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 NATIONAL BUDGET.

MONDAY, DECEMBER 15; 1010;

. Usrieo Siaes Sgsate, . - r
CoM>1TTER 0N A NaTI0NAL BUDGET, : o
' ‘Washington, D. C. oL

The comnmttec met pursuant to call in room at 10.30- oclock a..m.,
- Senator Medill McCormick presiding.
The CuamrMaN. Will the committee comeé to ofder? The other
_ members of the committéé have sent word that the ]; will be present in.

the-course of a féw minites. Gov. Lowden and Director-of Financs
‘Wright, of Illinois, both:are here. May I ask what the pleasiire of
the committee is as. regards hearing these- gentlemen?

(The committee proceeded to consider the bill (H. R; 9783) w}nch

i8 here printed in full as follows:)

H iR 0183 an aet to provlde ‘s national 'budget mmn nd _an indeSendent andit or ‘
"Government accounts, and. for other purposes. e

Be u cuaclcd bij the Scinte and. Houso of chrcamlaurcx of the United Slatco-

of Atscrica in Congresa.asxembled, That (a) there 18 creited In the oflicg of-the

. the President u burenii of the budget. There shall be in-the huireau a irector
and an assistant director, -who shallsbe appointed by the. President unid recelve
salarles of %10,000 and:$7,500 a year, respectively. The nsslagint. director shill .
perforin such dvide , as the divector ny desliinte, and_during the absenca or
fnenpaeity of the-d'rector- or-diring a tncancy in the office of dlre«tor he-shall-
act as director, .

{h) ‘The dlhecor, with the approvat- uf the President; shall appoliit and ﬂ:
the compersntion-of such employees and jinke such expenditures for rént; print:

Ing, telegidiing, telephoiie; law books, bioks of peference. perlodlculs. statlonery,
furniture, ofllco eqipinent, othef supplies, and wecessary. expenses of thé office: 3
HR-WAF from thile to thne be provided for by Congress. All employees.in the
‘buréan whowe compensntlon Is less thuni.$5,000 0 year shall,be tppointed from |
lists.of eligibles furnished by the Civil Setvice Comirnlsslon.and in-accordince
with-the civil:fervide Jawa and regulations,

(c) No.person agipolnted by the difector shall Iw pabd e sndary In excesy of
.$0.000 5-yenr, und not nore than- three persons.appointed hy Dim-shntl be pald
& mlurv nt that rate,

8rc, 2, That (n) the burenn of the budger shall assist (he, President fn_the
perfopimnes of the powers conferred dpon him by thixacc The Yurenn slmll
also make n ctoful imevstigation of all provisions .of law.a . lug n any way
with the preparation and teansiixsion to-Congress of es, antes, and the.prepa-

ration and sulinlssion to Congiess of tinancind data of giy (‘luuuuvr, in order,
to determine what changes shonkd-be made fn such proy isfunk of Inw to the a4
that all- requirements in tespect to the reporting to Congress of financlal. g
anml estimntes shall ha brought together fn one place, coordinated, revi
‘brought jnte Liacmony with the alternative hwdiget which the Treslde
soction 6 required to submit to CobgPess, The resulix of such ny
lhull be ombodled in a report or ronortu m ﬂw Pronldeut. who n
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to Conzress such réport op rqmrh ar any part therenf, With such ru-umm(-udn-
thous Fegarding e action which in his wpinion should e tahen upnn the
matters coversd by such reports,

) Al clup:nrwivms, buréaas, Im.:r«la. miuuul»hnh offices, azencies, or other
establishinents of - tiee (um-rnmem eAeedt the fegiskative hreanch and te

CSwreine Cenrt, shall furnish to the President sueh - information regardlivg the

powers, duties, acindties ofdanizations. Cianelal transaciions, aud methody
of bustess of their fespretive atiices is he way from thine o the require-of
them, st the Flirsdor of the Bureaat of tie Birdeet, oF any, of lis assistams
ar employees, W dady authorizel by the President =haldl, Tor 1l mirpese of
seenring suely indenpsttoh, bave aasees 1o o the feht o exnine sy Dooks,
dovinnents, paper®, or recards-of any sueh deartieent, burean, boarl, ¢ mus-
sfon, oflire, ngeney, or other cstablislinent.

St 3 ‘that o date 1o be fixed by the Preshbdent the hewds of tie seven.,.

- ol husiness of thelr respective oflieers as he may froin e to_thne réquire of
authorizsl to make ostinates for the pul WliC seaviee, shall annually subinit
thefr estiz ates to the President iustewd of to the Secietary of the Treasury,
ane ot the-saine e the Seerefary of the Treasuey shalt suhmh to-the Jreesi-
dent his extiate s of the tewls of-lis degan tinent; il for the permanent  oro-
pristions it otherwise o tiated: for, and such ostimntes of the publie revenues
st tae mmmmn of the Treagury a8 the Prosidenn may dircdt.

NEc,o 5 That the Peesident shadl transnlt to Cotigress on the firt day nt
envlt reznline session after the oalewdar year 1019 2 clm'nuwm to he Known as’
Fhe-Bad 1, winds docuiment shall mululu Liadaneed s atemenis of !lw resehues
amb expeiaditures of the - Governinent for the precéding fiseal yéat amd of the
resourees ated T dlities of the ‘Preasury ur"lw close of the yea®, his esthngtes
of thereseaues atd.espruditnres of the (.m;-rnmcm for the current fiseal \'mr
-uul of the Fesourees st Habilithes of the' Treasury a3 the close of the year,
L estintes of the revenne aied expenditure sieeds of the Got efmnent for the
ensubing fiscadl year, aand Bow, in hiscopindon, these needs shomll he met.  The
extinptes ot v.\_].n'lullllll’t'\ fur the legisative - bisineh of the Government and the

- Supieme Conrt shadl he these .~ulnuitlml tothe I'ri~kldent.  The President shall

transindt with sl bzt suelt fuither data regavding the gnancial -a¥aies
of the Goserument aind stdi & ovieoetsliations in. reltion thereto as he deeing
propes.

Nk, a0 Thats exeept as otlierwise pm\lulml In this net, the statntes governing
the topfears, oFder, et aerangeinent of tne estimat s of gpproprintiohs i)
veeripts; amd the uotes sand other dafa submitted therewith, shall apply to the
esthmates subrnitted- o the Presdilent unitler seetjon 3, and to the estinmtes top
the eapemliture eals of the Government wheir i oitted by the lrmxldq-nt
unuh-r lmn - -
the Preaident, in addithn o th_budget lierein required to e

iy Cahall Testn ot the spine time winl Tor (b seRvive of The sl
et endmg Dane 30, 1922 guly, an alternath s bindget prepared in sucls forin
stk neeonling (o Al Systel of elassitication amd itetalzation ax Is, in hjs oplie
ot st apprapriate. Wit such explatntory notes sl tables a8 iy be nee-
ewsiiry o sleew wWhere, i stteh baidaot, the vaglous Hets entlgesd T the

Igda b pronided for i seetioe §oare contalued., The alternative dret shall

il nithe hiown the essentlal faets Fegnrdigg the condition of Ui Tres 1=Ury,

Fesones, ot espemlitores, appropristions, amd what, in the opinlon of the

Presfdent, are the tevenies and eXpeigditare beeds of the Government foie G

.-n\umu o] year, wud how these need) shudd he met,

Seea T Thst abter June 30, 1020, 0o estinste oF vequest. tor guy approprintion,
aned no. reconsnemlition s techow the reventie nesds of the Goyverntuent shold
b et, siall e subintied o Congress by any allieer of the exeontive braneh
of the overnuient eavs bt the Presidem, uniless at the regquest of efther Plouse
Of - Coliza s,

Shio S That atter sFune o, 1020, spectal ated additionl estimates iy e
transtiiited by HacPresitent fo proside tad-for the e pendituges uider any laws
insd shiew e Ganstslasion of e vegutar osthoat. s contalined i the hud-'ot
th) for gprpropriations whivh, i s Judiment, are necessaey for- the publie
ve, ol be shiall pecoigany sich estintes with o statement of the rensons

Thoat theve T vrcated wdepua tiaent to e hnown as the Aeeountins
1, Which shiall b an ostablisbippent of the Goveriinent |I|||l'll('ll||(‘lll

of the Unlted Siates, “The ofliees of Cotpiioller ‘of the Trops.

wind &t snedon e vontral and dircction of the Cotnp-_

v




NATIONAL BUDGET:

ury amd Asstatant Comptrotler of the Troasury afe sbolishiel, to-take effect July
1. 1920, Al otlier oflicers-aml ¢employees of the . Office of the Compiroller of the
Trousury shall becute officers il eniplayées In thie Accounting Departrnient at
their zrades and salarles on July 2, 1920. ansd all books, recordy, dociiments,
paper. fucniture, olllcc_cquh’nilexit. and otlier. property - of the Office of the
Comptetler of the Treasury shall bgcuine -the-property of the Accounting De-
partinent.

There shall be In the Acenunting Dq..lrlnwm a Comptreller Genersil of the
United Sintes and an Assistant Comapivoller Genera? of the Uhited States,
whe shadd e appointed by Le Predhlent with the adviee and-omgert of the
Sennte, el shall rwci\c Slaries of S10000 amd 7500 0 dear- respectively.
The \swistant Comptrolier Genersl shall perform siich duties 58 nay be ais-
sigtied to him by the Coptroller Gener:il, sud dusiig the sihsence or ll_u'“.x_-
ety of the tuuunlrulkr Genersil, or duriig i saeaney in that office, ~hall
act ax Conntroller General.  “The Gomptrofler ¢ senernl il the Assistant: Comp:
troller Goneral shall hold office daring zewad belivior, int may lie remor ad
at any thee by concurrent fesolution of Congress after notiee, and hearing,
\\hun. in their Jidginent, the Comptrotler G m-rll o Assistant (.cnuptrullu
Generad W= Leen ineflicent. or guilty of neglect of duty, o of mnlfeassance
w otlive, or_of any felony or mmluu involving moral tuipitude, and for ne
athed eause atud i wo other mannes exeept by imjeachinent.

Auy Comptroller General or Assistant (ummrullur General rumu\ul in the
manner herein mmmm shall bie hell; gible for Teappointiment to that uilice.

Wheh o Coipptiollef General or .\wN it Cotupteoller General attains the
age of seveity years, he shiill be retived from liis oflice.

e provistons_of this act relating to the Xecounting Deparsment shals be
effective on sJuly 1, 1920,

Sre. 10, That albpowers aml-duties now conferred or hn;mud by litw upen
the (umptrullcr of the Iroasury or upon the Aw! o fur the 'J'rcusur\' De-
pariment, the Auditor for the War ln-;..nrnm-ul the Muditor for tie Interlor
Depaftment, the Auditor fof the Nuvy Depsiftient, the Auditor for the Sinte
amd Other Deprtrtnunts, or the Autiior for the: Post Office D partiment shall, =0
far a~ not inconsistent with this aet, be vested in and fmposed uxmn the
Ateoanting Departinent aind be cdefeisad withont divection ffoin any  other
oflicer, aid they tadadice . éertitied by the Comptroller General -shall e final aid

conclisive upun the excewative brineh of the Govermment. The revision by -

the Coprroller General of settlemerts wade by the sia ainlitors reforred o
In this sectloie shinll be A continned; except: as to settlements made hefore July
1. 1920,

Section 206 of the Revised Statutes is hereby atendad to read as-follows:

*Nh SN A el ad dleraatnds \\h.llv\vr by the United States or agiinsg
thenn, atid all acemnts wWhatevgr in wihiel thie Cnited States are coneerned;
Gther a~dibtars or ereditors, shall he-settled sl adinsted i the Accounting
Departmoen,’

N 11 That the oflices of the sia auditors couninesited fu section 10 shall e
aludishdd, to, ke effeet Jaly 1, 1920; hat the then ineainlents of these otifees
seadl e ll'nu~ﬁ'rlu| at el present salarles, (o becotie: ollicers of the Aceount-

ing Ipantiment, A other offloers amd Hllllll!\u'\ of tiese oflives shall hecome

olfivers atad empluyees dn the Aceoniting Departoent at their grades wid sali-
flos on Jduly 1, 19200 Al hooks, lvmrqh documents, papers, feeniture, oflice

equipinent, and other projerty of these uthiees Sl eanoe the propetty of the _

Acequnting Depattieent, Phe Seowunting Depaftient slall oecupy the rooms
tow oceupded by the (8lice of Ahe Conptesller of the Freasury aml the s
auditors retwiy SRR section 10 uutil otherwise provided,

Sial 12 lh 1 the Catmptroller General shall appoint, remne, aind s the com-
n n.sullun wo such oflleers atd employees o the-departineat as way from thne to
e e pranisdald for by Congress, and perform all other dutles of a headof an
Inde presadent Gonvernment. extablisbaient, A sac apgrlinturents, et to post.
Hons catrying o salify of S50600 0 yenr, shall o nde frnn Nists of eligibles
l'niuNucl hy the Chvil Service Conmuddslon, and 1o aecofdanee with the eivils
serviee Taws ad Begulutions, No pepson ajpointed by the Cotuptroller Genernl
sl bl sulnry i escess of 5,000 a4 year, und nel more than Hm-v per.
sulis appolntedd by o shall he paded wosalary at that vates Uit Mareh 3, 1021,
B person Wha gt the thine of thepassage of This st Tolds offiee as one of the sis
wuditors referred to I section 10, and whe-in puesuaiee of sectlon 11 §s teans.

forred bt - Avenunting Depiartment, shall-be removed ffun offiee or Bave hils .
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compensation reduced, except for cnuse. All oflicers und employecs of the
departicent; whether transferniad ‘to the depattment in pufsiunnce of seetion 11
ar appoipted by the-Comptroller General, shall perforin-such duties as-muy be
assigned to- them- by the Comptroller Generul.  The Comfitroller -General shall
make such rules and regulations-as may be necessary for earrying on tLe work
of the department, )

$kc. 13, Tliat the Comptroller Geueral shall investizate, at the seat of Gov-
erntient or elsewhere, all matiers telating o tie recedpt and disbhursement of
public fumdls, amd shall make to Congress, at the begiining of each regular ses-
slon, a reéport-in writing of the work of the Accounting Departn 2bt. containing

recommendations concerning the legislation he may deeht necessary to facllitate

the prompt amd. aceurate rendition.nd settleent of adeounts aml conerrning

-such-other pallers reliating to thereceipt nl disbursement. of public funds ns
e may think advisible,  In such regular feport, or in special reports at any

time when Congress Is in sexslon, he shall make recommendations looking to

greater cconomy or clliciency fu pu e expenditures. He shall -make such in-
- vestigations and reports as-slall:be _ederel.by cither House of Congress. or by

any conimittee of cither House haviig jurisdiction over fevenue, appropriations,

-or expenditures. The Comptroller Genend shall slso, at the requcst of any such
committée, dircct assistanty frot his oilice to furnish the: committee such aid
-and Information.as the committee may fajuest.  The Comptrofler Generil shall

speclitlly repotl to the Coiidiess évery expenditure or contract made by any
herd-of a department ,n any year in.dyeess of thie approprintion to-such.depait-

meit atid In violatlon of Inw.

All departiments, bureaus; bqh)-ds. commissfons, offices, agencfes, of other

establishmuents of the Government, except the legislative bronch -and tlig
Supreme Courts shill furnish to the Comptroller Genetal sucle iiformation
regafdiag the powers, duties, activitles, organizations, finaneinl triansictions,
atal miethuids of business of their respective oflices s e may from time to
fithe fequire of them; and-the Comptroller General, or afiy-of. his assistants of
employees when duly authorized by hiih, shall, for the ‘purpose of sécuring
sich Inforimtion, have aceess -to gnd. tlie Tight to examing siny books, docus
ments, papers,. or records of any such -departtient, bureny, board, cominission;
office, -agency, or other establishment, The authority contained in this para-

graph shall not be applicable -té expenditures fnade under tlie- provisions of
séction 291 .of the Revised Statutes of the-United States. .
St L4 That the Civll Servive Conmission shalt establish_an eligible reg-
istel for accountants for the Aceounting Department, and the esaminations
of appleants for entrance -upon such register sidall be hased upon questions
approved by tlie Comptroller General. Lo . .
_Sra, 10, That this net niny ‘be cited as-the budzeg-and audit act of 1019,

Senator Swoor. Mr. Chairman, T think a% fong as Gov. Fowden ™

is present, that the committee had better head him first aid-see what

hehas to say in reference to it only the Imdgdt leg” lation that is be-

fore thic_committee, but any other suggdestions he mg - offer.

The CuamMax, If there be no -objection, Gov, Lowden; will you
l'n'-()cced? Governor, you understand that the, House passed a bill
ooxing to the creation of a budget, and = similar bill has been in-
troduced in the Senate. . Two mensures are before the committes
which have for their p_ur'po‘se the devising of ayplan for a national
budget system, and it is because of your experilnee in Illinois that
I asked vou to be good chough to come hefore'the committee and
give us tho benefit-of yonr experience. I think, ifyyon will go ahead
and.spenk of it in your oin- way; that will ‘be mogt satisfactory, -

STATEMENT OF HON, FRANK 0. LOWDEN, GOVERKOR OF ILLINOIS,

J

Gov, Towoex, As perhaps soine of you gentlemin ;knqw,' we re-
organized completely the machinery of govethment in Illinois in

4

|

the carly-part-of 1917. Wa had_this situation, whick is.nat_uncom- ____ _

mon in the country: Illinois, like other States, lind Wheen taking on

\
\
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new functions from time to- titue, and as these new functions had
beer taken on new bodies were created to discharge tlie functions.
Sometinies it would be a board, sometimes.an individual, aha some-
times a coimmission: . _
~ This had gone on until we -had, as we found upon a survey of the
activities of the State, something over 125 independent and uncor-
related agencies of government; composed of boards, commissions,
and individuals, as T have said. We went to work upon this situa-
tior. and grouped these various 125 or more independent agencies
ifito Wwhat we conceived to be logical groiips, forming 9. We found
that every one of thein was properly under some one of the nine
heads. g . ' . T
The Cuaiitdia¥: You consqlidafed and coordinatéd the existing
machinery ? 3 o . .
Gov. LowneN. Yes. "Then we abolished these 125 boards,.commis-
~ sions, and officers and created 9 depaFtiments of governnient to take
over the netivities-of the different bodies.  Among thase departments
wecreated whit we ealled:tlie departinent of finance. T inay say that
at the head of cach of these departments was placed an individual
rathet than a Loard or commission, on the theory that it is indi-
viduals, after all, who execiite; and-not hodies of men, and so:there
was thus created a departinent of finance With a-director at its-head.

This department. was, fint, to-cXefcise general _éj:pot\"iaion over the:

fiseai affairs of the State.. It hiad power to provide for a uiiforin
. system of bookkeeping; and for various reports at stated: times. Tt
was given the power to approve or disapprove vonchers, and wliile
ive hate a State elective auditor for the protection of the executive,
it was given certain auditing poivers: .
‘Generally, as I say, it exercised supervision over all the fiscal and
financial affairs of tlie State, and Wwas the repiesentative of the 1OV-
cernor to that extent; Tt also was -.re(juii'oi‘ to prepare a budget.
Machinery was given to the Jepartment simple chongh for making a
budget. The theory of the department was that to effectiveiy. prepure
a budget the ¢ ieet who-was in-charge of it must himself during the
j)l'ec(-«Ting" year Diave been in constant touch with the teceipts and
expenditures of the government so that he iniglit have some soit. of
intelligent iden of his own when he received estimates from other

departivents, with their bureaus and divisions, as-to whether or niot

those expenditures were necessiry and were justified.

Senator Swoor, What power was he given to enforce his decision
as-to whether they -were excessive or not? .

Gov. Towpex, Under the power to approve oF disapprove all
voucherss with other genernl powers that T mentioned a moment ago:
A system was put into effect by which, if any otheit department
wWished to nnke an-expenditure beyond a certainsmall amount for the
purchase-of something that department. was vequired to fiyst make a
;‘_vqui.»itiun which had to have the approval of the department of
ianee, _ -

Of coutsey if there were no-question of its legality, but only a ques:
tion us to the wisdom of the expenditure, if there were nny disagree-
went between the head of the other department and the head of the
dopartnent of finance, of course that was a gquestion for me to-

wetermiiie, nud i woukd conie o e s W question i Jiolicy:
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The Cizamisan. The director of finance served, then, as a 0 <
upois expenditurés of that character?

Gov. Lowbix. Yes. In other words, he was the eve of the gov-
ernor. so far as the expenditures generally were concerned.  Of
cuitrse, if there were, as 1 said & moment ago. a-difference of opinion.
as to the wisdom: of the expenditure, there heing no question as to
its legzality or regularity in any way. T wold settle that difference
myself, .. : . o '

Senator Joxes. Youmean you, as governor!?

Gov, Lownix. I;.as governor; ves. ’ - .

The Crismmax. Let me ask vou on that point, Govetnor, if the
direetor of finabee-challenged the wisdom: of an authorized expendi-
ture did:the question invariably go to you, or in some instinees-did
the head of the other departinent acqitiesce in the judgment. of the
irector of finunce? : . o
_ Gov. Lowpes, It yvery seldom eaine to-ine.  Usually the hieads of

the departments; after taking it up and thresling it out, would

agree. Of course, in practice, the expendituies win made by the
division chiefs; or the subordingte officials in a-depaitinent. and the

- approval of the head of that p:n'tiqlil:u--(l'opui'tuwnt_ is fnofe or less

formal, , .
Nov ', the difector of finanee, being, chargeslile with the duty of
watching expenditures; that being lits ¢hief function, when he ae-

Tievad that some division chitef or bureau c¢hief was spending: -even
thongh the money were authorized, more money than was needed,

aud lie would decline the requisition; that would bring the- question
up between the licads of the two departments, who nearly always
have agieed, in practice.  Onee in a while, veiy iavely, however,
tuere: hias been a difference of opinion. in which event, where it he-
comes 3t questivit-of policy, the matter comes to my attention; and T
decide it as governor, _

N A M : < P . M

The CriamyaN. Now, on that point, let. me ask another question,
In the preparation of the estitaites T wn sure the committee will
be interested. to know what powers of tevision of the departmnts’
estimates wve exereised by the director of finance. What power has
the director of finauce to go on and enforee a teduction of those
estimates before the-governor sends them to the legislature?

4oy, LowpeN: You are coming bow to the question of making up

the buiget.

The Ciramyan, Yoesi  Ain T anticipating what you were going

tosay? , . -

Gov. Towpexs. No: that i~ quite vight.  He-has full power to ve-
duce, altery or changedn any way, and agnin, if the liead of the other
department disagrees finally with the head of the department of
fimances that question, of .course; comes-to the governor foir final avbi-

tration; hut againg very often there may not be any disagrecment, -

In pinctice=-amd this jsthe thing T ean not emphasize too strongly -~
tho head of anothel department, say n speiding departmont, i ei-
gaged-all the while upon (he activities of his department. [t is not
his chiof busines to wateh exponditures, e is thinking about the
administration of the duties of his office, and they all requive expendi-
tures of money, I lo,Lhu\"mg his mind fixed upon-the hroad questions

of polidy, of adintiistiation; doés ot ot v hieexrcise supor———

Vision over the estimates made by his division chiefs and his buven.

"~
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