major Government
publisher of productivity statistics.
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National Center for Productivity and Quality of Working Life

April i1, 1978

Dear Mr. Scantlebury:

We are pleasad to have the opportunity to comment on the recom-
mendations of the General Accounting Office report "The Federal Role
in Improving Productivity--Is the National Center for Productivity
and Quality of Working Life the Proper Mechanism?" Although these
observations are restricted to the recommendations, we have conveyed
more detailed comments directly to the staff on an earlier draft
of the summary report,

We, of course, share the concern of the GAO that the United
States continues to lag behind other industrialized nations in
productivity growth. As President Carter has noted, while the pro-
ductivity of the labor force increased at an average annual rate of
about 3 pereent during the first two decades of the postwar period,
during the past ten years it has slowed markedly to about 1.5 percent
a8 year. During this same ten year period, the productivity of Germany,
Japan, and some other industrialized nations increased at rates of
from 6 to 14 percent a year. The productivity lag is reflected
in persistent inflation and a weakening of our competitive trade
position and will, over the long term, erode our Nation's basic
economic health--including the ability to create new jobs--and the
prime source of increases in our standard of living.

Therefore, we agree with you that a need remains for a "strong,
well-coordinated [ Productivity Improvement] effort at the Federal
level that can harness and provide direction for the many activities
already underway and insure that new efforts are developed where they
are needed." We believe, however, that it is critical to establish
the essential difference between a Federal “effort" and a Federal
“program." What is needed is the leadership and commitment of the
Federal government--which as the report notes has a variety of indi-
vidual programs that can contribute to productivity improvement-- to
participate with labor and management leadership in an ongoing effort
to improve productivity. By itself, no single agency or program
can fulfill this need. An independent c~nter, capable of drawing upon
both private and public sector resources, is required.
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Mr. D. L. Scantlebury
April 11, 1978
Page Two

Under a reconstituted charter, the National Center or a
similar agency, should concentrate on supporting efforts to improve
productivity in various private sector industries, as well as develop
new, innovative responses to productivity problems and generally
stimulate commitment to improve productivity. The function of helping
an industry identify its productivity problems and gain support for
addressing thcse problems can best be performed by a non-aligned,
indef 'ndent agency, but it must have the active support of government
and representatives of labor and business. The National Center has
been the catalyst in getting together labor, management and government
to help undertake productivity improvement plans in particular indus-
tries. If this basic function were placed in one department or
agency it weuld be very difficult to support an industry-wide agenda
that incorporated the necessary diverse aspects of productivity improve~
ment.

A number of other productivity improvement efforts initiated by
the Center in response to its legislative mandate have now matured to
a point where they may best be advanced by other agencies or departments.
The GAO renort has made specific recommendations regarding the location
of the focus for Federal government productivity improvements, State
and local governmeni, labor-management cooperation and regulatory reform.

In evaluating these recommendations we should be aware that the
underlying need for productivity improvement that initiated these
activities could be overshadowed by other constituent needs of any new
host agency. For instance, although it is clear that the Office of
Management and Budget has the authority (or the nroposed Office of
Personnel Management could be assigned such authority) to influence
productivity improvement throughout the Federal establishment, narrow
budgetary (or personnel management) pressures could result in negative
productivity incentives. Similarly, State and 1ocal government pro-
ductivity improvement efforts would be enhanced only if carefully
placed as part of a broader program to improve the managerial capacities
of such governments which should include important revisions to the
Federal grant system. We agree with the GAO that "labor-managament
activities must be located in what is considered neutral ground." It
shouid be recognized, however, that while the Federal Mediation and
Conciliation Service has responsibility for encouraging industrial
peace in labor-management relations, it is not now in a position to
stimulate interest in the wide range of human resource programs of
direct interest to labor and management that affect productivity
such as retraining, job security, working conditions and incentive plans.
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Mr. D. L. Scantlebury
April 11, 1978
Page Three

In summary, there is a need for an executive and legislative
commitment to reinforce the individual roles of 1ine agencies of
the Federal government in a national productivity improvement effort.
A reconstituted National Center should focus its catalytic efforts
in those areas where the recognition of productivity problom: ha. not
been evidenced by action. Any alternative which did not i:c:ude an
independent center would result in a diffused, unfocussed activity.
It would certainly not constitute the type of effort that measures
up to the urgency of the problem that the CAO report has outlined,
Assigning all the responsibilities to line departments or agencies
could signal a lack of nationa' commitment to one of thefost
significant economic problems of recent year i

Mr. D. L. Scantlebury

Director

Division of Financial and
General Studies

U. S. General Accounting Office

Washington, D. C. 20548
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;"\\ EXECUTIVE OFFICE OF THE PRESIDENT

ety OFFICE OF MANAGEMENT AND BUDGET
& WASHINGTON, D.C. 20503

APR ¢ BT8

Mr. D. L. Scantlebury
Director, Division of Financial
and General Management Studies
United States General Accounting Office
Wwashington, D.C. 20548

Dear Mr. Scantlebury:

1 am responding to your request to Mr. McIntyre for
comments on your draft report, "The Federal Role in
Improving National Productivity--Is the National Center
for Productivity and Quality of Working Life the Proper
Mechanism?" We appreciate the opportunity to review the
draft report since the subject of the Faderal role in
prodactivity and the future of the Center is of great
concern to us.

As you and your associates are aware, the issues

addressed by your repcrt have been the subject of

intensive review within the Administraticon during recent
sonths. The President specifically reJuested a decision
puper on the future of the National Center for Productivity
and Quality of Working Life. We consulted the other
interesied ageucies in developing the analysis and options.
Director McIntyre submitted his memorandum to the President
just a short while ago, and we are awaiting the President's
decision.

Since our vevie. covered much of the same ground covered
by yours, we are familiar with the bases for your
recommendations and understand them fully. However, in
view of the President's interest and our expectation that
he will provide specific guidance in the near future on
some of the major nspects covered by your report, we do
not feel we can comment in detail at this time. We should
be able to be more specific in Mr. McIntyre's response

to the Comptroller General's final report.

I would like to take this opportunity to point out one
area where the President has announced a specific policy
initiative that would guide our reaction to one of your
recommendations. In his Message to the Congress of
March 27 on Urban Policy the President referred tc the
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Planning and technical assistance provided to communities
through HUD and Commerce tc help citi.s improve their
management and planning practices. He said that "these
funds will be used increasingly to build the local
government's capacity to undertake the necessary fiscal
and management reforms." The President's statement would
guide our response to your recommendation regarding State
and local government productivity efforts.

Again, thank you for the cpportunity to review your
draft report.

Since-ely, ,;;;’
wWayjie G.{Gran st

Asglociate Director for
Management and Regulatory Policy
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EXECUTIVE OFFICE OF THE PRESIDENT

JDFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20303

APR 1 71978

Mr. D. L. Scantlebury
Director, Division of Financial
and General Management Studies
United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Scantlebury:

In my letter to you of April 4, 1978, on the future of
the National Center for Productivity and Quality of
Working Life, I indicated we were awaiting a Presidential
decision on the issue. The decision was made just a few
days ago; and I would like to inform you of it so that
our comments on your draft report can be more definitive.

After considering the recommendations of the interested
executive agencies and the Center, the President decided
that the best course of action would be to allow the
Center to expire; assign all operating functions to
established line agencies; and assign overall policy
formulation and coordination responsibilities within the
Executive Branch to the Office of Management and Budget.
He also determined that responsibility for productivity
improvement within the executive agencies would be most
appropriately assigned to the Civil Service Commission
(or the Office of Personnel Management if Civil Service
reoxganization is adopted).

We have notified Senator Glenn and Congressman Moorhead,
chairmen of the authorizing subcommittees, and will be
consulting with them on our future course of action.

Sincerely,

LS

J—I

W e G randdist
sociate Director for
Management and Regulatory Policy
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U. S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTO"

APR 20 978

Honorable Elmer B. Staats
Comptroller General
General Accounting Office
441 G Street, N.W.
Washington, D. C. 20548

Dear Elmer:

I appreciate the oppo:. tunity to review the proposed GAO report,
"The Federal Role in Iuoroving Productivity." It obviously
represents a major accomplishment by the GAO staff who have
done an excellent job of assenmbling and analyzing material

to assist Congress in deciding the future of the National
Center for Productivity and Quality of Working Life.

As you probably know, the President has concluded that the
authority granted to the National Center by ¥F.L. 94-136
should be allowed to expire on September 30, 1978. For
this reason I was particularly interested in the report's
recommendations regarding the reassignment of the Center's
responsibilities in the event of its dissolution. I must
confess that, in reviewing them, I was surprised and dis-
appointed by the report's failure to consider the obvious
relevance of the Labor Department's mission and functicns
to any national productivity program. With the exception
of the limited attention given to but one part of the ex-
tcnsive BLS measurement and analysis program, it reflects
virtually no recognition of the many pertinent activities
already taking place in the Department's principal operating
agencies.

Despite the emphasis placed on the vital human rescurces

factor, the report does not so much as mention the com-
prehensive programs of the Employment and Training
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Administration, whose purpose it is to develop and maintain
a skilled and effectively functioning workforce. Surely
the provision of adequate human resources is no less crucial
to productivity growth than is the availability of capital
or the development of improved technology.

Similarly, I would have expected the report to take
cognizance of the key role played by the Labor-Manage-
ment Services Administration in promoting more cooperative
and mutually beneficial relations between employers and
unions. Had this agency's programs and potential! been
appraised more carefully, I wonder if the report would
still have concluded with the recommendation that the

FMCS should bear the responsibility for encouraging
labor-management cooperation as an adjunct of the Federal
productivity effort. 1Indeed, I feel impelled to question
the wisdom of what would be tantamount to a drastic change
in the FMCS role. While this organization recently has
had some limited experience in promoting cooperation
through joint committees, it should be recognized that
there is a vital distinction between accomplishing this

as part of its basic mission of reducing industrial con-
flict and encouraging collaboration for the purpose of
achieving productivity improvement.

I fail to see the latter function as a natural extension
of the FMCS roie, and I suspact that many employers and
unions would have serious misgivings about such a change.
For this reason, if there is not to be a continuing,
independent agency akin to the existing Center, I believe
that there is sound logic in designating the Department's
Labor~Management Services Administration as th- wore
appropriate agency to assume responsibility for this
aspect of the overall Federal productivity effort.

Finally, I was pleased to note the report's acknowledgment
of the inextricable linkage between productivity growth

and that set of concerns that has come to be identified

as "the quality of working life." It seems highly unlikely
that the active support of workers and their unions in any
productivity campaign can be achieved without providing
assurance to them that their basic interests will be pro-
tected. Reasonable guarantees of job security, safety
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and health on the job, and equitable gains-sharing are
essential requisites for cooperation. And, of course,
these concerns constitute the essence of the Labor
Department's mission.

I hope that the final GAO report to Congress will reflect
due consideration of these important issues.

Sincerely,

Secretary of Labor

(91037)
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