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STATEMENT OF HON. FEAHX 0. LOWDEN, OOVEBNOB 07 THE
STATE OF ttllHdlS.

7 13 CHAJJIMAN, Governor, tins committee has been .selected to take
jp the stwltv of the financial plan of the Government with a view to
recommending spine changes. It has come to the knowledge of the
committee that in your State you have enacted u statute providing
for a budget sy&em, and tlie committee would be very glad to have
you tell them tho nature of that system and to, tell them how it is
operating as compared with your former plan of making estimates
ami appropriations; and, also*, the extent to which it ca;» Tx> applied,
or to which some similar system ciin.bc applied, tO'thc making of
estimates for appropriations by the National Government-

vi I/>WDEN. Wellj I can, of course, .tell you what we have l>een
doing, but I do hot know that I_can say how far it would be anpli-
cabin to your conditions here. We had in Illinois just as they have
in a good mow States, a large number of independent governmental
agencies in addition to our elective officers. As we nil know, govern-
ment has been taking on new functions from time to time in recent
years, and our State* like nearly nil the other States, 50 far as I am
advised, when it created a hew activity of government created an
absolutely new body to handle that activity. That body was a com-
mission or board, and sometimes an individual, but, whatever its
form, it was nn, independent agency of government. That ha<l gone
on in our State until we had something like 125-ialthough no two
men agreed as. to how many— independent and unrelated agencies of
government. In making appropriations under that condition each
of those 125 or more agencies made its own estimate, and those esti-
mites were hot revised^ by anyone and were not related to the esti-
mates us a whole. We found that anything like adequate supervision
of tho government by the governor WAS impossible with that large
number of independent agencies.

By H survey of those agencies wo found that they could ' iry prop-
erly be put into nine groups ; that is, there were nine general sub-
jects to which somo one or all of them pertained, and, therefore, we
created nine departments of Government. We abolished the boards,
commissions, nnd nil of those independent agencies, and then trans-
ferred thoir powers to one of those nine departments to which they
belonged, So thut, when we had done that, w« hftd nine depart-
ments of ftovornmenfc with those 125 independent ngencivs distributed
among them, Thus we created a department of public welfare, a
department of public works and buildings, a department of tgric>°
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iiro, n dc) irtnient of registration and education, a department of
public health, a department of labor, a department of mines and
minerals, a department of trade and commerce, ami a department of
finance. The department of finance became really ..n agency of
gove~rimerit,t6 supervise the finances of the State, It had the power
to provide for a uniform system of bookkeeping, accounts, and re-
ports; it had the power to approve or disapprove all vouchers or
claims against tli«. Government, and, until they were approved by
the department of finance, of course, they were not paid; That de-
partment was also given the power and was required to prepr re a
budget for. the use of the general assembly, and all of the offi ials
who had the ppwef to expend money were required to make their
estimates. Those estimates went through in the regular course from
the division to the head of the department, whatever department it
was, and then they had to'gb to the director of finanre.

By the way, we have at the head of each department an individual,
and not a board or commission, upon the theory that it is the individ-
ual who executes and hot a body of men. All of the boards and com-
missions that wo had in the State, were •abolished except those that
had quasi judicial or quasi legislative powers. These were the public
utilities commission, the industrial commission, which administers
the compensation law between employee and employer, and the civil
service commission; All the other bodies, or the purely admiriistra;

tive agencies that were in the form of boards or. commissions, were
abolished, and individuals were put at the head; The director of
finance was given full power, in addition to those powers I have
enumerated, to make his own investigations into the needs of any
department, to examine into the affairs of the departments, and he
was given power to reduce or omit in the makihp of his budget any
item or request on the part of any department. In view of the fact
that those nine directors who were at the head of the various depart-
ments were presumably of equal authority, and in order to avoid
any friction between tnem. there was the right on the part of the
head of any department who objected to the action of the director
of finance to appeal to the governor and to take up the question with
the governor. Of course, the governor, bejng made responsible under
our law for the initiative in the budget, would have the last say on
thnt, ' •

Now, under, thnt authority—arid this is one of the things I want
to emphasize because I think it is important in the discussion of
any budget system—under the power of the director of finance to
exercise a general supervision, in a way, over the expenditures of
the State government, he was in effect preparing, the budget from
the beginning of tho fiscal year; tacanse all of the items of cxpondi1

two came to him for his approval, and that necessitated the mak-
ing of investigations constantly as to the need of some of those ex-
penditures. Therefore, lie was becoming familiar with the real
nwds of tho departments, and, when tho estimates came to him from
Ihc other departments, he had the advantage of all this information
that ho had been acquiring as he went along, and was enabled there-
by to act intelljgcnNy^As a_jnjitjterj:LfLfact,_our^dircctor_pf_finance_
snys that he does not recall a single estimate that was made by a
'ngle department that was permitted to stand in the budget in
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th'e fotin' which it was>rcceived. It was reduced in erery instance.
I .do not cave how pood officials are, that" is necessary, and sometimes,
the better tlie officials the more need there is for a reduction; That
is true for this reason; that a man who is at the head of a division
or bureau or department of government, if he be a good man, is
extg£cr»ting the relative importance of his department or bureau
oi' division as compared with others. He lives within that bureau
or department; he sees how the work can be extended; he sees how
he can tiake on some new activity, and, in perfer i good faitli, he in-
cludes those things in Iris requests,
; Now, unless there is somebody in .the govei .merit whose chief
concern is over the question of expenditures, ah' who is hot think-
ijig about some new activity ^ and who is not tm iking about estab-
lishing some new field for the operations of the government, that
sort of thing will go on all the while and the requests will constantly
expand. Therefore, it seems to me that the first condition of an
effective budget is the existence of ah official somewhere within the
executive department who is not much concerned about spending
ihoney, but who is on the other side of the proposition—that is.
somebody whose effectiveness and whose reputation dependj not
upon doing some novel thing which the people will applaud, but
whose whole success and. whole reputation depend upon tnc scrupU:
lous care with which he-is studying and limiting the expenditure of
money all the wli'le. That power was the first of the two. powers
that were reposed in our department of finance^a general super-
vision of expehdiiures by the •government in all departments. Now,
of course, our departments were sometimes a little bit disappointed
by our director of finance, who was simply thinking about the ex-
penditure phase of it and not the service, and who, therefore, did
not agree with them with reference to all the things that they ranted.
When there was a disagreement, the two would come into my office,
because that involved a question-bf policy in a way. and vvc would
thrash the thing out. In that way we finally prepared tie
budget. Under our law that was enacted in 1917, it is the duty of
the governor to submit that budget with his apptpval; He must go
upon record and lie must assume responsibility for it in the. initiat-
ing of.it:1 Within 30 days after our general assembly meets ho must submit
that budget to the general assembly, and that was done. Of course,
it was an entirely how thing in our State. There has been n great deal
of controversy, as you gentlemen know, as to what will happen to
a budget that is prepared in that way when it reaches the legislative
body, without constitutional changes or changes in the rules. We
did not ask or suggest that there be any changes in the rules when
we submitted the budgeC to our legislature. However, we have but
one appropriations committee in each house. They are not divided. It
is a pretty largo committee relatively. This budget, of course, went
<6 the appropriations committees, and bills have been prepared
in accordance with it,

Mr. TixKUAM. What is the membership of the committee!.
-J-rfiov LOWDEX. Qurhou^j eomiiiitteercontains about one-third of its

membership. The senate committee is composed of a majority o'
tho senate, Then eich committee operates through
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toes. The membership t)f our house is 153,, and jou can see tlmt the
members constitute a relatively large committee. Those bills wefiB
taken up and were passed upon by the committees.

Mh HAWLET. Were they prepared by the executive or by the cpnV
inittees? _ . . . .

Gov. LOWOEX. They jvere prepared as a result of copperation be-
tween the two. The bilk were really prepared in conference. In
other words, we assumed that in order to make any system, a suc-
cess there 'hud to be cooperation in good faith between the legisk-
tivo nnu executive branches of the Government, and my humble
opinion is that that is n condition, of succor in anything of this
kind. .

Mr. GAHNER; You take the resnphsibility* in-the first place, of soy-
inp tlmt this money is necessary * -

Gov. LOWDEN. "i es, and that no more is necessary. Of course, we
had information that the appropriations committees could by ho
l>o?sibility have. I do not care how able they were, they could not
meet dow'n there, as they did oh the 1st of January, and begin to get
the data upon which to base an annual appropriations 'bill that
we had boen accumulating for a year and a hall; Our legislature
meets onlv once in two years. We had the information because
through tliis department of finance we had been getting the data
and going into all of those things. Those bills were considered in
regular form by the tw--> houses, and if any questions arose, the com-
mittee at ohce.gotjnto touch with our department of finance* and,
as they said, they were frequently able to get more information in
a minute in reference to those things tlinh they had ever been ablo
to get in n month untie'- the old way when there was no one who had
been checking up on those things/ Sometimes they would disagree
as to some particular item; It might involve a question of policy
on which it was their duty to disagree of they thought^ that way. .
iWhen that hapjwhed, we would thrash it out again; They would
take it up with the depuitweht of finance, or with me if it was an im-
portant matter, and we went along in that way. Now, 1 suppose
that when thev got .through with their appropriation bills, which
involved for the ordinary expenses of the Government for the two
years something ' l ike $52,000,000, the appropriation billsj to far as
the departments of Govcrnnient under the control of the governor
were concerned, as they were finally enacted into law, did. not differ
from t)ii> budget that we siibmited by more than $100,000, or some-
thing liko that.

Mr. GAUMUI. About one-half of 1 per cent?
Gov. Ixnvntx. Yes; and both of the uppiopriation.s eoinniittoe.1,

of tlio senate and Iio'.ise, were perfectly delighted with tho imw
fichemo. Of course, they looked upon it with some twspicion, per-
Imps, at fir?t: but they were able to go about the thing in un intelli-
gent way omi in a way that was satisfactory to thoiiihclvo.

Mr. B*tRNfi, Docs thu legisliUui'e hftvo the right to invretutc as wull
as to ivducc the estinmtcs^ .

Gov. Ix)WDF,x, Yes, sir. No changes were made in tho rules.
Mr. GAKSF.R, This change in *ho method, of executive manngeracnt

*
"•»v,.LbwoiN. Yes,
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r::Mr. GABNCB. But it was not necessary to. change the constitution?
',,G6v.LowD«K. No; that did not change the coastitution at all.

Mr. TEMPLE. Was the reorganization of the departments that you
dtecribedwi essential part of theworkingof the budget systeju?

Gov, LOWDEN. 1 think so. In other words,, when we had Iii5.scat-
tered agencies to deal with, and they were scattered over the State,
wore or less, under the old'scheme, it would not have been possible
to have hid the close contact between the financial department and
ihpee other activities that there was after this consolidation was
fade. _ • . - ' .

Mr. TEJIPJUE. I quite agree with you us to that, but I wanted to
bring that point out plainly.
. GoVi.LowDEN. It would have been difficult.
Mr. HAWLEV. If the legislature should increase tin appropriation,

have you the powerto'-veto anyitem of the bill ?
: :Gov; LOWDEN. I have the-power to veto any single item: yes, sir,
.imt I can not reduce any item.
.:.• Mr. CAMPBELL. Was there any effort on the part of any of. tlie
heads of departments or former bureau chiefs to reach the legisla-
-t;ire with a view to increasing the appropriations after the estimates
.•had been made?- .
. Gov. LOWDEN, No, sir. We iiva way Hgrucd among oMrsclves that,
unless the appropriations committees wanted some specific informa-
tion from sonic department head, division chief, or superintendent
of some institution, the point of contact between the executive and
thejegisjatiire should be through the denurtment of finance.
/^rTTlXkHAM; At this last sessibnj did the legislature iappvuprinte

'*ny increase over your estimate?
•. Gov. LOWORN. 1 think they did in two or three unimportant
things, b.ut tliere was nothing of real consequence that I can recall
now.
. Mr. HAWLF.T. Have, you found it neccusary after .submitting tha
budget to submit supplementary estimates?
•< Gov. LOWDEN. YCM. We submit the budget, which is not pub-
ijished, and then we submit a fuller itemization or analysis of the
whole thing for the use of the .committees.

..• Mr. HAWUT. Did that increase the expenditures ?
- .-Gov. LOWOKN, No, sir, •
..•..Mr, HAWUT. You spoke about nine departments that weiv or
ganixed. ;

Gov. LOWDEN. Yes.
Mr. HAWLFT. Are the heads of tlioso dcparthients appointive?

.Gov, LOWDEN. Yes.
••• The CHAIRMAN. In abolishing 125 boards and commissions, and
turning over the functions aha powers of those boards, and com-
missions to the 9 departments, did you improve the efficiency of
the service ?
.'!. Gov. LOWDEN. I think the service was vastly improved. There
was no such thing possible before, If the governor worked 24 hours
per day, it was not possible for him to know what was going on or
>\*hat was being done by those 125 independent agencies, but having
them organized into 9 departments, and with the he«ds_of thosr

% ^i - *"^ • '*% — *ft * il
 J
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can be in daily touch with them, whenever a question arises in con-
nection with the department, it can be taken up at once through the
head of the department;

Air. TziiriE. With the adoption of this budget system, there was
» complete reorganization of the a toihistwtivemadlineryt

Gov. LOWD^N. Yes; We had a verV difficult problem in this .re^
spect Of course it would have been a herculean task to have revised
all of the substantive law relating to those various activities, so that,
instead of trying to do that, we finally Decided that we would simply
bodily transfer the powers of, say, 10 or 15 bodies that were working
along the same lines, to a. new department, leaving the substantive
law to stand. We abolished all of them, • _ '.

The CHAIRMAN. Did you find any duplication or overlapping in
the service under the old plan? • . ' '
_Gdv% LOWDEN. Yes, and I am ^lad you:brought that question up;
That is a hard thing to prevent. There is the ambition of the official.

. and, as I have said, it is frequently the best official who sins most in
y this •respect to, expand his department. It is a constant temptation

^o him to take pver-activities that really belong to some other depart-
ment. The best check on earth on thnt tendency is this way of mak-
ing the budget, because the line between'the proper functions of one
.department and those of another is very shadowy. Unless the thing
is carefully watched, duplications will. creep in and nobody will
discover them in time to prevent them. For instance, if some depart-
ment .recommends some sort of inspection which it thinks will be
very valuable for the public,, and some other department is really
doing, that work, when that department comes with its estimate to
the director of finance, the director of finance discovers the fact
in a minute. If such estimates were put in without any revision,
they would, very often, get by. As another instance, take the niattcr
of purchases: You ask if there were any duplications of service
under the old system. Every department of the government was
purchasing for itself, but under this reorganization, we created the
office of superintendent of purchases. Ho seemed to be more nearly
related to public works and buildings under our scheme than to
any other department

I do hot say that that would be the proper method here, because
there nre different considerations entering into the matter; but we
decided that buying was more nearly feinted to that department.
because that wns the department thnt was doing big things in a
material way. Before that time there was competition between dc;

partments, different prices were paid for the same things, and much
higher prices paid, but now our purchasing division makes the pur-
chases and gets much better terms. It purchases more cheaply, it
takes advantage of trade discounts and of market conditioris,'and
anybody who pas something to sell to the State has got to do it
through that division. Ho can n«t get hold of some friend of his at
th(« head of a bureau 8ome>yhei-w «nd through favoritism sell it

The CHAIRMAN. Your attention, of course, has been called to the
fact that when an official or department has been performing a cer-
tain service and it is discovered that another department is perform-

_ ;.... iu-t - --- -.—;—--- - .—— nr
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the form in which it was received. It was reduced in every instance.
I do not care how good'officials are, that is necessary, and sometimes
the better the officials the more heed there is for a reduction. That
is true for this .reason; that a man who is at the head of a division
or bureau or department of government, if he be a good man; is
exaggerating the relative importance of his department, or bureau
of division as compared with others. He lives within .that bureau
or department; he sees how the work, can be extended; he sees'lipw
he can take oh soine new activity, and, in perfect good faith, he in-
cludes those things in his requests.

Now, unless there is somebody in the government whose .chief
concern is over the question of expenditures, and who is hot think-
ing about some hew activity, and who is hot thinking about cstnb-
lisTiing some new field for the operations of the. government; that
sjjft of thing will go ah all the while and the requests will constantly
expand. Therefore, it seems to me that the first condition of an
effective budget is the existence of ah official somewhere within the
executive department who is not much concerned about spending
money, but who is on the other side of the proposition—that is.
somebody whose effectiveness and whose reputation depend, hot
upon domp sonic hovel thine which the people will applaud, but
whose whole success and whole reputation depend upon the scfuput
lous care with which lie is studying arid limiting the expenditure of
money all the while. That power was the first of tlie two powers
that were j-eposed in oiif department of fihiJhce^a geherai super-,
vision of expenditures by the government in all departments. Now,
of course, our departments were sometimes a little bit disappointed
by oii'r director of finance, who was simply thinking about the ex;
penditure phase of it and hot the servicej and who, .therefore, did
hot agree with, them with reference to all the things that they rontcd
When there *as a disagreement, the two would conic into my/lffic<
because that involved a question of policy in a wity, and we woiil'
thrash the thing out In that way we finally prepared t'
budget. Under our law that was enacted in 1917, it "is the dr
the governor to submit that budget with his approval. He n:
upon record and he must assur: responsibility for it in the ihituu
ine of it.

Witliin 30 days after our general assembly meets he must submit
that budget to tlie general assembly, and that was done. Of course,
it was an entirely new thing in our State. There has been a great deal
of controversy, *as you gentlemen know, as to what will happen to
a budget that is prepared in that way when it reaches the legislative
body, without constitutional changes or changes in the rules. We
did not ask or suggest that there b% any changes i the rules when
wo submitted the widget to our legislature. However, we have but
one appropriations Committee in each house; They are not divided. It
is a pretty large committee relatively. This budget, of course, went
to the appropriations committees, and bills have been prepared
in accordance with it.

Mr. TINKHAM, What is the membership of the committee?
fiov IxnvnEN. Our house committee contains about one-third of its

membership. The senate committee is composed of a majority of
tho senate. Then each committee operates through subcommit-


