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As complaints mounted about the high costs of the new Clean Air Act of 1970, polluting
industries began coordinating efforts to inject cost considerations into the language and
methodology of environmental policy.*” While the Automobile Manufacturers
Association pushed the point in auto safety regulation, here the cost-benefit gospel was
spread through an advisory committee with privileged links to the environmental
regulatory process—the National Industrial Pollution Control Council (NIPCC). At the
urging of his stridently pro-business Commerce Secretary, Maurice Stans, President
Nixon created the NIPCC on April 9, 1971 in an effort to reassure a business community
concerned after the passage of the National Environmental Policy Act (NEPA) in 1970
and alarmed by the impending wave of new environmental regulation.’® “The new
Council,” said Nixon, “will allow businessmen to communicate regularly with the
President, the Council on Environmental Quality and other government officials and
private organizations which are working to improve the quality of our environment.™"
Appointed by Stans, the Council’s membership consisted not of lobbyists or public
relations staff, but of top corporate executives from more than fifty of the nation’s largest
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industrial firms, including General Motors, Ford, DuPont, Exxon, and U.S. Steel.”? As
Stans put it at one Council meeting, “Here is a very large part of the industrial might of
the ccn.mtry.”53 Operating out of the Commerce Department, the formal activities of the
NIPCC and its thirty sub-councils included the preparation of technical reports and policy
statements, volumes on industry “commitments” to reduce pollution, case studies of
industry cleanup efforts, and a variety of PR endeavors to demonstrate industry’s
environmental goodwill.”*

But informal activities were the real crux of the group’s energies. The Council
forged what one observer called “a broad corporate consensus on environmental policy™’
[t then used its privileged channels to the Commerce Department and the White House to
shape both the general framework of environmental policymaking and to influence
specific rules proposed by the EPA. As concern rose about the costs of increasingly strict
pollution control standards, the NIPCC worked vigorously to inject cost considerations
into the basic framework of environmental policymaking and establish requirements for
cost-benefit balancing. Foremost on the Council’s agenda was the cost of increasingly
stringent pollution control regulations.”® The NIPCC began to call for the formal
integration of some form of cost/benefit balancing in environmental policy. The issue
had been broached by the U.S. Chamber of Commerce during 1969-1970 Congressional
hearings on the Clean Air Act, where the Chamber called for allowing states to set
regional air quality standards with consideration of “such factors as the public welfare,
the existing technology, and the costs and benefits of various air quality levels.”” With
the strict, cost-blind standards established by the Clean Air Act now being implemented
under rigid schedules, the NIPCC pushed the issue with a sense of urgency.

In its February 1971 Report to the President, the Council warned that “increasing
public concern with the pollution consequences of our affluent society has inspired
responses at some levels of government which are incompatible with the economic health
of our society. Standards have been established which are unattainable at economically
tolerable costs.”® It soon began sponsoring “a number of studies and position papers
elaborating this view in more rigorous cost-benefit terms.” As it gathered extensive
information on estimated compliance costs from member companies, it forwarded the
data to Stans, who then conveyed it to the White House. Until its termination in 1975,
the Council spearheaded efforts to gather and disseminate information on the costs of
industry compliance, ensuring that cost figures circulated to the upper reaches of the
White House. “At a time when environmental policy was still in an early stage,” wrote
one observer of the Council, “the ability to stimulate and coordinate the provision of hard
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technical and cost data was a crucial resource that established the context for
Administration policy.”® Armed with new cost figures, the Council took a progressively
harder line on environmental regulation in 1971, arguing in an October discussion paper
that “unemployment and other economic disruptions” were in the offing. Its positions
contributed to a conservative shift in the rhetoric and environmental policy of the Nixon
administration.®'

Channeled through the Commerce Department, industry complaints about
escalating costs fell on sympathetic ears in the highest reaches of the Nixon
administration. In June of 1971, Nixon’s top domestic aide, John Ehrlichman,
established a Committee in the White House Domestic Council to study options for
Executive Office or interagency review of agency decisions “that affect the balance of
many interrelated Quality of Life variables—particularly consumer and environmental
interests, industrial requirements, and safety aspects—some decisions working to the
disadvantage of others.”®* Chaired by the President’s Science Advisor, Edward David,
the Committee established the broad outlines for a review process and considered
whether a permanent “government vehicle” should be established for reviewing
environmental, health, and safety regulations.63 At the time, White House review of
regulatory decisions was already being conducted on an ad hoc basis, including an Office
of Science and Technology Policy task force on automobile standards (i.e. RECAT), a
Domestic Council review of proposed EPA regulations to remove phosphate from
detergents, and, later that summer, an OMB review of key EPA guidelines for state
implementation plans (SIPs) under the Clean Air Act.®* The Quality of Life Committee
argued that the “central problem, whether or not a permanent review group is set up, is to
insure that the action agencies make suitable analyses of benefits and costs and that
outside viewpoints are taken into account in the decision process.” To insure that
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agencies weighed the costs and benefits of their actions, the task force proposed requiring
them to submit some form of “Economic Impact Statement™ for proposed actions,
modeled on the Environmental Impact Statements (EISs) required under NEPA.% TItalso
decided that a formal mechanism was required “to force agencies to do a better job of
obtaining complete information upon which to base decisions and of analyzing
alternative courses of action with a comparison of their relative benefits and costs.”™ For
the location of a permanent review group, it settled on an office within OMB, thus
avoiding the complications of creating a new body.®” Agencies would be required to
keep OMB informed of forthcoming regulatory actions by providing regular briefings
and regulatory schedules. They would then submit proposals for new environmental,
health, or safety regulations with “important consequences” to OMB for review, which
would then consult with relevant agencies affected by the proposal, other White House
offices and, if necessary, with the President’s top domestic policy advisors.”®

Warned that the plan would risk “press misinterpretation” as usurping the
authority of the agencies and having “an anti-environment or anti-consumer motivation,”
Ehrlichman chose to quietly initiate the new “Quality of Life Review” program through a
brief memorandum by OMB Director George Schultz.*’ In an October 5, 1971
memorandum, Schultz directed that all agency proposals “pertaining to environmental
quality, consumer protection, and occupational and public health and safety” with a
significant impact on other agencies or imposing significant costs on the private sector be
submitted to OMB for review thirty days prior to their scheduled announcement.”’ Along
with the proposal, agencies were required to submit alternatives to the proposed action,
the reasons for its selection, and “a comparison of the expected benefits or
accomplishments and the costs (Federal and non-Federal) associated with the alternatives
considered.””' At a time when businesses had stepped up complaints about the costs of
stricter environmental regulations, the Nixon administration provided created an
institutional channel for them to challenge EPA proposals on cost-benefit grounds
through the sympathetic offices of the Commerce Department or OMB.

To design and manage the new Quality of Life Review program, the Nixon
administration brought in a group from the Pentagon which had gained a reputation for
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applying strict cost-benefit tests to regulations issued by the Army Corps of Engineers.

In the mid-1960s, this Systems Analysis Group, based in the Office of the Secretary of
the Army, had been busy applying PPB-style cost-effectiveness criteria to Corps’ budgets
and civil works projects. A paper circulated to the group by a visiting professor to the
Army secretary’s office, Alan Schmid, argued that cost-benefit analysis should be applied
not just to the evaluation of public expenditures, such as flood control projects, but to
rulemaking as well. Schmid wrote that “Government rulemaking is usually analyzed
outside of the above formulations [PPB and cost-benefit analysis]. Yet, the issuance of a
rule also directs the use of resources which have alternative employment. Can we then
conceive of a benefit-cost ratio for a rule change as well as for an item in the Federal
budget?”’* Schmid’s article prompted Jim Tozzi, Director of the Systems Analysis
Group, to begin applying the group’s cost-benefit reviews to regulations issued by the
Corps as well. Later abolished by Congress after accusations of interference with Corps’
prerogatives, Tozzi’s group found a new home for their work at OMB in 1971, where
they began applying their methods to the burgeoning field of environmental regulation.”
Recalling the move, Tozzi has said, “[Nixon adviser H.R.] Haldeman said, “What did we
let out of the box?” And at the time I was in the Office of Secretary of the Army and
Haldeman said, ‘There’s a nerd over at Army...”’?dr Tozzi became chief of OMB’s
environmental branch and was the career official in charge of Quality of Life Review
during both the Nixon and Ford administrations.

Although Quality of Life Review was supposed to apply to all environmental,
health, and safety programs, in practice OMB singled out EPA proposals for scrutiny.
From the start, many in Congress expressed concern that the process would weaken
environmental regulations, in part through industry influence. The Conference Report on
the Clean Water Act of 1972, for instance, explicitly stated that decision-making
authority under the Act would rest solely with the Administrator of the EPA, “and not
with such other agencies as the Office of Management and Budget and the National
Industrial Pollution Control Council.”” During the Nixon and Ford administrations, the
process created significant tensions between the EPA and OMB, as the White House and
other departments used it to pressure the EPA to weaken proposed rules. Successful
interventions included moderating the regulation of a Montana copper smelter in 1971-2,
delaying the target date for the phase-out of leaded gasoline, and weakening requirements
for municipal waste treatment.”® By the mid-1970s, EPA officials increasingly
complained that the process had led to lengthy delays and weaker regulations due to
pressure from OMB other agencies during the review process, particularly the Commerce
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Department. As one anonymous EPA official put it, EPA regulations were “more
reserved, more scientifically aggressive, less environmentally aggressive.”’’

During investigations on federal regulatory programs in 1976, Representative
John Moss’s Subcommittee on Oversight and Investigations charged that OMB
“interfered” with the statutory responsibilities and regulatory functions of the EPA, and
favored the Commerce Department during the interagency review process by giving it
more time to comment on EPA proposals. Lester Brown, a staffer on Moss’s
Subcommittee, wrote in 1976 that OMB had “provided industry with an opportunity to
review, comment on, delay, and change EPA actions behind closed doors. The public has
not been afforded this opportunity and consequently faces industry-influenced and
weakened guidelines, regulations, and standards difficult to modify.””® Citing similar
examples, a 1976 report by the Natural Resources Defense Council argued that, from the
outset, the primary purpose of Quality of Life Review had been “to protect the business
community from the long overdue public interest legislation being enacted by
Congress.”m The manager of Quality of Life Review, Jim Tozzi, later confirmed the
broad outline of the critics’ charges. A strident critic of environmental regulation, Tozzi
acknowledged “watering down” EPA rules through OMB review. “We made a lot of
changes,” he recalls. “When a regulation went out of OMB, it was lean and mean.”*’

Successive Presidential directives continued “regulatory review” procedures
requiring agencies to prepare and consider the costs and benefits of proposed regulation.
The Ford administration retained the Quality of Life Review process targeting the EPA.
It also extended the scope of regulatory review by requiring all executive-branch agencies
to prepare “Inflationary Impact Statements™ for major proposals in a process overseen by
a new Council on Wage and Price Stability (“CWPS”).*' In practice this process had
little impact on the EPA, since CWPS mainly scrutinized regulations by the Civil
Aeronautics Board and the Interstate Commerce Commission.*> OMB’s Quality of Life
Review process remained the mechanism for applying cost-benefit analysis of EPA rules,
until Acting EPA Administrator John Quarles withdrew the Agency from the process in
early 1977 following the election of Jimmy Carter.”

But in 1978 the Carter administration continued regulatory review by OMB in a
requirement that agencies to prepare a “Regulatory Analysis” for major regulations with
an estimated annual impact of $100 million or more.** A handful of major rules were
selected each year for intense scrutiny by a new interagency Regulatory Analysis Review
Group (“RARG™), comprised of representatives from every major executive agency,
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staffed by economists from CWPS, and chaired by the Chairman of the Council of
Economic Advisors. Unlike Quality of Life Review, which allowed OMB to delay or
influence proposed rules before their publication, RARG reviews took place as part of the
formal comment period. They also emphasized cost-effectiveness, or least cost
alternatives for reaching a stated goal, rather than attempting a strict cost-benefit litmus
test.®> Nonetheless, like Quality of Life Review, the RARG process continued to provide
industry with an important channel for influencing environmental regulation. The CWPS
economists who reviewed EPA rules for RARG were strong advocates of strict cost-
benefit analysis. Asthen EPA Administrator Douglas Costle recalls, “three out of every
four CWPS comments on our rule making were cribbed right from industry brief... partly
because it suited their economic biases about these issues, and their own perception that
they were the custodians and keepers of the regulatory reform flame.”*® RARG and
White House intervened to weaken EPA several important rules, including the national
ambient air quality standard (NAAQS) for ozone, the new source performance standard
(NSPS) for coal-fired power plants, and new surface mining rules.®’

Industry’s Environmental Arithmetic

Having won an institutionalized mechanism for entering costs into the process of EPA
rulemaking through Quality of Life Review and its spawn, the environmental backlash
continued along several interrelated tracks. First, businesses lobbied for intensifying the
regulatory review process by imposing stricter cost-benefit standards on proposed
regulations, asking, beginning in the late 1970s, for the practice to be codified by statute
in proposed “regulatory reform™ legislation. The Quality of Life Review process and its
successors had opened the door to challenges and delays of EPA rules by OMB on cost-
benefit grounds, but with ultimate authority still vested in the EPA Administrator,
proposed rules were never required to pass a formal cost-benefit litmus test.  Second,
businesses lobbied for the inclusion of cost-benefit “balancing” requirements in new
environmental legislation considered by Congress. And third, in support of these policy
goals, businesses vigorously took complaints about costs directly to the public, claiming
that excessive environmental regulation imposed unreasonable and damaging economic
burdens on the nation as a whole. Useful for each effort were detailed numbers on how
much the pollution cleanup was costing.

With the initial impetus provided by the NIPCC, individual firms continued
tallying annual pollution-control costs, and trade groups aggregated industry-wide data.
These cost figures were valuable for efforts to weaken or delay proposed regulations on
cost-benefit grounds through OMB’s regulatory review process. But the results also
rippled through press releases, trade journals, and annual reports, often gaining traction in
major business publications, and even major papers and newsweeklies. Companies
willing to pay for advertising placements, meanwhile, could now give their institutional
ads an air of objectivity and empirical weight by citing the new environmental arithmetic.
In the chemical industry, for instance, companies including Dow, Monsanto, and
American Cyanamid each conducted extensive regulatory-cost surveys—salvos against
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