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NATIONAL BUDGET SYSTEM.
Mospay; Serrenuer ¥2, 1919,
STATEMENT OF HON, FRANK 0. LOWDEN; GOVERNOR OF THE
STATE OF ILLINOIS.

T 1o Citammmay; Governor, this committee has been sélected to take
ap-tie study of the financial plan of the Govermment with.a view to
recominending some. changes. It his.come to the knowledge of the
commiittee that in youi State you have enncted a statute providing
for & budget sys.em, and the connmittee would be very glad to have
you tell them the nature of that systéin and to tell them how it is
operating as compared with your former plan of making estimates
and: appropriations; and, also, the extent to which it caii be applied,
or-to which some similar system cin bé applied, to-the making of
estimates for appropriations by the National Government:

‘Gov; Lowbex, Well; T can, of course, tell yon what we have been
doing, biit I do not kiow-that I can say how far it would be a?l'pli-
eable to your conditions hiere: We had in Illinois, just as they have
in‘a good many States, a large number of independent governmental
agenciés in addition to our elective officers. As we all know, govern.
nient has béon taking on new functions from-time to tiné in vecent
years, and our State; like nearly all the other States; so faras I am
advised, when it cteated a new activity of government created an
ubsolutely new body to handle that activity. That body was a com-
mission or board, and sometimes an individual, but, whatever its
for, it was an.indepeiident agency of governinent. That had-gone
on ir oui Staté until we had something liké 125-=although no-two
men rgreed as to how muny-=independent and unrelated agencies of
govermiient. In maKing appropriations under that condition éach
of thaso 125 or iﬁéroés;‘;emies-madé its oWn estimate, and those esti-
mates were not revised by anyone and were not related to the esti-
mates #s 4 whole, We found that anything like adequate supervision
of tha govermnent by the governor was impossible with that large
number of iidependent agencics, _ -

By n survey of those-agencics we fonnd that they could * ry prop-
orly be put into nine groups; that is, there were nine gei:cral sub-
jects to which some ono or all of them pertained, and, therefore, wo
created nine-departments of Government. We abolished the boards,
commissions, and all of those independont agencies, and then trans-
forred their powers to one of those nine departments to which they
belonged, So that, when we had done that, we had nine depart.
moents of goveininent. with those 125 independent agenci-s distribited
among them. Thus wo created a department of public welfare, n
department of public works and buildings, a department of agriev'
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aré, a de) wrtment of registratioin and education, a department of
public hcalth, a department of labor; a department of mines and
minerals, a department-of tride:and cominerce, anc.a department of
finance. The department of finance became renlly «n agéncy of
gove~ninent to-supervise the finances of the State; 1t had the power
to provide for a uniform- system of bookkeeping, dccounts, and re-
ports; it had the power to approve or disﬁ;}i}pmVe 4l] vouchers or.
claims against tle Government; and, until they were approved by
the departinent of finance, of course, they were not paid; That de-
{;aftment was also given the power and was required to preprre a

udgeét for the uisé of the géneral assembly, and all of the offi ials
who had the power to éxpeiid monéy 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-go-to-the diréctor of finance. =

By thé Wway, we have at the head of each department an individual,
and-not & board or commission; upon-the theory that it is the individ:
ual who executes-and not 8-body of men, All of.the boards:and-com-
-issions that we had in tle State were abolished except those that
had quasi judicial of quasi législative powers, These Were tlie public
utilities commission, the industrial commission; which administers
the compensation l1aw bétween employée and émployer, and the civil
service corimission: All the other bodies, or the purely administra:
tive égénéié‘s that were in the form of boards or commissions; Wefé
abolished, and individuals were pit at the head: Thé director -of
finance was given full powef, in addition to those powers I have
enumerated, to make his oWn investigations into the needs of any
department, to exaine into the affairs of the departments; and he
was.given power to reduce or olait in the making of his budget any
item of fequest on the part of any departfiént. In view of the fact
that those niné difectors-who were at the head of the various depart-
ments were presumably of equal authority, ahd in ordet to avoid
any friction botween them, there Was-the Tight on thé part of the
head of any departmient Wwho objected to the action of the director
of finance t,o_apgéa‘l to the Eﬁ"iéi‘hbi‘.ahd to take up the question with
the governor.  Of course, the governor, being made fesponsible under
rolur law for the initiative ia the budget, would have the last sa§ on
that, . ; . . )

Now, under that authority==and this i$ one of tlie things I waiit
to emphasizo because 1 think it is important in the discussion -of
any budget system==under the power of the director of finance to
cxercise a general supervision, in a way, over the expenditures of
the State government, he was in effect preparing the budget from
‘the beginning of the fiseal year; hecause all of the items of expendis
turo came to him for his approval, aiid that necessitated the mak:
ing of investigations constantly as to the need of some of those ox-
nenditures. Therefore, he was becoming familiar with the real
needs of the departments, and, when the estimates came to him from
‘the othier departments; he had the advantagoe of all this information
that ho had L onfact‘uirmg as he went along, and was énabled there-
by to act intelligently, As ‘ livecto
~snys that e ‘does not recall a single estimato that was made by a
ingle dopartment that was permitted to stand in the budget in

As a-matter of fact, our director of finance. .|
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the form‘  which it was.received. It was reduced in évery instance.
T.do not care how pood officials are, that is nécessary, and sometimes
the better the officials the more-need there is for a reduction. That
is-true for this reason;that « man wlo is at the hiéad of a division
or bureau or department of governmént, if he be a good man, is
@_ngg'ci'atiij\g the relative importance of his department or bureau
or division a8 compared with others. He lives witliin that buieau

of departmént; he sees how the work can be extended; he sees how
he can take on some néw activity, and, in perfec: good faith, hé in-
cludes those things in liis requests, ) : o
: Now, unless thére is somebody in the gover ment whose chief
‘oncern is over the-question of expenditures; air who is not think:
ing about some new activity; and who is not thiking about estab-
lishing some new ficld for the operations of the government, that
sort of thing will go on:all.the while and the i-e%uésts'will“obnsmntly
e;pand; ‘Therefore, it seems to me that the first condition of an
effective budget 15 the existénce of an official soniewhere within the
exccutive depatrtment who is not much concerned ahyut spending
toney, but who is 6n the other side of the propositioh=that is,
somebody whose effectivéness and whose reputation depend; rot
upon doiig someé novel thing which tlie people will abglnud, but
whosé Whole succéss and wholé reputation depénd upon-the scrupu-
lous care with Which he-is studying and limiting the expenrditure of
money all the While, That power ‘Was the first of the tivo powers
that were réposed in our department of fiiance=a geneéral supei-
vision of expenditures by the government in.all departments. Noi,
of course, our dépaitments were sometiines a little bit disappointed
by our director of finance, who was simply thiniKing about the ex-
penditure phase of it and not the service, and who, theréfore; did
pot agree with them with reference to all the things that they anted.
. When there Was a disagreement, the two would comé into my office,
because that involved a question-of policy in & way, and wé woild
thrash the thing-out. In that way we finally prepared tle
budget. Under our law that was enacted in 1917, 1t is the duty of
the governor to silbmit that budget with his apptoval; He must go
. upon fl"ocord and he must assume responsibility for it in the initiat-
- ing of it: _ 3
- Within 80 days dfter our general assembly meets he must submit
that budget to the genera) asséinbly, and that was done; Of course,
it was an entirely now thing in our Staté, 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
bady, witliout constitutional changes or changes in the rules, We
did not ask orsuggest that thero be any changes iin the rules when
we submitted the budgef to our logislature. However, we have but
one appropriations committeo in each house, Thoy arenot divided. It
is o pretty largo committeo relatively. This budget, of course, went
fo the approprintions committees, and bilis have been propared
in accordance with it.

Mr. Tiwguan. What is the membership of the committest = .. .-

- 2Gov Loweex. -Our-houge cominittee-contains about one-third of its
| membership, The senate'committeo is composed of & majority of
tho senate, Thén each committes operates. through subcor
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tees. The iembership of our housé is 153, and yoii can sée that the
menibiers constitiite a relatively large coinmittee. . Those bills were
tiaken up-and weie-passed upon-by the cominittees. .

Mr. ‘l;{.\\\‘i.é'r. Were tliey prepared by the executive or by thé com:- .
mittees? - o . : .o

Gov. Lowpex. They were prepared as a result of coo’})jéi'it_ibn'be-
tween the two. The bills were really prepared in conference. In
other words; Wwé assumed that in order to make any system_a suc-
cess there had to ‘be cooperation iix good faith bétween the legisla-
tive and exccutive branchies of the Government, and my huiible
;:'pi:i]ioh is tliat that is a condition of success in anything of -this
ind, . - . . S

My, Garyek: You take the responsilility; in-the first place, of say-
ing that this-mohey is'necessary! . . B

Gov. Lowpex. Yes, and -that no more is necessary. Of course, we
liad information. that the appropriations committées could by no
possibility have. T donot care lioW able they were, tliey could not
miect down there, as:-thiey did on-the 1st 6f January, aind begin to get
the data upon which to base an annual ﬁpgi‘d' riations ‘bill that
we had been accumilating for & year und a half: Our legislature
mects only ofice in two. years. We had the information because
through this departmient of finance We had been getting the data
and going into all of those things. Those bills were considered in
rc'guﬁli" form by the-tw~ -houses, and if any questions arose,the com-
mittee at once got into:touch with our departmeént of finance; and,
as they said, they were fréquently able to get imore information in
a minute i referénce to those, things than they had ever been able
to get in n month underthe old- way whén there was no one who had -
been checking up on those things:  Sometimes they would disagree
us to some particular itein: It niight involve a question of policy
on which it was their duty to disagree of they thought that way, .
When that happened, we would thrash it out ageift.  They would
take it up With the depurtiment of finaince, ot with ine if it was af im-
poitant matter, and we went silong in that way. Now, 1 suprpso
that when they got througl with their appropriation bills, which
involved for-the ordinaiy expénses of the Government for the two
years sonething like $52,000,000, the appropriation bills; o far as
the departments of Government under the control of the governor
were concerned, ns they were finally énacted into-1aw, did.not differ
from the budget that we siibmited by more than $100,000, ot some-
thing like that. ' : :

Mv, GarNEr. About one<half of 1 per cent?

Gov. Lowpex. Yes; and both of the appiopristions conmittees,
of the senate and house, were perfectly delighted with the new
scheme, Of couiseé, they looked upon it with seme suspicion, per:
haps; ut first; but they were able to go about the thing in an intelli-
gent way and in a way that was satisfactory to themselves,

Mv, Byrxs, Does the legislature have the right to inerease as woll
a5 to reduce the estimntes? ' :

Gov, Lowpryx, Yes, sir, No changes were made in the rules,

Mr, Garxen, This change in ¢he method, of executive management

wpsdone by lawd. 7 7
v, LOWDEN, Yes .
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L 2 Mr, GarNiR.'But it was-not necessary to change the;ég‘,xj_stitﬁtidni?
} -..Gov. Lowpex,. No; tliat did not change the constitution at il
o - Mr. Tenpre. Was.the reorpanization of the departments tliat you
.described e _’oﬁenﬁilupa;"t.ofg-:l?é working of the budget systein{
- Gov. LowbeN. 1 think so. - In other words; when we had. 125 scat-
Sered agencies to deal with, and- they were scatteréd over the. State,
3more. or less, under the old scheime, 1t would not- have been possible
to-have had thie close contact between the financial departmient and
ﬂloge otlicr activities that tliere Was after this consolidation iwas
.n e. _ M - i - . . .
;- Mr, Tewpre. T quite agree with you as to that; but I wanted to
bring that point out plainly. :
© . Gov._Lowpes, It would have.been difficult. ,
© Mr. Haweer. If the legislature should increase an
Iveyou the power to-veto-any item of the bill? .
.. :Gov, LowpEN. I have the-power to veto any single item:._ves, sir,
dut I cannot reduce any iten. _ )
2 Mr, CavipBErL, Was there aiy effort on the pmt of any of the
heads of depariments.-or fornier burean cliefs to reach tlie legislas-
t'ife With n view to increasing the appropriations afier the estimates -
-had been maded @ . : '
- ‘Gov. LowpEN; No, sir. Wa in:a way agived among. oipselves that,
unless the appropriations committees wanted some specific informa-
tion from some departiment héad, divisioit chief, or superintendent
of some institution, the poiiit of contact between the executive -and
the legislatiire sliould be through the departinent of finance.
: /Hﬁg'r-rs'mmt; At this last session; did the legislature approprinte
w& increase over your-estimate? _
> Gov, Lowpen. 1 think they did in. two or three unimportant
things, but there was nothing-of real:conséquenceé that I can recall-
DOW, . . L - :
-~ M. Haviry, Have you found it necessary after submitting the
budget to submit supplemeﬁtar!y; estimates , '
+ Govi LowneN. Yes, We submit the budget, which is not pub-
dished, and then we submit a fuller itemization or analysis of the
wlhiol¢ thing for the use of the committecs. -
... Mr. Hawiey. Did that incresse the expeunditures? .
- Gov, Lownen, No, sir. . - :
w.Mr, Hawiey. You spoke about nine departivents that were or
ganired; : : ;-
Gov, Lowden, Yes, B
Mr. Hawiry, Are the heads of those depuitinents appointive?
-+ Qov, Lowoen. Yes,
«+ ‘The Cralriran. In abolishing 125 boards and commissions, and
turning over the functions anc 3owef§-6f those boards, and com-
| missions to the 9 departments, did you improve the efficiency of
t the servicet _ -
! i..Gov. LowpeN. T think the sérvice was vastly improved. There
was ne such thing possible-before, I the governor worked 24 hours
: per day, it was not possible for him to know what was going on or
; What was being done by those 125 indeperident agencies, but having ‘
them organized into 9 departments, and. with the heads of thoae - .

Aanarmante with afRang 1n tha

appropridtion, .
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" can be in daily touch With- theiii, whenever & question arises in. con:

nection with the department, it.can be:taken up-at oncé through the -
head.of the department. oL .

Mr. Tesirre. With the.adoption of this:budget system, thére was
& complete reorganization.of the administrative machineryy. = -

Gov. Lowbes: Yes. We had & very-difficult problem in this re:

, - herculean task to have revised
all-of the substantive law relating to:those various activities, so-that;
instesd of t_x_?fring'rtb do that, i‘e%ig_ny decided that we-would:simply
bodily-transter the powers of, say, 10:or 15 bodies that Were working

-~ along' the samelines, to & ncw departrent, leaving the substantive

- —
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law to stand. ‘We:abolished all of ‘them.. o L

. The GHatRMAN. Did you. find any diiplication or overlapping in
the service undér the. old planf ’ . L
__Gov, LowngN, Yes, and I am 2lad you brought that question -up:
‘That is a hard thing to prevent. There is the ambition of the official, -
and, 13 I have-said, it is frequent}y-the best officis] who sins most in
this-respect to.expand his department. It is'a constant temptation
to-him to take over.activities that really belong to some other depaft:
menit, Theé best chéck on-earth.on that téiidency is this way of mak-
ing the budget, beéause the line betwéen-the proper-functions of ohe
department and those of another is very shadoiwy. Undess-the thing
is carefully watched; duplications will_creép in and nobody Wi
discover them in time to prevent theii, For instafice, if-some depart-
ment .recommends somé sort of inspection which it thinks will be
véry valuable for the public, and somé other department is really
déing_ that work, when that department comes with. its estimate to
the director of finance, the director of finance discovers the fact
in-a mihute. If such estimatés were put in withcut any revision,
they would, very-often, get by. ‘AS another instance, take the matter
of purchasés: You ask if there wére any duplications of service
under the old' system. Every department of the government was
purchasing for itself, but under this redrganization, we created the
officn of superinterident of purchases. He seémed to be moré nearly
reélated to public works and. buildings under our scheme than to
any othor department, - :

do not say-that that would bé the proper method here, becaise

there are different considerations eritering into the matter; but we
decided that buying Was more nearly relited to that department,
bocause that was the department that was doing big things in a
material way, Beéfore that time there was competition between de:

artments, different prices were paid for the same things, and much

igher prices paid, but now our purchssing division makes the pur-
chases and gets much better terms, It purchases more cheaply, it
takes advqnta%? of trade discounts and of market conditions, and
anybody who has something to sell to the State has got to do it

~ throngh that division, Ho c¢an not get hold of some friend of his st

~ tain.service and it is discovered that another department is.perform-

tho head of 'a bureau somewherv wud:through favoritism-sell it
_ The Crarrman. Your attention, of course; has beén called to the
-fact that when an official or department has been performing a cor-







