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TO : Mr. Elmer Smith . DATE: 0CT 31 1978

Associate Commissioner
for Program Policy and Planning mrER T SAMF- ]

FROM : F. D. DeGeorge
Associaste Conmissioner .
for Management and Administration .

SUBJECT: Evaluating the Budgetary Impact of Introducing New Regulations-—ACTION

At the end of 1978 SSA reguested sn increase in apportioned S5SI funds
from the Office of lManagement and Budget (0M3). Although OMB granted
the increase, they included a feootnote directly on the apporticnozent
form which read: "Punds available for obligation under S3I progran
regulations in effect on September 21, 1978" (see attachment). In
effect, this OM3 action prohibited the implementation of any new 35I
regulations for the last nine days of FY 1978. ‘hen we discussed
this footnote with OMB staff they told us that OMB was trying to
send SS8A a message of warning. The warning is that in the process of
. © developing new or revised regulations for any program 854 must plan
to stey within the dollars approved in ithe President’s budget, or seek
OMB approval to raise the total. The immediete cause of QMB's concern
were SSA's draft regulations changing the assets test for the SS5I
progren and the residency reguirement for aliens. The concern, simply
‘stated, was that not enough attention was paid to cost estimates for
these regulations and that small additions to SSI costs can parlay
thenselves into a rather substantial sum and cormit the President,
without his prior consent, to a supplemental appropriaticon for S5S8I.
OMB staff believe that $SA lacks a structured regulations planninz and
development process that weighs planned regulatory changes agalnst
"available resources, considers options, ete. ' CiB staff contrast the
costing out of the regulation process with that of the legislative
process and find 1t wanting.

In order to address OMB concerns in this area, OFPP should prepare a
- . - regulations development plan for FY 1979. 7This plan should be prepared
in & manner similar to the way SSA's legislative program is developed
{that is, in A-~19 format). Areas planned for regulatory change should
be identified and OPPP should include program cost estimates from OFS
and OACT and administrative cost estimates from OMA's Office of Financial
Management. This plan (including cost estimates) should be completed
g5 soon as possible, preferably no later than three weeks from the date
of receipt of this memorandum.
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Under the law, S8A must forward an ijnitial aprertionment request to OMB
within 10 calendar days after enactzent of any appropriation. Cur
f{nitial 1979 apportionment requests assume that the cost impact of 1979
regulatory changes will nei to zero. In preparing the regulations
development plan, OFFF should not be constrained by this assumption.
For example, we recognize +hat court decisions may reguire the issuance
of costly regulatory changes. Tn addition, —any viable alternatives
are available to the agency for dealing with regulations that increase
costs. For exanple, inplementation dates can he deferred, Toney-saving
regulations can be proposed to offset costly ones, and the agency =ay
determine that additicnal funds are necessary and should be reguested.
The point is that the regulations develorzment plan Iorms a sound tasis
for agency-level decision-making and results in a product that can be
Justified to EEV, 0#8, and the Congress.

I'm sure you'll recognize the reasonableness of O¥B's concerns. 5e
assured that we recognize the difficulties involved in preparing such

a plan. You may not have time to work out all the specifics of your
planned changes. Here we suggest modeling the process alter the
legislative program process wWiere cost estimates are cften developed
based on general propesals in the avsence of detailed legislative
specifications. In the event subsequent specifics result in modified
cost estirmates, the budget process retains enough flexibility to deal
with revisions. .

OMB staff are especially concerned with minor proposals labeled as having
_a "negligible" cost impact. Tkey suggested in developing plans that SSA
aggregate ielated proposals 1o zeneral areas and assess costs collectively.
This Concern supports a more general approach in the planning stages with
attention to detail coming later when the specifications are developed.

T'm aware that OPPP already prepares a great deal of useful material due

.40 the requirements of Executive Order 12044 and the Secretary's detailed

guidelines related thereto. The due date provided assuzmes that zuch of
the information required is already available. * I1f vou wish to discuss
this matter, or if the due date doesn't allow sufficient time, please
let me know.

‘We suggest that you send your regulation plan {with cost estimates
approved by OMA) to the Cormissioner when the plan is completed.
Following his approval, SSA should send the -plan to HEW for transmittal
to OMB. This is the procedure followed in the case of all budget
estimates and for the legislative program.

-

F. D. DeGeorge

Attachment

*Meeting the due date iz also dependent upon timely costing out by OACT,

. ORS and OMA-OFM. Without knowing in advance about the regulation plan,
it is difficult to predict what problems the vepster-outers’ will
encounter and how this will affect the due date. The due date, in other
words, is designed to indicate urgency-—-not precision.
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