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The National Center for Productivity and Quality of
Working Life was established in 1975 to be the fccal point for a
national effort to improve America's rate of economic growth.
The Center established the following objectives: develop more
effective approaches to improving productivity in the public
sector, stimulate and support industry efforts to improve
productivity, coordinate productivity enhancing efforts by
Federal agencies, encourage labor-management efforts ty Federal
agencies, encourage laoor-managemen t cooperation to enhance
productivity, recoumend ways of improving the rate of capital
investment, recommend changes in productlvity-inhibiting
government regulations, and encourage understanding and use of
productivity measures. Findings/Conclusions: The Center's
objectives were not expressed in terms that facilitate measuring
success or failure. However, the Center was unsuccessful in
accomplishir; some major functions: no assessment has been made
of the extent to whicb Federal programs have enhanced national
productivity; no recommendations have been made on how Federal
programs could be better coordinated; and nc recoumendations
have been made for revising specific laws or regulatinsa that
adversely affect productivity. The Center did not accomplish
more because: it was not given resources and authority necessarz
to carry out its responsibilities; it was not given support by
the Congress or the administration; and it failed to develop an



overall plaa for achieving its objectives and a uystem forevaluating the impact of its programs. Although the Center hasnot satisfactorily fulfilled its goals , continued federalleadersah, and involvement in pboducitivitr impr-eument isnededd. Recoaendations: Leadership for private Jctorproductivity improvement effort should be assign*e to theDepartent of Coammerce, guided by a National Prodactivitycouncil which wou14 be charged with developing a nationalproductivity program plan. The Office of eanagement and 3udgetshould take the lead in developing an analysis of productivityto be made part of the Presidentfs budget. A unit dealing withregulatory mediation should be established in the ExecutiveOffice to develop recommendations to resolve specific regulatoryproblems inhibiting productivity. (RRS)
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Working Life The Proper Mechanism?

The declining rate of productivity growth
in the United States is a uroblem deserv-
ing immediate attention. Experience indi-
cates that this problem wil! 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 arntici-
pated when it was created.

There is still a need i)r a Federal role in
enhancing national prod ictivity. Specific
functions are identified and organizational
arrangements are suggested in this re-
port.
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COMPTROLLER GENERA.L CF THE UNITED WfATES

WASHINGlON D.C. AI

B-163762

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

This report summarizes 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 national productivity growth. We
found that a strong need exists for continued and increased
Federal involvement in improving productivity. While there
are numerous efforts within the Government aimed at such
improvement, there also remains a further need to integrate
and coordinate these efforts. We concluded that the National
Center for Productivity and Quality of Working Life, as it
is presently funded, organized, and supported, cannot be ex-
pected to fulfill these needs.

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

We made our review pursuant to a requirement in the Na-
tiona. Productivity and Quality of Working Life Act of 1975
(P.L. 94-136), the Budget and Accounting Act, 1921 (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 to the President 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
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Service Commission; Secretaries of Commerce and Labor; Direc-
tor, Federal Mediation and Conciliation Service; and other
interested agencies. In addition, we are sending copies to
the Chairman of the $z-_.- Committee on Governmental Affairs,
the Chairman of the Senate CommltLee n Housing and Urban
Affairs, and the Chairman of the House Committee on Ranking,
Finance and Urban Affairs.

Gen~er a4
of the United States

2



COMPTROLLER GENERAL'S THE FEDERAL ROLE IN
REPORT TO THE CONGRESS IMPROVING PRODUCTIVITY--

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

D I G E S T

The annual rate of productivity increase in
the United States has slowed significantly in
rer'gnt 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 was performec pursuant to a re-
quirement in the National Productivity and
Quality of Working Life Act of 1975
(P.L. 94-136).

PRODUCTIVITY IMPROVEMENT,
AN IMPORTANT CONCERN

Productivity improvement is needed to su;s-
tain and raise our standard 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 10-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 numerous. Based on its assigned
functions, the center established the fol-
lowing objectives:

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

--Stimulate and support industry efforts to
improve productivity.

--Coordinate oroductivity-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'fS XMWNT IMiENTS

The center's objectives were not expressed
in t=rms that facilitate measuring success
or failure. 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.

--Estatlishing a cooperative effort between
railroads, 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 irn 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
accomplishing 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 MORE

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. Its responsibilities,
set forth in 15 functions, range from coor-
dinating all productivity-related activities
of Federal agencies to 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 areas, and it took a considerable
period for them to become proficient in
their work.

FEDERAL INVOLVEMENT IN
PRODUCTIVITY IMPROVEMENT
NEEDED

Although GAO does not believe the center has
satisfactorily fulfilled the goals set for
it, it believes that continued 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 various agencies,
and indirectly, through taxes, subsidies,
regulations, fiscal policies, and so forth.
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First, independent of the center and its
predecessors, tne Federal Government has
a number of programs aimed dt 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 monetary policies
which alter demand, supply, investment,
and income distribution,

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

-- sets standards fo. quality of cutput in
such areas as drugs, food, and enviror:-
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
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productivity growth have found ways to
achieve close harmony among government, in-
dustry, and academia 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 withdrawn his support for the center by
deciding not to seek its reauthorization; he
believes the work could be accomplished more
effectively by assigning the responsibili-
ties to existing agencies.

Although the President has withdrawn support
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-
zline 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
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to the Department of Commerce. GAO 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 having 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 po'icies and
programs effecting national productivity
and should identify gaps and additional
initiatives that need to be taken by Gov-
erxament, 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 linked
to the budget process to be effective.
Therefore, to ensure coordination of Fed-
eral funds expended to enhance productivity,
a special analysis should be made as part
of the Pzesident'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-
ommaendations 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. J4.)
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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 to the! expiration of its 3-year authorization

period. Specifically, the act requires us to

-- evaluate the center's overall performance,

-- 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 report summarizes the results of our 
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 productivity 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, 
ano 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 productivity that would lead to more stable prices. In
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. In 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 Government 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 foz creation
of the center

When the bill to establish a national pzrductivity 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 be 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.
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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:
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-- Designate an individual t9 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 information.

-- Recommend to the President and the Congress
alternatives to statutory policies and regula-
tions which they :..y; judge to have an adverse
effect on productivity growth.

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

--Improve their own internal 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 and subject to Senate confirmation.

After the formation of the center in November 1975, the
President appointed Vice President Rockefeller as the first
Board chairman. At that time, the administration also began
the process of selecting the center's first Board of Direc-
tors. Administraive 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.
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The executive committee of the Board narrowed the di-
verse and numerous functions specified for the center by
Public 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.

-- Improve 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
regulations 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

six 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 fundsArea M- 3 FY 1977

Human resources 29 27Capital and technology 5 7Government regulations 6 7Public sector--State and
local 25 14Public sector--Federal 1 5Private sector 14 13Measurement 0 10

Communications (dissemi-
nation; 11 11Administration 9 6

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 thescope of our review from solely that of the center to anoverall assessment of national productivity and the Federalrole regarding it. Specifically, the purpose of this reviewand evaluation was to answer the following questions:

-- 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 beinvolved 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 ofthe center that equal emphasis is given to productivityand quality of working life. However, the act itself doesnot support this. The "statement of purpose" in the actrefers exclusively to improving the rate of national pro-ductivity growth; in fact, there is no mention, per se, of
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quality of working life in the assigned functions of thecenter. It appears that the subject is treated as only oneof several factors contributing to productivity improvement.Therefore, the primary focus of our evaluation was on pro-ductivity growth and the factors contributing to productivityimprovement.

In conducting our evaluation, we reviewed Public Law94-136 as well as the congressional hearings and backgroundmaterials relating to the establishment of the center. Weinterviewed center personnel and reviewed policies, guide-lines, and other available written materials related tothe operation of the center. We also visited 46 State andlocal governments that had productivity improvement efforts.
We relied heavily on information developed by variousgovernment agencies, private organizations, and individualsprominent in the field of productivity.

We developed a questionnaire survey to determine theextent to which productivity is perceived as a problem, thespecific needs and concerns of the respondents in the areasof productivity and quality of working life, and whether ornot the Federal Government can effectively provide assist-ance in these areas. Three versions of the questionnairewere sent out: one to private industry, one to State andlocal governments, and one to organized labor.

The private sector questionnaires were sent to a ran-domly selected sample of firms. This sample was drawn froma 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 sentto

-- all 50 States,

-- 155 municipal governments with populationsexceeding 100,000 (and a random sample ofcities with populations betwe, - 25,000 and100,000), and

--59 counties with populations exceeding 500,000(and a random sample of counties with popula-tions between 50,000 and 500,000).
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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 200Response 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%

a/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 unionsectors as we did for the private sector. This undoubtedly
caused the response rate of the former three to be somewhat
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 PRODUCTIVITY 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 standard 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 lesseni:ig
inflationary pressures by offsetting the effects of rising
wage rates on unit labor costs and thereby reducing upward
pressures c i 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 United
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 increase 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 experienced
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 years.

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

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

IMPEDIMENTS TO PRODUCTIVITY GROWTH

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

--shifts in the industrial composition of the economy,

--changes in labor force composition,

--apparent slowdown in the rate of improvement in thecapital-labor ratio,
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-- slowdown in research and development expenditures,

-- diversion of capital investment to satisfy the
requirements of environmental, health, and safetyregulations,

-- stagnation of some industries, and

--changes in worker attitudes toward work.

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

However, the trends in three factors which most expertsagree are important for productivity growth--investment incapit.-: equipment improvements, development of new technologythrough research, and changes in labor force composition--ha- impacted the rate of productivity growth during the pastfe. 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 labor input grew at an annual rateof 3.1 percent between 1948 and 1966. The rate of growthfell to 2.8 percent between 1966 and 1973 and since 1973
has apparently fallen to 1.7 percent after adjustment forcyclical factors.

An even more significant factor, in our opinion, hasbeen the apparent shift from direct production investments(in new or improved manufacturing processes) to pollution
control, safety, or health investment. A major businessresearch organization reports that productive business in-vestment grew at an average of 3.8 percent per year between1956 and 1966, but less than 1 percent per year between1966 and 1976. This organization states that investmentin 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 do 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 spending 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 1964
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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.

-- Another 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 period
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 m&de a signifi-
cant contribution to the productivity deceleration--causing
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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 proportionately 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 smaller 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 percet:t 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 question 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,
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as shown in the following chart. These measures indicatethat Federal productivity has been increasing at about
1.2 percent per year since 1967, or slightly less than thedepressed rates of increase in the private sector. The Fed-
eral Government, however, represents less than 20 percent oftotal government employment. The other 80 percent of govern-ment employees are in State or local governments.
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Overall measures of State and local government produc-tivity have not been developed ;iowever, limited studieswhich are available indicate that a serious productivity
problem exists in these governments. One study suggeststhat 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 localgovernments providing the same services show productivitydifferences of as much as 500 percent. Also, comparisonsbetween 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 indicatean excellent potential for improvement in other State andlocal 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 existingefforts. 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 thenature 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 nonprofitinstitution dedicated to improving productivity and quality
of working life. The center is organized along seven areas ofconcentration--awareness, information, appraisal, company pro-ductivity programs, measurement, individual/organization rela-tionships, and techniques. Its products will include seminars,publications, and advisory services.
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Productivity programs in
the public sector

In the public sector, efforts to improve productivity
have been initiated by national associations and public
interest groups as well as individual State governments.
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 an abstract of over 403 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 management.

Public Technology, Inc., is a public interest organiza-
tion established in 1971 by the major associations represent-
ing general State and local governments to 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 affecting
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.g.,
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 peograms 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 iy 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 help 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 ing
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.

--About 5 percent was spent on projects aimed at im-
proving labor productivity, such as skill training,
Ireater 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 improvement at the Scate and local level. An OMB
study published in 1975 found that most of the $512 million
of Federal 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 $7f million available for general management
needs. A 1977 study by the staff of the President's Federal
personnel 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 recognized 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 funding 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.

--National 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 tor a series of programs
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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.

OUTLOOK 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 health,

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 leisure 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,

energy, and capital input per unit of output. Accordingly,

hourly wages and input prices can rise without generating

undue inflationary pressu:es. Efforts to encourage pro-

ductivity improvements a'; a useful element of a program

designed to reduce inflation without imposing wage and

price controls.

Finally, the 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 decades, American industry has 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 ijvel of productivity in U.S. manufacturing re-

mains higher than that of its trading partners, but the

gap is being narrowed as other industrial 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 problems facing this Nation. A higher rate
of productivity growth in the decade 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 to 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 growth 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 nation--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. In
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 governments are worthwhile and deserve support and
encouragement. However, these efforts in themselves are not
adequate. We need a Federal program because only the Federal
Government 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
magnitude 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 APPROACHES 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 responsibility 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 limited 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 offici;ls 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 focuslnq 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 governments obtain Federal
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. In 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. In
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. Its 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 repoLts.
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 for the most part have not fulfilled their respon-
sibility of keeping the center informed of their productivityactivities.

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-managementcommittee. and attempted to coordinate communications betweenthe Federal Mediation and Conciliation Service and State
employment services.

ENCOURAGE LABOR-MANAGEMENT
COOPERATION TO ENHANCE PRODUCTIVITY

Efforts to encourage labor-management cooperation werepart 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 inPublic Law 94-136 as matters within the center's purview andwere also identified by the center's predecessor as being ofprimary 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 itspent over half of its human resource budget. The centerhas been successful as a catalyst in the establishment of
a number of labor-management committees. For example, centerpersonnel 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 managementand labor leaders the opportunity to learn by interaction
with experienced practitioners.

32



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 as 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 wa3 more limited.

Outside of the basic framework of the human resources
program, the center was assigned the function of studying
jointly with the Civil Service 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 whichthe center could not completely control, very little wasdone in the areas of capital and technology development.

In an effort to fulfill its mandate, the center set upa committee on capital and technology which met three timesin 1976. It was to develop policy recommendations to bepresented to the President, the Congress, and the public andto exert its efforts toward implementing these recommenda-tions.

The committee's three sessions, however, resulted onlyin 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 standardof 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, annualreports 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 andcontracted for a number of projects for study and research.Unfortunately, none of these projects had progressed farenough to evaluate the results satisfactoril-.

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 torecommend to the President, the Congress, and the appropriateagencies and departments of the Federal, State, and localgovernments any legislation and revisions of regulationsnecessary to remove adverse effects on productivity. As inother 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 revisingspecific laws or regulations adversely affecting productivity.However, its efforts have resulted in some understanding ofthe relationships between regulatory behavior and productiv-ity. This was accomplished by funding several studies and
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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 ratt 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 not 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 have 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'h 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 geL its programs accepted. Because this support was
lacking, the center was not in the mainstream of Federal
policy formulatirr -id decisionmaking and, therefore, its
influence and abl, . to get things done was impaired.

In our test mTynv in 1974 and 1975 on proposed productiv-
ity legislation, c ^ c<nphasized the requirements for this
support. We indicated 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
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been far from what we recommendp.. As discussed earlier,
the legislation required the ce,iter 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 then hac 'een beyond its capabil-
ity. It has been unabl(! to engender acceptance 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, including 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, OMB 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 also had a role in supporting the

center's efforts. In our interviews with agency personnel,
we found in most cases that these agencies did noit 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 did not have enough authority or sufficient

funds for the job it had been assigned.

As we have stated, the center was assigned a large number

of responsibilities in the area of productivity. 
These re-

sponsibilities involve 15 functions, which ranqe from 
coordi-

nating all productivity-related activities of 2ederal 
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,

one 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. In 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: aoven
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
Congress.

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

Total $10.65 $8.15

/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. In 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. Thene

individuals are the key to the center's success. As we stated

in our 1975 testimony on the productivity legislation:

"First year funds must be adequate to build a

high quality professional staff. 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
projects, and contracts within these programs
to determine their effectiveness.

SUMMARY

Most of the same basic functions contained 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 a 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.
It 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

improvement, when this is not the case.

If the center is to be continued, it should 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. In our opinion, public sector productivity

can best be handled by existing agencies, with the State 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. If 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 the 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 national
productivity program plan that integrates all Federal poli-
cies and programs affecting national productivity and with
identifying gaps and additional initiatives that need to be
taken. This would provide a central focus for the Federal
Government in attacking the pri.vate sector productivity
problem.
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There should also be an external advisory group report-
ing to the council that is made up of representatives from
industry, 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 1/.

-- 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 it. -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 Department of 'rabor's Bureau
of Labor Statistxzj to (1) carry out added respon-
sibilities in measuring the productivity of State
and local government 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 courncil must be
linked to the budget process to be effective. Therefore,

_/Or 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 enhanceproductivity, a special analysis of the funds should be madeas part of the President's budget. We recommend that OMBtake the lead in developing this analysis in conjunctionwith the proposed council.

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

The basis for our suggestions as to the agencies towhich productivity efforts might be assigned and our viewsas to appropriate roles for them are explained in appendixIII.

AGENCY COMMENTS

Written comments were requested from the National Centerfor Productivity and Quality of Working Life and the Officeof Management and Budget. Their comments are included asappendixes IV and V. We also received written comments fromthe 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. Allcomments have been considered in preparing this report.

As previously indicated, OMB advised us in its commentsthat the President has decided to discontinue the center.
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APPENDIX I 
APPENDIX I

JATXIONA PRODUCTIVITY AND QUALITM OFWORKING LIFE ACT OF 1975

Public Law 94-136
94th Congreso, S. 2195

November 28, 1975

T p J-Fr t_ r 1 )_,r ... E t .,l m u POlCl; is uL 24Iudi01Sac.trim ~ Bril 101. Te itnns t_ Imd ptdat- 15 Ul 40...re rcin" durIna Ond fonr ofa _ ttae pYesti; tJo..... ldot mbwn,. -ldtr, add oa uvI t b Im.,,.. m..,.,
aaleJ m d clt Al rhid drte of roiluave *td rowt atUk*tlon

1hu:" rCi = 11 fIm wM"tad MItsw: d- I t os D¥rk l;t

Be isnsCed 1y the Sreofe rhd oti Oit gr...owth o f ltms of n tUsntesd .hSht, ohtef Jmr{co s iun ey 4M M btdld Tl[t this ACt maY Natota oa dI c-bo eitd ia the "Ntiolal Prmdufiritec aind lulity ef Wtrki Life t"ti andAco of 1th". I 0eIae nwualtla of
Wo*icin Life

TITLE I--FI.I)M'GR, PURPOSF, AND POL)CY; Ats usc 2401.DSIFIXIPION$ t.
i4. .1. Tler. Confg Ind tilat-- 1is uSC 2401.(1) tVw rate of prodnetivity oth in tile Unitod tetes ) asSlttelisl de.itia foutr of tial at cix oersm

_(2) the deelne irl tioe tate of promeuotivity rowth hi contributed to intiation, to nca ieltaomnti, ud o sitaiesitag
oiaemp tpi btt;

(6) ntin w.r tle wnte of mprodiatiity gropt of the UnitseotaLts has btren esuwilsly iower tlaIn tlut of nmva indutria-nations in th.e orld, oadfel' arectin ; tin eonmpeti " positionof tle I'nitd States in wrord narkets;
(4) hrowtn in productivi of tit eniomy of tho UnitedBtates M AMmtial to the aoeial eand eonomie wahre of the Amer-ian people, andl to theu hlth of the rorld sanomy;(am) .rowth ln tin. produetivity of tle Nationr eeomnv is(Iltil to ontain uld inoerd emFlopmont, to ahiim n theoem of limmllS &d to llrOi(f job IneMt; ho6) mopntidg worhldthie nuterial hortcol led their ronscnquet inflJtioalrk Islts maimo inonrd e.irnl in tbhe utiliza-tion of tLa uiatouao nr of cn uott import an;(7) .haring the fruits of pro dutivity sins amnong labor man-ement, and orners may onide rebl' indwenre pridueti ity;(8) the continwud deiopent of joint hlabor -mwne ntdorts to p . ide Ialthy enniroient, for nolectior hareinainorn m n oriden t Contribution to improve productivty nafoter idustril paew;

. O) faors afeting th IIobtl: of produCrivitv in the eonomnvude 1 Xo ond the Own of W 6
_--s-,ot bu.t , o the roe of tho rrr i tbo pmductienpre aud th, eonditionsof hhbis 

(10) the'. is a national Mmd to idnt and oo.ouln appro-priate application of capital In aoto of imi a eio

nomicacivit tin order to oypiro cprutivity;

f* STAT. m7
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(12) thasn ia atidonl need to Idut ud eumop the
develaovapmena ofoal, ecmmeloo, eoiN l buunm lbo, sad
pn etnl bontributiom to Imp pro d pu ctI ity ,ad
hlomu~ eonomic edfei..vn. in tbh publio and pnto mators
of the United Statie; which objetiv. ama bet be amplldmd
truh ;M u prwit mtoer ad St Snd loral d&ap
meat of eaob oaotit,;

(18) thei b s ati Ul need to Identify, audy, and vim or
dlimiat the lawa, Mdaatka, poiciesd djeduur which
adverely adbt prodi groth and th ot mtio
of the eownom; n

l(16) diplant, ra nll ahdr ptuic ond priaete p _Ogri rwtich
u to ,ilnlie th hman euer pro iity inplrovnet,

t qulby dd intitutton of h to wrk cheaf end impnv
(1e) b s national need to develop nw tr nalodiesm d

t mo tentiof produt of god d .rri
(18) theren is tional ned to pthenandr d z i pot norm-

y qlid intituton .f hir I n to purple ofd t Au-
plate propum which will improve pr t;

(17) thoab.i a niona po nehd h to delo oup pau, tuca
tivy emwth omentvitnee of ptho , t

(18)vronm it aud tihl nmed to rithr, nid beimeglnt i fomus-
mtin out tod d tor iq to impon roductivity.

is use ~ap. ~ce. 102. It s the purPObs of teb AJct
(1) to ceaiab a natioal pScy which wil rcuomung prod...

tivuty growth acseet with ueea of the aommq, U thed ural
aviroaent, and the neds, rihts, ad bW Intewet. of manage-
_nt,he work for, and aroe; ad

(O) to c-tab se an indepede -t eablhumnt of th
ive branch a Nstional Oter for Produdi t ad Qmlift of
Working UiA to foer ad , ad promoe ldo to mprov
the rat of produvt wtL

is Use 34., bGm 10L (a) Te nOg ra t p tmlact of
prdludclq the eat on aOiMpameta of dto natina
mm-.7r, &e1a t!r tt b I te omanuing poicy ofd tFederal

ov imet In oJpratln wth St si al gont, to
a all patiab m and me-IinMudag a ad te

ncl aeoce to imlate a t of dut grwh
(b) It i. th e ontinuing *rospclbillty of tie? de.lIGovemumnt

to - a11 prnibl e me toimpmo snd coordiate Fdral plans
fnorticqprogreum, ad zuorumo to cary ot thel ud i rth

(o) Tl, r 1s _ ad olieo dto Uvnitd It
sh al b o Ill d p. t th--o ll d p .

8 STAT. 734
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gmb 16, Frt the ppuem of the A& iS USC ao.
(1) b -m asr th aSLimdl Os r 1 r Prudm°-

Xibi~bof ^

am, te ,'ud0i" u tomsusd om ef tMdo je rP

immth·-PuY~iktl~J f nb Isehall be u it uted to
_us tlu raAI~iriu b nbWrmitgto lb of 0110"

TITLE II-NATMOAL CENTE OB PrODUCIVTY AND
QUALTY OF WORNGO LIFE ESTABISIED

hls 20L T1em in bhnby uetmld ed a ia ndepnt uIA- s c 1411.
Muwt of the s bron of t Orthom ot te Nuatmal cAw
for Fl'ctlt a Quaity of Workig l

.0 S.O (a) bCOanter 8hal hawo BaDd of Diruars, to t o re-coba-
prime of not nmtontran t nu . b : I USC 2412.

dviosb and o of. Ouamsu

teo 4 leuC eof labori 
the Drtor of the Fedel ediatiam and Chmatsiim

l reufiD inotwoef theOdw
a')n Ime tha io ind . who tbo ppbe m t

PFUem~ b mad with the advise MAd mosmt otf . ma ,
q prite individuals in ati admum

(8)l mitm tha five numb who bll b ea I t
1P ,y d with the advie and eou of Br f

m=mrD qw'c cprivatei ndividus trma lb .rgat.i;
(I) noet lm thn two mnb wo bll beo sb b

tunofquidibd individuab in fibdm or 1lo P_~ .w;
not 1e than tue mambIr u-u he -pU bibtd

Mu.Iinaby sad wi the advise end oa, met ofit8
aE the meadl publi; ; _

Piidnt),b and with the advi and co it e of thpAe
fiwa ug led ptid rindivduala woodlsd wiath lading iW.

wdr hamO_1lu th jmbor W'M pI b

Wha m bto a t e tina of thef Bard1 , a abr appointed
unde dese (1), (3), (4), md (S) chan aPPo"t O aOPpOGa

U STAT'. l
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ltet rom b uch es Datmeat or aqg, to rpresms t
msch mmnber at tt t .

Term. (b) (1) The momble of t]e Board apponted wider elm. (7),
(8), (), (10), (11), end any ivate membe appointed p-
want to eola of ieion (a) 1 be, appotated for four-

term tamam with the term of the Piresiet. Mmbre other
umber. ?roEintd under ch clm., withb the enpti of

the Chirma, r a l as member is hued of the dplrt-u
mant or aency rpInteod on the Board. No pa ehall rv as
& ctin or tempory member in position requirin Senal t so-

rmtion inoludin tht of Chairman, for a priod Is n oft thre

(Q) The Preidunt bhall appoint a Chairmn B a term of goor
r. eotermuinou with the term of th Preident In apointin a

the President e point dividrual who _a anoer
tuaofj~b t State If that ofr hat bbn appoindled to his current
position, by and with the advice and c ent o the Sate, or if each

dividual is the Vie President of the United Statu, each individual
may be appointed chairman by te President without the rquirement
of confirmation by the Suater

Vacnes (c) Any member appointsd to 11 a aancy occuring befort the
expiration of the term for which his prdeomor was ppointed shdull
be appointed for the reninder of that term.

COMPm , (d (d)(1) Each member of the Board appontd under elum. (7),
mrevl upoeu (8), ;9), (10), (11), nd any privent actor um ppointed pur-

141e. muant to clause (12) of sub-etion (a) may be oamp aed t the
daily rate provided for OS-18 of the ner Sacdule umder ection

USCe 5332 of tit le, tUnited States Code. including traveltlia, for ach
day such member is enpaned in the e m of his du ien as
member of the Roard ind shall be entitled to reimbumsunet for trvel,

stence ad other neceary exupm incurred in carrying out the
functions of the Bard.

(S) Other members of the Board, with the ecaptio f of the Chair-
man, and the Fxecutive Diretor of the nter hll without
additional compensation but shll be nimbmured for travel, beit-
ence, and other nemery epen incurred by them in carrying out
the funetions of the Board

'() The Chairman shell be compewnted ar st forth in parrph
(1) of this beeion, except itf the Chairman holds m the poie
tion in the Federal Government eah individual Jl be ompen ted
aset forth in prarpIph (2) of thismbuctlon

(e)(1) TI Chirm, l appoint an Executive Committee of
the Board not to exceed swrven membs. incluhdin the Fxeutive Direc-
tor of the nter.

(9) The Eecutive Comnmittee of the Board dull met t the call of
the Chirmsn, but in no am km freqntly than nam ery ninety
dsek

MnvORI m; wTr -mno0

15 USC 2413. Sc. 93. (a) The Centerhell ha n Executie Director, who hll
be appointe e i d with the advice adndi t n nt of
the Seuute, without rrad to politial li and lely on the basis
of fitnm to parform the dutia and functions of the dbe. No peon
hall srv as acting or tmpoary Eicative Director fE e priod in

oom of thre month
(b) The Executive Diretr bll appoint Depty Di ,tor who

dull perform rb funetoem a the utiW Diretor m poescribe

9 5TAT. 7M
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The IkUMy ~utor daul at bfor Nad sxhri tim powm of tbo
!bseuant dr ing ths dmbo or dimbilit of dos Zzrmou
Diretor.

(o) 7 lbivn Direbter ball be rodumdbl* or the aso
Oti and the diharge of s al dti of the Oaer. T1he mu-
tiver W lavew thwit over and tootrl of all of tb sMaR
of the CMnter and tOr uatiritie The ecutiv Dindtor A main-

ta) budg eo and alle viable ifhd omlas apppropriate in Garry!
eth tu lummofm this thm.
(d) TS ekctie Direcad etor hll br uimmd tarate t to

-r that i poidd for EstIve isV Under uctl Io _515 of
ttle f of the nite0d Sta Ctodb i determined by te Peident, and
sh ba no dther a plo publi or private, during theL tenur
of his appgaltmmL

, riam , d ipit; ua
*S S0L Thb Obser d" - 15 USC 2414*
(1) dmelop and bliih, in com ti with the ppro

kmrof th Oonad w ith the pprprrito dprtmmb
nd mleof ti eectiv brh, ationi a picM fr pduoc-

tiity ofth in ta pbl* ad pbleri*va orenb tlhJefaid
States coisent with io ptlrpom of this Act;

~() (), si ulate, d . o . maxmnum active partidpa-
t-i of-

(A) the ant ori of tihe Nation's , idng
^l1abo ortlstks, oct amdi oesM r _ n

bnr d bnirtim i'u 'bu of hlnredo

inhain t llio Pd
(B) dm8tat, and pvm umurt. and sthnof

in ofo to _uron tg rle miptruf dueati i J oeton
of the Natos' ecnmyrae;

(3) ak, sthImnaoe, eOd meorg maiwmm aciv potti. a
mti of t public agnes and pritoem ti i in

cla () iof t iC irah ad r
mat ot aclate rweai hd adIImabration progm ll
oart h pi-o and quaitd privates ogn;

(A) iaem th ne ate of groth in the public
Od Pnid nn setovt of Ct natiofal ohy tlMulAh

iVpWd _ novatie ultio nf b~h l _ i
hain ,ees; ad

(B) dY)ia 3M ad s curate and rdiable ms-
uunat chao ngescl n iD pdtvlty;

(4) to dij d i d i-
A) mi eal aadloe)slate ruti,

end 111. poldr es wh adversey elect prodsO igrw
orthes ue-na'rfnrsnca aof tOa pubic ad aprai atnee
of the Unitd State;

(B) inmeive to mrmp idht nd lbor initiatives
in tb demua*t of metod, techhues ad uyd-w 
ti po li ot Mt-at -adI r
rWsMe in 1 i publ ed p oria ai;

U STAT. n1
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(C) ltu a e _purogrmnsplans, d otbrmtods,
ino diflE dvinqd warning a, rnin prgram,

tirement and sparation pprogram, denedd to uterat
thrtls to job secrity whic my' " r dom to

'FL?) , ica with the Civil Srrice comlnuio, th
impactof Fi rl personnel tdi 4and reglati

dln the podcti t of agencies and te quaity
of or lif of Federal employe; and

(E) thi ned and fesibilit of prMi,, drct lyto
potesntisl n, pblic or privat veros Custa o M
in trn for pment to tle COnter, and metods by whbis
chargs for rvirs will be taM d;

-emininmi (5) reoammnnd to the Pridnt, the Cougr_, pppr
d __S Ldencies and departments of the Fedrel Goer tad Stt

M md and local governments, ny legi tin, rris of ta,
c _ pi, p~ ad podure wrhich remit trm te sitiwtic

ried ontu under chu (4f) of this motion ;
(6) encoura , pprt, and initiate forts in tbhe public or

pnrvte ctor peificlly desined to tmprow peration
btwn lbor and mnagent in the alirv t of contind
productlit7 groth: Proid , Ahowr, That no activitie of
th Ceter minolving comnsldrtion of issues included in a qu
labor-m ent art rhnl be undertaken t t
connent and cooperatlon of tie parties to that greement;

(7) eneourage deprtmnts and aen oS th Fd Of -l GOV-
ermient to initte, timulate, and pport dor in both the pub_
licusd private eto of th Unitd tt to impto tbh ra of
produeatviJ frnrort~h;

(.R) eordinteall *rtivittm r ed to iaee () of this
metion in order to dimint ntMr duplt of lort tad
ae, to insure tbhat enter ctivities wi not o-y e
or overlap with such other activities, and to mazwim the Sde-
tirenes of all ch Federal prgram and activtie;

(9) coordinato and consult withte deunts and a
of the Federal Government in the liation ad ezpedtu of
funds for ctivities and projects in bot t pic d p
sectos to improve produdcivity growth;

(10) _deaify, dvelop, und supot actirii. pra s, 
tu, and teniques, in the v*rous departnts and pnsei
of the Federal o for meamriu pdeduetit fowth
within euch depants rand a ens;

(11) collee and dimetin revnt inforutin obtained by
the Oenter or oteor public age incitutittm of higer edul-
tion, or private oraLuaticb engage. d in p .c nr this Ad,
including iniformton related to new or nmprod meo 
tens, technolodgial developnt, iat, ad derii to
impro ulte producti ,rtb, to p Tnd
imlement a public ihtion pror den d to inf
tbe pblic of tb d Oft of podti , ad
produciity rth

() oa e *nd coordinte the efforts of tat" and Iln
goe t and ~iti-ttios of hir eduston, to impmre

(t5)maLsta ia liao with bAt dmk ML
n, invovd in fforts to i6puo

(1) drn to Nation ns r p i
meagnet end unotial skill ad to a helrl**
the dvopmr o trainin pd ain ams skill.; end

ST&AT. nM
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to ) soft do essols of as matrk aftilabi6d arma pnduo

S8c. o0. In ri out its neti, the Center i aesrid- is usc 241s.(t) ~ ente tori ntrets or t er fundirng rpumta, or
Amodi ti ho0f, i order to eT out the p of ish

() toornin ambd onduet, 'di ybyneecletbr ed-f, anrrsag ta with othr. pubc .qm or pefras orqi-
zfm. for the peent d ismindaton of a inbor.motion erated or colleted puant to tbe provie.i of this

-(B,~t) rm mebh 'tudiseand rm dtio tothe Praiddat Sbi
ad to cagre. as may be nsIMnr to oarry out thoe un1ti . of o10m0mIA-the (Cuitr;

( t itoIpglemet 1a foprormad a sur aeh moemy asilktle for Sd
.te ooleaioa, otion, analysi, mid interprt ntin of data ad Ca pNC

ais . min o0rdu r to earr out thl publib Inform-
tioa h eur csah d(5) to undertai b h o. r s udmo, review, atiiti, ad tosuch r _caendtio and r t as my b required to
wry out the buntiam of the nater.

COoIIeACr &iD m n m]nUI A FO -- --_ -

Sc. 206. (a) No contracts or other fuding arrangements my beo USC 2416.entered into under thi Act umal-
(1) such oantract or other fundina mmn ill be con-

daitent with the polii and purpe f this bt and of potentialneit to other r i t b pnblic or privatesotore;

a. numntin imunprovnent data, such evalutior eitr e ib_inmp. tedt. b the particpi partie in soordo ithspecilcatic.. sablished by tS ror to in ahonp d boron behalf of the enbr; d by(a) the prtieiptina prti wts tha all inafomation rlat-ing to eny innovation or a vhenenmt generted in the coursm ofnyv Oenter-funded demomrtion program shall be publicintormtion.
(b) No ontract or other funding arrangement hall b de orentcr.d into prsuant to.tbe p isis of this Act for period ofmore thn three yers.
(e) Any non-.ederal hare of proot may be in icas or in ind,aiy erluted, including, but not limited to, plant, equipmnt, or

CONTRAT AND 0 IUWniXO '

Sec 907. (a) The Center shall pcribe by ulationftr con- IS Usc 2417.sulttion with appropriate c. ad lel, of Federl, State,ad local onents, basic riteria for the participatin partiesder ti Ad
(b) If the Center determn an t bis of information ailabeto it during any ial ye, that portio of the funds er vd toa puarticipting pary for tat -r il not i b tparty or wil a bom vailable r of t pL o 

tioms .tihed by t enter to nonoonplianeo a pr-
ticipati pat, tht portion sh bavailabl for re lloaim under

19 STAT. ns

53



APPENDIX I APPENDIX I

Pub. Law 94-136 November 28, 1975

(c) The Center shall by regpltion pcrib the blie criteria fordeternination of noncompliane by partiiptg4 parti in diapPropriates provisions for notice and hearing wit respect to 
deternunatio.

ANNUAL !mr
Repa to Sr.. 9L. () Not later than Duember 81 of each mr. the CenterMIdet ead shall report to the President and to the Congre on eeatiities piiiant

USC 21 to the p)nrisiml of this title during the pemling el ymr; suchu port shall include a detailed statement of all public ad privatefundm roreoid and exponded topether with uch cnmandathaon asthe Center dems apOprioarte. eh rport shal include an anrlvsisof tie extent to whi eaeh aecy of the Federal Gornmeat wehhas *Wgnificalnt responribiities for mistisn in the improvea t of)roductivitv is crrying out mclh np 'sibiti s east with theprovirions of this Act, includuia (A) n aountin of AUll fundexpnded or obliqted by c e for atvittie and projeet toimpaparv promdtiEit gfroh, (B) an amement of tbe xtent towhich Ah explnditures or obations ive furthred the policies ofthle Center, and (C) te Cente*rs r _mmdaions n how thei
expedlitur and obrlitins can be better coordinated to acomplishtr[p;iurpl of tL Lu

(b) S:aellr rlmrt triuirAt to be submitted to the O0- by thisAct sall boe merred to the sanding ommt mmitteee ohr om m ingjurisdiction over any part of the subject matter of the report.

TITLE Ill--FEDERAL AGENCY COORDINATION AND
LIAISON WITHI CETEBR

15 USC 2431. Sin. *01. (a) Eachll department, ag y and idependt ablish-molt of the Federal Goveniment ehill designate a qualiNd individualto rrm a liaison with the Centr and to aist the eater in carryingout its functions pursuant to this Act.
(b) Each department, aqey, and indeplndent tablishmet ofthe Feeral Gov.ernment shall kep the Center urrently infamed ofits program, policies. and initiatves to improvw productivity whichrelate to the rponsibilities of the Center, and hIll eoaslt withthe C· ter prior to the obligation or expenditure of funds for activities

or to mpro p to impro produetiity ot(C) Eah FderlM dopartment, r ,-, and indepedet ablib.met of the Federal Govrnment is authorid and diroeted to fumnish
or llow a to all relevant materi and infoemti qu ind bythe Center to earry out its funtim under this Ac.

3SERAL uiEuw
s USC 2432 . S . dpartent, agnmy, ad i e deablishm t

of the Federal GOvrn ntin rdintion with the Center, shallstudy and rvsiw the prum t and imp b n itsm of b sttu-tory authority, policis, and nreuatio, and helul dentidfy udisttuts, policies, and repuloti wh ich es dm ly aet podluctivit
growth in the public or prime metors of theb United Sta, or twhich impede the dit functioning of the Ntio ma, adshll reommend to the d the Ou ., or I oplentwhe appropriate, lternatdve at, piwu his
will eastrifbita to the pspe att dBiiAaC

SO STAT. 4
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m. Or JINU LOMmI,
Sac o6. Eac departmt, e, d i·de mt etblibhnt 15 USC 2433.of the Federal Government, in .orditi wit t Cuater, shll, tothe etrt appriopt. m me , pilab to St amd local rm ntlabor orgama s, id0W, pubic fitti d ir auil

_amntioau adie, pinformion, and mpport, indi4n,3 iyial...a otr ,u on . S, dema So to ,ntan prmot,d un-tined dti th an t poi nd prin sectors Of the

8m 804. EachdWpt, E imemA a' lshbmt IS USC 24S4.of the Fedl O u r1 dep,~itizb,

__,'oi)gtbi iF, , t ?~....o d tf,, de,,e al&d of , a ,n
'woomnded, spported, or plmeed by the O;r.

.ror onmp o vrio 
SC 305. Nothing in this title aets n, peclo tatodary obliga- 15 USC 2435.tion of any Federal a y (1) to eoordint or dolt with anyotber Federal or Stat gec or () to t, or to refri from eting,coatingent upon the oommadrtio or otrtion of any etherFedral or Stat ge.

TTLE IV-ADPMISTRATIVE PBOVISION8
Sa. 401. The EeCtive Director s authorimd tos- I SC 2451.(1) presribe Such roulatir as an dembed ae gay to carroutt purpoof ethis ct;(_) ua ad oer PrmPu ty dofl_ b"pndmi ordvisd, or naltd in payment for sries undered, withotcondition or restriction other than that it be for the purpes ofthe Center;

(3) nceive (an m, ell, or oterwise dipos of, in aordncewith clause (2 money or other property dmd, b atbhedor devised to te aenter, except for Such pmar aPderty which includes a coodition t the OCter other fuaof the Center for the o of the, tgiot, ,irdsof the mmb of tb Bord of the Cr m approve w
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Pub. Law 94-136 November 28, 1975
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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 School

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 RetailFood Industry

l/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 Corporation

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

William 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 PRODUCTIVITY AND QUALITY OF

WORKING LIFE IS NOT CONTINUED

SUGGESTED LOCATION OF THE
FEDERAL GOVERNMENT PRODUCTIVITY
EFFORT

Within the Federal Government there is a need toestablish 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 efficiencl of Government operations, would be themost likely location for leading the Federal Government pro-ductivity effort.

Among executive branch agencies, OMB is presently theonly organization with adequate authority for holding agencymanagers throughout the Government accountable for improvingproductivity. It can act as a catalyst in providing techni-cal assistance for productivity improvement and can require
agencies to support their budget submissions with productivitymeasurement data.

As this review was being completed, the administration
was proposing to partially reorganize the central managementfunction by creating an Office of Personnel Management withauthority and status equal to that of OMB. In recent dis-cussions with us, the Chairman of the present Civil ServiceCommission suggested that this new agency might be an alter-
native to placing responsibility for Federal productivityin OMB.

We agree that this new office could serve equally aswell 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 amendedto provide specifically for this role.

As presently envisioned, the new Office of PersonnelManagement would be concerned exclusively with personnel

60



APPENDIX III APPENDIX III

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-11,
"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.

--Assume 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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management 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 study 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 LaborStatistics 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 andstandards used to evaluate grantee performance. The con-
cept of incentives and performance standards needs to beconsidered 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 beenrecommended by the Federal Paperwork Commission and by us.

The Federal Government presently has no recognized
program to build the capacity of and encourage innovation
in State and local management. There is a need for limitedFederal seed money for State and local governments to support
research and development programs. Therefore, a limited Fed-eral general management improvement program should be formedby 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 forspecific projects of national interest.

The State and local government productivity focus shouldbe 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 enoughto 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 topermit easier direction oi other Federal agencies.

The Civil Service Commission appears to be the bestlocation 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 and 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. In 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 creLibility
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 tie 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 and 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 improved
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 assistance activities results from the
direct request of labor and management, which develops pri-
marily as an outgrowth of a mediator.'s involvement during
a contract dispute. The Service also has a field structure
with over 300 professional mediators located in m'jor 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 developing 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 local governments more explicit, would,
enable the Service to play a more effective role in promot-
ing such cooperation.

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

Designation of lead responsibility to the Jervice,
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 regulatory
activities designed to improve productivity should be located
in what is considered neutral ground. In addition, this
organization should have stature and clout. In our opinion,
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 he 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 responsible 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 puDlic sector productivity organiza-
tions should, in the course of their needs assessments, refer
identified regulatory problems to the unit.

LOCATION OF PRIVATE SECTOR
PRODUCTIVITY IMPROVEMENT EFFORT

From our analysis, we have determined that an independent
organization could best handle private sector productivity
improvement. It would not be aligned ir identified with any
particular set of incerest groups. IE z.use of its neutral

66



APPENDIX III APPENDIX III

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 have 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 commitment 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 r.quires. 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 programs, including:

-- Research and development programs promoting the
utilization of improved manufacturing, technology,
and standards.

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

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

--Demographic and economic research on tha economic
health of the United States. including productivity.

--Development of science and technology policy options
that have a bearing on private and public sector
advances in productivity 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.

Placing 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 quality
of working life improvement. The Department has responsibil-
ity to foster, promote, and develop wage earner 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. In 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 PRODUCm TVITY 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 provide the framework
and incentives for improving productivity by means of a con-
sensus among business, labor, and government as to the 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, and 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 to 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. In this effort t~je
focal point entity should work closely with the Bureau of
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 11, 1978

Dear Mr. Scantlebury:

We are pleased to have the opportunity to comment on the recom-mendations of the General Accounting Office report "The Federal Rolein Improving Productivity--Is the National Center for Productivity
and Quality of Working Life the Proper Mechanism?" Although theseobservations are restricted to the recommendations, we have conveyedmore detailed comments directly to the staff on an earlier draftof the summary report.

We, of course, share the concern of the GAO that the UnitedStates continues to lag behind other industrialized nations inproductivity growth. As President Carter has noted, while the pro-ductivity of the labor force increased at an average annual rate ofabout 3 percent during the first two decades of the postwar period,
during the past ten years it has slowed markedly to about 1.5 percenta year. During this same ten year period, the productivity of Germany,Japan, and some other industrialized nations increased at rates offrom 6 to 14 percent a year. The productivity lag is reflectedin persistent inflation and a weakening of our competitive trade
position and will, over the long term, erode our Nation's basiceconomic health--including the ability to create new jobs--and theprime 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 Federallevel that can harness and provide direction for the many activities
already underway and insure that new efforts are developed where theyare needed." We believe, however, that it is critical to establishthe essential difference between a Federal "effort" and a Federal"program." What is needed is the leadership and commitment of theFederal government--which as the report notes has a variety of indi-vidual programs that can contribute to productivity improvement-- toparticipate with labor and management leadership in an ongoing effort
to improve productivity. By itself, no single agency or programcan fulfill this need. An independent c'nter, capable of drawing uponboth 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 those problems can best be performed by a non-aligned,
independent agency, but it must have the active support of government
and representatives of labor and business. The National Certer 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 would 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 government, 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 proposed 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 local 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-management
activities must be located in what is considered neutral ground." It
should 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 line 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 problwn: haL. not
been evidenced by action. Any alternative which did not inc'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 gencies
could signal a lack of nationa' commitment to one of th ost i
significant economic problems of recent years

spectfully/

Ge .

E ctor

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

OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. O.C. 20503

APR 4 178

Mr. D. L. Scantlebury
Director, Division of Financial

and General Management Studies
United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Scantlebury:

I 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 Federal role in
productivity 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 Administration during recent

months. The President specifically requested a decision
paper on the future of the National Center for Productivity
and Quality of Working Life. We consulted the other
interested agen;cies in developing the analysis and options.
Director McIntyre submitted his me-morandum to the President
just a short while ago, and we are awaiting the President's
decision.

Since our rev.ie.. 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 aspects 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 to the
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planning and technical assistance provided to communities
through HUD and Commerce to help cities improve their
management and planning practices. He said that "thesefunds will be used increasingly to build the local
government's capacity to undertake the necessary fiscaland management reforms." The President's statement wouldguide our response to your recommendation regarding Stateand local government productivity efforts.

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

Since-ely,

Wa aeDe c ran ator
A74ociate Director for
Management and Regulatory Policy
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d 'EXECUTIVE OFFICE OF THE PRESIDENT

tar ,%,: ~3:FFICE OF MANAGEMENT AND BUDGET

"h,,'~. i ~ ~.~'WASHINGTON. D.C. 20503

APR 1 7 1978

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
reorganization 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,

i ~e G F an fist
ociat Director for
Management and Regulatory Policy
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U. S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY

WASHINGTON!

APR 20 197

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

Dear Elmer:

I appreciate the opportunity to review the proposed GAO report,"The Federal Role in Ioroving Productivity." It obviously
represents a major accomplishment by the G.AO staff who have
done an excellent job of asseabling 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 P.L. 94-136
should be allowed to expire on September 30, 1978. Forthis 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 functions
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 resources
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. Indeed, I feel impelled to question
the wisdom of what would be tantamount to a drastic.change
in the ?MCS 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 role, and I suspect 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 the muore
appropriate agency to assume responsibility for this
aspect of the overall Federal productivity effort.

Finally, I was pleased to note the report's acknowledgment
cf 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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