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December 14, 1992

HOW TO CUT
THE FEDERAL BUREAUCRACY

We cannot put people first and create jobs and economic growth without a revo-
lution in government. We must take away power from the entrenched bureaucracies
and special interests that dominate Washington....

I will reduce the White House Staff by 25 percent and challenge Congress to do
the same....[I will] eliminate 100,000 unnecessary positions in the bureaucracy. I
will cut 100,000 federal government positions through attrition....I will require fed-
eral managers and workers to achieve a 3 percent across-the-board administrative

savings in every federal agency.
Rill Clinton
Putting People First:
A National Economic Strategy for America.
EXECUTIVE SUMMARY

There are few campaign promises that will become due earlier than your pledge to cut
100,000 federal government employee positions. Your commitment to reform—or your lack of
it—will be obvious to the American people from the very beginning.

You have apparently modelled your transition and initial legislative strategy on the early
days of the Reagan Administration. You would be wise to examine that Administration’s strat-
egy on reducing the size of the federal bureaucracy, too, for it offers a tested means to achieve

. your campaign pledges. That experience, and the lessons from other Administrations, suggests
a ten-point action plan for achieving your objectives:

Action 1: institute on Inauguration Day a total freeze on federal hiring (except
political appointments), accompanied by a 3 percent across-the-board
administrative cut. This is the kind of blunt instrument approach needed if
your goal is to be accomplished. Because it allows no exceptions, bureau-
cratic gaming cannot frustrate the achievement of the bulk of your personnel
reduction target, allowing appropriate adjustments to be made later, after
most of the targeted savings have been accumulated at the beginning. '

Note: Nothing written here is to be cons}rued as necessarily reflecting the views of The Heritage Foundation or as an attempt to aid or
hinder the passage of any bill before Congress.
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Action 2:

Demand that Congress eliminate minimum staffing levels in all depart-
ments and agencles. A reduction program cannot be effective if large
areas of personnel are excepted from its control.

Action 3: in the second phase of personnel reductions, Institute a modified

Actlion 4:

Action 5:

Action 6:

Action 7:

Action 8:

freeze. This more flexible hiring freeze should be planned for an unnamed
date at least six months in the future, and administered by the Office of Per-
sonnel Management. This will allow continued reductions but ones managed
in accord with the efficient use of personnel resources.

During the modified freeze, reform the Reduction-in-Force (RIF) regu-
lations to glve more welght to performance and less to seniority, and
to limit bump-and-retreat rights. This change, designed to permit the gov-
ernment to retain its best employees, should be made part of an overall per-
sonnel reduction strategy.

Reestablish Office of Personnel Management (OPM) monthly account-
Ing of tull-time equivalent (FTE) employment. Without accurate data pre-
pared on a regular basis and some agency to oversee progress, the goal of
trimming the bureaucracy will soon be forgotten.

Demand from Congress the elimination of legisiative limits on the
number and functions of political appointees, and reduce the Execu-
tive Office of the President staff by 25 percent. You will need to main-
tain and even increase the number of political appointees if the bureaucracy
is not to smother reform initiatives. It is political appointees who will deter-
mine whether or not the Administration will be successful. But the Execu-
tive Office of the President is bloated by its own bureaucracy, and its
efficiency is impaired. Fulfilling your pledge to reduce it by 25 percent will
give impetus to other agencies and Congress to do likewise, and most im-
portant, will make the White House a more effective and efficient decision-
making body.

Reaffirm your commitment to the career service. A strong core of politi-
cal appointees still must rely upon a professional civil service to be effec-
tive. To achieve its support, you must protect the integrity of the career
service by such things as limiting “burrowing in” by political appointees to
career positions, and seeking changes in the law to protect the service, in-
cluding the repeal of the Ramspeck Act.

Announce a major privatization and contracting-out initiative, with the
responsibllity for the Initiative transferred from the Office of Manage-
ment and Budget to the Office of Personnel Management. States and
local governments have used privatization extensively to cut costs and im-
prove efficiency. The federal government lags behind the rest of the country
in the use of private firms and organizations to perform government opera-
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tions. To catch up, it needs a major new initiative that is effectively man-
aged.

Action 9: Modity existing contracting-out rules to provide full-costing ot tederal
government operations when these are compared with private bid-
ders. The bidding process today requires would-be private contractors to
factor all overhead costs into bids, yet allows government agencies to ex-
clude many items from their calculations. Loading the dice in this way often
deprives the taxpayer of the opportunity for more efficient service.

Action 10: Upgrade the performance appralsal and pay-for-performance sys-
tems, and extend performance pay beyond managers to the general
work force. Better pay for better performance is at the heart of sound pri-
vate sector personnel-incentive programs. The opportunity to do this is too
limited in a federal sector that needs constant attention to appraisals and re-
sulting rewards to overcome the disincentives of a rule-driven, play-it-safe
civil service system.

Opportunities for Reform

If you take prompt and decisive steps such as these, you can make significant headway into
cutting the overhead cost of government and toward making the federal work force function
more efficiently. The federal bureaucracy is a bloated target for management and budgetary re-
form. Personnel costs (wages and benefits) equal 15.5 percent of total domestic spending, and
other administrative overhead adds 24 percent more, so even minor efficiency gains will trans-
late into big savings. For example, federal retirement alone accounts for 4 percent of the budget.
While tougher options are possible, by simply limiting the cost of living increases to the maxi-
mum amount of the Social Security cost-of-living-adjustment (COLA) increase, it would be
possible to save $1 billion the first year, and $20 billion over five years.

Of course, if you really mean to go beyond personnel savings and actually attack the deficit,
the Administration of Ronald Reagan could give some additional guidance. After carefully tak-
ing out the effects of interest and savings and loan bailout costs, Heritage Foundation scholars
Scott Hodge and Robert Rector have shown that the domestic spending Reagan targeted de-
clined from 14.8 percent of gross domestic product to 12.2 percent under his initiatives.' Cato
Institute scholar Stephen Moore documents that the growth rate of real government spending
under Reagan was one-third that of the next closest Administration since World War II. Thus if
you are prepared to take serious actions and plan well, there is proof that you can achieve re-
sults.

But why, you might ask, should conservatives urge you to learn from the Reagan period, so
that you might successfully trim the federal government, allowing you to fulfill your campaign
promise and making it more likely that the federal bureaucracy will carry out your policies? For
two reasons. The first is that by indicating exactly how you can carry out your campaign
pledge, and identifying actions you would have to take if you really do want to cut the bureau-
cratic overhead of the federal government, the American people will have a checklist on which

1 Robert Rector and Scott Hodge, "What George Bush is Not Being Told About Federal Spending,” Heritage Foundation
Backgrounder No. 886, March 4, 1992, p. 2.




4 How to Cut the Federal Bureaucracy

to compare performance with rhetoric. If you are serious—or not—they will be able to tell
from your actions.

The second reason is that a serious threat to your strategy to reform government will come
from inside the federal bureaucracy—as it did when Ronald Reagan came to power. It is the na-
ture of bureaucracy: Pressure will come from those who do not want a lean, efficient govern-
ment, but simply a large one. And it will come from those who will try to promote the old-style
liberal “solutions” through bureaucracy and regulation that were rejected at the ballot box. It is
in your interest, as well as the interests of conservatives, to ensure that these forces are not suc-
cessful through omission. If you pursue these recommendations to make the federal bureau-
cracy work efficiently for you and these old-liberal policies are still pursued, then you will not
be able to blame any failures on bureaucratic intransigence, and the American people will be
able to judge fairly that it was the liberal policies that were the problem. And if you do reform
the bureaucracy to make it carry out the policies of your White House, that also will provide an
efficient executive branch to enable the next conservative Administration to correct the failed
liberal policies that were adopted.

LESSONS OF THE REAGAN ADMINISTRATION

The bad news is that cutting 100,000 federal jobs will be difficult. The unions and managerial
associations will protest vigorously, the career managers will resist having fewer subordinates
to spread the work and build their empires, and the political appointees will try to avoid the
hard decisions that will attract unwarranted press attention. The good news is that it can be done
—Ronald Reagan showed how.

Then-Governor Reagan promised in the 1980 election to reduce the size of the bureaucracy.
Once in office he classified his goal as a decrease in non-defense full-time equivalent (FTE)
personnel of 75,000. The accompanying table shows that between 1981 and the end of the first
Reagan term in 1984, non-defense federal employment went down by 78,650, thereby exceed-
ing his goal. The decrease in number of employees, the “head count,” actually was 105,484. Sig-
nificantly, about 90 percent of the decrease had been achieved by the end of the first year.

Early, bold, and inflexible ac-
tion in the form of a total freeze Even As Civilian Military Personnel Are Cut,
on employment, followed later Non-Defense Bureaucracy Grows

by a more flexible, managed
freeze, allowed the target to be 100 o100
achieved.

It is also important to learn
from the shortcomings of
Reagan’s second term. By the
end of the second term, non-de-
fense employment totals had
edged back up nearly to the lev-
els under Jimmy Carter, al- -100
though defense civilian and 1981-1984 | 1984-1990 | 1990-1993
military totals had begun a
downward trend. The problem e
was that the energy ofptrl::a first s Non-Defense B8 Cwilon Miltary
term had largely dissipated and Source: The Budget of the United States;
clear plans and goals were not 1he Offcs of Pemonnal Monagement. Horboge DoleChar
set, so the natural forces of bureaucratic growth re-asserted themselves. The reductions
achieved in the core Great Society agencies generally held firm, but personnel grew in those
agencies that received less personal presidential attention.




"JUSWISBDUD [BUUOSId JO 82O 'S ‘N U4 SOIDIS PaHUN U} JO j8Bpng ay] :921n0g
6L0°SLT- €T6'9V8‘1 LILLLI'T Areyqm pouuoyruf)
876°69- TLLL98 TES'TION AreyrNl UBI[AL)
€8T YT+ 626181 966180°T BUJP-UON
S6LTT+ 78€°LS At ty 100
V6 TI+ 816122 SYS'81T SUBIOA
€H0'T+ 6.9°8 L91°8 visin
WL 000°€T IS6'1€ fyuoqny A3[eA "Uu9y,
00L'9¢+ $96'191 SSI'el Amseary,
LSTT+ TIToL 0€1'19 uonenodsuer],
ST6T+ 7109 6€19C arels
L9 - LE9Y 8ETY URIPY SSauIsng [[ews
cEs - €09°8 LET'S [eue) eureued
SL6 - 8S1°9 01L'S "W\ "SI JO WO
S EI+ 896°'L6 I'ss oonsnf
LyL'L- 000'vL SYTEL J0uu]
998°T - LESET LEV'TT anH
IL- LLE'E e oy ‘Y :eo[onN
0zTT+ LY6'vT 080CC VSVN _
€8€°E - S9Z's1 LLS'ST 10qe]
96C'8T- $OL'STT 696'9€1 13§ UeWMH pue {esH
006'C1- 868°61 US'ST "UIIPY SIS “USD)
960°S + LI6'LT rAtall vdd
G8T'1 + 09661 80L91 A315ug
T09°1 - 7€0°s S20°'S uoneonpy
988°p - 'Lz 189°ST szaurduy yo sdio)
GEE + 789°9¢ S0ETE S0I3WWO))
911 - 12944 SIIS av
6166 - 120°111 986801 Aammoudy
€6-18 78-18 €661 0661 7861 1861 Aduaby
saseaJdou| 03 Aeppn aneq sang |auU0SJad 3SU3ja-Uop

Ajue3] Auejy :Aoeuoeaung jedapaq ayy




6 How to Cut the Federal Bureaucracy

Setting Priorities: What Reagan Did, What Bush Did Not

While the two Reagan terms are instructive in their different ways, so is the Presidency of
your immediate predecessor in the White House. George Bush said he, too, would cut the bu-
reaucracy, but he never made clear beforehand what programs were to be targeted, even in the
general terms of the second Reagan Administration. Nor did he detail plans specifying how or
to what degree this should be accomplished after he entered office. Consequently the domestic
bureaucracy under Bush increased 24,283 (actually more if budget sleights of hand are cor-
rected) during his term. Conversely, through congressional pressure and to a great degree
against Bush’s desires, uniformed military personnel actually went down 275,079 and civilian
military employment decreased 69,928.

The important point about the data in the table is the different patterns during the conserva-
tive Reagan and more moderate Bush Administrations. There are actually four patterns:

Pattern 1: Reagan and Bush both were tough on foreign ald (AID), government
engineering projects (the Corps of Engineers and the Tennessee
Valley Authority), Education, the General Services Administration,
Health and Human Services, and the Small Business Administra-
tion.

Pattern 2: While Reagan was significantly tougher in a second set of agencles
— Agriculture, Housing and Urban Development, Interior, Labor,
Office of Personnel Management, and the Panama Canal Commis-
slon — the Bush Administration held up reasonably well, too.

Pattern 3: Both Administrations went weak In the knees In the face of Justice,
Veterans, the State Department, and the United States Information
Agency, presumably because of joint Republican support of law
and order, veterans, and upholding the flag abroad.

Pattern 4: Where Reagan and Bush differed the most was over regulatory
agencles. Bush seemingly could not say ho — whether at the Envi-
ronmental Protection Agency, In major cabinet departments (trea-
sury tax agents — perversely added to the budget as "savings" to
Increase revenues; and commerce and energy overseers), or In in-
dependent ("other*) regulatory bodies.?

Thus President Reagan, at least in the first term, cut positions across the non-defense spec-
trum, faltering only on positions related to crime and America’s presence abroad, while Bush
let much of domestic government grow without any real overall plan. It is Reagan, then—set-
ting and sticking to his agenda and achieving it the first term before the interests affected co-
alesced—who provides the best model for a Clinton Administration success in cutting
personnel.

2 William G. Laffer IIl and Nancy Bord, "George Bush’s Hidden Tax: The Explosion in Regulation,” Heritage Foundation
Backgrounder No. 905, July 10, 1992.







