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GrnrLEMEN: The Commission on California State Government Or-
ranization and Economy, which held its initial meeting on April 24,
1962, presents herewith its first report to the Governor and the Legis-
lature in accordance with the provisions of Chapter 6, Division 1, Title
9 of the Government Code. This report, based on an evaluation of testi-
mony from over 90 expert witnesses, presents the Commission’s find-
ings and recommendations following an independent review of the
reorganization of the exceutive bramch of the state government. The
report includes the Commission’s observations on the ‘‘agency’’ concept
of organizational structure, implemented in part by the Governor and
the Legislature in 1961, together with recommendations for executive
and legislative considerations in 1963. In acddition, the report presents
o Lrief comment on the role of the commission itsolf, after its flrst
eight months of operstion.
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A subsequent report will deal with specific draft proposals presented
to the Commission by the Governor leading to the transfer of units of
the Department of Finance to a proposed Executive Office of the
Governor and a separate Department of General Serviees. These pro-
posals, currently under study by both the Qovernor’s Office and this
Commission, will be the subject of a subsequent report of this Commis-
sion to be issued at an early date. It is recognized, however, that the
precise character of the organizational structure eurrently being im-
plemented and diseussed here will not be finally established until an
executive and legislative decision is made as to the disposition of those
funetions for which the Department of Finance is now responsible.

The questions which the coramission has considered and upon which
it has rendered its judgment are:

1. To what extent—after one year of operation-—has the administra-
tive reorganization program achieved the objectives anticipated
by the Governor and the Legislature?

2. 'What, if any, changes—should be considered by the Qovernor and

the Tiegislature in 1963 to strengthen these achievements and fa-
cilitate further progress toward the overall objectives?

In brief, the Commission concludes that the grouping of related de-
purtmeits togotlier within an “geency’’ for the purpose of improving
policy and program development, execution, and control has served
betier to meet the requirements of the Governor, the Liegislature and
the publie. In our opinion, experience to date indieates—not without
qualifications, to be sure—that the agency system has:

1. Made the Governor’s respousibility as Chief Executive more man-
ageable and more effective.

9. Filled a needed, but previously missing, level of political-adminis-
trative leadership created by the size and complexity of California
State Government.

3. Provided a potentially greater opportunity for more effective leg-
islative review and improved communieation with the excentive
branch. '

4. Produced specific and tangible benefits of program co-ordination
among related departments, the elimination of overlapping serv-
ices, and more effective utilization of manpower, space, and finan-
clal resources.

The Commission concludes that the initial action taken by the Gover-
nor and the Liegislature in revising the organizational structure of the
executive branch met a pressing need for reorganization. The Commis-
sion recommends that steps be taken by the Governor and the Legis-
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lature in 1963 to strengthen and carry forward this rcorganization
program. In the opinion of the eommission, such considerations would
include at this time the:

1. Extension of statutory status to the Business and Commerce
Agency;

2. Establishment of statutory ageney administrators on a full-time
basis without concurrent responsibility for serving as depart-
mental directors; :

3. Provision of a minimal staff {(four-six professional positions) to
assist each statutory administrator;

4. Decentralization of such management and staff controls as can be
exercised more effectively at the agency and department level ;

5. Continuation of studies evaluating the inclusion within the ageney
eoncept of all operating functions of state administration respon-
sible to the Governor. As a general rule, all such executive de-
partments should be integrated in some tashion within the agency
framework.

Tt is pointed out that the responsibilities and administrative relation-
ships of the eonstitutional offices, statutory boards and commissions
and other activities affecting the exeeutive branch of the state govern-
ment were not within the scope of thig study. These are subjects of
future interest 1o this commission.

The Conmission expresses appreeiation to members of the 1959 dov-
ernor’s Committee on Organization of State Ctovernment, to ageney
administrators and department heads, to the Director of Finance and
to nmmerons other state officers and employecs for the courtesy and
assistance shown to them and their cxeentive sceretary during the
course of this study. Success in meeting the ecommission’s ohjectives as
spelled out in the Government Code will be materially enhaneed by
this spirit of interest and co-operation.

Respectfully,
RueeNe C. Lex, Chairman
AgspMBLYMAN Mmuron Marxs, Viee Chairman
Asgsemsryman JouN T. KNOX
Srare SENATOR GroRGE MILLER, JR.
MaNNING J. PosT
Son PricE
RICHARD STIERWOOD
Roy SORENSON
Srare SENATOR V. L. STURGEON
Dair TANDY
TFrang D. TELLWRIGHT



FINDINGS AND RECOMMENDATIONS CONCERNING
REORGANIZATION OF THE EXECUTIVE BRANCH
OF STATE GOVERNMENT

INTRODUCTION

In 1961, the Governor and the Legislature coneluded that reorganiza-
tion of the exeeutive branch of California state government was neces-
sary and took steps to initiate the first major change in the structure of
state government in the past 30 years. At the same time, a judgment
was made that the study of administrative organization, practices and
procedures—in which both the exceutive and legislative branches are
continuously engaged—might be faeilitated by the establishment of a
permanent, independent reviewing agency. In accordance with the
terms of Assembly Bill 1510, authored by Assemblyman Milton Marks,
approved by a unanimous vote of the Legislature and ratified by the
Governor, the Commission on California State Government Organiza-
tion and Heonomy was established * and held ifs first meeting on April
94, 1962. This statement constitutes the first report of the commission,
and for this reason a brief comment concerning its role is presented.

The commission is composed of 11 members—T7 lay citizens (5 ap-
pointed by the Governor, 1 by the Speaker of the Assembly and 1 by
the Committee on Rules of the Senate), 2 Assemblymen and 2 Senators.
No more than 6 of the 11 commissioners may be from the same political
party. In establishing the commission, the Tegislature gave it the fol-
lowing charge: :

... to secure assistance for the Governor and itself in promofing

economy, efficiency, and improved service in the transaction of the

public business in the various departments, ageneies, and instrumen-
talities of the executive branch of the state government, and in mak-
ing the operation of all state departments, agencies, and instrumen-
talities, and all expenditures of publie funds, more directly responsive
to the wishes of the people as expressed by their elected representa-
tives . . . (Sec. 8521).

While the commission is sometimes referred to as ‘‘California’s Little
Hoover Commission,’’ it should be made clear that this is not a fully
deseriptive label, The national and state **Hoover’’ studies have gen-
erally been expensive, single-shot, erash attacks on problems of govern-
ment organization which were approaching the erisis stage. In eontrast,
the California commission was established with modest resources, with-
out reference to any specifie problem, and just after—mnot before—a
major reorganization survey had been conducted and partially imple-
manted. Mhe mique vole of this ecommission, which hias no parallel at
cither the nntional lovel or in any other slate, iy its permanent statuy,
its joint eitizen-legislator membership, its independence, and the po-

1 Chapter 8, Division 1, Title 2 of Government Code——See Appendix A.
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tential breadth of its area of inquiry., Subject to limitations of time,
staff and money, there are no restraints on the commission’s legal ability
to undertake a review into any aspeet of the operation of the executive
pranch, For example, aveus of investigation eited in the enabling legis-
lation include:

-t

. Tmprovement of methods and procedures for redueing expendi-
fures consistent with efficient performance of essential services.

. Flimination of duplication and overlapping of services,

" Consolidation of similar functions and abolition of unnecessary
ones. .

. Reorganization of departments and agencies.

" Definition or redefinition of duties of state officers.

Revision of provision for continuing or permanent appropriation

of state funds.

Lo o

o o

Beeause of the newness of the commission, the absence of precedent
from other states and the broad nature of the legislative charge, the
most important task facing the commission has been to determine its
gpeeific role. The executive and legislative branches expend consider-
able time and effort each year in the investigation and analysis of the
administrative structure and procedures of state government. Sueh
units as the Department of Finance, the Legislative Analyst, the Andi-
tor General and the numerous legislative interim ecommittees have these
problems as their major foeus of inquiry. Is there, in addition, a role
for a permanent, citizen-legislator commission? Can such a group pro-
vide a construetive influence in state government? We believe so. But
we are quick to state that an adequate answer to thiz question, after
only cizht months of activity, is not yet clear. The commission should
itsolf bo independently evaluated, after suflicient time has clapsed for
appraisal, to determine whether its contributions are significant and
whether its continuance is justified. The members of the commission
are dedicated to the challenge and optimistie that an independent re-
viewing ageney will be able to stimulate the development of organ-
izational structures and administrative practices which will better meet
the needs of the Legislature, the Governor and the public.

As its first order of business, the commission chose for study and
evaluation the organization of the administrative structure of the
exeentive branch, more specifically the tagency’’ concept, discussed
below. This is both an important problem of state government and an
appropriate starting point for commission analysis. The subjeet is
¢ne requiring both executive and legislative attention and action in
1963 and one concerning which there is specifie public interest. It
has also served the valuable purpose of providing the ecommission with
a comprehensive review of state administration, on the basis of which
decisions as to future investigations may now be made with some con-
fidenee. '

In presenting its findings and recommendations with respect to state
administrative organization, the commission would ndd only this one
final statement. The state reorganization program commenced in 19461
is in midstream, and an evaluation of progress in sueh a case is both
speculative and subjective. Nevertheless, judgments must be made and
doeisions reached as to whether to turn back, to modify or to continue as
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originally propesed. The commission does not pretend that it has found
the answers. 1t does hope that its considerations and conclusions will
be of material assistance to those who must render the final verdiet, the
Qovernor and the Legislature and, nltimately, the people of California.

THE STATE REORGANIZATION PROGRAM

In February, 1959, Governor Edmund G. Brown appointed a speeial
Committee on Organization of State Government. The committee was
instrueted to study the existing strueture of the exeeutive branch of
the state government and to mulce recommendations for necessary im-
provements. That coramittee identified the major aspects of the overall
problem which, in their opinion, necessitated executive reprganization.
Their report? to the Governor, which concluded their assignment,
stated that:

“Thirty years have ¢lapsed since the last major overhaul of state
government in California. Population inerease, technological ad-
vanees, and changing publie attitudes concerning state government
functions have produeed major ehanges in the organization of the
sxecutive branch in that period. Twelve departments have been added
and many boards and commissions created. The number of state em-
ployees has increased from 17,500 to 112,500 and the annual budget
increased from $125,000,000 to $2,200,000,000. State government has
become a vast and widespread enterprise. With population expan-
sion and addition of new services, effective management has become
increasingly difficult. The present structure of state organization, it-

~stead of helping, has tended to make the job of management more
complex. The time has come for reappraisal.’’

That committee stated further that:

‘¢ A The Covernorship in California has been weakened by diffusion
~ of anthority.

B. Department directors and boards and commissions are unable
to communicate with the Governor.

C. Departments, boards, and ecommissions do not have adequate
communication with each other.

D. The Governor lacks an effective means for the formulation and
execution of unified, eo-ordinated policies.

I, There is not enough high-level attention to program planning
and evaluation.”’

The plan proposed to meet these needs and to provide an effective
organizational strueture basieally involved the grouping of related de-
partments on a functional basis into eight ageneies. Tach agency would
be supervised hy an agency administrator who would be responsible to
ihe Governor for the overall policy, program and performanece of the
severn] orgunizntional unity comprising the agency. The ageney ndntin-
trutor wonld serve as “‘an extension of the Uovernor’s personadity
and nuihority’’ as both his poliey and managerial representutive sl
adviser. kn addition, the proposal ealled for an exeeutive department,
under an excentive officer, to provide top-level management stall serv-

- aea .. anirn. Tranmeantzallon af the State Govermment by

- o —— — e —————
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jce to the Governor. Collectively the eight agency administrators and
the executive officer would represent all state pxecutive activities, with
the exception of responsibilities of the constitutional officers, and would
serve as the Governor’s Cabinet.

With the adoption of statutes creating the Highway Transportation,
1lealth and Welfare, Youth and Adult Corrections and the Resounvees
Agceneios, the 1961 Legislature tool the initial steps of the fiest compre-
hensive reorganization of the executive branch sinee Goverior Young's
administration in 1929. Subsequently, the Governor ereated four addi-
tionnl agencies on a less formal basis by administrative order: Publie
Safety, Employment Relations, Business and Commerece, and Revenue
and Management. Full-time agency administrators were appointed to
the Fealth and Welfare and Youth and Adult Corrections posts, while
the other agencies have been administered to this date by persons also
holding departmental directorships.?

Expressed in its most simple terms, the objective of the present ad-
ministrative reorganization measures is to provide the State with an
administrative structure whieh will Pacilitate the transaction of publie
business olfectively, efficiently and eceomomically and in a manner which
is responsive to the wishes of the people as expressed by their clected
representatives. The reorganization measores adopted by the Legisla-
ture in 1961 as well as the additional steps enrrently under study have
the objective of giving the Governor an improved organizational strue-
{ure for earrying out his legal and political responsibilities; the meus-
ures seck to improve the Governor’s span of control by reducing the
number of organizational units reporting direetly to Ttim; they are
designed—hopelally—to enconrage improved program planning and
pxeculion by grouping related metivities together und providing Tor
strong stafl and technical sorvices on a decentralized basis funetioning
in accordance with broad overall policies established by the Governor
and his principal officers.

The need for the provision of a responsible and effeetive executive
organization to meet current and foreseeable operational needs has
been stated repeatedly by Governors sinee the turn of the eentury. The
means of achieving this objective have varied as the diversity and seope
of governmental functions have inereased and become more complex.
The purpose of snecessive reorganizations, however, hag remained eon-
gistent. The issue becomes even more important as an eye is cast to the
future. With California—already the largest state in the nation—socon
to reach a population of 20 million, and 30 million only a decade later,
the need for a state administrative organization which is responsive,
responsible and efficient becomes not a prayerful hope, but a critical
necessity.

The questions which the commission has considered and upon which
it here renders its judgment are:

1. To whnt extent—nlter one year of operation—has the administra-
tivee recrennizalion progrim aehieved the objectives anticipuied
hy the Governor and the Legislatore?

& §uhaequent Lo ihe writing of this report, the Ginvernor haa nnnouneed Lho nppoint-
ment of & full-llmo pdmlnlatrntor of the JlesoonrecH Aponey. Phis netlon 14 In

aeeord with the recommemndation plven lLelow Lhat stalutory agency nibminisg-
Lratory serve on o full-timo bunls,




12 TINDINGS AND RECOMMENDATIONS CONCERNING REORGANIZATION

2. What, if any, changes—statutory and administrative—should be
considered by the Governor and the Legislature in 1963 to
strengthen these achievements and facilitate farther progress to-
ward the overall objectives?

"This report is addressed solely to the commission’s evaluation of reor-
oanization through the grouping of related departments into ‘‘agencies’’
with an ‘‘agency administrator” responsible to the Governor for the
overall policy, program and performance of the several services com-
prising the agency. Specific proposals for the division of the Depart-
ment of Finance into an Exeeutive Office of the Governor and a Depart-
ment of Genéral Services are currently being analyzed. A subsequent
report will present the commission’s findings and recommendations
eoncerning these specific phases of state government reorganization.

In the eizght months since this commission’s organizational meeting,
it has met nine times, a total of 16 days. Testimony has been received
coneerning state government operations from representatives of private
industry, state taxpayers’ associations and eity and eounty government.
The theory and eoncept of the tgoeney’’ form of state government
organization has been discussed at length with members of the 1959
Governor’s Committee, with career state employees who served on task
forces which studied the recommendations of that committee, and with
the President pro Tempore of the Senate and a representative of the
Speaker of the Assembly. The present status ol the first phase of the
reorganization program, which went into effect October 1, 1961, has
been reviewed intensively with the ageney administraters and depart-
mental directors, as well as with other management and staff personnel.
More than 40 expert witnesses have appeared before the comnntission,
and the executive seeretary has eon ferred with at least DO more,

THE COMMISSION'S FINDINGS AND RECOMMENDATIONS
The Qrganizational Concept

fhe Commission on California State Government Organization and
Teonomy has conecluded that, in basie outline, the ageney coneept pro-
vides an cffective organizational pattern for meeting the eomplex re-
quirements of the state government in 1963 and in the years ahead. It
recommends, as indicated below, that steps be taken by the Governor
and the Legislature to strengthen and carry forward the reorganization
program that has been initiated.

Endorsement of the organizational format represented by the cur-
rent program does not mean that there is a single one-best form of
state government organization, cood for all places and times. But wit-
ness after witness before the commission has testified that reorganiza-
tion was necessary and that the administrative structure existing in
1960 was eritieally defieient. The Governor’s committee and task forces
in 1050--after thousands of man-hours of investigation—econcluded
that the agency concept provided the most promise for suecess. The
Governor and the Tegislature in 1961 indieated general approval of the
approach, TTpon the basis of ity investigntion, this eonmmission also en-

dorxes Lhe coneept of grouping relnted dopartnents e an ageney. In

our opinion, experience to date indicates—not without qualification, to
1 P ' 1. -
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1. Made the Governor’s responsibilities as Chicf Executive more
manageable and more offective.

9 Tilled a needed, but previously missing, level of political-adminis-
trative leadership created by the size and complexity of California
state government.

3. Provided a potentially greater opportunity for more cffective legis-
lative review and improved communication with the exeentive
branch.

4, Produced specifie and tangible benefits of program eo-ordination
among related departments, the elimination of overlapping serv-
ices and more effective utilization of manpower, space and finaneial
Tesourees.

In sum, the reorganization plan, insofar as it has been implemented,
appears to be achieving at least some of the desired results. The ae-
complishments to date of the four statutory agencies and to a lesser
degree of those created by execntive order have been significant. There
have been consequential but intangible program benefits, some of which
are not as yet fully realized, in addition to many measurable accom-
plishments which have been attained. Letters from the agency admin-
istrators setting forth their evalvrations, accomplishments, and objec-
tives are appended to this report. Both the record to date and the
promise of achicvement appear to validate the course of action which
has been started and whiech we propose be continuned.

Tt has been said by some that the creation of agencies and the estab-
lishment of new positions of agency administraior wonld in effeet estab-
Hish ‘‘super-departments’” dirceted by ‘‘snper-reporters’’ for the Gov-
ernor, that an additional level of bureaueracy wonld appear with pro-
portionate increased eosts and duplieation aund that the identity and
wall-established responsibility and expertise of the established depart-

‘ments would be diluted and rvendered ineffective. Although this devel-

opment is always possible, of course, actual experience of the statutory
agencies during the past 15 months does not, in our opinion, bear out
such a predietion. Ageney administrators in their role as ‘‘outposts of
the Governor’’ have facilitated communication to and from the Gov-
ernor’s office and between agencies and have not become immersed in
the tochnical and operational details of the departments and other
organizational units comprising these agencics. Rather there has been
markedly improved activity in broad-scale planning and in better pro-
gram development and policy execution, In addition, signifieant bene-
fits appear to have been realized throngh better eo-ordination of inter-
and intra-agency effort and by more effective resolution of interdepart-
mental differences of opinion in areas of mutual concern. Experience
to date indicates that the agencies and the agency administrators are
not providing just another level of government but rather a missing
level. This level stands midway between the specialized and detailed
day-to-day administrative responsibilities of the department director
and the generalized broad-policy duties of the Governor. It is a level
erented by the inereasing size and complexity of California state gov-
cenment. 16 is o level the comimisston coneludes must ha (Hled,
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The eommission cannot aud does not say that speeific accomplish-
menls and benefils that have been achieved in the state govermnent
sinee the initintion of the agency approach would not or coutld not be
attained in the absence of the agencies. Sinee the creation of the agen-
cies, howevey, thero are significant instances of such aceomplishmeuts
thit have tended to defy solution in the past.

A valid estimate of the netual total monelwry vatue und elfect ol
these ageney accomplishments eannot yet be established, although it
is olear that there have been examples of significant savings., It should
be noted, too, that agency administrators have been required to meet
the costs of their offices—including their own salaries—from budgetary
savings. While economies and dellar savings resulting from more effec-
tive co-ordination, elimination of duplication, and the integrated man-
agement of line operations are of utmost importance, the ageney con-
cept of organization is no panacea for government spending, of course.
"Phe commission concludes, however, that the prospects of efficiency and
economy will be increased because of the existence of the ageney admin-
istrator. Of equal importance and perhaps a prineipal benefit of the
grouping of departments, hoards and other units into agencies is the
provision of a more responsive organizational strueture for assisting
i{he Qovernor in the implementation of his policies as well as those of
the Legislature.

‘The Agency Administrofor

~ Suceesstul implementation and effeetive continued operation of the
revised organization are dependent in large part, of course, upon the
kil and ability of the ageney administrator. Ie {ruly niust operdate as
an ‘‘extension of the Governor’ in the avcas of poliey, planning and
program exceution. The requivements ol this position will viry between
the several ageney administrators, as will the problems and opporti-
ties of each ageney. It is implicit, however, that if the administrator
is to fill a ““missing lovel of government,”” he must concern himself
with overall poliey planming, exccution and evaluation and not with the
minutiae of day-to-day administration. An additional advantage of this
arrangement is the creation of a level of policy leadership and control
—on behalf of the Governor—a step removed from the professional and
clientele ties and pressures which inevitably confront many of the
department heads.

Tt is not contemplated that stafl at the ageney level will duplicate
or replace existing departmental staff services. Indeed, a large staff at
the ageney level would appear fo serve as a deterrent to the sneeessful
implementation and operation of the agency concept of organization.
Tn their testimony before this commission, ageney administrators were
consistent in their belief that staff requirements, although they might
well vary from ageney to agency in accordance with the stage of ageney
development and specialized problems, would be minimal—perhaps
four to six professional positions—eonecerned primarily with such mat-
ters ag budget planning and program evaluation, top-level management
anlysis and internal as well as extornul communieation and relation-
ships. Sueh positions are, in the commission’s opinion, cssential to the
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successful operation of the ageneies and should be provided at this time
to cach of the statutory administrators. Although the ecommission has
not considered the question of civil service status of such employces at
length, these few top-level staff officers should serve in these positions
at the pleasure of the agency administrator inasmueh as they will be
elosely involved with the policy formulation and interpretation respon-
sibility of that officer.

With respect to the anthority of the ageney administrator, it ig elear
{hat statutory statns makes a difference—lezally, politically and admin-
istratively. To the extent that the Governor and the Legislature have
confidence in the wisdom of a partieular organizational grouping of
departments into an agency, that agency and the position of agency
administrator should be created by law. While the agency adminis-
trators who have been serving on the basis of an oxcentive order of the
Governor have provided a constructive ecommunication and laison
service, it is appavent they have not been able—nor have they been
expected—to exereise the same positive leadership over the departments
as their statutory connterparts, :

Tinally, if agency administrators are to become fully effective, they
must devote full time to their agency assignments. It is no criticism of
the ineumbents to suggest that it does not appear physieally possible
for a person to function as an ageney administrator, in terms of the
concept diseussed above, and at the same time serve as a department
head with direet responsibility for the dny-to-day line operations of
one of the departments within the ageney. And even assuming this
were possible, there is an inherent eonflict in roles which should be
eliminated. The eommission reeommends, therefore, that all statutory
administrators be made full time.

The Agencies -
Agency Affiliation

The eommission endorses the continued statutory existence and the
strengthening of the four agencies created by the Legislature in 1961
However, the commission has not conclnded that the success of the
reorganization program is necessarily dependent upon the inclusion at
this time of all depatrtments and othet orpanizational umits within a
specifie agency. There are still many questions for the future growing
out of the complexities of state government which make a uniformly
applied logie both unwise and unrealistic. More experience and study
are necessary as related to some departments of state government, and
there are unresolved problems affecting logical funetional groupings.
1lowever, if the ageney concept of organization as represented by the
statutory agencies is regarded as valid, a position this commission
strongly supports, it follows as a seneral rule that all of the operating
functions of the exeentive braneh should be integrated in some fashion
within the agency framework. Certainly the burden of proof should
rest with those organizational units not so included or those depart-
ments presently within agencies but desiving exclusion to demonstrate
the overfiding benefit of independent departmental statos.
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The Nouslalulory Ageucies

As ncted alove, it appears elear that full effectiveness of the agency
coneept is dependent upon the provision of statutory status, The testi-
mony veceived awd the independent juvestigation of the gomtiission
tead to the recommendation that statutory status should be given at
this time to the Pusiness and Commerce Ageney. On the other hand,
legislative formalization for the Public Salety, Employment Relations,
and tire Revenne and Management Agencies, as presently constituted,
would appear to be premature.

Business and Commerce Agency. The grouping of related funetions
into the Dusiness and Commerce Ageney appears most logical and is
one which was recommended by all study groups eoncerned. This com-
mission coneurs with these judgments and recommends that the ageney
be provided with statutory status. The program, as well as the admin-
istrative, benefits of having a statutory business and eommerec ad-
ministrator responsible to the Governor for co-ordinating and providing
exeeutive liaison and lcadership for the varied clientele representation
and regulatory functions of the ecmponent parts of this agency are
significant. The commission has not, however, met with representativey
of each of the units and clientele interests ineluded within this ageney.
It does not, therefore, make specific recommendations concerning the
statutory inclusion or exclusion of any unit other than the guiding
principle recited above that all units presently ineluded with the
agency should eontinue to be included unless there is a eompelling case
for independent status.

Becansoe of the many boards and commissions in the various Uity
eomprising this ageney, it seems particularly huportant thal Lhe au-
thority of the adininisteator be spelled out clearly by statirte so ns to
preclude, for example, control by tho administrator over the decision ol
speeific cases. Continned attention, too, should be drawn to the multi-
plicity of separate funding deviees to support the nnits within this
agency. As a general rule, these speeial funds should be eliminated
whenever possible by having revenues credited to and expenditures
budgeted from the general fund.

The Public Safety Agency appears to have achieved substantial co-
ordination of the funetions of the Military Department with those of
the State Disaster Office. Also, the eo-ordination of the eivil defense
program within the state government as a whole has been facilitated by
reason of the agency organization and the influence of the agency ad-
ministrator within the Governor’s Cabinet. Beyond this area, however,
it is difficult to reeognize any particular overall benefit of the agency
organization as related to the State Fire Marshal and the Department
of Veterans Affairs, the other two departments in the ageney.

Changes made subsequent to the Governor’s committee and the Pub-
lic Safety Task Foree veports appear to have climinated any basie
functional justifiecation for this ovganizational unit as it now exists. As
originally conceived this agency was to be comprised of the California
Highway Patrol, the Department of Motor Vehicles, the Military Deo-
partment, the California Disaster Office, as well as certain law enforce-
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ment functions ineluded in the Department of Justice. Mowever, the
first two of these were assigned by statute to the Highway Transpor-
fation Agency, and the finnl deaft of the Governor’s committce report
as well uy subsequont slaft recommendations Tefi the Dopariment of
Justice undisturbed. The Governor's commitiee proposed that the Fire
Marshal be affliated with the architeetural and building standards
services, and that the Department of Veterans Affairs be grouped for
administrative purposes with related services of the IIealth and Wel-
fare Ageney. Consideration shounld be given to the realignment of the
remaining departments comprising this agency, for there appears little
praetical likelihood of a logical grouping of these funetions into a true
Public Safety Agency.

Employment Relations Agency. A detailed study of the depart-
mental and statewide benefits of the grouping of the Department of
Employment and the Department of Industrial Relations-——the two de-
partments comprising the Employment Relations Agency-—should be
conducted before the status of the agenecy is formalized by statute as
originally suggested by the Governor’s committee. This study should
take into account such considerations as the present separate physieal
location of the two departmental headquarters, the federal finanecing
of and functional control over the Department of Employment, the
existing orientation and elientele representation of the Department of
Tndustrial Relations, and whether there is any need for improved co-
ordination and more unified liaison with the Governor’s overall manage-
ment program.

The Revenue and Management dgency, created by exeeutive order,
consists of the informal grouping of the Department of Finance, State
Bmployces’ Retirement System, State Personnel Board, Franchise Tax
Board and the State Scholarship Commission. As presently constituted,
it is o paper amalgamation of organizationally and, in most respeets,
funectionally independent entities and does not coineide with the coneept
of a Revenne and General Services Agency as proposed by the Gov-
ernor’s committes and task foree study groups. It also varies consider-
ably from the current proposals for the establishment of a separate
General Serviees Department and an Executive Office of the Governor.
It should bo considered as an interim organizational measure for which
legistative formalization need not be sought. A formally established
Revenue and General Services Ageney, as propesed in the Governor’s
committee report, would be premature, even on an informal basis, until
the many problems related to the unification of revenue collection activ-
ities and the integration of the State’s housekeeping and general service
funetions are resolved.

CONCLUDING REMARKS

The precise character of the ageney eoneept of organization will not
be finally established until a legislative deeision is mado as to the dis-
position of those functions for which the Department of Finance is now
responsible. The Direetor of Finance is now and has been, since the

department’s ereation in its present form in 1927, the Governor’s prin-
eipal management eoutrol officer. The mauner n which this officer has
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excrcised his statutory and delegated authority has been the single
most-powerful influence within the administration in shaping the or-
ganizational and administrative practices of the state government. The
offectiveness of the State’s organizational structure as well as the man-
agement operations within that structure will be atfected direetly by
what provision is made for the performance of the varied fiscal, man-
agement, conirol and service funetions which are now assigned by
statute and precedent to the separately identified Department of Fi-
nance. It was an appreciation of this fact that compelled Mr. Bert
Levit, former Director of Finance and Chairman of the G_oveljnor’s
Committee on Organization of State Government to write his dissent
to that committee’s 1959 recommendation that the Department of Fi-
nanee be dissolved and responsibility for its management, fiscal and
serviee functions be assigned elsewhere. It was an equal appreciation
of this fact that influenced the remainder of the CGiovernor’s eommittee,
just as strongly, to urge the assienment of top poliey, management and
Yisoal control funetions to an Xxcecutive Oflice ol the Governor, house-
keeping and general serviee functions fo a new Department of General

Services, and the routine budget administration and operating fiseal

control funections to the agenecies and departments on a decentralized
basis. In general aceordance with this latter view, the Department of
Tinance is now in the proeess of completing staft studies and recom.
mendations for the modifiention of existing fiscal management and
oeneral service responsibilitics. As indicated, this commission w_ﬂl
report separately on proposals for the organization and operation of a
General Services Department dircetly responsible to the Governor and
for the establishment of a separate Executive Office of the Governor as
soon as appropriate testimony and analysis are .eomple’_ced._ )
Regardless of whether the Department of Finance is divided or re-
mains as presently constituted, however, the commlssmn_recommends
that serions and continued attention be given to the question of decen-
tralization of eertain management and fiseal controls to both agency
and departmental levels. :
The eommission has consulted and conferred with cach agency ad-
ministrator, as well as many others, but only with regard to the overall
structure of the agencies and their relationship to th.e whole structure
of state government. Time has not permitted a detailed evaluation of
the performance of each operating unit within any ageney nor has ’ghe
logic of certain departmental assignments to ageneles or the e_xc}usmn
ol other depnrtments from agencies beon reviewed in depth. Similarly,
the preeise role and contribution ol the Stule’s many boards and com-
mingions liwve net been reviewd nor have previous 1'm-.mn|mnuln.i,u_m:1
that revenue colleetion aetivities be consolidated, Yinally, the question
of the continued independent status and specific responsibilities gf
cleeted constitutional officers and boards has not been considered in
conncetion with this study. These and other related mattors, all of
consequence and all relevant to state reorganization, remain for further
study. The silence of the report on all of these subjects should not be
taken as indieating either disinterest or an opinion oneé way Or another
at this time on the many issues related to these vitally important prob-

lems.
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CHAPTER 2

An act to add Chapter 6 (commencing with Section 8501) to Division
1 of Title 2 of the Government Code, relating to the establishment of
o Commassion on Californic State Govermment Orgawization and
Beonomy, defining its powers, duties, and responsibilities,

The people of (he Slale of California do enact as follows:

Szerion 1. Chapter 6 {commeneing with Seetion 8501) is added to
Division 1 of Title 2 of the Government Code, to read: :

Criareer 6. Tows Coaanssion oN CALIFORNTA STATE
GovirNMENT QROANIZATION AND lcoNOMY

Artiele 1. Creation and Membership

8501, Mhere is in the state government a Commission on California
State Government Organization and Eeonomy, hereafter in this ehapter
referred to as the ““commission.”” The commission shall be comprised
of the following members, cach of whom shall serve af the pleasure of
the appointing authority:

(a) Seven members of whom five shall be appointed by the Governor,
one by the Speaker of the Assembly, and one by the Committee on
Rules of the Senate. Not more than four of sneh members shall be
regisiered as members of the same politieal party, and none shall be
officers or employees of the State.

(h) Two members of the Senate of the State of California appointed
by the Committee on Rules of the Senate. One of such members shall
be registered with the majority political party of the membership of
the Senate and one member with the minority political party.

(e) Two members of the Assembly of the State of California ap-
pointed by the Speaker of the Assembly. One of such members shall
be tegistered with the majority political party of the membership of
the Assembly and one member with the minority political pavty.

8502. The members of the commission shall serve without compensa-
tion, but shall be rcimbursed for all neeessary expenses actually in-
curred in the performanee of their duties.

8503. For the purposes of this chapter the Members of the Legis-
Inlure serving as members of {he eommission shall be considered n
joint eommittee of the two houses of the Legislnture constituled nnd
acling as o investigating committer, and ay sueh shall have the powers
and duties imposed on sneh committees by the Joint Rules of the Senate
and Assembiy, '

8504, The Clovernor shall seleet Trom among the members of the
commission a ehairman and viee ¢hairman, one of whom shall not be
regisiered as o member of the same political party as the Governor,

8505. Six members of the commission shall constitute a quorum.

8506. The Governor shall summon the commission to its first
meeting. ‘

(19)
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8507. AIl vacaneies in the eommission membership shall be filled in
the same manner in which original appointments were made.

Article 2. Purposes and Duties

8521. Tt is the purpose of the Legislature in creating the cominis-
sion, to secure assistance for the Governor and itself in promoting
economy, efficiency, and improved serviee in the transaction of the
publie business in the various departments, ageneies, and instrumen-
talities of the executive branch of the state government, and in making
the operation of all state departments, agencies, and instrumentalities,
and all expenditures of public funds, more direetly responsive to the
wishes of the people as expressed by their elected representatives, by
any or all of the following means:

(a) By adopting methods and procedures for reducing expenditures
to the lowest amount eonsistent with the efficient performance of es-
sential services, activities, and funetions.

{b) By ecliminating duplication and overlapping of servieces, activi-
ties, and functions, and time-consuming ov wasteful proctices.

(¢) By consolidating services, netivities, and Funetions of a similar
nature. *

(@) By abolishing serviees, activities, and funetions not neecessary to
the efficient eonduet of government.

{(a) By the climination of unnecessary state departments and agen-
cies, the ercation of nceessary new state departments and agencies, the
reorganization of existing state departments and agencies, and the
transfer of functions and responsibilities among state departments and
agencies.

(f) By defining or redefining the duties and responsibilities of state
officers. .

(g) By revising present provisions for continuing or permanent ap-
propriations of state funds of whatever kind for whatever purpose, by
eliminating any such existing provisions, and by adopting new provi-
sions.

8599. Before the Governor submits any reorganization plan to the
Tegislature pursuant to Artiele 7 ( commencing at Section 12070} of
Chapter 1, Part 2, Division 3, Title 2, of the Government Code, he shall
first submit sueh plan to the commission for its consideration and
recommendation. The commission shall submit to the Governor and to
the Legislature a report of its recommendations concerning such plan
on or before the 10th legislative day of the first sueceeding regular
session of the Legislature after transmission of the plan to the eom-
mission.

8593, Tha commission, on its own motion, may, for the purpose of
making reports and recommendations Lo assist Lhe Togistolire in respeet,
to the matters listed in Seetion 8521, examine in detail the strueture,
organization, operation, and functions of every department, agency,
and instrumentality in the executive branch of the state government,
and all provisions of law and regulations pertaining thereto, and may
examine all present provisions of law pertaining to eontinuing or per-
manent appropriations of public funds and the methods used in ad-
ministering such provisions. The commission may make such recom-
mendations to the Governor and to the Legislaturc at such time, or
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8524, The commission may devise a basie test to determine what, if
any, governmental activities should bhe gramted continuing or perma-
nent appropriafions. )

8525. The cominission may submit to the Legislature and the Gov-
ernor, at such time, or times, as the commission deems necessary, interim
reports of its activities.

8596. Ior the purposes of expenditures for the support of the com-
mission, including the expenses of the members of the eommission, the
commission shall be deemed to be within the Department of Finance,
but the commission shall not be subjeet to the control or direction of the
Director of Finanee.

8597, All meetings of the commission and all hearings held by the
commission shall be open to the publie.

Article 3. TPowers

8541. In carrying out its duties and responsibilities, the commission
shall have all of the {ollowing powers:

(n)} To meet at such times and places as it may deem proper.

(b) As a body or, on the authorization of the commission, as o sub-
commiltee composed of one or more members, to liold hearings at such
times and places is it may deem proper.

{¢) To issue subpocnas to compel the attendance of witnesses and the
production of books, records, papers, acgounts, reports, and documents.

(d) To administer oaths.

(e) To employ, pursuant to laws and regulations governing state
civil service, a secretary and such clerieal, legal, and technical assistants
A8 MAy APpPEar Necessary.

(£) To eontract with sueh other ageneies, public or private, as it
decems necessary, for the rendition and aflording of suech serviees, facil-
ities, studies and reports to the commission as will best assist it to
carry out its duties and responsibilities.

(¢) To eo-operate with and to seeure the co-operation of eounty, city,
eity and county, and other local law enforcement agenecies in investigat-
ing any matter within the scope of its duties and responsibilities, and
to direct the sheriff of any county or any marshal to serve subpoenas,
orders, and other proeess.

(L) To certify to the superior court of any county in which proceed-
ings are leld, the facts concerning the disobedience or resistance, by
any person, of any lawlu! order, or the refusal of any person to respond
to a subpoena, to take the oath or affirmation as a witness, or to be
examined, or the miseonduct of any person during a hearing; and to
receive the assistance of the court in enforeing orders and process,
in the manner prescribed by Seetion 11525 of this eode.

(i) To eo-opernte with every deparinent, agency, or instrunientality
in the state government; and to seeure diveetly {rom every department,
agency, or instrumentality full co-operation, aceess to its records, and
aceess to any information, suggestions, estimates, data, and statisties it
may have avallable.

(j)} To authovize its agents and employees to absent themselves from
the State where necessary for the performance of their duties.

(k) To do any and all other things necessary or convenient to enable
it fully and adequately to perform its dutics and to exereise the powers

R |
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LETTER ADDRESSED TO EACH ADMINISTRATOR OF AN OPERATING
AGENCY BY THE COMMISSION ON CALIFORNIA STATE
GOVERNMENT ORGANIZATION AND ECONOMY

Oetober 23, 1962

DrAr AGENCY ADMINISTRATOR: Governor Brown, as you know, has
requested the Commission on California State Government Organization
and Eeonomy to offer its comments and suggestions concerning the ini-
plementation of the Ageney Ilan to date. Tn addition, the Governor has
indieated his intention to submit speeifiec proposals coneerning adhminis-
trative reorganization to the commission for review and comment, prior
to formal submission to the Legislature. In his letters to us, the Gov-
ernor has stressed his belief in the importance of the commission as an
independent, bipartisan, legislator-citizen group.

In tackling the problem of the state exeentive organization, we have
met with the authors of the Ageney Plan and the Pask Foree lixeculive
Committee. Wo are also hoping to meet with every agency adminis-
tvator, and Li. IL Ilalecomb, Jr., the commission’s executive secretary, is
carrying on extensive diseussions with ageney and departmental per-
sonnel. We are cognizant that the Agency Plan is nof yet fully imple-
mented, and that at present is ony in the first phase of a multiphase
operation. With this in mind, any evaluation at this time must be some-
what qualificd, Nevertheless, decisions have to be made by the Governor
and the Legislature in the next few months, and we wish to provide
them with our best judgment, however qualified. I believe the commis-
sion is obtaining a clear view of the overall problem of state organi-
zation and the goals of the Ageney Plan. What we need to further our
analysis are some specific examples and illustrations of both the promise
and the problems of the plan.

Tn this repard, it would be extremely helpful to us to obtain brief
written statements from each ageney administrator concerning im-
portant developments and problems with respect to the Agency Plan,
The following questions suggest the matters which appear of greatest
coneern to us in our evaluation:

1. After one year’s operation, what do you consider to be the princi-
pal specific benefits of the Agency Plan both as related to your
ageney and to the state government as a whole? -

2. 'What speeific accomplishments have been achieved in your agency
that would have been unattainable or less likely of achievement if
the ageney had not been established ¢

3. Can you establish a dollar value to any of these benefits? If so,
what is that value?

4. Tt has been said that an agency is justified on the basis of such
considerations as better program development and improved com-
munication with the Governor, while others hold that primary
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justification rests on eeonomies resulting from more effective co-
ordination, less duplication, integrated management of related line
aetivities and the like. Please comment.

5. As related to your agency, what do you consider the principal
deterrents to full implementation of the ageney concept as sef
forth by the Governor’s Committee on State Organization?

6. Are existing fiscal, budgetary and other eentral management con-
trols a deterrent to fully effective operations at the ageney and
departmental level? Can yon provide any specific examples of un-
neeessary review—in your opinion—hy Finanee, Personnel or
other centralized management arencies, which has delayed or pre
empted a decision or action which you feel eould be more effectively
handled at the ageney or departinental level? ’

7. 'What aecomplishments do you antieipaie will be achieved in your
ageney in the next year that will be expedited beeause of the
Ageney Plan?

8. Diseuss your partieipation in the establishment of the work pro-
gram represented by the 1963-64 budget for the departments and
other organizational nnits comprising yonr agency. What will he
the ageney administrator’s role in the administration of this
budget ?

As T have suggested, our most diffieult problem now is to obtain
specific evideniee on the workings of the Ageney Plan. Thus, any in-
formation youn eould provide concerning the above would be very help-
ful. Fecl free to use these questions as a guide to your response if you
wish, bnt you need not limit youwrself to this framework. We do not
expeet an exhaustive reply but vather information ecncerning your
impressions together with whatever evidence you feel is relevant.

The commission must come to its own conclusions in the near future,
in order to have a report ready by the first of the vear. Therefore we
would appreciate hearing from you by November 9th. The commission’s
executive secretary, L. H. Haleomb, Jr., will contact you conecerning
this request and to diseuss any questions you may have.

Thank you again for your assistance, and very best wishes.

Sincerely yours,

Euveene C. LEzx
Chairman
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Hraur AND WELFARE AGENOY
November 8, 1962

Mz. Bueene C. LEr, Charman
Commission on California Stale
Government Organization and Economy
1209 J Street
Sacramento, California

Dear Mr. LEg: As you have suggested, I am forwarding herewith my
views on the speeific questions you have raised related to the Ageney
Plan. My answers in general are related to situations in the Health and
Welfare Agency rather than the Agency Plan in the broader sense. I
suspeet the difference in kinds of programs involved may make con-
siderable difference in the views of various ageney administrators with
respect to the significance of some of these issues. They may also vary
depending on the type of person who is the administrator.

On your specific questions, my comments are in the order they ap-
pear in your letter.

1. What are the prineipal speeific benefits in the Agency Plan?

The most significant benefits appear to be better eo-ordination
of interageney and intraageney effort, improved opportunity for
broad-seale planning, more effcetive resolutions of interdepart-
mental differences of opinion in interests of mutual concern, better
communieations to and from the Governor’s Office and improved
responsiveness to administrative poliey.

2, Specific accomplishments that would have been unattainable or

less likely to be achieved without the Agency Plan.

Tt is diffienlt to establish that something achieved by the agency
could not have been accomplished in jts absence. However,
examples of accomplishments that have tended to defy solution in
the past are such things as:

a. Elimination of dusl inspection of private institutions licensed
by the Departments of Public Health and Mental Hygiene,

b. Co-ordination of efforts on the part of the Departments of Men-
tal TTygione and Socinl Welfave to place individuals formerly
served by mental hospitals in private faeilities uying ledernl,
state and county welfare funds.

¢. Improved state-county relationships, partieularly in the flelds
of mental health and social welfare.

4. Elimination of duplicate mental health consultation funetions
in the Department of Public Health.

e. More effective plans for administering medical aid to the aged,
utilizing the combined resources of the Departments of Publie
Health and Social Welfare.
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f. Identification of staff savings resulting from mechanization in
the Department of Mental Hygiene and the elimination of 14
positions saved by this change.

3. Can you establish the dollar value in any of these benefits ?

Generally, specific dollar savings resulting from actions I have
taken are hard to establish eonclusively. I believe the most signi-
fieant savings resnlt from more effective control, co-ordination
and broad policy direction of our components. The value of this
type of activity is diffieult to assess, particularly in the short
period the ageney has been in existence. Specific savings that can
positively be identified are approximately $42,500 for 1961-62 and
$105,000 for 1962-63. Aetually, these relate to relatively minor
parts of the agency activity and should mnot be construed to he
indicative of the extent of its effectiveness,

4. Ts the Agency Plan justified on the basis of better program devel-

opment and improved communication with the Governor, or is
cconomy through elimination and duplieation in integrated man-
agement of related line activities the prineipal benelit ?

T suspect this differs among agencies because of differenees in
programs administered. ITowever, in the Health and Weltare
Ageney I think a more effective link between the Governor for
communications, program planning and poliey executiou is the
prineipal benefit.

Regarding duplication of effort and consolidation of funetion
among the three departments of this ageney, there are a few sit-
nations sueh as the licensing function and mental health consulta-
tion that have clements of overlap. I believe some of the service
elements such as electronic data processing, duplieating, mail,
messenger, and reception might be provided by a single depart-
ment if we could arrange appropriate housing in our prineipal
locations in the State. However, these do not appear to offer major
sains in cither efficiency or economy. There are, however, two
slightly different situations with elements of unnecessary com-
plexity or duplication that appear to offer considerable potential
and I plan to work toward their solution.

The first of these is the eategorical approach to providing for
those in need, Californin lns developed separate programs lov
the aged, blind, disabled and ehildren. For cach of these there iy o
separate chapter of detailed law. This has led to speecial legal
characteristies for each eategory. The result has been increasing
complexity and differences in program and procedure that have
little bearing on the individuals they are designed to help. This
particular issue is under study by the Welfare Study Commission
and I am hopeful that they will recommend a solution. If a rea-
sonable solution is recommended, T will make every effort to imple-
ment it. If the issue is still unresolved, I will eontinue to pursue
the matter.
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The second area is the need to develop a co-ordinated approach
1o community services for troubled people. In my opinion there i8
far too much fragmentation of services for people ut the commu-
nity level. State and local government and private agencies have
tended to develop highly speecialized services, many of them
through small organizational units. There is far too little co-ordi-
nation of the efforts of these units. Most of them are inadequately
staffed to concern themselves with the total needs of an individual
and in some of the larger communities, it is difficult to keep in-
formed of the services available. Programs are often developed
around separate professional disciplines and vested Interests may
tend to favor separation because of the autonomy it offers. Where
this happens the people in need of the serviee suffer and the dol-
lar, whether public tax or private charitable contribution, buys
less serviee.

A community ce-ordinating effort appears needed to assure that
an effective complement of services is developed. Multidiseiplinary
services need to be considered and a community plan neceds to be
developed that will identify all problems and provide carly fol-
lowthrough to see that all needed services are given. The indi-
vidual in need should be encouraged to avail himself of these
services. There is no easy single solution but I am convineed there
is great potential for more effective service at substantial savings
and I plan to devote time and effort to this end.

. What are the principal deterrents to full implementation of the

agency concept?

I believe in this agency we are making reasonable progress on
implementing the Agency Plan. We could have moved faster if
we had had more staff, particularly during the last six months.
ITowever, I believe there are some advantages in observing depart-
ment operation from the agency level firsthand and cnecouraging
departiment hoads to operate with minimum interferenee, 1 belicve
we can move forward more rapidly now that we have had an op-
portunity to appraise tho situation.

Among the things that can inerease the effectiveness of this
ageney are:

a. More direct involvement in the budget process, including
budgetary control.

b. Sufficient staff to provide the capacity to function more actively
in the flelds of planning, evaluation, and community relation-
ships.

c. ClaI:'iﬁcation of the respeetive responsibilities of the Governor '8
secretarial staff, the Department of Finanece and the Agency
‘Administrator’s office in relation fo departments. This s not
intended as a criticism but rather a suggestion that a review of
respective responsibilities might provide some clarification. It
appears that the ageney structure has been added with little
change in the function of the Governor’s staff and the Depart-
ment, of Finance.
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6. Are existing fiscal budgets and other eentral management con-

trols a deterrent to full effective operation at the agency and
department level Cite specific examples of unnecessary review,

T don’t think existing central conirols are demonstrated deter-
rents, but I believe the level at which controls are exereised needs
periodic examination and as I stated previously, a new structure
has been added. Conceivably some of the controls exercised by
the Department of Finance, State Personnel Board and the Gov-
ernors’ office might be more appropriately centered in the ageney.

Regarding specific examples of unnecessary review or situations

“where the agency could expedite or handle decisions more effee-

tively, I am not aware of any significant ones. Iowever, if the
ageney could make them as effectively, consideration should be
miven to delegation. This would free eontrol agencies Tor broader
policy eonstderations.

. What accomplishments are planned for this ageney in the next

year?

In general, we will plan to move more positively into some of
the areas in which we have been working this year. For example,
we will probably become more aetively involved in the budget
process either through an operating agreement with the Depart-
ment of Finance or by delegation of anthority from them. We
will beeome more actively involved in state-county relationships
with the idea of becoming more effective in improving loeal health
and welfare eapability and co-ordinating state efforts in the fielels
of consultation, planning and fiseal support. We expect to pro-
pose legislation in the aveas of licensing of private boarding homes
and institutions and in the gencral area of rehabilitative services.

I believe we are faced with an ineveasingly grave and costly
problem of providing for the mentally retarded. All aspects of
this need thorough study. I plan to recommend establishment of
a study commission similar to the Welfare Study Commission to
review this entire problent, Tu addition, some structural changes
in ihe ngeney composition are wnder vonsideration.

. Ageney participation in the 1963-64 Budget.

To date my involvement in the budget process has been condi-
tioned by the time in which T appeared on the seene, the existence
of an established, effectively operated proeess and the availability
of staff. Considering the relative newness of the Ageney Plan, 1
think major involvement in the details of the budget process at
this early date would have ereated problems that would have
tended to submerge the administrator in this single element of
management. T believe the gradual transition that seems to be
taking plaee is a logieal development. For example, the 1962-63
Budget was in the final stages of development when T was ap-
pointed. T received a very thorough briefing on the general plan
and key issues by the Department of Finance budget staff. My
active participation in budget decisions was limited to a relatively
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few major issues. For the 1963-64 Budget, approval of the agency
administrator is required prior to action by the Department of
Finance. We have coneentrated our efforts largely on proposals

.designed to modify or strengthen existing programs or added new

programs. Such proposals werc reviewed by this office on a pre-
liminary basis early in the budget process. As departmental
budgets moved closer to completion, this office has worked closely
with the Budget Division in review and evaluation of the specifie
proposals. The ongoing budget operation lus heen enrried on by
the Budget Division in the same manner that appears to have
existed in prior years, However, I have considered their staft as
advisers to me on policy matters and critical issues. In general,
1 have tried to keep informed with a minimum of personal in-
volvement.

As the Agency Plan matures, I belicve the ageney administra-
tor's offico could assume more responsibility relative to prepura-
tion and administration of the budget. I have previously suggested
that this is a logical next step. I am sure the Director of Iinance,
your commission and others coneerned are eiving this serious
thought and I see no reason to suggest we should not move in this
direetion.

Sincerely yours,
SamMUEL LEASE, JR.
Administrator
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Tie ReEsourcs AGENCY 0F CALIFORNIA
November 27, 1062
Mg. Bucexne C. Lege, Chairinan
Commission on California State Government
Organization and Economy
1209 J Street
Sucramento, Californie

Disan Me, Tm: In response to yonr letter of October 23, 1962, T am
most pleased to be able to provide yon with information regarding the
Resources Agency and the Ageney Plan in general. Most of this infor-
mation has been touched on in my previous discussions with you. I
sineercly hope that presenting it in this written form will be of some
additional assistanee to you.

I fornd your questions generally quite pertinent in suggesting the
informnation that you would find most helpful. However, some minor
modifications were adopted in order to present the information most
effeetively. If separate replies to questions 2 and 7 were both to be
complete, considerable duplication of information would be requnired.
Therefore, the information requested in these two questions has been
combined. In the reply, attempt has been made to distinguish between
actual accomplishments to date and those that are yet to be achieved.
In addition, it seems to me that there ave some very important benefits
of the Ageney Plan as a whole which have not yet been fully realized.
"The preeise wording of yonr questions did not provide an obvious loca-
tion for such information, so it has been added to our listing of prin-
cipal benefits of the Agency Plan in response to question 1.

Becaunse of the length, information in reply to questions 1, 2 and 7;
5. 6, and 8 has been prepared in the form of attachments (I, II, III,
IV, and V, respectively) to this letter. The remaining guestions I will
try to eomment on in the text of this letter.

In your questions 3 and 4, you ask if a dollar value can be established
for the benefits and accomplishments lsted and for our comment upon
ceconomies ny 1o primary justifiention for the Ageney Plan, We have
not teied to establish doHar vidues with respeet to the benefits ol the
Ageney Plan aud the accomplishments of the Resources Ageney, In my
opinion, to try to do so at this time would result in artificial cstimates
whieh of necessity would be guite speculative in nature. The result of
making such estimates might well be to direet attention toward the
validity of the estimate rather than to the rather significant aceom-
plishments it represents. In addition, those accomplishments most sus-
ceptible to estimates of savings are not, in the most part, the more
important aceomplishments and benefits, For example, it is almost im-
possible to arrive at a dollar value of the benefit of eo-ordinated policy
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statements such as the one developed on the Wilderness Bill. However,
over a period of time, it is just such efforts as these that will add mate-
rially to the overall effectiveness of California state government in the
vital field of resources and reereation.

The wide diversity of programs being condueted by the parts of the
Resourees Agency presents a partieularly fertile opportunity for co-
ordination of efforts. The ageney structure has proven to be effective
in achieving more efficient programing and in resolving confiicting in-
terests before major problems develop. The effect of such co-ordination
cannot be reflected in dollar values assigned to speecifie budgetary
items, ITowever, to the extent that such co-ordination improves the
overall effectiveness of the program or prevents UNNCeessiry vonlliets,
the relative return proportionate to the cost of the program is en-
hanced.

However, the ageney does provide the mechanies by which daplicat-
ing functions can be eliminated, similar equipment and specialized
staff can be more effectively utilized, and unnecessary conflict avoided.
I am convineced that cconomies will result whether or not they ean
be precisely identified and evaluated.

(lertainly it is appropriate to consider both improved eo-ordination
and resultant economics as important bases upon which the agency
plan may be justified. Tlowever, T prefer to recognize the resulting
seontomies as side benefits which acerue ax a result ol our success in
achieving the more important objective of improved program eo-ordi-
nation. It is in this area where the real success of the Agency Plan is to
be found.

In your question 6, you ask about the effect of existing fiseal, budg-
etary and other central management controls on effective operations at
the agency lovel, I believe such controls, in the degree of defail with
which they ave now adninistered, re definitely a detervent to fully
offoetive operations Doth ab agency and departmental levels. Speeilie
illustrations, ns you rvequested, nre listed on Attachment 1V,

On the other hand, 1 recognize thal there is a need for overall eonlral
controls to assure some degree of eonsistency and to evalunate competing
needs for scarce resources. There is also a need to co-ordinate between
agencies and to provide necessary reviews and staff assistanee to or-
ganizations within state government which are either not part of the
Agency Plan or are too small to provide necessary management controls
and stafl assistanee within their own stroeture. T feel, however, that
especially where there are agency aud departmental management levels
available, the central agency role should be the development of stand-
ards and polieies. The execution thereof should be left to the agency
or department,

1 am firmly convineed that if the Ageney Plan is to function effec-
tively the present degree of detailed controls must be modified. This
is particularly true of fiscal controls and to 2 lesser extent of persenn
and organizational controls. The nceessary modifieation of these controls
will require further intensive study to determine optimum location and
operation, I believe this kind of planning must accompany and azetion
must immediately follow the establishment of the General Serviees De-
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partment and the Executive Office. Otherwise, the ageney and depart.
mental organizations will have two large control organizations to deal
with instead of one. I would urge the commission’s attention to this
problem.

My role with regard to the 1963-64 budget request, in response to
your question 8, is discussed in Attachment V. The role in the admin-
istration of this budget has not been determined, In my opinion, the
actual control of the budget will be left in the hands of the depart-
mental direetors with the ageney role being review of proposed changes
in program and possible postreview for compliance with established
agency and administration policies.

T wounld cimphasize, however, that the praetices followed in prepara-
tion and review of the 1963-64 budget request should not in any way
represent a model for fulure operations. Al of the limitations on the
effoctiveness of the Ageney Plaun fo date, which have been discussed
previously, affected materially the role of the administrator in the
preparation of the budget request and may affect the administration of
this budget. Therefore, I would urge the commission not to consider
that expericnee to date represents a desirable model. Rather it repre-
sents at best a compromise with existing eircumstances which must net
continue to prevail if the Ageney Plan is to be effective.

Thank you for the opportunity of again expressing my views on
this matter., I T ean provide youn with any further information or
assistanee do not hesitate to let me know.

Sincerely yours,
Winniam T, WARNE
Administrator



ATTACHMENT |

PRINCIPAL BENEFITS OF THE AGENCY PLAN AS
RELATED TO THE RESOURCES AGENCY '

1. The development of a formal and routine eommunications system
petwpen the varions functional units of the ageney; this system
is fwldcnccd by wec;ldy stafl meeting of the dircctors and exeeutive
officers t_ogethcr with the personnel aeting in a stafl eapacity to
the administrator; and by the establishment of special committecs
for stu‘dy .of speeific problems and standing committees in areas
of continuing nature.

2. The identi.ﬁcation and coaleseing of interest areas held in common
by the various units of the ageney.

3. The ability to get quick and final decisions in areas where the
separate units of the ageney have diverse and sometimes opposing
interests.

4. Specialized personnel can be assigned to study areas of eonflict

and of rfmtual program interest; the Agency FPlan facilitates

organization of workable-sized groups to work on problems of
common interest to most state govermmnent organizations.

The emerging of a strong spokesman in administration cireles on

behalf of the various units of the ageney.

6. The.Governor’s gpan of control has been reduced and better ex-
ecutive direction of state government is facilitated. ‘

7. Line crannels of state government are strengthened.

8. The structure recommended in the Ageney Plan provides a means
for planning California government growth so as to provide the
neeessary services in the most effeetive and eeonomic way.

w

In addition there are potential accomplishments that have not been
fully realized. These are:

1. Co-ordination between eompeting needs for state fands.

2. Development of a ““management’’ point of view for presentation
before legislative and executive branches.

3. Orderly development of policy decisions affecting the stafe govern-
ment generally.

Tn order to realize these potential benefits it will be necessary to more
fully implement the Ageney Plan. The other agencies should be estab-
lished statutorily, especially the General Services and Txecutive De-
partments along with some decentralization of detailed controls; the
agencies should be staffed; full-time administrators should be ap-
pointed ; and the cabinet should become more effeetive through regular
and freguent mectings.

1 Sea qut]-.-stilg?tNu. 1, letter of Octo}:bar 23, 136(12.

"L er ona year's operatlon, what do you consider to be the principal specific
henefits of the Agency Plan hotl'x as retated to your agency and to the x‘sLntE BOV-
ernment a8 o wholo?”’

roan

. ————

ATTACHMENT 1

ACCOMPLISHMENTS OF THE RESOURCES AGENCY DURING
THE FIRST YEAR AND ANTICIPATED FOR
THE COMING YEAR®

Several co-operative projects have been eonsummated or set up with
suidance at the ageney staft level which wonld either not have oceurred
or have had wmuch less chance of suceess in the absence of agency diree-
tion and gnidance. These efforts £all into several fields—co-ordination
of program, unification of policy, and administrative co-ordination, The
more important of these efforts are listed below. In the discussion of
the specific item, we have tried to indicate to what extent this represents
accomplishments to date and which represent primarily anticipated ae-
complishments. .

1. Co-ordination of Program

a. The West Side Freeway and Agueduct Reereation Development
Study—Senate Resolution 53 of the 1962 session directed that the
Administrator of the Resources Ageney chair a committee com-
posed of the Departments of Water Resources, Public Works,
Fish and Game, Parks and Recreation, and the Office of Planning
in the Department of Finance, to develop a co-ordinated plan for
acquisition and development of land for freeway, aqueduct and
recreation nses on the west side of the San Joagquin Valley. An
apency staff member served as executive officer of this committee
and guided its progress. The study has been completed and a Te-
port to the Legislature is being printed. Without the impetus
penerated through the administrator’s office, the depth and scope
of the planning accomplished would have probebly been much
less extensive and effective.

b. The Delte Recreation Study—A committee was established by the
agency composed of representatives of the Departments of Water
Resources, Fish and Game, Parks and Recreation, and Conserva-
tion, the Reclamation Board and the Office of Planning in the
Department of Finance. The purpose is to develop a co-ordinated
recreation plan for the vast Delta area, involving all levels of
government. Progress to date has been very satisfactory, and

again it is felt that ageney identification is a material asset in

achieving the most effective co-operation. This effort will extend
over a period of several years and the benefits of this study have
not yet been fully realized.

1 See guestions 2 and 7, letter of October 23, 1802,

19 What specific accomplishments have becn achieved in your agency that
would have been unattainable or less likely of achievement If the agency had not
been established ?”

s, What accomplishments do you nnticlpate will be achleved {n your ageney
In the next year that will be expedited becaure of the Agoncy Plan?”
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Tuplementation of the Davis-Dolwig Act—The administrator has
created a task force to develop an order for his signature which
will gnide the Departments of 'Water Resources, Parks and Ree-
reation, and Fish and Game in carrying out the development of
recreation fneilities at faeilitios of the State Water Plan, as re-
quired by the Davis-Dolwig Act. Resolution of some diffieult
operational problems is being greatly enhanced by the cexistence
of the ageney, and by guidance at the agency level. An order hay
nlready been issued eovering the joint efferts of the several de-
J.artments in regard to Frenchman Dam.
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nated action by state government has been achieved with respeet
to bills before Congress Teguesting authorization of new projects
in the Colorado River Basin and with respeet to the international
problem eoneorning the quality of Coloradoe River waters released
1o Mexico under the terms of the Mexicun Water Treaty of 194.L

c. State Land Menagement Policy—The administrator created a

commitiee composed of representatives of the Departments of
Conservation, Parks and Reereation, Fish and Game, and Water
Resources, under the chairmanship of an ageney stafl assistant,

d. [ ’-n.blfiq Use of Fire C’ontral: Roar?s—«_—’l‘he administrator eveated this to develop a co-ordinated poliey statement, which was ultimately
comnnittee, under the chairmanship of an ageney staff assistant, issued by the administrator, to assist the State Lands Commission
to inelude members of the Departments of Conservation, Parks and the Senate Committee on Natural Resourees in their delibera-
and Reereation, and Fish and Game, to develop and improve a tions on the subjeet. Very effective eo-operation in pursuit of a
co-operative and eo-ordinated approach toward publie use of cer- common ageney goal was achieved.
tain state fire control roads. The work of this committee has just Tegislative P P sations t sal interi it
begnn, but it already appears that satisfactory ways will be found : fegﬁs a,Lwe_ ] a"tO_g m?f‘“" llj'esen atlons do segela Hrll CY 111511 (fm;“;l;etfgs
to allev_late this difficult question. Again, the existence of the ? Ie egls.g: ure ﬂ'a;'_e “e:enfreweg?e an a to-or m? eTlﬂ oon Y
ageney is providing the main stimulus to solve this problem. level to avold confliching inlormalion and proposa's, e agency

. s ig expected to be active in developing a nnified position on pre

e. Parks and Reerecation—The administrator recently formed the

Resources Agency Interdepartmental Committee on Parks and
Recreation to implement the new (overnor’s Reereation Policy
and to co-ordinate recreation planning objectives and services by
state agencics, This is to be a permanent committee, It will also
gerve ag staff for the admiunistrator for eontact with the new
TFederal Burean of Ontdoor Recrention. An ageney staff assistant
Ting beon mesigieed as exocntive olfieer Lo the commitlee Lo provide
gontinuity and guidanes from Lhe adminisbendor™ office, This
group will meel o mjor public nead, Ineluded al present arve the
Departments of Parks and Recveation, Water Resonreces, Itish and
Game, and Conservation, and the Office of Planning in the De-
partment of Finanee, Other state ageneies will be invited to par-
tieipate, such as the Departments of Tublic Works and dneation.

posed legislation during the coming session of the Legislature.
The legislative programs of the several departments have already
been reviewed at staff meeting to assure that related matters are
co-ordinated and that eonflieting proposals are not put forward.

In addition, a joint orientation program is being prepared for
new Legislators so that they will be familiar with the programs
of the varions parts of our ageney and where they ean go to get
further information, Sinee dheve will be o Tnege wumber ol such
new legislntive members, a joind orientntion program will provide
them with more informalion with less total effort than i this
were left to the individual departments, By co-ordinating this
effort at the ageney level, it facilitates further co-ordination with
the Governor’s legislative program.

Co-ordination will be achieved with the numerous federal agen-

. 3. Administratfive and Informotional
cies concerned, and with other levels of government.

a. Space Co-ordination—Perhaps the most impressive aceomplish-
ment in the administrative fleld of the ageney to date has been

2. Unification of Poli .
nincano ey the co-ordination of plans for the oecnpancy of the new Retire-

a. Wilderness Bill—A unified pelicy for the administrator was de-

veloped with regard to the very important federal legislation on
wilderness areas. This permitted the state government to speak
on this vital matter with one voice—rather than several eonflict-
ing points of view. Such a unified policy presentation is far more
effective in presenting California’s interests, This effort is ex-
pected to be renewed when the bill comes before Congress in its
next gession. '

. Oolorado River—Inclusion of the Colorade River Board of Cali-

fornia in the Resonrces Agency by executive assignment has re-
sulted in development of a much higher level of co-ordination be-
tween the board, its staff, and the Department of Water Resources
than previously prevailed. A single state position and co-ordi-

ment Building., Most of the Sacramenlo offiee staffs of the com-
ponent parts of the agency will be the permanent occupants of
this building. In addition to the Resources Agency, offices of the
two retirement systems are to occupy the building, As a result
of the work of the space committee, and a number of related com-
mittees working under the leadership of the space committee, 2
close, co-ordinated working relationship has been achieved by
representatives of all the oecupying organizations, the Depart-
ment of Finance staff, and the Division of Architecture. Plans
which involve maximum ceo-ordination and co-operation have been
made for several floors which will eontain specialized or commoen
facilities sueh as eommunications equipment (16th floor) ; dupli-
eating and clectronic data processing equipment (seventh floor) ;
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library, auditoril_lm, reception, and conference facilities (first
floor).- These various facilities involve special equipment and ae-
cess to the roof, 24-hour air conditioning, elevator access, floor
reinforcement, special venting, ete. Advance planning on a eco-
ordinated basis for these speeial requirements will result in
ereatly improved facilities at considerably less cost than if they
would have had to be provided separately after the building was
completed.

This eo-ordination would not have oceurred if the Resources
Agency had not acted when it did. It is difficult to arrive at an

estimated savings here, however, if it could be developed it would
be a most impressive figure.

. Information—The Resourees Agency has produced and made

available to all radio stations of the State a series of short radio
presentations in which exeeutives and employees of constituent
units tell of the work of their department. The production and
d.lstlzibution of these taped shows has been established as a con-
tinuing program. Initial experience with the agency tapes shows
they have better acceptance from radio stations than do similar
presentations of a single state department.

ATTACHMENT 1}

PRINCIPAL DETERRENTS TO FULL IMPLEMENTATION
OF THE AGENCY CONCEPT®

The principal deterrents encountered to date by the Resources
Agency in fully realizing the agency concept arise largely from the
incomplete effectuation of the agency plan as originally cuvisaged.
These are:

1

Only four agencies were established initially by statute, Although
four other agencies have been established by execcutive action,
certain essential elements of the agency plan depend upon statu-
tory action—i.e., the establishment of a General Services Depart-

ment and an Executive Office.

., A policy decision was made not to staff the offices of the admin-

istrators. This has limited materially effort which ean be devoted
at the agency level.

. With only two exceptions, the administrators have been required

to serve also as directors of departments and, therefore, have not
been able to act as full-time administrators.

. Decentralization of eentral control procedures has not oceurved.
. The existing degree of detailed central control is incompatible

with an cffective agency plan.

. Boards and commissions were not restructured as originally auntici-

pated, The diffienlties in so-ordinating and integrating activities
of such boards into the strueture, especially when they Igu\'e acl-
ministrative and executive authority, have not been significantly

reduced.

_ There has not gencrally developed in the state government a sense

of agency identifieation; employees and the_public retain, almost
exclusively, departmental images and loyalties.

1 See Question 5, letter of October 23, 1962,

=5 AS8 related to your agency, what do you consider the principal de.terrents to
full implementatlon of the agency concept aa set forth by the Governor's Commit-
tec on State Organizatlon?

271



ATTACHMENT IV
EXAMPLES OF UNNECESSARY CENTRAL REVIEW !

There are many instances that can be cited of unnceessary review,
some of them appearing rather petty and others which require the
expenditure of mueh administrative effort to bring about the desired
effects. The more important areas are:

1. The need for Department of Finance approval on all contracts

over $1,000; .

2. The striet eontrol of out-of-state travel is a real hindrance to de-
velopment of some of our most important programs; Califernia
is in many respects a leader in government but other jurisdictions
are accomplishing very desirable objectives and it behooves us to
learn their methods and procedures;

3. There is a centralized land acquisition unit in the Department of
Finance which approves all acquisitions and sets policy. Some of
these policies have beon costly; also the review process requires
some duplication. Both the policy and the review process should
be reeonsidered ;

4. Procedures developed for obtaining a specialized training pro-
gram are so involved that the man-hours spent on developing
the program and obtaining its approval are almost as costly as
the entire amount spent for the program itself;

5. The need fo obinin Pinanee approval for even the most minor

organizational change, and some cases that we do not consider

organizational changes, hampers departmental operation.

t See Question 6, letter of Qctober 23, 1062, -

“G, Are existing fiscal, budgetary and other central management conirols a
deterrent to fully effective operations at the agency and departmental level?
Can you provide any specific examples of unnecessary review—in your opinion
—hy finanece, persoanel or other centralized management agencles, which has de-
layed or pre-empted a decigsion or action which you feel could be more effectively
handled at the agency or departmental level?”

(38)

ATTACHMENT V

RESOURCES AGENCY PARTICIPATION IN
1963-64 BUDGET*

The development of the budget for the 1963-64 fiseal year was started
quite carly. The varions units of the ageney were requested to submit
to the administrator a program budget for discussion in Mareh. Most
of the uniig of the ageney were not prepared to preseut an aceurate
program budget beeause the accepted accounting system does net pro-
vide the data. In those cases, the departments were directed to estimate
program costs involved, Similarly, new programs or addiiions to exist-
ing programs were costed out.

When finally the Department of Finance budget instrnetions weve
issned, various units prepared their customary budgets (Water Re-
sonrees operates on a program budget basis while the other units are
on oreanization basis)., New projects, however, were costed out on a
program basis. The ageney fiseal officer participated in the budget
hearings of the ageney with the Department of Finance. At these hear-
ings agreement was reached on items to be definitely ineluded in the
budget and on items which required further discussion or development
of further facts.

A diseussion has been held with the heads of the various units of
the ageney and ageneywide priorities have heen established on items
not definitely ineluded in the budget at this tine.

1 See Question §, letter of October 23, 1962,
«g Discuss your participation in the establishment of the work program rep-
resented by the 1963-64 budget for the departments and other organizational

units comprising your agency, What will be the agency administrator’s role in
the administration of this budget?”

3
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HicewAY TRANSPORTATION AGENCY
November 16, 1962

Dr. Evcene C. Lug, Chairman
Commission on Californig State Government
Organization and Economy
1200 J Sireel
Sacremento, California

Drar Mr, Leg: Here is the information you requested about how
the Agency Plan is working and what we are doing in the Highway
Transportation Ageney, plus some answers to your guestions.

As T gee it, my job as administrator is to be an outpost for the
Governor in the broad area of highways and transportation. I should
do three basie things: (1) help the Governor; (2) be a leader in major
program and policy development; (3) strengthen the operations and
management of the departments. A good start has been made in all
three.

The attached progress report spells out what I mean by a good staxt.

So far, T have available only the people and resources we alveady
had in the departments. I have mysell continued, ag you know, during
the {rausition period to handle o full-time director job, With this in
mind, I think the scope and impact of ageney activities is encouraging.
It confirms the usefulness of the IMighway Transportation grouping.

What more is needed for full effectiveness of the ageney ¥ Right now
more than anything else we need more time and experience in agency
operation, plus a few carefully chosen aides who can help me move the
ageney into its sceond phase. -

Second, we do have some complication in that only a segment of a
broad plan has as yet been enacted. As more of the Agency Plan is
put into law, particularly the portion dealing with central staff con-
trols and services, the relationship of the administraters to the total
exeeutive organization will be elarified. This will be helpful to all of us.

Qo far as central fiseal ecntrols are concerned, I think most of our
fiseal specialists agree that as the state government grows it needs
constant effort to keep unnecessary details and procedures from clut-
tering and impeding the system. If we get a better organization struc-
ture and top management system, this effort should become more pro-
duetive. :

You asked for an example of an unnecessary fiscal review procedure.
T sugeest you look at the process of line-item budgeting for the oper-
ating costs of the Division of Architecture, as imposed by the Legisla-
ture a few years ago. It unnecessarily duplicates fiscal controls exer-
cised over the same dollars as part of the capital outlay budget proecess.

1 also believe that line-item fiscal veto of building designs has been
excessive in some cases, although this sitnation is improving.

ApPENDIX B 41

On the other hand, I think the control of our vast highway program
demonstrates that effective fiscal and policy determination by the Gov-
ernor and the Legislature and effective departmental management of
operations need not involve central staff serutiny of line-item details.

In general, however, you will find that the fiscal processes of various
departments are so varied and complex that no simple generalizations
are valid, either as to what is done or what ought to be done, Part of
the task of agency management is certainly to provide leadership and
support for a case-by-case continuing effort to simplify and improve
fiscal processes.

Looking ahead, 1963 will see the Highway Transportation Ageney
continuing along the lines already laid down. I expeet we will begin
to implement the results of major stndies now under way, extend the
scope and depth of ageney activities, and move into a full-fledged con-
tinuing operation. .

The basic topies will remain much the same: (1) program analysis;
(2) transportation planning; (3) highway safety research; (4) action
program for highway safety; (5) organization and management 1m-
provement; (6) legislation.

It occurs to me, by the way, that in order to respond to your ques-
tions T may scem to be pointing with pride to my own personal cfforts.
While T cannot deny that T min proud of what this administration is
accomplishing, f am sure youn understand that what I report to you
results from the co-operation of many people. In a large organization
no one accomplishes very much alone.

To give you a general conclusion (and confirm some things I told
your commission earlier): I don’t say this is the only way to organize;
T don’t say it solves everything; I do say this ageney organization
malkes sense, it is an improvement, and it works.

Sincerely
’ RosERT B. BRADFORD
Administrator of
Highway Transportation




' PROGRESS REPORT

HIGHWAY TRANSPORTATION AGENCY

1. Program Analysis

In a pioneering study of national interest, the agency has launched
{with legislative support) a long-range program acalysis and planning
project in the ficld of highway and motor vehicle operations. Headed
by Mr. Louis R. Morony and John Magill of the Automotive Safety
IPoundation, and finaneced by a $70,000 allotment of federal aid high-
way planning and research funds, the study brings together outside
experts, citizen and interest groups, and experienced state officials in
& joint effort to plan ahead and evaluate requirements and eapabilities.
The result will make available a basis for administrative planning of
highway and motor vehicle operations in all three departments com-
parable to the master planning already so sucecessfully applied to the
location and eonstruetion of the highway system.

The-survey seope, organization, and gencral procedures are estab-
lished. The project is due to be completed by late 1968, The initial
work is under way and the study is on schedule.

QOutside technieal eonsultants have been chosen for all funetions
under stndy and they have hegun thetr work. TPellowing are the names
of the consultants and the Funetionul aveas they are evaluating:

IMmanciol Responsibilily: Milo W, Chalfant, Tnslruetor, School of

Police Administration and PPublie Safoty, Michigan State University.

Driver Licensing: John €. Kervrick, Director, Driver License Pro-

gram, American Association of Motor Vehicle Administrators; Glenn

V. Carmichael, Co-ordinator of Programs and Aectivities for the

Traffic Institnte, Northwestern University.

Registration and Title: TLouis R. Moreny, Director, Laws Division,

Automotive Safety Foundation; also Study Director.

Supervision and Services of Highwey Patrol: Robert B, Raleigh,

Citizens Traffic Safety Board, Chicago.

Highwaey Traffic Operalions: David W, Schoppert, Traffic Engi-

neering Division, Automotive Safety Foundation.

A eopy of the basic study plan materials is being sent to you.

2. Transportation Planning

At the request of the Legislature, the agency worked with a eross
section of loeal groups to prepare a eomplete prospectus for a compre-
hensive transportation planning study of the San IFrancisco Bay area.
It is inereasingly elear that such planning, whieh embraces all forms
of transport and traffie, is the key to solving our urban problems of
congestion and growth.

f 423
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On Oectober 30, the agency submitted the prospectus to the Legisla-
ture. The proposed study will take fonr years and will cost about $4
million. A copy of the prospectus is being sent to you.

Incidentally, eovdinl and helplul Haison has been established between
the ageney and the Los Angeles and San Franciseo transit organiza-
{ions.

3. Highway Safety Research

A $100,000 program authorized by the Legislature is being operated
through the agency, with the assistance of the University of California,
Institute of Transpertation and Traffic Engineering. Six major areas
of eritical importance to improving highway safety have been marked
out for research studies. The results will be used both in public ednea-
tion and in more effective operation of the highway system,

The agency has established a Highway and Transportation Research
Council to help identify research needs, stimulate and co-ordinate re-
search efforts, and evaluate research results. It provides a means which
did not exist before for bringing tocether those who have a common
conecern in productive rescarch of this type.

A recent report of the eurrent status of each highway safety research
project is being sent to you. A 1963-64 program to initiate further
highway safety research subjects is now being developed for review
by the eouneil and the agency.

4. Governor's Action Program for Highway Safety

Based on the 1962 Governor’s Traffic Safety Conference, the work
of the three departments, and reeognized safoty groups and anthorities,
the ageney has developed and published a specifie aclion program for
the Governor as a blueprint for all those interested in this vital sub-
jeet. A eopy of the action program items is being sent fo yom.

5, Field Service Planning and Co-ordination

After an extensive survey of cxisting field relationships of the agency
components and possibilities for improvement, these new things have
been done:

(1) Joint Highways-CHT field locations have been selected for the
entire West Side Freeway from Grapevine to Tracy.

(2) This type of joint field location planning is being applied as a
statewide poliey to all future field station location decisions.
Many such joint Highway-CHT locations may be expeeted, with
the Department of Motor Vehieles also joining these service lo-
cation complexes whenever appropriate, The result will be im-
proved service Lo the publie, ceonomy in operation, and improved
comnunieations,

{3) The three departments are joining under agency auspiees fo
establish official field committees for direet eo-ordination and
co-operation at appropriate field levels throughout the State with
regard to the many matters of mutnal interest.
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8. Fiscal Planning

In co-operation with the Budget Division, the administrator has os-
tablished procedures for agency policy co-ordination and deeiston-
making in the budget proeess and for leadership in effective budget
management. Having no direet staff, the ageney is utilizing the Budget
Division as a souree of staff analysis and recommendations with regard
to the Highway Patrol and Motor Vehicles budgets. The administrator
will participate in key policy decisions on these budgets, in their pre-
sentation to the Legislature, and in budget execution. While the normal
processes of routine budgetary deeision are proceeding pretty much
undisturbed, the relationship is effective in bringing matters to the at-
tention of the administrator for which agency aetivity is appropriate.

Qo far as Public Works is coneerned, the administrator, as Director
and as Chairman of the Highway Commission, has full budgetary
responsibility. The highway safety research appropriation is being
administered as an agencywide fund.

Because all highway tvansportation aectivities are finaneed from a
common pool of highway user revenues, which are not available for
general government purposes, the Highway Transportation Admin-
istrator is in a particularly good position to make fiscal judgments
regarding prioritics among competing uses for operating funds in his
agency.

7. Co-ordination of Public Information Programs

Ageney exhibits, whick for the first time present a compreheunsive
highway transportation message by the three departments, were at the
1962 State Fair, Los Angeles County Fair, and Fresno Fair. A joint
publication on the Vehicle Code requivements and other information
for motorists has replaced separate departmental issues. The publie
information officers are co-ordinating their activitics for further agency
teamwork of this type.

8. Office Space Planning

In co-operation with the Department of Finance, the agency devel-
oped long-range plans for office space and building needs in Sacramento
of all departments in the ageney. It also helped the Department of
Tinance revise and improve the overall master plan and sehedule in-
volving other ageneies. The result was o solution {to immedinte spuee
planning problems of Motor Vehieles and Ilighway Patrol, plusg ap-
proval of a basie long-range plan for developent durving the next 8
10 10 years.

9. Fees and Permits

An ageneywide inventory and review of fees and permits and charges
to the public for special services has revealed a number of areas where
revisions may be advisable. Preliminary indications are that some in-
creases in revenue might be justified and, if so, they will be reeom-
mended to the Legislature.
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10. Organization and Management Improvement

An interdepartmental committee of administrative officials is looking
for further improvements in agency organization and operation affect-
ing more than one department. Other interdepartmental staff com-
mittees concerned with data processing, communieations, and auto-
motive equipment have been established.

In addition, staff meetings and interdepartmental briefings and other
joint activities have brought key people of the departments into a
closer working relationship than ever before, and have facilitated day-
to-day eo-operation.

11. legislation

Organization and procedures have been established to insure agency-
wide policy eo-ordination in the development of legislative proposals
and in other legislative matters.
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Yourm anp Apurr CORRECTIONS AGENCY
" November 13, 1962
Mz. Eveene C. Lue, Chairman
Commission on Californie State
Government Organization and Feonomy
1209 Eighth Street
Sacramento 14, California

Drar Me. Lk : This is in reply to your letter of October 23 outlining
thae genesis and objeetives of the eommission. It was a distinet pleasure
to meet with your group in San Franeisco on Qctober 26, The exchango
of ideas and comments was stimulating and indicated depth of interest
and perception of the major problems and goals in the state reorgan-
izational plan.

My comments at the above meeting eovered many of the eight points
enumernted in your letter of Octobor 233 so the following mimmwaers will
inavitably be to somo extent ropelitious, 1ore are roplios numbered to
correspond Lo your questions,

1. Prineipal benefits of the Ageney Plan as reluted to our own ageney
arise out of the eonsolidation of nine organizational entities under
one leadership. These are:

Department of Corrections

Department of Youth Aunthority

The Adult Authority

The Youth Authority Board

The Board of Trustees, California Institution for Women
All speeial erime study commissions

The Delinguenecy Prevention Commission

The Correctional Industrics Commission

The Board of Corrections

Previous to the Agenecy Plan the major entities listed above
were 1o a considerable extent orpanizationally antonomous in that
gach reported to the Governor. While it was true that the Board
of Corrections filled a co-ordinating role there was no real power
in any one person to insure that the activities of the components
were interrelated for maximum efficiency, economy and program
benefit.

T believe in our own agency the plan has been partieularly help-
#ul in that it has released the time of the ageney administrator
from routine administration for the review and evalnation of exist.
ing steucturo and operating policies of the components. Answery
to subsequent questions will detail accomplishments,

As regards state government as a whole, T believe the Agency
Plan has strengthened the Governor’s role as a polieymalker
throngh grouping departments, boards and commissions into a
workable number of units. Tt is my understanding from meefing
with the Covernar’s Cabinet that other agencies, in addition te
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our own, have achieved increased efficiency and economy. Again
calling on my experience in attending the eabinet meetings, it has
been apparent that these bring about a pooling of experience and
judgment of the eabinet members on breoad issues that cross de-
partmental and ageney lines.

Sinee this is the first major reorganization of slate govermment
for many years it will no deubt take another year or two before
the Ageney Plan comes of age, but when this oceurs I anticipate
that there will be many additional benefits to state government
over and above those which we now see and ean readily predict.

In our own agency a number of task forees have been appointed
and studies are underway in the broad poliey areas dealt with by
the ecomponents of the agency. i

One such group is studying parole policies and procedures. Their
study eovers Adult Authority; the Youth Awuthority Board; and
the Board of Trustees, California Instituation for Women,

Another Losk forea is making o study in dopth aimed ot assist
ing the Adult Authority and Lhe bowrd of trustees in doveloping
proposed poliey guidelines on sentencing and paroling practices.
his iz in the same goneral area as the overall board study group
but its work iz much more specifieally pinpointed toward the de-
velopment of guidelines. '

Speeial attention is being given through the appointment of a
task force to develop an expanded and improved work program
for inmates of the Department of Corrections. Tt is hoped that
employment ean be developed for an additional 2,000 inmates
with corresponding economic benefit fo the State. Of even more
long-range importance are potential benefits in terms of a sound
work program being good treatment, particularly for young in-
mates who have no established work habits and for inmates who
can achieve a work skill nuseful for self-support after their release.

The committee for the study of the youthful offender is exam-
ining the many facets of the problem of social maladjustment and
ecrime and delinquency in the 16- to 25-year-old age group with
particular emphasis upon future programs of institutions, treat-
ment services and prevention. The task force will inelude in its
seope evaluation of long-term plans aimed at greater utilization of
community resources to minimize institutionalization of these
young offenders.

Another study is in the field of probation which offers tremen-
dous potential for both money saving and providing equality of
eriminal justice. : . .

In addition to the various tnsk forees & munber of administrative
actions have been taken, One important decision has been the firm-
ing up of policy as to division of responsibility for jnstitutional
care of youthful eriminal court eascs. For many years the Depart-
ment of Corrections has eared for about two-thirds of these cases
leaving one-third for the Youth Anthority. It is believed that
Youth Anthority faeilitics and program as currently developmg
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can satisfactorily care for two-thirds of these criminal court youth-
ful offenders, leaving only one-third requiring custody and treat-
ment of the Department of Corrections.

The potential economic benefit which we believe will acerue from
the several studies in the fields of probation and parole policies
cannot be estimated at this time. Much depends on the specific
manner in which recommendations can be implemented. In the
case of probation additional legislation may well be required. That
the potential value of these studies is great can be seen from the
fact that it costs approximately $2,000 a year to keep an adult
prisoner and approximately $3,800 a year for a Youth Authority
ward. Bach time a new faeility is built the cost per bed is approxi-
mately $10,000. From these figures it can be seen that even a

_relatively small reduetion in average daily population has a sub-

stantial financial effect.

Iere azre o few specific items used by the Department of M-
nanee in developing a statement relative to savings attributable
to the office of the agency administrator:

o, Deletion of projects based on resenrch findings

106263 et o T 80,000

b. Abolishment of miscellaneous positions due to
tightened operations - - 27,000

e. Miscellancous improvements in reassignment of
personnel and improved procedures ... 5,800
(Jinance official) ... #112,800

In addition the office of the ageney administrator has been in-
strumental in making real and potential savings in a number of
areas. Not all of them have been documented but they inelnde
potential elimination of a million-dollar land aeguisition expen-
diture for the proposed Southern Youth Training Center through
utilization of land available at the California Institution for Men;
development of a plan for acquiring a firm bloek of Central Val-
ley power, suving $50,000 per year for nine years at the Conserva-
tion Center in Lassen County and development of a plan to utilize
power on a temporary basis, eliminating the need for a mobile
generator at a onc-time saving of $40,000.

. Based on experience to date and contemplation of the future, it

secms to me that both kinds of benefits ennmerated in your ques-
tion 4 are currently aceruing and will continue to be felt in even
greater measure as the Agency Plan eontinues in operation. With
regard to economies, I believe at least in our own agency that
large and enduring economies will result from more effective co-
ordination particularly on the policy level in aceordance with our
present plans and developments. We will also continue to explore
possibilities for integration of activities. IHowever, simply because
like activities exist in more than éne agency component it would
be unwise to jump to the conelusion that duplication of effort
exists. Too often reorganizations start out to eliminate duplieation
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and end up ereating an additional hierarchy of middle manage-
ment at greater expense and without increase in efficieney. On the
other hand, wherever eentral mechanical and related services can
perform more effectively and with equal or better economy, con-
solidation will oceur.

. Principal deterrents to full realization of the ageney concept in

this partienlar agency are related to the faet that this is the
initial year of experiment and adjustment within and without the
agency. Old habits of communication between eontrol agencies and
the departments are not easily broken even with the best inten-
tions. The fact that there has been no staff except a secretary
specifically budgeted to the agency compounds the problem. In my
own case I have utilized the services of the Executive Officer,
Board of Corrections, sinee that individual reports to me as chair-
man of the board. In addition it has been neeessary to borrow staft
members from the eomponents and this is not organizationally
satisfactory and is erippling to the eomponents. The lack of uni-
formity in statewide implementation of the plan also creates prob-

“lems in that the future of the Ageney Plan is uncertnin at lenst

as to further development. All of this eveates an atmosphere of
uneertainty which is not condueive of optimum results. Finally,
in our own agency the terminology may be confusing to the pub-
liec, We are currently comsidering possibilities for simplification
and elarification.

Although perhaps not an aetual deterrent, at least in this
agency, there is question as to whether the present legislation
establishing the Agency Plan is sufficiently clear and inelusive.
This is not intended as a eriticism of the laws as originally drafted.
It is recognized that with experience the need for specific powers
and responsibilities being spelled out can beeome apparent. Under
Section 12850 of the Government Code thought might be given to
spelling out the faet that the agency administrator may perform
any duty or exercise any power given elsewhere in law to a de-
partment, office, unit or other component, or the head thereof,
within the ageney. :

Thonght might also be given to establishing the appointing
power of the ageney head and providing that the Governor shall
roceive and consider his recommendations when making appoint-
ments within the agency.

Lastly, under Section 12852 the power of the administrator to
cxercise control over the organization of the agency and recom-
mend necessary changes in its legal structure to the Governor
might be spelled out more elearly.

. The present fiscal budgetary and central management controls

were designed at a time when the State was mueh smaller and
it was more practieal for the regulative agencies to be deeply
involved in the decision-malking process even in relatively minor
matters. In reeent years the regulative agencies, partieularly the
Department of Finance and the State Personnel Board, have
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tended to recognize this and there is a greater degree of decen-
tralization now than previously. ITowever, I think this has not
gone far enough. Creation of the agency level should make if
possible to reconsider existing eontrols and determine which ean
be delegated. Specifieally it is suggested that the fiseal laws and
rules covering such items as requirements for budget revisions and
transfer of budget allotments be examined.

Care must be taken to avoid jumping to conclusions in evatu-
ating the necessity for fiscal and other requirements. It is easy to

During the legislative session I will make the opening remarks
on the budgets of the varions eomponents to the legislative hudgolt
contmittecs and will be available during the hearing of pu'liv‘\;
items for Turther comment and support. T i

Sulgsequoutly controls which have already been established in
my office gfwerning organizational, personnel and policy ehanges
"\\'1]1 res_nl_t in my being informed and participating as appropri;te
in administration of the budget during the year. i '

“fix the blame on the Department of Tinance without eonsidering If there are additional specific points upon which your commission

the important control activity of the Logislature and the offiee or staff would like additional information please do not hesitate to lot

of the Legislative Analyst. This comes back to an cvaluation of me know. Meanwhile, Mr. R. J. Smith of my offiece will be available to

the extent to which the Legislature wishes to exercise item-by- Mr. Halecomb in relation to the specific points upon which you re-

item eontrol of budget administration during the year. quested further information at the time of our meeting of October Zﬁ
In considering this problem of central management controls it in San Franeiseo.

is important to differcntiate between budget analysis during the
formnlative period and budget control after the budget has heen
passed by the Legislature. Tt is in the latter arca where I helieve
that further evaluation of existing laws and rules ean vesulf in
better flexibility without loss of responsibility. For example, at
present Department of Tinanee approval is required for transfer
of dollars within the salaries and wages eategory. Transfer he-
tween operating expense and equipment reguire nof only HFinanee
approval but a report of sueh transfers must be submitted on a
quarterly basis to the Joint Legislative Budget Commitice. Trans-
fors between institutions within the galaries and wages eategory
for example require Board of Control approval. Tn sneh eases the
Department of Finance performs the neeessary staft work and
reecommends to the board. Budget revisions calling for transfer be-
tween categories require Finance approval and report to the Joint
Tegislative Budget Committee,

I believe it is time for a further review of the various fiseal, gen-
eral services, and personnel approval requirements and that the
results of such review might well be a further decentralization of
authority with consequent improvements in management flexibility
and without loss of fisenl responsibility.

Sincerely yours,
Ricmanp A, McoGER
Administrator
Youth and Adult Corrections Ageney

. The coming year will see the implementation of pecontnendal ions
of task forees with continmations of studies in important major
areas as appropriate. We will also continue examination of pos-
sibilities of joint use of facilitics and services which will not in-
terfere with the separation of youth and adult programs wherein
a variation of policy and underlying philosophy are to be main-
tained. We will continue to seek management improvements
through sharing of skills, experience and program expertus.

. T reviewed the 1963-64 budget requests for the components of this
agency while they were in draft form and approved same with
cortain modifications for submission. Subsequently T participated
in the presentation to the Department of Finance and intend fo
make such further contacts with the Governor as are appropriate.
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Division oF SAVINGS AND LoAN
Los Awgerzs, November 20, 1962

Mr. Bueene C. Leg, Chairman
Commassion on California State
Government Organization and Eeconomy
1209 Eighth Street
Sacramenio, Caltfornia

Tar D, T T am plonsed to hinve the oppovtunily o assist you
and the other members of the Commission on California State Qovern-
ment Organization and Beonomy in your important task. Your letter
indicates that it would be most helpful to you to have specifie illustra-
tions of benefits produced and diffienlties encountercd by the Ageney
Plan to date, and it is toward this objective that T shall dircet my
answers to your inquiries.

At the outset I should make it clear that the past year has probably
served ag less of a trial run for the Business and Commeree Agency
than for any of the others. Established on an interim basis by exceutive
order, the Business and Commeree Agency was promptly challenged
as to its very logality by the head of one of its constituent departments,
the Insurance Commissioner, Bven after a legal opinion on ilie points
in issne was sought and obtained from the Attorney Gencral, uphold-
ing the action of the Governor, the Insurance Commissioner main-
tained his position of determined opposition and refused to partieipate
in any way in the activities of the ageney.

Needless to say, this eontroversy about the very foundation of the
agency has prevented us from implementing it as fully as we had hoped.
At the same time, we have been able at least to explore some areas of
common interest and possibilities for closer co-ordination or integra-
tion,

The result, to answer your first four questions as a group, Tras been
to identify probable benefits from agency reorganization rather than to
achieve them at this point. Both of the kinds of benefit mentioned in
your fourth guestion appear obtainable, in differing degree; it depends
on the characteristics of the departments being grouped. )

Tiot mo oxpand that Jast answor substantinlly, One year W experienee
with the Business nnd Commioree Agency, oven on stich a rostrieted
basis, has clarified for me the logical composition of the agency. It di-
vides readily into two broad groups—a standards and licensing group,
composed of such departments as Professional and Vocational Stand-
ards, Aleoholie Beverage Control and the Board of Osteopathic Fxam-
iners, and an investment group, composed of such departments as
Banks, Insurance, Corporations, ete. i ) ]

Among the members of the standards and licensing group, 1t appears
that there is the opportunity to effect substantial operating economics
by combining and centralizing certain functions. As an cxample, both
Professional and Voeational Standards and Aleoholic Beverage Control
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deal with a large number of licensees and annual renewals, mailings
and records. A central electronie data processing installation, serving
the other agencies, could be developed from the nuclens already in
existence at Professional and Vocational Standards.

Among the constituent agencies of the investment group, on the
other hand, it appears likely that the major benefit of the Ageney Plan
“fould come from closer co-ordination of program and better protee-
tion for the public. The dangers of the limited jurisdietion of each
individual department and the value of some broader ageney were both
made evident in the recent depredations of the so-called 10 pereentors.
ff\ ]n'uvin.usly dormant organ, the Board of Tnvestment, was pressed
inle service in coping with 10-pereenier operations; its report to the
Governor, a copy of which I am enclosing, shows elearly how a supra-
departmental approach was necessary to meet the problem.

There is nothing mutnally exclusive about the two categories of
benefits mentioned above ; they should both be realizable, but in different
degree in different situations. Likewise, both groups would benefit from
the fact that they would receive closer atiention and supervision from
the administrator than they can now receive from an overextended Gov-
ernor. The latter point, of eourse, is one of the fundamentals of the
whole Agency Plan, '

Your fifth question has alrendy been answered in part. The absence
of statulory status and consequent attaele on the ageney’s very exist-
ence oceupied a good deal of our attention and prevented us from get-
ting on with the purposes for which the ageney was created. That
aside, there is no question in my mind that the agency would be more
effective if the administrator were vested with some authority over
budget and personnel, As matiers now stand, the administrator can
recommend, but not assure, changes in or integration of organization,

I think the reply to your sixth question is a gualified affirmative.
Departmental budgets should be justified In detail and undergo cen-
tralized review and approval, as at present. But many situations aris-
ing in the ‘‘exeeution’” of the budget call for considerably greater de-
centralization of authority than mow exists. For an example, from my
own Division of Savings and Loan, it required submission of an appli-
cation to the Department of Finance and receipt of their approval be-
fore we could use funds listed in our budget for purchase of an ordi-
nary table to buy instend o drafting table, Certainly tho head of »
department, or perhaps in u few major enses the agoney hend, ought
to have authority to approve this sort of transfer between categories.
Budgets are now prepared in too much specificity too far in advanee
to make sensible such a centralized control over details of expenditure.

Roughly the same type of objeetion to excessive requirements of
prior approval of every detail of staffing can be entered in regard to
the Personnel Board. The department head should have greater freedom
to determine, within the limits of his bndget, the preeise struetire and
compoxition of staff he needs to get the job done, The Personnel Board
should establish standards for given job and salary levels, as it does
now, but shonld then be given the funection of anditing the determina-
tions of the agency head rather than the function of prior approval
of his every move, :
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Questions number 7 and 8 do not apply at this stage to the Business
and Commerce Ageney; for the reasons diseussed, we gimply did not
attain overall agency planning in our first year of paper existence, T
find this regrettable, for T am convineed there are significant poten-
tinlities in this particular agency grouping. )

I hope that the foregoing diseussion will be of some help fo you in
your deliberations, Please accept my apologies for the delay in re-

plying, and please be assured of my desire to furnish any other infor-
mation which may be of assistance.

Sincerely yours,
Preston N. SHBAUGH .
Rusiness and Commeree Administrator
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DEPARTMENT OF EMPLOYMENT
November 19, 1962
Mz. Buceng C., Lz, Chairman
Commission on California State
Government Organization and Economy
1209 J Strect, Sacramento, Californie

Duar Mz, Luu: This will acknowledge your letter of Oetober 29,
1962, in which you ask for a brief written statement from me concern-
ing developments and problems with respeet to the Agency Plan. I am
very happy to do this.

I must begin by stating that I believe that the Ageney Plan, overall,
is most desirable. T would be less than frank, however, if I were to
state that with respect Lo the Bmployment Relations Ageney, of which
I am the administrator, the present Agency Plan will be fully applicable
and effective without a good deal of effort, time and thought.

There are several rensons for this point of view,

Let me illustrate. As yon know, the Employment Relations Agency
consists of two departments—the Department of Employment and the
Department of Industrial Relations. The Department of Industrial
Relations truly is labor’s own department, for it administers various
laws whieh safeguard the rights of the working people of this State.
Under such ciretmstances it is normal to expeet and it is proper to
have a labor bias in the administration of that department. On the
other hand, the Departiment of Employment is a department which
finds itself in the middie as between management and labor, the grower
and the farmworker, and the insnrance company, the employer and the
employee. The Department of Employment is enjoined by law to be
neutral and of neeessity it must be. The best illustration that I ean
give as to the position the Department of Employment finds itself in
is by reealling to mind the difficulties encountered in attempting to
codify the Uneinployment Insurance Act. Management wanted the act
to be placed in the Insurance Code. Labor wanted the act to be
placed in the Labor Code. Because of these irreconcilable positions, the
TUnemployment Insnrance Act was codified in a separate code, the Un-
employment Tnsuranee Code.

Thits one obstacle, although not insurmountable, to the implementa-
tion of the Ageney Plan insofar as these two departments are eoncerned
is the philosophy inherent behind the programs and the administration
of each department,

There is perhaps a more important problem. T believe that among
the basie justifieations of the Agency Plan are the effieient operations
and savings which could result, It is to be remembered, however, that
the headquarters of the Department of Industrial Relations is in San
TIraneisco while the headguarters of the Department of Employment
is in Sacramento. Politieally, T doubt that labor would ever permit the
headgnarters of the Department of Industrial Relations to be removed
to Saeramento, but until it is it would be most diffienlt to eonsolidate
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staff functions such as research, personnel, aeeounting, legal, medical
and data processing. But it would seem that unless such consolidations
can be effected there will be no significant savings or other benefits
arising from the Agency Plan in this partieular instance.

Let me now try to answer the questions that you have asked. With
respect to your first question as to what I consider to be the principal
specific benefits of the Agency Plan, I believe that with respect to state
government as a whole it will provide for savings and eo~ordination,
and ultimately this may be irue as to my own agency. With respeet to
my particular ageney, it will require co-operation between departments,
Erhi'ch heretofore has been very good, but on a completely voluntary

asis, _

Your sceond question is, what specific accomplishments have heen
achieved in your ageney that would have been unattainable or less
likely of achievement if the agency had not been established? I am
compelled to say that there are none, because the Department of Em-
ployment and the Department of Industrial Relations have been out-
standing in co-operative efforis over the past several years cven without
the Agency Plan.

By virtue of my answer to your second question, the third question
is inapplicable.

Your fourth question relates justifications for the Agency Plan. It
is my view that the Agency Plan’s justifientions must rest primarily
on economies. T am of the view that the Governor, even with the Ageney
Plan, could not possibly hope to have a complete span of eontrol or
knowledge of all the programs and matters that are going on in the
State of California. Rather, I belicve that it is the responsibility of the
Gtovernor’s appointees to maintain these programs and to take care of
problems as they arise. It is also their responsibility to call the Gov-
ernor’s attention to matters of the greatest importance or urgency.
There would seem not to be so many of these that they would be beyond
the Governor’s span of eontrol. For example, in my own department
there are everyday problems which arise with respect to the function-
ing of the unemployment jnsurance and the disability insuranee pro-
grams. I see no need to bother the Governor with these matters as long
a8 the programs are running properly. But the department also adrin-
isters & farm labor program and there may be a rash of farm labor
disputes which involve emotions on both sides and which may have
serious political repercussions insofar as both farmers and labor are
concerned, I believe that I would be derelict in my duty if I did not
invite the Qovernor’s attention to this problem for whatever advice
and direction he might want to offer. Summarizing, I do not believe
that span of control is the most important consideration for the Agency
Plan (although it does have significance) but rather it is economy, and
on this basis I think the plan entirely justified.

“With respect to your fifth question as to what the principal deter-
rent is to full implementation of the agency concept, in the instance
of my agency it is the lack of statutory status. Without such status even
limited achievements become most diffieult. Again let me illustrate. The
Department of Industrial Relations’ budget is derived from state fi-
naneing, while the bullc of the Department of Employment’s budget id
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proved by the Bureau of Employment Security of the U.8. Department
of Labor and the Congress as well as the state legislature. Such federal
moneys cannot be utilized for purpeses not related to the employment
security program. Thus Employment, under the law, cannot even con-
tribute a portion of the administrator’s office expenses.

My answer to your sixth question is in the negative and I must
answer your seventh question also in the negative, There is no question
but that the outstanding co-operation between the two departments in
this ageney will continue but this will not be because of the Agency
Plan as such,

Inasmuch as T have just assumed the position of agency administrator
I do not feel qualified to diseuss your eighth question. I must state that
in any event it would scem to me that the ageney administrator’s role
in the administration of a budget would be most difficutt. This is par-
ticularly true in the case of the Department of Industrial Relations,
which in reality is a gathering together of a number of autonomons
units all of which are headed by Governor’s appointees.

T have tried to present my views on this matter as completely and as
honestly as I can. I want to reiterate that I believe that over all the
Agency Plan is desirable. There are many instances where there will
be great co-ordination and enormous savings resulting from the imple-
mentation of the Ageney Plan. As I have indieated, however, real effort
will be required insofar as the Employment Relations Ageney is con-
cerned.

Please do not hesitate to call on me if there is anything further
desired.

Sineerely,
Irving H. Prruuss, Administrator
Employment Relations Agency
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Punnie Sarry AguNey
Sreari Carrron, SACRAMENTO
November 13, 1962

Me. Bueexne C. Lix, Chairman
Commission on Californie State Government

Organization end Hconomy

1809 J Street
Secramento 14, California

Duar Mz, Tm: In aceordance with your request of October 23d, I
am pleased to submit to you my personal observations and opintions on
the accomplishments of the Public Safety Agency and some of the
problem areas which we have encountered. ' :

Funetioning on an experimental and nonstatutory basis duving the
past year, the Publiec Safety Agency appears to have made substantial
progress toward achieving the objeetives ol the Ageucy Plan, Ag you
know, these objectives huve been deseribed by Governor Drown as:

1. More cffective lines of communieation and authorily.

2. Improved program planning and evaluation.

3. Improved co-ordination of program exceution.

4. Decentralization of management control.

In view of our experience to date, statutory status for the agency
appears to be justified and is considered ahsolutely necessary if the ad-
ministrator is to be provided with the degree of anthority which he
will need to play a move decisive role in the areas of program planning
and program execution. Inadequate housing for two key departments in
this agency and outmoded budgetary organization and procedures are
other major deterrents to the effective implementation of the Agency
Plan in the Public Safety Agency. T shall cover these problem aveas
more fully in other sections of this letter.

The Military Department jis organized for the performance of certain
emergency actions which must be co-ordinated with the operations of
the California Disaster Office prior to and in the event of a natural or
war-caused disaster. Thus far, the ageney structure has proved very
valuable as a means of co-ordinating allied aetivities and programs in
the Military Department and the Culifornia Disaster Office.

It is my bolief that disaster planning and operationy should take
into aceount the materinl resonvees and toehnical vkills of all nmencies
of state government, particularly the resourees of ihe Militury Depart-
ment. The California National Guard, with approximately 25,000 as-
signed personnel, is organized, trained, equipped and, most important,
dispersed in about 200 communities throughont the length and breadth
of our State. It is a diseiplined, sclf-sufficient body eapable of respon-
sive action to recognized authority. It has trained technicians on hand
to provide emergency transportation, operate field hospitals, emer-
gency kitchens and water purification units, build bridges, establish
emergency communications systems, eontrol traffie, assist with rescue
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and debris elearanee work, and airlifi significant tonnages of high
priovity snpplies sueh s foods, drogs as well as medical personnel,
Members of 1he National Chinrd ave only pari-time soldiers at present.
However, their fuli-time civilian oceupations span a broad speetrum of
professions and trades which would be vital to our postattack recovery
cffort.

Traditionally, the National (inard has been called upon to assist in
loeal emergencies by supporting the eivil authorities. The possibility
that such assistance in large seale will be reguired in a postatiack
emergeney period is gaining inereasing recognition in military and
eivil defense planning at the Federal Jevel. T believe that this eontin-
geney should wirrant our elose nttention in disaster planning at the
state level. Tn this regavd, the strong co-ordinating medium provided
by the agency strueture has begun to vield a substantial benefit in the
form of more realistically conevived and better integrated leng-range
emergeney plans. Moreover, in view of the large-scale role which the
National Quard may assinne wnder a war-cansed emergeney, placement
of this oreanizalion under the Public Safety Administeator may help
1o allay the ever-present Lear ol mililary control and should make the
eivil defense program morve acceptable to local governments,

Tistablishment of the Publie Safety Ageney on a statutory basis
should, of eourse, facilitate 1he joint use ot land, physical plant, equnip-
ment, and personnel between the Military Department and the Cali-
fornia Disaster Office, with resnltant monetary savings. Such ‘internal
organizational ehanges as may be required to realize these savings
should be effected through administrative action after statutory status
nLas been eonferred, and the two departments have been relocated ina
joint faeility.

At present the two departments are located in separate buildings
approximately 12 miles apart. These struetures are totally unprotected
from the effects of a nuelear attack and it is lighly improbable that
they would remain operational in case of a nuelear attack in the
Qaeramento arca. Prior to the cstablishment of the Public Safety
Ageney, the California Disaster Offiee and the Military Department
were planning to construet protected facilities; however, no provision
had been made for joint oceupaney by the twe departments.

Our current plan for the construetion of a joint-use facility was
developed by an ageney task foree appointed shortly after the ageucy
was organized to study the Tong-range housing needs of the ageney.
The shady resulted in o proposal for the construetion of o prolected
fueility which would house the stalls of the Military Departmoent and
the California Disaster Office on a day-to-day basis. The building would
also serve as an alternate seat of government for the State during an
extreme emergency. i

A proposed location and estimates of space requirements and cost
have been developed by the task force. The proposal has been sub-
mitted to and has been approved in prineiple by the Governor and the
Director of Finanee. On November 16th I plan to meet with the Di-
rector of Finance to obtain his speeifie approval of our application to
the federal government for finaneial assistance in the eonduet of the
preliminary feasibility studies. Prompt action by the Department of
Tinance may enable us to smbmit a program package to the 1963
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session of the Legislature. In the meantime, major administrative
actions to consolidate staff and facilitating services between the Mili-
tary Department and the Disaster Office will have to be postponed until
the eventual physieal loeations of the departments have been deter-
mined.

Approximately one year ago, President Kennedy transferred major
civil defense responsibilities from the Exeentive Office of the President
to the Department of Defense. Apparently, this was in recognition
that ecivil defense is an essential ecomponent of the national defense.
Bxperience to date has proven that this reorganization at the federal
level was indeed in the best interest of the nation. Through the medium
of the Publie Safety Agency, we in California have been able to
adopt a similar organizational concept, With our state military and
civil defense programs closely alled under the agency structure, I
believe that we are now eapable of more effective response to directives
which may be fortheoming from the U.S8. Department of Defense in
the military-civil defense area.

Accordingly, T established another ageney tusk foree to develop ways
and means of capitalizing on this close interrelationship which now
exists in the military-civil defense programs at both state and federal
levels. The task force has prepared a staff study which outlines a pro-
posal for achieving further improvement in the eonduct of emergency
preparedness planning and postattack operations. Briefly, the staff
study advoeates combining the construction of certain National Guard
armories with the construction of protected emergency operating een-
ters for state and local eivil defense ageneies., Under present poliey
these two construction programs are funded and administered inde-
pendently of each other by two separate organizations within the
Department of Defense at federal level and by the Military Department
and the Disaster Office at state level.

If feasible, joint construction and occupancy of these facilities
should result in (1) more effective day-to-day co-ordination between the
military reserve and civil defense programs at the federnl, state, and
toeal levels, (2) an fmproved operational readiness posture for the
military-eivilian team in the event joint emergeney operations arve
necessitated by nueclear attack, and (3) savings in construetion costs
to the federal government, and the state and local governments con-
eerned.

The final version of the staff study should be available next weelk. I
plan to recommend that the results of the study be submitted by the
Governor to President Kennedy for further consideration by the De-
partment of Defense.

The ageney structure has proved very valuable in the development
of a revitalized program of cmergency preparediness for state agencies.
Several months ago, at the request of the Governor, eertain state agen-
cies submitted reports to me indicating the current status of their
emergency preparcdness planning. An analysis of these reports re-
vealed a number of deficiencies in their emergency planning activities.
It was apparent that not all of the essential elements of such a program
had been considered. It was also evident that there was room for im-
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provement in the administration of the program, partieularly in regard
to delineating responsibility for program exccuntion,

Consequently, a member of my staff and a representative of the
California Disaster Office developed a program paper which outlines
a comprehensive emergency preparedness program fo ensure the con-
tinuity of California state government in a war emergeney. The pro-
gram is designed to give the State an effective emergency capability
and to take advantage of the operating efficiencies inherent in the
Agency Plan. Implementation of this program has been considerably
accelerated as a resnit of the Cuban situation. I should like to add that
I found the cabinet structure espeecially valuable as a medium for eo-
ordinating many of the program actions at the height of the Cuban
erisis. A copy of the program paper is attached as Exhibit A.

In summary, T believe that state government now has a more effee-
tive organization with which te support and co-ordinate state and loecal
disaster planning and postattack recovery efforts. I also feel that state
government now has a more effective organization with which to carry
out those disaster funetions whieh it mnst conduct itself, Tt is the
responsibility of the Publie Safety Agency to ensure that all of the
resourees of state government are utilized in the interest of the publie
safety under conditions of extreme emergency.

I should like to comment briefly now on several matters pertaining
to ageney organizational structure. If we accept the need for a closer
working relationship between the Military Department and the Disaster
Office, then the question might be raised, ‘“Why not simply combine
these two activities into a new department and place them under the
supervision of a department director?’’ I believe that a number of
difficulties might result from such an approach,

Let us assume that these two departments were to be downgraded
to division statns within a newly formed department. The Adjutant
General—the head of the Military Department—has certain direet
and personal responsibilities to the Department of Defense and to the
Governor which by present federal and state law can only be exeeuted
by the Adjutant Genernl. To interpose another individual—the depart-
ment director—in the chain of eommand would create serious eompli-
eations, in my opinion. Under the Ageney Plan, this diffieulty is avoided
inasmuch ag department heads are still charged with strong and inde-
pendent responsibility for the day-fo-day operation of their depart-
ments.

1f, on the other hand, we attempted to avoid this problem by estab-
lishing the Adjutant General as head of the mnewly forrr{ed depart-
ment, we would be faced with still another problem. In this capacity,
he would have operational control of the State’s eivil defense program.
My experience in dealing with offieinls of loral governments, both as
a law enforcoment officer and as Public Safety Administrator, leads me
to believe that loeal governments would not favor a civ;l. defense pro-
gram which they felt was administered under direct military cc_)ntrgl.
Tt was this consideration which led the present Administration in
‘Washingion to place the eivil defense function directly under the Sec-
retary of Defense rather than within the Department of ’ghe Army as
had been originally contemplated. As I have stated earlier, the Sec-
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retary of Defense has the same organizational and functional relation-
ship to the Office of Civil Defense and the Department of the Army
as the PPublie Safety Administrator has fo the California Disaster
Office and the Military Depariment.

I should like to comment briefly on the Department of Veterans
Affairs, As you know, the Governor’s Committee on Organization of
State Government in its 1959 report to Governor Brown stated that
while the Department of Veterans Affairs administers a program which
is not a welfare program in the usual sense, it is nevertheless, basically
a type of public assistanee program. Accordingly, the committee con-

cluded that the department would fall most logieally within the gen- -

erul seope of the Health wnd Welfare Agency, In the fnal analysis,
however, it was deeided to eliminate the department, with the GQover-
nor’s approval, from the legislative paekage which eventually beeame
the statutory basis for the Health and Welfare Apeney.

I am, of course, aware of the political considerations invelved in
this situation. I am also of the opinion that we shounld not jeopardize
the many benefits which should acerue from a broad implementation
of the Agency I’lan by insistence on homogeneous grouping of fune-
tions under all circumstances. I wounld therefore recommend the statu-
tory assignment of the Department of Veterans Affairs to the Publie
Safety Agency. I strongly believe that under an effective system of
program planning and evaluation, a department does not necessarily
have to have & related funection in order to share with the other con-
stituent departments the many advantages which are inherent in the
Agency Plan. T shall eleborate on this aspeet of the Ageney Plan
shortly.

The Office of the State Fire Marshal has, of course, a working rela-
tionship with the Disaster Office. This is not, however, of an overriding
nature. It appears to me that its functions are more closely related
to those of the Division of Architecture and to those other activitins
which might be grouped under a Deprriment of Genernd Services, Ac-
cordingly, if such a department were to be established, I would recom-
mend the assignment of the office of Fire Marshal to that department.

Let me turn now to some of the other guestions which you asked.
Your letter raises the point that an ageney may be justified on the
basis of such a consideration as better program development; on the
other hand, you state, others hold that primary justifieation rests on
economies resulting from more effective co-ordination, less dupliea-
tion, and integrated management of related aunxiliary staff and line
activities. Personally, I feel that both of these considerations justify
the conecept of the Agency Plan and should be vigorously pursued as
objectives under this concept. Thus, as stated carlier, we are striving
to obtain eommon housing of the departments in this agensy in an
effort to achieve savings throngh better co-ordination, less duplication,
and integrated management of auxiliary staff serviees and line aetiv-
ities.

I am firmly convinced, however, that the major justification for the
Agency Plan, and the prime souree of really sighificant savings, is the
medinm provided by the ageney structure for the installation of a com-
prehensive system of program planning and evaluation. T sheounld like
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to emphasize at this point that sueeessful applieation of such a system
does not necessavily require a grouping of related funetions in an
ageney, although, admittedly, this would help. It appears to me that,
with a few exceptions, the present state budget confizuration is one
which encourages the excentive and legislative branches to overempha-
size the review of individual items at the expense of basic policy and
program cvaluation. In reviewing the State’s budget doeument, the
main point about the budget does not stand out very readily—that the
big meney is program money.

Nevertheless, as you know, programs provide the political and poliey
issues whieh the exeeutive nnd legislative hranehes must face if they
wre lo be effective in carrying ont their respounsibilities to the publie.
The key to the problem appears to lie in being able to review the pro-
posed budget in terms of competing proposals, in terms of priorities
among major funectional programs, in terms of tax and other fiseal con-
siderations—with all of these eonsiderations superimposed upon the
broad framework of the State’s social and cconomic objectives.
~ What top management and the Legislature really need, in my opin-
ion, is a budget whieh clearly analyzes departmental work programs in
terms of funetions, activities, and projects. The budget, and its sup-
porting doenments, should provide built-in eriteria against which to
measure deparimental requests in terms of the general character and
relative importance of the work to be done rather than on the things
to be acquired.

Before agency administrators, the Department of Finanee, and the
Legislature can inerease or enrtail enrrent programs, recommend new
programs, or even make vilid estimates of the cost of new programs—
before anyone ean have a clear idea of the current social and economic
objectives of state government—1I believe we need the proper budgetary
and other management tools, espeeinlly tailored for the Ageney Plan,
whieh will allow proper anatysis and effeetive implementation in the
areas of exeentive fisenl planning and program management. It iy my
opinion that the present departmental budgetary and related proce-
dures are not designed to provide the broad view of finaneial program-
ing which is essential if the program planning objectives of the
Agency Plan are to be attained. While it is possible to determine the
amounts requested to support varions funetions and programs, it is
not currently possible to determine readily, through the budeget docu-
ment and supporting data, the reasons for changes in existing and pre-
vious spending levels. Furtherimore, it is extremely difficult to select
from alternatives within and among prograins.

This inadequaecy of present budgetary organization and tools, ag-
gravated by the lack of statotery anthority, has been a serions deter-
rent toward my playing a really decisive role in the development of
the agency’s 1963-64 budget. In an effort to come up with a partial
solution to this problem, I have requested the development of a system
of program planning and evaluation for use within the ageney. Our
proposed system will eall for (1) clearly defined ageney objectives, (2)
a complete inventory of agency programs, (3) establishment of meas-
urable workload units, (4) development of a performanee or program
budget whieh will emphasize ageney programs rather than individual
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items of expense, and (5) a eontinuing review of departmental accom-
plishments and productivity. In my opinion, a system along these lines
should produce substantial savings and improvements in operating ef-
feetiveness even in those departments which may unot share related
funetions with others in the agency.

Such a system will be designed to facilitate executive and legislative
review and public understanding of what the departments in this
agency are doing and plan to do in the future. We hope that it will
make possible more intellizent adjustments in spending programs in
light of available revenues, A program management system along these
lines is, in my opinion, an absolute necessity if we are fully to achieve
the objectives of the Ageney Plan. If at all possible, I should like to
phase in this system concurrently with the preparation of the 1564-65
budget. During this transition period, the present as well as the pro.
posed budget formats wounld be used.

Obviously, maximum benefits can acerue from a program manage-
ment system of the type diseussed here only if it has the full support of
the Legislature and is implemented throughout state government. Ac-
cordingly, I have noted with interest the recommendations of the man-
agement consultant firm, Griffenhagen-Kroeger Incorporated, which
was engaged by the Assembly Interim Committee on Ways and Means
to develop a concept for a program of long-range planning in state
government, The report, which s eunrrently in draft form, stresses the
need for a program budget and systematic long-range plauning in state
povernment. It is my understanding that the final version of their
report will be available for legislative consideration early in 1963.
Within the excentive braneh, the Department of Financo is presently
engaged in an exploentory study along these same lines, Thus it apperrs
that woe may have the opportunily to install o progream management
system in this agency within the broader framework ol a comparable
statewide system,

In saummary, what is needed is not only greater deeentralization of
the fiscal controls presently exercised in the Department of Ifinance
but a completely new approach to financial programing, especially
adapted to the requirements of the Agency Plan. This approach should
clearly recognize the new and important roles of the central fiseal
agency, the agency administrators, and the operating departments in
the areas of financial planning and program management under the
Agency Plan. ‘

1 shall be glad to furnish any other information that you may desire.

Sineerely yours,
Braprorp M. CRITTENDEN
Administrator
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