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REORGANIZATION OF THE EXECUTIVE DEPARTMENTS

MESSAGE FROM THE PRESIDENT OF THE
UNITED STATES

To the Congress of the United States:
I address this message to the Congress as onc who has had experi-

ence as a legislator, as a subordínate in an executive department, as
the chief executive of a State and as one on whom, as President, the
constitutional responsibility for the whole of the executive branch
of the Government has lain for 4 years.

Now that we are out of the trough of the depression, the time has
come to set our house in order. The administrativo management of
the Government needs overhauling. We are confronted not alone by
new activities, some of them temporary in character, but also by the
growth of the work of the Government matching the growth of the
Ñation o ver more than a generation.

Except for the enaetment of the Budget and Accounting Act of
1921, no extensivo change in management has occurred since 1913,
when the Department of Labor was established. The executive struc-
ture of the Government is sadly out of date. I am not the first Presi­
dent to report to the Congress that antiquated machinery stands in
the way of effective administraron and of adequate control by the
Congress. Theodore Roosevelt, William H. Taft, Woodrow Wilson,
and Herbert Hoover made repeated but not wholly successful efforts
to deal with the problem. Committees of the Congress havo also
rendered distinguished Service to the Ñation through their efforts
from time to time to point the way to improvement of governmental
management and organization.

The opportunity and the need for action now comes to you and
to me. If we have faith in our republican form of government and
in the ideáis upon which it has rested for 150 years, we must devote
ourselves energetically and courageously to the task of making that
Government efficient. The great stake in efficient democracy is the
stake of the common man.

In these troubled years of world history a self-govemment cannot
long survive unless that government is an effective and efficient
ageney to serve mankind and carry out the will of the Ñation. A
governmeñt without good management is a house builded on sand.

In striving together to make our Government more efficient, you
and I are taking up in our generation the battle to preserve that
freedom of self-govemment which our forefathers fought to estab-
lish and hand down to us. They struggled against tyranny, against
nonrepresentative Controls, against government by birth, wealth. or
class, against sectionalism. Our struggle now is against confusión,
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ngainst ineffectivenefy, against waste, against inefficiency. This bat-
tfe, too, must be won, unless it is to be said that in our generation
national self-govomment broke down and was frittered away in bad
management.

Will it l)o said “Deinocracy was a great dream. but it could not
do thejob”? Or shall wc Itere and now, without further delay, make
it our business to seo that our American democracy is made efficient
so that it will do tho job that is required of it by the events of our
time ?

I know your answer, and the answer of the Nation, beca use, after
all, we aré a practical pcople. Wo know good management in the
homo, on the farm, and in business, big and little. If any nation can
find the way to effective government, it should be the American
people through their own democratic institutions.

Ovor a year ago it scemed to me that this problem of administra­
tivo management of the executive branch of the Government should
be a major order of business of this session of the Congress. Accord-
ingly, after extended discussions and negotiations, I appointed a
Committee on Administrativo Management, to examine the whole
problem broadly and to suggest for my guidance and your consid­
eraron a comprehensivo and balanced program for deahng with the
overhead organization and management of tho executive branch as
it is established under the Constitution.

Tho Committee has now completed its work, and I transmit to yon
its report, Administrativo Management in the Government of the
United States. 1 have oxamined this report carefully and thought-
fully, and am convinced that it is a great document of permanent
imporíance. 1 (hink that the general program presented by tho Com­
mittee is adequate, roasonable, and practical, and that it furnishes
the basis for iminediate actfon. The broad facts are known; the need
is clear: what is now required is action.

Tho Committee on Administrativo Management points out that no
enterprise can opéralo effectively if set up as is the Government
today. There are over 100 sepárate departments, boards, commis­
sions, corporal ions, authorities, agencies, and activities through
which tho work of the Government is boing carried on. Neithér the
President ñor the Congress can exercise effective supervisión and
direction over such a chaos of establishments, ñor can overlapping,
duplication, and contradictory policios be avoided.

The Committee has not spared me; they say, what has been com-
mon knowledge for 20 years, that the President cannot adequately
handle his responsibilities; that he is overworked; that it is humanly
impossible, under the system which we have, for him fully to carry
out his constitutional duty as Chief Executive, becauso he is over-
whelmed with minor details and needless contacts arising directly
from tho bad organization and equipment of the Government. I
can testify to this. With my predecessors who have said the same
thing over and over again, I plead guilty.

The plain fact is that the present organization and equipment of
the executive branch of the Government defeats the constitutional
intent that there be a single responsible Chief Executive to coordínate
and manago the departments and activities in accordance with the
laws enacted by the Congress. Under these conditions the Govera-
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ment cannot be thoroughly effective in working, under popular
control, for the common good.

The Committee does not spare the Comptroller General for his
failure to give the Congress a prompt and complete audit each year,
totally independent of administraiion, as a means of holding the
Executive truly to account; ñor for his unconstitutional assumption
of executive power; ñor for the failure to keep the accounting sys­
tem of the Government up to date to serve as the basis of Information,
management. and control.

The Committee criticizes the use of boards and commissions in ad­
mi nistration, condemns the careless use of “corporations” as govern-
mental instrumentalities, and points out that the practice of creating
independent regulatory commissions, who perform administrativo
work in addition to judicial work, threatens to develop a “fourth
branch” of the Government for which there is no sane ti on in tho
Constitution. Ñor does the Committee spare the inadequacy of the
civil-service system.

To meet this situation and bring our administrativo management
up to date, the Committee presenta an integrated five-point program.
which you will íind set out in its report. It ineludes these major
recommendations:

1. Expand the White House staff so that the President may
have a sufficient group of able assistants in his own office to keep
him in closer and easier touch with tho widespread affairs of
administration, and to make the speedier clearanco of the knowl­
edge needed for Executive decisión.

2. Strengthen and develop the managerial agencies of the Gov­
ernment, particularly those dealing with the budget and efficiency
research, with personnel and with planning, as management-arms
of the Chief Executive.

3. Extend the merit system upward, outward, and downward
to cover practically all non-policy-determining posts; reorganizo
the civil-service system as a part of management under a single,
responsible administrator, and create a citizéh board to serve as
the watch dog of the merit system, and increase the salaries of
key posts throughout the Service so that the Government may
attract and hold in a carcer Service men and women of ability
and character.

4. Overhaul tho 100 independent agencies, administrations,
authorities, boards, and commissions, and place them by Execu­
tive order within one or the other of the following 12 major
executive departments: State,Treasury, War, Justice, Post Office,
Navy, Conservation, Agriculture, Commerce, Labor, Social AVel-
fare, and Public Works; and place upon the Executive continu-
ing responsibility for the maintenance of effective organization.

5. Establish accountability of the Executive to the Congress
by providing a genuine independent postaudit of all fiscal trans-
actions by an auditor general, and restore to the Executive com­
plete responsibility for accounts and current transactions.

As you will see, this program rests solidly upon the Constitution
and upon the American way of doing things. There is nothing in
it which is revolution.ary, as every element is drawn from our own
experience either in government or large-scale business.
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I endorse this program and feel confident that it will commend
itself to you aleo with your knowledge of government, and to tho
vafit majority of tho citizens of the country who want and bel ¡evo in
cflicient self-governmenU

No importan! advanee can be inade toward the major objectives
of the program without the passage by the Congress of the neces-
sary legislation.

It will be neccssary to provide for the establishment of two new
departments, a Department of Social Welfare and a Department
of Public Works, for the assignment by the President of all the
miscellaneous actívities to the 12 major departments thus provided,
for reorganization of the civil-Service System, for modemizing and
sí rengthening the managerial agencies of the Executive, and for
making the Executive more strictly accountable to the Congress.
By the creation of two new departments nearly 100 agencies now
not under regular departments can be Consolidated as to their admin­
istrativo functions under a total of 12 regular departments of tha
Government.

The remaining eloments of the íive-point program, though they
must await your acíion on the basic legislación, may be initiated
through appronriations and Executive orders.

In placmg this program before you I realize that it will be said
that 1 am reeommending tho increase of the powors of the Presi-
deney. This is not truc. The Presidency as established in the Con­
stitución of the United States has all of tho powers that are re-
quired. In spito of timid souls in 1787 who feared effectivo govern-
ment the Presidency was established as a single strong Chief Ex-
ecutivo Oílice in which was vested the entire executive power of tho
National Government, oven as the legislativo power was placed in
tho Congress, and the judicial in tho Supremo Court. What I am
placing be foro you is not tho request for more power, but for tho
tools of mauagement and tho authority to distribute tho work so
that tho President can effectively discharge those powers which tho
Constitution now places upon him. Unless we are propared to aban-
don this importan! par! of the Constitution, wo must equip the
Presidency with authority commensurate with his responsibilities
under the Constitution.

The Committce on Administrative Management, after a careful
examination of recent attempts to reorganizo the Government and
of State reorganizations carned out so ably by Gov. Frank O. Low-
den in Illinois, Gov. Alfred E. Smith in Ñew York, Gov. Harry F.
B'yrd in Virginia, Gov. William Tudor Gardiner in Maine, and by
otner govemors, accepts the view held by my distinguished prede-
cessors that tho detniled work of reorganization is, as President Theo-
dore Boosevelt said over 30 years ago, “essentially executive in its
nature.” The Committce accordingly recommends that reorganiza­
tion should be a continuing duty and authority of tho Chief Executive
on the basis of standard# set by the Congress. To make this safe.
the Committee insists, however, that the Congress keep a watchful
ove upon reorganization both through the annual budget and through
tíie maintenanco of strict executive accountability to the Congress
under the independen! audit of all financial transactions by an Audi­
tor General. Under the proposed plan the Congress must by law
establish tho major departments and determine in advance the gen­
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work of the Government among these departments, and in this task
the President is to act on the basis of careful research by the Burean
of the Budget and after conference with those primarily aífected.
Reorganization is not a mcchanical task, but a human task. becauso
government is not a machine, but a living organism. With these
clear safeguards, and in view of our past muddling with reorgani­
zation, one cannot but accept the logic and wisdom of the recommen-
dations.

I would not have you adopt this íive-point program, however, with­
out realizing that this represents an importan! stop in American
history. If we do this, we reduce from over 100 down to a dozen
the operating executive agencies of the Government, and we bring
many little bureaucracies under broad coordinatcd democratic
authority.

But in so doing, we shall know that we are going back to the
Constitution. and giving to the executive branch modern tools of
management and an up-to-date organization which will enable the
Government to go forward efficiently. AVe can pro ve to the world
that American Government is both democratic and eífcctive.

In this program I invite your cooperation, and pledge myself to
deal energetically and promptly with the executive responsibilities
of reorganization and administrative management, when you shall
have made this possible by the necessary legislation.

Franklin D. Boosevelt.
The Wiiite House,

January 1937.
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THE PRESIDENTE COMMITTEE ON ADMINISTRATIVE MANAGEMENT

Louis Brownlow, Chainnan
Charles E. Merriam

Luther Guuck

Joseph P. Harria, Director of Research

January 8, 1937.
Tho President,

The "WJdte TIouse, Washington, D. C.
Dear Mr. President : We have tho honor to transmit herewith our

report on Administrativo Management in tho Executive Branch of
tho Government of the United States.

Respectfully yours,
Louis Brownlow, Chainnan.
Charles E. Merriam.
Luther Gulick.
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REPORT OF THE PRESIDENT’S COMMITTEE ON ADMINISTRATE
MANAGEMENT IN THE GOVERNMENT OF THE UNITED STATES

INTRODUCTION

Tho government of thc United States is the largest and most diíTi-
cult task undertaken by the American people, and at the same time
the most important and the noblest. Our Government does more for
more men, women, and childrcn than any other institution ; it em-
ploys more persons in its work than any other cmployer. It covers
a wider rango of aims and activities than any other enterprise; it
sustains thc frame of our national and our community life, our
cconomic system, our individual rights and liberties. Morcover, it
is a government of, by, and for the people—a democracy that has
survived for a century and a half and flourished among competing
íorms of government of many different types and colors, oíd and
new.

From time to time the decay, destruction, and death of democracy
has becn gloomily predicted by false prophets who mocked at us, but
our American system has matched its massive strength successfully
against all the torces of destruction through parts of three centuries.

Our American Government rests on the truth that the general
interest is superior to and has priority over any special or prívate
interest, and that final decisión in matters of common interest to the
Nation should be made by free choice of the people of the Nation,
expressed in such manner as they shall from time to time provide,
and enforccd by such agencies as they may from time to time set up.
Our goal is the constant raising of the level of the happiness and
dignity of human life, the steady sharing of the gains of our Nation,
whether material or spiritual, among those who make the Nation
what it is.

We are too practical a people to be satisfied by merely looking
forward to glittering goals, or with mere plans, talk, and pledges.
By democracy we mean getting things done that we, the iVmerican
people, want done in the general interest. Without results we know
that democracy means nothing and ceases to be alive in the minds and
hearts of men. With us tho people’s will is not merely an empty
phrase; it denotes a grave and stern determination in the major
affairs of our Nation—a determination which we propose to make
good as promptly and firmly as may be necessary and appropriate—
a determination which does not intend to be baflled in its basic plans
and purposes by any cluttering or confusión in the machinery for
doing what it has been delibcrately decided to do.

After the people’s judgment has becn expressed in due form, after
the representativos of the Nation have made the necessary laws, we
intena that these decisions shall be promptly, effectively, and eco-
nomically put into action.

13
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THE AMERICAN EXECUTIVE

The need for ai-i ion in realizing democracy was as great in 1789 as
it is toda y. It was thus not by accident but by delibérate design that
the founding fathers set the American Executive in the Constitution
on a solid* loundat ion. Sad experience under the Ardeles of Con­
federaron with an ahnost hea’dless Government and committee man­
agement had brought the American Republic to the edge of ruin.
Our fore fathers had broken away from nereditary government and
pinned their faith on democratic rulo, but they had not found a way
to equip the new democracy for action. Consequently, there was
grim purpose in resohitely providingfor a Presidency which was to
be a national office. The President is indeed the one and only na-
tional officer representativo of the entire Nation. There was hesita-
tion on the part of some timid souls in providing the President with
an election independent of the Congress; with a longer term than
most governors of that day; with the duty of informing the Congress
as to the State of the Union and of recommending to its consideraron
“sueh Mensures as he shall judge necessary and expedient”j with a
two-thirds veto; with a wide power of appointment; and with mili-
tary and diplomado authority. But this reluctance was overeóme in
the face of need and a democratic exccutive established.

Equipped with these broad constitucional powers, reenforced by
statute, bv custom, by general consent, the American Exccutive must
be regarded as one of the very great est contributions made by our
Nation to the developinent of modern democracy—a unique institu-
tion the valué of which is as evident in times of stress and strain as
in periods of quiet.

As an instrument. for carrying out the judgment and will of the
people of a nation, the American Exccutive occupies an enviable posi-
tion among the executives of the states of the world, combining as it
does the elements of popular control and the means for vigorous
action and leadership—uniting stability and flexibility. The Amer­
ican Exccutive as an institution stands across the path of thoso who
mistakenly assert that democracy must fail because it can neither
decide promptly ñor act vigorously.

Our Presidency imites at least three important functions. From
one point of view the President is a pohtical leader—leader of a
party, leader of the Congress. leader of a people. From another
point of view he is hcad ot the Nation in the ceremonial sense of the
term, the Symbol of our American national solidarity. From still
another point of view the President is the Chief Executive and ad-
ministrator within the Federal systcm and Service. In many types
of government these duties are divided or only in part combined, but
in the United States they ha ve always been united in one and the
same peí-son whose duty it is to perform all of these tasks.

Your Committee on Administrativo Management has been askcd
to investígate and report particularly upon the last function; namely,
that of administrativo management—the organization for the per­
formance of the duties imposed upon tho President in exercising the
executive power vosted in him by the Constitution of the United
States.
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IMPROVING THE MACHINERY OF GOVERNMENT

Throughout our history we have pausad now and then to see how
well the spirit and purpose of our Nation is working out in the roa-
chinery of everyday government with a view to making such modifi-
cations and improvements as prudence and the spirit of progresa
might suggest. Our Government was the first to set up in its formal
Constitution a method of amendment, and the spirit of America has
been from the beginning of our history the spirit of progressivo
changes to ineet conditions shifting perhaps more rapidly here than
elsewhere in the world.

Since the Civil War, as the tasks and responsibilities of our Gov­
ernment have grown with the growth of the Nation in sweep and
power, some notable attempts have been made to keep our adminis-
trative System abreast of the new times. The assassination of Presi­
dent Garfield by a disappointed office seeker aroused the Nation
against the spoils System and led to the enaetment of the civil-service
law of 1883. We have struggled to make the principie of this law
effective for half a century. The confusión in fiscal management led
to the establishment of the Burean of the Budget. and the budgetary
System in 1921. We still strive to realizo the goal set for the Nation
at that time. And, indeed, many other important forward steps have
been taken.

Now we face again the problem of governmental readjustment, in
part as the result of the activities of the Nation during the desperate
years of the industrial depression, in part because of the very growth
of the Nation. and in part because of the vexing social problems of
our times. There is room for vast increase in our national produc-
tivity and there is much bitter wrong to set right in neglected ways
of human life. There is need for improvement of our governmental
machinery to meet new conditions and to make us ready for the
problems just ahead.

Facing one of the most troubled periods in all the troublcd history
of mankmd, we wish to set our affairs in the very best possible order
to make the best use of all of our national resources and to make
good our democratic claims. If America fails, the hopos and dreams
of democracy over all the world go down. We shall not fail in our
task and our responsibility, but we cannot live upon our laurels alone.

We seek modern types of management in National Government best
fitted for the stern situations we are bound to meet, both at hoine and
elsewhere. As to ways and means of improvement, there are
naturally sincere differences of judgment and opinión, but only a
treasonable design could oppose careful attention to the best and
soundest practices of government available for the American Nation
in the conduct of its heavy responsibilities.

THE F0UNDATI0NS OF GOVERNMENTAL EFFICIENCY

The efficiency of government rests upon two factors: the consent
of the governed and good management. In a democracy consent may
be achieved readily, though not without some effort, as it is the
cornerstone of the constitution. Efficient management in a democracy
is a factor of peculiar significance.
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Administrativo efficiency is not merely a matter of papar clips, time
docks, and standardizad economías of motion. These are but mi ñor
gudgcts. Real efficiency goes much deeper down. It must be built
into the structure of a government just as it is built into a pieco of
rnachinery.

Fortunately the foundations of cffective management in public
affairs, no less than in prívate, are well known. They have emerged
universally wherever men have worked together for soma common
purpose, whether through the State, the church, the prívate associa-
tion, or (he commercial enterpriso. They have been written into
constituí ions, charters, and arríeles of incorporation. and cxist as
habite of work in the daily life of all organizad peoples. Stated in
simple terms these canons of efficiency require the establishment of a
responsiblo and cffective chief executive as the canter of energy,
direction, and administrativo management; the systematic organiza-
(ion of all activities in the hands of a qualiíied personnel under the
direction of the chief executive; and to aid him in this, the estab­
lishment of appropriate managerial and staff agencies. There must
also be provisión for planning, a complete fiscal system, and means
for holding the Executive accountable for his program.

Taken together, these principies, drawn from the experience of
mankind in carrying on largc-scalo enterprises, may be considerad as
the first raquirement of good management. They comprohend the
subject matter of administrativo management as it is dealt with in
this roport. Administrativo management concerns itself in a de-
mocracy with the executive and his duties, with managerial and
staif aides, with organization, with personnel, and with the fiscal
system beca use these are the indispensable. means of inaking. good the
popular will in a people’s government.

MODERNIZING OUR GOVERNMENTAL MACIIINERY

In the light of these canons of efficiency, what must be said of the
Government of the United States today? Speaking in the broadest
terms at this point, and in detail later on, we find in the American
Government at the present time that the effectiveness of the Chief
Executive is limitad and restricted, in spite of the clear intent of
the Constituí ion to the contrary; that the work of the Executive
Branch is badly organized; that the managerial agencies are weak
and out of date; that the public Service does not inelude its share of
men and women of outstanding capacity and character; and that the
fiscal and auditing Systems are inadequte. These wóaknesses are
found at the center of our Government and involve the office of the
Chief Executive itself.

While in general principie our organization of the Presidency
chaHongos the admiration of the world. yet in equipment for admin­
istrativa management our Executive Office is not fully abreast of the
trend of our American times, either in business orin government.
Where, for example, can there be found an executive in any way
comparable upon whom so much petty work is thrown? Or who is
forced to see so many persons on unrelated matters and to make so
many decisions on the basis of what may be, because of the very
press of work, incompleta informal ion? How is it humanly possible
to know fully the affairs and problems of over 100 sepárate major 
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agencies, to say nothing of being responsiblo. for their general direc­
tion and coordination?

These facte have been known for many years and are so well ap-
preciatcd that it is not necessary for us to prove again that the
Presidentas administrativo equipment is far less developed than his
responsibilities, and that a major task before the American Gov­
ernment is to remedy this dangerous situation. What we peed is
not a new principie, but a modernizing of our managerial equipment.

This is not a difficult probleni in itself. In fací, we have already
dealt with it successfully in State governments, in city governments,
and in large-scale prívate industry. Gov. Frank O. Lowden in
Illinois, Gov. Alfred E. Smith in New York, Gov. Harry F. Byrd
in Virginia, and Gov. William Tudor Gardiner in Maine, among
others, have all shown how similar problems can be dealt with in
largo governmental imite. The Federal Government is more exten­
sivo and more complicated, but the principies of reorganization are
the same. On the basis of this experience and our examination of
the Executive Branch we conclude that the following stops should
now be taken:

1. To deal with the greatly increased duties of executive manage­
ment falling upon the President the White House staff should be
expanded.

2. The managerial agencies of the Government, partícularly those
dealing with the budget, efficiency rosearch, personnel, and planning,
should be greatly strengthenéd and developed as arms of the Chief
Executive.

3. The merit system should be extended upward, outward, and
downward to cover all non-policy-determining posts, and the civil
Service system should be reorganizad and opportunities established
for a career system attractive to the best talent of tho Nation.

4. The whole Executive Branch of the Government should be over-
hauled and the present 100 agencies reorganizad under a few largo
departments in which every executive activity would find its place.

5. The fiscal system should be extensively revisad in tho light of
the best governmental and prívate practico, particularly with ref-
erenco to financial records, audit, and accountability of the Execu­
tive to the Congress.

These recommendations are explained and discussod in (he follow­
ing sections of this report.

THE PURPOSE OF REORGANIZATION

In proceeding to the reorganization of the Government it is im-
portant to keep prominently before us the onds of reorganization.
Too cióse a view of rnachinery must not cut off from sight (he truc
purpose of efficient management. Economy is not the only objective.
though reorganization is the first step to savings; the elimination of
duplication and contradictory policios is not the only objective,
though this will follow; a simple and symmetrical organization is
not the only objective, though the new organization will be simple
and symmetrical; higher salarios and better jobs are not the only
objectives, though these are necessary; better business inethods and
fiscal Controls are not the only objectives, though these too are de­
mandad. Hiere is but one grand purpose, namely, to make democ-
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racy work today in our National Government; that is, to make our
Government an up-to-datc, eflicient, and effoctivo instrument for
carrying out tho will of the Nation. It is for this purpose that the
Government needs thoroughly modera tools of management.

As a people we congratúlate ourselves justly on our skill as mana-
gers—in the homo, on the fann, in business big and little—and wo
properly expect that management in government shall be of the best
American model. We do not always get these resulta, and wo must
modestly say “wo count not ourselves to have attaincd”, but there is a
stcady purpose in America to press forward until tho prácticos of our
govornmental administra! ion are as high as the purpose and stand-
ards of our people. Wo know that bad management may spoil good
purposes, and that without good management democracy itself can-
Mot achievo its highest goals.

I. THE WHITE HOUSE STAFF

In this broad program of administrativo reorganización the White
Houso itself is involved. The President needs help. His imuiediato
staff assistance is entirely inadequate. He should be giren a small
number of executive assistants who would be his direct aides in deal-
ing with the managerial agencies and administrativo departments of
the Government. These assistants, probably not exceeding six in num­
ber, would be in addition to his present secretarios, who deal with the
public, with the Congress, and with the press and the radio. These
aides would have no power to make decisions or issue instructions
in their own right. They would not be interposed between the Presi­
dent and the heads of his departments. They would not be assistant
presidents in any sense. Their function would be, when any matter
was presented to the President for action affecting any part of the
administrative work of the Government, to assist him in obtaining
quickly and without delay all pertinent information possessed by
any of the executive departments so as to guide him in making his
responsiblc decisions; and then when decisions have been made, to
assist him in seeing to it that every administrative department and
ageney affected is promptly informed. Their effectiveness in assisting
the President will, we think, be dircctly nroportional to their ability
to discharge their functions with restraint. They would remain in
the background, issue no orders, make no decisions, emit no public
statements. Men for these positions should be carefully chosen by
the President from within and without the Government. They should
be men in whom the President has personal confidence and whose
charactcr and attitude is such that they would not attempt to exer-
cise power on their own account. They should be possessed of high
competence, great physical vigor, and a passion for anonymity. They
should be installed in the White Houso itself, directly accessible to
the President. In the selection of these aides tho President should be
freo to cali on departments from time to time for the assignment of
persons who, after a tour of duty as his aides, might be restored to
their oíd positions.

This recommendation avises from the growing complexity and
magnitud© of the work of the President’s office. Special assistance
is needed to insure that all matters coming to the attention of tho*
President have been examined from the over-all managerial point
of view, as well as from all standpoints that would bear on policy
and operation. It also would facilitato the flow upward to the
President of information upon which he is to base his decisions and
the flow downward from the President of the decisions once taken
for execution by the department or departments affected. Thus such
a staff would not only aid the President but would also be of great
assistance to the several executive departments and to the managerial
agencies in simplifying executive contacta, clearance, and guidance.

The President should also have at his command a contingent fund
to enablo him to bring in from time to time particular persons pos-
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sesscd oí particular competency for a particular parpóse and whose
Services he might usefully employ for short periods of time.

The President in his regular office staff should be given a greater
nuuber of positions so that he will not be compelled, as he has been
compelled m thc past, to use for his own necessary work persona
carned on thc pay roDs of other departments.

If the President be thus equipped he will have but the ordinary
assistanco that any executive of a largo establishment is afforded as
a matter of course.

In addition to this assistanco in his own office the President must
be given direct control over and be chargcd with immediate respon*
sibility for the great managerial functions of the Government which
affect all of (he administrativo departments, as is outlined in the
following sections of this report. Theso functions are personnel
management, fiscal and organizational management, and planning
management. Within thcse three groups may be comprehended all
of thc essential elementa of business management.

The development of administrativo management in the Federal
Government requires the improvemont of the administraron of theso
managerial activities, not omy by the central agencies in charge, but
also by the departments and bureaus. The central agencies need to
bo strengthened and dovolopcd as managerial arms of tho Chief
Executive, botter equipped to porform their central responsibilities
and to provide tho necessary leadersliip in bringing about improved
prácticos throughout tho Government.

Tho three managerial agencies, the Civil Service Administration,
the Burean of the Budget, and tho National Resources Board should
bo a part and parecí of the Executive Office. Thus the President
would have reporting to him directly the three managerial institu-
tions whose work ana activities would affect all of the administrativo
departments.

The budgets for the managerial agencies should be submitted to
tho Congress by the President as a part of the budget for the Exec­
utive Ornee. This would distinguish these agencies from the operat-
ing administrativo departments of the Government, which should
report to the President through the heads of departments who col-
lectively composo his Cabinet. Such an arrangement would mate­
rial ly aid the President in his work of supervising the administrativo
agencies and would enable the Congress and the people to hold him
to strict accountability for their conduct.

The following three sections deal with theso managerial functions,
namely, personnel management, fiscal management, and planning
management, and contain recommendations ror their development.

II. PERSONNEL MANAGEMENT

The merit System should be extended upward, outward, and down-
ward to inelude all positions in the Executive Branch of tho Gov­
ernment except those which are policy-determining in character. At
the same time the civil-service administration should be reorgan­
izad into a central personnel ageney under a single head and a non-
partisan citizen board appointed to servo as a watchdog of the merit
system.

Personnel administration lies at the very core of administrativo
management. The effective conduct of the work of the Government
depends upon the men and women who serve it. Improved plans
for governmental organization and management are of little valué
unless simultaneous recognition is given to the need for attracting,
retaining, and developing human capacity in the public Service.

After more than 50 years of experience with civil Service in Fed­
eral. State, and local governments, there is overwhehning evidence
to snow that the original theory of mcrely protecting appointments
from political influence through a legalistic system of civil-service
administration is inadequate tq serve democratic government under
modern conditions. There is still need for protection, but the urgent
new need today is for the development of a real career Service
through positive, constructivo, modern personnel administration.
The functions that the Federal Government has been called upon
to porform are increasingly mimerous, technical, and difficult. It is
today the world’s largest and most intricate administrativo
establishment.

A thoroughgoing modernización and extensión of personnel ad­
ministration is required. The great need of American democratic
institutions is an able civil Service.

A. Extensión of the Merit System

Democratic government today, with ils greatly increased activ­
ities and responsibilities, requires personnel of the highest order—
competent, highly trained, loyal, skilled in their duties by reason
of long expenence, and assured of continuity and freedom from
the disruptmg influences of personal or política! patronage. To
meet this requirement the merit principie should be extended to all
except the highest governmental positions. To this course both of
the great political partios are pledged. The merit system should
be extended in three ways:

Upward to inelude all permanent positions in the Government
Service except a very small number of a high executive and policy-
forming character;

Outward to inelude permanent or continuing positions not now
under civil Service, whether located in new or emergeney agencies
or in the older departments; and
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Downward to inelude skilled workmen and laborers in the regular
Government service.

This task, however, is by no mcans simple and must not be at-
tempted with undue liaste.* To bring within the classified Service
largo groups oí employees engaged in activities that are clearly
temporary would be unwise. Caro must be taken that in the procesa
of cxtending the menit system. personnel standards are not lowered
and that, nt (he same time, fair trcatment is accorded to those who
llave demonstrated their ability in Government service.

The United States Government, is the largest single employer of
personnel. With the rapid growth of the country and the constant
mcrease in the Services rendered to its citizens by the Government,
the nuinber of Federal employees has steadily increased. This trend
has been equally truc of governments throughout the world.

During the depression the number of Federal employees markedly
increased because of the requirements of the new and emergeney
activities undertaken by the Government. Most of these new em-
ployees were rocruited outside of the civil-service system. From
June 30, 1932, to June 30, 1936, the civilian employees of the Ex-
ecutive Branch increased from 578,231 to 824,259. The number of
employees in the classified service increased from 467,161 to 498,725,
whereas the unclassified employees increased from 111,070 to 325,534.

The Civil Service Commission was not given either the authority
or the necessary funds and staff to enable it to meet the requirements
of Government agencies in recruiting quickly the large number of
employees required in the emergeney period. Now we are coming to
the end of the emergeney period. Some undertakings will be liqui-
dated and continuing functions will be placed in the regular structure
of the Government. /\s these stops aro taken the classified civil Serv­
ice should be extended to the continuing activities.

In a democracy it is essential that the very highest posts be filled
by the Chief Executive with persons who support his program and
policios, and in whom he has entire confidence. Only in this way is
it possible to exercise democratic control over the permanent civil
service, to avoid the dangers of bureaucracy, and to transíate the
mandato of the peoplo at the polis into responsible governmental
policios. There must alwavs be a suflicient number of high policy-
determining posts at the disposal of a newly electcd President to
enable him and his administration to control the service. The posi-
lions which aro actually policy-determining, however, are relatively
few in number. They consist, in the main, of the heads of executive
departmonis, under secretarios and assistant secretarios, the members
of the regulatory commissions, the heads of a few of the largo
bureaos engaged in activities with important policy implications. tho
chief diplomatic posts, and a limited number of other key positíons.

However, the great majoritv of the highest positions in the Federal
service aro not policy-determining in character but still remam out­
side the merit system. Most of them would benefit if filled by persons
having long and continuous service in the Government. Many
require the utmost loyalty and probity because of their large respon-
sibilities. They cannot Ix* satisfactorily filled by appointment from
prívate life every time the Administration changos.

The extensión of the civil service upward to these higher adminis­
trativo posts is a necessary and important step in the development 
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of a career service which will attract and rctain persons of high com-
petence in the Government. Many promising employees leave the
service because of iis promocional limitations or reniain at a heavy
sacrifico. An increase in the number of higher posts included in the
civil service will Hit its entire morale and will give an incentive for
the recruitment of the best talent in the lower positions.

Incumbents in positions affected by the extensión of the merit
system should not be blanketed into the classified civil service without
a review of their qualiíications. Such action would viólate the basic
principie of the merit system and would weaken and discredit the
civil service. On the other hand, to require these employees to
obtain civil-service status through open, competitivo examinations
might result in loss of the Services of many individuáis who have
developcd in their work experience and compelence of distinct valué
to the Government. A solution at once satisfactory to the Govern­
ment and fair to the incumbents would be to permit them to obtain
classified civil-service status by passing noncompetitive tests of fit-
ness prescribed by the head of the central personnel ageney. In every
case the head of the responsible department should certify that the
employee has served with merit.

The continued requirement that the personal altention of the Presi­
den t be given to the filling of numerous positions adds to the burden
of the Chief Executive and does not advanco in any way the efficiency
of the service. Of the 40,000 positions in the Executive Branch sub-
ject to direct appointment by tho President there are about 25,000
which are of a military or foreign service type having merit systems
of their own and excluded from consideration here. The remaining
15,000 civilian positions are mostly in the field and are subordínate
in importancc to appointments long made by department heads.
They inelude almost 14.000 postmastere and 400 other field positions,
such as United States marshals, collectors of internal revenue, and
customs collectors.

The multiplicity of Presidential appointments defeats the power
of the Chief Executive to control his establishment. Instead of in-
creasing Iris control over personnel, it operates to weaken and dis-
sipate his authority. It places him in a position of direct responsi-
bility for many appointments which he has little time to consider
and robs him of time urgently needed for attention to important
executive dutics. It interferes with the authority that should be
vested in the heads of the several departments for the proper dis-
charge of their responsibilities. It is difiieult for them to maintain
appropriate relationships, discipline, and morale when their sub­
ordínales feel that they have direct and immediate responsibility to
the President who appointed them. Conflicts of interest and juris-
diction within departments frequently result.

From every point of view, therefore, direct appointments by the
President should be rcduced to a very small number of only the
highest positions. The continued appointment by the President of
field officials, such as postmasters, United States marshals, collectors
of internal revenue, and collectors of customs is not only antiquated,
but prejudicial to good administration. Furthermore,- fixcd statutory
terms of appointment now required for these positions are an obsoleto
practico and should. be abolished.

•118026—37------- 4
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RECOSI MENDAT1ON 8

Iii order to extend the merit system we recommend that:
1. The merit system should be extended to positions in nevf

and emergency agencies whose activities are to continué, and
the President should be authorized to place such positions, in-
cluding those in governmental corporations, in the classified civil
Service.

2. Tlio merit system should be extended to pcrmanent high
posts and all other civilian positions in the regular departments
and esi ablishrnents. Exceptions should be made only in the case
of such of the highest positions as the President may find to
be principally policy-determining in character.

3. The merit system should be extended to the lowest positions
in the regular establishments including those filled by skilled
workmen and laborers.

4. The incumbent of any position which is placed within the
classified civil Service should receivo civil-ser vico status only
after passing a spccial noncompetitive examination, following
certifica!ionT>y the head of his agency that he has servad with
merit.

5. All civilian positions in regular departments and establish-
ments now filiad by Presidential appointment should be filled by
the heads of such departments or establishments, without fixed
term, except malar secretarios and officers who rcport directly to
the President or whose appointment by the President is required
by the Constituí ion.

B. Reorganizaron and Improvement of Personnel Administration

The extensión of the merit system in the Federal Government re­
quives the reorganiza! ion of the Civil Service Commission as a cen­
tral personnel agency. The Civil Service Commission was established
over 50 vears ago to meet conditions quite different from those of
today. The number of Government employces was small and person­
nel requirements were relatively simple. Set up as an agency to
protect the Federal executive establishment against the evils of
political patronage, it has’ made. many notable advanees. The Civil
Service Commission and its staíf have devoted themselves assidu-
ously to the public business and have endeavored conscientiously to
observe the statut.es and orders that have been laid down for their
guidance. The Commission has achieved its greatest success in the
administration of opon conipetitive examinations for positions in the
lower grades of the Service. It has pioneered in personnel research
and cfliciency ratings. Its new series of gencral-purpose examinations
for recent college graduales to íill positions at the bottom of the
career ladder was a marked step forward and has resultad in im-
proved recruitment for positions requiring general ability and
capacity for development.

Nevertheless. the existing civil-service system is poorly adapted to
meet the largor responsibilitios of serving as a central personnel
agency for a vast and complicated governmental administration in
which there are over 800,000 civilian employees. Its organization is
unsuited to the present needs. The Civil Service Commission has 
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not been appropriatoly staíTcd to do the constructivo work which mód­
em personnel management presupposes. The absencc of an adequate
staíl has imposed upon the Commission a negativo, protective, and
legalistic role, whereas the nced today is for a positivo, constructive,
and active central personnel agency.

The board form of organization is unsuited to the work of a
central personnel agency. This form of organization, as stated else-
where in this rcport, has everywhere been found slow, cumbersome,
wasteful, and ineífective in the conduct of administrativo duties.
Board members aro customarily laymen not professionally trained
or expcrienced in the activities íor which they are responsible. Tliey
remain in office for relatively short periods and rarely acquire the
dcgrec of cxpcrtncss necessary to executive direction. The board
form of organization also has a serious internal weakness. Conílicts
and jealousies frcquently develop within a board and cxtend down-
ward throughout the organization, causing diques and internal dis-
sensions disrupting to inórale and to work. Board administration
tends to dilfuse responsibility, to produce delays, and to makc effec-
tive coopera! ion or vigorous leadership impossible. The history of
the Civil Service Commission has been no exception to this general
rule.

Federal personnel management, thereforo, needs fundamental revi­
sión. The Civil Service Commission should be reorganized into a
Civil Service Administration, with a single executive oílicer. to be
known as the Civil Service Administrator. and a nonsalaricd Civil
Service Board of seven members appointed by the President. This
Board would be charged not with administrative duties but with the
protection and development of the merit system in the Government.
The functions of the Administrator and the Board are outlincd
below.

The adoption of the plan of a single-headed executive for the cen­
tral personnel agency would give it a degree of unity, energy, and re­
sponsibility impossible to obtain in an administrativo agency headed
by a full-thne board of several members. The Administrator should
be selected on a competitivo, nonpartisan basis by a special examining
board designated by the Civil Service Board and should be appointed
by the President, with the advico and consent of the Senate, from the
threo highest candidatos passing the examination conducted to fill
the post. In this manner careful attention would be given to the
professional and technical qualifications required by the office and the
merit principie would be extended to the very top of the Civil Serv­
ice Administration. The President should be able to remoye the
head of this managerial agency at any time but would be required to
appoint his successor in the manner stated above.

The Civil Service Administrator would tako o ver the functions
and activities of the present Civil Service Commission. In addition,
he would act as the direct adviser to the President upon all personnel
matters and would be responsible to the President for the develop­
ment of improved personnel policios and prácticos throughout the
Service. From time to time he would propose to the President needed
amendments to the civil-service rules and regulations;- He would
suggest to the President recommcndations for civil-service legislation
and would assume initiative and leadership in personnel management.

statut.es
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It would be a special responsibility oí the Civil Service Adminis­
trator to stimulate and aid i he departments and bureaus in the estab­
lishment and development of able personnel stalfs. Personnel man-
agement at tho departmental and burean level is exceedingly impor-
tant. Tho administrativo and professional staffs of the central per­
sonnel ageney and of the personnel oflices of operating establishment»
should bo regarded collectively as a unified career Service of per­
sonnel administration.

Tho Administrator shonld strengthen and vitalizo the present
Conncil of Personnel Administration as a professional advisory
groupwithin the Government. He shonld act as chairman of the
conncil and shonld develop it as a special instrument for the formula­
ción of constructivo personnel policios and standards.

Tho Administrator shonld give particular attention to a nuinber
of important aspects of personnel administration wliich are now in-
adequately performed. These inelude training within the Service, the
facilities for transfer as a meatos of utilizing more completely the
personnel resources of the Government, the development of execu-
tives, the promotion system, examinations for higher positions, and
cooperation with the personnel agencies of State and local govern-
nionts.

Personnel management is an essential element of executive man-
agement. To set it apart or to organizo it in a manner unsuited to
serve the needs of the Chief Executive and the executive establish-
inents is to tender it impotent and ineffective. It muy be said that
a central personnel managerial ageney directly under the President,
with the primary duty of serving rather than of policing the depart­
ments, would bo subject to political manipulation and would afford
less protcction against political spoils than a Civil Service Commis-
sion somewhat aetached from the Administration. This criticism
does not take into account the fact that the Civil Service Commis-
sion today is directly responsible to the President; its members are
appointed by him and serve at his pleasure; they are not independent
of the President and could not be made so under the Constitution.
The reorganiza!ion of the Civil Service Commission as a central per­
sonnel managerial ageney of the President would greatly advance the
merit principie in the Government and would lead to the extensión
of civil service.

The valuable Services that can be performed and the contributions
that can be made by a lay board representing the public interest in
the merit system shonld not be sacrificad, oven though responsibility
for actual administration is vested in a single Administrator. The
placing of large powers of administration in one official makes it
essential to preserve the valúes of vigilance and criticism that, in a
large measure, have been afforded by the rotation in office of lay
civil-service commissioners who have hitherto supervised the stan
work.

A fundamenta] flaw in the present organization of the Commission
would be removed by the establishment of an Administrator and a
Board. The Commission is now obliged both to administer and to
appraise and criticize its own administration. These functions are
basicaJly incompatible. An effective appraisal, critical and con­
structivo, must be entirely detached from execution.

The usefulness of a lay Board is not confined to its function as a
watchdog of the merit system. From the more constructivo angle of 
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supporting Progressive programs in the Federal personnel admin­
istration, a Board of lay advisers properly chosen can be a continual
leaven. It can serve to focus the spotlight of public opinión on the
human sido of government. It can enlist the interest and cooperation
of business, agriculture, labor, education, and the professions in im-
proving the Government Service as a career. It can stimulate the
mitiation of Progressive personnel programs and serve as a critic
which will protect the Service from the dangers of bureaucracy, spoils,
and deadly routine. It can advise the President and the Congress on
weaknesses in personnel administration, policios, and practices.

In order to achieve its utmost usefulness, such a Board must be
entirely divorced from partisan influences and from administrativo
or operating functions of any kind; it shonld be nonpartisan instead
of bipartisan. Its members shonld be drawn in, from time to time,
from active participation in various fields of endeavor so that they
do not become too closely attached to the Government establishment
or too closely identified with any Administration.

RECOM MENDATIONS

In order to eílect the reorganizadon of the civil service adminis­
tration of the United States, we recommend that:

1. A United States Civil Service Administration shonld be
established to serve as the central personnel ageney of the Federal
Government. The oflicers of the Administration shonld consist
of a single executive oílicer to be known as the Civil Service
Administrator and a- nonsalaried Civil Service Board of seven
members, with the powers and duties outlined below.

2. The Administrator should be highly competent, shonld
possess a broad knowledge of personnel administration, and
should be a qualified and experienced executive. He should be
appointed by the President, with the advice and consent of the
Senate, on the basis of an open competitivo exainination con-
ducted by a special board of examiners appointed by the Civil
Service Board. He should be responsible to and hold office at
the pleasure of the President.

3. The duties, powers, functions, and authority now vested in
the Civil Service Commission should be transferred to the Ad­
ministrator. Authority should be given to the Administrator to
develop and perform the additional functions which should be
performed by an adequate central personnel ageney. He should
be authorized to particípate in employee training programs; to
malte, or to cooperate with other groups in making, studies or
investigations of personnel policies, practices, procedures, and
methods in other govemmental iurisdictions and in industry;
and to cooperate with State and local personnel agencies and
with independent agencies and corporations of the Federal Gov­
ernment. The Civil Service Administration should be author­
ized to vender Services to outside govemmental units under suit-
able provisión for reimbursement for the actual cost of such
Services.

4. The Civil Service Board should consist of seven members,
appointed by the President, with the advice and consent of the
Senate, for óverlapping terms of 7 years. This Board should be
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composed of outstanding men and women drawn from prívate
business, education, labor, agricultura, public administración,
and proíessional life. No peí-son should be eligible for member-
sliip if at any time within 5 years preceding the date of his ap-
pointment lie has bcen a member or officer of any local, State, or
national political party committee or has held, or been a candi­
dato for, any electivo public office. Members of the Board should
receive no salaries, but they should be reimbursed for their ac­
tual time and expenses, plus the cosí, of transportación.

5. The Board should meet not less than four times a year upon
cali by the President, the chairman of the Board, or any four
members of the Board. It should have authority and funda to
employ temporary personnel for special investigations in addi-
tion ío secretaría!. clerical, and other necessary Services providcd
by assignment from the staff of the Administrator.

6. The functions of the Civil Service Board should be:
t¿. To act as watchdog of the merit system and to repre­

sen! (he public interese in the improvement of personnel
administración in the Federal Service.

b. To appoint a special board of qualified exa minera when-
ever there is a vacancy in the office of the Civil Service Ad­
mi nistrator in order to conduct a new open competitivo
examina! ion for the office, and to certify to the President
the ñames of the three highest candidatos.

c. To advise the President as to plans and procedieres for
dealing with Federal employment questions which cannot
be handled satisfactorily through established channels.

d. To propose to the President or to the Administrator
amendments to the rules for the administración of the Fed­
eral civil sondee and to review and comment upon amend­
ments proposed by the Administrator.

e. To make animal and special reports to the President
and the Congress on the quality and status of the personnel
administración of the Federal Government and to make rec-
ommendations on possiblo improvements in the laws or the
administra tion of matters aflecting Federal personnel. In
this connection, the Board should have powers to undertake
special investigations.

/. To act in an advisory capacity upon the request of the
President or the Administrator on matters concerning per­
sonnel administración.

, g. To study and report from time to time upon the rela-
tions of the Federal Civil Service to the merit system in
State and local jurisdictions, particularly with reference to
State and local activities in which there is Federal participa­
ción through grants-in-aid.

A. To advise and assist the Administrator in fostering the
interese of institutions of learning, civic and proíessional
organizations, and labor and employee organizations in the
improvement of personnel standards in the Federal Service.
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C. COMPEXSATION AND ClASSIFICATION

Salaries in high govermnental posit ions are of great impon anee in
a democracy. The United States Government olTcrs rales of pay
to its responsible political oflicei-s of Cabinet and sub-Cabinet grade
which are penurious by any realistic standard of comparison. They
are palpably absurd when viewed in Che light of the responsibililies
Chat most of Che higher positions entail, Che insecurity of tenure
necessarily associated with a political post, and the strain of public
Service on conscientious incumbents. They are required to sever their
business relations, transfer their bornes to Washington, and devote
their full time to their day-to-day administrativo duties. Officials
of Cabinet rank—the heads of our great departments and the Presi-
dent’s immediate advisers—receive $15,000 per annum; under secre­
tarios receive $10,000- assistant secretarios, $8,000 to $9,000. Heads
of independent establishments in the íields of lending, rolief, and
public works, where billions of dollars are handled and all the intri-
cato wclfare, political, and business problems of modern life are
encountered, receive not over $10,000. “Wanted, a $25,000 man for
$10,000 a year” was the recent statement of the Secretary of the
Treasury in describing the difficulties of finding a qualified Under
Secretary. The salary for this responsible position is less than rnany
rclatively small banks pay their vice presiaents. It is small wonder,
then, Chat except in time of war or other emergeney, when men are
fired by a zeal for public Service, the wealthy must be asked to lili
most of the responsible political positions.

The career Service is hampered by even less adequate levéis of
compensation. Under the Classification Act of 1923 salaries for
heads of the largest bureaus range from $8,000 to $9,000. In a few
excepcional casrs the salary is fixed by law at $10,000, but this is the
ceiling to which career men may aspire. Heads of other major
bureaus receive $0,500 to $7,500, and so on down the line.

Salary limitations of this kind in the higher grades must be lifted
or they will defeat the development of a career Service. The most
promising and gifted people often do not apply for competitivo
entrance into the Service because the top salaries are too low. At this
moment some of the ablest men are leaving the Service, as opportuni-
ties open up outside the Government, because of the limitations of
compensation at the top. Government employees should be relieved
of financial anxiety and temptation. They shóuld not he given sal­
aries for responsible work so low that they are tempted to cater to
special interests which hold out hopes of remunerativo prívate em­
ployment. Though prestige and recognition are. and should be
marked incentives to those in the public Service, there must also be
an adequate salary as a foundation and tangible mark of public
respect.

Low compensation has a further bad effect on the Service: It en-
couragcs the appointment of persons not really qualified, because the
concept of the work itself is adversely iníluenced by the low salary
scale.

The Federal service in its higher posts now offers considerably less
lucrativo rewards than other vocations of comparable responsibility.
Many of the larger States and cities pay more to their governors,
mayors and city managers, and department heads. The large labor 
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unions and cooperativos pay moro for tlieir chief exccutiyes. Heads
of colleges, universities, and prívate welfare organizations receive
more. Research joba in industry and prívate institutos compénsate
better by far than do the outstanding technical assignments in the
Government. The professions of engineering and medicino oíl’er
the chance for higher remunoration for top men. It is common for
a Government attorney receiving a modest salary of only a few
thousand dollars a year to be pitted in litigation or negotiation in-
volving largo sums against prívate counsel receiving retaining feos
running into the tens of thousands of dollars for each case. In com-
parison with salaries paid by financia! and business organizations,
Federal ratos are obviously uttcrly inadequate.

The Personnel Classification Board in its wage and personnel
survey made in 1931 reportad that the Government pay scale for per-
sons in the professional and scientific Services above the $3,800 leve!
is lower than the average paid for similar non-Government positions,
and that the discrepancy becomes greater as the importance of the
work increases. In positions in the clerical, administrativo, and fiscal
Services, Government salaries are less liberal for those above the
$2,000 level. It is particularly noteworthy that the Board found
that the salaries paid by prívate concerns to their major executives
exceeded those paid by the Federal Government to positions of simi­
lar responsibility anywhcre from 100 to 500 percent.

No greater stop for real governmental economy could be taken
than to increase salaries in the higher administrativo and profes­
sional grades. The Government would thcreby be enabled to main-
tain lingher standards in these posts and to retain its ablest employ-
ees. Every time an able oilicial resigns, the Government loses costly
training and experience. Business and industry have been keenly
aware of the high cost of turnover, particularly in executive posi-
tions. Government has been inclined to confuso parsiinony with
economy and to disregard the high cost of losing the most able. The
cost of the failure to attract the highest grade of talent to Govern­
ment Service cannot be estimated, but the expenso of developing new
people and paying for their training and errors must be a very largo
Ítem. The cost of raising salary scales in the higher grades would
ainount to only a fraction of 1 percent of the annual personnel budget.
Within a short time it would pay largo dividends by improving the
inórale of the entire Service, raising the standing of the Service in
public estimation, and building another incentive for a eareer in the
public Service.

Salaries for the higher administrativo and professional positions
must therefore be increased if the Federal Goverament is to attract
and retain the Services of men and women of outstanding ability.
Such individuáis give direction and tone to the entire Service, the e*f-
fectiveness of which depends upon their capacities and understand-
ing. In order to meet the needs of the Service with respect to the
salaries of regular eareer workers, the highest grades of the Classi­
fication Act should be amended. This will permit the careful, or-
derly, and scientific upward readjustment of salaries in accordance
with the classification standards thus set by the Congress.

The provisions of the Classification Act should also be extended to
positions now exempted in the field Service of the Federal Govern­
ment as well as in the departmental Services and in some govern- 
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mental corporations. Such action would rcsult in more careful
budgeting of funds for personnel Services in the field, the uniform
application of definite salary standards, the improvement and expedi-
tion of Services rende red by the central personnel ageney. and the
obtaining of detailed information about field positions which is not
now available.

Adequate administrativo ílexibility must be permitted, howcver, if
classification provisions are to be successfully extended and applied
to field positions. Thousands of positions in the field Services do not
properly fall within the definitions of any of the íive Services defined
in the Classification Act. Some modifications aro necessary to sat-
isfy field requirements. Such needed administrativo ílexibility can
be realized if the Prcsident is authorized, after appropriate study and
recommendation by (he Civil Service Ádministrator, to extend the
general provisions of classification and to establish suitable classifica­
tion Services, grades, and compensation schedulcs.

RECOM MENDATI0N8

In order to mako needed improvements in the salary policy of the
Government, we recommend that:

1. The annual salaries of heads of executive departments,
under secretarios, and assistant secretarios should be fixed by law
at $20,000, $15,000, and $12.000 respectively. Salaries of heads
of independent establishments and of members of regulatory
commissions should be fixed by the Prcsident at amounts not to
exceed the máximum rato of the appropriate classification grades
in which their respective positions are placed.

2. Compensation in the highest grades of the eareer Service
should be increased by appropriate amendment of the Classifica­
tion iket; permanent oílicials in the highest civil-service positions,
who are charged with the continuous conduct of the Govern-
ment’s work and who have no opportunities to enjoy the honor
and prestige of Cabinet and sub-Cabinet posts, should receive
annual salaries ranging from $12,000 to $15,000. Career oílicials
in the next lower grade should receive annual salaries ranging
from $8,000 to $10,000.

3. The Classification Act should be extended to the field Service
and to exempted positions in the departmental Service and in
some of the governmental corporations. The Prcsident should
be authorized to defino suitable Services and grades when posi­
tions cannot be fairly and reasonably allocatcd to existing Serv­
ices in the Classification Act and to prescribe schcdules of stand-
ardized compensation which shall not exceed ratos fixed therein
for positions of similar responsibility. At the same time govern­
mental corporations and temporary agencies, whether or not they
are subject to civil-service rules, should be required to apply the
merit principie of appointment and promotion to their personnel.
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III. FISCAL MANAGEMENT
1 Sound fiscal management is a prime requisito of good administra-

tion. The responsibilily of the Executive for the preparation of a
fiscal program in the form of a budget for submission to the Con­
gress and for the direction and control of expenditures under the
appropriation acts must be carried on faithfully, eíTectively, and
under clear-cnt authority. To cstablish strict accountability of the
Executive Branch for the faithful execution of the laws enacted by
the Congress, there must be an independent audit of financial trans-
actions by an independent oílicer reporting directly to the Congress
and who does not exercise any executive authority.

From the standpoint of over-all control the system of fiscal man*
agement of the Government now has four major defects, namely, (1)
the inadequate stafling of the Burean of the Budget ; (2) the vesting
in the Office of the Comptroller General, which is not responsible to
the President, of the settlement of claims, the final determination
concerning the uses of appropriations, and the prescribing of admin­
istrativo accounting Systems; (3) the absence oí a truly independent
and prompt audit of the financial transactions of the Government,
whereby the Congress may hold the Executive Branch strictly ac-
countable; and (4) the failure to devise and install a modern system
of accounts and records.

Our recornmendations for improvement of the fiscal administra-
tion of the Government are designed to correct these major faul'ts, to
return executive fnnctions to the Executive Branch, and to make it
accountable to the Congress.

Before taking up these recornmendations in detail, we may review
¿ brieíly the división of authority and responsibility between the Con­

gress and the Executive Branch for the determination and execution
of fiscal policios. The general theory underlying the Constitution is
Chat the Congress shall be responsible for the determination and
approval of the fiscal policies of the Nation and that the Executive
shall be responsible for their faithful execution. The right of the
legislativo body to control the purse was a wcll-established principie
prior to the American Revolution and was incorporated in the Con­
stitution. The Congress, as representativo of the peo pie, enacts the
laws; the duty of executing them is placed by the Constitution upon
the President.

This división of authority under our constitutional system was
well stated by President Wilson in a message to the Congress on
May 13, 1920.

The Congress and the Executive should funetion wifchin their respective
spheres. Otherwlse efllcient and responsible mnnagement will be Impossible and
progress Irupeded by wasteful forcea of disorganization and obstruction. The
Congress has the power and the right to grant or deny an appropriation, or to
enaet or refuse to enact a law; but once an appropriation is made or a law
is passed, the appropriation should be adniinistered or the law executcd by the
executive branch of the Government. In no other way can the Government be
efflciently managed and responsibility deflnltely fixed.
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The Congress onacts (he necessary revenue laws, authorizes activi­
ties which require Che expenditure of public fuñas, and makes tho

* nppropriations. But the trust residing in the Congress does not end
with the enactment of appropriation mensures; its responsibilíty re­
quives also that it possess su it able means with which to hola the
Executive accountable for the faithful and effective execution of
revenuc and appropriation laws. Likewise the responsibilíty of the
Executive Branch can be established only if it is given undivided
executive powers. If the Chief Executive is to fuiííll the responsi-
bility of bis office under the Constituí ion, he must possess undivided
executive powers and adequate means with which to exercise them.

A. Budgeting and Administrative Control

The creation in 1921 of the Burean of the Budget was a major
stop in the direction of effective administrative management in the
Federal Government. It placed upon the President responsibilíty
for the preparation of a comprehensivo annual budget and recog-
nized the need for executive discretion and leadership in preparing
and submitting to the Congress a program of revenue ana expendi­
ture. Al the same time it provided the President with one of the
primary Instruments nceded for effective over-all management of
the executive establishment. The Director at the head of the Bureau
is appointed by the President and, though within the Department
of the Treasury, reporta directly to the President. Through hiña
the President can review and control the effectiveness of governmen-
tal agencies.

PÜRP0SE OF THE BUDGET SYSTEM

It is the purpose of the Budget system to provide in financia 1 terms
for planning, Information, and control. Through the Budget the
spending. agencies are required to transíate their work programs in
advance into fiscal terms, so that each activity may be brought into
balance and proportion with all other activities, and with the rev-
enues and resourees of the Government, and in harmony with long-
rangc and general economía policies. The Budget not only serves
as the basis of Information xor the Congress and the public with
regard to the past work and future plans of the administration, but
also as the means of control of the general policy of the Govern­
ment by the legislativo branch and oí the details of administration
by the Executive. The Bureau of the Budget was therefore set up
as the right arm of the President for the central fiscal management
of the vast administrative machine and to enable him to submit
regularly to the Congress a complete report on past activities and a
future program for advance approval by the legislativo branch.

In addition to its duties in the preparation of the annual budget,
the Bureau of the Budget was given administrative research func­
tions of outstanding importance. It was charged with the responsi-
bility of making a continuous study of the organization, operation,
and efficiency of'the Executive Branch of the Government. Through
its control qver budgeting the Bureau is in a key position to detect
weaknesses in the organization and functioning of the various de­
partments and agencies and is the appropriate ageney continuously to
Investígate administrativo problema and to mako recommendatíons 
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to the President and the departments in the interest of economy and
efficiency. t

Substantial progress has been achievcd through the Burean oí the
Budget during its 15 years of operation. A. spotlight has been
thrown on national fiscal problems. The Executive has been placed
in a better position i o plan and control the fiscal program, for which
he is held responsible in the public mind. It has been possible to
scrutinize departmental needs in detail, and the departments hayo
been assisted in improving their budgetary prácticos. The Congress
has been presented not only with a more intelligible picture of the
Nation s financcs and financia! problems but with a clear comparison
between estimates and actual expenditures for the particular govern-
meutal activities. Substantial advances in improving governmental
operation and in coordinating activities llave been ellected through
the ageney of the Bureau. Its staff has aided the President in tlie
performance of many difficult administrative duties. The technical
phases of budget making have been constantly improved and refined.

At no time, however, has the Burean of the Budget achieved or
oven approximated its máximum possible usefulness and effectiveness
as an instrument of administrative management. Becauseof itssmall
operating appropriation, the Bureau has failed to develop an ade­
quate staff of the highest attainablo competence. Such a staff is
necessary if it is to cope with the problems raí sed by a rapid growth
in the magnitudc and complexity of governmental organization and
expenditures. It has not perfected its own organization and methods
as a directing and controlling ageney of the President. Bather, the
Bureau has emphasized the task of preparing the Budget to the dis-
tinct disadvantage of its important complemcntary functions. It
has only partí al ly developed supervisión o ver the execution of the
Budget by the spending agencies.

The administrative research functions placed upon the Bureau are
practically undeveloped; it is in this respect that the Bureau has
missed its greatest opportunity. The Budget and Accounting Act
of 1921 specifically authorized the Bureau to make detailed studies
of the administrative departments and establishments for the pur­
pose of advising the President intclligently as to changes that should
be made in their organization and methods, in the grouping of
Services, and in the appropriations for various activities. The Bureau
of Efficiency was abolished by an act of Congress, approved March 3,
1933, mainly on the gronnds that it duplicated work that the law
required the Burean of the Budget to do. Its records and files were
transferred to the Bureau of the Budget, but adequate provisions
for carrying on its work are still to be made. Research in adminis­
trative organization has been negligible. Recommendatíons for
reorganization have been conspicuously absent.

STAFFING OF THE BUREAU OF THE BUDGET

One obtains a vivid realization of the inadequate staff of the
Bureau of the Budget from the fact that its appropriation for the
current fiscal year (ending June 30, 1937) amounted to only
$187,000—-a sum considerably less than is spent by a. single finance
and accounting división of some of the great Government depart­
ments, and less than 3 percent of the amount required to audit the
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expendí tures. It lias a total personnel of only 45, and aside from the
statutory positions of Director and Assistant Director, has only two
positions conipensated in excess of $6,000 per annum. Only $18,700
was provided for 4<research, surveys, and assistance.” Yet this small
staff is charged with preparing a budget of billions and with aiding
the President ín the exercise of his vast responsibility for the over-all
management of the huge and intricate Federal administrativo
machine.

If the Burean of the Budget is to be developed into a serviceable
tool for administrativo management to aid the President in the exer­
cise of over-all control, it needs greater resources and better tech-
niques. If continuing power is given the President to transfer and
consolídate executive establishments, he will need adequate Informa­
tion, based on analyses of the greatest competence, as a guide to
action. The Burean of the Budget is the logical staff agency for the
performance of this Service. It should be given appropriations and
a staff commensurate with the magnitude of the assígnment. A
relatively small sum invested in strengthening the Burean of the
Budget as a stalf agency of the President will yield enormous returns
in the increased efliciency of Government operation. It is with this
in mind that recommendations regardiñg the Bureau of the Budget
are presentad.

The Director of the Bureau of the Budget is oneof the few Govern­
ment oílicers in a position to advise the President from an over-all,
as opposed to a bureau or departmental, point of view. He should
therefore be relie ved to the greatest possible extent from the ininqr
details of ad ministra tion. He should be released for duties of máxi­
mum importance to the President and freed so that he may attend
important conferences of Cabinet officers and planning groups, whcre
programs are bcing considered that may eventual ly result m appro-
priation requests or in changos in governmental organization or pro­
cedo re. In* accordance with suggestions made elsewhere in this
report, the salare of the Director should be increased. It should be
possible for the President to select a Director from the career Service,
though he should continué, of coui'se, to have the right to appoint a
man of his own choosing.

The position of Assistant Director of the Bureau of the Budget
should do íilled under civil-service rules, preferably by promotion
from the career Service. It should be a nigh permanent post to
which career men should be encouraged to aspire. Continuity in
office is important if the Assistant Director is to have the necessary
backgrouna from which to advise a new Director concerning the
techñiques of budget niaking and the intricacies of Government
machinery and if he is to be skilled in the execution of policies and
programs. Breadth of experience, depth of knowledge, and broad
visión are needed in this office; these can be obtained only through
intensivo training and long experience in the Government itself.
The Assistant Director should maintain the ordinary contacts with
the administrativo and budget officers of the departments as well as
with the heads of other over-all management agencies such as the
civil-service establishment. He should direct tho activities of the
several divisions of the Bureau of the Budget and in every possible
way should assumo respousibilitíes that would leave tho Director
freo to concern himself with matters of major policy and program.
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If the Bureau of the Budget is to perform eilectively its functions

of fiscal and over-all ni anage men t it inust be staíFcd with an ade­
quate personnel. División chiefs of high competence should be ap-
pointea from the career Service. It should continuo to have a career
man as administrativo assistant to attend to the institutiqnal needs
of the Bureau, such as personnel. appropriations, organization, finan­
cia! records, and general Services. The Director should have the
auíhority (o appoint,a number of special assistants from inside or
outside the Service for special assignments and to retain consultante
from business and the professions on a temporary basis for investiga-
tions or conferences in technica 1 fields. The right to transfer or de­
tai 1 personnel from other Government agencies is of particular un-
portance to the Bureau of the Budget and this should be authorized.
For long-term periods the Burean should reimburse the departments
from which the personnel are borrowed. In turn, the Bureau should
be permitted to accept reimbursement from Government agencies
when it undertakes studies of organization and procedure at their
request.

ACTIVITIES OF THE BUREAU: ESTÍMATES

The preparation and execution of the Budget are essentially execu­
tive tasks. The Bureau of the Budget as a managerial agency of the
President should therefore be made respónsible for the execution. as
well as the formulation. of the budget as a national fiscal plan. The
task of scrutinizing and passing upon departmental estimates and of
exercising some mensure of continuing direction over the execution
of the budget should be assigned to a special división in the Bureau.
Tlie highly important task of budgeting requives a staff of unusual
competence, breadth of visión, keen insight into governmental prob-
lems, and long acquaintanee with tho workof the Government. Only
a staff having these qualifications can be of assistance to the Presi­
dent. the Congress, and the departments in the preparation and
consideration of a budget. Well-considered and informed central
direction of budgeting is essential: arbitrary, uninformed, and undis-
criminating decisions must be avoided.

The staff in charge of budget estimates must keep in constant touch
with the entire administra ti ve machine for the purpose of developing
and executíng both short-term and long-tenn fiscal plans. Through
this staff the President may exercise effective control over the formu­
lation and execution of fiscal plans and policies and may review care-
fully and wisely the departmental estimates. In this manner fiscal
planning may assume its proper relationship to the economic and
social planning for which the Nation holds the President respónsible.

ADMINISTIMTIVE RESEARCH AND OTHER 3ÍANAGERIAL ACTIVITIES

The President needs a research agency to investígate the broad
problems involved in the administrative management of the Govern­
ment—problems of administrativo organization, finalice, coordination,
procedures and methods of work, and the many technical aspeets of
management. The f uncí ion of investigation and research into ad­
ministrativo problems should be developed as an aid to over-all
executive management.
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Economy and efficiency in government require constant investiga­
ron and reorganizado!! of the administra ti ve structure. It is a
mistake to assume that the Government can be reorganized once for
all. Continuous study of the administrativo organization of thc huge
Federal machine is necessary; new activities are constantly emerging
and oíd activities are constantly changing, increasing, decreasing, or
disappenring. Unless there is a spccial agency equippcd to investí­
gate problems of organization, new activities are set up without
careful attention to where they should be located and what kind of
organization is required. This results in costly mistakes and con­
fusión. On tho other hand, when tho need for certain govermnental
activities declines or disappears, unless there is a spccial agency
constantly study ing the organizational requirements, adjustmcnts are
mado late or not at all.

A división of administrativo research in the Burean of the Budget
is the lógica! place to develop these functions which were authorized
in the act of 1921. It should stimulate the continuous study of
organization, methods, and procedures at the departmental or burean
leve! by the departments and bureaos thcmsclves. It should engago
in such stodies on its own initiative where necessary, but should fol-
low tlie policy of aiding and encouraging the departments to study
their own organizational and procedural problems. It should en-
deavor to develop principies of organization that have general
applicability and to act as a clearing house and consultación center
for administrative research carried on in the departments. It should
not undertake studies in fields in which other agencies of the Gov­
ernment are more competent or for which they are better equippcd.
Above all, persons engaged in administrative research should be freed
from detailed routine duties involved in handling budget cstimates.

The administrative research activities should be concentrated in a
sepárate división of tho Burean of the Budget. It should be headcd
by a permanent chief possessing in unusual degree imagination,
visión, creativeness, and analytical insight, as well as intímate ac-
quaintanceship with bótli the prácticos oí government and the princi­
pies of public administration. The research división must be staffed
with persons of unusually high competence. Important research as-
signments upon administrative problems can be carried out success-
fully only by highly trained and exporienced persons familiar with
the organization and techniques of public administration. Flexible
staff arrangements are necessary to pemiit the use of spccial ists drawn
from the Government and from business for temporary periods.

A división of Information should be establisned to serve as a
central clearing house for the correlation and coordination of the
administrative policios of the severa! departments in the operation
of their own informational Services, and to perform related duties.
The United States Information Service might well be transferred
to this.división. It might also develop into a Service which would
supervise and foster regional associations of executive oflicers of the
Government and other activities for coordination of the field Services.
The Director of the Burean has been authorized by law to approve
the use of printing and binding appropriations for the periodicals
and journals published by Government agencies; the chief of the
división of Information could assist him in carrying out this duty.
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The Presidenl has tnrned ío the Burean of the Budget for assist-
anee in carrying out a number of important executive duties placed
upon him. By reason of its cióse contact with the- operating depart­
ments and with the President as a managerial agency, thc Burean is
better able i o perform (hese activities than are other administrative
units.

One of the most important of (hese activities is the preparation,
consideration. and clearance of Executive orders. Executive orders
have been use.d since the early days of the Government, and. with the
great increase in size and complexity of the govermnental machine,
have been utilized to an ever-increasing extent. They are particu­
lar! v necessary in periods of emergeney when there is rapid chango in
crovernmental policios and organization. Executive direclion and
control of national administration would be impossible without the
use of this device. The aciivíty of the Burean of the Budget as a
clearing agency in the issnance and amendment of Executive orders
should be contmued and strengthened by the developmeni of a more
adequate and expert staff. It should be equipped to aid the Presi­
dent in the consideration of administrative problems and to draft
the necessary Executive. orders.

AVider use could be made of Executive orders to establish unifonn
codes regnlating management throughout the Government. These
codes might well cover such matters as budgetary and other financia!
practices and Controls, personnel, supplies, coordination. and other
matters related to general organization and management. Such regu­
la! ions should be promulgated after careful consideration by the
departments. They could be arranged in suitable codes and would be
of material assistance in guiding administrative oflicers.

Departmental regulatíons governing internal organization and man­
agement. might also be cleared with the Burean of the Budget. The
purpose would not be formal approval or disapproval, but to giye to
the departments such assistance as the experts of the Burean might
be able to render and to enable the Burean to inform the President
upon any matters which should be brought to liis attention. This
clearance would result in the establishment of a greater degree of
uniformity in the departmental management practices in matters in
which uniformity is desirable. It would provide aadesiral>le pooling
of the experience of the severa! departments in many management
activities. The Burean of the Budget should be equippcd to assist
the departments, at their request, in preparing regulatíons relating to
their interna! management.

Another important activity of ihe Burean of the Budget as a staff
aid to the President is in connection with proposed legislation arising
within the executive departments and establishments. In addition to
his position as the head of the Executive Branch. the President is
charged by the Constitution with important legislativo duties. includ-
ing the duty to advise the Congress “from time to time’* of such
“Measurcs as he sha!! judge necessary and expedient.” As Chief Ex­
ecutive he may require “the principal Oflicer in each of the executive
Departments*’ to givo him an “Opinión, in writing, » * * upon
any subject relaiing i o the Duties of their respective Offices.”
Thougli the fina! authority for all legislative acts rests with the Con­
gress and the President, it. is the duty of the executive departments
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to supply the Congress with infonnation and adrice conccrning the
laws which they administer.

Inasmuch as a largo part oí all legislation is concerned with tlie
structuro and functioning oí administrativo departments and the
creation and modification oí administrativo powers, the Congress is
entifled, in the consideration oí such legislation, to have from the
administrativo departments the benefit oí their experience and spe-
cial knowledge. All legisla t ion recommended by the Execut i ve Branch
oí the Government should be carefully considerad before presentation
to the Congress. The administrativo, financial, legal, international,
and other effeets and implications oí all such proposals should bo
thoroughly examined and the proposed legislation should be caro*
fully drafted. Conflicts and differences between administrativo de­
parí ments conccrning proposed legislation, whether oí major policios
or details, should, so far as possible, be adjusted before such bilis aro
presentad to the Congress. Though the ultímate decisión in all such
conflicts reste with the Congress, its work is hindered by diííerences
between departments. These ordinarily should be adjusted within
the Executive Branch of the Government in accordance with the con-
stitutional concept of a single, and not a plural, Executive.

During recent years i he Burean o f the Budget has functioned as
an ageney for the President in the clearance of the fiscal aspeets of
legislative mensures proposed by the executive departments. This
clearance is of valué to the Congress and to the departments and is
essential to (he exercise of the authority and responsibility of the
President. It should be applicd to all legislation proposed by the
executive departments and agencies and should not be Limited to fiscal
considerations. The Burean of the Budget could well take over the
present duties of the National Emergency Council in this respect.

To aid the President in carrying out this responsibility the Burean
of the Budget should develop a staff equipped to act as a clearance
ageney on all aspeets of proposed legislation and to próvido the
departments with expert and technical assistanco. This would enable
the Administration to prepare more expert ly proposed legislativo
mensures and to insure that ill-considered mensures are not submitted
to the Congress.

RECOM M EN DATIONS

Our recommcndations regarding budgeting and administrativo
control may be briefly summnrized as follows:

1. The Director of the Burean of the Budget should be re­
lie ved from routine duties and thus enablod to devote himself to
problems of fiscal policy and planning. Provisión should be
made for an adequate permanent staff of the highest competen ce,
implemented by spccial assistants on assignment from the oper-
ating agencies and by temporary consultants and spccial ists rc-
cruiled from business and industry for spccial assignmcnts.

2. The oxecution, as well as the prepara! ion, of the budget
should be supervised by the Burean of the Budget and should be
closely correlated with fiscal programs and plans.

3. The administrativo rosoarch function of the Burean of the
Budget should be adequately developcd to aid the President in
his duties as head of the executive establishment. The Burean
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should carry on constructive studies in public administration for
the consíant improvement of Government organization and pro-
cedure and should also stimulate. continuous stiidy of these prob­
lems by departments and bureaus.

4. The infonnation function of the Burean of the Budget
should be developcd and improved. ’l'lie United States Informa­
tion Service should be transferred to it. as should other nppro-
priate activities in the. coordination of the íield Services of the
Government.

5. The Burean of the Budget should serve in varions ways as
an ageney of the President. improvement should be made in its
facilitics for the clearance of Executive orders and (he estab-
lishmcnt of nniform codes of management in the Government.
It should assist the departments in their regulations governing
internal organization. It could ronder important serviee to (he
President and to the Congress in coordinating and clearing
legislative recommendations which origínate in the Executive
Branch.

B. Direction and Control of Accounting and Expenditures

A second important phase of fiscal management is the. direction
and control of expenditures ihrough the system of accounting. The
present accounting system of the Government is badly scaitered and
presents a rathor incongruous mixture of antique and modern prac-
tices. Essential parís of the system are now found in the Treasury
Department, divided among three or four important Treasuiy nnits.
in the General Accounting Office, and in the varions operaring bu­
rea us. departments, and establishments. At the same time, the war-
rant procednre Chat dates back to Alexander Hamilton’s day pursues
its plodding way alongside the latest machine bookkeeping. Finan­
cial reporting from the varions accounts, is far from being sys-
tematized, is generally lacking in telling Information for adminis­
trativo pnrposos, and is often delayed beyond the point of any
practica 1 valué.

Although the Budget and Accounting Act of 1921 had as one of its
main objeets the improvement of the Government’s account ing system,
very little of real and lasting valué lias as yet resulted. The Comp-
(rollar General was vested with authority nnder this act to prescribe
a system of administra ti ve appropriation and íund accounting in the
severa] departments and establishments. Fifteen years have since
elapsed, and still no comprehensivo and adequate system of general
accounts has been developcd by the Comptroller GeneraFs office.

The authority which the Comptroller General has exercised o ver
departmental accounting procedures has, in many cases, improved
the accounts in the departments and establishments. But these pro­
cedures have continually stressed the bringing of accounting Informa­
tion into the General Accounting Office, with little consideration
for the informational needs of the Burean of the Budget, of the
Treasury Department, and ultimately of the President. The. tend-
eney, therefore, has been to deprive the Executive of adequate ac­
counting machinery. or oven authority to develop this important
instrument of financial direction. Because of the lack of interese in
administration little effort has been made, for examplc, toward the 
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development of unit or cost accounts. It is very doubtful if the
Congress intended that (he accounting provisión of the 1921 Act
t-houfd work in this way. Ccrtainly it is mconsistent with Executive
responsibility and efficient administra ti on.

The time is ripe for a return to the basic notion that servcd as
(he groundwork for the original accounting system of the Govern­
ment. There should now be insta Ued in the Treasury Department
a modorn system of general accounting and reporting that would
produce acciirate information quickly and easily concerning expen-
ditnre obligations, appropriation and allotment balances, revenue
estímales and accruals, and actual collections, as well as eash dis-
bursements and receipts. Not only should the accounting methods
be standardizad throughout the governmental agencies, but there
should be a completo revamping of the accounting procedure which
would enable the Treasury Department to secure reliable information
at a moment’s notice on tho status of all revenues and expenditures
of the Government. There is abundan! evidence that these account­
ing improvements are greatly needed, and that they can now be prop-
erly made.

CURRENT CONTROL OF EXPENDITURES

Through the accounting system current control over expenditures
is exercised. This function is oftcn confused with the function of
audit. Current control involves final decisions as to proposed ex­
penditures and the availability of funds. An audit is an examina-
tion and verification of the accounts after transactions are completad
in order to discover and report to the legislativo body any unauthor-
ized, illegal, or irregular expenditures, any financial prácticos that
are unsound, and whether the administration has faithfully dis-
charged its responsibility.

A truc audit can be conducted only by other officers than thoso
charged with the making of decisions upon expenditures. No public
officer should be authorized to audit his own accounts or financial
acts and decisions. The máximum safeguard is provided when tho
auditor is entirely independent of the administration and exercises
no executive authority. The control of expenditures is essentially
an executive function, whereas the audit of such expenditures should
be independent of executive authority or direction.

Although the title of the Budget and Accounting Act indicates that
tho principal purpose was to próvido a budget system and “an inde­
penden! audit of public accounts”. the distinction between “control”
and “audit” was confused in the act. It placed certain control j’unc-
tions, as well as the auditing function, in the Office of the Comptroller
General, who was thus made both a “comptroller” and an “auditor.”
This has created an undesirable and anomalous situation: As an au­
ditor the Comptroller General properly performs his function without
the direction of any executive officer; but as a comptroller, exercis-
ing the executive authority to determine the uses of appropriations,
to settle accounts and claims, and to prescribe administrative account­
ing systems—functions which are universally recognizcd as executive
in character—he is improperly removed from any executive direction
and resjMinsibility.

Furthermore, the Comptroller General, as a comptroller, determines
in advance the legality of expenditures and issues rules and regula- 
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tions which govern the administrative procedures and prácticos of
the. executive establishments; later, as an auditor, he reviews and
audits the action taken under his own previous decisions. The more
the Comptroller General exercises control over expenditures through
advance decisions, approval of contracts, preaudits, and otherwise,
the less competen! he becomcs to audit them. This system resulta in
divided authority and responsibility for the proper expenditure of
public funds and the accounting therefor; it deprives the Presiden! of
essential power needed to discharge his major executive responsibility.
Equally importan!, it deprives the Congress of a really independent
audit and review of the fiscal affairs of the Government by an oHicial
who has no voice in administrative determinations, which audit is
necessary to hold the Administration accountable.

The removal from the Executive of the final authority to determine
the uses of appropriations, conditions of employment, the letting of
contracts, and the control over administrative decisions, as well as
the prescribing of accounting procedures and the vesting of such
authority in an officer independent of direct responsibility to the
Presiden! for his acts, is clearly in violation of the constituíional
principie of the división of authority between the Legislativo and
Executive Branches of the Government. It is contrary to article II,
section 3, of the Constitution, which provides that the Presiden!
“shall take Caro, that the Laws be faithfully cxecutcd.”

In the recent case of Springer v. Philippinc Islanda (277 U. S. 189),
which involved an attempt to vest executive powers in a legislativo
body, the Supreme Court dcclared:

Legislativo power, as distingiiished from executive power, is the authority
to make laws, but not to enforce them or appoint the agenis charged with
the duty of such enforcement. The latter are executive functions.

The settlement of accounts and the supervisión of administrative
accounting systoms are executive functions: under the Constitution
they belong to the Executive Branch of the Government. The audit,
by the same reasoning, should opérate under legislativo direction.
The Comptroller General today straddles both positions.

Prior to the adoption of the Budget and Accounting Act of 1921,
accounts and claims wcre settled by the auditors, all of whom were
Treasury officials, and the. accounting procedures were prescribed by
the Comptroller of the Treasury. Strictly speaking, there was no
independent audit. When the Congress adopted legislation provid-
ing for a National Budget system in 1921, it also provided for an
independent auditing office. The hearings on the act, as well as
the language of the act itself, indícate clearly that the purpose in
crea ti ng an independent auditing office was to enable the Congress
to secure adequate and ful! information upon the finalices of the
Government. Members of the special committees of the House and
tho Senate complained that the auditors and tho Comptroller of the
Treasury, being a part of the administration and subject to removal,
would not como beforo congressional committees and criticize the
existing financial practices.

Major attention at that timo was focused upon the provisions of
tho act relating to tho creation of a National Budget; the far-
reaching implications involved in placing the accounting and con-
trolling authority in an auditing officer independen! of the Execu­
tive were not clearly realized. There was, however, no lack of warn-
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• ing on lilis poi-nf. Diiring (he lira rings on (he act, in 1919, a number
oí oiilshinding wiínesses wlio advoca (cd (he creution of an independ­
en! auditor siated that he should be charged with (he solo tnsk of
anditing expendí! tires after they were inade and reporting (he residís
of (he audit to (he Congress. '¡'hese witnesses expressed grave
donht as lo (he wisdom of giving lo íhis independen! anditing office r
(he controlling fnnction as well, for Ihis they regarded as unques-
tionably execntive in eliaracter. Ainong those who called aí teñí ion
to íhis importan! di>( inri ion were metí Bke fórmer Governor Frank
O. Lowden of Illinois, Senator ('arier Glass (then Secretary of thc
Treasnry), Presiden! Frank J. Goodnow of (he Johns Ifopkms l’ni-
versily, Presidenl Nirhohts Murray Bntler of Columbia University,
Mr. John T. Pralt. Presiden! of (he National Budget Committee,
Mr. llenry L. Stimson, htíer Sccretary of State, and Dr. Frederick
A. Cleveland.

At various times in (he hearings. memhers of both (he llotise and
(he Señale committees expressed their own doubfs concerning the
wímIoiii of granling conlrolling and accounting authority to an
independen! auditor. Bul the final act transferred to the Comp­
troller General all (he powors formerly exercised by the auditors
and hy the Comptroller of (he Treasnry.

RESL’I.TS OF 1NDKPENDENT CONTROL

The residís of placing execulive powers of control in an independ-
ent anditing office may be reviewed brieíly. Before 1921. when the
head of a (lepar! inent questioned a riding of the Comptroller of (he
Treasnry. or when (he Presiden! requested it, the ruling was referred
to the Attorney General for a legal opinión. Since 1921 ibis practice
has bren discontinued. An impasse has resulted. The first Comp-
(rol ler General of the United States consistently refused to submit
any disputed qnestion to (he Attorney General or (o modify any of
his ndings in conformance with the opinions of the Attorney Gen­
eral. It is significan! that the Attorney General has been sustained
repeatedly when the issnes were taken to eourts of law.

Both the Attorney General and the Comptroller General are di-
rected by the Congress to render opinions or decisions interpreting
the nieaning of congressional acts. Execntive oflicers cnstomarily
turn (o (he Attorney General when there is any qnestion about the
authority or the legality of an action which they are cóntemplaiing.
The presen! conílicl of authority between these two oflicers leads to
a ’great deal of uncertainty, delay, and expense, and at times reaches
almost to the point- of administrativo paralysis. Speed. decisión,
vigor, and common sense in the conduct of national aflairs have been
suhordinated to technical rulings on donbtful questions.
. The virtual discontinuanco of the practice of referring disputed
rulings to (he Attorney General for an opinión upon legal issnes
residís in the Comptroller General interpreting bis own jurisdiction
and the scope of his authority through bis own rulings. This is an
extraordinary principie, cleany contrary to our political institutions
and constitutional theory.

Before 1921 there was comparatively little complaint that the rul­
ings of the Comptroller of the Treasnry, precursor of the Comptroller
General, encroached upon administrativo discretion. This was prob- 
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ably. because thc Comptroller of thc Treasnry was a part of the
administration itself, oven though he had semi-independent status,
and because of the practico of referring disputed questions to the
Attorney General. From 1921 on, however, the Comptroller Gen­
eral, through numerous rulings, has carried his authority into arcas
which are clearly in (he realm of execntive decisión. Any volume of
the published rulings of the Comptroller General aífords a wide
variety of examples of this invasión of administrativo responsibility.
Many of his rulings go far beyond thc terms of any statute.

, Rulings by an independent anditing oflicer in the realm of execu-
tive action and methods. even when they seem wise and salutary,
have a profoundly harmful eft'ect. They dissipate execntive respon­
sibility and precipítate execntive uncertainty. Many of the rulings
of the Comptroller General, though issued in the beliof that they
are in the iutorest of strict legality, undoubtcdly impede the work
of the departments and add to their operating costs. Administrativc
oflicers have found it. necessary to go not merely to their superior
oflicers for the approval of plans but also to the ollicc of Comptroller
General for the approval of legality, form, and procedurc. This
división of authority destroys responsibility and produces delays and
uncertainty. It has become increasingly diflicult, and at times
simply impossible, for the Government to manage its business with
dispatch. with efliciency, and with cconomic sagacity.

An eílectivo continuing execntive control over the administration
of the Government to insure economy, legality, and oxpedition is
impossible so loug as such wide authority over plans, forrns, and
procedures is exercised by thc General Accounting Office. The
Comptroller General has also extended his authority into adminis-
trative matters by the expansión of the preaudit (i. e., audit before
payment), by the increascd use of advanco decisions, and by his
rulings, all of which have constant ly brought more and more admin-
istrative questions to him for final determination. The operating
plans of (he administration aro greatly aflected, and sometimes con-
trolled, by- his rulings. Fiscal practices are to a largo extent gov-
erned by his decisions. These are arcas of control that are custo-
marily entrusted to execntive oflicers, both in Government and in
prívate business administration.

Numerous delays in administration are inevitable under the cur-
rent procedures and roulines of the General Accounting Office.
Every voucher must be examined and passed upon in a single office
at the seat of the Government. Final settlements are delayed from a
period of 3 months to as long as 3 years after the original trans-
action has been consuimnated. Of what valué to the Congress or to
thc administration is an audit which is not completed until after
3 years? Execntive oflicers are unable to obtain accurate current
reports on the financial status of their own departments or bureaus.
The delay in the audit has also created much uncertainty as to the
authority of execntive oflicers, with conscqueut delay in administra­
tivo action. Delays are often expensive. Promptncss is essential to
vigorous, decisivo, and cfficient public administration.
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AUDIT OF EXPENDI ! CHES

The General Accounting Office has failed ío achieve an independent
audit of imlional ex pendil uros. It has not supplied the Congress
with tile comprehensivo Information concerning the financia! admin­
istraron of the Government which an audit should render. The
Budgot and Accounting Act provides that (he Comptrolier General
sluill report ío (he Congress the residís of his audit and his investi-
gations i uto the financia] transactions of (lie Government and States
lh:it lie “sliall speciíically report to Congress every expenditure or
contrae! inade by any department or establishment in any year in
violution of lira. Excepf in a few isolaíed cases the Comptrolier
General has not carried out this provisión of (he act. He. has rarely
called attenlion lo unwise expenditures or unsound fiscal practiees.
Sinre the present arrangement delays the final settlement of accounts,
in sonie cases for as long as 3 years. it is impossible for the Comp-
(rol ler General oven to complete his audit of any fiscal year in time
for it to be of any material valué, to the Congress.

The fundamental reason why the Comptrolier General has failed
to próvida the Congress with a complete, detailed, and critica 1 audit
of the fiscal accounts of the Government, however, is the anomalous
and inconsistent position of his office.

The residís of the. vesting of importan! executive authority in the
Comptrolier General, an independent oílicer, who is not responsible
to the Cliief Executive, ñor, in fací, to (he Congress or to the courts,
are serious. Eíl’ective and responsible management of the executive
departments is impossible as long as (his unsound and unconstitu-
tional división of executive authority continúes. At the same lime,
the Congress is unable to secure a truly independent audit. which is
essential if it is to hold the adniinistration to a strict accountability.

RECOM 31ENDATIONS

Our recommendations regarding the direction and control of ac­
counting and expenditures are as follows:

1. For the purpose of providing the Cliief Executive with (lie
essential vellidos for current financial management: and admin­
istrativo control, the authority to prescribe and supervise ac­
counting sysíems, fonns, and procedures in the Federal estab-
lishments should be transferred to and vested in the Secretary
of the Treasury. This reconnnendation is not new. In 1932
President Hoover recommended to the Congress that the power
to prescribe accounting systems be transferred to the Executive
Branch, sí a t ing:

ll Is not, however, a proper funcí Ion of an establisbment created prl-
ntnrily for the parpóse of auditing Governnient accounts to make the ncces-
snry studíes and to develop and prescribe accounting systems involvlng the
entire liekl of Government accounting. Nelther is it a proper function of
such an cstablishment to prescribe the procedure for ñor to determine the
cffectivcness of the administrative exaiuinntlon of accounts. Accounting
is an essential element of oíTective adniinistration, and ít should be
devrloiM’d with the prlmary objcctlve of serving this purpose.

In 1934 a special committec of the United States Chambcr of
Commerce on Federal expenditures. hended by Mr. Matthew S.
Sloan, recommended that all accounting activiiies be removed 

REORGANIZATION OF EXECUTIVE DEPARTMENTS 47

from (he Comptrolier General and placed in a General Account­
ing Office directly responsible to the President. This committec
stated in its report:

Since the Comptrolier General is not under Executive control, as he
reports to Congress and is responsible only to that body, the Executive is
deprived of one of the inost essential ineans oí cstablishing elTective super­
visión over expenditures, namely, a satisfactory accounting system directly
under Executive control. Aíoreover, the Comptrolier General is now in
tlie anomalous position of auditing his own accounting.

The Connnittee is convinced that accounting should be segregated from
auditing, and that accounting should be centralized in an ageney under
the control of the President. Such a system would provide the adminis-
tratlon with machlnery neccssary to establish control over expenditures
and also afi’ord Congress an independent ageney for chccklng the fiscal
operations of the adniinistration.

2. For the purpose of fixing responsibility for the fiscal man­
agement of the Government establishment on the Chief Execu­
tive in conformity with the constitutional principie that the
President “shall talco Caro that the Laws be faithfully executcd”.
claims and demands by the Govemment of tho United States or
against it and accounts in which the Government of the United
States is concerned, either as debtor or as creditor, should be set-
tled and adjusted in the Treasury Department.

3. To avoid conílict and dispute betwecn the Secretary of the
Treasury and the departments as to the jurisdiction of the Secre­
tary to settle public accounts, which conílicts and disputes have
so marred the relationship between the Comptrolier General and
the departments in the past, and to make it impossible for the
Secretary of the Treasury to usurp any of the powers vested in
the heads of departments by the Congress, the Attorney Gen­
eral should be authorized to render opinions on such questions
of jurisdiction (but not on the merits of the case) upon the re-
ouest of the head of the department or upon the request of the
Secretary of the Treasury, and the opinión of the Attorney Gen­
eral on such questions of jurisdiction should be final and binding.

4. In order to conform to the limitations in the functions re-
maining within the jurisdiction of the Comptrolier General, the
titles of the Comptrolier General and the Assistant Comptrolier
General should be changed to Auditor General and Assistant
Auditor General, respectively, and the ñame of the General Ac­
counting Oílice should be changed to the General Auditing
Office.

5. The Auditor General should be authorized and required to
assign representativos of his office to such stations in the District
of Columbia and the field as will enable them currently to audit
the accounts of the accountable officers, and they should be re­
quired to certify forthwith such exceptions as may be taken to
the transactions involved (a) to the oílicer whose account is in­
volved; (&) to the Auditor General; and (c) to the Secretary of
the Treasury.

The auditing work would thusproceed in a deccntralized man-
ner independent of, but practically simultaneous with, disburse-
ment. Duplication of eíTort and delays dúo to centralization in
Washington could be reduced to a mínimum. It would not bo
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necessary for the Treasury Department to duplícate the field
audit of the (.¡eneral Auditing Office. Exccptions would be
promptly reported to the Treasury. Prompt, efficient Service
could be afforded in the scrutiny of questioned vouchers and in
the review of accounts of disbursing officers.

G. In the cvent of the failurc of the Secretary of the Treasury
and (he Auditor General to reach an agreement with respect to
any exception reported by representatives of the Auditor Gen­
eral concerning any expendituro, it should be the duty of the
Auditor General to report such exception to the Congress
through such committees or joint committees as the Congress
may choose to desígnate.

IV. PLANNING MANAGEMENT

In addition to the means already indicated as desirable for fiscal
and personnel management it is essential that machinery for over-all
planning management be provided for the use of the Executive.

There are already in existen ce a nnmber of agencies in the severa 1
departments concerned with research and planning within depart-
mental limits. There are also important i ni erdepar tment al commit­
tees dealing with problems that cross depart mental linos.

There are now 47 State planning boards engaged in the task of
making State-wide plans for the best uso of State rosoureos, in the
various ways found most suitable in the widely diíTerent sections of
the Nation with their widely varying problems.

There are over 1.100 city planning boards occupied with the special
problems of urban communities. County planning boards have been
set up in over 400 counties and are increasing in number and im-
portance.

There are regional planning boards dealing with problems largor
than State boundaries alono can contain, as the Pacific Northwest
Regional Planning Commission, the New England Regional Plan­
ning Commission, the Ohio Val ley-Regional Planning Commission.

In addition there are 20 commissions on Interstate coopcration or-
ganized under the auspices of the now Council of State Governments.
Many Interstate compacts and other agreements and arrangements,
some legislativo, some administrativo, involving central and local
authorities, are being set up.

Further, there is a great varioty of agencies engaged in research
and planning management. Some of theso are found in business.
some in agriculture, some in labor, some in the professions interested
in special Irnos of inquiry, some in the univcrsities and other research
institutions. A vast amount of planning Information and experience
is availablo at these sources, and adequate organization would make
it possi ble to fit the research and planning programs of all these
groups into our national purposes.

How can the President deal most readily with these scattered and
important agencies and their relation to the over-all view of admin-
istrative management?

ESTABLISIIMENT OF A PERMANENT PLANNING AGENCY

To meet this situation it is recommended that a permanent Na­
tional Resources Board be set up to replace the present temporary
committee created by Executive order. This committeo was first
set up by the Public Works Administrator in 1933, and later was
established by Executive order as the National Resources Board.
It was then directed “to prepare and present to the President a
program and plan of procedure dealing with the physical, social,
governmental, and economic aspeets of public policies for the devcl
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oprnent and use of land, water, and other national resources, and
such rclatcd subjects as may from time to time be referred to i y
tile President.” , . . 1 ..

Important reports have been made undcr this autnonty dealing
with tho preven(ion of enormous losses in land use, water use, jum­
era] use, cleaiing with long-time planning, tiining, and i he división
of costs in public works, with tho organiza!ion and activities of
State planning boards, with regional factors in national planning,
witli regional planning in New England, in the Pacific Northwest,
in the Si. Louis metropolita» región. A complete water plan for (he
United States has been prepared, and many special reports on water
resources. Other reports have been prepared in the field of social
problems. dealing with urban factors in national development, with
basic popula! ion trends in the United States, with the social nnpli-
cations of recent technological changos. Extensivo and important
studies in tho field of industrial rclations are in preparación, con-
cerning the interrclaíions of national production and consumption.

PLANNING ACTIV1TIES

The first function of such an ageney is to serve as a clearing houso
of planning interests and concerns in the national cilort to prevent
waste and i m prove our national living standards.. Another is to
cooperate with departmental, State, and local agencies, and in gen­
eral to use the Board’s good oflices to see that planning decisions aro
not made by ono group in ignorance of relevant undertakings or re­
search going on eísewnere. Obviously nnich of this is a maíter of
diplomacy and intelligent interest rather than of legal authority and
high command.

Another function is that of collecting and analyzing data relating
to our national resources, both human and physical, and of shaping
up advisory plans for tho bettor use of these resources. The gains
of civilización are essentially mass gains. Thcy should be distribuíed
as fairly as possible among those who created them. But a frequent
recurrence to fundamental principies is neccssary. Unless some over-
head central ageney takes an over-all view from time to time, analyzes
faets, and suggcsts plans to insure the preservación of the equilibrium
upon which our American democracy rests, thero is danger that it
will be badly upset. It is important that the Executiye have at hand
ampie ways and means of taking such an over-all view of the best
and highest use of the national assets which we have inherited from
our fathers and which we aim to hand on to posterity, enlarged and
onriched by our efforts.

Our development in this entire field of national resources policy
has been experimental, evolutionary, and at times undoubtedly some-
what illogical. Our lino of progress in business, agriculture, and
labor has been a process of groping our way forward from point to
point, with the democratic goal and direction in mind, as we dealt
from time to time with land policy, with industrial monopolies, with
conservat ion, with special privileges which threatened the common
weal, with social insecurity, with the social resulte of discoveries in
technologv and management.

We shall procecd in the future as we have throughout our history,
adapting our institutions to our resources, our desires, and our ideáis
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of how men may live and prosper togethor, striking a new course
where we must invent one, or profiting by the súcCess of others in
devising means of meeting a spocific problem. It is important, how-
ever, to see to it that our airangements for making use of the finest
and soundest American experience and judgmont in planning for the
American future are the best that can be set up, and further that
they are meshed in with the machinery, first of administrativo man­
agement and íinally of policy determination. We confidently believe
that the universal aspiration for economic security and the increasing
enrichment of human lives may be forwarded by substituting the
results of careful scientific study for uninformed judgment and polit-
ical expedieney as the basis for the fonnulation of govcrnmental
plans.

Such a board would work through various technical committees,
consistíng partly of Government personnel and partly of other quali-
fíed persons drawn in for special purposes from time to time. Ex-
amples of this procedure are the present Land Use Committee, the
Water Resources Committee, and the Industrial Resources Commit-
tce. In these committees the experience and plans of various bureaos
and departments are pooled with those of outsiders, and the results
reported to the National Resources Committee for considoration and
eventual recommendation to the President.

These problems cut across many departmental and jurisdictional
Unes, as in the notable instances of land, water, public works, and
industrial resources, and require combined examination, discussion,
and interpretation, if a full mensure of success in their utilization is
to be realized. If we look forward a little it is easy to see many other
emerging problems just ahead, problems which will cali for uniíied
study and planning in many fields of national resources, both human
and physical.

It cannot be too strongly stated that one of. the most valuable Serv­
ices rendered by a National Resources Board is that of cooperation
with the State, local, and Interstate planning agencies throughout
the Nation. Tnis has already been particularly evident in dealing
with land use, forestry, múltiple uses of water, and social needs in
general; but the same principie is capable of far wider application
as time goes on and as the machinery for genuine cooperation is bet-
ter adjusted. This cooperation constitutes an important guaranty
against overcentralization in governmental planning and against
decay of local governmental interest.

Cióse and continuous relationship betwcen this administrativo
planning ageney and other Federal agencies could be maintained
through contacts of its research and planning staff with tho research
and planning personnel of the various departments; and further,
through the intermedíation of the President’s aides. It will also be
possible through the State planning boards to keep in cióse contact
with the planning projeets and developments in the different States
and their subdivisions. In this way a continuing stream of Informa­
tion regarding planning progress may be kept in circulation among
those whose determinations depend upon such knowledge.

The translation of over-all planning into action would, however.
be the administrative responsibility of the Executive and dependent
Iinally, of course, upon tne decisión of the Congress. It cannot be
too strongly emphasized that the function of the proposed Board
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is not that oí making final dccisions upon broad questions of national
policy—a responsibility which resta and should rcsl firmly upon tho
elected representativos of the peoplc of tho United States. Such a
Board is useful in proportion as it is dctachcd from ¡inmediato polít­
ica! power and responsibility.

Ñor should such an agency be involved in spccial administrativo
responsibilities which properly devolve upon tho appropriate depart­
ments of tho Government set up for that purpose. This Board should
serve rather as a general staff for gathering and analyzing relevant
faets, observing the interrelation and administration of broad policios,
proposing from time to time lines of national procedí! re in the
husbanding of our national resoúrces, based upon thorough inquiry
and maturo considera tion; constantly preparing and presenting to
the Executive its íindings, interpretations, conclusions, and recom-
mendations for such final disposition as those entrusted with govern-
mental responsibility may decm appropriate.

RECOM M ENDATIONS

1. Tí is recommended that a National Resources Board, con-
* sisting of five members appointed by the President, without
salary and with indefinito terms, be created to servo as a central
planning agency under the President.

2. It is further recommended that there be a director appointed
bv the Board, in general charge of the staff, and an executive
oflicer, in the classified Service; and that the further organiza-
tion of divisions of the work be left to the determination of the
Board.

3. It would be nccessary for the Board to have ampie provisión
for the maintenance of a staff equal to the performance of the
heavy tasks imposed upon it. In general, the equipment of such
a Board as is proposed would consist of—

<k A permanent skeleton staff of career men of undoubted
competence, with their assistants.

b. Other governmental personnel with spccial ski lis de-
tailed from time to time for the work of the Board.

o. Experto and assistants brought in from time to time to
deal with spccial problems as they arise. A contingent fund
for this purpose should be available, but inevitably the
amounts required would vary widely from one neriod to
another, as clifferent types of assistance were required.

In support of the proposed indefinito terms of office for members
of the Board, it may be pointed out that a long térra of office is no
adequate protcction against an unfriendly or mdiffercnt Executive
and Congress; and in any case a deadlock between the Board and the
authorities would make the success of the Board very dubious. A
board may be swept out of existence by the Congress at any time, or
it may be ignored by the Executive and the Administration.

Life tenure for such a Board, oven if it were possible to obtain,
would not be desi rabie, for it would tend to widen gaps between the
Government and the Board. or between the public and tho Board.
In a rapidly changing situation, a. Board of this type must be
responsivo to the broad sweep of national interest and judgment.
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The personnel of the Board should bring together insight, ex-
perience, and judgment in the analysis and interpretation of national
planning policios, skill in the invención of ways and means of utiliz-
ing our national resoúrces, and social visión in the fusión of American
interests, techniques, and ideáis into sounder and more satisfactory
modos of conserving and expanding our national resoúrces añil
facilitating their equitable award. '

The Board should be provided with an annual appropriation, a
considerable part of which should be used for aidmg the several
States in the maintenance of their State planning boards; another
part should be budgeted for stated projeets of research; and another
portion be reserved for other inquirios undertaken at the request of
the President for some spccial purpose, in cooperation with some of
the several departments or with local agencies.



V. ADMINISTRATIVE REORGANIZATION OF THE
GOVERNMENT OF THE UNITED STATES

The primary purpose oí a rational reorganization oí the adminis-
trative agencies of the Executive Branch of the Government is to
reduce to a manageable compass the number of agencies reporting
to the President.

The Constitution of the United States sets up no administrative
organization for the Government. The whole matter of executive
power is dealt with in a few brief phrases. First in importance is:
“The executive Power shall be vested in a President of the United
States of America.” Reference is also made to the Army and Navy,
of which the President is named “Commander in Chief”, and, in-
directly, to the “executive Departments”; and there is laid on the
President alone the duty to “tafee Care that the Laws be faithfully
executed.” In these few words, supplemented by those defining the
scope of the Legislativo and the Judicial Branches, there is set forth
the constitutional principie of the separation of powers, which places
in the President, and in the President alone, the whole executive
power of the Government of the United States.

The administrative organization of the Government to carry out
“the executive Power” thus rests upon statute law. and upon depart-
mental arrangements made under the authority of law. The history
of these laws and arrangements is a reflection of our national prob-
lems and devel opinen t. At the beginning, in 1789, there were but
four departments: State, War, Treasury, and the Attorney General.
The General Post Office was permanently established in 1794, and 4
years later, the Navy Department was created. Thus, by 1800 there
were six departments, all of them directly under the President in
accordance with the constitutional principie of the separation of
powers.

For the next 50 years there was no chango. Then carne the creation
of the Department of the Interior in 1849, of Agricultu.ro in 1889,
and of Commerce and Labor in 1903, from which the Department of
Labor was separated in 1913.

Two new kinds of governmental agencies made tlieir appearance
in the generation after the Civil War. They were, íirst, executive
agencies under the President but not connected with any department,
such as the Civil Service Commission (1883): and, second, independ-
ent regulatory agencies, such as the Interstate Commerce Commission
(1887)5, which were noither placed under the President ñor connected
with any department. Many additional agencies of these types
appeared in subsequen t years.

During the World War a large number of new agencies were estab­
lished. These were chiefly councils, boards, commissions, adminis-
trations, and governmental corporations, and though not legally con­
nected with the regular departments, they were dennitely within the
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Executive Branch and under (he President. In this period the inno­
val ion was the governmenlal Corporation, which was found use ful
partieularly in dealing with financia) operations. Most o f these
agencies were abolished, or Consolidated with the departments, in the
years folio wing the war.

During the recent depression similar need for emerge ncy action
has resulted again in the establishment of a large number of new
agencies. These inelude administrations, boards, commissions, com-
miltees, governmental corporations, and authorities. The novel cle-
ments in this period are the extended use of the corporate form and
the introduction of the “authority.” Most of these agencies have bcen
placed in the Executive Branch and under the President, but in the
main they have not bcen connected by law with the regular
departments.

As a result of this long development, there aro now in the Govern­
ment of the United States over 100 scparately organized establish-
ments and agencies presumably reporting to the President. Among
them are the 10 regular executive departments and the many boards,
commissions, administrations, authorities, corporations, and agencies
which are under the President but not in a department. There tire
also a dozen agencies which are totally independent—a new and
headless “fourth branch” of the Government.

THE EXECUTIVE BRANCH TODAY

The executive branch of the Government of the United States
has thus grown up without plan or design likc the barns, shacks,
silos, tool sheds, and garages of an oíd larm. To look at it now,
no one would ever recognize the structure which the founding fathers
erected a century and a half ago to be the Government of the United
States. A careful examination of the Government shows the follow-
ing facts:

1. The structure of the Government throws an impossible
task upon the Chief Executive. No President can possibly give
adequate supervisión to the multitude of agencies which have
bcen set up to carry on the work of the Government, ñor can
he coordínate their activities and policies.

2. The normal managerial agencies designed to assist the
Executive in thinking, planning, and managing, which one
would expcct to find in any large-scale organization, are either
undevcloped or lacking.

3. The constitutional principie of the separation of powers
and the responsibility of the President for uthe executive Power”
is impaired through the multiplicity and confusión of agencies
which vender effective action impossible.

4. Without plan or intent, there has grown up a headless
“fourth branch” of the Government, responsible to no one, and
impossible of coordination with the general policies and work
of the Government as determined by the people through their
fluly elected representatives.

5. For purposes of management, boards and commissions have
turned out to be failures. Their mechanism is inevitably slow.
cumbersome, wasteful, and ineffective, and does not lena itselr
readily to cooperation with other agencies. Even strong men
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on boards find that their individual opinions are watered down
in reaching board decisions. When freed from (he work of
management, boards are, however, extremely useful and neces-
sary for consultation, discussion. and adrice; for re prese ntat ion
of diverse views and citizen opinión; for quasi-judicial action:
and as a repository of corporate powers.

6. The conspicuously well-managed administrative units in the
Government are almost without exception hended by single
administrators.

7. Owing to the multiplicity of agencies and the lack of ad­
ministrative management there is waste, overlapping, and du-
plication, which may be eliminated through coordination, con-
solidation, and proper managerial control.

These are the major features which stand out clearly in any ex­
amination of the structure of the Executive Branch of the Govern­
ment. *

There ílow from these factors many obscure diíliculties and prob-
leins. Among these is the time and energy which have been wasted
for many years because of departmental iealousies and jurisdic-
tional disputes among the department heads and burean chiefs as
to who should control particular activities. The people of the coun-
try have held the President responsible for failing to settle these
internal quarrels, whereas in fact, because the President’s authority
is not commensurate with his responsibility, often he has been un-
able to compose the diíl’erenccs short of the summary dismissal of
one of his Cabinet Members. The departments themselves and
groups of citizens interested in particular activities often seek to
settle such disputes by direct appeals to the Congress, there again
only to find the same or almost the same differences represented in
the jurisdictional jealousics of congressional committees.

Another difliculty is found in the nature of the regional subdivi-
sions of the departments and agencies. At the present time there
are 109 diii'erent plana of gcographical subdivisión of the United
States in use by the various governmental agencies for their local
offices. From the standpoint of the citizen this does not make good
Service or good sense. Government should, of course. be carried to
the people through the decentralization of the Washmgton depart­
ments, partly to make it íit their nceds, and partly to kcep it from
becoming distant and bureaucratic. but this decentralization need
not be chaotic and conílicting, provided it is properly integrated at
the center and subjected to qver-all management.

The method of decentralization of necessity will vary from de­
partment to department and from activity to activity within the
department. A general principie that may be laid down is that the
decentralization should be geographical and that more and more of
the administrative work of the Executive Branch be carried on in
the field in regional units set up to cover all parts of the United
States. In this way the Government will be brought nearer to the
people themselves and by this regional organization the Federal
Government may the better coopera te with State and local govem-
ments in the conduct of its aifairs.

This geograpliical decentralization also will diminish the waste
of time and money, to say nothing of the patience of the people.
entailed by oxcessive centralization of administrative activities in 
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Washington. At the same time it offers the opportunity of lessen-
ing the insensitivity of the bureaucracy by brínging the persons who
actually adrninister in detail the work of the Government into touch
with the people whom they serve in their own communities.

The safeguarding of tile Citizen from narrow-minded and dictatorial
bureaucratic interíerence and control is one of the primary obliga-
tions of democratic government. It can be accomplished only oy
so centralizing the determination of administrativo policy that there
is a olear line of conduct laid down for all oflicialdom to follow and
then by so dccentralizing the actual administrativo operation that
the Government servant remains himself one of the people in touch
with the people and does not degencrate into an isolated and arro­
ga nt bureaucrat.

These difliculties and defects in the organization of the Executive
Branch have been clearly rccognized for a generation and have been
growing stcadily worse decade by decade. The* structure as it now
stands is ineíficiont; it is a poor instrument for rendering public
Service; and it thwarts democratic control. With such a planless
organization. good management is alniost impossible—a fact of
great importanco in the modorn world in which nothing can con­
tinué without good management, not even democracy.

A. Plan of Reorganization

To nicet these conditions and make and keep the Government
thoroughly up-to-date, we make four principal recommendations, as
follows:

1. Próvido for 12 major executive departments, by the addi-
tion to the existing 10 of a Department of Social Welfare and a
Department of Public Works.

2. Require and authorize the President to determine the ap-
propriate assighment to the 12 executive departments of all
operating administrativo agencies and fix upon the Executive
continuing responsibility and power for the maintenance of the
effectivo división of duties among the departments.

3. Equip the President with the essential modera arms of
management in budgeting, elliciency research, personnel, and
planning.

4. Revive and extend the principie of Executive accountability
to the Congress through the development of an effectivo inde-
pendent audit and report on fiscal transactions and through the
simplification of the confusing structure of the Government.

It is the purpose of these recommendations to make effectivo man­
agement possible by restoring the President to his proper place as
Chief Executive and giving him both a governmental structure that
can be managed and modern managerial agencies, and by restorin^
to the Congress effectivo legislativo control over the Executive. One
element of this program. that dealing with managerial agencies, has
been discussed above. As a part of other phases of this program
many minor changos will be required. These are discussed in the
following pages in connection with a fuller statement of our prin­
cipal recommendations concerning departmental reorganization.
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TWELVE MAJOR DEPARTMENTS

Any largo industrial or commercial enterpriso with plants, stores,
or Services scattered over a continent would, for the sake of good
management, organizo the business on the basis of the sepárate Serv­
ices, plants, or arcas. Each one of these divisions would then have
a manager, and there would be over all a president or general man­
ager who would direct the whole enterpriso, working through 8 to
10 executive assistants in accordance with the policios determined by
the stockholders and the board of directors. This is in general what
we propose for the Government of the United States, making allow-
ance for the differenccs in method and purpose of the Government
as a servant of the Nation.

No man can manage, coordínate, or control more than 100 sepárate
agencies, particularly when in some of thcm responsibility to the’
Cnief Executive is not definitely placed. The number of immediate
subordinates with whom an executive can deal effectively is limited.
Just as the hand can cover but a few keys on the piano, so there is
for management a limited span of control. In the Army this has
been said to be 3 subordinates; in business it has frcquently been set
at 5 or 6; and some students of government have placed the limit
at 10 or 12. Obviously the number is not the same for all work or
for all men, ñor can it be determinad mathematically. But one
thing is clcar: It should be the smallest possible number without
brínging together in any department activities which are unrelated
or in conílict with each other.

It is thus neccssary to determine what aro the new major fields of
activity of the National Government and to make a place for them.
These are disclosed in tlie multitude of new agencies and laws of the
pase 25 years. As we view them they seem to fall in five great cate-
gories: Public welfare, public works, public lending, conservation,
and business Controls. These are the great thrusts which have corno
to the surface in the last generation, not only in this country, but in
all countries, though in different ways. Ccrtain phases of these
activities may not be pormanent, but the major purposes are appar-
ently here to stay, and deserve appropriate departmental hornos.

Aii examination of the existing executive departments shows that
there is no adequato place in the present structure for two of these
new developments: Public welfare and public works. We therefore
recommond that new departments be set up by law to cover these two
fields. and that there be assigned to these departments by the Presi­
dent not only the appropriate new activities in these fields but also
the oíd activities closely related thereto. The remainder of the new
activities, which have to do with lending, regulating, and conserva­
tion may be assigned to existing departments without altering their
fundamental purposes.

In the case of conservation, however, it would seem desirable to
establish a Department of Conservation, which would take over most
of the activities of the present Department of Interior. The ñame
“conservation” should be among the departmental tilles because it
represents a major purpose of our Government today. We there­
fore recommend that the ñame of the Department of the Interior be
ehanged to Department of Conservation.
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Tn accordance with thcse recommendations. the operating divisions
of the Executive Branch of the Federal Government would be as
follows:
Pcpartment of State.
pepa rimen t of the Treasury.
Department of War.
Department of Justice.
post Office Department.
Pepartment oí the Navy.

Department of Conservation.
Department of Agriculture.
Department of Commerco.
Department of Labor.
Department of Social Wclfare.
Department of Public Works.

rI he establishment of thcse 12 great departments directly respon-
eiblein administration to (he Chief Executive in place of the present
jniilí¡tilde of independent, and at times conflicting, departments,
boards. commissions, administrations, authorities, corporations, com-

•mittees, and agencies will raake possi ble the more simple, more effec-
tive. more eflicient. more economical, and more democratically con-
trolled management of public affairs.

GENERAL PURPOSES OF THE DEPARTMENTS

The departments would have the following inajor purposes:
1. The Department of State.—

To advise the President with regard to foreign affairs.
To conduct International relations and have custody of docu­

mente of state.
2. The Department of the Treasury.—

To advise the President with regard to fiscal affairs and the
Congress on revenue bilis.

To handle the collcction of reve-núes. the administration of
crcdits and the debt, the settlement of claims, the making of
payments, the keeping of central accounts, and the procurement
of general supplies.

3. The Department of IFar.—
To advise the President with regard to military affairs.
To administer the military Services.

4. The Department of Justice.—
To givo legal advice to the President and to the heads of

executive departments.
To enforce the laws, particula-rly when special enforcement

agencies are not provided, represent the Government in court
proceedings. and cooperate in crime control with other Federal,
State, and local agencies.
The Post Office Department.—

To opérate the postal systein and its allied Services, and co­
operate with other departments in furnishing facilities for de­
central ized service and Information.

6. The Department of the Navy.—
To advise.the President with regard to naval affairs.
Tó administer the naval Services.

7. The Department of Conservation.—
To advise the President with regard to the protection and use

of the natural resources of the Nation and the public domain.
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To administer the public lands. parks, territorios, and reser-
vations, and enforce the conservation laws with regard to public
lands and mineral and water resources, except as otlierwise
assigned.

8. The Department of Agriculture.—
To adviso the President with regard to agriculture.
To conduct research on agrien¡tural problems; to continué

and develop relations with State and local governments in agri­
cultura! research, agricultural educación, and the conservation
and development of private lands and other resources affecting
the agricultural supplies of the Nation; and to enforce and
administer laws dealing with agriculture.

9. Th e Department of Commerce.—
To advise the President with regard to the problems of com-

merce and industry.
To deal with the problems of commercial and industrial pro-

duction and distribución, domestic and foreign; to carry on re­
search, collcct statistics, establish standards and prácticos, and
enforce laws with regard to manufacture, merchandising, com-
munication, and transportación.

10. The Department of Labor.—
To advise the President with regard to labor problems.
To conduct research on employment, wages, cost of living, and

working conditions; to handle labor relations and controversies:
to enforce labor laws; and to administer employment offices and
the Federal aspeets of Federal-State programa of social security
where right rather tlian need is the basis of payment to bene­
ficiarles.

11. The Department of Social ^Velfare.—
To advise the President with regard to social welfare.
To administer Federal health, educacional, and social activi-

ties; to conduct research in thcse íields; to administer Federal
grants, if any, for such purposes; to protect the consuiner; to
conduct the Federal aspeets of Federal-State programs of social
security where need is the basis of payment to beneficiarios; to
administer all Federal cleemosynary, correctivo, and penal insti-
tutions; and to administer probation and parole.

12. The Depart/ment of Public IKorles.—
To advise the President with regard to public works.
To design, construct, and maintain large-scalc public works

which are not incidental to the normal work of other depart­
ments, except as their agent on request; to administer Federal
grants, if any, to State or local governments or other agencies
for construcción purposes: and to gather information with re­
gard to public works standards tbroughout the Nation.

We shall not attempt to assign to each of these 12 departments
particular establishments, agencies, and bureaus. To do so, we are
persuaded, would be to undertake an executive task which should be
perforined Only by the Executive, on the basis of careful research and
discussions with those most intimately involved, after the enaetment
by the Congress of a law setting up for his guidance the general
departmental structure.
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The niajor dcpartmental st niel uro which we have suggesfed is
designed to accommodate nll oí (he existing activities of the Govern­
ment without. determining whether they are temporary or permanent.
What activities the Government is to carry on is not a question of
organization or a problem for this Committee, but for the Congress
and the Prcsident, and should be settled primarily through the
Budget. It should nonctheless be noted that the general depart-
ments here recommended will not be affected seriously by the aban-
donment of all of the so-called “cmergency” activities such as relief,
resettloment, reconstrucción, íinance, etc. As long as we go forward
with social security, added to the established activities, we shall need
the 12 departments here suggested.

We do not wish to imply, nowover, that this plan of department ali-
zation is in our judgment a final or permanent pattorn. The number,
the titles, and the content of the departments must of nccessity chango
froin time to time to íit the activities of the Government.

There are those who believe that “emergency” activities should not
be brought into the recommended departmental set-up. They fear
that to do so would constituí o an acceptance by the Federal Govern­
ment of rcsponsibility for the continuation of a function, and that
the discontinuance of the work would tlius be made far more diílicult.
We aro led to the contrary view. The inclusión of temporary and
cmergency activities within departments, where they are brought into
juxtaposition with established related Services and under the surveil-
lanco of the regular managerial agencies for which we have provided,
will, we think, subject them to a greater pressure for discontinuance
than if they are left to themselves. As a matter of fact, demobiliza-
tion is carried on by the overhead, not by the staíf, and can be more
vigorous when the overhead is permanent, as in a department, and
is not itself marked for extinction. Moreover, there is the great diíli-
culty of determining what is and what is not temporary, and what to
do with temporary activities while we are waiting for them to pass.
We have no nesitation, thorefore. in recommending that every activ-
ity and ageney be brought within a department, whether it is
intended to continuo, to modify, or to abandon it. Any other solu-
tion is uncertain and unsatisfactory.

B. Continuing Execütive Resfonsibility for Efficient
Oroaxization

The división of work for its effective performance is a part of the
task of doing that work. Under changing conditions, and conditions
are always changing, public policy and emeieney require a continua!
chango in the división of work of government, that is, in its organiza­
tion. Under the circumstances it seems clear that the Execütive
should always be held responsible not alone for the management of
the execütive departments, but also for the división of work among
the niajor departments. To render the Execütive truly responsible
for administration and its efficicncy, he must be required to accept
the rcsponsibility for the continuous administrativo reorganizaron
of the Government.

The duty of the Congress in reorganization is discharged by the
determination of the broad outlines of reorganization, through the
creation of the execütive departments and the adoption of the general 
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policy that all administrativo operating agencies shall be brought.
within (hese largo execütive departments. This places in the Con­
gress the settlement of broad policy, and on the Prcsident the execu-
tive task of reorganization in accordance with this policy. This
retains in the hands of the Congress not only complete control over
the things which are to be done by Government, that. is, over policy
but also, first, the opportunity to review the eíTcctivcncss of the reor­
ganization each year when the Budget comes before it; second, the
means for holding the Execütive accountable through the indopend-
ent audit; and, third, the continuing opportunity and duty of inves-
tigating those phases of government and administration which the
Congress or the public feel are in need of review.

The work of reorganization is a continuing task growing out of
and intimately related to the day-to-day work of the execütive agen­
cies. It is a task that cannot be done once and for all. It will
require continuing attention. The assignment of the multitude of
present activities to appropriate departments is not something which
can be carried out ruthlessly on a Wholesale blue-print basis without
doing sorious damage to the work and without destroying execütive
rcsponsibility. In each instance the reorganization of the work will
require careful rosearch as to functions, processes, objeets, and per-
sonnel, and the arrangements in each particular case will require not
only advance consideration but experimental adjustment. In other
words, the task of reorganization is inhcrently execütive in character
and must be entrusted to the Execütive as a continuing
rcsponsibility.

In carrying out the task of continuous administrativo reorganiza­
tion of the Government to meet changing needs and situations, the
Prcsident will require careful and expert attention to organizational
problems and proposed changos of organization, not only by the de­
partments themselves but by the managerial agencies dii*ectly under
the Prcsident. Each department should be required to givo con­
tinuous attention to internal problems of organization and to take
the initiative in proposing changos in cases requiring action by the
Prcsident. The Burean of the Budget, as a managerial ann of the
Pivsident, should investígate broader problems of organization
which aífect two or more departments and should render expert
infórmation and advice to the President upon proposed changos.
It should also render expert assistance to the departments upon
their organizational problems and should have authority to conduct
invesiigations upon its own initiative. When new activities are to
be undertaken, or oíd activities are to be liquidated or reduced, the
Burean of the Budget should investígate all aspeets of the proposed
changos. The central managerial agencies dealing with personnel
and planning will also be able to givo expert assistance and advice to
the President upon the administrativo organization of the Govern­
ment. The best Information and knowledge within the Government
should be at the command of the President in carrying out his
rcsponsibility for eílicient organization.
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THE DYNAMICS OF ORGANIZATION

Government is a going concern, not astatic institution. Each
activity thercforo has its period oí initiation and development. its
period of normal opera!ion, and in somc cases also its period of
decline and liquidation. While this does not chango the principies
of organization, it does altor profoundly their application in indi­
vidual cases.

New activitios should be organized rather completely on the basis
of purpose so that that purpose may be the central driving forcé of
the organiza! ion. They should be freed from interference by depart­
ments organized on tho basis of process. They should also be given
virtually completo freedom, or extensivo autonomy, within existing
departments. In the nature of the case, new purposes cannot be car-
ried out without broad freedom to experiment. To tie a totally new
activity either to the regular burean pattern or to the regular Con­
trols may dcfeat its purpose entirely.

When, however, an activity is organized, its maior policies estab-
lislied, its purposes acceptea and understood, and its work in the
main placed upon a routine basis, then tho time has come to bring
the activity into tho normal structure of organization and under tho
normal Controls. To do so will not endanger the objectives of the
organization as such, ñor hinder its work, but will rather increase its
eíliciency, improve not only its own work but also the whole work of
government through bettor coordination, and ronder it more truly
subject to democratic control.

Particular attention needs to be given lo the period of decline and
liquidación because departments and bureaus liko to keep t he m se Ives
ahve and because they and the pressure groups back of them aro
incapable of estimating their valué. There is among governmental
agencies great need for a coronel* to pronounce them dead, and for
an undertaker to dispose of the remains. Both of these processes are
advanced when agencies approaching discontinuance are deprived of
their independent status by being brought into large departments
and are made subject to the regular Controls through the budget,
central accounting, and personnel administration.

It must be remembered that no organization of so complicated a
nature and endowed with so many traditions as the Federal Govern­
ment can be strictly logical. Good Service will require the continua-
tion also of many divisions, particularly in regional arcas, containing
work processes which duplícate processes in other agencies national
in scopé. Such conditions will require careful consideración from
time to time, and the mutual cooperation of the departments con­
cerned.

Government, is a human institution. It is made up of men and
women who work together in groups to protect and to serve other
men, women, and children scattered over a great continent. It is
human throughout; it rests not only on formal arrangement, skill,
and numbers, but oven more upon altitudes, enthusiasms, and loy-
alty. It is certainly not a machine, which can be taken apart, rede-
signed, and put together again on the basis of mechanical laws. It is
moro akin to a living organism. The rcorganization of the Govern­
ment is not a mechanical task. It is a human task and must be ap- 
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proached as a problem of mótale and personnel fully as much as a
task of logic and management.

It must be recognized also that a nice blueprint, an attractivo-
looking chart, is not the end of rcorganization. Engineers, account-
ants, and eíliciency experts have at times led the public to believe
that a neat-looking organization chart means good government in
fact. What we want is not a streamlined, chromium-trimmed gov­
ernment that looks well in the advertisement, but ono that will
actual ¡y del i ver the goods in practico. The whole basis of reorgan­
izaron must not be superficial appearance but the integrity of the
social Services underneath, which are the end of government.

SOME AGENCIES MAY BE GIVEN SEMI-AUTONOMOÜS STATUS WITHIN
DEPARTMENTS

More flexibility in the intemal structure of departments is needed
to meet the present requirements of good administration. Somc of
tho existing independent agencies should be accorded a degree of
independence within the department to which they are assigned,
instead of being reduced to bureau status.

In the assignment of now independent agencies to the departments,
those which require a degree of independence from the normal de-
partmental control in any particular because of their nature or stage
of development should be accorded a semi-autonomous status within
the departments by the terms of the Executive order which establishes
their status. In some instances a large and important independent
establishment would be placed under the Sccretary of a department
only, tp enable tho Sccretary to coordínate its broad policies with
thósé of other agencies in a related functional íield also reporting
to hini. In other respeets it would remain quite independent. An-
other ageney might be placed under the department for the solé
purpose of reporting to the Secretary. In other respeets it would
remain quite independent. Still another ageney might be placed
under the department not only for the purpose of reporting through
the Secretary, as in the instance mentioned, but the department also
would carry on for it its housekeeping functions, such as budgeting,
supplies, personnel. etc., so as to avoid duplication and unnecessary
expense. Still other agencies now independent are so small or so
narrowly routinized in purpose and process that they might be assim-
ilated into the body of the department itself as a burean.

By rccognizing this principie of semi-autonomous status within
the departments for certain activities that should be continued with
a large degree of independence as unified operations, the advantages
of a more orderlv organization may be realized and at the same time
the deadening eífeets of a too rigid bureaucratic scheme avoided.

C. DepxUttmental Organization

It has been the task of this Conunittee to investígate the problems
of administra ti ve organization and management at the central or
over-all leve!. We have not included within our studies any detailed
inquiry into the internal organization and management of the execu­
tive departments. The problem is different for each department.
Elsewhere wc have pointed out that departments should give con- 
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iimious attention to the problem of internal organization, making the
revisión» from time to tune which experience indícales are necessary
(o the efficiont conduct of their work and to the Service of the public.
Constant attention should be given not only to the organization at
Washington, but also to the field organization.

There are, however, certain aspecto of departamental organization
which are coinmon to all departments and, indeed, to the Government
as a whole. Upon these aspects we offer some brief recommendations.

It is essential to provide for direction and control of the work of
each department by a sin a 11 number of policy-determining officers at
the head. These officers inelude the secretary of the department,
assisted by an under secretary and two or more assistant secretaries.
It is of the essence of democratic government that these officers be
seleeted by the Administration in office.

The duties of these policy officers are primarily the consideraron
and adoption of broad policies and the representaron of the depart­
ment in its relat-ions with other departments, with the President, with
Congress, and with the general public. They should be freed of de-
tailed administrativo duties, for which they are not usually equipped,
and their timo should be released for the consideration of depart­
mental policies and programs.

The secretary of a department, as the chief executive of a largo
organization, requires the assistance of a small number of executive
a ides. In prívate organization this nced is well recognized. In
government tho need is even greater. The Secretary should select
his own aides, choosing them from within or from without the civil
Service. Persons from the career Service should be free to accept such
appointment, but should retain their civil-service status and security
of position in the Service. In addition, every department should
have a liberal contingent finid for tho temporary employment of
specialists to assist in solving particular problems.

The management of each of the executive departments of the Fed­
eral Government is a task of great importance. Several of the
departments would rank with the very largest prívate corporations
in size and complexity. Practically all of them engage in activities
which, becauso of their variety and importance to society, present
vastly more difficult problems of management t-han even the largest of
our prívate concerns.

With the development of central or over-all management? of tho
Government, it is equally important to develop within each depart­
ment corresponding facilities for administrativo management. This
requires the development of managerial agencies under the secretary
dealing with such matters as finance, personnel, and planning, and
centralized institutional Services for legal advice, supplies, records,
correspondence, and Information. A number of the executive de­
partments have mude notable advances in this direction.

These managerial and institutional agencies should be under the
direction of a single executive officer, who should be a career official.
He would be seleeted by the secretary of the department from the
career Service, to which he would return upon the termination of his
assignment. In the executive officer would be centered the authority
and responsibility under the direction of the secretary for tho devel­
opment of administrativo management within the department. This 
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position would correspond to tho manager of a great Corporation.
It would be the highest managerial position in tho career Service of
the Government.

D. The Independent Regulatory Commissions

Beginning with the Interstate Commerce Commission in 1887, the
Congress has set up more than a. dozen independent regulatory com­
missions to exercise the control o ver commerce and Business necessary
to the orderly conduct of the Nation’s economic life. These com­
missions have been the result of legislativo groping rather than the
pursuit of a consistent policy. This is shown by the wide variety in
their structure and functions and also by the fact that just as fre-
quently the Congress has given regulatory functions of the same
kind to the regular executive departments.

These independent commissions have been given broad powers to
explore, formúlate, and administer policies of reguhition; they hayo
been given the task of investigating and prosecuting Business mis-
conduct; they have been given powers, similar to those exercised by
courts of law, to pass in concrete cases upon the rights and liabilities
of individuáis under the statutes. They are in rcality miniature inde­
pendent governments set up to deal with the railroad problem, the
Banking problem, or the radio problem. They constitute a headless
“fourth branch” of the Government, a haphazard deposit of irre-
spoiisiblc agencies and uncoordinatcd powers. They do violcnce to
the basic theory of the American Constitution that there should be
three major branches of tho Government and only three. The Con­
gress has found no effective way of supervising them, they cannot be
controljed by the President, and they are -answerable to the courts only
in respect to the legality of their activities.

MIXTURE OF EXECUTIVE AND JUDICIAL FUNCTIONS

The independent regulatory commissions create a confusing and
difficult situation in the field of national administration. There is a
conflict. of principie involved in their make-up and functions. They
suffer from an internal inconsistoncy, an imsoundness of basic theory.
This is because thy are vested with duties of administration and policy
determination with respect to which they ought to be clearly and
effectively responsiblc to the President, and at the same time they
are given important judicial work in the doing of which they ought
to be wholly independent of Executive control. In fact, the bulk
of regulatory commission work involves the application of legislativo
“standards” of conduct to concrete cases, a function at once discre-
tionary and judicial and demanding. therefore, both responsibility
and independence.

The evds rcsultiii" from (his confusión of principies are insidious
and far-rcaching. In the first place, governmental powers of great
importance are being exercised under conditions of virtual irresponsi-
bility. We speak oí the ‘‘•.independent” regulatory commissions. It
would be more accurate to cali them the “irresponsible” regulatory
commissions, for they are arcas of unaccountabihty. It is not enough
to point out that these irresponsible commissions have of their own
volition been honest and competent. Power without responsibility
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has no plací* in a govermnent based on the thcory of democratic con­
trol, for responsibility is the people’s only weapon, their only insur-
anee against abuse of power.

But though the coinmissions enjoy power without responsibility,
they also lea ve the President with responsibility without power.
Placed by the Conslitution at the head of a unified and centralized
Exeeutive Branch, and charged with the duty to see that the laws
are faithfully executed, lie musí detour around powerful administra­
tive agencies which are in no way subjcct to his authority and which
are, therefore, both actual and potential obstructions to his effcctive
over-all management of national administration. The coinmissions
produce confusión, conílict, and incoherence in the formulation and
in the execution of the Presidentas policies. Not only by constitu­
cional theory, but by the steady and mounting insistence of public
opinión, the President. is held responsible for the wise and emcient
management -of the Exeeutive Branch of the Government. The peo-
pie look to him for leadership. And yet we whittle away the eíl’cc-
tive control essential to that leadership by parceling out to a dozen or
more irresponsible agencies important powers of policy and adminis-
t rat ion.

At the same time the independent commission is obliged to carry
on judicial functions under conditions which threaten the impartial
performance of that judicial work. The discretionary work of the
administrator is merged with that of the judge. Pressures and influ-
ences properly enough directed toward oílicers responsible for formu­
la! ing and administering policy constituía an unwholesome atinos-
phere in which to adjudícate prívate rights. But the mixed duties of
the coinmissions render escape from these subversivo influences
iinpossible.

Furthermore, the same men are obliged to serve, both as prosecutors
and as judges. This not only undennines judicial fairness; it weak-
ens public coníidence in that fairness. Commission decisions affect-
ing prívate rights and conduct lie under the suspicion of being
rationalizations of the preliminary findings which the commission, in
the role of prosecutor, presented to itself.

The independent commission, in short, provides the proper wórk-
ing conditions neither for administration ñor for adjudication. It
fails to provide responsibility for the firet; it does not provide com­
plete independence for the second.

THE ADMINISTRATIVE PROBLEM

The independent coinmissions present a serious immediate problem.
No administrative reorganization worthy of the ñame can lea ve hang-
ing in the air more than a dozen powerful, irresponsible agencies free
to determine, policy and administer law. Any program to restore óur
constitutional ideal of a fully coordinated Exeeutive Branch respon­
sible to the President must bring within the reach of that responsible
control all work done by these independent coinmissions which is not
judicial in natui*e. That challenge cannot be ignored.

At the same time, the coinmissions present a long-range problem
of equal or even greater seriousness. This is because we keep on
creating them. Congress is always tempted to turn each new regu-
latory function over to a new independent commission. This is not 
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only following the line of Icast resistance; it is also following a 50-
year-old tradition. The multipl i catión of these agencies cannot fail
to obstruct theeffective over-all management of the Exeeutive Branch
of the Government almost in geometric vatio to their numbor. At the
present rato we shaII have 40 to 50 of them within a decade. Every
bit of exeeutive and administrativo authority which they enjoy
means a relativo weakening of the President, in whom, according to
the Conslitution, “the exeeutive Power shall be vested.” As they
grow in numbor his stature is bound to diminish. He w*ill no longer
be in reality the Exeeutive. but only ono of many executives, thread-
ing his way around obstados which he has no power to overeóme.

We have watched the growth of boards and coinmissions trans-
fonn the exeeutive branches of our State governments into grotesque
agglomerations of independent and irresponsible units, bogged by
the weight and confusión of the whole crazy structure. The same
tendeney in national administration will bring the same disastrous
results. That tendeney should be stopped.

It is imperativo that we discover some technique or principie by
whicji the work dono by our present rcgulatory coinmissions, to-
gether with sueh new rcgulatory tasks as arise in the futura, may be
handled without the loss of responsibility for policy and adminis­
tration and without the undermining of judicial neutrality. Is thero
not some way to retain the major advantages that the coinmissions
aim to secure and, at the same time, to get vid of their basic un-
soundness?

REDISTRIBUTION OF FDNCTIONS

The following proposal is put forward as a possible solution of
the independent commission problem, present and futuro. Under
this proposed plan the regulatory ageney would be set up. not in ji
governmental vacuuin outside the exeeutive departments, but within
a department. There it would be divided into an administrative sec-
tion and a judicial section. The administrative section would be a
regular burean or división in the department, headed by a chief with
cai^pr tenure and staífed under civil-service regulations. It would be
directly responsible to the Secretary and through him to the Presi­
dent. The judicial section, on the other hand, would be “in” the
department only for purposes of “administrative housekeeping”, sueh
as the budget, general personnel administration, and matéricl. It
would be wholly independent of the department and the President
with respect to its work and its decisions. Its members would be
appointed by the President with the approval of the Señale for long.
staggered terms and would be removable only for causes stated in
the statute.

The división of work between the two, sections would be rela-
tively simple. The first procedural stops in the regulatory process
as now carricd on by the independent coinmissions would go to the
administrative section. It would formúlate rules, initiate action, in­
vestígate complaints, hold preliminary hearings, and by a process of
sifting and selcction prepare the formal record of cases which is
now prepared in practico by the staffs of the coinmissions. It would,
of course, do all the purely administrative or sublegislative work
now done by the coinmissions—in short all the work which is not
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easentiidly judicial in natura. The judicial section would sit as an
impartía!, independent body to inake decisions affecting the public
interest and prívate rights upon the basis of the récords and findings
presented to it by the administrativo section. In certain types of
cases where the volunte of business is largo and quick and routine
aetion is necessary, the administrativo section itself should in the first
instnnce decide the cases and issue orders, and the judicial section
should sit as an appellato body to which such decisions could be
appealed 011 questions of law.

This proposed plan meets squaraly the problems presented by the
independent commissions. It erantes effective responsibility for the
administrativo and policy-determining aspeets of the regulatory job
and, at the samo time, guarantees the complete independence and
neutrality for that parí of the work which must be performed after
the manner of a court. It facilítales and strengthens administrativo
management without lessening judicial independence.

The plan has, furthermore. the great advantage of adaptability to
varying conditions. With the administrativo and judicial sections
under the roof of the same department, the details oí their organiza­
ron could be worked out experimentally by Executive order. The
precise división of labor betwéen them could also be readily modiíied
¡n the light of experience, and the shifting of a function from one
section to the other would not raise the major jurisdictional contro-
versies that sometimos resille from proposals to altor the status or
duties of an independent commission.

Furthermore, tlie principie of the plan does not have to be applied
with exact uniformity to every commission. The, requirement and
iiresent prácticos of each commission may be taken into consideration
ni carrymg out this principie.

There is nothing essentially novel or startling about the proposed
plan. There are numerous precedents and analogies which refute the
suggestion that it is revohitionary or dangerous.

In tho first place, we should remember that for 30 years important
regulatory functions have been carried on by the executive depart-
nients. The powers of the Secreta ry of Agricultura under the
Packers and Stockyards Act are essentially the same in natura and
importance as those of the regulatory commissions. And there laro
over ‘20 regulatorv laws similarly administered. By conimon consent
the departments nave done this work well. And yet under this ar-
rangement the judicial phases of the regulatory process, involving
important rights of property, are handled by politically responsible,
policy-determining ofiicials, a system far mora open to attack than
tho proposed plan which carefully places the adjudication of prívate
rights in an independent judicial section.

In the second place, the idea of giving those phases of the ad­
ministrativo process which involve policy and discretion to a different
ageney from that which issues orders or makes decisions after the
manner of a court is a very oíd one. We find this principie working
comfortably in our legislativo courts, such as the Customs Court and
tho Court of Claims, or in that pseudo court, the Board of Tax
Appeals. These bodies decide cases original ing in the process of
auininistration and presented to them by administrativo officers. It
is truc that they are not handling cases which ara precisely the same
as those Corning befóte our regulatory commissions, but they .are 
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established as they are in order that the functions of administraron
need not be imposed upon tho ofiicials who are charged with the
adjudication of prívate rights and the public interest. This same
segrega ti on of function lies at the heart of the proposed plan.

A groping after the saíne principie, is found, in the t-hird place,
in those departments and agencies in which have beon set up appel-
late bodies. judicializcd in varying degrees. which sift and review
the preliniinary decisions and orders of administrativo officers. This
device has long been in oporation in the Patent Office, the Tmmigra-
tion and Naturalization Service, the Veterana’ Administration, the
Treasury, and elsewhere. Hete again we recognize the desirability
of separating the task of ultímate decisions upon prívate rights from
the preliniinary stops in which there is a largor element of admin-
istrative discretion.

Finally, a cióse scrutiny of the way in which the moro important
regulatory commissions handle their work indicates that the divi­
sión of functions between the proposed administrativo and judicial
sections is merely a formalizing by statutory enaetment of the divi­
sión of labor that has already been set- up within the commissions
them.selves. In nearly every case the commissioners devote the major
part of their time and enorgy to the deciding of cases and the issu-
ance of orders on the basis of the records.and findíngs prepared by
the examiners. attornevs, and other officers making up the commis-
sion’s staff. The división of labor is, of course, very rough and ten­
tativo, and there is no corresponding división of responsibility be­
tween the commissioners and their subordinates. But the fact that
that división of labor has emerged, not under any legal compulsión,
but because it has proved a normal and convenient method of getting
the commission’s work done, is significant for our prosent purposes.

The process of setting the proposed plan in mol ion would in a
sense be merely the following of a path already roughly pricked
out. The present commissioners as a body would assume the status
of a judicial section. The present staff of the commission under
a. responsible adininistrative chief could, with a mínimum of disrup-
tion, be molded into an administrativo section. It is difficult to see
how the transición could be very disturbing or why the plan should
not work smoothly and efficiently.

E. Government Corporations

The Government Corporation is a useful and eflicient means of
carrying out powers granted the Federal Government under the
Constitution. It has proved to be an effective device not only for
emergeney purposes but for the continuing operation of a variety
of economic Services. Its peculiar valué lies in freedom of operation,
flexibility, business efficiency, and opportunity for experimentation.

The advantages, however, raise unusual problems in the realm of
administrative management. Special forros of supervisión and con­
trol are needed to preserve these valúes and at the same time to
insure that they are utilized in the public interest. The supervisory
techniques must be suitable to the corporate form but must insure
eflicient operation, public accountability, responsiveness to popular
will, and mtegration with the wholo task of executive responsibility
for management.
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Considerable varicty is found in many aspects of these special in-
stnnnentnlities. No one simple formula will produce the desired
result of adequate supervisión in a group of agencies that differ
so widoly in their purpose, powers, organization, and structure. Be-
foro installing appropriatc Controls careful analysis of the various
typos is neeiled to determine the reasons for their creation, the
method of their formation, and the varying degrees of Government
participation they require. In no event should these Controls be
of a nature to inhibit the esseníial valúes of the corporate device
which were the original justification for its adoption.

PURPOSE OF THE CORPORATION

The corporate device presen ts factors of flexibility and business
cfliciency not often obtainable under the typical burean form of or­
ganización. Corporations are generally expected to be self-support-
ing enterprises and to be no burden upon the Treasury, even in cases
where it has subscribed to their initial capital. They usually have the
right to borrow on their own obligations and to use the income de-
rived from charges for their Services for payment of their neccs-
sary expenses. Freedom from the necessity of appropriations carries
with it freedom from various governmental Controls and restrictions,
such as budget procedures; personnel regulations governing appoint-
ment, discharge, and compensation; and various governmental rules
regarding purchase, travel, space, and property. Ordinarily they
devise their own systems of accounts, and, within the limits of their
enabling statutes, may incur obligations and settle claims.

Citizens, particularly when they particípate in their ownership,
are more inclined to expect businesslifce procedures from corporations
than from direct Government activity. Corporations have demon-
strated their business cfliciency in such fields as the making and col-
lection of loans. the management of property, and the operation of
transportaron lacilities. They can be held responsible for an entiro
result by the accomplishments reflectad in their annual reporta and
balance sheets rather than by a minute scrutiny of their detailed
transactions.

The Corporation makes possible participation by prívate interests
in the ownership of a Federal instrumentality. In the Federal land
banks, for example, the Government subscribed the original capital
stock but with the expectat ion. that prívate ownership would be
substitutcd for the Government investmcnt.

The Corporation affords considerable opportunitv for regional
decentralization and local autonomy. Authority and responsibility
can be devolved upon patrons by representation on regional boards.
In a Nation so large and varied in its natural conditions and habit
patterns. this device brings into play a mechanism which can respond
to a regional necd more adequately than conventional governmental
forros. Its regional boundaries need not coincido with political areas
but can confonn to economic and social factors of homogeneity rele­
va nt to its purposes. These purposes can be unitary, such as pro vi d-
ing horne loans or farin loans. The Tennessee Valley Authority has
demonstratcd that they can be múltiple in the broad field of regional
development, including such varied elementa as river control, con-
servatíon, power production and transmission, and national defense. 
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So broad a program affecte every aspect of regional welfaro and
governmental activity for its advanccment.

The corporate form pro vides a particularly convenient means for
achieving various degrees of limitation of sovercign immunity when
the Federal Government undertakes to tostar busmess-like activities
in fields it may properly enter. A Federal Corporation can be spcciíi-
cally authorized to pay State taxes. to sue and be sued in State or in
Federal courts, and by appropriatc legislation can be mado subject
to certain State laws that have referencc to its particular actiríties.

By the use of self-sustaining business corporations, it is frequently
possible for the Government to próvido an economic Service of
national importanco without ontcring directly into business itsclf,
theréby obviating additional burdens on the Federal Treasury.

The use of the corporate deríce is by no means new. Since 1791,
when the Congress authorized the creation of the first Bank of the
United States, the Federal Government has frequently used corpo­
rate devices to caiTy out its powers under the Constitution. It has
become a well-established doctrine since the case of McCulloch v.
Maryland that the creation of a Corporation is within the power of
i he Congress. As Chief Justice Marshall said, “The Government
which has a right to do an act, and has imposed on it the duty of
performing that act, must, according to the dictatcs of rcason, be
allowed to select the means * * The history of the establish-
ment of Government corporations indicates that thosc of a perma-
nent nature have been for the most part financial and banldng insti-
tutions established under the fiscal powers of the Congress. Author­
ity for the creation of most of the other Federal corporations has
been derived from the war power or from the power to regúlate
interstate commerce. Most Federal corporations have been author­
ized during periods of national emergeney, such as economic depres-
sions and wars. The employment of the corporate device was greatly
increased during the World War, and since the beginning of the
depression in 1929 there has been an unprecedentcd expansión in
its use.

“business” and “goxtrnmental” corporations

For convenience in describing the various kinds of Government
corporations and to determine the appropriatc degrees and kinds of
governmental supervisión, they may be divided into two broad cate-
gories: Federal “business corporations” and Federal “governmental
corporations.”

Federal “business corporations” is the term used here to desígnate
corporations which are federally chartered and in which prívate
rights are represented by stock ownership and board representation.
These corporations are usually authorized as a permanent national
system and have been engaged pincipally in the field of banking and
credit. The introduction of prívate ownership and. representation
creates an element of contractual relationship which necessarily
limits subsequent arbitrary rearrangements of their fiscal and board
structures by the Government. The statutes authorizing their crea­
tion usually confine their operations to a unitary purpose and de­
scribe their organization, powers, and relationships in considerable
detail. As of October 1, 193G, there were alinost 14,000 Federal
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business corporations, in contrast to about 90 Federal governmental
corporations.

Federal business corporations are usually institutions serving
either a local community or a región. The localized group ineludes
national banks (numbering 5,374), national farm loan associations
(«5,028), Federal credit unions (1,739), and joint-stock land banks,
in liquidation (47). Federal savings and loan associations (1.183).
and production credit associations (554). There are 72 examples oí
the regionalized type, all operating m the field of banking and credit.
They inelude the 12 Federal Reservo banks, the 12 Federal Homo
Loan banks, and the 48 regional business corporations in the 12 farm
credit distriets—1 to a district, inchiding the Federal Land banks.

Federal “governmental corporations” is the term used here to desíg­
nate corporations (whether incorporated under Federal or State
charter) which are rederally owned and controlled. In these organ-
izations a majority of the stock is owned by the United States and
no memberof the board of directors is elccted or appointed by privare
interests.

Governmental corporations number about 90. Certain of them
wero incorporated under State charters during the World War and
are now inactive. Others wero created during the present emergeney
to carry on emergeney relicf work or construcción programs of vari­
ous kinds. The Commodity Credit Corporation and the Federal
Surplus Commodities Corporation are examples of Chis emergeney
type. There are certain oidor operating Services under State charter,
such as the Panama Railroad and the Alaska Railroad. The Inland
Waterways Corporation was created under Federal charter. The
largest- and most important corporations of the governmental type,
however, wero federally chartered by the Congress during the present
emergeney. They receive a large mensure of Trcasury assistance
by way oí capital, loan funds, guaranty of obligations, or direct ap-
propriations. Of these, the Reconstrucción Finance Corporation,
Home Owners* Loan Corporation, Federal Deposit Insurance Cor­
poration, and Federal Farm Mortgage Corporation are lending or
financia! agencies headquartered in Washington. The Tennessee
Val ley Authority is operating from a central headquarters in its own
región.

CIIARTERING AND SUPERVISION

Federal business corporations are, as a rule, chartered by a super­
visory ageney provided for in the enabling statute, which ageney is
usually authorized also to examine and regúlate their operations.
Supervisory agencies vary in form. They may be bureaos under
regular departments. such as the Comptrollor of Che Currency in
the Treasury (national banks); they may be independent establish-
ments hended by boards, such as Che Federal Home Loan Bank
Board; they may be independent establishments under single ad-
ininistrators, such as the Governor of the Farm Credit Admin­
istración.

Governmental corporations, such as the Reconstrucción Finance
Corporation and Che Home Owners’ Loan Corporation, were char­
tered by the Congress and report directly to the President without
the intervención of a supervisory ageney. In some cases the Con­
gress has spcciíically authorized purchase of a State Corporation or 
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incorporation under State laws. In times of war and other national
emergeney, corporations have been chartered under the laws of the
severa! States by executive officers of the Government to further
some activity authorized by legislación.

There are great advantages m certainty of operación if the Fed­
eral charter is used wherever ppssible. There is gravo question as
to the advisability of the continued use of State charters by the
Federal Government and further study of Chis problem is recom-
mended. There is reason to believe Chat unnecessary conílicts of
State and Federal jurisdicción are engendered and Chat the use of
the State charters threatens the Federal Govermnent with the im-
pairment or destruction of its control over its instrument in the face
of State hostility. Considerable nnccrtainty and litigación have
undoubtedly avisen in tlús connection.

Federal laws which authorize officers of the Government to char­
ter corporations usually limit the general purposes or fields of
activity in which it is intended that the Corporation should opérate
but give wide powers to the Corporation to enable it to accomplish
its purposes. As stated above, supervisión by special governmental
agencies is provided as a safeguard. This general practice should
be followed wherever possible.

Governmental corporations and various supervisory agencies over
business corporations have frequently been set up as independent
establishments detached from the regular departments and under
full-time salaried boards of directors hanng overlapping terms.
There are some strong points in favor of maintaining the sepárate
identity of these agencies. Their independence, however, has been
extended to a point where the task of the President is once again
made more burdensome. Agencies of this type should not be ex-
cepted from a general plan to reduce the number of linos of direct
contact with the Chief Executive. To preserve the advantages of
independent identity. some kind of senn-autonomous status in the
regular departments is desirable.

In the case of governmental corporations, various degrees of over-
all management Controls are justiíiable, and the President should be
authorized to apply them as may be necessary. Though these cor­
porations require a certain degree of freedom and ílexibility, they
may in many instanccs have much to gain by the use of central
budget. accounting, personnel, audit, and other Services. It should be
within the power of the President to see that these Services are appro-
priately applied in each case.

RECOAIMENDATION S

Our recomendations on Federal corporations may be summarized
as follows:

1. “Business corporations” should be placed under special
supervisory agencies to be set up in appropriate departments of
the Government to give continuous and careful scrutiny to their
aífairs. These agencies should be provided with the special
equipment and staff necessary to supervise conipetently the par­
ticular field in which the corporations opérate.

2. Each “governmental Corporation” should also be placed
under a supervisory ageney in an appropriate depart-ment. In
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addi (ion, ibero should be continuing authority in the President
to place such corporalions under civil Service, under other rules
regarding personuel, and to apply such over-all governmental
Controls as may be found advisabíe in each case in the fields of
budgeting, accounting, audit, and the issuance of obligations.

3. When it is desi rabie to preserve the independence of the
supervisory agency, it should be given semi-autonomous status in
a department. The singlo responsible administrator at the head
of a supervisory agency is preferable to the board fonn. The
head of the supervisory agency should appoint the boards of
directors of corporations in the case of boards which have gov-
erninent representation. If heads of supervisory agencies are to
exercise an independent review of corporate activities, they
should not be directors of corporations they supervise.

4. The boards of directors of corporations in turn should not
attempt to divide management work among themselves, but
should assign the task of corporate administration to a president
or general manager who reports to them. Interdepartmental
committees in charge of corporate activities have not been suc-
cessful and should be avoided. Responsibility is either assumed
by ono department or is entirely cliíTused. Ex-oílicio designa­
ron of specific public oílicers as board members is undesirablo
and should be discontinued.

With theso safeguards we are convinced that the corporate form
can continuo to be uscd as a valuable instrument in effectuating
public policy.

Reorganization and Administrattve Management

Modern management under responsible leadership is the keynote
of the reorganization herein recommended. This is to be achieved
through placing all administrativo agencies under 12 major depart­
ments. Theso departments may be set up by the Congress and all
of the administrativo work of the various agencies of the Govern­
ment brought into them or into the three managerial agencies of
the President by Executive order, after careful examination of their
work, their needs, and their personuel. The responsibility for main-
taining continuously an efficient and manageable organizaron within
the framowork of the broad policios outlined by the Congress is
to be placed directly upon the President, since it is a continuing
Executivo function. The Executivo should be given the essential
tools for modern administrativo management and at the same time
should be mado more effectivelv accountable to the Congress.

In this reorganization of the Government every administrativo
activity should be set up with a single responsible head. Boards
should not be burdened with administration, but should be continued
for advisory, corporate, and quasi-judicial purposes. This* would
require the separation of the administrativo and judicial functions
of the independent regulatory agencies. Their administrativo work
would be transferred to a regular department and the board or com-
mission would be continued within the department to deal with the
judicial work.

All Government corporations should likewise be brought under
supervisión and control through transfer into regular departments. 
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They should be established (herein as semi-autqnomous divisions,
with extensión to them of such budgetary, tinancial, and personuel
supervisión or control as may be appropriato in any given case.

With the en trance into the departments of the multitude of
agencies now íloating around or loosely independent, the departments
themselves will require internal reorganization. It is suggeslcd
that the departments should follow the general pattern recommended
for the Government as a whole. Each department should have at its
head a Member of the Cabinet. Working under him in policy posts
therc would be a small number of men of his own selection, and a
group of technical advisers. The operation of the department would
be carried on through burcaus and semi-autonomous agencies,
manned throughout by civil servants, and under the administrativo
supervisión of a career executivo oílicer.

By such a reorganization the heads of the 12 great departments
will of necessity rise higher above the level of administrativo
detail than they have in the past, will be more responsibly engaged
in (he formulation of policy as they delégate their administrativo work
to their subordinates, and collectively the department heads may act
more and more as a council of State upon wliom the President may
rely for advice and whose jurisdictional diíTerences of opinión he
will himself have the power and the authority to compose.

Such a reorganization of the administrativo agencies of the Exec-
utive Branch will reduce the number of agencies reporting to the
President to a manageable compass and will bring the machinery of
our Federal Government up to date and onable it to deal cconom-
ically, effectively, and democratically with modern problema.



VI. ACCOUNTABILITY OF THE EXECUTIVE TO THE
CONGRESS

Under tho American system the Executive power is balanced and
made safe by freedom of speech, by elections, by the protection of
civil riffhts under an independent judiciary, by the making of laws
which determine policios including especial ly appropriations and tax
measures, by an independent elective Congress, and by the establish-
ment of Executive accountability.

The preservaron of the principio of the full accountability of the
Executive to the Congress is an essential part of our republican Sys­
tem. In actual practico the effectiveness of this accountability is
often obstructed and obscured, and sometimos is defeated by the
processes of diffusion, processes which are at Work, not only in the
Executive Branch but m the Congress itself.

If the reorganiza!ion of the administrativo departments and the
establislunent of the managerial agencies that we nave recommended
be carried out, then wo believe that the country may confidently look
forward to an improvement in coordination of administrativo work.
Contradictory administrativo policies which are so irritating to the
Congress and so confounding to the people would be minimized.
Thus the accountability of the Executive Branch may be made Sharp,
distinct, and effective.

There is, we believe, too little appreciation among the people of
the country of the day-to-day work of tho Congress. Although it
is generally understood that the Members of Congress spend many
days and weeks in the preparation, perfection, and adoption of legis­
lativo measures, the extont of their work is not generally known.
They serve on committees which not only proparo legislativo meas­
ures for submission to their respective Houses, but conduct hearings
and investigations which throw light upon the problema of the coun­
try and tho processes of government through which the people are
enabled to see and understand their Government.

Nothing should be done that would diminish the importance of
the work of the congressional committees in conducting hearings and
pursuing investigations. Time and time again in our history investi­
gations conducted by congressional committees have illumined dark
places in the Government and in the affairs of the Nation and have
resulted in the correction of abuses that otherwise might have been
undetected for years and years. It is with full realization of the
necessity of continuing and preserving this important function of the
Congress and its committees that we suggest the necessity for im-
proving the machinery of holding the Executive Branch more effec-
tively accountable to the Congress.

This accountability often is obscured by the Congress itself in im-
posing upon the Executive in too great detail minute requirements
for the organization and operation of the administrativo machinery.
Faced by such mandatory and detailed legislativo requirements
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(whethor in general law or in a rider on an appropriation bilí), first
i he burean chief, then the Secretary of the department, and then the
Presídent is absolved from part of his executive responsibility, and
in consequence the Congress is foreclosed from adequately criticizing
the conduct of the business.

Wo liave callad at ten tion to this diíliculty with respect to fiscal
account ability. We hold that once the Congress has made an appro­
priation, an appropriation which it is freo to withhold, the responsi­
bility for the administration of the expenditures under that appro­
priation is and should be solely upon thc Executive.

The Executive then should be hold to account through an inde-
pendent audit ¡nade by an independent auditor who will report
promplly to the Congress his criticisms and exceptions of the actions
of the Executive. Bascd upon these reports the appropriate com-
mittees of the Congress may cali upon an executive oíliccr to explain
his conduct and if it has been characterized by i Ilegal i ty or impro-
priety, the Congress can take the necessary correctivo stops and
safeguard the futuro.

With respect to the accountability of the Executive Branch to the
Legislativo Branch for fiscal and other activities, the diíliculty now
is that the di il usión and dispersión of activities in the nneoordinated
organization of the Executive Branch is twinned by a similar
diifusion and dispersión in the Congress. Sepárate connnittees oí
thc Congress must of necessity be set up lo pursuc investigatorial
activities, hold hea rings, and consider legislation and appropriations.
But the Congress has not in either líouse adequate machinery for
the collection and coordination of the Information which it requives
if it is to hold the President effectively account a ble for the conduct
of the Executive Branch as a whole.

With respect to fiscal aífairs this need might be met by the organi­
za! ion by each House of special connnittees or by both Houses of a
joint committee on fiscal control to receivo thc reports of its Auditor
General.

With respect to nonfiscal aífairs, the creation of similar special
connnittees or of a joint committee to keep currently informad of the
activities of the three managerial agencies dealing with budget, per-
sonnel, and planning, which we recommend should be set up directly
under the Presídent, would go far toward lessening the ovil eífeets
of the present lack of coordination.

Ihus the principie of the accountability of the Executive to the
Congress might be made efl'ective in action.

CONCLUSION

Your Committee has no illusions about setting up a perfect system
of administrativo managemont, for wo realizo fully that any sub-
stantial improvement is a task which will require timo for its achieve-
ment and that other problems will always be emerging. To revive
the drooping merit system, to straighten out warped linos of respon­
sibility, to simplify a topsy-tun ey organizational growth—these are
by no means simple advances.

Moreover, these changes cannot be adoptad and maintained unless
the American public itself fully appreciates the advantages of good
management and insists upon gettmg them. The need for reorgani­
za tion tests not alone on the idea of savings, considerable as they
will be, but upon better Service to society. While good management
is important to those who have much, it is still more important to
those who have not or have little; for they need thc help of govern-
ment in their struggle for justice, security, steadier employment, bet­
ter Imng and working conditions, and a growing share of the gains
of civilization.

In order to avoid any misunderstandings, it must be made per-
fectly clear that it was not the task of this Committee to determine
whethor particular activities oí the Government should or should not
continuo in operation or upon what scale of magnitude. This is an
important question of policy determination which fell outside the
field of our undertaking. It has been our problem to consider what
forms of administrative management are most suitablo, given such
governmental activities as there are. As the work of the Government
changes, the form of management will also alter somewhat, although
not greatly unless the changes are considerable.

It will be noted that we nave made no estímate of the amount of
money that will be saved by such a rearrangement and reorganiza-
tion of the Executive Branch as we have suggested. We have not
made such an estímate for two reasons, despito the fact that we are
convinced that the establishment of the managerial agencies and the
reorganization of the administrative departments that we have
recommended will result in large savings, not only of money, but of
time and effort.

The two reasons that we have not made such an estímate are as
f ollows:

First, the scope of our inquiry was limited to the realm of admin­
istrative management and excluded the realm of policy. It would
have been easy to say that so much might be saved by utterly abolish-
ing this, that, or the other activity of the Government. But this was
not our task. We have been charged with the duty of suggesting
means of making more cffective, more efficient, and more economical
the machinery ior administering whatever activities have been dc-
cided upon by the people, the Congress, and the Presídent.

>Second, it has been demonstrated over and over again in large
organizations of every type in business and in government that
genuino savings in operation and true economies are to be achieved
only by the provisión of adequate managerial machinery which will
afford an opportunity for central executive direction to pursue dav
after day and year after year, in season and out of season, the task
of cutting costs, of irnproving the Service, and of raising the stand-
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ands of performance. It cannot be done by arbitrary percentage
cuts, arbitrary dismissal of employees, arbitrary consolidation of
agencies. It is an operation that must be performed, but for its suc-
cessful performance we must requisición the skill of the surgeon and
his scalpel and not be tempted to cali in the butcher with bis cleaver.

To equip the Executive Branch with better means of managerial
dircction, better personnel, better fiscal Controls, better machinery for
planning; to simplify its organization and reduce the number of
its agencies; and to sharpen its accountability to the Congress will
result in savings—savings in money, in time, in energy. To estímate
these savings in terms of dollars and cents would be but to guess in a
situation where not guessing but intensivo scientific research is the
means. and the firm and courageous application of the results of the
research is the niethod, if the aim is to be achieved.

The paramount purpose of your Committee has been throughout
to find niodern methods of carrying out the national aims and pro­
grama of America as far as this duty is imposed upon our Executive
by our Constitution. We have not been concerned with strengthening
the Executive alone and as such, but with the largor aim of strength­
ening the American system as a whole in its principal operations.

We should be the first, moreover, to recognize that there is wide
room for difterences in the details of any program, but we believe
that there should be no división upon the soundness of the broad
principie that the managerial powers and equipment of the President
should be equal to his responsibilities under the Constitut ion.

With the program here suggcsted, your Committee believes that
this may be accomplished, and that administrativo management in
the office of the President will work more smoothly and effectively
in the task of executing the judgment and decisions of the Nation
and carrying out the general policies of the Congress.

The proposals of the Committee may be summarized as follows:
1. Expand the Wfiite House staff so that the President may

have a sufficient group of able assistants in his own office to
keep him in eloser and casier touch with the widespread affairs
of administration and lo make a speedier clearance of the knowl-
edge needed for executive decisión;

2. Strengthen and develop the managerial agencies of the
Government, particularly those dealing with the Budget,
efficiency research, personnel, and planning, as management arms
of the Chief Executive;

3. Extern! the merit system upward, outward, and downward
to cover all non-policy-determining posts; reorganizo the civil-
service system as a part of management under a single re-
sponsible Administrator, strengthening the Civil Semce Com-
mission as a citizen Civil Service Board to serve as the watch-
dog of the merit system; and increase the salaries of key posts
throughout the Service so that the Government may attract and
hold in a career service men and women of the highest ability
and character;

4. Ovorhaul the 100 independent agencies, administrations,
authorities, boards, and commissions, and place them by Execu­
tive order within one or the other of the following 12 major
executive departments: State, Treasury, War, Justice, Post
Office, Navy, Conservation, Agriculture, Commerce, Labor,
Social Welfare, and Public Works; and place upon the Execu-
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tive continuing responsibility for (he maintenance of effective
organization;

5. Establish accountability of the Executive to the Congress
by providing a genuine independent postaudit of all fiscal irans-
actions by an Auditor General, and restore to the Executive
complete responsibility for accounts and current financia!
transactions.

These proposals have the merit, we believe, of eliminating the
evils of the patronage system; of opening out our civil service more
fully and complete!y as a sound career service. permanent, nonparti-
san, competent, fairly compensated, and affording promotion to posts
of eminence; of unifying the responsible dircction of personnel ac-
tivities whilc at the same time providing for disinterested citzen
supervsion of the whole program.

These plans are designed to make possible a more responsible and
eíl'ective supervisión and dircction of fiscal management than hither-
to, first, by strengthening the Burean of the Budget, particularly
through the development of efficiency research; second, by returning
to the Executive the powers inappropriately exercised by the Comp-
troller General; and third, by departmental reorganization. This
opens the way for genuine Executive dircction and for efficiency and
economy.

At the same time, provisión is made for what is cqually essential,
nainely, genuine accountability of the Executive Office to the Con­
gress through adequate audit and through general supervisión of
broad policies of fiscal and other administration.

The proposed arrangements provide for the organization of plan­
ning management through a National .Resources Board with an ad-
visory function of overhead consideration of the conservation and
utilization of our national resources. both natural and human. De­
partment reorganization. also, will increase the scope and eílectivc-
ness of planning.

These changes taken together will give to the Executive agencies of
fiscal management, personnel management, and planning manage-
mént. Under the plans proposed these three arms of management
are Icnit together in the White House, under the immediate dircction
of the President.

The drastic reduction in the number of departments, commissions,
boards, authorities, agencies, and activities from over 100 to 12 will
have many implications. It will take us back to the Constitution in
that it ti es in the wandering independencies and abolishes the irre-
sponsible and headlcss “fourth branch” of the Government which has
grown up unnoticed. It will reestablish a single Executive Branch,
with the President as its responsible head, as provided by the Con­
stitution. Moreover, it will make it humanly possible for a Presi­
dent to do his job, and to coordínate the activities for which he is
constitutionally, legally, and popularly responsible, by gi’eatly lessen-
ing the contacts and detail which now engulf him. It will make
of the Government a businesslike organization for eíTective and
efficicnt service, and, finally, will renden the whole Government more
easily understood and controllable by the people, and thus a more
faithful servant of the people.

At the same time, sharpen lines of accountability to the Congress
are traced, and forms of decentralization, both geogi‘aphical and
departmental, outlined.
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Your Committee fully appreciatcs that there is no magic in man­
agement alone. Management is a serva nt-, not a master a means,
not an end. a tool in the hands and for the purposes of tho Nation.
Public Service is the servico of the common good in peace or war
and will be judged by this standard. Not merely lower unit costs
but higher human happiness and valúes, are the supremo ends of
our national life, and by these torms this and every other system
inust finally be tested. Good management will promote in the full-
est mensure the conservaron and utilization of our national re-
sources, and spell this out plainly in social justice, security, order,
liborty. prosperity, in material benefits, and in higher valúes of life.
The adjustments and arrangements we suggest have no other par­
póse or justification than better public service for our people through
better administrativo management.

It may be said that there is danger that management itself will
grow too great and forget where it carne from or what it is for—
m the oíd and recurring insolenco of office. But in tho judgment of
your Commíttee, based upon broad observation of the bewildering
sweep of recent evento here and elsewhere, the really imminent
danger now is that our democracy and perhaps others may be led
by falso or mistaken guides to placo their trust in weak and íaltering
inaction, which in the bitter end runs to futility and defeat. , In the
late war, democracics showed vast strength and tenacity in times of
strain that racked every líber of tho ship of state. And now wo face
and will master tho critical tasks of reorganización and readiustment
of many tangled parís of our national life on many new frontiers.
The injustice and oppression intertwined with solid good in our
American system will not always yield without a finn display of our
national constituí ional powei’s. Our national will muse be expressed
not merely in a brief, exultant moment of electoral decisión, but in
persislent, detennined, competent day-by-day administraron of what
the Nation has decided to do.

Honesty and courago alone are not enough for victory, either in
peace or in war. Intelligence, visión, fairness, firmness, and flexi-
bility aro required in an assembled, competent, strong organization
of democracy. To falter at this point is fatal. A weak adminis­
tración can neither advanco ñor retreat successfully—it can merely
muddle. Those who waver at the sight of needed power are falso
friends of modern democracy. Strong executive leadership is essen-
tial to democratic government today. Our choice is not between
power and no power, but between responsible but capable popular
government and irresponsible autocracy.

The forward march of American democracy at this point of our
history depends more upon effective management than upon any
other singlo factor. Tho times demand better governmental organ­
ization, staffed with more competent public servants, moro freo to do
their best, and coordinated by an Executive accountable to the Con-
gress and fully equipped with modern tools of management. Thus
the President will have effective managerial authority over the Ex­
ecutive Branch commensurate with his responsibiíity under the
Constituí ion of the United States.
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