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BY THE COMPTROLLER GENERAL 

Report To The Congress 
OF THE UNITED STATES 

Stronger Federal Effort Needed To Foster 
Private Sector Productivity 

Declining growth in US. productivity is a se- 
rious national issue that fuels inflation and re- 
duces our standard of living and international 
competitiveness. Recognizing the need for 
Federal action to improve productivity, the 
President estab I ished the National Productiv- 
itycouncil in 1978. 

;In over two years of existence the Council 
has been relatively inactive, has largely ignored 
the functions assigned to it, and has lacked 
Isupport. 

IA need still exists for a productivity organiza- 
) tion to effectively guide and coordinate Fed- 
1 era1 programs aimed at improving national pro- 
I ductivity, and work with the private sector to 
I develop a national productivity plan. This or- 
ganization should be established by legislation, 

: with a Presidentially appointed Chairperson 
I and its own budget authorization. To be effec- 
; tive, it must have the strong support of the 
( President and the Congress. 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON D.C. 20542 

B-163762 

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

This report discusses our review of the national productivity 
effort established under Executive Order 12089 and presents our 
recommendation for an effective national productivity effort. 

We prepared this report at the request of Congressman 
John J. LaFalce, Chairman of the Subcommittee on General Over- 
sight, House Committee on Small Business. At his request, we 
did not take the additional time needed to obtain agency comments 
on the matters discussed in this report. 

We are sending copies of this report to the President of the 
United States, the Director of the Office of Management and Budget, 
the Director of the Office of Personnel Management, and the 
Secretaries of Commerce and Labor. We are also sending copies 
to the Chairmen of the Senate Committees on Governmental Affairs 
and Banking, Housing, and Urban Affairs; to the Chairmen of the 
House Committees on Government Operations and Banking, Finance 
and Urban Affairs: and to the Chairman of the Joint Economic 
Committee. 
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of the United States 





COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

STRONGER FEDERAL EFFORT 
NEEDED TO FOSTER PRIVATE 
SECTOR PRODUCTIVITY 

DIGEST --_--- 

U.S. productivity growth has declined dramati- 
cally over the past 12 years. In the past 3 years 
it has virtually ceased. Concern over this seri- 
ous problem is increasing since declining pro- 
ductivity fuels inflation and reduces both our 
standard of living and our international compet- 
itiveness. 

Recognizing the importance of productivity, the 
President established the National Productivity 
Council in October 1978, and assigned private 
sector productivity responsibilities to the De- 
partments of Labor and Commerce.:,,. The Council 
was to guide and coordinate these and other Fed- 
eral efforts to improve productivity and to serve 
as the Government's primary contact with the pri- 
vate sector on productivity issues. 

At the request of the Chairman, Subcommittee on 
General Oversight and Minority Enterprise, House 
Committee on Small Business, GAO examined the ef- 
fectiveness of the,Council regarding private sec- 
tor productivity. GAO met with Council staff and 
numerous officials directly involved with pro- 
ductivity improvement programs. (See p. 4.) 

GAO found that in over 2 years of existence, the 
National Productivity Council has been relatively 
inactive and has largely ignored the functions 
assigned to it. It has seldom met, has not pro- 
vided guidance to Federal productivity programs, 
and has not become recognized as the Government's 
productivity focal point. (See p. 6.) 

GAO also found that the Department of Labor did 
not act on its leadership responsibilities and 
that the Department of Commerce undertook signif- 
icant productivity initiatives despite the Coun- 
cil's lack of involvement. (See p. 14.) 

GAO concludes that the national productivity ef- 
fort established under Executive Order 12089 has 
been ineffective because it lacked support from 
the executive branch.';. As a result 
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--Federal programs directly related to produc- 
tivity improvement, now totaling more than 
$2 billion annually, are funded and operated 
without any central review, direction, coordi- 
nation, or evaluation. 

--There is no recognized spokesperson for pro- 
ductivity concerns. 

--There is no open channel for airing private 
sector problems and concerns about productivity 
related policies.m (See p. 17.) 

Productivity is a vitally important national 
issue that requires a Federal commitment stronger 
than the current Council has provided. 

An effort is needed to coordinate and guide ex- 
isting Federal productivity programs and provide 
a productivity perspective in economic and bud- 
getary decisionmaking. An organization should be 
established to 

--provide central review and coordination of 
Federal programs directed at productivity im- 
provement, 

--provide a productivity perspective in economic 
and budgetary decisionmaking, 

--provide an open and nonthreatening channel for 
private sector problems and concerns about 
productivity-related policies, and 

--develop a national productivity plan outlining 
what the Federal Government is doing and should 
be doing to improve productivity., (See p. 22.) .- 

GAO believes the latter is the most important 
element. The plan should be developed with the 
extensive involvement of the private sector and 
should 

--identify and describe the relationship and ef- 
fect of existing Federal policies, programs 
and activities on private sector productivity 
and 

--delineate clearly the responsibilities of those 
Federal departments and agencies that have dir- 
ect program functions within the plan. i (See p. 23.) 
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Such an effort should be established by law, 
have clear and reasonable functions, and be 
guided by an organization with its own budget 
authorization and a small but highly capable 
staff. The organization should be devoted 
to developing and monitoring a productivity 
plan and coordinating the national productiv- 
ity effort. 

The specific organizational arrangement is of 
secondary importance for the success of the 
effort compared to the need for strong support 
from the President and the Congress. 

RECOMMENDATION TO THE CONGRESS 

GAO recommends that the Congress enact legisla- 
tion to establish a National Productivity Coun- 
cil with a full-time, presidentially appointed 
chairperson and its own budget authorization. 
The substance of such an organization was in- 
cluded in S. 2417, a bill introduced in the 
96th Congress that incorporates previous GAO rec- 
ommendations. The bill appears in appendix V. 

At the Chairman's request, GAO did not take the 
additional time needed to obtain agency comments 
on the matters discussed in this report. 
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CHAPTER 1 

8 INTRODUCTION 

On May 29, 1980, Congressman John J. LaFalee, Chairman of the 
Subcommittee on General Oversight and Minority Enterprise, House 
Committee on Small Business, requested that we assess the effec- 
tiveness of the National Productivity Council and its member agen- 
cies in carrying out the private sector aspects of Executive 
Order 12089 and its implementing memorandum. In accordance with 
a later request from the Chairman, we expanded the review to ex- 
amine the way the Government currently plans and coordinates pro- 
ductivity efforts and to develop recommendations for improving this 
process. 

ESTABLISHMENT AND ORGANIZATION OF THE 
NATIONAL PRODUCTIVITY COUNCIL 

Executive Order 12089 (see app. II) established the National 
Productivity Council on October 23, 1978, less than one month 
after the National Center for Productivity and Quality of Working 
Life was terminated. As outlined in the Executive order, the pri- 
mary function of the Council was to coordinate and guide Federal 
efforts to improve public and private sector productivity and to 
serve as the Government's primary contact with the privatelsector 
on productivity issues. 

The Council is chaired by the Director of the Office of Man- 
agement and Budget (OMB) and is composed of the heads of 9 other 
agencies that have productivity-related programs. 

--The Department of Commerce. 

--The Department of Labor. 

--The Department of the Treasury. 

--The Office of Personnel Management. 

--The Council of Economic Advisers. 

--The Council on Wage and Price Stability. 

--The Special Representative for Trade Negotiations. 

--The Office of Science and Technology Policy. 

--The Council on Environmental Quality. 

The implementing memorandum for the Executive order (see 
ame III), also dated October 23, 1978, assigned specific respon- 
sibilities for private sector productivity to the Departments of 
Commerce and Labor. 
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The National Productivity Council has no statutory authority 
and no budget authorization. The Council meets at the Chairman's 
initiative and, during its first year, held meetings quarterly. 
The Council last met in January 1980. At its first meeting, the 
Council created a steering committee which was made up of lower 
level representatives of each of the member agencies. The steer- 
ing committee met five times during the first year: its last meet- 
ing was also in January 1980. 

Staff work for the National Productivity Council is carried 
out by two Office of Management and Budget employees. These em- 
ployees are assigned to the Council full time but have occasionally 
been assigned projects unrelated to the Council. 

PRODUCTIVITY IS RECOGNIZED AS 
A MAJOR ECONOMIC ISSUE t. . 

Over the past 20 years, productivity l-/ has evolved from an 
issue of concern only to industrial engineers and a few economists, 
into a major national issue. 

Private sector productivity grew steadily for the first 2 of 
the last 3 decades, but in the past 12 years the growth rate has 
fallen by about one-half. From 1947 to 1966 the growth rate was 
about 3.2 percent per year. From 1966 to 1977 productivity grew 
only 1.6 percent per year. Although the rate of productivity growth 
was declining, many followers of economic trends were not partic- 
ularly concerned since the Nation's absolute productivity rate was 
so much greater than any other nation's, and the decline in our 
growth'rate was considered temporary. 

In the past 3 years, however, productivity growth virtually 
ceased. This is a very serious problem since declining productiv- 
ity fuels inflation and reduces both our standard of living and 
our international competitiveness. Productivity has now become a 
major national issue discussed in numerous articles and speeches. 
In its past three reports on the economy, the.Joint Economic Com- 
mittee has called attention to the significant problems caused by 
lagging productivity growth. In its 1979 midyear report, the Com- 
mittee warned that, unless the Nation's productivity growth rate 
accelerates, the average American will likely experience a declin- 
ing standard of living in the 1980s. 

The President's Commission for a National Agenda for the 
Eighties stated in its recent report on the economy that "Higher 

L/Productivity can be defined as the physical relationship between 
resource inputs (capital, material, and labor) to outputs of 
goods or services. When the output of goods and services in- 
creases faster than input, productivity is increasing. 
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productivity is a fundamental source of improvement in the 
economic well-being of the nation." The 1981 Economic Report of 
the President states that 

“Because declining productivity growth brings with it 
prospects for slower improvement in our standard of 
living and contributes to inflation, a program to stimu- 
late productivity must be a keystone of economic policy." 

In his inaugural address, President Reagan also pointed to the 
need to improve productivity to strengthen our economy. 

Similar concerns have been voiced by top Government officials 
in such agencies as the Council of Economic Advisers, the Depart- 
ments of Commerce and the Treasury, and the Council on Wage and 
Price Stability. Business and labor leaders have also expressed 
their concern about the productivity trend. 

General awareness of the need to improve our national produc- 
tivity is now at an all-time high. What remains to be done is to 
convert this awareness into action. The Government can play an 
important role in encouraging this action. 

THE FEDERAL GOVERNMENT HAS RECOGNIZED 
THE NEED FOR A PRODUCTIVITY FOCAL POINT 

A Federal role in national productivity is needed because the 
Government has a pervasive effect on private sector productivity. 
The Government directly affects productivity through numerous pro- 
grams that fund research, develop technology, and upgrade worker 
skills. The Government also has an indirect effect on productivity 
through tax and regulatory policies. 

The National Productivity Council is the fifth in a line of 
national productivity organizations dating back to 1970 that have 
attempted to deal with the Federal role. It was established 1 month 
before the National Center For Productivity and Quality of Working 
Life was terminated. (See app. IV for a brief explanation of pre- 
vious national productivity organizations.) 

The fact that national productivity organizations have existed c 
continuously for the past decade demonstrates that the Government 
has long recognized that Federal productivity policies and programs 
should be subject to central review and coordination. Yet, the or- 
ganizations preceding the current productivity council were poorly 
funded and inadequately supported. Our 1978 report on the National 
Center for Productivity and Quality of Working Life l/ documented 
that organization's shortcomings and contributed to Tts termination. 

h/"The Federal Role In Improving Productivity: Is The National 
Center For Productivity And Quality Of Working Life The Proper 
Mechanism?" (FGMSD-78-26, May 23, 1978). 
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OBJECTIVES, SCOPE, AND METHODOLOGY 

The objectives of this review were to: 

--Assess the effectiveness of the national productivity ef- 
fort established under Executive Order 12089. Specifically, 
this entailed assessing the work of the National Productiv- 
ity Council regarding the private sector and the p'erformance 
of the Departments of Labor and Commerce under their assigned 
productivity responsibilities. 

--Develop our views of what is needed to make Federal efforts 
to improve national productivity more effective. 

In accordance with the Chairman's request, we limited our 
scope to Federal efforts to encourage private sector productivity. 

This review was conducted in Washington, D.C. We examined 
all materials relating to the Executive order establishing the 
Council, interviewed the Council staff and examined council records 
including minutes of meetings, task force reports, and the Council 
inventory of Federal programs designed to improve productivity. 
In addition, we interviewed top officials who are directly in- 
volved in productivity improvement programs at the Departments of 
Labor and Commerce, the Office of Management and Budget, the Coun- 
cil on Wage and Price Stability, the Council of Economic Advisers, 
and the Office of Personnel Management. The purpose of these in- 
terviews was to determine what actions have been taken as a result 
of the Executive order and to obtain their views of the national 
productivity effort. 

We also interviewed selected officials in other agencies re- 
sponsible for productivity improvement programs identified in a 
Council report. These included the Federal Railroad Administration 
and the Federal Highway Administration, both under the Department 
of Transportation: the Small Business Administration: the National 
:Aeronautics and Space Administration: and the Bureau of Mines under 
:the Department of the Interior. These agencies were selected be- 
'cause they administered programs that represented both a signif- 
;icant portion of funds spent on productivity improvement and a 
'diversity of methods for improving productivity. 

In preparing this report, we have also drawn upon the exper- 
tise we have developed over the past 10 years from reviewing vari- 
ous productivity issues in the private sector, within the Federal 
Government, and in State and local governments. In the course of 
this work, we met with leading productivity experts in all sectors 
and issued the following reports. 

---"The Federal Role In Improving Productivity--Is The 
National Center For Productivity And Quality Of Work- 
ing Life The Proper Mechanism?" (FGMSD-78-26, May 23, 
1978). 
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--"State and Local Government Productivity: What Is The Fed- 
eral Role?" (GGD-76-104, Dec. 6, 1978). 

--"Framework For Proposed Legislation For A National Produc- 
tivity Council" (~-163762, NOV. 13, 1979). 

--"Government Measures of Private Sector Productivity: Users 
Recommend Changes" (FGMSD-80-45, July 8, 1980). 

--"The Council On Wage And Price Stability Has Not Stressed 
Productivity In Its Efforts To Reduce Inflation" (FGMSD- 
81-8, Oct. 16, 1980). 

--"The Department Of Labor Has Failed To Take The Lead In 
Promoting Private Sector Productivity" (AFMD-81-10, 
Dec. 4, 1980). 



CHAPTER 2 

THE NATIONAL PRODUCTIVITY COUNCIL HAS 

NOT ACTED ON THE FUNCTIONS IT WAS ASSIGNED 

In the 2 years since it was created, the National Productivity 
Council has been relatively inactive and has largely ignored the 
functions assigned to it. The Council has seldom met, has not pro- 
vided guidance to Federal productivity programs, and has not become 
recognized as the Federal productivity focal point. 

In establishing the National Productivity Council, the Presi- 
dent assigned it five key functions. The Council was charged to 

--work with executive agencies to assure that activities de- 
signed to improve productivity were carried out in a manner 
that realizes the maximum benefit from the resources in- 
vested: 

--identify issues pertaining to private and public sector pro- 
ductivity improvement and assign Council members or other 
executive agencies to study and resolve the issues: 

--identify, for the President's consideration, major policy 
issues with productivity implications, including the need 
for legislative initiatives: 

--serve as the focal point within the executive branch for 
liaison with elements of the private sector concerned with 
improving productivity and seek the advice and assistance 
of business, labor, and academic leaders, as well as of 
representatives of State and local governments and others 
concerned with productivity; and 

--serve as the focal point within the executive branch for 
liaison with organizations of foreign governments involved 
in efforts to improve productivity. 

Our review showed that the Council has not effectively ac- 
complished any of these functions. 

WORK WITH EXECUTIVE AGENCIES TO COORDINATE 
PRODUCTIVITY PROGRAMS HAS NOT TAKEN PLACE 

The National Productivity Council has taken no significant ac- 
tion to coordinate Federal productivity programs even though this 
is its key function and was specifically mentioned by the President 
When he established the Council. The coordination function is im- 
portant since many productivity programs cut across agency lines. 
A mechanism is needed to prevent needless overlap and duplication 
bf effort and ensure that the programs are efficiently and effec- 
~tively administered. 
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council officials said that before they could coordinate and 
guide Federal agency productivity programs, they needed to iden- 
tify what programs existed. The Council, therefore, undertook an 
inventory of Federal programs directly related to productivity 
improveinent. The inventory was to update a similar inventory com- 
piled by the National Center for Productivity and Quality of Work- 
ing Life in 1976. The results of the inventory have remained in 
draft form for more than 6 months. 

The inventory shows that the Government now spends more than 
$2 billion annually on programs directly related to productivity 
improvement. Despite the existence of the Council, these programs 
are operated without any central review, direction, coordination, 
or evaluation of their effect on productivity. 

Although the Departments of Labor and Commerce were assigned 
specific productivity responsibilities when the Council was estab- 
lished, the Council has not attempted to monitor their progress 
in meeting these assigned responsibilities and has not coordinated 
related programs. 

In a recent review of the Department of Labor's actions to 
fulfill its leadership responsibilities for productivity, l/ we 
found that the Department has failed to respond to the President's 
directive to provide leadership in human resources productivity. 
(These responsibilities are discussed in more detail in ch. 3.) 
According to a Productivity Council official, the Department of 
Labor's lack of action in these areas was appropriate since the 
Council had not specifically requested the Department to take any 
such actions. This was confirmed by Labor Department officials 
who said the Council had not provided them guidance regarding their 
productivity leadership responsibilities. 

Because the Department of Labor has not provided leadership, 
productivity-related programs in the human resources area are not 
being coordinated. We were told by officials in several agencies 
that the National Center for Productivity.and Quality of Working 
Life had provided interagency coordination, but that coordination 
ended with the Center and has not been reinstituted by the Depart- 
ment of Labor or the National Productivity Council. 

The Department of Commerce has taken several steps to carry 
out its productivity responsibilities. (These are also discussed 
in more detail in ch. 3.) Most of these steps were taken on the 
Department's own initiative or in response to Presidential state- 
ments rather than as a result of Council decisions or recommenda- 
tions. The Council made no attempt to evaluate these programs or 
coordinate them with related ones administered by other agencies. 

A/"Department of Labor Has Failed To Take The Lead In Promoting 
Private Sector Productivity" (AFMD-81-10, Dec. 4, 1980). 



During meetings with officials of several agencies who admin- 
ister productivity-related programs included in the inventory, we 
gained further proof that the Council has not acted on its coordi- 
nating function. Some programs included in the inventory are: 

--The Small Business Administration's Technology Assistance 
program, which provides small businesses with information 
on relevant Government research and development; and the 
Management Assistance Program, which provides counseling 
and training to owners of small businesses and those inter- 
ested in starting small businesses. 

--The Bureau of Mines program for advancing mining technology 
through the development and testing of new and improved pro- 
duction techniques for the mining industry. 

--The Federal Railroad Administration's research and technol- 
ogy programs for improved equipment performance, using com- 
puter models for designing freight yards, improving energy 
efficiency, and reducing pollution. 

--The National Aeronautics and Space Administration's Tech- 
nology Innovation program that provides information on 
Government-developed technology and computer software pack- 
ages for industrial applications. 

Officials responsible for these programs were generally un- 
aware of the National Productivity Council's existence. Those who 
had heard of the Council had not had any meaningful interaction 
with it. Some of the administrators we spoke to had identified 
other Federal programs that were similar to or related to their 
own and had tried to minimize overlap and duplication on their own. 
Many program managers have found that OMB generally takes a dim 
view of productivity programs such as these and considers them 
"cutable. ti 

COUNCIL HAS NOT IDENTIFIED 
IjlEY PRODUCTIVITY ISSUES 

The National Productivity Council has not identified key pro- 
ductivity issues for executive action. The Council has established 
task forces on a number of important issues but has not monitored 
their work or used them to identify key productivity issues. The 
Council's own meetings have addressed numerous important productiv- 
ity topics, but discussion of these topics was simply informational 
and only once did the Council go on record as recommending a policy 
action. The Council completely avoided examining the areas of tax 
and regulatory policy --two important factors in productivity per- 
formance. 

The Council established three groups to review productivity 
issues and identify needed actions. These included the Committee 
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on Industrial Innovation, the Committee on Productivity Statistics, 
and the Study Team on State and Local Government Productivity. 

Committee on Industrial Innovation 

In an October 31, 1979, message to the Congress, the President 
assigned continuing responsibility for industrial innovation to the 
National Productivity Council. The Council, in turn, established 
the Committee on Industrial Innovation to carry out this responsi- 
bility. The committee, chaired by the Assistant Secretary of Com- 
merce for Productivity, Technology and Innovation, is composed of 
the heads of the following departments and agencies or their des- 
ignated representatives. 

--The Department of Labor. 

--The Office of Science and Technology Policy. 

--The Small Business Administration. 

--The Department of Defense. 

--The Department of Energy. 

--The National Aeronautics and Space Administration.. 

--The National Science Foundation. 

The Committee was assigned to: 

--Monitor industrial innovation in the United States, using 
new or existing indicators of technological innovation, and 
report its findings and conclusions to the Council annually. 

--Identify issues pertaining to industrial innovation and pro- 
pose to the Council appropriate actions for studying and re- 
solving the issues. . 

--Identify major industrial innovation policy issues for con- 
sideration by the Council and the President, including the 
need for legislative initiatives. 

. 

--Assist Federal departments and agencies in implementing poli- 
cies and initiatives to encourage innovation. 

The Industrial Innovation Committee held its first meeting on 
May 20, 1980. The Committee has had only one other meeting and has 
not fulfilled any of its assigned functions. 

Committee on Productivity Statistics 

The National Productivity Council established a Committee on 
Productivity Statistics in December 1978 to review a report on the 
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subject prepared by the National Academy of Sciences at the request 
of the former National Center for Productivity and Quality of Work- 
ing Life. The committee, chaired by the Assistant Commissioner of 
the Bureau of Labor Statistics, is composed of heads of the follow- 
ing Federal departments and agencies or their designates. 

--The Department of Labor. 

--The Department of Commerce. 

--The Federal Reserve Board. 

--The Council of Economic Advisers. 

--The Council on Wage and Price Stability. 

The Committee was to prepare for the Council a report on the 
Academy's numerous recommendations for improving federally main- 
tained productivity statistics. The report was to (1) examine the 
significance, feasibility, and cost of the Academy's recommenda- 
tions, (2) assign priority to the recommendations, and (3) address 
how interagency cooperation for productivity measurement can be 
strengthened. 

The Committee on Productivity Statistics has met only twice 
and has not yet issued its report to the Council. 

Study team on the Federal role for improvinq 
State and local qovernment productivity 

At the first National Productivity Council meeting in December 
1979, it was decided that the Office of Management and Budget and 
the Office of Personnel Management (OPM) would co-chair a study team 
to develop recommendations on the Federal role in improving State 
and local government productivity. The team also included repre- 
sentatives from the 

--Department of Labor, 
. 

--Department of Housing and Urban Development, 

--Advisory Commission on Intergovernmental Relations, 

--Office of Science and Technology Policy, and 

--National Science Foundation. 

The study team's report was released in November 1979. The 
report recommendations included the following. 

--OPM should be designated the lead Federal agency for State 
and local government productivity. 
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--The Intergovernmental Personnel Act, which authorizes grants 
and cooperative agreements for personnel management, should 
be amended to included grants and agreements that cover any 
management programs or techniques that can be transferred 
to other jurisdictions. 

--OPM should assess Federal management capacity-building pro- 
grams. 

--OPM should encourage agencies to expand support for State 
and local government productivity measurement efforts. 

--The Office of Science and Technology Policy should take the 
lead in identifying the research needs of State and local 
governments. 

--OPM should prepare a plan for productivity information shar- 
ing that incorporates the resources of Federal and non- 
Federal groups. 

The Office of Personnel Management has undertaken a number of 
initiatives to fulfill the recommendations addressed to it without 
any further followup or assistance from the Productivity Council. 

Council meetings 

A review of the minutes of the four National Productivity Coun- 
cil meetings indicates that, while important productivity topics 
were discussed at the meetings, the discussions were almost entirely 
informational and were not used to identify key productivity issues. 
The following topics were discussed: 

--The difficulty of developing wage and price standards that 
encourage productivity. 

--OPM's productivity improvement program for Federal workers. . 

--Findings of the National Academy of Sciences, Panel on Pro- 
ductivity Statistics. 

--Findings of a Department of Commerce study entitled "The 
Decline in Productivity Growth: Its Causes and Approaches 
to Remedial Actions.ll 

--Preliminary results of the domestic policy review of indus- 
trial innovation. 

--The relationship between research and development and pro- 
ductivity. 

The only discussion recorded in the minutes that concluded 
with a polling of Council members occurred on September 4, 1979, 
after the Secretary of Labor presented a proposal for expanded 
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support of labor-management committees to help improve productivity. 
After the Council exprecleed unanimous support for the proposal, the 
Chairman directed that OMB, the Department of Labor, and the Fed- 
eral Mediation and Conciliation Service work together to develop a 
detailed plan to implement the proposal. 

The only other policy proposal the National Productivity Coun- 
cil has endorsed was included in OPM's report to the Council dis- 
cussing State and local government productivity. The Council en- 
dorsed legislation that would expand the Intergovernmental Personnel 
Act to provide greater support for State and local government pro- 
ductivity programs. No congressional action has been taken on this 
legislation. 

The Productivity Council recognized that tax and regulatory 
policy are important factors in private sector productivity per- 
formance, but it specifically avoided these issues since Council 
officials expected them to be fully addressed by other agencies 
and policy groups. 

LIMITED EFFORTS HAVE BEEN MADE TO IDENTIFY 
POLICY ISSUES AND DEVELOP LEGISLATIVE INITIATIVES 

The Council has made limited efforts to identify policy issues 
and develop legislative initiatives. The Council has not developed 
legislative initiatives or recommended legislation to the President 
to encourage or stimulate productivity growth through the revision 
of tax or regulatory policy or through increased support for indus- 
trial innovation and research and development. 

The Council did express its support for additional funding of 
a Federal Mediation and Conciliation Service program to encourage 
the development of labor-management committees. Although the Coun- 
cil supported increased funding for the program and provided staff 
assistance to the Federal Mediation and Conciliation Service, con- 
gressional staff who supported the legislation said that the Coun- 
cil did not strongly recommend the funding to the Congress. The 
a4ministration's funding request for the program was sharply re- 
duced. 

The Council, through the Office of Personnel Management, rec- 
ommended that the Intergovernmental Personnel Act be expanded to 
permit funding of all types of important State and local govern- 
ment programs rather than just personnel management programs. As 
noted above, no congressional action has been taken. 

COUNCIL HAS NOT SERVED AS EXECUTIVE BRANCH 
CONTACT POINT FOR INTERACTION WITH 
THE PRIVATE SECTOR 

The National Productivity Council has not developed any formal 
mechanism to obtain information from the private sector or State 
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and local governments regarding Federal productivity policy. AC- 
cording to Council officials, a number of departments and agencies 
that are members of the Council have their own private sector ad- 
visory groups dealing with various industry problems. None of 
these advisory groups, however, specifically address productivity 
problems. 

When the Council was established, the President said that, in 
its work, "the Council will be seeking advice and assistance from 
business, labor, and academic leaders." But officials at the Na- 
tional Productivity Council have stated they do not believe much 
would be gained by creating a private sector advisory group to rec- 
ommend Government actions to help improve productivity. However, 
in numerous discussions with private sector leaders in business, 
labor, and nonprofit organizations, we have been told of the need 
for a neutral forum where representatives of business, labor, and 
Government could constructively discuss problems in which they have 
a common interest. 

While the Council was charged to play this type of role with 
the private sector, it has not done so. Its involvement with the 
private sector has been limited to sending representatives to a 
number of industry-oriented productivity conferences. 

As a part of its review of OPM's report on State and'local 
government, the Council did host a conference where State and lo- 
cal governments and Federal agencies could express their thoughts 
on how the Federal Government can encourage and improve productiv- 
ity in State and local governments. 

LIMITED EFFORTS HAVE BEEN MADE 
AS U.S. FOCAL POINT FOR LIAISON WITH 
FOREIGN GOVERNMENT PRODUCTIVITY ORGANIZATIONS 

As a member of the Association of European Productivity Cen- 
ters, the Council has sent representatives to three association 
meetings in Europe. The results of one of-these meetings was re- 
ported to the Council and no attempt was made by the Council to 
identify what information or projects discussed at the meetings 
would be useful to Federal agencies administering productivity- 
related programs. 
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CHAPTER 3 

AGENCY PERFORMANCE UNDER ASSIGNED 

PRODUCTIVITY RESPONSIBILITIES HAS BEEN MIXED 

AND HAS LACKED COUNCIL INVOLVEMENT 

Under the implementing memorandum for Executive Order 12089, 
the Departments of Labor and Commerce were assigned leadership re- 
sponsibilities for encouraging private sector productivity. The 
memorandum specified that the National Productivity Council was 
to assure that these efforts were carried out as productively as 
possible. The Council did not act on this charge. Therefore, the 
Department of Labor did not act on its leadership responsibili- 
ties. The Department of Commerce undertook significant productiv- 
ity initiatives despite the Council's lack of involvement. 

THE DEPARTMENT OF LABOR DID NOT 
ACT ON ITS RESPONSIBILITIES 

In his memorandum implementing Executive Order 12089, the 
President directed the Labor Department to provide Federal leader- 
ship in three human resources areas: 

--Productivity growth through improvement and innovative use 
of employee skills and capabilities. 

--Protection and improvement of the quality of working life 
in conjunction with productivity improvement. 

--Labor-management cooperation in productivity growth. 

Labor was also given leadership responsibility for productivity 
measurement, a duty it was already performing. 

Our recent report on Labor's productivity activities, L/ 
showed that the Department of Labor had not 

--assessed private sector needs to determine what Federal ac- 
tions should be taken to improve productivity, 

--developed a Department-wide productivity plan, 

--evaluated its ongoing productivity projects in terms of 
their impact on productivity, and 

J/"Department of Labor Has Failed to Take the Lead for Promoting 
Private Sector Productivity," (AFMD-81-10, Dec. 4, 1980). 
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--coordinated its ongoing productivity projects within the 
Department of Labor and with other Federal departments and 
agencies. 

We concluded that the Department of Labor had not implemented 
its leadership role as directed by the President because of the 
low priority the President assigned this responsibility. As stated 
earlier, the National Productivity Council was not concerned with 
the Labor Department's lack of action in this area. 

In the area of productivity measurement, the Labor Depart- 
ment's Bureau of Labor Statistics continued its work of compiling 
national productivity statistics. In a July 8, 1980, report to the 
Congress, A/ we found that the Bureau's measures of private sector 
productivity could be improved. We found the most needed improve- 
ments to be: 

--Developing a new productivity measurement program which is 
directed at promoting productivity improvement at the firm 
level. 

--Providing more information to aid in interpreting and under- 
standing productivity measures. 

--Developing multifactor productivity measures for the macro- 
economic sector, such as we developed for the private busi- 
ness sector. 

The Department of Labor generally agreed with our report and 
is presently attempting to improve the productivity statistics com- 
piled by the Bureau of Labor Statistics. One high level Bureau 
official told us, however, that the National Productivity Council 
had not given the Bureau any guidance on how it should undertake 
its leadership responsibilities for improving productivity statis- 
tics. . 
THE DEPARTMENT OF COMMERCE TOOK ACTIONS ON 
PRODUCTIVITY WITHOUT COUNCIL INVOLVEMENT * 

In a memorandum implementing Executive Order 12089, the Presi- 
dent assigned the Department of Commerce leadership responsibility 
in 2 areas: 

--Technological innovation, including improved management sys- 
tems and production methods. 

--Collection and dissemination of information on productivity 
and productivity improvement. 

A/"Government Measures of Private Sector Productivity: Users 
Recommend Changes," (FGMSD-80-45). 
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The Department of Commerce has taken several steps to carry 
out the first of these responsibilities. Most of these steps, 
however, were taken on the Department's own initiative or in re- 
sponse to Presidential statements without the involvement of the 
National Productivity Council. 

The most significant productivity initiative at the Depart- 
ment of Commerce since it was assigned productivity responsibili- 
ties was the establishment of the Office of Productivity, Techno- 
logy, and Innovation (OPTI) at the Assistant Secretary level. The 
Assistant Secretary for Productivity, Technology, and Innovation 
is the focal point for productivity at the Department. 

OPTI's 1981 productivity initiatives included programs that 
would 

--help promote significant technological advances that can 
be transferred to the private sector through three coopera- 
tive generic technology centers, 

--provide the private sector with large quantities of tech- 
nical information developed and financed largely by the 
Federal Government through a center for the utilization of 
Federal technology, and 

--set up two corporations for innovation and development to 
provide initial capital for promising, technology-based, 
high risk firms. 

In response to the Department of Commerce's leadership charge 
for the collection and dissemination of productivity information, 
the Department had considered establishing a Productivity Reference 
Service to make productivity data and materials readily available 
to the private sector. However, no action has been taken. 

The Department had also proposed for fiscal 1982 the estab- 
lishment of a technology-oriented productivity center at the Na- 
tional Bureau of Standards that would focus on technological de- 
velopment. The Center would permit the joint development and 
demonstration of process improvements and automation techniques 
by'industry and government. The administration denied all funding 
for this program, and recommended that the OPT1 program be funded 
at 68 percent below the level requested. 

According to Department of Commerce officials, the National 
Productivity Council was of no assistance in attempts to obtain 
the funding they believed was required to meet their productivity 
re$ponsibilities. 
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CHAPTER 4 

A STRONGER FEDERAL ORGANIZATION IS NEEDED TO PROPERLY --- 

ADDRESS PRODUCTIVITY FROM A NATIONAL PERSPECTIVE 

The national productivity effort established under Executive 
Order 12089 and directed by the National Productivity Council has 
been ineffective because it lacked the support of the President 
and its own chairman. As a result, the Council was never recog- 
nized as the Federal productivity focal point and the numerous Fed- 
eral productivity programs were funded and operated without any 
central review, direction, coordination, or evaluation. 

Productivity is now recognized as an issue crucial to our 
economic well-being. A strong Federal organization is needed, 
however, to properly address productivity from a national per- 
spective and help foster private sector productivity improvement. 
Yet, lacking central review and coordination, the myriad existing 
Federal productivity programs could inadvertently do more to stifle 
productivity than to foster it. An effective organization and 
spokesperson are also needed to keep productivity issues in the fore- 
front. In economic decisionmaking that emphasizes broad macroeco- 
nomic policies, productivity tends to be viewed simply as a factor 
affected by such policies rather than as an economic tool in itself. 
The beneficial effects of direct efforts to improve productivity 
are therefore often overlooked. 

A recognized and effective organization is also needed to pro- 
vide an open and nonthreatening channel to air private sector prob- 
lems and concerns about productivity-related policies. 

While there are numerous organizational alternatives for a 
productivity effort, the key is to establish an organization with 
a clear mission and provide it the support it needs to be ef- 
fective. The organization should be small and should participate 
in the economic and budgetary decisionmaking processes. It would 
not increase Federal involvement in the economy. 

THE PRODUCTIVITY EFFORT HAS BEEN 
INEFFECTIVE BECAUSE IT LACKED SUPPORT 

The National Productivity Council and the Departments of 
Labor and Commerce were assigned functions as part of the produc- 
tivity effort that were more reasonable and realistic than those 
assigned its predecessor productivity organization. Yet, because 
the Council was not properly supported by the administration, it 
did not fulfill its functions and did not guide or assist other 
agencies in meeting their productivity responsibilities. As a 
result, the productivity effort was even less effective than that 
directed by its predecessor. 
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In previous reports and in congressional testimony, we have 
stated that the success of a national productivity effort is not 
dependent on organizational structure but on the support it re- 
ceives from the Congress and the President. We define "support" 
in this case as 

--appointment of a strong leader who has access to other top 
leaders of the administration and is included in policymak- 
ing decisions, 

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

--appropriate resources to enable the organization to fulfill 
its mission. 

The Council is chaired by the Director of the Office of Man- 
agement and Budget, but the Director has many demands on his time. 
Those demands have left him limited time for the Council and have 
prevented him from becoming the recognized spokesperson for pro- 
ductivity. In numerous interviews with top agency officials, we 
found that, in fact, the Council is not perceived as the focal 
point for Federal productivity improvement efforts. Most offi- 
cials we spoke with had not even heard of the National Productiv- 
ity Council, even though their work directly related to improving 
private sector productivity. 

The Council was assigned only two full-time employees, and 
they were occasionally assigned projects unrelated to the Council's 
work. Perhaps the clearest demonstration of the administration's 
lack of interest in the Council is the Council's time in session. 
Since October 1978 the Council has met only 4 times, for a total 
of about 4 and l/2 hours, and last met over a year ago. 

When President Carter made his March 14, 1980, speech on the 
economy, he mentioned the need to develop policies to reverse the 
vation's declining productivity growth. In assigning responsibil- 
ity for developing policy recommendations for reversing the de- 
cline, the President ignored the National Productivity Council and 
assigned the responsibility to the President's Commission for an 
Agenda for the Eighties --an organization developed to examine a 
wide range of social and economic issues that will be important in 
the current decade. Officials at the Council and the Commission 
were unable to explain why this responsibility had not been given 
to the Council. 

According to top executive branch officials, the lack of sup- 
port provided the Council was due to the predominant belief in the 
administration that the decline in U.S. productivity is an effect 
of economic problems and not a cause. Therefore, productivity 
could best be improved by macroeconomic policies designed to reduce 
inflation. 



THE LACK OF AN EFFECTIVE ORGANIZATION 
HASj%%' FEDERAL PRODUCTIVITY PROGRAMS 
WITHOUT'-COMMON GOALS AND OBJECTIVES 

The Federal Government is heavily committed to numerous PLO- 
grams to encourage productivity improvement. The National Produc- 
tivity Council's inventory found that the Government spends more 
than $2 billion annually on programs directly related to produc- 
tivity improvement. (See Table 1.) However, since no effective 
productivity organization exists, these programs are funded and op- 
erated without any central review, direction, coordination, or 
evaluation. Lacking a productivity plan that specifies Federal 
goals and objectives for national productivity, these efforts can- 
not be properly assessed. An effective central organization is 
needed to review and analyze Federal productivity programs, to de- 
velop a productivity plan, and to coordinate ongoing efforts. 

The existence of numerous Federal productivity programs was 
documented in the productivity inventory that found: 

--A total of $2 billion was obligated in fiscal 1979 for pro- 
grams to improve productivity in the private sector; an esti- 
mated $2.2 billion would be spent in fiscal 1980. 

--A total of $112 million was obligated in fiscal 1979 for 
programs to support productivity improvement in State and 
local governments: an estimated $105 million would be spent 
in fiscal 1980. 

The programs included in the inventory demonstrate the wide- 
spread efforts of Federal agencies to help improve national pro- 
ductivity. Of the total obligations dealing with private sector 
productivity, over 80 percent can be broadly classified as support 
for activities to improve civilian technology through research and 
development. About 6 percent of the funds is devoted to financial 
and technical assistance programs to implement new technologies 
and methods in the private sector. Less than 2 percent is spent 
for improving human resources through programs for skill training, 
improved labor mobility, job security, and labor-management cooper- 
ation. 

Lacking a productivity plan or overall goals and objectives 
for Federal productivity programs, there is no way to properly 
evaluate these programs to determine if the current level of fund- 
ing is appropriate, to identify the need for new programs, or to 
assign priority to existing programs. 

Without overall goals and objectives, each of these programs 
is reviewed by OMB as a small program or effort within a given de- 
partment or agency. Since no overall Government goal or objective 
exists for these productivity programs, they are not reviewed as 
part of a Federal effort to encourage productivity. As a result, 
programs that may have valuable long term effects on productivity 
are rejected or reduced during budget reviews. 
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0ne rejected program was a Department of Commerce proposal to 
establish a technology-oriented productivity center at the National 
Bureau of Standards. Department officials strongly believed that.. 
this program would be extremely effective in helping industry de- 
velop and improve technology in needed areas. The Department viewed 
the program as a modest but very important investment that would 
have a great long term payback in terms of improved productivity. 
OMB, however, viewed the proposal as an unnecessary increase in the 
Department's budget and an effort that belongs in the private sector. 

Another example of a reduced program is the Federal Railroad 
Administration's research and technology program to improve rail- 
road productivity, which has been cut about 50 percent in real dol- 
lars since 1974. A Railroad Administration official said OMB has 
not supported this program because of the Office's belief that ap- 
plied research and development should be done by the railroad in- 
dustry and not by the Government. 

While we are not attempting to pass judgment on OMB's deci- 
sions, we believe that programs such as these, and others we have 
identified, must be examined in terms of the overall Federal effort 
to improve productivity. For this to be done properly, criteria 
must be established that specify how the Government pLans to en- 
courage private sector productivity. 

A NEW PRODUCTIVITY ORGANIZATION IS NEEDED ------- -.- -.----- --- 
TO STRENGTHEN PRODUCTIVITY EFFORTS --- _ - 

Productivity is now recognized as a vitally important national 
issue. This issue requires a stronger Federal commitment than the 
current Council can provide. All key economic decisionmakers in 
recent years have recognized the importance of productivity growth 
to our economic strength. Yet, when economic policies are made, 
productivity concerns seem to be given low priority. 

One of the key leverage points for the Federal Government to 
improve productivity is through tax and regulatory policy. WhiLe 
numerous factors must be considered in deciding these policies, 
a strong spokesperson must be present in the decisionmaking process 
to represent concerns for productivity. This is not the current 
situation. 

Of equal importance, an effective organization would be ahLe to 
provide needed guidance and coordination to the many existing Fed- 
eral efforts to encourage private sector productivity. 

Finally, a new national productivity organization is needed 
to provide a neutral forum where private sector concerns about pro- 
cluctivity can be discussed with Government representatives. Such 
a forum cannot he provided by individual Federal agencies that 
administer programs that regulate private sector activities. A 
tru1.y neutral ground where representatives of business, labor, and 
Government can discuss and resolve common problems is required. 
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A properly structured and supported productivity council could play 
such a role. Bringing private and public sector representatives 
together under these circumstances could help build needed coopera- 
tion and trust among business, labor, and the Government as well 
as provide the Government with accurate information on the needs 
and problems of the private sector in terms of productivity. 

ELEMENTS NEEDED FOR A SUCCESSFUL -- -.-- 
NATIONAL PRODUCTIVITY PROGRAM -_- -----. 
HAVE BEEN IDENTIFIED e--y. 

We have identified the key elements needed for an effective 
national productivity program. The program, which should be led 
by a new organization, includes functions for the organization and 
for existing agencies. 

Regardless of where it is located, the lead organization 
would require a small but highly capable staff. A large organi- 
zation with extensive program responsibility is not called for. 
Most of the productivity work would remain with the agencies. To 
he successful, a national productivity program must have (1) sup- 
port from the President and the Congress and (2) clear and reason- 
able functions for fostering private sector productivity. The 
program should be established by law, and the organization direc- 
ting it should have its own budget authorization. As a statutory 
body rather than an organization established by Executive order, 
the productivity organization would have needed authority and 
stability and would be accountable to the Congress. In addition, 
from a legal point of view, statutory authority would enable the 
organization to provide interagency coordination without any fund- 
ing problems. 1_/ 

While organizational considerations are secondary, a decade 
of various ineffective productivity organizations has shown that 
to be effective, such a national productivity organization should: 

--Be chaired by a high level, full-time Chairperson who is 
included in economic and budgetary decisionmaking. 

--Provide oversight, direction, control, and coordination to 
departments and agencies in the areas of productivity im- 
provement. 

.l+/This is because a Government-wide provision carried each year 
in the Treasury, Postal Service, and General Government Appro- 
priation Act prohibits the use of appropriations to fund certain 
interdepartmental organizations without prior and specific con- 
gressional approval of such method of financial support. In 
fact, this provision would have required congressional funding 
approval for the National Productivity Council had the Council 
undertaken the administrative functions envisioned for it under 
Executive Order 12089. 
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--Establish a National Productivity Advisory Board composed 
of members representing business, labor, and academia to 
advise the organization on appropriate actions to improve 
productivity and foster improved cooperation between the 
public and private sectors in attempts to improve produc- 
tivity. 

--Be required to develop a national productivity plan to out- 
line what the Federal Government is doing and should be do- 
ing to improve productivity. 

We consider the development of a national productivity plan 
as the most important element. Such a plan should be developed 
with the extensive involvement of business, labor, and academic 
representatives as well as the existing national and regional pro- 
ductivity centers. A private sector advisory board could be in- 
strumental in this effort. The productivity plan should address 
two types of Federal actions: those that are uniquely national in 
that only the Federal Government can carry them out, and those 
that will assist industry efforts to improve productivity. Speci- 
fically, the plan should 

--identify and describe the effect of existing Federal poli- 
cies, programs, and activities on private sector productiv- 
ity: 

--delineate clearly the responsibilities of those Federal de- 
partments and agencies that have direct program functions 
within the plan; 

--identify existing unnecessary obstacles to productivity 
improvement created by the Federal Government: and 

--provide alternative policies, programs, activities, and 
lines of responsibility to improve private sector produc- 
tivity. 

In addition, the plan should contain . 

--an analysis of the Federal budget to document where Federal 
funds in support of private sector productivity improvement 
are being spent: 

--an assessment of Federal efforts during the past year to 
improve productivity, including an identification of gaps, 
duplicated efforts, successes, and failures: and 

--a priority listing of short and long term objectives, and 
specific projects and programs for the next year to attain 
these objectives. 

The plan should be dynamic, and as such must be updated reg- 
ularly. It should be used to guide the numerous Federal actions 
to improve productivity, and will enable decisionmakers to put 
productivity-related proposals into meaningful context. 
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A national productivity organization should also be 
responsible for: 

--Bringing together representatives of business, labor, aca- 
demia, and Government to identify Federal targets of op- 
portunity for private sector productivity improvement. 

--Conducting broad issue studies to refine and update the 
national productivity plan. 

--Performing economic analyses of the short and long term 
impact on productivity of selected Government regulations 
and laws. 

--Providing continuing guidance to the departments and agen- 
cies on the implementation of the national productivity 
plan. 

--Recommending to the President, the Congress, and appro- 
priate departments and agencies legislation, regulations, 
policies, and specific actions to improve private sector 
productivity. 

--Acting as the primary Federal Government focal point for 
national productivity in dealing with the private sector 
and other productivity organizations. 

--Reporting to the President and the Congress annually on 
accomplishments and revisions to the national productivity 
plan. 

As an important part of the program, the Departments of Labor 
and Commerce should be assigned leadership responsibilities for en- 
couraging private sector productivity in the areas of human resources 
and technology. 

Needed elements are in line with 
previous GAO recommendations I 

These elements needed for a successful productivity program 
are in line with the recommendations we made in our 1978 report 
ofi the National Center for Productivity and Quality of Working 
Life (FGMSD-78-26, May 23, 1978). We stated that 

"A separate organization with proper support from the 
Administration and adequate funding would be the most 
desireable type of organization to deal with problems 
of private sector productivity." 

When that report was issued, it was clear that support for 
such an independent organization was not forthcoming. Since then, 
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with the increased awarenesss of the importance of productivity 
to our economy, the attitude toward such an organization seems to 
have changed, and the support needed to make a national productiv- 
ity program successful may now be forthcoming. 

ESTABLISHMENT OF A PRODUCTIVITY ORGANIZATION 
HAS MET RESISTANCE 

In congressional testimony and at conferences we have hosted 
and attended, some participants have questioned the need for a pro- 
ductivity organization. Resistance to this concept seems based 
on three things --a basic opposition to establishing new organiza- 
tions, fear of increased Federal intervention in the economy, and 
fear that such an organization would propose actions contradictory 
to broader economic policies. 

Although establishing an effective organization would result 
in a new organizational entity, it would be a small organization 
that would simply try to organize and direct existing productivity 
efforts. It would not represent an attempt to increase Federal 
involvement in the economy but would review current Federal in- 
volvement as it relates to national productivity. Finally, the 
organization would not be an economic decisionmaker but would par- 
ticipate in economic and budgetary decisionmaking to ensure the 
presence of a productivity perspective. 
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CHAPTER 5 

CONCLUSIONS AND RECOMMENDATION 

The Nation is currently in the midst of a serious decline in 
produc.ti.vity growth. The productivity problem and its implica- 
tions are now widely recognized. The existence of numerous 
Government programs to encourage private sector productivity is 
evidence that the Government recognizes this problem. Yet, with 
over $2 bil.lion being spent on such productivity-related programs, 
the Government lacks an effective organization to harness and di- 
rect these programs. 

Over the past decade, the Federal Government has made several 
attempts to organize and direct Federal productivity efforts. The 
onl.y common thread running through these attempts, including the 
current Council, is the lack of support they have received and their 
ineffectiveness. As we have stated in previous reports and in con- 
gressional testimony, any Federal effort to encourage productivity 
growth must have strong support from the President and the Congress 
and must include the concerns of the private sector. We continue 
to believe a productivity effort is needed and can be effective. 

A concerted, national effort that draws from the experience 
and concerns of all sectors of our society is urgently needed to 
meet the challenges of productivity improvement. Productivity 
improvement must be made an explicit goal of American society. 
The effort must proceed on many fronts since there is no dominant 
source of growth on which we can concentrate our efforts. To 
sustain such a national productivity effort, the Federal Govern- 
ment must assume a leadership role. 

Productivity growth has been achieved primarily as a result 
of private initiatives. Private sector productivity growth must 
be restored to strengthen our economy and to increase our inter- 
nqtional competitiveness. In our mixed and interdependent econ- 
my I Government policies play an important role-in making restored 
productivity growth possible. Although the private sector is the 
key to our national productivity performance, it is not always able 
to maximize productivity because the incentives to do so are not 
always appropriate or strong enough or because the efforts to im- 
prove productivity are needlessly hampered by Government policies 
and regulations. 

The Federal Government must, in addition to tax incentives and 
regulatory reform, demonstrate its commitment to productivity by 
organizing its existing productivity improvement programs more 
coherently and by working with the private sector to develop a na- 
tional productivity plan. Such a plan can guide Federal productiv- 
it.jr efforts and provide criteria against which existing and proposed 
programs related to productivity improvement can be examined. 
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While the Federal effort we envision would require a new 
organizational entity to lead it, the organization would be small 
and would require minimal funding. It would not be a decisionmak- 
ing body and would not involve increased Federal intervention in 
the economy. It would have a small, highly capable staff that 
would work closely with existing departments and agencies, iden- 
tify opportunities for improving productivity, and, through its 
leader, bring a productivity perspective to the economic and bud- 
getary decisionmaking processes. 

Although an effective productivity effort can be organized 
in many ways, we prefer the approach of an independent, statutory 
council with a full-time, presidentially appointed chairperson. 
However, organizational considerations are secondary. The primary 
need is for a properly supported organization that will work closely 
with business, labor, and academic representatives to develop a 
national productivity plan that will simply guide and coordinate 
the numerous Federal policies and programs that affect productivity 
and recommend needed changes for encouraging national productivity 
growth while meeting other policy objectives. 

RECOMMENDATION TO THE CONGRESS 

We recommend that the Congress enact legislation to establish 
a National Productivity Council with a full-time, presidentially 
appointed chairperson and with its own budget authorization. The 
main function of the Council would be to prepare, with the involve- 
ment of private sector representatives, a national productivity 
plan. The substance of such an organization is included in S. 2417, 
a bill introduced in the 96th Congress that incorporates previous 
GAO recommendations. The bill appears in appendix V. 
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JOHN J. L*FALCE, N.Y. 
CHAIRMAN 

JAYQ C. CDNUAN, C&W. 
JaM( P. A-. N.Y. 
l KRCN 1. YITC”Eu, MD. 
WCNNY D. -. m. 
IO-ICK ‘II. RICW”OND. N.Y. 

YlYuRcANYm# KY. 
LYU wiulAMal ONIO 
DOUOU# K. -. WR. 

May 29, 1980 

The Honorable Elmer B. Staats 
Comptroller General of the United States 
U.S. General Accounting Office 
441 G Street, N.W. 
Washington, D.C. 20548 

Dear Mr. Staats: 

On March 14, 1979, nly Small Business Subcommittee on General Oversight 
conducted a hearing concerning declining productivity growth in this 
country and the performance of the National Productivity Council. A 
number of the witnesses expressed concern about the effectiveness of 
the National Productivity Council and the Administration's future pro- 
ductivity policies. 

Since that hearing, I have experienced considerable difficulty in lo- 
cating meetings and actions of the Council; and I have encountered 
considerable skepticism concerning the activities of the Council. 

Therefore, I am formally requesting the General Accounting Office to 
conduct an assessment of the overall performance of the National 
Productivity Council. 

I look forward to receiving your support, and I want to thank you in 
advance for your kind cooperation. 

Sincerely, 

Chairman 

JJL: TN 
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EXECUTIVE ORDER 12089 

FOR IWlEDIAtL RELEASE OC’POBER 23, 1978 

Offloe of the Whlte House Prom Secretary 

---------------------------------------~---------------------- 

THE WHITE HOUSE 

EXECUTIVE ORDER 

m--w--- 

YATIONAL PRODUCTIVITY COUNCIL 

By the authority vested in 014 44 Presidsnt by the 
Conrtitution of the United States of America, and in ordsr 
t0 provlde for coordinated and effective Federal programs 
to improve productivity in tha public and private sectors, 
it is hereby ordared as followsr 

l-l. Establlshmant of the Council. 

l-101. There is established the National Productlvlty 
Council. 

l-102. The Council will be composed of ths heads of 
the following agencle4, or a designated representative, 
and such others as the President may designate: 

(a) 
(b) 
(cl 
(d) 

(0) 
( 1.l 
(e) 
(h) 

(1) 

(J) 

Department of the Treasury. 

Department of Commerce. 

Department of Labor. 

Office of tha Special Repressntatlve for 
Trade Negotiations. 

Council of Economic Advisera. 

Office of Management and Budget. 

Offlce of Sclance and Tachnology POliEY. 

Council on Environmental Quality. 

Civil Service Commission, and 

Council on Waee and Price Stability. 

l-103. The Director of the Office of Management and 
Budget will serve as Chairman of the Council. 

1-2. Functions of the Council. 

I-201. The Council will work with Executive agencies 
to assure that acttvities designed to improve productivity 
in the private and public sectors ara carried out ln a manner 
that realize4 maximum beneflt from the resources invested. 
Aa part of this responsibility the Council will Ldrlntify 
opportunities for cooperative or innovative projscts to be 
undertaken by the agencies, as well as overlapping or duplica- 
tive program4 which should be eliminated. 
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l-202. The Council will identify issues pertaining 
to private and public sector productivity and productivity 
improvement, and will make assignments to Council members 
or other Executive agencies for studying and resolving the 
issues. 

l-203. The Council will identify major policy issues 
with productivity implications for consideration by the 
President, including the need for legislative initiatives. 

l-204. The Council will serve as the focal point 
within the Executive Branch for liaison with elements of 
the private sector concerned with improving productivity, 
and will seek the advice and assistance of business, labor, 
and academic leaders, as well as representatives from State 
and local governments and others concerned with productivity. 

l-205. The Council will serve as the focal point within 
the Executive Branch for liaison with organizations of foreign 
governments involved in efforts to improve productivity. 

l-3. Administrative Provisions. 

l-301. Executive agencies shall cooperate with and 
assist the Council in performing its functions. 

1-302. The Chairman shall be responsible for providing 
the Council with such administrative services and support 

as may be necessary or appropriate. 

l-303. The Chairman may establish working groups or 
subcommittees of the Council. The Chairman may invite repre- 
sentatives of nonmember agencies to participate from time to 
time in the functions of the Council. 

l-304. The Chairman shall report to the President 
on the performance of the Council’s functions. 

JIMMY CARTER 

THE WHITE HOUSE, 
October 23, 1978. 
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THE WHITE HOUSE 

WASHINGTON 

October 23, 1978 

APPENDIX III 

MEMORANDUM FOR THE HEADS OF DEPARTMENTS AND AGENCIES 

SUBJECT: Productivity Improvement Program 

Today I have signed an Executive order establishing a 
National Productivity Council. I have established this 
Council in recognition of the vital role productivity 
plays in the Nation's economy by helping control inflation, 
making U.S. goods more competitive in world markets, and 
increasing the real income of the American worker. 

The Council will serve as the focal point in the executive 
branch for efforts to improve productivity in the private 
and public sectors of our economy. One of its major 
functions will be to assure that these efforts are them- 
selves carried out in the most productive fashion. 

I would like to highlight the major responsibilities for 
improvement that are assigned by statute to the executive 
branch, and identify the departments and agencies to which 
I look for leadership in carrying out these responsibilities: 

0 Technological innovation, including improved 
management systems and production methods-- 
Department of Commerce: * 

0 Collection and dissemination of information on 
productivity and productivity improvement-- 
Department of Commerce; 

0 Productivity growth through improved and innovative 
utilization of employee skills and capability-- 
Department of Labor (in cooperation with the 
Department of Commerce); 

0 Protecting and improving the quality of working 
life of employees in conjunction with productivity 
improvement --Department of Labor (in cooperation 
with the Department of Commerce); 
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c Productivity measurement--Department of Labor: 

0 Labor-Management cooperation in productivity 
growth--Department of Labor; 

0 Productivity of the Federal Work Force--Civil 
Service Commission (in cooperation with the 
Office of Management and Budget); and 

0 Assuring that productivity concerns are taken into 
account in regulatory policy--Office of Management 
and Budget (including assuring consideration of 
productivity in regulatory analyses provided for 
in Executive Order 12044). 

Improved productivity is vital to the social and, economic 
well-being of our Nation. The Federal Government can make 
a major contribution to improving productivity. I expect 
all agencies to cooperate with and assist the Council in 
meeting its responsibilities so we realize maximum benefit 
from the Federal effort to improve productivity growth. 

. 
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HISTORY OF NATIONAL PRODUCTIVITY ORGANIZATIONS 

The National Productivity Council ia the moot recent in a 
eerie8 of productivity organieationr. The firat wa8 the National 
Commirrion on Productivity established in 1970 by presidential 
order. The purpors of thir commission was to revitaliee slacken- 
ing productivity that would lead to more stable pricee. In Decem- 
ber 1971 an amendment to the Economic Stabilization Act (Public 
Law 92-210) gave the commiroion statutory recognition and enlarged 
the 8cope of it8 function8 and reeponsibilities. 

In 1973, when the Economic Stabilization Act expired, the 
Senate pa8sed a bill that would have expanded the commission's 
scope to include improving the American worker's morale and work- 
life. This bill was defeated in the House of Representatives, 
objections being voiced to it8 $5 million cost. However, a cur- 
tailed commission was temporarily traneferred to the Cost of Living 
Council. In the spring of 1974 the HOU8e reversed it8 earlier vote 
and a new law (Public Law 93-311) was enacted establiehing the 
National Commiseion on Productivity and Work Quality. Authority 
under this law, which wa8 scheduled to expire in June 1975, wa8 
later extended to November 1975. 

In November 1975, Public Law 94-136 wae passed. This act 
transferred the staff and functions of the Commiseion to the new 
National Center for Productivity and Quality of Working Life. The 
act authorized funding for 3 years to overcome the year-to-year ex- 
istence, interruptions, and funding problems of the previous or- 
ganizations. 

The Center, though, suffered from a low level of funding and 
administration support in relation to its broad mandate. The Cen- 
ter's authorization was allowed to expire at the end of September 
1978. The President then established the National Productivity 
Council. 

The following table summarizes this history and the respective 
appropriation levels. 
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History and Funding of the National Productivity Council 

and Its Predecessor Organizations 

Orqanization Authorization 

National Commission Presidential statement: 
on Productivity Public Law 92-210 
(July 1970 to (Economic Stabiliza- 
Jan 1974) tion Act amendment) 

Office of Productivity, 
Cost of Living Council 
(Jan to June 1974) 

National Commission Public Law 93-311 
on Productivity Public Law 94-42 
and Work Quality Public Law 94-100 
(June 1974 to 
Nov 1975) 

National Center for Public Law 94-136 
Productivity and 
Quality of Working 
Life (Nov 1975 to 
Sept 1978) 

National Productivity Executive Order 
Council (Ott 1978 12089 
to present) 

Appropriations 
(000 omitted) 

FY 1971 - $ - 
FY 1972 - 800 
FY 1973 - 2,620 
FY 1974 885 

FY 1975 - 2,000 

FY 1976 - 2,500 
FY 1977 - 2,750 
FY 1978 - 2,900 

FY 1979 - 0 
FY 1980 - 0 
FY 1981 - 0 
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II 

96TH CONaRES 
2~ SEWON S. 2417 

Entitled the “Productivity Improvement Act of 1980”. 

IN TIIE SENATE OF THE UNITED STATES 

MABCH 12 (legislative day, JANUARY S), 1980 
Mr. BENTSEN introduced the following bill; which was read twice and referred to 

the Committee on Governmental Affairs 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

A BILL 
Entitled the “Productivity Improvement Act of 1980”. 

Be it enacted by the Senate and House of Representa- 

tives of the United States of America in Congress assembled, 

That this Act may be cited as the “Productivity Improve- 

ment Act of 1980”. 

STATEMENT OFFINDINGS ANDPURPOSE 

SEC. 2. (a) The Congress finds and declares that- 

(1) the rate of growth of productivity in the 

United States has been declining in recent years and at 

present is less than the rate of such growth in each of 

the major industrial nations; 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

APPENDIX V 

(2) the Federal Government is taking many ac- 

tions which affect productivity, in the private sector, 

but such actions are not coordinated and are, in some 

cases, contradictory; and 

(3) there is no comprehensive national productiv- 

ity plan which addresses in a cohesive manner prob- 

lems relating to productivity in the private sector and 

which delineates possible Federal activities to improve 

productivity in the private sector. 

(b) Therefore, it is the purpose of this Act to- 

(1) improve the effectiveness of Federal policies, 

programs, and activities related to productivity in the 

private sector; and 

(2) eliminate unnecessary barriers and obstacles 

created by the Federal Government to the improve- 

ment of productivity in the private sector. 

NATIONAL PRODUCTIVITY COUNCIL 

SEC. 3. (a) There is established the National Productiv- 

19 ity Council (hereinafter referred to as the “Council”). The 

20 Council shall be composed of- 

21 (1) a Chairperson, who shall be appointed by the 

22 President by and with the advice and consent of the 

23 Senate; 

24 (2) the Secretary of Commerce; 

25 (3) the Secretary of Labor; 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

(4) the Secretary of the Treasury; 

(5) the Director of the Office of Management< and 

Budget; 

(6) the Chairman of the Council of Economic Ad- 

visors; 

(7) the Chairman of the Council on Wage and 

Price Stability; 

(8) the Special Representative for Trade Negotia- 

tions; 

(9) the Director of the Office of Science and Tech- 

nology Policy; 

(10) the Director of the Federal Mediation and 

Conciliation Service; 

(11) the Admmistrator of the Small Business Ad- 

ministration; and 

(12) the heads of such other Federal agencies as 

the President may designate. 

(b) The Council shall- 

. 

(1) develop and annually revise a comprehensive 

national productivity plan which- 

(A) identifies and describes the relationship 

and effect of Federal policies, programs and activ- 

ities on productivity in the private sector; 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

(B) delineates the responsibilities of Federal 

agencies which carry out such policies, programs, 

and activities; 

(C) identifies unnecessary obstacles to pro- 

ductivity in the private sector which are created 

by the Federal Government; 

(D) recommends alternative Federal policies, 

programs, activities, and governmental structures 

to facilitate the improvement of productivity in 

the private sector; 

(E) analyzes the Budget of the United States 

in order to ascertain the areas in which Federal 

financial assistance is being provided to improve 

productivity in the private sector; 

(F) annually assesses Federal activities to 

improve productivity in the private sector, includ- 

ing an identification of duplicative- activities, suc- 

cessful activities, unsuccessful activities, and areas 

in which additional activities are necessary; and 

((3) establishe s priorities for short- and long- 

term objectives to improve productivity in the pri- 

vate sector and proposes recommendations for 

specific projects and programs to retain such 

objectives; 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

(2) bring together representatives of business, 

labor, academic institutions, and government to identify 

possible Federal activities to improve productivity in 

the private sector and to obtain the support and par- 

ticipation of the private sector in creating and imple- 

menting the national productivity plan developed pur- 

suant to clause (1); 

(3) conduct studies to assist in the refinement and 

annual revisions of the national productivity plan de- 

veloped pursuant to clause (1); 

(4) perform economic analyses of the short- and 

long-term impact on productivity of such Federal stat- 

utes and regulations as the Council may select; 

(5) provide guidance and direction to Federal 

agencies concerning the, implementation of the national 

productivity plan developed pursuant to clause (1); 

(6) make recommendations to -the President, the 

Congress, and Federal agencies concerning legislation, 

regulations, policies, and activities to improve produc- 

tivity in the private sector; 

(7) act as the primary source of information in the 

Federal Government concerning efforts to improve pro- 

ductivity in the private sector by- 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(A) receiving and disseminating information 

relating to Federal efforts to improve productivity 

in the private sector; 

(B) promoting the activities of national, re- 

gional, and local productivity centers, serving as a 

liaison between such centers and Federal agen- 

cies, and establishing mechanisms to permit the 

consideration by Federal agencies of recommenda- 

tions made by such centers concerning Federal 

activities to improve productivity in the private 

sector; 

(C) providing assistance to such centers con- 

cerning the implementation of Federal policies, 

regulations, programs, and activities to improve 

productivity in the private sector; 

(D) representing the United States with for- 

eign productivity centers and the monitoring of 

activities in other countries to improve productiv- 

ity in the private sector; and 

(E) monitoring the status of policies, pro- 

grams, regulations, and activities of the Federal 

Government which affect productivity in the pri- 

vate sector; 

(8) report annually to the President and the Con- 

gress concerning the implementation and revisions of 
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1 the national productivity plan developed pursuant to 

2 clause (1); and 

3 (9) delineate the functions of Federal agencies re- 

4 lating to the improvement of productivity in the private 

5 sector. 

6 (c) The Chairman shall be responsible for carrying out 

7 the duties of the Council. 

8 (d) The Secretary of Commerce and the Secretary of 

9 Labor shall serve as the Vice Chairmen of the Council. There 

10 shall be an Executive Committee of the Council, which shall 

11 uonsist of the Chairman and the Vice Chairmen of the 

12 Council. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(e) The Chairman of the Council is authorized- 

(1) to appoint and fii the compensation of such 

employees as may be necessary to carry out the provi- 

sions of this Act; 

(2) to procure temporary and intermittent services 

in accordance with section 3109 of title 5, United 

States Code, at rates not to exceed the daily rate pay- 

able for GS-18 under section 5332 of such title; 

(3) without regard to the provisions of section 

3648 of the Revised Statutes (31 U.S.C. 529), to enter 

into and perform such contracts, leases, cooperative 

agreements, or other transactions as may be necessary 

to carry out the provisions of this Act, with any public 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

agency or with any person, and make payments (in ad- 

vance, by transfer, or otherwise) and grants to any 

public agency or private organization; 

(4) to organize and conduct, directly or by grant, 

contract, or other arrangement, conferences, meetings, 

seminars, or other forums for the purpose of- 

(A) presenting and disseminating relevant in- 

formation concerning productivity in the private 

sector; and 

(B) obtaining information and opinions from 

sources outside the Federal Government concern- 

ing the improvement of productivity in the private 

sector. 

(f) Upon request of the Chairman, the head of a Federal 

agency is authorized to detail any employee of the agency to 

the Council on a reimbursable basis. 

(g) The Secretary of Commerce, the Secretary of Labor, 

and the Director of the Federal Mediation and Conciliation 

Service shall provide such assistance and support to the 

Council as may be necessary in order to carry out its func- 

tions under this Act. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

NATIONAL PRODUCTIVITY COUNCIL ADVISORY BOARD 

SEC. 4. There is established a National Productivity 

Advisory Board, which shall be composed of up to ten mem- 

bers appointed by the Chairman upon such terms and condi- 
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3 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

tions as may be prescribed by the Council. The Chairman 

shall appoint such members from among individuals with ex- 

perience in business, labor, and academics. The Advisory 

Panel shall advise the Council concerning appropriate activi- 

ties for the improvement of productivity in the private sector. 

, PRODUCTIVITY IMPROVEMENT FUNCTION8 OF THE 

DEPARTMENT OF COMMEIWE 

SEC. 5. With the guidance of the Council, the Secretary 

of Commerce shall- 

(1) carry out studies concerning productivity prob- 

lems in particular industries; 

(2) conduct workshops and other activities for 

business and industry to increase awareness of the im- 

portance of productivity growth; 

(3) develop studies concerning activities to im- 

prove productivity in the private sector that may be 

carried out jointly by the Federal Uovernment and the 

private sector, such as joint efforts to increase techno- 

logical innovation; 

(4) operate a clearinghouse to provide information 

concerning various aspects of productivity; and 

(5) make such recommendations to the Council as 

the Secretary determines appropriate for the revision of 

the national productivity plan established pursuant to 

clause (1) of section 3(b). 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

l 24 

25 

PRODUCTIVITY FUNCTIONS OF THE DEPARTMENT OF 

LABOR 

SEC. 6. Under the guidance of the Council, the Secre- 

tary of Labor shall- 

(1) annually conduct an assessment of issues relat- 

ing to the improvement of productivity in the private 

sector, including issues such as the need for programs 

for the training and retraining of workers displaced by 

technological change, the degree to which advanced 

technology is being utilized in specific industries, and 

significant demographic changes; 

(2) identify new or improved methods to measure 

productivity and thereby improve productivity analysis; 

(3) conduct workshops and other activities for 

labor to increase awareness of the importance of 

growth in productivity; 

(4) develop studies concerning activities to im- 

prove productivity in the private sector tihich may be 

carried out jointly between the Federal Government 

and labor; 

(5) provide information to the Secretary of Com- 

merce for use in the productivity clearinghouse oper- 

ated under clause (4) of section 5; and 

(6) makes such recommendations to the Council 

as the Secretary determines appropriate for the revi- 
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1 sion of the national productivity plan established pursu- 

2 ant to clause (1) of section 3(b). 

3 PBODUCTIVITY FUNCTIONS OF THE FEDERAL MEDIATION 

4 AND CONCILIATION SERVICE 

5 SEC. 7. Under the guidance of the Council, the Director 

6 of the Federal Mediation and Conciliation Service shall- 

7 (1) provide guidance and encouragement for the 

8 establishment of cooperative advisory committees com- 

9 posed of representatives of labor and management to 

10 make recommendations concerning the revision of pro- 

11 duction techniques in order to improve productivity, 

12 and provide successful examples of such committees to 

13 persons seeking to establish such committees; 

14 (2) be available and responsive to requests of rep- 

15 resentatives of labor, management, and community 

16 action groups seeking advice from counsel; 

17 (3) identify and recommend experts and consult- 

18 ants, including national, regional, and local productivity 

19 centers, who are available to provide assistance in the 

20 resolution of labor, management, or community prob- 

21 lems; 

22 (4) provide information to the Secretary of Com- 

23 merce for use in the productivity clearinghouse estab- 

24 lished pursuant to clause (4) of section 5; 
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1 (5) provide information to the Secretary of Labor 

2 for use in conducting the assessment required by clause 

3 (1) of section 6; and 

4 (6) make such recommendations to the Council as 

5 the Director determines appropriate for the revision of 

6 the national productivity plan established pursuant to 

7 clause (1) of section 3(b). 

8 AUTHORIZATION OF APPROPRIATIONS 

9 SEC. 8. To carry out the provisions of this Act, there 

10 are authorized to be appropriated $3,060,000 for fiscal year 

11 1981 and each succeeding fiscal year. Funds appropriated for 

12 any fiscal year pursuant to this section shall remain available 

13 until expended. 

0 

(910318) 
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