
Savings Due to Reduction in Regulations 

Agency: Regulatory Functional Budget Reform 
Reform Code: 999 Criterion: NA 

President Reagan has initiated a comprehensive progam to eliminate unnecessary governmental 
interference in the economic and private lives of all Americans. While some regulatory activity is 
needed to protect the health and safety of the public — few would suggest eliminating traffic signals 
- every regulation costs the taxpayer in two ways. There are the direct costs associated with 
maintaining the bureaucracies that issue, administer, and enforce regulations. The administration's 
proposal will reduce these costs by more than $100 million in 1981 and $500 million in 1982. These 
savings are included in other savings shown elsewhere. The other costs that regulations place on the 
public are higher prices and government interference in their everyday lives. These costs are discussed 
elsewhere in the President's message. 
The budget impact of several major reductions in regulation proposed by the administration is 
discussed below. 

• Decontrol of oil prices will encourage the development of our petroleum resources and also 
reduce the direct cost to the taxpayer of government regulation by $50 million in 1982. 

• Elimination of the Council on Wage and Price Stability will save the taxpayer $1.5 million in 
1981 alone. 

• Elimination of unnecessary governmental controls on the delivery of health care will save 
approximately $200 million in 1982. The Administration proposes to eliminate the 
burdensome bureaucracies of health planning agencies and professional standards review 
organizations. 

In addition to these specific reductions, these figures include some across-the-board cuts in the 
budgets of regulatory agencies. Fewer regulators will necessarily result in fewer regulations and less 
harassment of the regulated. 

Savings Due to Reductions in Federal Regulatory programs^ 
(dollar amounts in millions) 

Regulatory 1981 1982 
Activity Employment* BA 0 Employment* BA O 

Business and commerce 438 12 14 768 24 25 

Environment and energy 826 150 107 3,098 355 308 

Health care industry and other 212 68 53 955 217 172 

TOTAL 1,476 229 173 4,821 595 506 

17 These savings are included in other savings shown elsewhere. 

* Full-time equivalent. 
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Reductions of Federal Civilian Employment and Related Savings 

Agency: All Functional Budget Reform 
Agencies Code: 999 Criterion: 8 

(Number of employees*thousands) 
1981 1982 1983 1984 1985 1986 

CARTER BUDGET: 
Total 2,111 2,132 2,132 2,132 2,132 2,132 

Defense (916) (916) (916) (916) (916) (916) 
Non-Defense (1,195) (1,216) (1,216) (1,216) (1,216) (1,216) 

POTENTIAL CHANGE: 
Defense 14 20 20 14 8 2 
Non-Defense - 3 3 -63 -83 -102 -123 -144 

REAGAN BUDGET: 
Total 2,092 2,089 2,069 2,044 2,017 1,990 

Defense (930) (936) (936) (930) (924) (918) 
Non-Defense (1,162) (1,153) (1,133) (1,114) (1,093) (1,072) 

PERSONNEL COMPENSATION AND BENEFITS 

Budget Authority and Outlavs 
(in billions of dollars) 

1981 1982 1983 1984 1985 1986 

Carter Budget17 56.5 58.0 58.0 58.0 58.0 58.0 
Potential change: 

Defense 0.1 0.3 0.3 0.2 0.2 0.1 
Non-Defense -0.4 -1.6 -2 .1 -2.6 - 3 . 1 -3.7 

Reagan Budget 56.2 56.7 56.2 55.6 55.1 54.4 
l / Excluding future pay adjustments 

Compensation and benefits for Federal civilian workers comprise a significant part of the Federal 
budget—about $56.5 billion for 1981. 

Rationale 

As a step in reducing the size, cost, and inefficiency of the Government, the President has imposed 
new lower civilian personnel ceilings for 1981 and 1982 for Executive Branch agencies. At the same 
time, the Government-wide hiring freeze has been lifted for those agencies that are able to meet their 
revised lower personnel ceilings. These lower personnel levels will help foster a new attitude toward 
eliminating waste and inefficiency in Government and spur increased productivity. 

Lower levels of Federal employment are appropriate because of reduced program levels in the revised 
Reagan budget In addition, lower Federal employment levels can be achieved by reducing overhead 
and by greater efficiencies in carrying out Federal programs. 

To meet the Nation's highest priority needs and to assure that essential services are not interrupted, 
heads of agencies have been instructed to make reallocations within their respective agencies. This 
will result in more efficient use of personnel and funds by targeting limited resources to those 
operations that vitally affect the Nation. 

Proposed Change 
For non-Defnese agencies, civilian employment will be reduced to a level that would have been 
achieved if the total freeze on hiring remained in effect throughout 1981. There were some 
exceptions to this general statement. 

• The Defense Department's employment will increase in tandem with proposed increases in 
budgetary resources for national defense. 

• The Department of Health and Human Services will experience a small, short-term, increase 
in staffing to implement social security benefit reforms. 
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• The Department of State will hold level for 1981 for reasons of national security. 

• The Treasury Department will experience a lesser decline in IRS than would have been 
derived from continuing the freeze to provide for increased levels of audit examinations, 
which in turn will increase revenues. 

The end result will be a reduction in total employment of 32,900 positions from the Carter budget 
estimates for 1981. For 1982 there will be a reduction of 63,100 positions from the Carter budget and 
for the years of 1983-1986 there will be further reductions each year. 
For the non-Defense agencies this will result in savings of about $400 million in 1981 and about 
$1,600 million in 1982. 
For the Department of Defense, civilian employment will increase from the Carter budget by 14,000 
positions in 1981; by 20,000 in 1982 and 1983; and by lesser amounts in later years. 

Full-Time Equivalent Employment in the Executive Branch 
(Revised 1982 Budget) 

Fiscal Year 

1980 1981 1982 

Full-time permanent.. 
Other than full-time... 

1,882.300 
245.400 

1,868,300 
252.100 

1,854,100 
246.700 

TOTAL 2,127,700 2,120,400 2,100,800 
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Summary of the Full-Time Equivalent of Full-Time Permanent Civilian 
Employment in the Executive Branch 

(Revised 1982 Budget)!7 

Exluding the Postal Service 

FISCAL YEAR 
1980 1981 1982 Change 

estimate estimate estimate 1981-1982 
Agriculture 85,400 83,800 84,800 1,000 
Commerce 29,300 32,100 30,900 -1,200 
Defense—Military functions 855,000 869,600 878,700 9,100 
Defense—Civil functions 27,700 27,800 25,400 -2,400 
Education 6,400 6,000 5,800 -200 

19,600 19,100 17,400 -1,700 
Health and Human Services 136,400 134,900 129,800 -5,100 
Housing and Urban Development 15,600 15,700 15,200 -500 

53,800 53,100 52,800 -300 
53,400 53,600 52,800 -800 
22,100 21,800 21,000 -800 
21,800 22,000 21,900 -100 

Transportation 68,800 68,000 65,800 -2,200 
Treasury 109,400 107,900 108,000 100 
Environmental Protection Agency 10,700 10,600 10,400 -200 
National Aeronautics and Space Administration 22,600 22,000 21,700 -300 
Veterans Administration 193,100 194,000 188,900 -5,100 
Other independent agencies: 

General Services Administration 32,300 31,600 30,100 -1,500 
International Communication Agency 8,000 7,900 7,500 -400 
International Development Cooperation Agency 5,700 5,600 5,400 -200 
Nuclear Regulatory Commission 2,800 3,200 3,300 100 
Office of Personnel Management 6,400 5,900 5,700 -200 
Panama Canal Commission 7,700 8,300 8,300 
Small Business Administration 4,400 4,500 4,300 -200 
Tennessee Valley Authoritv 16,500 16,200 15,500 -700 
Miscellaneous .42,400 42,100 41,700 -400 

Subtotal 1,857,300 1,867,300 1,853,100 -14,200 
2/ Contingencies 1.000 1.000 — — 

Total 1,857,300 1,868,300 1,854,100 -14,200 

^ Excludes developmental positions under the worker-trainee opportunity program (TOP) as well as certain statutory exemptions. 

^ Subject to alter distribution 
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Total Federal Employment, End-of-Year 
(Revised 1982 Budget) 

September 30 
Description 1980 1981 1982 

Actual Estimate Estimate 
Civilian employment in the executive branch: 

Full-time permanent (including lapse) 1.866,773 1,858,900 1,844,800 
Other than full-time permanent 266,963 233,200 243,600 

Subtotal 2,133,736 2,092,100 2,088,400 
Postal Service: 

Full-time permanent 535,050 532,800 527,000 
Other than full-time 125,035 127,800 124,300 

Subtotal 660,085 660,600 651,300 
Exempt from ceilings l / 27,530 28,000 28,000 

Subtotal, executive branch civilian 
employment2 / '3 / 2,821,351 2,780,700 2,767,700 

Military personnel on active duty: 4 / 

Department of Defense 2,050,127 2,075,400 2,119,900 
Department of Transportation (Coast 

Guard) 39.375 39,800 39,500 
Subtotal, Military personnel 2,089,502 2,115,200 2,159,400 

Total, Executive Branch Employment 4,910,853 4,895,900 4,927,100 
Legislative and judicial personnel: 5 / 

Full-time permanent 32,690 
Other than full-time permanent 22,198 

Subtotal, legislative and judicial branches.. 54,888 
GRAND TOTAL. 4,965,741 

^ Developmental positions under the Worker-Trainee Opportunity Program; disadvantaged summer and part-time workers under 
such Office of Personnel Management programs as Summer Aids, Stay-in-School, and Junior Fellowship; and certain statutory 
exemptions. 

^ Excludes indirect hire foreign nationals working under master labor contracts overseas. Actual employment for 1980 was 74,570. 
Such employment for 1981 is estimated to be 84,100. 

^ For 1981 and 1982, reflects fractional counting of part-time permanent positions, pursuant to the provisions of P.L. 95-437. 

^ Excludes reserve components. 

^ 1981 and 1982 estimates are not available for the legislative and judicial branches. Also, excludes members and officers of the 
Congress. 
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TOTAL FEDERAL CIVILIAN EMPLOYMENT - EXECUTIVE BRANCH 

(Excluding the Postal Service; End-of-Year) 

1981 1982 
January Revised January Revised 
Budget Budget Change Budget Budget Change 

Agriculture 129,200 125,000 -4,200 132,300 126,000 -6,300 
Commerce 39,200 37,300 -1,900 43,100 39,600 -3,500 

Defense—Military functions 916,000 930,000 14,000 916,000 936,000 20,000 
Defense—Civil functions 31,900 31,900 - - 34,700 32,100 -2,600 
Education 7,200 6,800 -400 6,900 6,400 -500 
Energy 21,500 20,300 -1,200 21,700 18,400 -3,300 
Health and Human Services. 154,500 160,100 5,600 155,300 155,500 200 
Housing and Urban Development 16,400 15.500 -900 16,800 15,300 -1,500 
Interior 77,000 75,000 -2,000 78,700 74,300 -4,400 
Justice 55,900 54,700 - -1,200 56,500 54,100 -2,400 
Labor 23,500 21,900 -1,600 23,500 21,800 -1,700 
State 23,400 23,400 23,700 23.200 -500 
Transportation 71,800 68,800 -3,000 72,200 67.500 -4,700 
Treasury 125,000 120,900 -4,100 128,300 121.200 -7,100 
Environmental Protection Agency 14,800 14,100 -700 15,500 13,800 -1,700 
National Aeronautics and Space 

Administration 23,800 23,300 -500 23,800 23,200 -600 
Veterans Administration 216,700 212,000 -4,700 217,200 208,000 i9,200 
Other. 

General Services Administration 35,500 33,700 -1,800 36,200 33,300 -2.900 
International Communication Agency 8,100 7,700 -400 8,100 7,700 -400 
International Development 

Cooperation Agency 6,100 5,900 -200 6,100 5,800 -300 
Nuclear Regulatory Commission 3,500 3,400 -100 3,600 3,500 -100 
Office of Personnel Management 7,400 7,400 — 8,000 7,400 -600 
Panama Canal Commission 8,700 8,600 -100 8,600 8,500 -100 
Small Business Administration 5,000 4,700 -300 5,000 4.500 -500 
Tennessee Valley Authority 49,000 45,500 -3,500 48,000 44,000 -4,000 
Miscellaneous 45,900 

2,117,000 
43,200 -2,700 47.700 44.300 -3.400 

Subtotal 
45,900 

2,117,000 2,101,100 -15,900 2,137,500 2,094,400 -42,100 
Contingencies 2,000 1,000 -1,000 2,000 1,000 -1,000 
Expected Lapse -8,000 -10.000 -2,000 -8.000 -8.000 
TOTAL 2,111,000 2,092,100 -18,900 2,131,500 2,088,400 -43,100 
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Summary of Full-Time Permanent Civilian Employment in the Executive Branch 

(Revised 1982 Budget) i7 

(Excluding the Postal Service) 

(End-of-Year) 
As of September 30 

1980 1981 1982 1981-82 
actual estimate estimate change 

Agriculture 82,528 84,300 84,900 600 
Commerce 29,270 28,500 27,600 -900 
Defense—Military functions 867,750 879,000 885,000 6.000 
Defense—Civil functions 27,730 27,600 25,400 -2.200 
Education 5,639 6,000 5,600 -400 
Energy 19,827 18,900 17,200 -1,700 
Health and Human Services 136,364 137,900 131,200 -6,700 
Housing and Urban Development 15,613 14,900 14,600 -300 
Interior 53,210 53,500 52,000 -1,500 
Justice 53,444 53,000 52,300 -700 
Labor 22,112 21,200 20,800 -400 
State 22,048 22,000 21,800 -200 
Transportation 68,924 66,300 65,200 -1,100 
Treasury 107,463 107,700 108,100 400 
Environmental Protection Agency 10,678 10,800 10,400 -400 
National Aeronautics and Space 

Administration 22,613 21,900 21,900 — 

Veterans Administration 195,255 194,400 192,100 -2,300 
Other 

General Services Administration 32,413 30,600r 29,700 -900 
International Communication Agency. 7,997 7,500 7,500 — 

International Development 
Cooperation Agency 5,614 5,500 5,400 -100 

Nuclear Regulatory Commission 3,029 3,300 3,400 100 
Office of Personnel Management 6,235 5,900 5,700 -200 
Panama Canal Commission 7,673 8,300 8,100 -200 
Small Business Administration 4,408 4,400 4,200 -200 
Tennessee Valley Authority 16,523 15,500 15,100 -400 

Miscellaneous : 42.413 42,000 41.600 -400 
Subtotal 1,866,773 1,870,900 1,856,800 -14,100 

Contingencies 2/ .... 1000 1000 — 

Subtotal. 1,866,773 1,871,900 1,857,800 -14,100 
Expected lapse — -13.000 -13.000 — 

TOTAL 1,866,773 1.858,900 1,844,800 -14,100 

- Excludes developmental positions under the worker-trainee opportunity program (WTOP) as well as certain 
statutory exemptions. 

7/ 
- Subject to later distribution. 
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Revision of the Federal Pay Comparability Standard 

Agency: All Civilian Functional Budget Reform 
Agencies Code: 921 Criterion: 8 

Funding (S in millions) 

CARTER BUDGET: 
Budget Authority 
Outlays 

REESTEVIATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

PROGRAM CHANGES: 
Budget Authority>17 

Outlay^ 
REAGAN BUDGET: 

Budget Authority 
Outlays 

^ A1 A f fAr t f A f WAtTVr««/\M A Vklir C Art f A UI A AM M; 

1981 1982 1983 1984 1985 1986 

958 3,765 6,252 8,789 11,372 
920 3,652 6,153 8,687 11,269 

-159 -635 -1,132 -1,540 -2,022 
-149 -616 -1,161 -1,597 -2,131 

799 3,130 5,120 7,249 9,350 
771 3,036 4,992 7,090 9,138 

age for full, Government-wide effect 

Program Description 
Under a system prescribed in law, the President annually adjusts Federal civilian pay rates to keep 
them comparable to private sector rates, or he may decide on an alternative increase "because of 
national emergency or economic conditions affecting the general welfare." 

Proposed Change 
The principle of comparability is sound but the way it is implemented needs to be changed by: (1) 
considering benefits along with pay in comparability determinations because benefits have become 
such a significant part of employee compensation in both the public and private sectors; (2) 
considering State and local government pay and benefits along with those of the private sector 
because State and local employment has grown to be substantial and many employees do the same 
work as their Federal counterparts; (3) setting the comparability standard at 94 percent of 
non-Federal pay and benefits in consideration of the attractive features of Federal employment in 
comparison with many jobs in the private sector; (4) revising other features of the system to bring 
them more closely in line with those of the non-Federal sector such as using locality pay for white 
collar workers and providing flexibility to compete for skills in short supply; and (5) indexing military 
increases directly to increases in the non-Federal sector rather than to Federal civilian white collar 
increases. 

Rationale 
These proposals will reduce outlays very substantially. Equally important, they will produce a 
structure of employee pay and benefits that is fair to both the employee and the taxpayer while 
insuring that the Government is able to attract and retain a workforce with the qualifications, 
experience and skills it needs to achieve the objectives set for it. 

Key Facts About the Program 
A number of major studies of the civilian paysetting procedures have been conducted in the last 
decade. All have found comparability with the private sector rates to be the best basis for Federal 
paysetting, but all have recommended changes in the current methods of implementing that concept. 
The latest major study was made by the Ford administration, and its recommendations were converted 
by the Carter administration into a legislative proposal for comprehensive reform. It was not adopted 
by the last Congress. 
The Reagan Administration reviewed the previous Administration's proposal, retained its major 
provisions and added a provision establishing the comparability standard at 94 percent of non-Federal 
pay and benefits. This legislative proposal was forwarded to the Congress on March 24, 1981. 
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The provisions of the bill will be implemented over a 3 year period. For example, we anticipate that 
the 94 percent standard will be phased-in in 3 equal installments. Similarly, locality pay will be 
gradually extended throughout the nation. Enactment of this proposal is expected to result in a white 
collar pay increase in October 1981 of about 4.8 percent, and total savings of $3.7 billion in FY 1982 
alone. 
The table above measures savings from the previous Administration's budget and only for civilians 
employed in civilian agencies. As such, it does not take into account increases under current law and 
does not measure savings for civilians employed by the Department of Defense. Accordingly, the 
table below gives a more comprehensive picture of the full, Government-wide savings to be achieved 
by enactment of the legislation proposed. 

Total Civilian Pay Increase, Including DOD Civilians 

(outlays in billions of dollars) 
1982 1983 1984 1985 1986 

Current Law: 
Proposed Legislation: 
Savings: 

5.7 10.6 15.0 19.4 23.5 
2.0 5.3 8.8 12.7 16.4 
3.7 5.3 6.2 6.7 7.1 
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Davis-Bacon and Service Contract Acts 

Agency: Government-
wide 

Funding 
Expected Savings (Budget Authority/ 

Outlays):1 

Defens^ 
Non-Defense 
Total 

Functional 
Code: 051,921 

1981 1982 

70 
150 
220 

Budget Reform 
Criterion: 8 

($ in millions) 
1983 1984 

130 200 
270 400 
400 600 

1985 

250 
550 
800 

1986 

350 
650 

1000 
1/ 

2/ 

These savings estimates are based on previous studies. More definitive data will be obtained from the agencies in the course 
of reviewing specific administrative modifications. Since data was not available to spread the expected savings by agency 
account, the non-defense savings were applied by reducing the Allowance for Contingencies 

Also included in separate section on Department of Defense Savings. 

Program Description 
Under the Davis-Bacon and Service Contract Acts, the Department of Labor, through administration 
of the Acts, establishes minimum wage rates, based on a prevailing wage concept, for wages and 
benefits paid to workers by Government construction and service contractors. Studies indicate that 
minimum wage rates set under authority of these Acts on the average result in added costs to the 
Federal Government. For FY 1982, the Davis-Bacon Act will cover about $32 billion of direct 
Federal or Federally-assisted construction contracts above the current threshold of $2,000. The 
Service Contract Act covers an additional estimated $5-10 billion per year of Federal contracts for 
services above the current threshold of $2,500. 

Proposed Change 
The Administration is conducting a review of administrative practices under the Davis-Bacon and 
Service Contract Acts. The principal objective of the review is to modify administrative practices to 
ensure that prevailing wage determinations made by the Department of Labor under these Acts reflect 
actual minimum wages paid in localities where Federal contracts are performed. Reform of 
administrative practices is expected to result in cumulative savings of about $3 billion by 1986. 

Rationale 

This review of administrative practices is an integral component of the Administration's overall effort 
to reduce Federal overhead, personnel costs, and program waste and inefficiency. 

Previous studies by the Council of Economic Advisers, GAO, OMB, and academicians have indicated 
that substantial savings in agency budgets could be achieved by revising current administrative 
practices. These studies estimate that current administrative practices result in wage rate 
determinations for Federal contracts at levels generally higher than those paid in private industry. 
Costs to the Federal Government are inflated by approximately 6-7 percent of total contract costs as a 
result of current practices. 

Some economists have suggested that current practices tend to pull private industry wages upward, 
thereby further fueling inflation. 

Current practices tend to discriminate against young, minority, and female workers trying to break 
into construction trades. Administrative reform will improve competitiveness in Federal contracting 
and also encourage greater equity in the labor markets. 

Private industry has long contended that the prevailing wage laws result in added costs to contractors 
by requiring higher wage standards under Federal contracts. Current practices undermine the 
collective bargaining process and create internal labor strife with some workers paid at collectively 
bargained rates while others are paid at higher, administratively-determined rates. 
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Key Facts About the Program 
The most recent GAO analysis (HRD-81-10 — Review of Costs on METRO Construction) of the 
inflationary impact of wage rate determinations under the Davis-Bacon Act indicates that current 
administrative practices increase total construction costs by 6.8 percent. As a result, METRO 
construction costs could be increased by about $149 million. 
The GAO survey in Montgomery County, Maryland found that the prevailing wage rates set by DOL 
were higher than actual rates in similar private construction in the locality. For example: For a 
laborer, the actual rate was $6.05, while DOL's prescribed rate was $10.95—$4.90 higher (55 percent 
higher); for a carpenter, the actual rate was $9.24, while DOL's prescribed rate was $13.56—$4.32 
higher (68 percent higher); for a power equipment operator (bulldozer), the rate was $8.99, while 
DOL's prescribed rate was $13.72—$4.73 higher (65 percent higher). 
An earlier GAO review (HRD-79-18) of 30 Federal or Federally assisted construction projects, costing 
an estimated $25.9 million, showed that the majority of the wage rate determinations issued by DOL 
were higher than the actual rates in 12 of the localities. The higher wage rate determinations 
prescribed by DOL on average were 37 percent higher (ranging from 5-123 percent higher than actual 
wages) than the comparable wage rates prevailing in the localities. 
A study completed by the Council of Economic Advisers in 1979 concluded that total Federal 
Government construction costs could be reduced by 5.6-11 percent if labor costs on construction 
projects were brought down to levels prevailing in private construction. 
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