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THE CASE FOR
EXECUTIVE REORGANIZATION
Many Americans suffer from a gnawing sense of frustration
that Government has become too big, too complex, and too remote.
The Federal Government in Washington, D.C. is perceived by some as
a labyrinthine tangle of bureaus, agencies, programs and special
projects where red tape is the currency of the day. Government
seems to be at once too cumbersome and too fragmented to deal
with today’s problems.
Sharing many of these concerns that Government has not been
responsive to our country’s needs, President Nixon has proposed
reform of the Federal Government. In his historic State of the Union
Message on January 22, 1971, he observed:
Based on a long and intensive study with the aid of the
best advice obtainable, I have concluded that a sweeping reorganization of the executive branch is needed if the Government
is to keep up with the times and with the needs of the people.

ECONOMIC DEVELOPMENT
TRANSPORTATION

AN HISTORIC PERSPECTIVE:
Although President Nixon’s reorganization proposal is bold in
concept, it is based upon studies and recommendations dating as far
back as 1937. In that year the Brownlow Commission recommended
the establishment of a Department of Natural Resources to consolidate our natural resource programs into a single department. The
First and Second Hoover Commissions not only recommended a
1

to assist in the development of sound physical and social settings
for the Nation’s rural, suburban, and urban communities. The
creation of this Department will merge programs of the Department
of Housing and Urban Development, with the urban and rural community development programs of the Office of Economic Opportunity,
the rural community development programs of the Department of
Agriculture, and many public facilities construction programs of the
Department of Health, Education, and Welfare.
The emphasis of this Department will be to provide leadership.
and assistance to the planning and priority setting roles of State
and local governments. The proposed Department of Community
Development will have four major Components: Community Development, Housing, Metropolitan Development and Renewal, and
Transportation.
On the basis of fiscal year 1970 budget authority, this Department will have a budget of $5.8 billion.
Community Development
The Community Development component will consolidate
programs designed to stimulate neighborhood organization and
economic development. Placement of the Community Action and
the Model Cities programs in the Community Development component will enable coordinated Federal effort for community organization in urban locales.
Greater emphasis for assisting community development in rural
areas will result from adding to the Community Development component the following: the rural economic opportunity loan program,
together with some elements of the Extension Service (for example
the 4-H clubs and homemaker services) and the Rural Community
Development Service. In conjunction with the rural Community
Action Agencies, these programs will help improve living conditions
of the rural poor. The component will be the base for new Federal
programs directed at rural community development.
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with a broad range of domestic delivery systems. It recommended
the creation of a Department of Natural Resources and Development,
a Department of Social Services, and a Department of Economic
Affairs. Finally, The Ash Council, appointed by President Nixon, has
considered several aspects of reform of the executive branch. Some
of its earlier recommendations have already been put into practice,
including the creation of a new Environmental Protection Agency to
focus directly on natural environment concerns, the restructuring of
the old Bureau of the Budget into a new Office of Management and
Budget which can better manage and evaluate Government programs, and the creation of the Domestic Council to consider domestic
policy issues on a systematic basis. Now the Ash Council has gone
further and has suggested the creation of four new Cabinet Departments: Economic Growth and Productivity, Human Resources, Community Development, and Natural Resources.
The search for the best Government structure to fit the expanding needs of the Nation is neither new nor partisan. The 1968 Democratic Party platform included a call for reform:
The executive branch of the Federal Government is the
largest and most complicated enterprise in the world, with programs distributed among 150 separate departments, agencies,
bureaus and boards. This massive operation contributes to and
often results in duplication, administrative confusion, and
delay.
We will seek to streamline this machinery by improving
coordination and management of Federal programs.
Never before, however, has a President so clearly and comprehensively embraced a massive restructuring of the executive branch
as has President Nixon. In his State of the Union Message, President
Nixon clearly committed his administration to reform and renewal
for the seventies:
The time has come to match our structure to our purposesmto look with a fresh eye, to organize the Government by
conscious, comprehensive design to meet the needs of a new
era.

and productivity of farm units. Yet instability of the farm economy
remains one of our most difficult problems.
President Nixon has decided that this problem should be solved
within the broad framework of policies affecting the whole of the
economy. In addition, he feels that agricultural policy has an
important role to play in attaining overall economic growth policy
objectives and should therefore be formulated in this context.
Domestic and International Commerce
Maintenance of a strong position in the world economy will
provide the United States with opportunities for economic growth. It
is clearly in the public interest that a better integrated effort
be made in this field. The Federal Government has numerous programs which provide both domestic and international assistance to
expand the economic potential of business and agriculture. Most of
these programs are currently located in the Departments of Commerce, Agriculture, Treasury, State, and the U.S. Tariff Commission.
Labor Relations and Standards
Since 1913, when the Department of Commerce and Labor was
separated into two departments, the relative strength of labor has
greatly increased through the use of administrative procedures and
union activities. This position has been formalized by new legislation,
court decisions and widespread union recognition. The interests of
labor can no longer be seen as separate from those of the country
as a whole. Thus, the President has recommended placing Government’s labor programs and services in a department oriented
toward broad economic purposes.
Statistical Information
This component will serve as a single focal point for economic
statistical information and, as such, will improve the collection,
analysis and dissemination of data. It will also serve to integrate
related data series in some areas where the absence of integration
now confuses economic analysis.
12
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similar purposes are scattered among various agencies and departments, there must be a never ending quest to be sure resources are
not overlooked. Moreover, in dealing with the Federal Government,
State and local leaders must touch a wide variety of bases at various
levels and often endure long delays while applications and requests
are referred to Washington for decision.
Reorganization holds out the promise of greater efficiencym
freeing money for new programs and for reducing pressures for
higher taxes and greater borrowing. It also makes possible an evaluation of programs focused on results rather than merely on process.

THE RATIONALE FOR REORGANIZATION:
Earlier attempts to reform the structure and procedure of Government have suffered from an unwillingness to attack the system in
its entirety. Instead, we have minor corrections which have not produced significant changes in Government effectiveness. President
Nixon’s proposal has the advantage of being both dramatic and comprehensive. Its enactment will produce great opportunities for real
reform in process and resource allocation. Basic to the President’s
recommendations are certain applied organizational principles.
These principles provide the rationale for comprehensive
reorganization:
Whenever possible, the executive branch should be organized
around major purposes of Governmentmboth at the inter- and intradepartmental levels. This will allow for clearer lines of authority and
responsibility. The proposed departments discussed in the following
section will reflect these broad purposes of Government.
Each department’s mission should be defined broadly enough
to allow the department to set policy and resolve conflicts concerning
a wide range of issues. This will minimize the need for interagency

Income Maintenance and Security
This component will include Federal programs for income maintenance. This combination of programs in a single organizational
entity will make possible the development of a variety of income
strategies which will also be located in the Department.
Education and Manpower
This component will include most of the Federal education and
manpower training grant programs. Grouping education with manpower development programs is based on the close relationship of
these functions in achieving the national goals of full employment
and an educated citizenry. Experience of the last decade has verified
dramatically the need for basic, remedial and vocational education in
manpower development, and the inherent operating difficulties in
having responsibility for these functions in two different departments.
Social and Rehabilitation Services
This component will provide resources to Federal, State, and
local institutions to help families and individuals overcome problems
which prevent their normal functioning in society. This component
will include programs and services assisting youths, juveniles, the
family and the aging. These programs are presently located in the
Departments of Labor, Health, Education, and Welfare; and the Office
of Economic Opportunity.

THE DEPARTMENT OF
ECONOMIC DEVELOPMENT
The time is long since past when the Federal Government can
continue a piecemeal approach to its critical role in keeping
the American economy productive, growing and competitive. A continuing and vigorous effort to promote economic growth is a matter
10
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For example: Federal water resources development programs are
located in three different Departments: Agriculture, Interior, and
Army; the Nation’s nonmilitary public lands are administered by
four agencies in two departments; Federal recreation areas are
administered by five different agencies in three departments with
only limited coordination. In short, natural resource programs with
broad common purposes have not been grouped together, and a
coordinated natural resource management policy has been virtually
impossible to achieve.
President Nixon has concluded that it is important to the Nation
to group organizations with common purposes to achieve coordinated natural resource policy and management, and that the preferred route to achieve these ends is to create a Department of
Natural Resources. It will consist of four components: Land and
Recreation, Water Resources, Energy and Mineral Resources, and
Marine Resources and Technology.
On the basis of fiscal year 1970 estimated expenditures, the
Department of Natural Resources will have a budget of $3.11 billion
and will employ 93,000 people.
Land and Recreation
This component will manage and develop programs covering
all nonmilitary Federal lands--some 760 million acres, of which 90
percent are in the West.
Consolidation of management responsibility for public lands
will provide the maximum benefits to the public from this rich
national asset. Wildlife refuges and public domain grazing lands
obviously differ and should be managed to meet specific needs. But
by-and.large, there is a commonality of management functions
shared by the Federal land agencies in such things as fire protection,
recreation facility development, forestry, grazing, wildlife management, and visitor services. The principle of multi-purpose management for Federal lands suggests that both resource development
and other purposes can most effectively be met by a single depart-
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It is my hope that as they are formally submitted to the Congress,
the proposals I announced in this year’s address on the State of the
Union will generate a constructive and far-reaching discussion on
the best way to organize many of the domestic activities of the
Federal Government. As a contribution to such discussion, I have
decided to make available to the Congress and to the American
people these two memoranda that were prepared for me last year"
by the President’s Advisory Council on Executive Organization
(the Ash Council). One concerns the Department of Natural Resources, and the other concerns organization for social and
economic programs.
The earlier memorandum reached me on May 12, 1970 and the
latter on November 19, 1970. I withheld action on the earlier
document until I had had. a chance to see the full scope of the
Council’s proposals for the reorganization of related domestic
departments and their functions.
These memoranda ~re basic to the proposed changes that I outlined
in my address on the State of the Union, but they are not the only
sources for my proposals. Consequently, there will be differences
between the specific legislation which I will recommend to the
Congress and the proposals made by the Ash Council. The differences will reflect conclusions I have reached as a result of
my own experience in government, as well as proposals for
executive reorganization made earlier in this Administration
and in previous administrations.
For example, one department which was not touched by the Ash
Council’s proposals, the Department of Transportation, will be
included in the reorganization legislation I will send to the Congress
because I believe that the principles which underlie the Ash proposals justify this inclusion.

The Congress and the American people, in my view, should have
the benefit of the relevant studies of the Advisory Council on
Executive Organization in order that they may better evaluate the
legislation I will be proposing. It is particularly important that
the rationale supporting the basic departmental structure I will
recommend be well understood.
I am in basic agreement with the principles of government
organization expressed in flaese memoranda. They reflect both
the need to organize structures on the basis of purposes and the
desirability of decentralizing decision-making at the operating
level to the Federal regions and to States and localities wherever
possible. With these thoughts, I commend the memoranda to your
attention. I believe that you will find them a useful and informative
guide as we prepare for the task of governmental reorganization
which remains before us.
Sincerely,

THE MANDATE OF THE
PRESIDENT’ S ADVISORY COUNCIL ON
EXECUTIVE ORGANIZATION

The President announced on April 5, 1969, the appointment of
a President’s Advisory Council on Executive Organization to undertake a thorough review of the organization of the.executive branch
of. Government.
Named as Chairman of the Council was Roy L. Ash, president
of Litton Industries, Inc,, Beverly Hills, California.
Members are former Dean George Baker of Harvard University’s
Graduate School of Business Administ£ation, Boston, Mass.; former
Texas Governor John B. Connally, now a member of the Houston law
firm of Vinson, Elkins, Searls and Connally; Frederick R. Kappel,
former chairman of the board of the American Telephone and Telegraph
Co., New York; and Richard M. Paget, president of the New York
management consultant firm of Cresap, McCormick, and Paget.
.On June 2, 1969, the President announced the appointment of
Walter N. Thayer as a Special Consultant and as a member of the
Council. Mr. Thayer is president of Whitney Communications
Corporation.
At the President’s direction, the newly formed Advisory
Council on Executive Organization -- which follows by only 8 days
the President’s signing of the Reorganization Act, one of the first
completed actions of the 91st Congress -- will provide overall and
specific recommendations for improved~effectiveness. It will deal
with both immediate and long-range needs for organizational changes
to make the executive branch a more effective instrument of public
policy.
The Council will consider: (i) the organization of the
executive branch as a whole in light of today’s changing requirements
of government; .(2) solutions to organizational problems which arise
from among the 150-plus departments, offices, agencies, and other
separate executive organizational units; and (3) the organizational
relationships of the Federal Government to States and cities in
carrying out the many domestic programs in which the Federal
Government is involved ....
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THE ESTABLISHMENT OF A DEPARTMENT OF NATURAL RESOURCES

EXECUTIVE OFFICE OF THE PRESIDEHT
PRESIDENT’S ADVISORY COUHCIL ON EXECUTIVE ORGAHIZATION
WASHINGTON~ Do C° 20506

May 12, 1970

MEMORANDUM FOR
THE PRESIDENT
SUBJECT: The Establishment of a Department of Natural Resources

In our memorandum to you of April 29,* we recommended that key
anti-pollution programs be merged in a new and independent Environmental Protection Administration in recognition of the pressing need
to give priority to the task of cleaning up our environment. We
believe that it is also important to strengthen our nation’s ability
to develop and use its natural resources in productive harmony with
nature.
The President’s Advisory Council on Executive Organization recommends that the principal natural resource programs of the Executive
Branch be consolidated within the Department of the Interior, and that
~he department be renamed the Department of Natural Resources (DNR).
These recommendations parallel in many respects proposals which have
been put forward by previous Presidential Councils on government
reorganization, most.notably the President’s Administrative Management Committee (Brownlow) in 1937, and a minority of the Hoover
Commission in 1949. In reaching these recommendations, we explored
but regard as less desirable the organizational alternatives described
in Appendix A.
THE CHALLENGE

Our natural abundance has served us well, but it will continue
to meet our needs only if we take timely and effective action to recognize not only the demands of a growing population, but the compounding
effect of our increased per capita consumption. Exclusive of air and
water, we now use 25 tons per person of basic materials each year, and
this usage is growing at the rate of almost a ton a year. If present
trends continue, energy use will double in i0 years; water in 18; and
metals in 22 years.
In the
more energy
founding of
consume far
yet we will

remaining years of this century the United States will use
and more key resources than it has consumed since the
our nation. Even if our population were static, we would
more water, timber, and minerals than our predecessors,
demand the preservation of forests, lakes~ beaches, and

*See Table of Presidential Memoranda, page 159 for titles and brief
descriptions of Memoranda referred to in these documents.
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the ’like forincreased recreational use. Population growth imposes
still further strains on our natural wealth. In short, the natural
r~source challenges facing the nation are:
To provide sufficient supplies of petroleum and other
energy fuels, water, and minerals to support our future
economic development;
To maintain and enhance our forests, lands, waters,
f~sh and wildlife, beaches, and estuaries in a manner
which meets aesthetic and recreational needs of
the public; and
To manage our resources in ways which will assure
ecological balance, and thus sustain the basis on
which these public needs can continue to be fulfilled.

INADEQUACY OF PRESENT STRUCTURES

Federal resource programs are found in a scattered array of
agencies, each established over the years for a specific purpose.
For example:
Federal water resources development programs are located
in three different departments: Agriculture, Interior~
and Army. A separate agency, the Water Resources Council,
was established nearly five years ago to coordinate
agency plahning efforts and policy, but has made limited
progress. Interagency rivalry, duplicative planning,
and conflicting policies persist.
The nation’s non-military public lands are administered
by four agencies in two departments. Agriculture’s
National Forest lands and Interior’s public domain lands,
in particular, are often adjacent and sometimes closely
intermingled. Even though these lands are administered
under similar statutory objectives, procedures and
policies are needlessly dissimilar. Their separate
administration results in unnecessary problems for
forest and range users, overlapping efforts, and less
effective land use programming for public uses.
Federal recreation areas are administered by five
diferent agencies in three departments, with only
limited coordination. Opportunities to develop
facilities in relation to national needs are not
taken advantage of as each agency plans its own
development.

A variety of relatively small marine resource programs
are located in several agencies of the government,
inhibiting the development of a cohesive national
marine resources program.
Energy programs consist of separate activities
concentrating on particular sources and are scattered
among several departments and agencies, with no
single agency charged with developing a unified
approach to energy resource utilization and
conservation.
Examples of the kinds of problems that arise due largely to the
~iffusion of Federal responsibility are:
In Kansas, proposed watershed developments
(Agriculture) threaten to undermine the rationale
for a reclamation project (Interior) downstream..
In Montana, the Corps of Engineers and the Bureau
of Reclamation are studying separate projects for
the same site. Who, if anyone, should build which
project awaits an uncertain resolution through
existing interagency or other procedures.
In California, development of a ski and summer
mountain resort on Forest Service lands (Agriculture)
in the Mineral King basin was stymied by refusal to
grant public access across National Park land by
Interior. The interagency dispute was finally settled
at the White House level (although action has been
held up by an injunction obtained by conservation
interests). Regardless of the merits of the case,
resolution of the public access issue might have
been accomplished during the planning stage had the
lands been managed by the same department.
In the Southeastern states, widespread stream channel
straightening and deepening (Agriculture) has been
protested vigorously by the Department of the Interior,
supported by conservation interests. The process of
balancing fish and wildlife and scenic values against
economic development needs is unnecessarily frustrated
by fragmented planning and evaluation responsibility
within the Federal Government.
In short, natural resource programs with broad common purposes
have not been grouped together, and a coordinated natural resource
management policy has been virtually impossible to achieve.

We have concluded that the grouping of organizations with common
purposes in order to achieve the desired coordinated natural resource
policy and management is important to the nation and that the preferred
route to achieve these ends is to create a Department of Natural
Resources (DNR).

ORGANIZATIONAL RATIONALE
Our April 29 memorandum set forth the organizational concepts we
consider sound. Without repeating them here, they persuade us that
the reorganization we propose would:
Establish a center of responsibility for developing
broad, unified natural resource policies for
consideration by the President and the Congress;
Make possible a more rational balance in planning
and managing resources in the light of conflicting
demands; and
Encourage the resolution of most disagreements on
resource problems at a department level rather than
the White House level, or by having to resort to
often inconclusive interagency coordinating
mechanisms.
Creation of a clearly defined center of responsibilitywill mean
that a continuous effort can be sustained to match national requirements
for resources with action programs geared to meet them. Such an effort
can take into account the interrelationships among natural resource
programs. Centralized responsibility will simplify relationships with
the Federal Government for state and local governments and industry.

COMPONENTS OF THE DEPARTMENT OF NATURAL RESOURCES (DNR)

The DNR would consist of five components:
i.

Land and Recreation

2.

Water Resources

3.

Energy and Mineral Resources

4.

Marine Resources and Technology

5.

Geophysical Science Services.

The reasons for the recommended structure are outlined hereafter.

Brief descriptions of the agencies comprising each component follow in
Appendix B. Additional recommendations on Indian and Territorial programs,
which we have considered as a separate issue, are discussed at the conclusion of this memorandum and in Appendix C.
On the basis of FY ±970 estimated expenditures, the Department of
Natural Resources would have a budget of $3.11 billion and would employ
93,000 people.
Land and Recreation. This component would manage anddevelop programs covering all non-military Federal lands -- some 760 million acres,
of which 90 percent are in the West. Three-quarters of the nation’s
construction-grade timber grows on Federally owned lands, and the value
of commercial timber alone is estimated at $30 billion. Some 12 million
livestock in 31 states graze at least part of the year on these lands.
A third of the nation’s big game and i0 percent of all other game is
taken from them. Recreational use is heavy -- some 450 million visits
annually -- and growing.
Consolidation of management responsibility for public lands would
provide the maximum benefits to the public from this riGh national asset.
Wildlife refuges and public domain grazing landsobviously differ and
should be managed to meet specific needs. But by and large, there is
a commonality of management functions shared by the Federal land
agencies in such things as fire protection, recreation facility development, forestl~,grazing, wildlife management, and visitor services. We
strongly endorse the principle of multi-purpose management for Federal
lands. We are convinced that both resource development and other purposes
can most effectively be met by a single department responsible for managing
interrelated Federal activities in the broader public interest.
The Land and Recreation component of the DNR would group together
the following agencies of the present Department of the Interior: National
Park Service, Bureau of Sport Fisheries and Wildlife, Bureau of Outdoor
Recreation, Bureau of Land Management, and the Conservation Division of
the Geolog$cal Survey. To these would be added the Forest Service from
the Department of Agriculture and the proposed Coastal Zone Management
program now pending before the Congress.
The Forest Service is a land management agency devoted to the same
basic purposes as most of the other land management agencies of the Federal
Government. Over 87 percent of its funds are spent on managing 187 million
acres of public forest and range land, andactivity similar in purpose and
scope to activities of the Bureau of Land Management. The importance of
the Forest Service as a recreation agency is attested to by the 180 million
visits to National Forests -- as many visits as to National Parks. It shares
activities with common purposes with each of the organizations listed above:
wildlife management with the Bureau of Sport Fisheries and Wildlife,
recreation with the Bureau of Outdoor Recreation and the National Park
Service.

But it is not alone the commonality of purposes served which justifies inclusion of the Forest Service in the DNR. Common management would
enable better planning of timber harvest, better location of facilities
to meet recreational demands, overhead savings -- in short, permit more
efficient and consistent management of the separate tracts which make up
the aggregate of Federal lands.
We have carefully considered the view that timber and forage are
crops, and that National Forests therefore belong in Agriculture. This
view is nDt without merit, but we believe that the fundamental activity
involved is not so much raising a crop as managing land to produce a
wide spectrum of public benefits: supply of timber and forage, development of recreational areas, management of w$1dlife, preservation of
scenic beauty, and protection of downstream lands from floods and
erosion.
The rapidly increasing use of forest lands for these purposes persuades us that their administration in the DNR, where all competing claims
may be balanced, is more likely to result in effective land management
and a greater overall contribution to the public good.
There is currently before the Congress an Administration-sponsored
measure to establish a program of grants to coastal states to enable
them to carry out plans for the management, use, and regulation of
coastal lands and adjacent waters. The objective of the program is to
preserve lands for recreation and wildlife, while permitting adequate
growth of industrial and residential uses.
If passed by the Congress, this program should be administered by
the Land and Recreation component of the DNR. Similarly, future programs to encourage and support land use planning should be placed
within the DNR.

Water Resources. Development and management of the nation’s water
resources is the responsibility of many Federal, state and local agencies,
as well as private interests. There is little dispute that the Federal
Government should encourage comprehensive river basin planning in which
all interested parties participate to meet long-range water-related
needs. Construction of projects by Federal agencies should fit these
plans in proper sequence and timing.
With this objective in mind, the Congress established the Water
Resources Council five years ago to spearhead water resources planning,
guide the activities of the several Federal agencies, and bring order
to water policy. While the Council has made progress, we are unconvinced that policy development and direction of Federal water resources
programs can be accomplished effectively by an interagency entity.
Critical to the realization of an integrated national policy for
water resource use and management are the water planning and project
evaluation functions. We recommend that responsibility for these

functions be transferred from the Corps of Engineers (Army), the Soil
Conservation Service (Agriculture), and the Bureau of Reclamation (Interior) to the Secretary of the Department of Natural Resources. The
Secretary of the DNR would be responsible for evaluating water resource
projects for their economic and other benefits, and for making decisions
as to which projects should be recommended for implementation. Federal
agencies with. interests in water resource development would participate
in an advisory group working with the Secretary of the DNR. The Corps
of Engineers, the Soil Conservation Service, and the Bureau of Reclamation would retain responsibility for project cost estimating,
engineering, construction, and maintenance.
In the case of the Corps, this will assure the standby mobilization capability the Army needs to meet construction requirements in
the event of a national emergency. In the case of the Soil Conservation
Service, this arrangement will avoid separation of construction activipies from closely related land conservation and technical assistance
programs -- activities which lie at the heart of the Soil Conservation
Service’s long association with rural development.
Two agencies now in the Department of the Interior, the Office
of Saline Water and the Office of Water Resources Research, would be
included in the Water Resources component of the DNR. Those functions
of the Bureau of Reclamation not transferred to the Secretary would
also be part of theWater Resources component.
Finally, the Secretary of the Department of Natural Resources
would absorb the statutory powers of the Water Resources Council,
including comprehensive river basin planning and the administration
of planning grants to the states. With these consolidations, all of
the significant policy planning and project evaluation activities
associated with water resource projects will be placed in the hands
of a single Cabinet officer. This will make it possible for him to
shape water resource programs to meet more effectively the needs of
our nation in the decades ahead.
Energy and Mineral Resources. Energy is a vital ingredient in
our national llfe. Without it, nearly everything stops --as we
discovered in the Northeast blackout several years ago. Energy consumption is growing five times as fast as population, and countless
industrial processes depend on increasing amounts of fuels and
electric power. Our affluent society has come to depend upon energy.consuming conveniences to a degree unknown a few decades ago.
Insuring an adequate energy supply to meet these future needs,
while preserving the quality of our environment, is a fundamental
priority for our nation. The Federal interest in the energy field
is all the more sharpened by the fact that more than half of our oil
and gas resources, and over one-third of our coal and uranium, are
on Federal lands.

Some Federal energy programs are administered by separate agencies
which promote particular forms of energy, such as the Office of Coal
Research, or the Atomic Energy~Commission. Other agencies meet specific
energy needs: the Rural Electrification Administration or the Bonneville
Power Administration.
Each of these programs was initiated to meet a specific problem: to
prowide electricity to rural America, or to develop nuclear energy. No
responsibility was ~sumed for considering the impact of one program on
the other. It is now time to take those steps to assure the adequacy of
government organization for formul~ng a cohesive energy policy to meet
future needs.
Since a change in policy as to one form of energy may profoundly
affect competitive forms, energy programs should be organized as a unit.
Only in this way can competing interests be adequately evaluated. In
the future, energy sources will be increasingly interchangeable, and in
some cases, energy materials will need to be conserved for other purposes,
such as the production of plastics. One agency which includes all the
energy programs, and is charged with optimizing the use of natural resources, can make the necessary trade-offs.
International negotiations such as those with Canada and Mexico to
develop a North American energy policy would be simplified with the
establishment of a singleenergy agency.
For these reasons we propose an Energy and Mineral Resources component
for the DNR, to include:
The Bureau of Mines, the Geological Survey, the Office
of Coal Research, the power marketing agencies such as
the Bonneville Power Administration, ~and various smaller
units, all in the Department of the Interior;
The~civilian energy programs of the AEC (but not its
regulatory functions); and
The Rural Electrification Administration of the
Department of Agriculture
The consolidation of these activities would have a number of advantages over the present structure.
Federal energy policy could be completely integrated since it would
be formulated with all energy activities in mind. Responsibility would
be clarified for the support of the promising ideas of private~industry
and others. Where development of an idea is so long-term and costly
that no one company or even group of companies can recapture its investments, a unified Federal effort which considers all parties i~ interest
is desirable. Broader scope and greater balance would be given to
nationally supported research and development work in the energy field.
Finally, an energy organization would help to assure more economic and
effective use of our total energy resources.

i0

Non-fuel mineral activities of the consolidated agencies should
continue to be located with their energy-mineral counterparts. Separation, we believe, would offer no significant benefits and would unnecessarily disrupt existing organizations.
Many of the constituent agencies of the Energy and Mineral Resources
component are presently located in the Interior Department -- the major
shifts would transfer to the DNR the Rural Electrification Administration
from Agriculture and the civilian power programs from the AEC.
In the consolidation we have proposed, there is one significant
power agency, the Federal Power Commission (FPC), omitted. While the
FPC is an important energy agency, we have not dealt with its functions
in this memorandum. In a subsequent report to you, we will make recommendations on the independent regulatory agencies, including the FPC.

the
1990’s to bring electric andtele~h~ne service ~o ru~al-areas. Early
loans to cooperatives were almost solely for construction of distribution facilities to serve farms and small communities. As a measure
of REA’s success, today few areas are without electric or telephone
service.
The Rural Electrification Administration was created during

In recent years REA cooperatives have, in effect, become anothersegment of the electric power industry helping to meet growing power
demands in the areas serviced. Thus, REA’s current activities have
little relationship to the purposes of other programs of the Department of Agriculture, although they serve a common constituency. REA’s
operations are, however, intimately related to those of the power
marketing agencies now in Interior which supply a significant portion
of the power used by the REA cooperatives.
The benefits of consolidation of REA with the power marketing
agencies in the DNR are more effective systems planning, and a better
opportunity for the coordination of Federal and REA systems with the
private power systems with which they are, or may be, interconnected
in the future~
The Atomic Energy Commission was created in 1946 to handle all
aspects of atomic energy. It has been successful in its various
missions, including advancing technology to the point where nuclear
power may be a realistic alternative~ to other forms of energy. With
this fact in mind, we believe that this majorcivilian energy activity
should be consolidated with other energy activities in an agency
charged with the mission of insuring that the total energy resources
of the nation are effectively used.
These activities involve some 20 percent of the budget of the AEC.
Their transfer would have significant impact on AEC’s programs. Nonetheless, we believe that the benefits to he obtained from a balanced
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and integrated power program are an overriding consideration. The time
has come when the need to nurture a new energy technology, part of the
justification for the separate organization of the AEC in 1946, should
give way to an organization formed around the purpose to which that
technology was directed.
Marine Resources and Technology. Over the past decade, our nation has
begun to develop the oceans and the lands beneath them as a source of food
and minerals. Scientists have also begun to realize the importance of the
interaction Of the oceans and the atmosphere in predicting weather and
understanding the causes of natural disasters.
These and other considerations led to the creation of a Commission
on Marine Science, Engineering and Resources (the Stratton Commission)
charged with recommending a national program for marine and atmospheric
activities. The Stratton Commission included among its proposals the
establishment of an independent National Oceanic and Atmospheric
Agency (NOAA).
In the Council’s memorandum to you of January 16 we concluded that
an independent NOAA should not be established. We also made tentative
alternative recommendations for consolidating many ocean activities in
the Department of the Interior, but urged that a decision be deferred
pending completion of our review of the entire range of natural resource
and environmental programs.
We wish to reaffirm ourrecommendation that an independent NOAA
should not be established. To create such a separate agency would be
inconsistent with the ~asic objective of our proposal for a new Department of Natural Resources. It would separate closely related natural
resource functions at the very time when it is urgent to bring them
together. Moreover, it would create yet another Federal agency reporting
to the President, when, in our opinion, reduction in the number of
agencies which so report is desirable.
Nevertheless, we believe that marine resources are of sufficient
importance and potential to merit special organizational attention.
For this purpose we propose a Marine Resources and Technology component
in the DNR, to consist of the Bureau of Commercial Fisheries and the
Bureau of Mines’ Marine Mining Program, both from Interior, and the Sea
Grant Program from the National Science Foundation. The agency that we
propose would provide leadership for the DNR in planning, evaluating,
and coordinating the Federal role in marine resource exploration and
development, complementing and encouraging academic and private efforts
in the field.
We recognize that the objectives implicit in our recommendation
will undoubtedly appear far too limited to those who support creation
of an independent NOAA. If a more broadly based marine agency appears
appropriate, we believe that three additional programs -- the U.S. Lake
Survey from Army, the Data Bouy Development activity from Coast Guard,

and the National Oceanographic and Instrumentation Centers from Navy -could be included in the Marine Resources and Technology component. We
believe, however, that it is preferable for these programs to be incorporated in a comprehensive Geophysical Science Services Administration,
discussed below.
Geophysical Science Services. Our April 29 memorandum reported that
the Council was~of two minds on the merits of transferring elements of
the Environmental Science Services Administration (ESSA) from Commerce
to the proposed Environmental Protection Administration (EPA). We agreed,
however, that the. central question was political: Is inclusion of ESSA
in EPA necessary to assure the desired visibility and impact of that new
agency? Our memorandum discussed the implications of including ESSA in
EPA. We left to this report the implications of including ESSA in the
Department of Natural Resources.
If ESSA is not regarded as essential to the Environmental Protection
AdmSnistration, we recommend that it be moved to the proposed Department
of Natural Resources and merged with the Geological Survey and the three
program elements mentioned previously to form a new Geophysical Science
Services Administration.
This recommendation is based on the belief that Federal efforts to
increase knowledge of the physical environment and to improve our ability
to predict and modify geophysical phenomena ~hould be brought together.
So organized, these programs can better serve to help us understand the
earth, its waters and atmosphere, and the physical processes that govern
our planet.
Both the Geological Survey and ESSA combine scientific skills with
data gathering and dissemination services required by many different users.
Much of the activity of both agencies is carried out for other Federal
agencies. In some earthquake, hydrology, and mapping activities, they
conduct similar and sometimes overlapping operations. These should be
eliminated in bringing the two organizations together.
Because the services of ESSA are widely used, no compelling logic
dictates its location in any specific department. However, when ESSA is
combined with the Geological Survey and related science service activities,
the resulting entity has closer ties to the proposed DNR than to any other
existing department. For that reason, a Geophysical Science Services
Administration independent of other components of the DNR should emphasize
that this agency serves all components of the new department, as well as
other government agencies and private users.
At least some of the objectives of the NOAA proponents would be
realized by placing ESSA within the DNR, even if ESSA is not grouped with
the Marine Resources component. It would permit more efficient use of
facilities such as ships, satellites, computers, and communications. It
would give organizational recognition to the importance of learning about
the interaction of the oceans and the atmosphere, while recognizing, that
ESSA’s activities are and mu~t remain more broadly based.
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Indian and Territorial Programs. In the course of its study of natural
resource programs, the Council considered organizational arrangements for
Indian and Territorial affairs because of the historic association of these
functions with the Department of the Interior.~ While this subject falls
outside the primary focus of this memorandum, a number of alternatives were
explored and are discussed in Appendix C. We have discussed these thoughts
with your staffand the Vice President’s, both of which are reviewing
Federal Indian programs, including their organizational aspects. We understand that they will be making recommendations to you shortly.

CONCLUSION

We agree with your view that the nation’s ability to manage its natural
resources wisely must be strengthened and given fresh focus. We believe
that the establishment of a Department of Natural Resources and the consolidation within it of presently fragmented resource management programs will
provide you with a more effective instrument for reaching that goal.
Respectfully submitted,

Roy L. Ash
Chairman
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APPENDIX A

OTHER ORGANIZATIONAL ALTERNATIVES EXPLORED

In coming to our conclusions, we considered the following alternatives:
Creation of a comprehensive Department of Natural Resources
and Environment (DNRE) embracing the full range of development, management, preservation and protection functions
affecting our physical and biological resources. The
rationale of this alternative is that air and water are
two of our natural resources, and anti-pollution would
be brought under common responsibility with land and
water management, energy development, parks and
recreation, and marine technology activities. It would,
however, subject the standard-setting function to the
inherent bias of that department, to the relative
disadvantage of other departments with equally important
perspectives on the problem. That department would be
called upon to make decisions bearing on the authority
of other departments when its own objectivity could be
called into question.
Establishment of two departments, one to include
environmental protection and land and water resources;
the other, energy and mineral resources. This alternative
shares in part the defect of the DNRE. It would have the
additional disadvantage of separating the energy and
mineral agency from the department responsible for the
lands that contain most of these resources.
Establishment of two departments, one to include land
and water resources; the other, energy and mineral
resources. While the bias created by mixing resource
using activities and environmental protection is absent
from this alternative, it creates two separate agencies
to no apparent advantage. One agency combining energy
and mineral resources with land and water management
activities seems to better satisfy the demand for an
integrated structure for all natural resource programs.
Expansion of the AEC to incorporate energy and mineral
resource programs, leaving land and water programs where
they are presently located. Implicit in this alternative
is the theory that Federal energy policy and programs,
among all of the natural resource functions, should be
rationalized as a first priority. The Council believes
that land and water programs are of at least equal importance.
Consolidation of all water
of the Interior or another
other relevant activities
implies the primacy of the
fore suffers from the same

resources programs in the Department
existing department, leaving all
as they are. This alternative
water resource functions, and therebasic defect as alternative 4 above.
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Introduction of less ambitious organizational changes
such as :
(a)

Consolidating marine programs in the Departments of
Commerce, Interior, or Transportation, or in an
independent agency;

(b)

Transferring the water resource planning functions
of Agriculture and the Corps of Engineers to the
Department of the Interior; or

(c)

Transferring all land management functions to
either the Department of the Interior or the
Department of Agriculture.

Each of these changes would be an improvement over existing
organizational arrangements, but they do not fulfill the
thorough-going structural realignment that the Council
believes is necessary.
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AGENCIES AND FUNCTIONS TO BE TRANSFERRED
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33
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LAND AND RECREATION AGENCIES AND FUNCTIONS

The following agencies and functions are recommended for transfer
to the DNR to form a Land and Recreation component:
Bureau of Outdoor Recreation - Interior. The Bureau now reports to
the Assistant Secretary for Public Land Management in the Department of
the Interior. Estimated FY 1970 expenditures are $187,569,000; personnel
strength is 506.
Since 1963, the Bureau has been the principal planning and coordinating agency in the Federal Government for outdoor recreation activities.
It administers a program of grants to states for the acquisition and development of recreation lands under comprehensive state plans. It also provides
funds from the Land and Water Conservation Fund to the National Park
Service, Forest Service, and Bureau of Land Management for the acquisition
of’lands for recreation, and to the Bureau of Sport Fisheries and Wildlife
for the protection of endangered species.
Bureau of Sport Fisheries and Wildlife - Interior. The Bureau now
reports to the Assistant Secretary for Fish and Wildlife, Parks and Marine
Resources in the Department of the Interior. Estimated FY 1970 expenditures
are $111,455,000; p~rsonnel strength is 4,090.
The Bureau’s main objective is to conserve the nation’s sport fish
and wildlife resources and to provide public opportunities for understanding,
appreciation, and use of those resources. It manages over 300 wildlife
refuges totaling nearly 30 million acres in the United States and its territories; operates 90 fish hatcheries; and carries out a wide variety of
activities in research, enforcement of Federal game laws, improvement of
recreational fish and wildlife resources, and the preservation of endangered species.
National Park Service - Interior. The Service now reports to the
Assistant Secretary for Fish and Wildlife, Parks, and Marine Resources.
Estimated FY 1970 expenditures are $135,782,000; personnel strength is
7,608.
Since its inception in 1916, the primary objective of the National
Park Service has been to protect and maintain -- and help others to protect
and maintain -- areas and buildings of scenic, natural, or historical
importance for continued public enjoyment. In the last decade the Service
has also acquired a number of park areas with high natural ~and scenic
values, and managed them with public recreation as the primary objective.
The Service now administers 247 areas, totaling over 28 million acres.
About 170 million visits to Park Service sites are expected this year.
Bureau of Land Management - Interior. The Bureau now reports to the
Assistant Secretary for Public Land Management. Estimated FY 1970 expenditures are $199,534,000; personnel strength is 4,107.
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The Bureau has two basic missions. First, it is responsible for
the conservation, management, and development of 450 million acres of
the public domain, most of which is in the Western states and Alaska.
Second, it administers mining and mineral leases for its own and other
Federal lands, and for outer continental shelf lands. Most of the land
under the jurisdiction of the Bureau of Land Management is used for grazing
and is administered through special districts, but there are important
forest lands in Oregon under its direct management. Development and use
of lands for a variety of purposes besides grazing and forrestry -- for
example, ~ecreation, wildlife, and homesites -- are increasingly being
emphasized. Land records and boundary surveys for all public lands are
a responsibility of the Bureau.
Forest Service -~Asriculture. The Service now reports to the Assistant Secretary for Rural Development and Conservation. Estimated FY 1970
expenditures are $515,927,000; personnel strength is 20,275.
The Service has three major missions. First, management of the
National Forest System; second, forestry research for all public and
private purposes; and third, cooperation with states and private landowne~ in fire protection and to improve forestry practices.
Th~ Forest Service manages 187 million acres of national forests
and national grasslands throughout the United States. It manages these
lands for co1~nercial production of timber and forage, for recreational
use (public visits amounted to almost 180 million in 1969), and for protection of watersheds for improved water runoff and other purposes.
Forest~ researc~ covers all aspects of forest, range, and wildland
products and use°
Cooperative forestry activities consist primarily of assisting states
in preventing and suppressing forest fires on private and state-owned lands°
In addition, the Service conducts small programs concerned with reforestation
on private lands and forest management advice to private landowners.
Overall, forest land management constitutes almost 87 percent of the
costs of the program, forest research about 8 percent, and state and private forestry cooperation about 5 percent (of which most is for fire
protection).
Costal Zone Management - Interior (Proposed). The Administration has
proposed legislation to establish under the Department of the Interior a
system of planning grants to states to enable them to develop general plans
for management and development of coastal land and water resources. No
expenditures or personnel are yet involved.

WATER RESOURCES AGENCIES AND FUNCTIONS

The following agencies and functions are recommended for transfer to
the DNR to form a Water Resources component:
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Water Resources Council Function. The Council is an independent
Federal agency composed of the Secretaries of the Interior, Agriculture,
the Army, HEW, and Transportation, as well as the Chairman of the Federal
Power Commission. Its chairman is appointed by the President, and is
presently the Secretary of the Interior. Estimated FY 1970 expenditures
are $3,690,000; personnel strength is 30.
The Council was established in 1965 to carry out several functions:
(i) review Federal policy in water and related land resources and assess
national needs periodically; (2) guide and review river basin planning
efforts undertaken by Federal-state river basin commissions or by interagency committees where commissions are not established; (3) establish,
with approval of the President, standards for carrying out river basin
plans and for formulating and evaluating water resources projects; and
(4) administer matching planning grants to the states to enable them to
improve their water resources planning capabilities.
Under the proposed reorganization, the functions of the Council would
be vested in the Secretary of the DNR with the Council members serving as
an advisory board. The Council’s functions would be carried out by the
Secretary working through the officer appointed to head the Water Resources
component of the DNR.
To these responsibilities would be added the direction of both river
basin planning and individual project planning carried out by the Soil
Conservation Service (Watershed Development), the Corps of Engineers
(Civil Works), and the Bureau of Reclamation. The DNR would be specifically
responsible for evaluating projects for economic and other benefits, and
for making recommendations for project implementation.
Bureau of Reclamation - Interior. The Bureau of Reclamation now
reports to the Assistant Secretary for Water and Power Development. Estimated FY 1970 expenditures are $266,215,000; personnel strength is 9,790.
Of these totals, power marketing activities account for about $50 million
and 1,500 employees.
Originally established to reclaim the arid public lands of the West
by irrigation and to promote settlement, the mission of the Bureau of
Reclamation has expanded as the water needs of the nation have grown and
changed in nature. The Bureau now is engaged in multiple-purpose development of water resources primarily in the 17 Western states to meet economic,
social, and other needs of the country.
The Bureau investigates, constructs, and operates water resources
projects, and markets hydroelectric power produced at Federal projects in
the Missouri Basin, Colorado Basin, and the Pacific Southwest. It also
conducts an important program in engineering research and in weather modification research for augmenting Western water supplies.
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The power-marketing functions of the Bureau of Reclamation would be
transferred to the new Energy and Mineral Resources component of the DNR,
and the water resource development activities of the Bureau of Reclamation
would be transferred to the Water Resources component of the DNR. Direction of the Bureau’s basin and project planning, and responsibility for
project evaluation and recommendations, would be vested separately in the
new Water Resources component, as with the same functions of the Corps of
Engineers and the Soil Conservation Service. Reclamation laws would continue to apply to projects proposed by the Bureau.
Corps of Engineers (Civil Works) - Army. The Civil Works program of
the Corps of Engineers is carried out along with its other major program
activities: military construction, military engineering, real estate, and
worldwide mapping. Estimated FY 1970 expenditures for Civil Works are
$1,211,551,000; personnel strength is 29,400.
Under the Civil Works program, the Corps of Engineers conducts a
variety of programs to investigate, plan, develop, and manage water and
related land resources. It constructs and maintains projects for flood
control, navigation, water supply and irrigation, and other uses. It
~dministers a number of laws controlling non-Federal activities in navigable waters of the United States. Its Lake Survey District carries out
mapping and charting, research, and related functions with respect to the
Great Lakes and tributary waters.
Direction of the Corps’ basin and project planning, and responsibility
for project evaluation and recommendations would be placed under the Water
Resources component of the DNR. Engineering, construction, and maintenance
of projects would remain the responsibility of the Corps.
The charting and related responsibilities of the Lake Survey District
would be transferred to the Marine Resources and Technology component of
the DNR, as discussed later in this attachment.
Soil Conservation Service (Watershed Development Functions) - Agriculture. The Soil Conservation Service reports to the Assistant Secretary
for Rural Development and Conservation in the Department of Agriculture.
Estimated FY 1970 expenditures for watershed development programs are
$121,604,000; personnel strength is 3,484.
The Soil Conservation Service’s largest program, technical assistance
to landowners through conservation districts and other cooperative mechanisms,
is unaffected by the proposed reorganization. The Service also has major
river basin survey, watershed planning, and project installation activities.
Direction of river basi~ surveys and planning of watershed projects
would be vested in the DNR, as well as the responsibility for project evaluation and recommendations. Engineering design and project installation will
remain the responsibility of the Service.
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Office of Saline Water - Interior. .The Office now reports to the
Assistant Secretary for Water Quality and Research in the Department of
the Interior. Estimated FY 1970 expenditures are $28,322,000; personnel
strength is 137.
The objective of the saline water program is to develop, through
research and development, low-cost processes for converting brines,
brackish waters, or sea water into fresh water suitable for municipal
industri~l, and agricultural uses. The Office finances a large program
of basic research through grants and contracts and construction of test
facilities.
Office of Water Resources Research - Interior. The Office is one
of the Secretarial Offices reporting to the Secretary of the Interior.
Estimated F¥ 1970 expenditures are $9,803,000; personnel strength is 40.
The objective of the Office is to stimulate broad research and
investigation in fields related to water resources and to assure an
adequate supply of trained scientists and investigators in those fields.
It provides grants to the states for support of designated water resources
research institutes affiliated with universities, and matching grants to
the institutes for research projects; contracts for research with other
institutions on any aspect of water problems which~require study; and
provides a scientific information center to improve coordination of
research efforts by those engaged in Federally-sponsored water research.

ENERGY AND MINERAL RESOURCES AGENCIES AND FUNCTIONS

The following agencies and functions are recommended for transfer to
the DNR to form an Energy and Mineral Resources component:
Geological Survey - Interior. The Survey reports to the Assistant
Secretary for Mineral Resources. Estimated FY 1970 expenditures are
$98.1 million; personnel strength is 8,090.
This organization is essentially a scientific research agency in the
fields of geology, hydrology and allied earth sciences and is the principal governmental source of basic geological knowledge and information
concerning energy and mineral resources.
It performs four activities: geology, topographic mapping, hydrology,
and land management. The land management function (the Conservation Division)
is the smallest of the four activities, accounting for five percent of the
total agency expenditures.
While the Council has recommended that the Geological Survey be included
as one of the agencies of the Energy and Mineral Resources component of the
DNR (or alternatively as a constituent of a Geophysical Science Services component of the DNR), its Conservation Division (which is largely selfcontained) should be transferred from the Survey to the Bureau of Land
Management.

29

Bureau of Mines - Interior. The Bureau reports to the Assistant
Secretary for Mineral Resources. Estimated FY 1970 expenditures are
$125.0 million; personnel strength is 4,787.
The Bureau of Mines supplies the government and the public with
statistics and information on mineral resource conservation and development, and through its own research activities stimulates advances in the
technology of mineral resource production, processing and use. In addition, it is responsible for regulating mine safety, a function that has
recently been expanded under the 1969 Mine Health and Safety Law.
Office of Mine Health and Safety Appeals - Interior. This Office
is a staff activity serving the Secretary of the Interior. Estimated
FY 1970 expenditures are $400,000; personnel strength is 38.
The Office of Mine Health and Safety Appeals is a new agency,
created by the Federal Coal Mine Health and Safety Act of 1969, to provide an appeals body for reviewing actions pursuant to the Act of the
Bureau of Mines.
Oil Import Administration and Oil Import Appeals Board - Interior.
The Oil Import Administration is under the Assistant Secretary for Mineral
Resources; the Appeals Board is one of the staff offices reporting to the
Secretary of the Interior.
Estimated FY 1970 expenditures are $368,000;
personnel strength is 20.
These agencies were created to administer the system of quota limitations on imports of crude oil and oil products established by Presidential
Proclamation in 1959. The Import Administration allocates within the quotas
and issues licenses for imports. The Appeals Board considers appeals from
these actions, and can, within limits, modify decisions of the Administration. Neither agency establishes import policy. This function is
performed by the Oil Policy Committee chaired by the Director of the
Office of Emergency Preparedness.
Office of Oil and Gas~ Office of Minerals and Solid Fuels, and
Defense Electric Power Administration - Interior. The Office of Oil and
Gas and the Office of Minerals and Solid Fuels are under the Assistant
Secretary for Mineral Resources. The Defense Electric Power Administration
reports to ,the Assistant Secretary for Water and Power Development. The
combined estimated FY 1970 expenditures are $1.3 million; personnel strength
is 71.
These agencies have staff rather than line functions. All have an
emergency planning responsibility; the Office of Oil and Gas and the
Office of Minerals and Solid Fuels, in addition, aid the Assistant Secretary for Mineral Resources in carrying out the range of functions
assigned to him.
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Power Administrations (Bonneville, Southeastern~ Southwestern~ and
Alaska) - Interior. These power marketing agencies report to the Assistant Secretary for Water and Power Development. Estimated FY 1970 expenditures are $133.0 million; personnel strength is 3,059.
The four agencies have similar missions: to market, at wholesale
prices, power generated at Federal dams within their geographic areas.
While these agencies do not build dams, they do construct necessary power
transmission facilities.
The Bonneville Power Administration, in addition, has undertaken
region-wide transmission responsibilities and the Alaska Power Administration
has the mission of developing the water, power, and related resources of
Alaska.
In recent years these public power operations have joined with private
power systems to establish regional power grids needed to provide flexibility
and reliability.of all the power systems of the United States.
Bureau of Reclamation Power Marketing Activities - Interior. The
Bureau reports to the Assistant Secretary for Water and Power Development.
Estimated FY 1970 expenditures for power marketing are about $50 million;
corresponding personnel strength is about 1,500.
The Bureau builds and operates projects contributing to economic growth
in the 17 Western states and Mawaii. Its projects usually involve multipurpose development of water resources, including irrigation, municipal and
industrial water supply, power, recreation, flood control, and navigation.
Its pgwer activities include power production and marketing from its
own~ facilities and power marketing from other Federal facilities such as
those of the Corps of Engineers.
The power marketing activities of the Bureau directly parallel those
of other power marketing agencies of the Interior Department and logically
should be included with them in the Energy and Mineral Resources component
of the DNR.
Rural Electrification Administration (REA) - Agriculture. The REA
reports to the Assistant Secretary for Rural Development and Conservation.
Estimated FY 1970 expenditures are $20.1 million; personnel strength is 847.
In addition, REA has lending authority of $463 million.
The REA was created during the 1930s to bring electric and telephone
service to the nation’s farms. The operations of the agency consist chiefly
in making loans at low interest rates to rural electric and telephone cooperatives and supplying the cooperatives with engineering, accounting and
operating advice.
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Office of Coal Research - Interior. The Office reports to the Assistant Secretary for Mineral Resources. Estimated FY 1970 expenditures are
$15.3 million; personnel strength is 21.
The mission of the Office is to promote research on coal mining
technology, processing and new uses for coal. It operates wholly through
research contracts to public and private organizations.
Atomic Energy Commission (Civilian Power and Related Functions). The
AEC is an independent agency headed by five Commissioners. Of its FY 1970
estimated expenditures of nearly $2.5 billion, about $590 million are
accounted for by the functions proposed for transfer. The AEC carries out
most of its work by contract. Its own personnel strength totals only
about 7,000, of which 2,000 would be transferred to the DNR.
The AEC was established in 1946 as the single agency in the Federal
Government to deal with all aspects of atomic energy. Its mission includes
developing and providing nuclear weapons for national security; developing
and fostering commercial nuclear power plants; conducting basic research;
furthering international cooperation in the use of atomic energy; protecting, through regulation, public health and safety in the production
and use of nuclear materials and nuclear power.
The activities recommended for transfer to the DNR are discussed
below:
Uranium Raw Material Management. The uranium procurement
program was at one time of prime importance for production
of nuclear weapons. It is now phasing out, and its future
use is almost entirely for civilian energy production.
Government purchase of natural uranium will end in FY 1971,
at a time when government policy is to stimulate the
private search for and development of uranium reserves
for commercial use.
Uranium Enrichment. Uranium enrichment was originally
for weapons, but is now almost wholly for civilian nuclear
power. By Presidential decision last year, enrichment
facilities will be transferred to private hands at
some time in the future.
The AEC also produces other nuclear materials not
involved in the transfer: plutonium, heavy water,
and certain isotopes.
Plutonium production by AEC is now carried on
solely in special reactors built to produce weapons
grade material, and is not involve~ in the transfer.
The source of plutonium for breeder reactors, when
they become commercial, is expected to be civilian
power reactors.
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Nuclear Power Reactor Development. This activity has
four major components: civilian power, general reactor
technology, nuclear reactor safety, and naval propulsion.
The first three activities would be transferred. In
addition~the Pacific Northwest National Laboratory,
which devotes nearly three-quarters of its effort to
reactor development work, would be transferred.
Necessary reactor research and development carried
out in the other National Laboratories under contract
would be continued through funding of the same
contractors by the DNR.
Plowshare Programs. These programs include underground
engineering, surface excavation, heavy element research,
and the development and production of explosive devices.
The first two would be transferred. The underground
engineering program is to create underground cavities,
primarily for exploitation of mineral resources. The
surface excavation program is currently limited to a
small research and development effort.
Basic Research. Of a wide range of individual programs,
the Controlled Thermonuclear Reactions Program would be
transferred, since it is wholly oriented to eventual
development of civilian power by this means.
The AEC would retain the bulk of its activities, principally,
weapons development, plutonium production, naval, and space propulsion,
regulation, and physical, biological, and medical research.

MARINE RESOURCES AND TECHNOLOGY AGENCIES AND FUNCTIONS

The agencies and functions listed below are recommended for transfer to
the DNR to form a Marine Resources and Technology~componento As noted in
the individual descriptions, three or four of them could, alternatively,
be transferred to a Geophysical Science Services component.
Bureau of Commercial Fisheries - Interior. The Bureau now reports to
the Assistant Secretary for Fish and Wildlife, Parks and Marine Resources.
Estimated FY 1970 expenditures are $57.5 million; personnel strength is
1,968.
The Bureau has the dual mission of strengthening the commercial fishing
industry and assuring rational exploitation and conservation of fishery stocks.
It carries out a wide range of research and promotion activities. Research
has concentrated on important species, but is now also directed toward fundamental oceanography, since oceans are the habitat of most commercial species.
The Bureau has a fleet of oceanographic vessels and several well-equipped
biological laboratories. Industry promotion activities include technology
development, market news services and fishing ship construction subsidies.

Bureau of Mines (MarineMinin~ Program) - Interior. The Marine
Mining Program is one of several activities of the Bureau of Mines.
Estimated FY 1970 expenditures for marine mining are $925~000; personnel
strength is about 65.
The Marine Mining Program develops techniques for evaluating marine
mineral deposits; defines technological problem areas; and establishes
mining system criteria to assure compatibility with marine environment.
Office of Sea Grant Programs - National Science Foundation. The
estimated FY 1970 expenditures of the Sea Grant Program are $9.6 million;
personnel strength is 9.
The Sea Grant Program was authorized in 1966 to help the Federal
Government and the academic community cooperate in developing marine
resources and technology. The program aims at strengthening education
and training of marine specialists, supporting applied research in the
recovery and use of marine resources, and developing extension and
advisory services. The Office carries out these objectives by making
grants to selected academic institutions.
U.S. Lake Survey - Army. The Survey is organized as a district
office of the Corps of Engineers. Estimated FY 1970 expenditures are
$3.5 million; personnel strength is 165.
The Lake Survey has two missions. It prepares and publishes navigation charts of the Great Lakes and tributary waters and it conducts
research on a variety of hydraulic and hydrologic phenomena of Great
Lakes’ waters. Its activities are very similar to those conducted along
the Atlantic and Pacific coasts by the Coast and Geodetic Survey of the
Department of Commerce.
The Lake Survey could, alternatively, be transferred to a Geophysical
Science Services component of the DNR.
National OceanographicData and Instrumentation Centers - Navy. While
these Centers are now administered by the Department of the Navy, each
receives some financial support from most oceanographic agencies. Estimated
FY 1970 expenditures are $3.8 million; personnel strength is 192.
Both Centers carry out relatively small common-service activities for
oceanographic agencies. The Data Center has begun development of a comprehensive storage and’ retrieval service for foreign and domestic ocean data.
The Instrumentation Center is attempting to provide an instrument calibration service to a variety of users.
These Centers could, alternatively, be transferred to a Geophysical
Science Services component of the DNR.

Coast Guard Data Buoy Program - Transportation. The Data Bouy Program
is being carried out as part of the oceanography, meteorology, and polar
operations of the Coast Guard. Estimated FY 1970 expenditures are $9.8
million; personnel strength is an estimated 20.
The purpose of this program is to determine the feasibility of deploying a system of buoys to obtain ocean and atmospheric data for various
users. This program began with an interagency feasibility study sponsored
by the Marine Science Council. The Coast Guard was then selected as lead
agency to undertake the necessary research before development and deployment.
The Data Buoy Program could, alternatively, be transferred to a Geophysical Science Servicescomponent of the DNR.

GEOPHYSICAL SCIENCE SERVICES AGENCIES AND FUNCTIONS

The agencies and functions listed below would comprise the proposed
Geophysical Science Services administration:
Geological Survey - Interior (See page 29.)

2,

U.S. Lake Survey - Army (See page 34.)

3.

National Oceang.$/aphic Data and Instrumentation Centers - Navy
(See page°34.)
Coast Guard Data Buoy Program - Transportation (See above.)
Environmental Science Services Administration (ESSA) - Commerce
(See below.)

ESSA now reports to the Assistant Secretary for Science and Technology.
Estimated FY 1970 expenditures are $192 million; personnel strength is 9,056.
ESSA is primarily an environmental data collection and information dissemination agency. Its information on atmospheric and water conditions is
used by both the private and public sectors. Organized five years ago, ESSA
has five divisions.
Weather Bureau (observation, measurement, understanding,
and forecasting the atmospheric and hydrologic environments);
Coast and Geodetic Survey (geodesy, geophysics, and cartography);
Environmental Data Service (storage and retrieval of
environmental data);
National Environmental Satellite Center (observation
of the global environment from instrumented satellites); and
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Research Laboratories (applied research to further the
long-range missions of the other four divisions).

Through its nationwide field network of air and water monitoring
stations and international and interagency cooperation, ESSA observes and
records current environmental conditions. It applies its skills tO forecast weather changes, river flows, floods, and water supplies. ESSA also
collects basic atmospheric physical data (e.g., carbon dioxide concentrations, ozone levels, and turbidity) in order to describe the "normal"
state of the atmosphere. It monitors air pollution concentrations in
selected urban localities. Research is conducted on basic meteorological
and hydrological dynamics, as well as on improved instrumentation, data
analysis, and communications techniques.
ESSA also establishes precise locations and elevations (geodesy~for
surveying and mapping purposes, and produces and publishes aeronautic a~nd
marine charts for navigation. In recent years it has also begun weather
modification programs, such as studies leading to an ability to disperse
"super-cooled" fog at airports.
ESSA’s telecommunications functions would be assigned to the proposed
telecommunications sciences agency in the Commerce Department.
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APPENDIX C

RECOMMENDATIONS ON INDIAN AND TERRITORIAL PROGRAMS

As noted in the body of our report, the Council considered organizational arrangements for Indian and Territorial affairs because of their
long historical association with natural resources functions in the Department of the Interior. A number of alternatives were explored, including
the frequently proposed transfer of the Bureau of Indian Affairs and Office
of Territories to HEW. Not only do we understand that most Indians, in
particul~r, are emphatically opposed to such a transfer, but we do not
find the case for it to be convincing. Specifically:
The Indian land and trust functions and Territorial
administration functions are completely unrelated to
any present activities of HEW; but if these were
left in the DNR while education and social welfare
functions were transferred to HEW, the separation
could well be viewed by many Indians as another
step toward unilateral termination;
While HEW makes extensive grants for education and
social welfare, it actually has no experience in
direct administration of either school systems or
social welfare programs to qualify it to administer
the present Interior programs;
HEW has a largely urban orientation in education and
social welfare services that is not particularly
relevant ~o tribal and extended-family patterns
common among Indian and Territorial peoples; an~
The educational problems that HEW must deal with are
currently so overwhelming that problems of Indian and
Territorial education would not receive the careful
attention that a transfer might be expected to bring.
Nor are there persuasive reasons favoring an independent agency, or
alternatives such as Commerce, Agriculture, or OEO. Accordingly, it is
the Council’s conclusion that the present organizational location, while
far from ideal, is best.
Given continuation of the Indian and Territorial functions in the DNR
as successor to Interior, and recognizing that organizational reform touches
only a corner of the problem of Federal Indian policy, the Council believes
that organizational deficiencies exist that merit remedy. These defects are:
The present organizational structure of the Bureau of Indian
Affairs fails to reflect the tremendous diversity among
Indian tribes and tribal groups. A much more decentralized
structure could be created to allow the adaptation of programs
to the particular needs ~nd problems of different tribal groups.
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o

The educational and social welfare program of BIA suffers
from its particularly close association with the land and
trust functions. Patterns of career advancement result
in educational and social welfare activities usually coming
under the supervision of personnel who have been trained
in natural resources specialties.
There is inadequate attention to the important function of
protecting the legal rights of Indian and Territorial
peoples. Because the Solicitor of the Department of the
Interior must represent all interests of his department,
legal services associated with Indian and Territorial
issues sometime conflict with the services which must
be supplied to other bureaus of the department. There
should be special assurance that independent attention
is given to Indian and Territorial legal interests where
they impinge on other traditional interests of Interior.

In light of these defects and to give greater status to the handling
of Indian and Territorial matters, we recommend the establishment of a
Counselor for American Trust and Treaty Peoples, with Assistant Secretary
rank, who would report directly to the Secretary and take on the Indian
and Territorial functions of the present Assistant Secretary for Public
Land Management. A number of Area Counsels would also be designated to
replace and upgrade the ten existing BIA Area Directors. These new Area
Counsels would report directly to the Counselor for American Trust and
Treaty Peoples and would be Presidential appointees. The proposed Area
Counsels would be similar in rank and status to the Governors and High
Commissioner now reporting through the Office of Territories, a tribal
confirmation or Indian referendum process could be employed to insure the
responsiveness of Area Counsel appointees.
Three separate offices would be established under the supervision of
the Counselor for American Trust and Treaty Peoples:
An Office of Indian Peoples would provide staff and central
budgeting and program review services to the Counselor to
assist him in carrying out his responsibilities for Indian
education and social services. Establishment of this office
would emphasize the separation of these responsibilities from
those for resource development and land management.~
o

A Federal Indian Land Trust Service would administer the land
management, resource development, and trust func’tions of the
existing Bureau of Indian Affairs. This new Federal Indian
Land Trust Service would report directly to the Counselor for
American Trust and Treaty Peoples.
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An Office of Solicitor Advocate would be created to insure
that the personal and property rights of Indian and Territorial peoples are protected. The Solicitor Advocate would,
where necessary, petition th~ Justice Department to undertake actions in the interests of Indian and Territorial
peoples. The Socicitor Advocate would report to the
Secretary through the Counselor for American Trust and
Treaty Peoples, and would be independent from other legal
counsel of the department.
The existing Office of Territories would be made a staff function
of the Counselor for American Trust and Treaty Peoples. Each of the
three Governors and the High Commissioner would report directly to the
Counselor.
These recommendations, we believe, would bring about a more decentralized administration of Indian programs to reflect the great differences
among tribes and groups of tribes. They emphasize the durability of the
Federal trust responsibility; recognize Indian communities as cohesive
social entities rather than as geographically-defined reservations; and
concentrate on these communities as the focus of social programs.
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ORGANIZATION FOR SOCIAL AND ECONOMIC PROGRAMS
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EXECUTIVE OFFICE OF THE PRESIDEHT
PRESIDENT’S ADVISORY COUNCIL ON EXECUTIVE ORGAN|ZATION
WASHINGTON, D. C,, 20506

November 19, 1970

MEMORANDUM FOR
THE PRESIDENT

The attached Memorandum contains our recommendations to you on
the organization of social and economic programs. We have summarized
them for you below.
We believe that the current departmental structure
does not reflect the purposes of the social and
economic programs, but reflects rather functions and
means which should be subordinated to purpose. To
correct this underlying deficiency we recommend restructuring the organizations which administer those
programs in accord with three major purposes: Individual well-being, community development ~nd economic
growth and productivity.
To do this we propose that five departments and four
independent agencies be merged into three departments:
A Department of Human Resources, a Department of Community Development and a Department of Economic Growth
and Productivity.
o

3.

One of the independent agencies eliminated by this recommendation is OEO. We recommend the termination of OEO
by transferring its operating programs to two of the new
departments, its Legal Services program to a government
corporation and its government-wide functions for
research, information and evaluation to the OMB and the
Domestic Council.
We believe the Federal field system requires major reorganization. In this area we have recommended:
a. the delegation of project grant decision making
and formula grant plan approval to the regional
offices of each Department;
b.

the upgrading of staff capabilities at the regional
level;
that each Departmental Regional Director have line
authority over all regional executives of his
Departments. The line of authority would run from
the Secretary to the Regional Directors. Regional
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Directors would be appointed by the Secretaries
with Presidential approval;
the strengthening of the Federal Regional Councils
by providing their Chairman with staff, direct
liaison with Washington, and placing other regional
coordinating bodies under their supervision; and
the OMB and the agencies undertake intensified
analysis of Washington-based coordinating bodies,
eliminating those which aren’t useful.
o

o

We believe that your revenue sharing proposal goes a long
way toward resolving many grant problems, but it will not
replace immediately the categorical grant-in-aid system.
That system must be simplified and made more rational.
We have recommended that the OMB give organizational
emphasis to grant simplification and be given authority
to determine both the boundaries for local planning districts
and the organizations to carry out the required planning.
To improve the ability of governors and mayors to manage more
effectively, we have proposed establishing an Executive
Management Grant program. These funds would be "free money"
for the governors and would replace funds now received
through Regional Commissions, HUD 701 grants, and others.
Finally, we believe that the Regional Commissions are an
unnecessary administrative layer and we have recommended
their termination. In our proposal, their functions would
be absorbed by the EDAo T~e funds allocated to their
planning function would be reallocated to the Executive
Management Grant program listed above.

In our view, the implementation of these recommendations will strengthen
the management of government activities to the end of accomplishing some of
the domestic goals whose accomplishment now eludes us.
On behalf of the Council,

Roy L. Ash
Chairman
Attachment
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EXECUTIVE OFFICE OF THE PRESIDE!’!T
PRESIDENT’S ADVISORY COUNCIL ON EXECUTIVE ORGANIZATION
WASHINGTON° Do Co 20506

November 19, 1970

MEMORANDUM FOR
THE PRESIDENT
SUBJECT:

Organization for Social and Economic Programs

Over the past year we have studied the organization of the Federal
Government for the delivery of social and economic programs and services.
We have concluded that major structural changes both in the alignment of
agencies and in the processes of administration of their programs are
necessary if performance is to fulfill promise.
Federal effort in aid of social and economic improvement has expanded vastly in recent decades, but improvements in the institutions
of government to deliver this aid effectively have not kept pace with
performance requirements. Policies are often conformed to existing
institutions and structures rather than institutions being modified
to make them responsive to changes in policy. An important reason we
are proposing major organizational reform is our conclusion that agencies
and processes must be restructured to accord with the increasing social
and economic responsibilities of the Federal Government.
In the course of our study we have accumulated very large amounts
of data, wide samples of opinion and have analyzed the thoughtful
recommendations of the many groups and individuals who have been
concerned in the past about these problems.
This Memorandum and its accompanying Appendices is a distillation
of a large body of supporting material and research. The complexity
and breadth of the issues is reflected in the volume of the material
which has been developed.
The sources of our fact finding efforts are summarized in the
next few paragraphs. Our staff interviewed in person about 400 individuals, including members of Congress, key officials of Federal,
State and local governments, as well as professionals in universities
and representatives of special interest organizations. In addition,
at the local level, 388 Community Action and Model Cities agencies
and 38 mayors responded to a mailed questionnaire and over 530 recipients of social programs were interviewed. The staff conducted intensive surveys in two geographic areas: a predominantly agricultural
county in Oklahoma, Muskogee, and a northeastern industrial city,
Pittsburgh. The consensus among these individuals and groups supported
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the need for change and, of those who related that need to organizational
restructuring, most favored simplification of present arrangements.
Our study also included a review of the reports of previous studies
on Government organization: the President’s Committee on Administrative
Management, 1937, chaired by Louis Brownlow; the Commission on Organization of the Executive Branch, 1949, chaired by Herbert Hoover; the
second commission of 1955 chaired by Herbert Hoover; the Temple University Survey of Federal Reorganization of 1953; the Report on the Status
of the Hoover Commission Recommendations by ~eyer Kestnbaum of 1956-1958;
the President’s Advisory Committee on Government Reorganization chaired
,by Nelson Rockefeller, 1953-1960; the President’s Task Force on Government Organization chaired by Don Price, 1964; the President’s Task
Force on Government Organization led by Ben Heineman, 1967; the President-Elect’s Task Force on Organization of the Executive Branch led by
Franklin Lindsay, 1968-1969; the President-Elect’s Task Force on Intergovernment Fiscal Relations directed by Richard Nathan, 1968-1969;
and the continuing work of the Advisory Commission on Intergovernmental
Relations.
The reports of Congressional committees and the extensive material
prepared by the social and economic program agencies themselves also
provided useful background for our study.
Our analysis covered those agencies of Government which carry out
the bulk of the Federal Government’s social and economic programs.
These are principally, but not limited to the:
Department of Agriculture
Department of Commerce
Department of Health, Education, and Welfare
Department of Housing and Urban Development
Department of Labor
Small Business Administration
Office of Economic Opportunity
Activities of other departments and agencies also bear upon the
economic and social problems which face the Nation. While the Council
reviewed the programs of these other agencies, our study concentrated
on those institutions most responsible for carrying out social and economic policy and those areas where structural improvements would yield
the greatest overall benefits at this time.
Initially, we limited our study to the social program agencies.
As our study progressed, it became clear that the interdependency of
these programs with activities covering economic growth and development
required ~consideration of the organization of government to develop and
implement many aspects of economic policy. The study, therefore, was
broadened to include economic programs.
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Some of the reforms we propose have been suggested by previous
study groups. That they are still urgently needed is an indication
of the intransigency of organizational problems.

THE CHARACTERISTICS OF FEDERAL ORGANIZATION
FOR SOCIAL AND ECONOMIC PROGRAMS
The organizational problems of the social and economic program
agencies are diverse and complex. They have emerged over a long period
of time and are intensified both by the additional responsibilities
which the legislation of the past decade has imposed on the Federal
Government and the absence of consistency in the principles around
which the Federal Government is organized.
In broadest terms, these problems are:
The effective pursuit of National social and economic
goals is impeded seriously by ambiguity in the definition of agency missions and the jurisdictional
rivalry between agencies inherent in the departmental
sturcture of the Executive Branch.
Both the exercise of executive leadership and the
decentralization of authority to Federal field offices
is made difficult by the existing departmental structure, and the form and content of the delegations of
authority from Washington agencies to their field
offices.
The absence of an overall government view of the
grant process centered on results has led to great
inefficiency in that process, damaging to the
credibility of the Federal Government and diminishing
the effectiveness of the programs in which grants-inaid are used.
A serious by-product of the Federal grant-in-aid
process is the undermining of the leadership capability of governors and mayors and the priorities
of local governments.
The structures of the Federal social and economic program agencies
are based on different organizing principles. Some are organized around
functions such as health or education and some are based on a concern
for the interests of special groups to be served such as small business
or farmers.
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As new social and economic needs have been identified, new programs
have been added altering the missions of these agencies. For example,
the Department of Agriculture, created in 1862, to serve mainly the interests of the farmer, now serves a much broader constituency which
includes agri-business interests and non-farm rural citizens. The
functions of the Department of Labor too, have changed from special
emphasis on the rights of labor toward manpower training expecially
of the disadvantaged.
The lack of consistency in the organizing principles of the Federal
departments has Created serious problems for managing the social and
economic agencies and as a consequence, realizing the goals of these
agencies. Inadequate delineation of departmental missions inevitably
leads to duplication of programs and interagency conflict over program
jurisdiction. Departmental as well as White House administrative
energies too often have been diverted to resolving these jurisdictional
issues.
The present organizational structure encourages fragmentation when
comprehensive responses to social and economic problems are needed.
Problems are defined to fit within the limits of organizational authority, resulting in piecemeal approaches to their solutions by separate
departments and agencies.
But perhaps the most serious impediment to effective management
of social and economic programs posed by the current organizational
structure is the difficulty of establishing accountability for performance. The public holds the Administration accountable for effective
government, but without relatively clear and discrete assignments of
responsibility, it is difficult to hold line officials truly accountable. Department heads find that accountability for each objective
is so diffusely spread among agencies as to frustrate their attempts
to establish any meaningful measure of their own or their subordinates’
success.

The complexity of Federal field structures now containing 65 percent of the employees of the social and economic program agencies, is
described elsewhere in this Memorandum. But despite its complexity,
these structures have several common characteristics.
Management in almost all departments and agencies is
highly centralized in Washington, leaving to field
offices very limited management authority.
Reporting relationships with few exceptions run from
office or bureau units in the field to their counterparts in Washington, bypassing both the Departmental
Regional Directors and the Departmental Secretaries.
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Most Federal field operations interact heavily with
their functional counterparts in State and local
governments and very little with the general managements of local government, the governors and mayors.
Field operations are heavily dependent on Washington
approvals severely limiting the scope of action which
field offices may take to resolve interagency issues
which arise in their geographic areas.
Information systems which might permit the exercise of
greater field discretion do not exist. Consequently,
Washington level direction is often given without direct
knowledge of the local situation.
We have found at least two points of difference amount the field
structures of these agencies.
The levels of authority delegated to their Regional
Directors, while rarely adequate, vary markedly from
agency to agency.
While some agencies, notably the Department of Housing
and Urban Development, have moved vigorously to
decentralize operations, others have moved not at
all. The results are increasingly disparate capacities
to manage Federal field operations.
The grants-in-aid of the Federal Government have doubled in the
past decade and now account for about 14 percent of the Federal Budget.
The necessity of administering to the rapid growth of Federal grant
programs has le°ft unresolved two problems which have serious implications for the credibilityof government and the continued strength
of the Federal system.
The categorical grant system often bypasses the chief
executives of State and local governments. This
diminishes their ability to control expenditures within
their jurisdictions, imposes Federal program priorities
where they may be relatively inapplicable and
reduces the practical authority which the chief executive may exercise over the recipient bureaucracies in
his area.
The grant process reflects the defects of Federal
departmental organization. In the absence of clear
mission definition and strong Departmental leadership, a maze of guidelines, conditions, reporting
requirements and the like, have emerged from each
administering agency. These have produced for
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recipients at all levels, confusion and later,
frustration with what appears to be a system
without rationality.
Attempts to reform the grant process have h~ad indifferent success
although certain efforts, notably revenue sharing described in Appendix
5,, are promising. Revenue sharing, however, even if accepted by
Congress, is not likely to displace the categorical grant system in
the foreseeable future. Because the defects of the grant system are
at least in part,~a reflection of the defects in the structure of
departments and field operations, they will persist unless we act now
to restructure the agencies which administer grant programs.

THE OBJECTIVES OF ORGANIZATIONAL REFORM
Certain objectives of organizational reform have evolved as we
have considered alternatives for resolving the problems of social and
economic agency organization. We have been guided by these concepts
in the specific recommendations which we have made.
Organization for social and economic programs should
be based on the major purposes of these programs and
this principle should apply to all organizations where
possible, at both the inter- and intra-departmental
level. When organizations conform to this concept,
clear lines of authority and responsibility from the
President and the Department Heads are possible.
The departmental mission and constituency should be
broad enough to foster a large measure of conflict
resolution and policy discretion within each Department and to minimize the need for interagency
coordination. Departments so organized can settle
inter and intra-agency disputes and select program
strategies at a level below the President.
The number of agency heads directly accountable to the
President should be reduced in order to increase the
possibility of meaningful di~rection from and contact
between the President and the major line officials of
his Administration.
The departmental structure should be designed to avoid
the pressure on Departments to take advocacy positions
and to assure greater responsiveness to policy direction
from the president. Such a structure will increase the
President’s freedom to select men who approximate his
perspective and free him from the necessity of choosing
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between or ignoring, line subordinates who are forced by
responsibilities to assume a more narrow perspective and
to reflect parochial interests in their advice to the
President.
Similar and interdependent programs should be brought
together to the maximum possible extent providing a
single organizational location for a given social program
objective. This will assure accountability, reduce the
need for coordination across departmental lines and provide in one place the elements needed to make trade-off
decisions in pursuit of that objective.
We have concluded that substantial change in departmental structure
is needed. We are well aware that sweeping organizational changes are
difficult to accomplish and not to be undertaken lightly. However,
after a very careful examination we have rejected more modest approaches
for we believe that they will not solve the management problems that
challenge government today.
We recommend that Federal social and economic programs be merged
into three major line Departments.
Department of Human Resources;
Department of Community Development; and
Department of Economic Growth and Productivity.

THE COUNCIL’S VIEW

PROPOSED DEPARTMENTAL STRUCTURE
The principal rationale for our organizational proposals is our
view that there are three clearly identifiable objectives of all governmental social and economic policies and programs. These are:
The development and well-being of individuals and
families;
Improving the quality of urban and rural communities;
and
Maintaining and strengthening the American economy.
We believe these purposes are both comprehensive and permanent and
provide a practical basis for designing a structure of organization
which can deal effectively with many issues which arise in the areas of
social and economic concerns. We have given our rationale for these
recommendations in greater detail in Appendix i.
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On the pages which follow, we are recommending the consolidation
of five present departments and four existing independent agencies into
three departments; each to be concerned with one of the broad policy
and program objectives of Governmental social and economic concerns.
In proposing this reorganization, our intention has been to create
a broad framework into which other existing and new activities may from
time to time be placed. Consequently, we have not proposed the transfer of all those agencies which might logically have been included. For
example, we have not proposed a change in the organizational relationship
of the Veterans Administration, although at some future time it may be
desirable to consider one.
The next several pages present the concepts of a Department of
Human Resources, a Department of Community Development and a Department
of Economic Growth and Productivity.

Department of Human Resources
The core of the proposed Department of Human Resources would be
the Department of Health, Education, and Welfare. The new department
would be structured to assist individuals and families in their
personal development and well-being.
To achieve these objectives, it will be necessary to bring into
the department those programs, such as manpower training and unemployment insurance, which are essential parts of the strategy for assisting in the development of individuals and families. By bringing together
most of the programs whose primary purposes are individual well-being,
the department would be able to deal effectively with the range of options
which bear on its mission.
As shown in the chart on page ~, we suggest that the Department of Human Resources be structured to deal with policy and programs
in four areas. These are: Health Services, Income Maintenance and Security,
Education and Manpower, and Social and Rehabilitation Services.
The following major shifts of present activities to the new department
are proposed:
from:

The Department of Health~ Education~ and Welfare
The entire Department, excluding certain
construction programs

from:

The Department of Labor
The Manpower Administration and the Bureau
of Employees’ Compensation
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The Department of Asricuiture
The Food and Nutrition Service
from:

The Office of Economic Opportunity
The migrant, health and nutrition programs,
and manpower training programs now delegated
to the Department of Labor, and Head Start
and Follow Through, now delegated to the
Department of Health, Education, and Welfare.

from:

The Department of Justice
The Office of Science and Drug Abuse Prevention
and the Narcotics Addict Rehabilitation Act Unit

from:

The Railroad Retirement Board
The entire Board

from:

The Civil Service Retirement and Disability Fund
The entire Program

In Appendix 2 we have described in greater detail the rationale
and the components of the proposed department.

Department of Community Development
The Department of Community Development would be an evolution from
themore narrowly focused Department of Housing and Urban Development.
This new Department would have a broadened mandate to assist in the
development of sound physical and social settings for the Nation’s
rural, suburban and urban communities. The creation of this department
would merge programs of the Department of Housing and Urban Development,
with the urban and rural community development programs of the Office
of Economic Opportunity, the rural community development programs of
the Department of Agriculture, and many public facilities construction
programs of the Department of Health, Education, and Welfare.
The emphasis of this department should be to provide leadership
and assistance to the planning and priority setting roles of State and
local governments. With this emphasis, the regrouping of programs should
enhance Federal relationships with State and local governments and encourage coherent planning and development of communities, both old and new.
The department would also serve as the focus for volunteer and community
self-help programs such as VISTA. We also propose combining in the
department the activities of the Community Action and Model cities programs.

53

PROPOSED
DEPARTMENT OF HUMAN RESOURCES
FUNCTIONAL COMPONENTS
SECRETARY
Department of Human Resources

HEALTH SERVICES
COMPONENT

INCOME MAINTENANCE
& SECURITY COMPONENT

Includes physical
and mental
health service
programs, food
and drug regulation, the
National Institutes of
Health and related programs,
functions and
organizations.

Includes Social
Security, Unemployment
I nsurance,
Family Assistance
and Railroad and
Civil Service Retirement programs
and services.

EDUCATION &
MANPOWER
COMPONENT

SOCIAL &
REHABILITATION
SERVICES COMPONENT

Includes all programs
and services relating
to the areas of education and manpower
training.

Includes programs and
services relating to
children and youth,
family rehabilitation
and the elderly.

To enable the ~epartment to accomplish its mission, the following
major activities would be transferred to it from existing ~epartments
and agencies :
from:

The Department of Housing and Urban Development
The entire Department

from:

The Department of Health~ Education~ and Welfare
Construction programs such as Hill-Burton
for hospitals, community mental health,
Indian sanitation

from:

The Department of Agriculture
The Farmers Home Administration, the Rural
Community Development Service, and elements
of the Extension Service

from:

The Office of Economic Opportunity
The Community Action Program, VISTA,
Special Impact programs, and the rural
economic opportunity loan program which
has been delegated to the Department of
Agriculture

The chart on page 56 Shows the Department of Community
Development and its ~ajor functions. In Appendix 3 we have described
in greater detail the rationale and the component activities of the
proposed department.

Department of Economic Growth and Productivity
The time is longsince past when the Federal Government can continue
a piecemeal approach to its critical role in keeping the American economy
productive, growing and competitive.
We believe that a continuing and vigorous effort to promote economic
growth is a matter of highest national purpose which warrants recognition
as the primary mission of a Cabinet Department. Consequently, we are
propos£ng the formation of a Department of Economic Growth andProductivity
whose mission would be to stimulate balanced and sustained economic growth.
In fulfillment of its mandate, the new department would accommodate
all economic interests to achieve efficient and harmonious development
of the economy, domestically and internationally. More specifically,
it would:
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PROPOSED
DEPARTMENT OF COMMUNITY DEVELOPMENT
FUNCTIONAL C.OMPONENTS
SECRETARY
Department of Community Development

COMMUNITY DEVELOPMENT
COMPONENT
Includes Model Cities,
rural development and
Community Action programs,VISTA and related programs, functions and services.

HOUSING COMPONENT

M ETROPOLITAN
DEVELOPMENT &
RENEWAL COMPONENT

Includes housing
planning, production,
management
and financing
programs and services.

Includes metropolitan
development and public
and institutional facilities planning, production, management
and financing programs
and services.

Provide advice to the President, in concert with other
economic advisors, on the formulation of National
economic policy ;
Implement a broad range of economic programs cutting
across traditional lines of interests to achieve
overall policy objectives;
Provide information for the public and other government agencies to develop understanding of economic
policy and provide basic economic and demographic
information needed by both the private and public
sectors;
Provide marketing and technological data, set standards,
and develop promotional programs in the interest of the
overall economy;
Enhance the opportunity for all factors of production
to receive a fair share of economic growth;
Promote economic development in lagging regions and
carry out Federal programs which provide economic
assistance to minority and small business enterprises ;
and
°

Provide an integrated focus for Federal efforts to
promote international trade.

This new ~epartment would absorb two of the Federal departments
dominated by clientele-oriented objectives, namely the Departments of
Commerce and Labor and much of a third, the Department of Agriculture.
It would provide leadership with primary rather than partial responsibility for the appropriate governmental contributions to the healthy
development of the economy. In doing so, it would provide a single
focus to relate and hopefully to integrate, the views of all sectors
of the economy; functions which must be performed continuously if the
Nation is to enjoy balanced and sustained economic growth. A Cabinet
officer with this mandate should be able to forestall, reconcile o~
resolve many business-labor-consumer problems that now can be resolved
only in the Executive Office of the President.
To enable the department to accomplish its mission, the following
major components would be transferred to the Department of Economic
Growth and Productivity:

from:

The Department of Commerce
The entire Department including program functions
of the Regional Action Planning Commissions
(Title V) and excluding the National Oceanic
and Atmospheric Administration which would be
transferred to the proposed Department of
Natural Resources
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from:

The Department of Labor
The entire Department excluding the Manpower
Administration and the Bureau of Employees’
Compensation which would be transferred to
the proposed Department of Human Resources

from:

The Department of Agriculture
The entire Department excluding the Rural
Electrification Administration, the Forest
Service, the planning functions of the Soil
Conservation Service which would be transferred to the proposed Department of
Natural Resources; the Farmers Home
Administration which would be transferred
to the proposed Department of Community
Development and the Food and Nutrition
Service which would be transferred to
the proposed Department of Human
Resources.

from:

The Small Business Administration
The entire Administration

from:

The U.S. Tariff Commission
The entire Commission

from:

The Department of the Treasury
Its functions to investigate and enforce
antidumping regulations

from:

The Department of State
Its functions now performed by commercial
attaches

from:

The Federal Field Committee.for Development in Alaska
The entire Committee

from:

The Appalachian Regional Commission
All program functions of the Commission

The chart on the next page depicts the proposed Department of Economic
Growth and Productivity and its major functions. In Appendix 4 we have
described in greater detail the rationale and the component activities of
the proposed department.
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PROPOSED
DEPARTMENT OF ECONOMIC GROWTH AND PRODUCTIVITY
FUNCTIONAL COMPONENTS
SECRETARY
Department of Economic Growth and Productivity

FOOD AND
COMMODITIES
COMPONENT

DOMESTIC AND
INTERNATIONAL
COMMERCE
COMPONENT

Includes programs and services for price
supports, cropland reduction,
crop insurance
and Food for
Peace

Includes programs and services which provide market
information
and analysis
and financial,
promotional and
technical
assistance to
domestic and
international
businesses.

SCIENCE AND
TECHNOLOGY
COMPONENT

LABOR
RELATIONS
AND STANDARD~
COMPONENT

Includes basic
applied research activities in business
and agriculture,
technical
standards-setting and the
granting of
,patents.

Includes labor
relations and
labor standards
-setting
activities and
international
labor affairs.

STATISTICAL
COMPONENT

ECONOMIC
DEVELOPMENT
COMPONENT

Includes basic
statistical
collection,
analysis and
dissemination
of social,
economic and
demographic
data.

Includes programs for
economic development and
minority and
small business
enterprises.

ADDITIONAL TRANSFERS AFFECTING THE
EXECUTIVE OFFICE OF THE PRESIDENT

Research and Evaluation Functions of the Office of Economic
Opportunity
In our Memoranda for the President dated August 19, 1969, and October 26, 1970, we urged that operating programs within the Executive Office
be transferred, retaining within the Executive Office only those policymaking and management functions appropriate to the Presidential level of
attention. Consistent with these views, we have already recommended in
this Memorandum that most of the operating programs of the Office of
Economic Opportunity be transferred to the proposed departments. Among
the responsibilities of the Office of Economic Opportunity which remain
are those for government-wide research and evaluation of social programs.
These responsibilities now duplicate functions which in recent months
have been assigned to the Domestic Council and the Office of Management
and Budget.
Accordingly, we recommend that the Office of Economic
Opportunity’s responsibilities for government-wide
policy research and for innovative research and development be transferred to the Domestic Council. The
Domestic Couhcil’s role in innovative research and
development should be focused on defining issues
which require exploration and on setting research
objectives. The Office of Economic Opportunity’s
responsibility for evaluation of Federal social programs should be transferred to the Office of Management and Budget.
As a practical matter, the line departments can be expected to carry
out these research~and demonstration programs and projects defined by the
Domestic. Qouncil, and would continue to conduct research, demonstration
projects and program evaluation specific to tWeir missions. But the
Domestic Council would determine what should be tried and by whom. Evaluation of the results of demonstration programs would be obtained through
the Office of Management and Budget.
Information Functions of the Office of Economic Opportunity
The information activities of the Office of Economic Opportunity
have taken on government-wide significance and should be merged with the
similar responsibilities of the Office of Management and Budget.
We recommend that the Office of Economic Opportunity’s information program, including the Federal Information Exchange
System, be transferred to the Office of Management and Budget.

60

Legal Services Program of the Office of Economic Opportunity
Legal Services is an operating program of the Office of Economic
Opportunity. As such, we believe strongly that its retention in the
Executive Office of the President is inappropriate. At the same time,
it is a unique Federal program which extends the benefits of the adversary process to.many who do not have the ability to seek legal help.
The program has had the continuing support of its clients and of the
legal profession. It has stimulated new interest and opportunities
for legal experience in representing new and deserving clients.
In our view, this program should be placed inan organizational
setting which will permit.it to continue serving the legal needs of
the poor while avoiding the inevitable politicaJl embarrasment that
the program may occa~ionally generate.
The transfer of the program to a line department is undesirable
because of the paradox of retaining within the Executive Branch a program funding lawyers who challenge administrative procedures and may,
and often do, sue agencies of the Executive Branch. The adversary
process and the advocacy role would be inhibited by the subordination
of this program within a department. Similarly, the transfer of Legal
Services to the Judiciary would bring into question the judicial objectivity of that branch.
We believe that the objectives of the Legal Services Program will
be achieved best by making it an independent operation. This would be
accomplished by creating a government corporation. The corporate form
would be a step toward the eventual reprivatization of this program,
while recognizing the need for the continued financial support and protection of the government for a still fledgling activity.
Therefore, we recommend that the functions of the Legal
Services Program be transferred to a nonprofit corporation
chartered by Congress.
This proposal is described in greater detail in Appendix 6.

RESTRUCTURING THE FEDERAL FIELD ORGANIZATION AND THE GRANT-IN-AID PROCESS
Throughout this study Qur concern has been to discern how, through
organizational,changes, the hand of responsible management at the Federal,
State and local levels of government might be strengthened. We have
concluded that the principal changes which would contribute to this
objective are:
The organization of departments around the central
purposes of the social and economic programs;
The responsible decentralization of Federal program
decisions to the field;
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°

The simplification and rationalization of the entire
grant-in-aid process; and

The augmentation of the management resources of
governors and mayors.
We have dealt in the preceding sections of this Memorandum with the
organization of departments. This section deals with Federal field
structure, improvement of local government and the Federal grant-in-aid
system. In addressing these areas, we are mindful of the President’s
address of August 1969, on the New Federalism in which he stated:
A third of a century of centralizing power and responsibility in Washington has produced a bureaucratic monstrosity; cumbersome, unresponsive, ineffective.
In addition to proposing the devolution of authority to State and
local governments through such programs as revenue sharing, the President
directed the decentralization of departments and agencies most directly
involved in providing Federal assistance to states and localities. With
these thoughts we are in complete agreement.

Decentralizing Program Authority to Regional Offices and Councils
While we believe that a major revision of the structure and process
for grants-in-aid to State and local governments is long overdue, the
key to effective decentralization of Federal operations is relocating
decision-making authority for granting funds. This is the case not only
because of the authority inherent in the ability to allocate funds, but
also because most decisions will be better made as close as possible to
the point where local differences can be accommodated.
As one step in making decentralization of program
authority a reality, we recommend that project grant
decision making and formula grant plan approval be
delegated to regional offices.
This delegation of authority to the field should exclude: (i)
new programs for as long as it takes to establish staff capability and
program policy; (2) research and demonstration programs; and (3) programs
where the number of cases is sufficiently few to make centralized decisionmaking more efficient.
The effect of this recommendation would be to significantly alter the
roles of Washington and field office personnel. The role of regional
staffs would change from providing information on Federal programs and
advising the central office on grants, to actually making grant awards
subject to policy direction and performance review from the Washington
office. As a more substantive and responsible part of the Federal
Government, regional offices would be better able to attract and retain
qualified staff.
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At the Washington level, smaller staffs would retain the central
program management functions of policy development, program monitoring
and evaluation, technical assistance, staff development, public and
Congressional relations, budgeting and the like. Non-grant programs
such as those involving the provision of direct services or research
Could remain in Washington.
Strengthening the Quality and Quantity of Regional Staffs
To add new responsibilities to regional offices without strengthening
the field structure would place serious burdens on regional staffs
already spread thin and would jeopardize effective decentralization.
Consequently, we recommend that staff capabilities at
the regional level be upgraded by gradually shifting
staff from Washington, increasing the number of supergrade positions in the field and raising the quality and
quantity of regional personnel training.
C~larifying the Line Authority of Departmental Secretaries and
Regional Directors overRegio~al Activities
Responsiveness to State and local needs through decentralization is
only part of the reform needed in the Federal field structure. The
bureaus and agencies of the Federal Government as they affect field
actions need to be more responsive to Departmentaland Presidential
policies.
Today, the Federal field structure is often a collection of separate
services and bureaus reporting directly back to Washington bureaus with
little Departmental control either at the regional or Washington level.
In the Department ofHealth, Education, and Welfare, for example, regional
sub-units, with the exception of those of Social and Rehabilitation
Services, have traditionally reported directly to their counterparts in
Washington, rather than to Health, Education, and Welfare’s Regional
Director. While plans for decentralization even now in progress,
strengthen the regional directors, they will still lack line authority
over program heads in their geographic areas.
To assure the responsiveness of the units within a department to
departmental and Presidential policy, the authority of the Secretary and
the Regional Directors must be strengthened. We believe that with
respect to the field structure, this requires that each Regional Director
have line authority for operations in his region.
Therefore, we recommend that departmental Regional
Directors have line authority over all regional
executives and their programs. The line of delegation
should be from the Secretary to the Regional Director
who may then delegate to appropriate regional officials.
The Regional Directors should be appointed by the
Secretary with the approval of the President.
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This should not be construed to limit the development of policies,
programs and procedures, the technical guidance of programs or the
evaluation of activities by Washington Bureaus or services. But it
does contemplate that the Regional Director will have the line responsibility for program delivery.
Strengthening the Management of Federal Regional Councils
The lack of adequate program coordination hinders the effectiveness
of programs. -Interagency cooperation and issue resolution have always
been difficult; yet, the need for cooperative action has become more
pressing. Today’s complex social and economic problems require programs
working jointly both at the point of delivery and throughout the
governmental process.
The more difficult issues of coordination occur when agency missions
are in conflict, as they often are. At the present time, the resolution
of issues between Departments depends on bargaining or referral for
decisions to the Executive Office of the President. Existing bodies
9annot resolve important operating and policy issues below the White House
level.
The problem of coordination, difficult enough in Washington, is
compounded in the field. The most recent devices to foster cooperative
and joint effort of the social program Departments in the field are the
Federal Regional Councils created in 1968. Although they have no inherent
power or authority and have no funds to disburse, the Councils do provide
a medium for communication, identification and resolution of conflicting
policies and practices, and the development of Joint programs. They are
the most comprehensive mechanism at the regional level for coordinating
Federal social programs.
But the Regional Councils do not have appropriate staff and the
Chairman has no authority beyond that achieved by the quality of his
leadership. The Chairman, elected hy the members of each Council, is
a peer of the other members. His first loyalty and responsibility is
to the activities of his own agency. If regional coordination is to be
more effective, these defects in the Regional Council structure should
be corrected.
We are unwilling to recommend that the Regional Chairman he the
direct representative of the President, appointed by him with powers
deriving from the authority of the President. Such regionalization of
the Presidency would be inconsistent with our national concept of the
separation of Federal, State and local governmental powers and would
create a wholly new view of the constitutional delegation ~f the
authority of the. President.
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Therefore, we recommend that the Regional Councils be
strengthened by assigning a Washington-based official
of the Office of Management and Budget of high career
rank to serve each Regional Council. We recommend
further, that provision be made for a regionally-based
staff for each Council reporting to the Chairman, to
ser~e as liaison with State and local governments and
to carry out such tasks as may be assigned to them by
the Chairman.
We support the practice of having the Chairman elected by~ the members
of the Council. However, to alter the present peer relationship, each
Regional Chairman must have direct control over the Regional Council staff
and must develop a close working relationship with the representative of
the Office of Management and Budget.

Clarifying the Coordination Role of Federal Regional Councils
If the Regional Councils are to be effective coordinating bodies,
the number and authority of competing regional coordinating bodies
should be curtailed.
We recommend, therefore, that all coordinating activities
in each region be brought under the supervision of the
Regional Council as the principal interagency coordinating
entity.
One such mechanism is the Regional Interagency Coordinating Committee
established for the Model Cities program. Another is the Cooperative Area
Manpower Planning System designed by the Department ~f Labor to coordinate the
Federal programs dealing with manpower at all three levels of government.
At the local level, there are 25 Federal Executive Boards. Started
in 1961, as a voluntary, interagency effort with no budget, the Federal
Executive Boards have been useful in providing a forum for information
exchange and for such joint efforts as combined action to increase
minority employment.
We recommend that the Federal Executive Boards be retained
as metropolitan coordinating mechanisms, reporting to the
Chairmen of the Federal Regional Councils.
In Appendix 7 we have described briefly the rationale and organizational implications of these Regional Office and Council proposals.
Rationalizin$ the Washington-Based Coordinating Mechanisms
In Washington, the interagency scene is filled with coordinating groups
established with hope, but now often existing in name only. I~ is estimated
there are currently some 850 interagency committees, a number of which were
established on a permanent basis.
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It is recommended that the Office of Management and
Budget and the department officials concerned, intensify
their analysis of each of the Washington level interagency coordinating committees and eliminate all which
do not have genuine and continued usefulness.
S.implif~in~ the Grant-in-Aid Process
The need for governmental reform extends beyond the restructuring
of the Federal departments and field organizations. Federal efforts in
social and economic areas are carried out principally by formula and
categorical grant assistance to State and local governments. In the
past decade, these fave vastly increased in number. For example, 260
such programs are administered by the Department of Health, Education,
and Welfare alone.
State and local governments are faced with an unmanageable welter
of requirements, limitations and bureacratic processes. Each department and agency, and often each bureau in the department sets its own
requirements, creating a potpourri of overlapping demands and jurisdictions, of rivalries and conflicts. There is no national Federal
grant system, and no .way in which State and local grant recipients can
deal with the Federal Government in a uniform fashion. Continuation
of these conditions promises increased waste and confusion and further
damages the credibility of the Federal Government.
A greater uniformity of procedures for all departments is possible.
Indeed the need has been long recognized and the proposed solutions
equally as long resisted. If greater uniformity can be accomplished,
we believe the gains in Federal efficiency and credibility and the
benefits to recipients would be incalculable.
To obtain the desired pracedural uniformity, grant procedures
require sustained and professional attention. This task cannot be left
to the departments alone or to ad hoc interdepartmental committees.
The perspective required can be found only at the level of the Executive
Office of the President, and the Office of Management and Budget is the
logical organization in that Office to direct the rationalization of
grant procedures.
We recommend that the Office of Management and Budget
give special and continuing organizational recognition
to the task of rationalizing Federal grants management.
This task requires that the Office of Management and Budget:
Set Federal grant policy guidelines, set and moniter
process, standards for Federal assistance programs, and
install a government-wide clearance system for grant
regulations;
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Review similar-purpose grant programs and recommend
consolidations, changes in matching ratlos and
distribution formulas;
Analyze the financial impact of Federal grants on
State and local governments and the fiscal capacities
of those governments to work with Federal Government
programs; and
Provide information centrally on the availability
and nature of grant funds.
A recent step toward improving the administration of Federal programs
for State and local level was the Intergovernmental Cooperation Act of 1968.
The Office of Management and Budget Circular A-95 designed to implement this
legislation has two principal aims.
To establish coterminous boundaries for planning,
districts are required to qualify for certain
Federal programs in areas such as health, manpower
and law enforcement.
To assure the involvement of State and local governments in the coordination of Federal programs by
establishing a review and comment process involving
49 Federal grant programs.
Under Circular A-95, the Office of Management and Budget has review
authority only for procedures leading to agency designation of functional
planning districts at the sub-State level. In practice, each Federal
program agency is free to approve boundaries without regard to those approved for other programs. Without central control, it is likely that
the present pattern of dissimilar planning boundaries will continue.
Planning and coordination are made more difficult when municipalities
and counties fall into more than one district for similar functions.
Therefore, we recommend additionally that the Office
of Management and Budget be assigned authority to
designate the boundaries for local planning jurisdictions and the organizations to carry out such planning
for Federal social programs after consultation with
local officials, governors and the concerned a~encies.

In Appendix 5 we have described in more detail our proposals for
simplifyin~ and rationalizing the grant-in-aid process.
the Management Capabilities of State a~d Local Government
Despite the vast dollar growth in Federal assis~ce to State and
local governments, the pres~ent process is having ~he undesirable effect
of weakening Governors of States and chief executives of local general
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purpose governments. Funds are often granted on a categorical basis
to functional units of the governments, thus limiting the ability of
governors and mayors to set local priorities and allocate staff and
dollar resources to implement them.
While the public holds the ~elected Chief Executive accountable
for social and economic programs, too often he has marginal influence
over the parts of his-government receiving Federal funds. One of the
most important challenges of governmental reform is the redress of the
imb~alance between responsible local governments and the functional
organizations of those local governments, caused by the grant process
of the Federal Government.
A means of achieving a new balance is to strengthen the planning,
management and evaluation capability of governmental executives with
respect to the entire range of their activities, including Federally
assisted activities.
We recommend that Executive Management Grants be made
to the States to be administered by the Office of
Management and Budget. These grants should be on a
formula basis. They should provide for an automatic
passthrough as to a major portion of the grant for
cities and urban counties of over 75,000 population.
Each governor should havethediscretion to make
grants to smaller general purpose units of government, or to combinations of these governments.
The rationale for this proposal is covered in greater detail in
Appendix 8.
We view administration of these Executive Management Grants as a
function appropriate to the Executive Office of the President. The
relationship of the President to the chief executives of States, and
of the management functions of theOffice of Management and Budget to
the State and local activities to be supported by these grants justifies
the proposed assignment of administrative responsibility.

THE ROLE OF REGIONAL COMMISSIONS IN FEDERAL SOCIAL AND ECONOMIC PROGRAMS
In the early 1960’s, there was agrowing national awareness that
certain rural regions of the country were substantially l@gging behind
the economy of the Nation. Although public welfare expendirures were
consequently substantial, these areas received less than a proportional
share of Federal expenditures.
In order to assist these areas, legislation was adopted in 1965
establishing multi-state Regional Commissions. There are presently
six Commissions.
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The Regional Commissions represented a new organizational mechanism
in the relationship between the Federal Government and States and localities. Unlike the Tennessee Valley Authority, Regional Commissions are
not operating entities but interstate planning, coordinating and resource
transfer mechanisms.
Although the mission of the Commissions is to promote regional
economic development, few distinctively regional programs have been undertaken. Other than highways, all but a few projects are intrastate in
character. In actuality, the Commissions do little more than provide a
technique for funding governors which bypasses both the State legislatures
and the functional bureaucracies of the States°
The economic development mission of the Regional Commissions duplicates in m ~umber of ways that of the Economic Development Administration. Both are aimed at improving the economiesof lagging areas.
While the lack of accountability to electorate permits the selective
allocation of funds to specific areas, the continued existence of the
Regional Commissions creates strong pressures for increases in budgets
and generates requests for additional commissions.
In our judgment, the Regional Commissions are an unnecessary
administrative layer in the Federal grant process. Executive Management
Grants to each governor combined with a redefined role for the Economic
Development~Administration would provide a more effective way to accomplish the purposes for which the Commissions were established, especially
if combined with the President’s proposal for revenue sharing with States.
Consequently, we recommend that the Appalachian Region~l
Commission and the five Title V Regional Commissions be
terminated, their economic development functions transferred to the Economic Development Administration, and
support for State and local planning efforts be provided
through Executive Management Grants.
The proposal to terminate the Regional Commissions is discussed in
greater detail in Appendix 9.

CONCLUSION
The complex goals of the Federal social and economic programs
challenge the Government’s present organizational structure, often in
such a way as to frustrate the realization of the social and economic
objectives of the Federal Government.
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Central to our proposals are the concepts of organization we
believe must be applied if the Federal Government is to be more responsive to the leadership and the decisions of its Chief Executive. These
concepts are:
Government activities should be organized at the highest
operating level around major and continuing purposes.
Means and functions should serve purposes rather than
be prime organizational determinants themselves.
Explicit provision should be made for policy integration
from a Presidential perspective. Presidential policy
and programs cannot be merely the sum of individual
departmental requests.
The responsibility for carrying out policy through
operating departments should be susceptible to clear
assignment and,.consequently, meaningful accountability.
To the maximum possible extent, each organization should
contain those activities which permit its head to make
the necessary decisions for carrying out the mission of
the organization for which he is responsible.
Organizations should be broad enough in scope and purpose
to permit the resolution of conflicts at levels below
that of the President.
Finally, each organization should contain as many of
those activities as possible which would require
coordination among several organizations but for their
inclusion in one.
We believe firmly that the proposals we have made today and those
which we have made in the past will strengthen the responsible, management of Government activities and in so doing, increase the prospects
for the realization of many of this Nation’s domestic goals.
With this Memorandum, we have completed the work you asked us to
undertake eighteen months ago. Were each of the proposals we have made
to you to become a reality, the Executive Branch of Government would
have a markedly different structure than it does today. We have illustrated the change in the organization charts which follow.
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We have, Mr. President, appreciated the opportunity to serve your
Administration and we are grateful for the encouragement which you and
Tour staff have given us.
Respectfully submitted,

Roy L. Ash
Chairman

Frederick R. Kappel

George P. Baker

Richard M. Paget

John B. Connally

Walter N. Thayer

Attachments
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Figure I

THE EXECUTIVE BRANCH OF THE UNITED STATES
(AS OF JULY, 1970)
EXECUTIVE
THE PRESIDENT
The Executive Office of the President
White House Office
Office of Management and Budget
Council of Economic Advisers
National Aeronautics and Space Council
National Security Council
Office of Economic Opportunity
Office of Emergency Preparedness
Office of Telecommunications Policy

Office of Science and Technology
Office of the Special Representative
for Trade Negotiations
National Council on Marine Resources
and Engineering Development
Office of Intergovernmental Relations
Special .Assistant for Consumer Affairs
Domestic Council

I
DEPARTMENT
OF STATE

DEPARTMENT OF THE
TREASURY

DEPARTMENT OF
DEFENSE

DEPARTMENT OF
JUSTICE

POST OFFICE
DEPARTMENT

DEPARTMENT OF
HEALTH, EDUCATION,
AND WELFARE

DEPARTMENT OF
HOUSING AND URBAN
DEVELOPMENT

DEPARTMENT OF
THE INTERIOR

kI
DEPARTMENT OF
AGRICULTURE

DEPARTMENT OF
COMMERCE

Administrative Conference of the U.S.
Atomic Energy Commission
Civil Aeronautics Board
District of Columbia
Export-Import Bank of the U.S.
Farm Credit Administration
Federal Communications Commission
Federal Deposit Insurance Corporation
Federal Home Loan Bank Board

DEPARTMENT OF
LABOR

INDEPENDENT OFFICES AND ESTABLISHMENTS
Federal Maritime Commission
National Aeronautics and
Federal Mediation and
Space Administration
National Foundation on the
Conciliation Service
Arts and Humanities
Federal Power Commission
Federal Reserve System, Board
National Labor Relations Board
National Mediation Board
of Governors of the
National Science Foundation
Federal Trade Commission
Railroad Retirement Board
General Services Administration
Securities and Exchange Commission
Interstate Commerce Commission

The principle activities of the Execubve Branch consist of:
16 units in the Executive Office of the President
12 Departments
32 Independent Agencies

DEPARTMENT OF
TRANSPORTATION

Selective Service System
Small Business Administration
Smithsonian Institution
Tax Count of the United States
Tennessee Valley Authority
U,S. Civil Service Commission
U.S. Information Agency
U.S. Tariff Commission
Veterans Administration

THE EXECUTIVE BRANCH OF THE UNITED STATES
(PROPOSED)

FiEure II

I

EXECUTIVE J

THE PRESIDENT
The Executive Office of the President
Council on Environmental Quality1
Domestic Council
Office of Telecommunications Policy 2
Council for International
Economic Policy

White House Office
Office of Management and Budget
Council of Economic Advisers
National Security Council
Office of Science and Technology

I
DEPARTMENT
OF STATE

DEPARTMENT OF
NATURAL RESOURCES

TREASURY

DEPARTMENT OF
HUMAN RESOURCES

DEPARTMENT OF
JUSTICE-

DEFENSE

DEPARTMENT
OF
ECONOMIC
GROWTH
AND PRODUCTIVITY

J

DEPARTMENT OF
COMMUNITY
DEVELOPMENT

i
J

1

DEPARTMENT OF
TRANSPORTATION

INDEPENDENT OFFICES AND ESTABLISHMENTS
Administrative Conference of the U.S.
Atomic Energy Commission
District of Columbia
Environmental Protection Agency
Export-Import Bank of the U.S.
Farm Credit Administration
Federal Antitrust Board
Federal Communications
Commission

Federal Deposit Insurance
Corporation
Federal Home Loan Bank Board
Federal Mediation and
Conciliation Service
Federal Power Agency
Federal Reserve System, Board
of Governors of the
Federal Trade Practices Agency

General Services Administration
National Aeronautics and
Space Administration
National Foundation on the
Arts and Humanities
National Labor Relations Board
National Mediation Board
National Science Foundation
Securities and Exchange Agency

Selective Service System
Smithsonian Institution
Tennessee Valley Authority
Transportation Regulatory
Agency
U.So Civil Service Commission
U°S. Information Agency
U.S. Postal Service 3
Veterans Administration

The propoeed structure of the Executive Branch would consist of:
7 units of the Executive Office of the President
9 Departments
29 Independent Agencies

J

Should not be a permanent unit of the Executive Office
2. Placement in the Executive Office requires further study
3. Reorganization accomplished by the Postal Reorganization Act of 1970
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APPENDIX i
THE RATIONALE FOR THE RECOMMENDATIONS
ON
DEPARTMENTAL ORGANIZATION

This appendix addresses the qBestion of why we recommend three
purpose-oriented departments for social and economic programs.

Method
Our study first involved an examination of the report and available
staff papers of previous study groups. We reviewed the materials of The
President’s Committee on Administrative Management, 1937, chaired by
Louis Brownlow; The Commission on Organization of the Executive Branch,
1949, chaired by Herbert Hoover; and the second commission chaired by
Herbert Hoover of 1955; The Temple University Survey of Federal Reorganization of 1953; The Report on the Status of the Hoover Commission
Recommendations by Meyer Kestnbaum of i~56-1958; The President’s
Advisory Committee on Government Reorganization chaired by Nelson Rockefeller, 1953-1960; The President’s Task Force on Government Organization
chaired by Don Price, 1964; The President’s Task Force on Government
Organization led by Ben Heineman, 1967; The President Elect’s Task Force
on Organization of the Executive Branch led by Franklin Lindsay, 19681969; and the President Elect’s Task Force on Inter-governmental Fiscal
Relations led by Richard Nathan, 1968-1969.
Some conclusions are common to most of these studies:
Departments should be organized around broad
missions and should seek to integrate the
professional skills and governmental functions
necessary to accomplish those missions;
The number of departments should be reduced;
Departments shoul~ group similar or interdependent programs together to avoid the need
for excessive coordination ~and to permit decisionmaking on all issues relevant to their missions;
and
Departments should not be perceived primarily
as a spokesman in government for one profession
or clientele group.
Our second step was to interview key people in government, business,
labor and education whose experience and interest in public administration
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qualify them as knowledgeable, if not expert. Over 350 persons were
interviewed personally by our staff; under contract, 770 inquiries
were conducted by mail or in person including over 530 persons who
received social services. In addition the staff conducted intensive
on-site surveys in two geographic areas--a predominantly rural county
in Oklahoma and an Eastern industrial city, Pittsburgh.
The consensus supported the need for change. Of those who
related that need to organization restructuring, most favored simplification of present arrangements.
Our third step was to identify and analyze the array of organizational problems, extracting criteria and preferences for organization,
and identifying options and models of organization.

Problems of the Federal Structure and Criteria for Organizational Reform
The problems of the Federal structure are complex but reduced to
their most simplified form, they are:
Existing departments and agencies are not
sufficiently responsive to Presidential policy
direction;
The present departmental configuration has
failed to keep pace with changing perceptions
of basic objectives and missions. Among the
consequences are jurisdictional competition,
overlapping of effort, inability to evaluate
program performance and an inability to establish
accountability for accomplishment;
Centralization of decision making authority in
Washington has led to an imbalance in authority
between Washington and the field and as a
consequenc~ the ineffectiveness of field organizations. High-level officials deal with
relatively narrow issues and practice "efficiency in the small" while their more proper
tasks of anticipatory planning and policy
formulation, program evaluation and management
improvement are attended to on a crisis basis,
if at all;
The need to coordinate social and economic
programs across agency lines has led to the
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creation of awkward mechanism which has had
very limited success. In the field especially,
the resolution of program conflicts and the
implementation of joint efforts on a timely
basis have been difficult to bring about. Key
agency field personnel have little or no
authority to make their own decisions or to
conform to decisions made by their peers in
.other agencies;
The present departmental design, bolstered by
private constituencies, congressional ties and
professional loyalties has encouraged piecemeal legislation, uncoordinated planning,
resistance to policy changes, and protectionism
in the delivery of resources; and
The creation of departments with partial responsibility for broad missions without attention to the
spectrum of underlying and continuing purposes
served by government has tended not to solve, but
rather contributes to, the ~rohlem.s of interdepartmental rivalry, parochialism and pdblic
confusion.
The criteria and preferences which follow emerged from analysis of
the foregoing problems. In the form presented here, they serve as
guides for developing organizational options and models:
The departments and their major sub-units should
be organized around comparable organizing principles.
Each departmental mission should be as mutually
exclusive as possibl~ with its lines of authority
running from the President through the agency head
to the principal line officers of the department.
Clarity of mission and of lines of authority
should assure increased responsiveness and accountability to the President and the Secretary.
The ability to translate Presidential policy into
a clear assignment of responsibility to an
executive agency is vital to responsible government.
Mission ambiguity and institutional bias often lead
to the subordination of policy to agency interests.
The President must be able to hold his agency heads
accountable for performance if he is to manage
effectively;
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Similar and interdependent programs should be
grouped together to provide a single organizational location for a given purpose. This
will help assure accountability and reduce the
need for coordination across departmental lines.
Social and economic problems are complex. Solutions
often involve more than one function of government
and most often require the integrated effort of a
range.of professional skills, program techniques
and authority. The ease with which these can be
brought together and managed as a whole often
determines the effectiveness of government’s
response;
The departmental mission and constituency should
be broad enough to foster a large measure of
conflict resolution and program tradeoffs within
the department rather than at the Presidential
level.
Conflicts and hard decisions in the absence of
strong leadership have a way of escalating to
higher levels. Today this level is often the
President’s. Yet the time and energy consumed in
resolving issues of lesser moment detracts from
the need for Presidential focus on the most
important problems. Broadening and clarifying
the departmental missions and placing greater
responsibility on each Cabinet officer will
filter out those issues which do not require
direct Presidential involvement;
The delivery system for Federal social and
economic programs must support the responsibilities
of State and local general purpose government.
Organizational simplification should reduce the
number of independent delivery systems with which
States and cities have to deal and should reinforce
decision making at the State and local levels. In
particular, it should make possible greater
discretion for and involvement of governors and
mayors; and
Departments should be structured to serve more
readily the general public rather than professional
or clientele interests. Organizational structure
should give emphasis to the public interest in a
broad sense rather than to the providers of services.
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Orsanizational Options
We considered three options for reorganization. They differ in
the extent of reorganization each requires:
Regroup programs within the existing departmental
structure;
Regroup programs within a revised departmental
structure; and
Centralize all social and economic programs in
one comprehensive department.
The rejected options are discussed first and the recommended
option is discussed in more detail subsequently.
Regroup within the Existin$ Department Structure
Regrouping selected, related programs within the present structure
of departmental organization would result in somewhat more efficient
resource delivery. Closely related programs would be managed by the
department presently most directly involved in their execution. For
example, the Vocational Education Programs might be moved from the
Department of Health, Education, and Welfare to the Manpower Administration in the Department of Labor. Or, some facility construction
activities could be relocated from HEW to the Department of Housing
and Urban Development. To some degree, such regrouping might result
in better definition of agency missions, ease coordination problems
and delivery difficulties and thus increase efficient resource
utilization
The major argument for this option is its probable political
expediency. Regrouping in this fashion would disturb only a few
alliances amongst the Congress and private interest groups. The
changes could be chosen by weighing political cost against the
increased efficiency and effectiveness of program operations’
However, we believe this piecemeal reorganization will serve to
feed the general problems and inadequacies which now exist. It would
not structure departments around basic purposes to the extent
necessary to provide for effective accountability. Depending on the
degree to which programs were regrouped, it would neither consolidate
nor simplify sufficiently to reduce interagency coordination problems
or to relieve the President of the necessity of resolving many lower
level issues. It would not appreciably improve the positions of
governors and majors, for each Department would retain its current
emphasis on specific professional loyalties and the relationships
between departmental bureaucracies and their local counterparts.
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Changes in structure of the social agencies have lagged seriously
behind the changes in the content of agency programs. Selecting this
option would represent a missed opportunity to modernize that structure.
Comprehensive Department
We considered two models for a comprehensive department: (i) an
organization which would bring together all functional components such
as manpower, health, business development, housing and the like into
a single Department of Social and Economic Affairs and would be
organized internally along functional lines; and (2) a similar comprehensive department structured internally along lines which emphasize
management processes such as granting, evaluation and planning.
Both organizational models would improve effectiveness significantly in all phases of administration By recognizing the close relationships among social and economic programs and by viewings.the ultimate
resource user--individual, private organization or community--as an entity.
A comprehensive department would make tradeoffs in the social program
sphere below the Presidential level with maximum sensitivity to changing
social priorities and National policies.
The obvious interdependence of all facets of the social and economic
programs make the comprehensive department a compelling option. Such an
organizational structure would provide obvious and significant advantages:
a single policy line to the President for ninety percent of the social
programs; a single management structure; and a single operating line to
the field. Effective coordination and accountability would be possible
where responsibility and authority lie in one department. Moreover, a
single department would develop a more flexible grant program to assure
joint funding as necessary to treat specific problems at the point of
impact.
While this option may ideally optimize each of the criteria we
have identified, it results in the creation of a department of such
size as to put in doubt its administrative viability. In addition, it
effectively creates an unelected Vice President for Social and Economic
Affairs who may relieve the President but will do so at considerable
cost to the President’s own sense of the Nation’s domestic demands.
Such a department may in many ways make it more difficult for
the President to retain control through accountability. It is also
possible that the problems of Federal social and economic programs may
remain unresolved because the multiple interests of so vast a Department may elude effective Secretarial control.
The Secretary of a comprehensive department would find it difficult
to manage effectively because the demands of Congress and his numerous
constituencies would leave him little time to work with his subordinates
on the problems of the department.
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Finally in our view, the sustained and balanced growth of the
economy is so important a mission as to demand separate departmental
status. Consolidation of many of Government’s economic programs in
a comprehensive department would obscure and possibly frustrate this
vital governmental purpose.
Although in many respects the comprehensive department represents
an ideal in developing a Federal resource delivery system for socioeconomic" needs, we rejected the option.~ If such a vast reorganization
were undertaken, more than a chan~e in government structure would result.
The change would no longer be one of d~gree but of kind. Such a change
would raise serious issues regarding the entire Federal system and the
separation of powers within it.
The benefits of the option do not outw-eigh all these costs particularly as a less sweeping reorganization provides for most of the
desired benefits.
Regroup with a Revised Departmental Structure
We believe the most feasible option is to move toward comprehensive
social and economic program planning and operation by creating a
departmental structure which focuses operations on the primary Durposes
of the government’s social and economic programs. Therefore:
We recommend that social and economic programs be consolidated into three new line departments: A Department of
Human Resources, A Department of Community Development,
and A Department of Economic Growth and Productivity.
In our view, these departments reflect the three great purposes of
Federal social and economic programs: to help individuals achieve
well-being, to assist all communities in providing necessary services
and physical settings for their citizens, and to insure the balanced
and sustained growth of the national economy.
These three departments incorporate delivery systems which differ
in their philosophy, structure and operation. But each system, in our
view, identifies important differences in the way government should
respond to its role in assuring the well-being of man, his life-setting,
and his economy.
The mission of the Department of Economic Growth and Productivity
is a new one for an Executive Department. It provides the Government
with a locus for consolidating scattered but related activities which
have an important impact on the economy and which share common broad
objectives. Beyond this desirable consolidation, however, this new
organization will provide a necessary impetus to promoting the growth
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and productivity of the econom~ essential if our economic system is to
provide the resources necessary to achieve the Nation’s human and
community objectives.
The present Departments of Health, Education, and Welfare and
Housing and Urban Development are the core of the proposed Departments
of Human Resources and Community Development. Although each proposed
Department contains many of the programs and functions of its present
counterpart, there is a basic difference. This difference lies in the
concepts of organizing around purpose and suppressing functional and
professional interests to that end. A comparison between the present
content of HEW and that of the Department of Human Resources illustrates
the point.
Although Health, Education, and Welfare is a multi-functional
department, administering primarily to individuals as ultimate beneficiaries, the Department’s perception of its targets is chiefly along
functional or professional lines. Hence, officials think about education
of individuals rather than the mix of needs which might include, in
addition to education, work, health, income assistance and the like.
The obsolescence of functional separation as an organizing concept
for Departments has been made clear in the develoDment of welfare
reform and the income strategy. The proposed Family Assistance Program
as well as the current Work Incentive Program mandates a close interrelationship between manpower training activities and the welfare system.
Training slots or job placements must exist wherever referrals are made
and in the quantity needed in order to make the welfare system reform
effective. Yet manpower programs are not a function of the Department
of Health, Education, and Welfare. The effective management of the
welfare system thus becomes the responsibility of two Departments leaving
in doubt t~e prospects for realistic evaluation and accountability.
The emphasis on function or professional skills in Federal departments has contributed in large measure to the confusion of objectives
and the overlap of Federal social programs. Each department or segment
of a department has been free to explore the possibilities for increasing
its scope and range, often without considering the effect on its ultimate
purpose.
The purpose orientation of the proposed departments will serve to
accomplish several ends. Planning for resource allocation will be done
with an eye to the total Federal obligation to individuals, communities,
an~economic growth. Program evaluation will also ~enefit from this
comprehensive view. The accomplishment of specific results will be
possible and expected in these departments where structural qimplicit~
relative to today’s situation will permit realistic accountability.
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The three departments are structured to serve the public interest
more fairly and broadly than the existing Federal departments. It is
understandable that our present Cabinet-level departments reflect
historical interests and divisions, many of which are no longer relevant
to American life. Such divisions as urban versus rural or labor versus
management need no longer be underlined by the Federal Government at
such a high level.
To replace the numerous functional delivery systems with three such
systems would now be possible. This would alleviate the problems of coordination, ease Federal-State-local relationships, facilitate the process
of grant consolidation and help to eliminate duplicative programs.
Professionals will continue to man these departments and each
department may well be organized internally along functional lines.
Counterforces to the functional interests inherent in such sub-units of
the departments will be necessary. These forces exist in the acrosssub-unit policy and evaluation functions which should be located in the
Office of the Secretary. Other counterforces are implied in the proposals
to decentralize decision makin~ authority to the field, described in
Appendices 7 and 8.
We recognize that within the structure of each department, problems
of coordination, overlap, and program rivalry will surface. These problems
are found in any complex organization. It is our belief, however, that
under the proposed structure these problems will be significantly reduced
and under strong Secretarial leadership will become manageable.
This option replaces five departments and two major independent
agencies with three departments. Each proposed department is responsible
for a relatively well-defined mission. To these departments the President
may look for performance and from them he should receive only those
problems which cannot be resolved by Departmental Secretaries. These men
should now be less frequently plagued than heretofore by the need to deal
with inter-agency disputes and program rivalry. This option is the best
balance, we have concluded, between the fragmentation of departments,
consolidation of a few related programs in existing departments and the
comprehensive department. It meets the organizational objectives we
have identified and provides for manageable and accountable entities as
well.

85

APPENDIX 2
DEPARTMENT OF HUMAN RESOURCES

Assisting the development and well-being of its citizens is an
essential purpose of Government. Recognition of this fact is evidenced
by the existence of numerous Federal programs designed to this end. We
have recommended the establishment of a Department of Human Resources
=organized around this purpose. Our study has convinced us that such
restructuring is necessary if we are to carry out this purpose
effectively. The creation of such a Department would provide for the
first time, a single Federal focus by bringing together the now
fragmented array of programs and services dealing with the problems in
this area.
This single focus is critical for two reasons. First, assisting
the development and well-being of individuals often requires the iapplication of several programs and services. The needs are interrelated
but the existing organization of Federal assistance prevents an effective,
integrated response. Secondly, due to the expanding demands and the
limited resources available, we must have the capability to set piiorities
and make the required tradeoffs in this area.

The Challenge.
Today we are witnessing developments which underscore t~e need for
the comprehensive viewpoint this Department would provide. Among~them
are:
The rising level of education and training required
to secure and hold a job;
The redefining of education to include all programs
needed to assist an individual in becoming a productive member of society;
The mobility of the population and the migration from
farm to city to suburb;
The expanding population of low income families which
have the greatest needs for these programs and
services;
The skyrocketing costs of medical services and goods
and the shortage of professional personnel;
The recognition that mental health and drug abuse
problems are medical and should be addressed in
relation to the broader needs of society and the
individual; and
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A growing understanding that the traditional services
strategy for public assistance needs to be coupled
with an income strategy to recognize individual
dignity and correct individual problems.
The formulation and implementation of policy to encompass these and
other developments in the years ahead is a major purpose of government
and we should organize now to insure that our performance will be able
to meet ~he challenge.

The Current Federal Role and the Inadequacy of Present Organizational
Structure
The decade of the 1960’s witnessed not only an increase in the
number and size of Federal programs in this area, but a basic change
in the nature of Federal assistance as well. There are almost 550 grantin-aid programs alone for domestic assistance authorized today as co~pared
to approximately 160 in 1962.
While enacting these programs, Congress asserted the National
interest and authority in a wide range of functions that had previously
been the province of State and local governments. Before 1960, the
typical Federal assistance program did not contain an expressly stated
national purpose. It was a means of helping other levels of government
accomplish their objectives. Local governments continued to make policy
and Federal controls were primarily audits to watch over the expenditure
of Federal funds. BHt the legislation of the 1960’s articulated National
policies defined by Congress which extended Federal involvement to the
content and promotion of the programs.
This transformation of the Federal role took place with little, if
any, regard for structure. Congress perceived a need that was not being
met by State or local government due to a lack of resources or the lack
of will. There followed enactment of a narrow categorical program
tailored to the specific need. The concentration was on the substance
rather than on how the program related to others or where responsibility
for operating the program should be located. Thus, the current
organizational structure of the Federal Government in this area includes
four major departments--Health, Education, and Welfare; Labor; Agriculture;
and Justice--and several independent agencies administering programs of
a similar or related nature. Programs are arranged either on a
functional basis as for health or manpower, or to serve a particular
constituency.
The major Federal department administering programs for individual
assistance is the Department of Health, Education, and Welfare, created
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in 1953 at the request of President Eisenhower. Its organizational
structure fails in many ways to reflect the interrelatedness of goods
and services which must reach an individual recipient. Instead, a
functional alignment maintains professional control over segments of
the Department, to the detriment of the national purpose which requires
a more comprehensive view.
The Department of Labor administers programs relating to job
training and other aspects of manpower development as well as the
Unemployment compensation program. In addition, the Department operates
progrmns delegated from the Office of Economic Opportunity. The Department of Agriculture operates programs and services in the areas of food
and nutrition. The Department of Justice has responsibility for administering the Narcotic Addict Rehabilitation Act and carries out programs
aimed at drug abuse prevention.
The Office of Economic Opportunity conducts a variety of programs
for the poor through local organizations. The development of these
programs was indicative of the existence of needs that were not being
met by other ~overnment a~encies in this field. However, with the
advent of programs such as Model Cities and the increased responsiveness
of State and local governments to these problems, justification for the
separate organization of OEO is outweighed by the conflicts resulting
from the duplication.
Thus, the Federal Government’s own structure prevents it from
providing a unified system of programs and services to individuals. It
has:
Inhibited the integration of related program
activities;

Resulted in inconsistent policies and prevented the
use of comprehensive strategies for assisting
individuals;
Resulted in the creation of numerous interagency
mechanisms for coordination with little effect;
Resulted in overlapping mandates, jurisdictional
competition and conflicts in administration;
Prevented the establishment of accountability for
performance;
Precluded tradeoffs appropriate to the Departmental
level and ~urfaced these for ~residential
resolution; and
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Led to confusion and eventually to frustration on the
part of both recipients and State and local officials
who deal with these programs.
Several examples indicate the magnitude of these problems:
FoodStamps, an activity of the Department of Agriculture, is justified before separate appropriations and
legislative committees though it is an integral part
of an income maintenance strategy and is in fact administered at the local level by welfare agencies. Furthermore, the Office of Economic Opportunity has mounted an
emergency food program which often pays for or supplements the Food Stamp program within a given community;
There is a close relationship between assistance for
the working poor, the unemployment insurance program,
the skill training programs of the Manpower Administration and the vocational education and the vocational
rehabilitation programs in the Department of Health,
Education, and Welfare. The desired result in terms
of assisting the individual to improve his qualifications to enter and advance in the labor market is
difficult to achieve if these programs are viewed as
having separate missions and are located in different
organizations;
Programs that are developed and funded through one
department or agency are delegated to another for
administration. The Office of Economic Opportunity
manpower t~aining programs are operated by the Department ofLabor and the Department of Health, Education,
and Welfare conducts the Head Start and Follow Through
programs developed by the Office of Economic Opportunity.
The lack of clarity as to who has responsibility is
substantial and diminishes the ability both to evaluate
these programs and to establish accountability for them;
and
Food voucher, welfare payments, retirement and other
programs which provide income or income substitutes are
scattered among~the Departments of Health, Education,
and Welfare; Agriculture; Labor; the Office of Economic
Opportunity; and other agencies. Such separate management and operation is not only wasteful, but defies
development of a single management information system
which would permit eval~ation and monitoring of the
current Federal programs in this area.
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The Council’s Recommendations
The growth and complexity of the Federal Government’s role in
assisting individual development and well-being requires ready access
to the broad range of program options available to deal with this
mission.
In our view, the establishment of a Cabinet-level
department is the most effective way to manage the Government’s
activities which provide assistance to individuals. Application of
the organizational criteria discussed in Appendix I persuades us that
the proposed Department of Human Resources can effectively carry out
its overall mission by:
Operating a broad range of social programs with a
focus on the ultimate recipient to overcome the
separate functional orientation that currently
exists;
Providing a single location for integrating the
views of all participants to formulate policy
advice for the President;
Placing under a single accountable officer the
program resources and analytical capability to
improve performance in this area;
Developing comprehensive information systems to
support planning and budgeting and provide for
evaluation of results;
Providing information for the public and State and
local officials to develop an understanding of
both policies and programs; and
Reducing the need for interagency coordination and
eliminating duplicat-ion.

The need to restructure the Government’s organization for providing
assistance to individuals has become increasingly apparent in recent
years. The Heineman Task Force of 1967 recommended the merger of major
programs in this area and the Senate Hearings on Creative Federalism in
November 1966, were replete with examples of theproblems caused by the
existing fragmentation of programs and services.

Description of the Proposed Department
The proposed Department of Human Resources would include four
components:
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o

Health Services

°

Income Maintenance and Security

o

Education and Manpower

°

Social and Rehabilitation Services

On the basis of FY 1970 budget authority, this Department would have
a budget in excess of $69.0 billion; excluding trust funds the budget
authority would be $17.5 billion.

~ealth Services
The Health Service component would consolidate domestic programs
which have health care as a primary purpose. The organization of health
activities in the Federal Government has undergone several revisions in
recent years reflecting changes in scope and emphasis. In addition to
realignments, in the Public Health Service, experimental programs
in health services delivery have been developed by the Office of Economic
Opportunity. Their inclusion in this component would take advantage of
the experience of these programs and help make the total health care
system more effective.
Elements of the Health Services component would includebasic
research and development activities of the National Institutes of
Health; nonenforcement programs for drug abuse control of the D~ug Abuse
Treatment, Education and Research Administration, recommended in our
Memorandum for the President of June 25, 1970; regulatory activities of
the Food and Drug Administration against public health hazards in foods,
drugs and other substances; and services for physical and mental health
care and prevention. The integration of these programs would provide
the opportunity to create a national preventive health care system.
The focus of this component would be narrowed somewhat by the
proposed reassignment of health facilities construction programs to
the Department of Community Development, while health manpower training
programs would be transferred to the education and manpower component
of this Department. Th~s narrower focus should improve accountability
for the primary missions of health research and care services.
Income Maintenance and Security
This component would include Federal programs for income maintenance.
It would incorporate programs currently administered by the Social
Security Administration, the Unemployment Insurance Service, the Bureau
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of Employees’ Compensation, the Food and Nutrition Service, the
Railroad Retirement Board, the Civil Service Retirement and Disability
Fund and the proposed Family Assistance Plan.
This combination of programs in a single organizational entity
would make possible the development of a variety of income strategies to
be administered in concert with current service strategy programs
which would also be located in this Department.
Education and Manpower
This component would include most of the Federal education and
manpower training grant programs. Grouping education with manpower
development programs is based on the close relationship of these
functions in achieving the National goals of full employment and an
educated citizenry. Experience of the last decade has verified
dramatically the need for basic, remedial and vocational education
in manpower development, and the inherent operating difficulties in
having responsibility for these functions in two different departments.
Programs of vocational education, vocational rehabilitation, the
Job Corps, the specialized manpower training systems of the U.S. Training and Employment Service, training in the professional fields and
the activities of the Office of Education would be combined within
this component. This would allow for the development of a variety of
strategies which combine programs as needed and can be directed at
specific groups of recipients.
Social and Rehabilitation Services
This component would provide resources to Federal, State and local
institutions to help families and individuals overcome problems which
prevent their normal functioning in society. This component would include programs and services assisting youths, juveniles, the family and
the aging such as: child development, child welfare services, juvenile
delinquency prevention and control, family rehabilitation, family
planning, youth opportunities, and senior opportunities. These programs
are presently located in the Departments of Labor; Health, Education,
and Welfare; and the Office of Economic Opportunity.

Major Program Shifts
The major.program transfers that would be required to establish
the proposed Department of Human Resources are:
From the Department of Kealt5~ Educatfop~ and ~elfare
Office of Education*
Social Security Administration
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Social and Rehabilitation Service*
National Institutes of Health*
Health Services and Mental Health Administration*
Food and Drug Administration
Elements of the Environmental Health Services
* - Less construction of public facilities

From the Office of Economic Opportunity
Health and nutrition programs
Indian and migrant programs
Programs for manpower training and development
delegated to the Department of Labor
Programs delegated to the Department of Health
Education, and Welfare: Head Start and
Follow Through

From the Department of Justice
Office of Science and Drug Abuse Prevention
Narcotic Addict Rehabilitation Act Unit

From the Department of Agriculture
Food and Nutrition Service

From the Department of Labor
Manpower Administration
Bureau of Employees’ Compensation

From the Railroad Retirement Board
Entire Board
From the Civil Service Retirement and Disabil, ity Fund
EntireFund
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Conclusion
The fragmentation and functional alignment of programs providing
assistance to individuals reflects an organizational philosophy which
leaves the Government ill-equipped to meet the challenges of the
presentand to achieve its long range purposes. In our view, the need
to provide assistance to individuals and families, tailored to meet
their needs, requires that all programs which deliver such services
be located in one organization. Without an organizational framework
that gives management access to all the programs which are intended to
better the Well-being of people, progress toward that goal will be
slow. Reorganizationis a prerequisite to progress even if objectives
are established, officials are dedicated and resources are adequate.
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APPENDIX 3
THE DEPARTMENT OF COMMUNITY DEVELOPMENT

"Vast areas of rural America have been
emptied of people and promise, while
our central cities have become the
most conspicuous areas of failure in
American life."~/

Viable communities are necessary for national stability and for the
well-being of the citizens who inhabit them. Today, the complex social
and physical problems facing many of our communities threaten their viability. It is our belief that providing the assistance needed by State
and local governments to address these problems and their causes is a
fundamental purpose of the Federal Government. Therefore, we have recommended the creation of a Department of Community Development organized
for this purpose. The Department would be based on a broad concept of
community development.
It would, for the first time, bring into perspective the interrelatedness of rural, suburban and urban problems. In addition, it would
administer the programs and services necessary to assist a community as
a whole, recognizing the close relationship between its physical and
social needs.
The Challenge
Among the conditions that warrant establishing a new Department of
Community Development are:
The steady movement of people from rural to urban
areas and from central cities to suburban clusters
over the past few decades resulting i~ social instability;
The disorderly, costly and socially undesirable
patterns of metropolitan development and land use;
The inability of physical facilities to adequately
serve large numbers of new urban and suburban
dwellers;
The mismatch of community needs and tax revenues
occasioned by the movement of business, industry
and affluent population to suburbia;

President Nixon, State of the Union Message, January 1969.

97

The lag in development of community facilities in
rural areas;
The mounting shortage of decent housing; and
The barriers imposed on. the use of new technology
for community development by obsolete standards
and regulations.
These circumstances emphasize the need for more effective Federal
assistance to the Nation’s communities. They also indicate the broad
scope of community problems, and hence the advisability of delivering
Federal resources for community development through a rationally structured and comprehensive department.

The Current Federal Role and the Inadequacy of Present Organizational
Structure
One of the first major expressions of the broad Federal interest
in assisting the development of communities is found in the Housing Act
of 1949 which stated that:
The general welfare and security of the nation and the
health and living standards of its people require housing
production and related community development sufficient
to .
. the realization as soon as feasible of the goal
of a decent home and suitable living environment for
every American family.
We have not achieved this goal even though Federal programs should
hav~ had a significant influence on the direction and quality of community development. In our view, the reason is in part organizational.
Responsiblity for administering Federal community development programs is presently divided among three Departments -- Housing and Urban
Development, Agriculture and Health, Education, and Welfare -- and the
Office of Economic Opportunity.
The Federal Government’s role has grown from a relatively narrow concern with housing, to a broader interest in community facilities and organization. The Department of Housing and Urban Development, created in
1965, combined the Housing and Home Finance Agency, the Federal Housing
Administration and the Public Housing Administration. Its mission has
been expanded to emphasize more comprehensive approached to urban problems. Adding the Model Cities Program involved the Department in a
broader spectrum of community development acitivities.
The Department of Agriculture, through the Farmers Home Administration, provides assistance for the construction of rural housing and com-
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munity and recreational facilities. Less successful efforts have been
made to promote the development of rural communities.
New programs addressing issues of community organization in both
rural and urban locales were established under the authority of the
Economic Opportunity Act of 1964. These programs were designed as a new
approach to problems of community development. To this end, they attempted to link physical, social and economic resources -- both public
and private.
The Department of Health, Education, and Welfare provides assistance for construction of physical facilities, such as hospitals and
libraries, which are related to its functional missions.
The placement and differing approaches of these programs and services have prevented the structuring of a rational and comprehensive
Federal delivery system to provide development assistance. This fragmentation has:
Prevented the integration of related programs and
services at the community level;
Prevented the assignment of responsibility for
overall performance of Federal efforts;
Led to confusion among community officials as to
the appropriate source of assistance;
Maintained an unrealistic urban .and rural dichotomy in the development of National priorities
and policies;
Created friction at the local level due to competing
Federally sponsored community organizations;
Allowed Federal functional bureaucracies to distort
local priorities;
Resulted in jurisdictional competition and conflicts
in administration; and
Inhibited comprehensive planning at the local level
due to the disparate location of community development programs.
The Council’s Recommendation
The seriousness and scope of the problems that face our communities
today demand that the Federal Government improve its capability to provide
needed assistance. One factor which detracts from its performance in the
discharge of this responsibility is the lack of a comprehensive approach.

99

Therefore:
We recommend the formation of a Cabinet-level Department
of Community Development which would have both the perspective and the programs to provide assistance to communities
as a whole, tailored to their specific needs.
In our view a broad concept of community development, is necessary
if the Federal Government is to effectively carry out its purpose of
assisting in. the development and maintenance of viable communities.
While it might be analytically useful to separate rural, urban and suburban development, it is unrealistic to ignore the interrelatedness of the
problems caused by patterns of migration. The time is past when we can
afford to deal with urban and rural communities as distinct from each
other. Equally important is the recognition that the physical aspects
of communities are not separable from the total social and community
setting. In our view, this Department would include the programs necessary to provide comprehensive assistance toward the objective of a
liveable community setting for all citizens.
In order to fulfill this objective, the proposed Department of
Community Development would achieve its mission by:
Organizing programs for the physical development
of communities in a central place where local
chief executives would be able to utilize them
most effectively;
Operating a broad range of assistance programs
with a focus on the total community to overcome
the separate functional orientation that currently exists;
Providing a single location for integrating the
views of all participants to formulate policy
advice for the President;
Placing under a single accountable officer the
program resources and analytical capability
to improve performance in this area;
Developing comprehensive information systems to
support planning and budgeting and provide for
evaluation of results;
Providing information for the public, and for
State and local officials to develop an understanding of both policies and programs; and
Reducing the need for interagency coordination
and eliminating duplication.
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The Department of Community Development would include all of those
programs currently administered by the Department of Housing and Urban
Development; rural development and housing activities of the Department
of Agriculture; community programs of the Office of Economic Opportunity;
and facilities construction programs of the Department of Health, Education, and Welfare.
Thi~
resources
community
State and
tial bulk

consolidation would place under a single Department, the program
and analytical capacity to provide comprehensive delivery of
development programs and would simplify Federal relations with
local chief executives by providing in one place, the substanof community development programs.

Description of the Proposed Department
The proposed Department of Community Development would have three
major components:
Community Development
Housing
Metropolitan Development and Renewal
On the basis of FY 1970 budget authority, this Department would have a
budget of $5.8 billion.
Community Development
The Community Development component would consolidate programs
designed to stimulate neighborhood organization and economic development.
Under the Economic Opportunity Act of 1964, the Community Action Program
created a large number of Federally-funded projects, directed by local
Community Action Agencies which functioned independent of local governments.
These agencies, together with VISTA and the Special Impact Programs of
the Office of Economic Opportunity, were designed to involve enclaves of
poor citizens in the developmental and planning processes of their communities.
In 1966, the Model Cities Program established City Demonstration
Agencies in Model City areas. These agencies consist of citizen boards
directly linked to city governments. They are intended to mobilize
citizens and general purpose government to assist the economic development
and initiative of citizens.
Thus in Model City areas two Federally-funded and initiated agencies
are directed to similar ends through different orgaizational structures.
Placement of the Community Action and the Model Cities Programs in the
Community Development component would enable coordinated Federal effort
for community organization in urban locales.
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Greater emphasis for assisting community development in rural areas
should result from adding to the Community Development component the
following: the Rural Economic Opportunity Loan P¥ogram, now delegated
by the Office of Economic Opportunity to the Department of Agriculture,
together with some elements of the Extension Service (for example the
4-H clubs and homemaker services) and the Rural Community Development
Service from the Department of Agriculture. In conjunction with the
rural Community Action Agencies, these programs should coordinate to help
improve living conditions of the rural poor. The component should also
serve as a locus for new Federal programs directed at rural community
development.
Housing
All housing programs from the Department of Housing and Urban
Development and the housing activities of the Farmers Home Administration
in the Department of Agriculture would be merged in this component. The
combination of these programs should permit establishment of national
minimum standards for Federally assisted and Federally subsidized housing.
Disparity between urban and rural housing starts could be adjusted
within the framework of a National goal for housing by shifting Federal
assistance and inducements to different regions of the country. Merging
programs for housing production, management and finance should eliminate
problems of duplication and interagency coordination.
In the current structuring of Federal housing programs, the Farmers
Home Administration and the Federal Housing Administration offer similar
assistance. In urban and many suburban locales, the Federal Housing
Administration has complete jurisdiction, while rural areas are the
territory of the Farmers Home Administration. But in some areas--on the
fringe of urban and rural America--both agencies insure and give assistance
for housing construction.
The housing component would include all programs presently in the
Department of Housing and Urban Development for management of public
housing, subsidizing housing, tenant relations, community services and
the provision of technical assistance and training for personnel of local
housing authorities° It would also operate to make housing available
through providing capital and insurance programs. The Government National
Mortgage Association and the Federal Insurance Administration would be
involved in this effort.
Metropolitan Development and Renewal
The proposed regrouping of functions for metropolitan development
and renewal would serve as the focal point for the Department’s concern
with the physica! development of communities, the creation of new towns,
and the rehabilitation of deteriorating neighborhoods. Through the
processes of urban renewal and regional planning, this component will
provide most of the Federal programs available to local chief executives
for community planning and facility construction. Such a complement of
programs should recognize the imperative to have local governmental
officials determine their needs and priorities, rather than allowing
functional Federal bureaucrats to make these decisions.
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An additional program realignment to this end would transfer public
facility construction from the Department of Health, Education, and Welfare.
These include pr~ograms for construction of hospital and health care facilities, community mental health centers, public libraries and higher education academic facilities. Programs for water and sewer construction now
in the Department of Agriculture would be added to provide the most comprehensive array of community development programs possible without altering
the primary missions of other Federal departments. This linkage of programs
for public facilities construction, water and sewers, urban renewal and
metropolitan planning would greatly aid the effective performance of local
government officials in building sound communities.
Moving construction programs from the Department of Health, Education,
and Welfare and the Department of Agriculture to the Department of Community Development isdictat~ed by our proposal to change the federal perspective on community development from a functional to a comprehensive view.
Under the present system, for example, a community negotiates with the
Federal Government for hospital construction aid through the State agency
responsible for Federal health facility construction assistance. Federal
funds are allocated on the basis of a community’s need for a hospital and
its ability to raise the required matching funds.
A major difficulty with this system is the fact that a Federal allocation for health facility construc~ion is made unilaterally by the State
agency without consideration of the community construction priorities or
the comprehensive construction needs of the community.

Conclusion
The basic reason for proposing the Department of Community Development
is our firm belief that long-run solution to community problems require a
more focused and integrated effort, encompassing a broad view of community
development. We recognize, however, that setting priorities and~suring the
development of viable communities is the primary responsiblity of local
governments. Thus, even under the best of circumstances, the current needs
of our communities will not be solved immediately, nor should they be by
this Department alone. However, given a broad mission, existing Federal
programs, and a clear understanding of its need to work intimately with
State and local government~, the proposed Department of Community Development could help make strides toward solving community problems. Our ultimate goal is to aid those responsible to improve what is a deteriorating
community environment for many of our citizens.
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COMPONENTS OF THE PROPOSED
DEPARTMENT OF COMMUNITY DEVELOPMENT
AND
THEIR CURRENT ORGANIZATIONAL LOCATION

From the Department of ~Housing and Urban Development
Federal Housing Administration*
Government National Mortgage Association*
Office of Interstate Land Sales*
(*under program unit of Housing Production and
Mortgage Credit ~nd Federal Housing Administration)
Federal Insurance Administration
Metropolitan Planning and Development
Renewal and Housing Management
Model Cities
From the Department of Agriculture
Farmers Home Administration
Rural Community Development Service
Elements of the Extension Service: such as
4-H Clubs and homemaker services
From the Office of Economic Opportunity
Community Action Program
VISTA
Special Impact Programs
Rural economic opportunity loans delegated
to the Department of Agriculture
From the Department of Health~ Education~ and Welfare
Construction programs:
Health Facilities Construction - Diagnostic and
Treatment Centers (Hill-Burton)~
Health Facilities Construction - Hospitals and
Public Health Centers (Hill-Burton~
Health Facilities Construction - Long-term-Care
Facilities (Hill~Burton)l
Health Facilities Construction - Rehabilitation
Facilities (Hill-Burton),
Health Facilities Construction - Technical
Assistance (Hill-Burton)~
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Public Law 91-296 (modernization of hospital
facilities),
Indian Sanitation Facilities, Mental Health Construction of Community Mental Health Centers
Health Professions Facilities Construction,
Schools of Nursing-Facilities Construction,
Construction of Public Libraries,
Higher Education Academic Facilities Construction
- Interest Subsidization, Higher Education Academic
Facilities Construction - Public and Private Colleges
and Universities,
Higher Education Academic Facilities Construction Public Community Colleges and Technical Institutes;
School Assistance in Federally affected areas Construction, and Mental Retardation Community
Facilities Construction.
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APPENDIX 4
DEPARTMENT OF ECONOMIC GROWTH AND PRODUCTIVITY

We have concluded that the formation of a new Cabinet-level
Department of Economic Growth and Productivity with a clear mission
and responsibility for promoting balanced economic growth is essential
to the Nation.

The Challen~e
Economic growth is one of the most permanent, central and comprehensive concerns of our Nation. The rate and balance with which the
Nation’s economy grows in the years ahead will affect profoundly our
standard of living, our ability to meet social needs to improve the
quality of life and our position and influence in the world economy.
Because of the central importance of economic growth to all other
n~tional goals and the need for public awareness of this, we believe
that a continued and vigorous effort to promote balanced economic growth
is a matter which demands recognition as the primary mission of a Cabinet
agency.
Today we face critical challenges which underscore the need for this
new department. Among them are:
An inadequate rate of real growth would seriously impair
the ability to employ our labor force which is expected
to expand by 18.519iliion! by 1980 over the 1968 level
of 82.3 million; _
The need to balance the economic objectives of full
employment, productivity increases, price stability,
fair income distribution and growth;
The continuing transition of the economy from production of goods to provision of services. Between
1947 and 1969, there was an increase of 19 million
jobs in the service sector (of which 7 million were
in government at all levels), 6 million in industry,
and a decline of 4 million in agriculture. This
change in economic structure has resulted in declining
rates of aggregate productivity growth because the
service sector has experienced a slower annual increase
in productivity, as compared to the rest of the economy;
The rate of American economic growth has fallen behind
other industrialized nations of the world. Japan and

U.S. Department of Labor, Bureau of Labor Statistics, Monthly
Labor Review. February 1970.
Special data supplied by the Department of Labor, Bureau of Labor
Statistics.
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the European Economic Community continue to make impressive growth and productivity gains. If present
trends continue, it is reasonable to assume that during
the 1970’s the gap between American output per person
and Europe’s and Japan’s should substantially narrow;
Similarly, long-term trends indicate that our competitive
position in world trade is diminishing. Our share of Free
World exports to foreign markets has decreased from 24 percent in 1957 to 18 percent in 1969; and ~/
As the Nation moves to address its human, community and
environmental needs, one major point should be kept in
mind: economic growth defines the level of resources
within which our national goals must be achieved. Only
through strong economic growth will we produce the substantial resources to realize such goals established
by this and future Administrations.
The formulation and implementation of policy to meet these and
other ec onomic challenges of the 1970’s is a major purpose of government°
We must foster a responsible climate for private and public effort to
this end.
The President’s Task Force on Economic Growth reported on January 9,
1970, that: "A primary goal of public policy should be to raise the rate
of growth of potential output to the maximum by structural measures to
increase productivity throughout the economy." The President stated on
June 17, 1970, that "in order to achieve price stability, health growth
and a rising standard of living, we must find ways of restoring growth
to productivity."
Increases in productivity result from many factors. Among them
are: new technology, improvements in the skills of labor, capital,
improved management techniques, better labor-management relations,
accurate market and economic information, governmental regulatory and
administrative behavior and overcoming economic imbalances in the
economy. Government policy and operating programs play a critical
role regarding each of these factors.

The Current Federal Economic Role
Our National objectives -- social, economic, international -- in
a major sense depend upon the productive capacity and efficiency of
private enterprise. Its ability to improve productivity, compete in
world markets and maintain the financial strength to do this is of basic
importance to every citizen and his government.

Data
3--/

compiled by the Department of Commerce, Bureau of International
Commerce, from International Monetary Fund, International Financial
Statistics.
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Yet, the Federml Government has come to have an increasingly important array of activities and programs which influence the economy, and
responsibility has evolved to promote a consistently high level of employment and business activity without inflation. This is articulated
in the Employment Act of 1946 which declared that government should
’!use all practicable means . . . to promote maximum employment, production and purchasing power."
The Federal Government is an active shaper of today’s economy
through numerous promotional and regulatory activities, immense purchases
of goods and services, actions to stabilize the economy, tax policy, investment in technology, provision of social services and supervision of
our capital markets. The framework for the expansion of government
activity has been provided by the evolution of the United States from
an agrarian, fragmented society to an interdependent, urbanized and
industrialized one.
Today the three major elements of our economy -- business, agriculture, and labor -- are interrelated, highly organized and nationwide
in influence. Thus, the actions of each affect the others and are
critical to the overall attainment of national economic objectives.
Federal organizations have been created to balance such interests as
those of industry and agriculture, labor and management, domestic and
international business, and small and large enterprises. The need for
integrated policy formulation and implementation with regard to the
economic activities of government is a consequence of both the interdependence among elements of our economic system and the existence of
separate government organizations to carry out economic.programs.
The Troika and the Federal Reserve Board now function as the most
important economic policy advisory bodies concerned with overall macroeconomic policy. However, policy established at the Executive Office
level must be effectively carried out through operating agencies and
programs.
Over time, Executive Departments have been established to operate
programs providing services tailored to specific needs of principal sectors of our economy. It is inevitable that departments so structured,
as are Commerce, Labor and Agriculture, will reflect and continue to
stress their inherent differences, however anachronistic, and resist
recognizing the pervasive importance of their interdependency. Thus,
the Federal Government’s own ~tructure inhibits it from fulfilling its
mission, both domestically and internationally, as a responsible advocate
for the whole economy in which all interests constructively share. A
national economic policy that reflects the interrelationship of all
elements of the private and public sectors and a government structure
which also reflects that interrelationship is not only essential for
our domesti~ well-being but is critical to strengthening our position
~n the world economy.
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Inadequacy of the Present Organizational Structure
In reviewing the Executive Branch organization for economic activities, we have found two principal problems:
No Federal department is in a position to view each of
the major economic sectors from the perspective of the
whole economy; and
The lack of common management and accountability for
economic programs limits effectiveness in policy and
program implementation.
Three major special interest departments -- Labor, Commerce and
Agriculture -- and several independent agencies have only a partial view
of the national economy. Consequently, the President can hold no single
agency accountable for the operation of the Federal Government’s activities which implement economic policy for sustained and balanced growth.
The Department of Commerce is a federation of semi-autonomous bureaus
unrelated to a unifying mission, and as such has not fulfilled the expectations of some that it should have played a significant role in the
development and implementation of economic policy. Many view the Department as representing the interests of the business community. Even if
this were the case, the lack of authority to integrate other economic
interests would have made it impossible for this Department to carry
out the mandate we have described.
The Departments of Agriculture and Labor tend to represent the
interests of specific economic sectors and, in fact, were created to do
so. The Department of Agriculture has emphasized its concern for the
interests of agricultural producers an~ more recently, processors; while
the Department of Labor has tended to voice the interests of organized
labor.
Recent events, however, have shifted the focus of these two departments. Manpower development responsibilities have broadened the orientation of the Department of Labor. The Department of Agriculture has
extended its concern to all rural people, both farm and non-farm. However, even with these larger responsibilities, the Departments of Labor
and Agriculture have retained their clientele orientation and consequently their partisan view of an advocate. This narrow perspective
impedes the ability of these separate departments, as currently constituted,
to develop the comprehensive view necessary to make effective the government’s contribution to economic growth and productivity.
Fragmentation of economic programs and activities raises a number
of organizational problems:
It has made difficult the integration of related economic
activities, resulted in inconsistent policies and prevented
the development of broad economic policies for lagging regions;
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It has resulted in the creation of awkward interagency
mechanisms for coordinating interagency activity, with
jurisdictional competition, overlapping mandates, and
the inability to establish accountability persists;
It has precluded tradeoffs at the departmental level
and the settlement of conflicts below the level of the
President;
It has encouraged ties between private constituencies,
the departments, and Congressional interests which have
inhibiting coordinated planning, passage of comprehensive
legislation, and the implementation of Presidential policy
directives; and
It has led to the confusion of recipients, duplication
of effort and conflict in administration.
Several examples indicate the magnitude of these problems:
International Trade. Expanding foreign trade serves to
increase economic growth. Promotional activities in the
field of international trade are located in various
agencies which we specifically noted in our Memorandum for
the President of August 17, 1970. Export activities for
food and fiber products are located in the DeDartment of
a~riculture and in the Department of Commerce for other
industrial products. The State Department, in addition,
has commercial functions which assist businessmen overseas.
Other agencies such as the Tariff Commission have a
significant influence on our foreign commerce.
Economic Assistance and Development Functions. The Federal
Government has taken on increasing responsibility for
assuring that all regions and people share in our national
prosperity. The basic programs for assistance to small
business and minority enterprises are located in an
independent agency. The management and coordination
functions for minority enterprise are vested in the
Department of Commerce. Programs to assist low-income,
low-employment regions are located in the Economic
Development Administration, the Appalachian Regional
Commission, and the Title V Regional Commissions.
Data Services. Economic and social policy for maximum
effectiveness should be based on well-organized, accurate,
and objective data. The Census Bureau and the Office of
Business Economics (Commerce), the Bureau of Labor Statistics
(Labor), and the Economic Research and Statistical Reporting
Services (Agriculture) provide basic data with regard to
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the performance of the nation~l economy. In addition,
many of the regulatory agencies collect and publish data
about the performance of their respective industries.

The Council’s Recommendation
The growth, complexity, and importance of the interplay between the
essential elements of the modern world economy all demand a better integrated and more constructive government involvement in all aspects of
economic policy formulation and implementation. In our view, the development of a balanced and growing economy is a major and enduring purpose
around which operating programs affecting economic growth and productivity
should be organized.
We believe the establishment of a Cabinet-level Department of Economic
Growth and Productivity is the most effective way to group activities around
this common purpose. This would create a center of responsibility for stimulating balanced economic growth and achieving the necessary integration of
economic activities. Application of the organizational criteria discussed
in Appendix i pursuades us that this Department can effectively carry out
its overall mission by:
Providing advice to the President, in concert with other
economic advisors, on the formulation of national economic
policy;
Implementing a broad range ~of economic programs cutting
across traditional lines of interests to achieve overall
policy objectives;
Providing information for the public and other government
agencies to develop understanding of economic policy and
providing basic economic and demographic information
needed by both the private and public sectors;
Providing marketing and technological data, setting
standards, and developing promotional programs in the
interest of the overall economy;
Enhancing the opportunity for all f~ctors of production
to receive a fair share of economic growth;
Promoting economic development in lagging regions and
carrying out Federal programs which provide economic
assistance to minority and small business enterprises; and
Providing an integrated focus for Federal efforts to
promote international trade.
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The Department we propose would merge many units of the Departments
of Commerce, Agriculture and Labor, the Small Business Administration,
the U. S. Tariff Commission and other smaller activities. While we have not
proposed their inclusion, certain programs of the Department of Transportation
have a major impact on the economy and may be considered for incorporation
at some future date.
The need for a department concerned with the whole economy has become
increasingly apparent in recent years. The Price Task Force of 1964 recommended a Department of Economic Development which included Commerce, Labor,
OEO and the Small Business Administration. The Johnson Administration
attempted a merger of Labor and Commerce in 1967. The Heineman Task Force
of 1967 recommended a Department of Economic Affairs also including Labor
and Commerce. In addition, steps have been taken recently to establish a
more coordinated approach to deal with economic problems. The creation of
the Cabinet Committee on Economic Policy is such an example.
The new Department, once established, would have substantial program
resources and analytic capability. It would administer a significant number of important economic programs and also be the major Department responsible for collecting, analyzing and disseminating information fundamental
to the development of economic policy. Cbnsequently, this new Department
would be able to advise the President on a broad range of economic considerations relating to his responsibility for formulating economic policy. In
this role, the Secretary of the Department should be a member of the principal economic policy formulating units in the Executive Office of the
President.

We believe this new Department would fill a significant leadership
role in providing in-depth, long-range economic analysis and planning.
This activity is essential to the assessment of the long-term growth and
other economic characteristics that would result from various poli~y alternatives. The President’s Task Force on Economic Growth reported that
"...no agency in the Executive Branch of the Federal Government is formally
and explicitly responsible for continuous inquiry into issues of economic
growth and progress." Such responsibility would fall clearly within the
mandate of this new Department, and it would have sufficient resources to
devote rigorous efforts to such inquiries.
Independent regulatory agencies have a significant impact on the direction and pace of our economic, growth. If these agencies fail to recognize
their relationship to the National economy, it could handicap the effectiveness of National economic objectives. This new Department would be able
to provide information and consultation on a continuing basis, and thereby
assist regulatory bodies to evaluate their policies in the overall context
of the public interest.

There will always be considerable pressure to maintain special interest
oriented organizations in the government. But this does not, in our view,
outweigh the fact that structures so oriented increase both the time and the
cost of achieving the broad National objectives that are necessary to our
well-being.
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Description of the Proposed Department
The proposed department of Economic Growth and Productivity would include six main components:
Food and Commodities
°

Domestic and International Commerce

°

Labor Relations and Standards
Statistical Information

°

Science and Technology

°

Economic Development

On the basis of FY 1970 estimated budget authority, this Department would
have a budget in excess of $8.5 billion, approximately $5.2 billion of which
is accounted for by the Commodity Credit Corporation.
Food and Commodities
The principal feature of American agricultural policy has been income
maintenance through the price support and cropland reduction programs of the
Commodity Credit Corporation. These programs have significantly influenced
the rate of rural migration and the size and productivity of farm units.
Yet instability of the farm economy remains one of our most difficult problems.
In our view, this problem can only be solved within the broad framework
of policies affecting the whole of the economy. In addition, agricultural
policy has an important role to play in attaining overall economic growth
policy objectives and should therefore be formulated in this context.
For these reasons we recommend the transfer of the price support and
production stabilization programs to the new Department. The food and commodities component would include the Commodity Credit Corporation, the
Agriculture Stabilization and Conservation Service, the Federal Crop Insurance Corporation, the Export Marketing Service, parts of the Consumer and
Marketing Service and operations of the Soil Conservation Service, exclusive
of planning.

Domestic and International Commerce
Maintenance of a strong position in the world economy will provide the
United States with opportunities for economic growth. It is clearly in the
public interest that a better integrated effort be made in this field. The
Federal Government has numerous programs which provide both domestic and
international assistance to expand the economic potential of business and
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agriculture. Most of these programs are currently located in the Departments of Commerce, Agriculture, Treasury, State and the U. S. Tariff Commission.
Activities merged in this component include: provision of domestic
and international market information, analysis and technical assistance
to industry and agriculture, operation of trade expositions and commercial
exhibits in major overseas marketing areas, tariff analysis, regulation of
capital flow abroad, commercial attache functions, enforcement of antidumping provisions and the promotion of foreign travel to the United States.
The Tariff Commission should be transferred intact to the new Department, but we suggest that consideration be given to replacing ultimately
its collegial form by a single administrator.
Maintenance of our competitive position in the world economy involves
activities beyond those proposed for this Department, and close coordination
with the proposed Council on International Economic Policy would be necessary (see Memorandum for the President, August 17, 1970). Establishment
of the Department of Economic Growth and Productivity would provide a proper
framework for inclusion of other international trade activities at a later
date.

Labor Relations and Standards
Since 1913, when the Department of Commerce and Labor was separated into
two Departments, the relative strength of labor has greatly increased through
the use of administrative procedures and union activities. This position
has been formalized by new legislation, court decisions and widespread union
recognition. In our view, labor no longer needs a special interest department in order to achieve its legitimate aims. We believe that placing the
Government’s labor programs and services in a department oriented toward
a broad economic purpose would enhance the position of labor and hasten the
achievement of its objectives.
This component would include the labor-management relations, laborstandards, and international labor affairs functions now in the Department of
Labor. Transferring these activities to the new Department would allow labor
policy to be developed within a broader economic context. Business and labor
have many common interests and responsibilities, and there is a vast potential for constructive and cooperative action which can and should be encouraged by this new Department to the benefit of the total economy.

Statistical Information
This component would serve as a single focal point for economic statistical information and, as such, would improve the collection, analysis and
dissemination of data. It would also serve to integrate related data series
in some areas where the absence of integration now confuses economic analysis.
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The Joint Economic Committee of the Congress commented in August 1967 that
an integrated statistical system would provide "valuable information on
productivity, prices, and income..which might significantly improve econo- ¯
mic policy." In addition, duplication and inefficiency would be reduced
substantially.
Five units from the Departments of Agriculture, Commerce and Labor
would become the nucleus of this component: the Bureau of Labor Statistics,
the Bureau of the Census, the Office of Business Economics, the Statistical
Reporting Service and the Economic Research Service.

Science and Technology
This component would include most of the research and development activities of the Departments of Agriculture and Commerce: the Patent Office,
the National Technical Information Service, the National Bureau of Standards,
the Agricultural Research Service and the Extension Service. These activities focus on technological advancement and the development of new products
and processes.

Economic Development
This component would include the programs and services of the Small
Business Administration, the Economic Development Administration and the
Office of Minority Business Enterprise, as well as the investment and technical assistance activities of the Appalachian Regional Commission and
Title V Regional Commissions. (see Appendix 9)
Bringing together these programs would allow coordinated delivery of
economic assistance to depressed areas and would join for the first time,
the policy and operating functions for minority business enterprise activities.
The attached chart lists all the components of the proposed Department
and their current locations.

Conclusion
One principle underlying the early organization of Government for economic activities was that the interests of labor, business and agriculture
were substantially different, in fact at times antagonistic. Today, their
common interests far outweigh their differences. Similarly, the Government’s
own role now pervades the economy and requires the perspective of the common
rather than the separate interest of each sector.
The changing nature of the economy, the evolving role of Government and
the necessity of pursuing balanced and sustained economic growth point to
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the need for this new Department. Together with other Government participants, this Department should assist with its resources and knowledge, in
guiding the economy to grow without inflation or to overcome inflation’s
costly penalties when they have for any reason, become serious.
The economic challenges of the future cannot be met effectively by
the existing organizational arrangement for economic programs. We believe,
however, that the proposed Department would provide the opportunity to make
significant strides toward the achievement of our national economic objectives.
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PROPOSED COMPONENTS OF
THE DEPARTMENT OF ECONOMIC GROWTH ~ND PRODUCTIVITY
AND
THEIR CURRENT ORGANIZATIONAL LOCATION

From the Department of Commerce
Bureau of Domestic Commerce
Bureau of International Commerce
Office of Business Economics
Bureau of the Census
Economic Development Administration
Maritime Administration
Office of Minority Business Enterprise
Patent Office
National Bureau of Standards
U. S. Travel Service
National Technical Information Service
Office of Foreign Direct Investment
Regional Action Planning Commissions [Title V]
[All investment and technical assistance
activities exclusive of planning]
From the Department of Labor
Solicitor of Labor
Bureau of International Labor Affairs
Labor-Management Services Administration
Wage and Hour and Public Contracts Division
Office of Federal Contract Compliance
Women’s Bureau
Bureau of Labor Standards
Bureau of Labor Statistics
From the Department of Agriculture
Farmer Cooperative Service
Soil Conservation Service [All functions exclusive
of planning]
Commodity Exchange Authority
Consumer and Marketing Service
Packers and Stockyards Administration
Economic Research Service
Foreign Economic Development Service
Statistical Reporting Service
Agricultural Research Service
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From the Department of Agriculture, cont’d.
Cooperative State Research Service
Extension Service [Excluding elements in the
Department of Community Development]
National Agricultural Library
Commodity Credit Corporation
Agricultural ~Stabilization and Conservation Service
"
Export Marketing Service
Federal Crop Insurance Corporation
Foreign Agricultural Service
From the Small Business Administration
Entire Administration
From the U. S. Tariff Commission
Entire Commission
From the Federal Field Committee for Development in Alaska
All functions
From the Appalachian Re$ional Commission
All investment and technical assistance activities
exclusive of planning
From the Department of the Treasury
Functions relating to antidumping regulations
From the Department of State
Functions relating to commercial attaches
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APPENDIX 5
IMPROVING MANAGEMENT OF ~FEDERAL GRANT-IN-AID

Defects of the Grant-in-Aid Process
Among the most important influences affecting social programs, delivery
is the process through which funds are provided by the Federal Government to
State and local government~, public and private agencies.
Intergovernmental relations today are primarily financial. The ability
of the Federal Government to collect revenue vis-a-vis the States and cities
has increased the dependency of other levels of government on Federal grantin-aid.
Grants to State and local governments have increased from $2 billion in
1948 to over $20 billion in 1969. It is estimated that such grants will exceed $27 billion in i°971, accounting for about 18 percent of all State and
local revenues.
Federal domestic assistance programs include more than 1,000 cataloged
activities administered by 57 departments and agencies. The proliferation
of compartmentalized activities has presented the public with an unbalanced
and over-bureaucratized variety of special-purpose programs which have
increased the sense of frustration and lack of confidence in government’s
ability to respond effectively to needs.
Categorical grant programs are the primary mechanism for implementing,
at the local level,~the Federal Government’s percep~tion of national priorities
for social and economic programs. They are intended also to help State and
local governments meet specific demands that they are either unable for
financial reasons, or unwilling for political reasons to meet. Each program,
separately developed and responsive to a special set of interests, adds to
an unmanageable welter of requirements, limitations, and bureaucratic processes in the aggregate. Despite a long history of concern, grant programs,
up to now, have defied effective Presidential management.
The President’s August 1969 message on revenue sharing ~inted to the~
following consequences of the present grants process:
Overlapping programs at the State and local level;
Distortion of State and local budgets;
Increased administrative costs;
Program delay and uncertainty;
A decline in the authority and responsibility of chief
executives, as grants have become tied to functional.
bureaucracies; and
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Creation of new and frequently competitive State
and local governmental institutions.
From a managerial standpoint, the adverse impact of the Federal assistance system on State and local government may be summarized as follows:
Grant programs have specified local administering agencies and,
through a long history of "single state agency" requirements,
have led to the development of State and local bureaucracies
which are mirror images of Federal agencies or conversely have
encouraged and supported paragovernmental bodies;
Grant program requirements have encouraged the establishment
of relationships among fun~ctional specialists which bypass
chief executives;
A myriad of conflicting administrative and statutory requirements has distorted local administrative processes and
hampered coordinated local management; and
The great number of project-type grant programs coupled with
inadequate Federal information systems have led to confusion,
induced the creation of grantsmanship specialists, and left
small, less sophisticated communities with fewer opportunities
to obtain aid than are open to large communities.
These problemS reflect in large part the separate and varied matching
ratios, allocation formulas, eligibility requirements and financial processes rooted in Federal statutes and administrative regulations.
Another problem with regard to existing grant-in-aid programs is the
conflict and overlap of requirements for planning and planning organizations.
A recent study listed 81 Federal programs which require submission of plans
as a precondition for the receipt of Federal assistance, and 28 Federal
planning programs providing assistance to non-Federal instrumentalities for
various planning purposes. Approximately 40 program offices in ii departments and agencies were cited as administering planning requirements.
Grants are often made to organizations at the same level which do not
formally relate to each other although their purposes may be complementary
or overlapping. The rules under which grants are made may demand duplication of staffs and of effort, with a consequent drain on leadership and
-financial resources at the State and local levels.
Most authorities agree that there is no consistency in grant programs.
In fact, there is no Federal grant system. Programs which were started in
order to stimulate local activity continue to be supported, often at increasing
levels, after the objective has been attained or the activity should have
become self-sustaining. Often such programs hinder local development of
more comprehensive or higher priority activities.
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Efforts to Improve Grant Management
There have been numerous attempts since the mid-1960’s to rationalize
and improve elements of the grant system. Initiatives of the Office of Management and Budget in this regard have included:
Simplification and coordination of audit procedures;
o

Qoordination of water and sewer programs;
Establishment of coordinating committees;
Development of legislation to simplify administrative
procedures for the joint funding of projects;
Studies and recommendations for a consistent pattern
of boundaries and regional office locations for the
social program agencies;
Consultation with heads of State and local governments
in the development of Federal regulations, standards,
procedures, and guidelines;
Common principles for determining costs applicable to
grants and contracts with State and local governments; and
Preparation and issuance of a catalog of Federal domestic
assistance programs (in cooperation with the Office of
Economic OppDrtunity).

The degree of success of these and related efforts varies, but the basic
problems remain unsolved.
Two very important activities now under way under the Office of Management and Budget leadership offer additional promise. The first is the threeyear interagency Federal Assistance Review (FAR) program initiated by
Presidential directive in March 1969. The FAR effort is designed to simplify
grant p~ocesses and u1~log Federal aid delivery uhannels. The first annual
report lists encouraging accomplishments, but indicates that far more remains
to be done in the remaining two years.
Another important step dealing with problems of the assistance system is
Circular A-95, issued to implement the Intergovernmental Cooperation Act of
1968, and administered by the Office of Management and Budget.
This Circular establishes a "review and comment" process covering 49 Federal assistance programs. It affords governors and other State and local
officials the opportunity to review applications for Federal grants from their
jurisdictions and to consult with Federal agencies concerning the relationship
of Federal activities to local plans.
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The Circular also attempts to assure that special planning or development districts required by various Federal programs will have common or consistent boundaries with other Federally or locally established districts.
The concept behind the Circular is supported by State and local government officials. Their participation, while essentially voluntary, has been
improving. The evidence of strong commitment by Federal agencies is less
satisfactor~ and it is clear that only vigorous monitoring and prodding by
the Office of Management and Budget will produce measurable benefits.
Although there are mounting pressures for reform, the barriers of tradition, the power of functional specialists and professional interests, and
the compartmentalization of government organization and congressional committees remain formidable obstacles. Ad hoc efforts will not insure improvement in the grants process so long as~the underlying-structures and values of
the granting agencies remained unchanged.
The problem of overcoming inertia and opposition to grant-in-aid reform
is of sufficient magnitude to warrant a more visible and intensified effort
than presently exists. Management of the Federal. assistance system requires
initiative and continuity in applying and maintaining the pressure for improving the system. If, as currently structured, the incentives for improvement
are lacking in the Federal agencies, some progress can be made by establishing
improvement of the Federal Government’s grant process as a clear agency mission.
This will require assignment of organizational responsibility and visibility
for those charged with this mission. The support for such an activity must
come from the ~roadest possible clientele whose common interest is the strengthening of Federal pluralism in solving major domestic problems. Without a clear
focus of support and yardsticks with which to measure accomplishment, efforts
to reform the system will continue to be frustrated. The piecemeal accommodation to pressures from functional program managers and from organized groups
which have heretofore thwarted important system reforms will continue to prevail unless countervailing pressure to improve the system is made apparent.
The Council’s Views
While the preponderance of action must be taken by the agencies, it is
our view that the Office of Management and Budget would provide the necessary
leadership. In doing so it must accept a far larger responsibility in the
grant management process than has heretofore been the case.
Accordingly:

We recommend that the Office of Management and Budget
give special and continuing organizational recognition
within its structure to the mission of improving Federal
grants-management.
Organizations of the Office of Management and Budget would perform the
following functions:
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Set Federal grant ?oiLy guidelines, establish and monitor
process standards for Federal assistance programs, an~
install a government-wide clearance system for regulations
governing grant programs. (This clearance system would be
similar to those which have functioned for a long time in
the Office of Management and Budget for proposed legislation
and for agency questionnaire forms.
Evaluate the effectiveness of grant programs from the standpoint of their objectives and national priorities, as well as
timely consolidation of functional grants, changes in matching
ratios and distribution formulas.
Review proposed legislation for consistency with policies
governing grants-in-aid.
Provide continuing analysis of the financial impact of
Federal grants on State and local governments and on their
fiscal capacity.
Provide central information on the availability and nature
of grant funds.
Each of these functions is inherent, in our view, in the management functions
of the President and are fully in accord with our views expressed in previous
Memoranda to the President.
Assumption of broader responsibilities by the Office of Management and
Budget would:
Allow for a precise focus on the critical management problems
caused by the Federal grant system,i both for the Federal
agencies and for the recipients;
Provide for the evaluation of Federal grant programs;
Provide a visible and clearly responsible point for grant
management improvement and a staff with the mandate and the
authority to develop more uniform grant management regulations.
Provide an information center for State and local governments
seeking financial and related data concerning available funds;
Insure that grant management receives the full-time attention
merited by a $27 billion-a-year enterprise, rather than the
part-time activity of officials with other concerns; and
Provide governors, mayors and other officials with a point
of contact for general problems arising from thegrant-in-aid
system.
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In coming to this recommendation, we have considered but rejected an
expanded role for the Advisory Commission on Intergovernmental Relations.
With its present composition of 26 members representing the various levels
of government and the public, the Commission would continue to perform a
useful service in selecting and studying issues of major importance to the
Federal system, bringing the diverse points of view of its membership to
bear. It cannot, however, become an active management arm of the Executive
Branch.
We also considered broadening the role of the Office of Intergovernmen~al
Relations. In our-October 26, 1970, Memorandum on~ the Executive Office of the
President, we recommended transfer of the functions of the Office of Intergovernmental Relations to the Office of Management and Budget. We believe
these liaison functions to be an adjunct to, rather than a base for, the
complex grant process improvement function.
Another option we considered was the establishment of ~a grant process
standardization office in each department. While much progress is being
made by some agencies, notably the Department of Health, Education, and
Welfare, we believe that it would be unrealistic to expect that each agency
could overcome pressures from ~functional constituencies or that uniformity
among departments would be possible without Executive Office leadership. We
regard the strengthening of departmental grant management as imperative. It
is not an alternative, however, to placing the primary focus in the Executive
Office of ~he President where ~ione, the overall perspective exists to resolve
grant management problems.
In carrying out its g~a~t managemen.t improvement, the Office of ~anagement and Budget will require resources not now available to it. It will, to
be specific, need a significantly better informa~tion system, resources to
carry out grant program evaluation and authority to rationalize the boundaries
of planning districts required by Federal legislation.
Information Systems
The importance of information systems for Federal grant management
makes it especially appropriate to transfer the Federal Information Exchange
System (FIXES) of the Office of Economic Opportunity to the Office of Management and Budget. FIXES provides a reporting network on Federal spending for
program activities in specified geographic areas. This information system,
already a joint activity of OEO and OMB, covers all Federal domestic agencies
and programs. Improved access to grant information and other management data
by users would result from further development of this system in concert with
related Federal fiscal and management information systems.
Therefore:
We recommend that the Office of Economic Opportunity’s information Pr0gram~ including the Federal Information Exchange System,
(FIXES~.~-be ~ransferred to the Offiee of Management and Budget.
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Evaluation
One of the primary functions of the Office of Management and Budget is
"to develop more effective techniques for the evaluation of the impact of
governmental programs and the adequacy of governmental services." To give
real effect to this charter which covers the entire range of Federa~ programs,
the Office of Management and Budget requires additional staff. Domestic program evaluation is a government-wide function which was assigned to OEO before
the establishment of the Office of Management and Budget. It overlaps both
in intent and scope the evaluation responsibilities assigned to the Office
of Management and Budget. Significantly greater resources are available to
OEO than to the OMB to carry out this function. We believe that this function should be performed primarily by the OMB. Separation within the Executive Office of one of its most critical functions is unjustified. The
responsibility for evaluation of programs should be assigned as unambiguously as possible.
Therefore:
We recommend transfer of OEO’s responsibility for evaluation
of Federal social programs to the Office of Management and
Budget. We also recommend that the resources available to
the Office of Economic Opportunity to perform this function
be reallocated to the Office of Manasement and Budget.
Strengthenin$ Circular A-95
Circular A-95 was an important step in making possible the participation
of responsible State.and local government leadership in the grant process. We
believe, however, that the potential of Circular A-95 as a management tool has
not been fully realized. Expanding and strengthening the provisions of the
Circular would help in carrying out the Office of Management and Budget’s
proposed responsibility for grant-in-aid management..
In particular, our review of the unconscionable welter of multijurisdictional districts at the sub-state level has given us cause for
concern. The Federal Government has encouraged the development of multijurisdictional organizations to meet Federal requirements for functional
planning on a metropolitan or area-wide basis. Such organizations aresponsored and supported by the Departments of Transportation; Housing and Urban
Development; Justice; Health, Education, and Welfare; Commerce; Labor; Agriculture and the Office of Economic Opportunity. Each agency has its own
requirements in terms of organization, administration, and type of planning
it will support. We have not been able to inventory the total number of districts formed by these organizations in the country, but estimates range from
500 to 700 multi-jurisdictional districts inspired solely by purported Federal
requirements.
Circular A-95 requires that agencies consult with State and other Federal
agencies before designating a new local planning or development organization.
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The hope was that this consultation would assure common or consistent planning in local areas. The principal role of OMB specified by Circular A-95
is to review agency procedures for consultation. However, consistency in
boundary setting has not been the norm and an overlap of law enforcement
planning districts, health planning districts, Community Action Agencies,
Cooperative Area Manpower Planning Systems, Economic Development Districts
and others is readily observable. Nor is there a consistent pattern of
organization for sub-state districts. Staffing, board composition and
purposes vary according to the legislative requirements which the districts
were established to meet.
The apparent management problems are:

(1)

organizational redundancy placing heavy and unnecessary
demands on local officials whose jurisdictions may be
involved with a variety of districts working on
similar problems;

(2)

costly duplication of staffs;

(3)

inconsistent planning and administrative requirements; and

(4)

inherent instability of planning agencies which depend
on annual funding from program agencies.

As a first step in dealing with these problems:
We recommend that the Office of Management and Budget
be assigned clear authority to designateboth organizations and boundaries for local planning jurisdictions
required by Federal social and economic programs after
consultation with local officials and governors.
By vesting this authority in OMB, the problems associated with the lack
of common boundaries and duplications of staff would be minimized. As existing grants expire, Federal agencies would be required to fund only the designated organization for all sub-state planning. While the differing statutory
planning assistance requirements would remain, the lack of funding for undesignated organizations would provide a great incentive for consolidation ~in
order to accommodate the comprehensive planning efforts of the designated
organization.
The establishment of an institutional grant for sub-state districts in
conjunction with. the Executive Management Grant to State and cities discussed
in Appendix 8 merits further study. One advantage would be that competent
local planners, independent of functional grants for their financial support,
would be more objective in integrating functional plans into the more comprehensive plan for the area.
A less desirable alternative to our recommendation regarding the administration of A-95 would be the development of a legislative proposal creating
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a single Federal comprehensive planning requirement for all functional
programs to be administered by a single Federal agency and a common organization at the sub-state level. This alternative would require extensive
modification of present laws and would tend to make the planning process
less sensitive to functional requirements and local differences.
Implementation
Within normal budget and personnel constraints, OMB can.organize and
staff an intensified grant management activity without additional legislative authority. Transfers of functions from OEO, while possible througN
delegation, whould be considered in connection with the expiration of OEO’s
funding authority in 1971. Changes in A-95 can be effected by direction
the President. A study of the precise form of these changes and their compatibility with authorizing statutes of the various agencies would be conducted by the Office of Management and Budget.
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APPENDIX 6
THE LEGAL SERVICES PROGRAM

Backsround
The Legal Services program, is administered by the Office of Economic
Opportunity under the specific authority of the Economic Opportunity Act.
Its purpose is "... to further the cause of justice among persons living
in poverty" by providing advice, representation, counseling, education and
other appropriate legal services for the poor.
The program operates through grants to local, nonprofit legal services
corporations which have on their boards of directors representatives of
both the legal profession and the clientele served by the program. A
recent report showed 268 neighborhood offices staffed by 2,000 lawyers.
Appropriations for 1970 are $54 million.
The Legal Services Program is an attempt to extend the benefits of
the traditional adversary process to those who otherwise would not have
the ability to seek redress of their grievances within the framework of
our legal system. As such, the program has strong and continuing support
of its clients and Of the American Bar Association which has frequently
testified before Congress in behalf of the program.
Both the Advisory Commission on Civil Disorders and the Commission
on the Causes and Prevention of Violence supported expansion of the program to help make the legal system a more effective avenue through which
the poor might have their complaints adjudicated.
The President’s message on the reorganization of the Office of Economic
Opportunity of August ii, 1969, stated that:
The sluggishness of many institutions -- at all levels of
society -- in responding to the needs of individual citizens
is one of the central problems of our time. Disadvantaged
persons in particular must be assisted so that they fully
understand the lawful means of making their needs known and
having those needs met. This goal will be better served by
a separate Legal Services Program, one which can test new
approaches to this important challenge.
The Legal Se=vices Program, abetted by the suppgrt of law school
faculties and the organized bar, has opened a new field of urban law
and provided a new form of practice for lawyers.
Legal Services lawyers represent individuals in civil casesonly,.or
bring class action in matters affecting the poor as a group. Some of the
areas covered by the current caseload include:
Housing -- landlord~tenant relations, housing code enforcement,
public housing eligibility, evictions, relocation problems;

Consumers -- fraud, bankruptcy, garnishment;
Welfare -- eligibility standards, residency requirements,
regulations and practices under Federal assistance programs;
Domestic relations; and
Employment -- employee rights, discrimination.
The nature of some actions, particularly those which involve
challenges to administrative procedures or statutes often involves a
confrontation with established authority. Thus the program is not
free of cont.roversy.
With this in mind, it is our view that the continued development
of the Legal Services Program will depend to a large degree on the organizational arrangement under which this activity will be conducted.

The Office of Economic Opportunity as an Organizational Location
for Legal Services
The Office of Economic Opportunity provided an excellent location
for the initiation and maturing of the Legal Services Program. As part
of the Community Action Program, it was assured funding as it developed
a broad base of support and experimented with a variety of operating
techniques.
While the bulk of Legal Services cases concern domestic relations,
garnishment and landlord~tenant relations, the important class action
cases or actions in behalf of clients against Federal, State or local
government agencies have aroused public attention. These cases have
raised a difficult issue: should an agency whose program is sponsored
and funded by the Federal Government be permitted to undertake suits
against other units of government? Despite the program’s success in
forestalling Congressional attempts to limit its freedom of action, this
issue will remain a subject of political controversy so long as the Legal
Services Program remains in the Executive Branch.
A second problem concerns the retention of the Legal Services Program
in the Executive Office of the President. In our Memorandum for the President of October 26, 1970, we recommended that operating programs of the
Executive Office of the President be transferred to appropriate operating
agencies of the Executive Branch. In this Memorandum, we recommend placing
all other operating programs of the Office of Economic Opportunity within
either the proposed Departments of Human Resources or Community Development.
The proposed transfer of these programs breaks the organizational tie
between the Legal Services Program and other programs offering
specialized services to the poor.
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Retention of this one operating program within the Executive Office
of the President would be inconsistent with the concepts discussed in our
Memorandum of October 26, 1970, on the Executive Office of the President.
As important, it would leave in the President’s hands the need to resolve
those controversies which the Legal Services Program may generate and
which~ by the nature of how they arose, are better left to the courts.

Other Organizational Alternatives
In examining alternative organizational locations for the Legal
Services Program, we considered how well each would meet the criteria
that we believe are necessary for the continued success of the program.
These criteria are:
o

Maintenance of high professional standards;
Broad participation and support of the legal profession;
Responsiveness to the client group;
Ability to attract competent lawyers;
Maintenance of attorney-client relationship;
Avoidance of conflict of interest by separating the roles
of the parties in the adversary process; and
Visibility, to assist in reducing levels of
social tension in society.

One alternative considered was the transfer of the Legal Services
Program to either the proposed Department of Human Resources or the
Department of Community Development. Such a transfer would parallel
our recommendations for transfer of other Office of Economic Opportunity
operating programs.
We believe, however, that subordination of this program within a
line department, would reduce its visibility and hence its symbolic
importance. Furthermore, it would place within the Departments, a program funding lawyers whose caseload would at times involve suits against
agencies within the same department. This we view as a conflict of
interest that would inhibit the proper functioning of theprogram. Also,
within either department, the objectives of the Legal Services Program
could become subordinated to the mission of that department.
A second alternative .considered was the transfer of the program to
the Department of Justice. This location would place the program within
a larger legal context and might encourage increased involvement of the
legal profession in the program. However, the conflict of interest problems arising in cases between Federal agencies and clients of attorneys
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in the program.would be substantial. The Department of Justice is
Couns~l to the Executive Branch and would in most instances represent
the Federal agency in such cases. To have the attorneys for both sides
funded by the same department and ultimately r~porting to the same Cabinet
member would create real or apparent conflicts Of interest that could
severely impair the effectiveness of the program and raise serious
questions as to the fairness of the system.
Another alternative considered was the creation of an Office of
Public Advocate within the Federal Judiciary. This alternative was
rejected for two reasons. First, such an arrangement would create at
least the appearance of a special relationship between the courts and a
particular client group, thus giving rise to questions of partiality by
the courts. Secondly, an important distinction should be made between
a system which provides for representation of clients in cases before
the courts such as the Public Defender system and the more active assistance provided by Legal Services attorneys on a broad range of social
issues. This latter role, in our view, is incompatible with the passive
responsibilities of the judiciary.

The Council’s View
We have concluded that achievement of the objectives of the Legal
Services Program will be served best by granting the program independent
status.
Accordingly:
We recommend the transfer of the Legal Services Program
to a nonprofit corporation chartered by Congress.
Given its nature and the circumstances at the time of its inception,
the Legal Services Program could not have succeeded without the strong
support and oversight of the Federal Government. While Government support
is still necessary, the need is not as strong today. The program has
generated considerable interest and support in the private sector. There
are.a growing number of law firms now devoting time and energy to this
field and law school curricula have been expanded to include course work
and supervised practice in the area.
The transfer of the Legal Services Program to a government corporation would be a step toward reprivatization of what has traditionally been
a function of the private sector. While it may well have been necessary
to give the program its start by placing it in a line operation of government, it should not become a permanent fixture there because legal representation of a special group should be viewed as a temporary role which
does not fit within the more permanent and established roles of government.
The function of providing for the protection of the legal rights of individuals should be, to the extent possible, kept outside of the political
system. There is an inherent conflict in having a political officer responsible for such a program.
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Granting corporate status to the Legal Services Program would remove
it one step from the political process, while at the same time, guaranteeing
the necessary government support. Equally important, such a move would
give the program greater visibility and in so doing, signal recognition of
the importance of the concept that all citizens should have the ability to
participate within our legal system.
We believe that this recommendation is consistent with the best interests of the program and its clients and with Administration policy.

Implementation
The Economic Opportunity Act provides that the authority for delegation
does not extend to the Legal Services Program. Therefore, any transfer of
the program would require legislation. The legislation to establish a public
corporation could be modeled on the amendments to the Communications Act of
1934 which establishedthe Public Broadcasting Corporation and should be
considered in connection with the Administration’s review of the Economic
Opportunity Act in 1971.
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APPENDIX 7
FEDERAL FIELD STRUCTURE AND AUTHORITY

There are three principal aspects to the effort to increase the responsiveness of and accountability for Federal social and economic program
operations in the field:
a more rational field structure for Federal agencies
which works in concert with State and local bodies;
a strengthened role for State and local government in
the Federal system; and
~

a simplified and more rational grant-in-aid process.

This appendix is concerned with the first; Appendices 5 and 8 deal
with the latter two.

Background
Executive Branch reorganization plans submitted over the past
30 years reflect a concern for the organizational location and structure
of Federal agencies in Washington but seldom have touched on the Federal
field offices. Over that same period, studies of Federal Government
organization recognized deficiencies in the field structure but recommendations were often lacking, and when made were almost never acted
upon. The critical importance of this issue did not emerge until the
outburst of domestic legislation in the mid-1960’s revealed the inability of the existing field structure to deal with the complexity of
Federal programs that required the concerted action of many agencies.
Efforts to achieve program coordination were ineffective. Flexibility
to respond to local conditions, and to policy changes was denied field
operations.
The 1967 Heineman Task Force Report recommended regional decentralization of’operating authority in domestic departments by:

(i)

Directing Cabinet Secretaries to unify operation in the
field under departmental regional executives of higher
rank and caliber who owe clear allegiance to department
heads and the President; and

(2)

Directing Cabinet Secretaries to decentralize maximum
authority for departmental program operations and
specific grant decisions to strengthened regional
executives .
.
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Others have supported the conclusion that the impact of structural
change in Washington will be minimal unless steps are taken to decentralize Federal decision making to the field and upgrade the top field
positions. Sundquist noted in Making Federalism Work, that "coordination at the regional level depends upon a reasonably uniform pattern
of decentralization of decision making to the Regions."
On March 27, 1969, in a memorandum to the heads of the Urban
Affairs Council agencies, the President stated:
I believe greater and more uniform decentralization of
Federal agencies is essential for streamlining our assistance to States and communities and for improved interagency
coordination. In addition, greater decentralization should
contribute to closer cooperation and coordination between
Federal agencies and State and local governments since
decision making will be closer to the non-Federal agencies
directly responsible for delivery of services . . . I
regard this undertaking as both urgent and important.
We have examined the field structure of the social and economical
program agencies. Ouranalysis concentra=ed on the relationships of these
structures to each other, to local governments and to their Washington
headquarters. We concur, in large part with previous studies as to the
existing problems.

The Character and Problems of the Current Field Structures
At present, the Federal Government administers social and economic
programs through approximately 160 separate lines of authority to the
field. There are 55 in the Department of Health, Education, and Welfare. The Department of Labor has 15. In the Department of Agriculture,
one agency alone -- the Consumer Marketing Service -- has 36; and the
Departmental total is 76. The Department of Commerce has 21. The
Department of Housing and Urban Development and the Small Business
Administration each have a single field structure, and the Office of
Economic Opportunity has 2.
These field structures contain various levels of offices ranging
from regional to local. The Department of Health, Education, and
Welfare, for example, has 6 levels; the Department of Labor, 5; and
the Department of Housing and Urban Development has 4. The number of
levels and the disparity in their operating authority complicates
resolution of program issues and frustrates cooperation within and
between departments at all levels.
A wide disparity exists between the percentage of high-level
positions in Washington and those in the field. In the more centralized departments, Labor and Health, Education, ~nd Welfare, for example,
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there are proportionately fewer of these positions in the field, compared with the more decentralized Small Business Administration and the
Office of Economic Opportunity. The table illustrates this point.

PERCENT OF TOTAL EMPLOYEES AND SUPERGRADE POSITIONS
LOCATED IN FIELD OFFICES
(As of January 1970)

Department
or Agency

Percent of Total
Employees in the .Field

Percent of Total
Supergrade Positions

HEW

57

HUD

71

20

Labor

48

0

OEO

49

23

SBA

78

26

This disparity has a marked effect on the authority and quality of the
leadership of field operations.
Attempts have been and are being made by the Executive Office of
the President and the Federal agencies to cope with the problems caused
by the diversity of structures and the differences in authority among
field offices.
The first effort to develop cohesion among the various agencies
was the creation of coordinating mechanisms in the field. Chief among
those are the Regional Interagency Coordinating Committees for the
Model Cities program, and the Federal Regional Councils. Other coordinating devices which involve State and local officials include the
Comprehensive AreaManpower System (CAMPS) and a host of Federally
inspired local institutions such as Community Action and City Demonstration Agencies.
A second effort is being conducted under the Federal Assistance
Review in response to the President’s directive of March 27, 1969.
This effort concentrates on simplifying the grant process and on decentralizing Federal decision making to the field. Progress has been
reported but in our view, a more fundamental change is required if
major improvements are to be obtained.
The Federal field structure is unnecessarily complex, and not
always able~to respond to administration policies. It is complex
and unresponsive in its design and not for want of good intentions.
The existing structure obscures accountability for program results.
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It disperses responsibility and authority in such a way as to make
Secretarial management difficult. The interagency coordination, which
Departmental structure makes necessary, is more difficultto bring
about because of the wide variations in agency arrangements for key
regional executives, staff and authority.
Implementation of our recommendations for interdepartmental reorganization would create the opportunity to simplify and make effective
the field structure. But, as others who have studied this problem have
noted, a change in the departmental structure is not, in itself, sufficient.
That change, we believe, must be accompanied by steps to:
consolidate Secretarial authority over the nearly
autonomous field structures;
decentralize funding decisions for grants; and
reinforce the Federal Regional Councils as the
principal field coordinating mechanism.

Consolidate Secretarial Authority
When program specialists in the field report directly to bureau
and office chiefs in Washington, the administrative generalist, particularly the Secretary, finds it difficult, if not impossible to exercise
effective control over agency operations. Supervisory relationships
which emphasize functional and professional backgrounds are traditional
in the Federal Government, but they have long caused tension between
professional groups and departmental management. If program execution
within Federal departments is to be effective, a clear line of authority
and feedback between the Secretary and the field is required.
The autonomy of separate activities has been particularly evident
in the Department of Health, Education, and Welfare, although the same
tendency is present in other departments. A unit managing a program of
limited purpose tends to maximize its own program without sufficient
sensitivity or responsiveness to overall departmental perspectives or
policy.
Specialized agencies tend to be responsive to the special interest
groups whose primary concerns are the welfare of their constituencies.
The Office of Education’s attempt to expand its field staffs in order
to deal more effectively with problems at the local level was blocked
by educational interests intent on keeping the Federal Government from
dealing more directly with local school systems. In the face of opposition from this constituency, the Office of Education’s plans were
cancelled.
To insure that the Department Secretary can manage effectively,
line authority for all departmental activities should run to him.

Regional Directors should be the Secretary’s representatives in the
field, appointed by and responsible to the Secretary. To accomplish
this:
We recommend that departmental Regional Directors have
line authority over all regional executives and their
programs. The line of delegation should be from the
Secretary to the Regional Director, who may then delegate
to ;he appropriate regional officials. The Regional
Directors should be appointed by the Secretar~, with the
approval of the President.

This recommendation would change the role of the Washington program offices from operating field programs to a staff role with responsibility for providing technical direction of the programs and advising
the Secretary on policy matters. We have illustrated this change in
the chart on the following page.

Decentralize Grant Approval Authority
Regional offices provide information to grantees on programs and
guidelines. They also stimulate interest, assist in application writing
and review applications. Final authority for committing funds for most
programs rests in Washington. Effective decentralization of authority
cannot be obtained if field officials cannot commit funds.
Centralized grant processing involves unnecessary delay and red
tape in project grant decisions. Federal review of urban renewal
grants, a notorious example of the difficulties, took an average of
three years from initial plan to approval. But delay is not the only
impact of centralization. Inundated by many specific operational
decisions, Washington officials are often diverted from their primary
functions of policy formulation, planning, evaluation and improving
management.
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It is likely that grant decisions at the regional level would be
made with greater understanding of local situations. Therefore:
We recommend that projec~ grant decision making and formula
grant plan approval be delegated to regional offices except for new programs for as long as it takes to establish
staff capability and program policy; research and demonstration programs; and programs where the number of cases
is sufficiently few to make.centralized decision making
more efficient.
Delegating authority to the Regional Directors will markedly affect the relationships in and among Federal agencies and with local
governments. Washington executives might be concerned that such a
significant shift of authority to the field would adversely affect the
quality and direction of activities they oversee. In our Memorandum
for the President, August 20, 1969, we stated that:
A President whose programs are well-designed; whose
organizational assignments are plainly set out; and
whose information system keeps him adequately informed and signals the need for Presidential attention, may delegate authority with security and confidence.
We believe this applicable to the heads of Federal agencies as well.
Decentralizing new responsibilities to regional offices will necessitate strengthening field staffs.
Centralization has often resulted in qualified Federal personnel
being attracted to Washington from the regional offices by the op.~rtunity for increased responsibility and promotions. If the disparity
in opportunity and reward between headquarters and field were to continue it would result in further lessening the quality of service
available to states and local communities. Therefore:
We recommend that staff capabilities at the regional level
be upgraded by gradually shifting staff from Washington,
increasing the number of supergrade positions in the field
and raising the quality and quantity of regional personn.el
training.

Reinforce the Federal Regional Councils
The third area of concern in the Federal field structure -- coordination -- has produced numerous administrative inventions, but few successes. The key issue is the difficulty inherent in having equals
attempting to coordinate. The intervention of a higher authority is
needed to resolve conflict or force cooperative action when it-is
needed.
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The most recent structural devices to coordinate Federal social
programs are the Federal Regional Councils. Created in 1968 by the
Bureau of the Budget and composed of the Regional Directors of the
Departments~of Health, Education, and Welfare; Housing and Urban Development; the Office of Economic Opportunity and the Regional Administrator of the Manpower Administration, the ten Regional Councils are
designed to effect interagency coordination.
The Regional Councils have no statutory power or authority and
have no funds to disburse. However, they do provide a medium for identifying and resolving conflicting agency policies and practices, and
developing joint operations. They are the most comprehensive mechanism seeking cooperation at the regional level. A weakness of the
Regional Councils is their lack of staff and leadership. The chairman,
elected from Council membership, assumes a procedural role. He is a
peer of the other members and has loyalties and responsibilities to
his own agency. Therefore:
We recommend that the Regional Councils be strengthened
by assigning a Washington-based official of the Office
of Management and Budget of high career rank =o serve each
Regional Gouncil. We recommend further, that provision
be made_for-a regionally-based st~ff for each Council
reporting to ~ chairman, to serve.as a liaison tc
State a~d~’~ocal governments and to carry out such tasks
as may be’assigned to them by the chairman.

The Washington-based Office of Management and Budget staff member
would be a persuader, a mediator and a force for common action. Issues
unresolved by the Regional Councils would be referred to the Office of
Management and Budget and to the individual agencies for negotiation at
the Washington level.
We examined but rejected the option of giving the Office of Management and Budget member full authority to resolve differences among agencies
in the Regional Councils. This degree of power would be inconsistent with
the authority vested in the departments.
To further strengthen the Councils:
We recommend tha= all coordinating activities in .each region
be brought under the supervision of the Regional Council as
the principal interagency coordinating entity.
This would include such entities as Regional Interagency Coordinating Committees and the Cooperative Area Manpower System.
The Federal field structure also includes 25 Federal Executive Boards
in large metropolitan areas. Started in 1961, these Boards are voluntary,
cooperative efforts with no budgets. They have been useful ~or sharing
information and local community relations.
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Therefore:
We recommend that the Federal Executive Boards be retained
as metropolitan coordinating mechanisms reporting to the
Chairmen of the Regional Councils.

145

APPENDIX 8
EXECUTIVE MANAGEMENT ASSISTANCE
The Problem of State and Local Executive Management
In exploring the effect of the grant-in-aid structure on State and
local governments, the Council concluded that despite the vast growth in
Federal assistance, the present grant process is weakening the Federal
system of shared responsibilities. The number of grant categories and
the increasing emphasis on grants awarded on a project-by-project basis
has diffuse’d the authority and, consequently, weakened the management
capability of the elected leadership of general purpose governments.
There are inevitable tensions between organizations necessarily
composed of specialized experts and local executive leadership concerned
with priority-setting and management of general government. The problems
have been compounded, however, through Federal intervention. Narrow categorization, reinforced by earmarked project grants, has fragmented programs
that should be comprehensive and has expanded the influence and control by
functional bureaucracies at various levels of government. This proces$
has eroded seriously the decision-making role of the chief executives of
general purpose governments.
As important, chief executives of State and loqal government~ in
coping with the array of Federally funded categorical programs, are
limited in their ability to set their own priorities and allocate staff
and dollar resources to implement them. For they must overcome not only
the barriers of various conflicting statutory and administrative requirements, but they must contort locally determined needs to the Federally
established priorities reflected in funding levels.
In reviewing possibilities for reform, our basic objective has been to
strengthen the accountable chief executives of State and local governments,
thereby compensating for the current and probably continuing functional
emphasis of grant-in-aid programs.
Proposals for Reform
Key reform measures have already been proposed by the Administration
in legislation pertainin~ to revenue sharing, grant consolidation, manpower
training and family assistance. These proposals would remedy, in a major
way, fiscal and managerial imbalances in the present system. In particular,
the revised Family Assistance Act includes two important provisions aimed
at strengthening the role of chief executives. These would:

(1)

authorize governors to shift up to 20 percent of the funds
from one Department of Health, Education, and Welfare funded
program to another in order to better conform to their own
State and local needs and priorities; and

(2)

establish a project, grants program (Government Assistance
Program) to help improve the planning and management capacity
of chief executives at State and local levels.
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The Government Assistance Program would authorize the Secretary of
the Department of Health, Education, and Welfare to make project grants to
governors and elected chief executiVes of local governments for a variety
of management purposes, including ~omprehensive planning, relating to the
fields of health, educatioD and welfare. These grants, would be made on a
matching basis for three years, generally ranging from 75 percent Federal
funds in the first year to 50 percent in the third year.
We strongly endorse the concept implicit in both these proposals.
Based on our observations, however, we believe it desirable to expand the
coverage contemplated in the Government Assistance Program to other Federally aided activities and we propose, therefore, that an Executive
Management Grant Program be substituted which would be more flexible
than the pending proposal.
The need for improving the management capacity and the authority to
manage State and local government extends acrQss the entire range of
Fed~rally assisted activities. These problems of State chief executives
are not limited to health, education and welfare. All States and larg.e
communities need the kind of help which a formula distribution of funds
would provide, rather than the project-by-project review proposed for the
Government Assistance Program. Project grants contain all the traditional
problems associated with Federal guidelines and approval processes.
The support of high level management, particularly at the State level,
through formula grants for that purpose would replace the various planning
grant programs of HUD, such as the "701" program, the Regional Commission
planning grants, the planning grants of the Economic Development Administration and the elements of other programs which are characterized as
comprehensive functional planning grants.
We have adopted a broad definition of executive management support
not merely to consolidate the various comprehensive planning grants, but
because we view the failure to reconcile priorities among governments as a
major impediment to the effectiveness of government at all levels. This
failure produces program imbalances and non-responsiveness to local needs -both we have found are major complaints of the critics of local government.
Comprehensive planning is the management process through which governments have attempted to cope with these problems. It includes such functions
as policy formulation, research, analysis and development, program direction,
coordination and evaluation. Each of these functions is needed to support
the executive management responsibilities of elected chief executives at
every level, just as they are needed by the President of the United States.
Although the Federal Government invests about $300 million in planning
assistance to State and local agencies, only a small portion is devoted to
comprehensive planning. Even the amounts available are granted on a project
or geographic basis and are neither broad enough in substance nor adequately
distributed in coverage to provide the support warranted by the deterioration
of the State chief executive’s ability to manage.
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The Office of Management and Budget’s Circular A-95 was intended to
prevent the bypassing of Governors and other chief executives in the grantin-aid process. This was attempted by providing them a review and comment
role and making them the clearinghouse for grant information. But these
roles do not attack the underlying deficiency which is the absence of the
management tools needed by governors which would expand the coverage and
enhance the quality of their views. One of the purposes of executive
management grants would be to support the State and local review by chief
executives of Federal assistance proposals. With these problems and
objectives in mind we recommend that:
Executive Management Grants be made to the States~ on a formula
basis,with an automatic pass-through provision as to a major
portion of each grant for cities and urban counties of over
75,000 population~ with discretion to each Governor to make
grants either to smaller general purpose units of government~
or to combinations of these governments. This grant program
would be administered through the Office of Management and
Budget.
We have recommended that these grants he administered through the
Office of Management and Budget with some trepidation. But we have concluded
that to insure that these general management funds are not tied to any operating program or agency no other organizational placement is appropriate.
The tendency to issue guidelines and regulations which draw comprehensive
grants closer to agency missions would be inevitable if this program were
assigned to an operating agency. It is exactly the opposite result that
is intended.
The provision for automatic pass-through to large urban units of
government, as well as smaller units at the discretion of the governor,
recognizes that with respect to rural counties and smaller cities, governors may desire to develop multi-jurisdictional arrangements which provide
improved services. The population limit of 75,000 is arbitrary, but similar
to that of a recent version of the Manpower Training Act.
In considering this proposal, we have been concerned with the traditional
congressional aversion to strengthening local political officials. Hence,
the method of distribution becomes a critical issue.
The formula for the distribution of these funds should be similar to that
proposed for the revenue-sharing measure, avoiding the pitfalls inherent in
the project grant system and the possible charges of political favoritism. An
alternative would be a set-aside within revenue-sharing allotments for use by
the governors. The formula pass-through serves to protect the interests of
the urban areas of the Nation. For less populated areas, it would put the
responsibility to support viable local government where it belongs, in the
State House.
The $30 million proposed in the Government Assistance Program, the
sums available in the HUD "701" program and the present appropriation for
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Regional Commission planning would provide an adequate initial investment
in Executive Management Grants. Exploration by the Office of Management
and Budget of other planning grants would yield additional amounts which
would be consolidated in the program we have proposed. We have no estimate
of probable demand for these funds but we note that $50 million represents
only one percent of the full amount planned for revenue sharing in its fifth
year. If this activity were pegged to revenue sharing, ~ larger set-aside
could be provided.
In our view, the implementation of this proposal would have a positive
impact well beyond its stated objective. For in consolidating in the hands
of each governor control of Federal planning assistance, we would at the
same time provide the resources to strengthen his management capability and
reduce the burgeoning control of State activities by functional bureaucracies.

Implementation
Legislation would be required to implement this recommendation. We
have not analyzed each of the planning grant programs to determine whether
all or part of each would be subsumed under general executive management
grants. Such a study would be undertaken by Office of Management and Budget
in connection with the development of legislation.
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APPENDIX 9
REGIONAL COMMISSIONS

Background
In the early 1960’s there was a growing national awareness that the
economies of certain regions were lagging behind the more prosperous parts
of the nation. These regions, thinly settled and dependent on declining
agriculture,, mining and lumber industries, had high rates of unemployment
and underemployment, low incomes and declining population. Although public
welfare expenditures were consequently substantial, the regions received
less than a proportionate share of Federal expenditures. Appalachia in
1965 with 9.2 percent of the nation’s population received 7.7 percent of
Federal grant-in-aid expenditures.
In 1960, Governors of the Appalachian states formed the Conference of
Appalachian Governors. At their request in 1963, the President appointed
the President’s Appalachian Regional Commission, made up of state and Federal
representatives. The Commission’s report in 1964 led to enactment of the
Appalachian Regional Development Act of 1965.
To counter the arguments of preferential treatment for Appalachia and
because other regions of the country were experiencing similar economic
distress, the Public Works and Economic Development Act of 1965 provided,
under Title V, for Regional Commissions elsewhere in the country. Unlike
Appalachia where boundaries were established in the statute, the Secretary
of Commerce was authorized to define boundaries for Title V Commissions.
Unlike the Title V Commissions, the .Appalachian Regional Commission is
an independent agency which has been relatively well funded and staffed.
Although its funds are earmarked by functional area, its appropriation in
1971 may approach $300 million. In contrast, the five Title V Regional
Commissions, located in the Department of Commerce, may receive collectively
less than $40 million, a sum which they may spend with greater discretion
than the Appalachian Commission enjoys.
The Regional Commissions include part or all of 30 states.
Appalachian Regional Commission - all or parts of the
States of: New York, Pennsylvania, Ohio, Maryland,
Kentucky, Tennessee, Virginia, North Carolina, South
Carolina, Georgia, Alabama, Mississippi and West Virginia.
Ozarks Regional Commission - parts of the States of:
Missouri, Arkansas, Kansas and Oklahoma.
Upper Great Lakes - parts of the States of: Michigan,
Minnesota and Wisconsin.
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Four Corners Regional Commission - all or parts of
the States of: Arizona, Colorado, New Mexico and Utah.
Costal Plains Regional Commission - parts of the states
of: Georgia, North Carolina and South Carolina.
New England Regional Commission - all of the States of
Maine, New Hampshire, Vermont, Massachusetts, Rhode
Island and Connecticut.
An estimated 40 million people live within the six Regional Commission
boundaries.
The internal structures of all six Regional Commissions are similar.
The Commissions are made up of the Governors of the member states and a
Federal Cochairman who has veto power over projects. Each state has a
veto over its own projects. Annual plans a~e prepaged 5y the CommiNsfbns’
staffs located in Washington, D.C., based on plans submitted by state staffs
and the Economic Development Administration’s Economic Development Districts.
The Regional Commissions are ostensibly a new organizational mechanism
relating the Federal Government to States and localities. They have been
compared to the Tennessee Valley Authority, but unlike the TVA, Regional
Commissions do not operate a program - rather they plan and coordinate among
states and transfer the resources appropriated to them to the approved
projects. Regional Commissions are neither the exclusive nor final authority
on economic development planning in their jurisdictions; rather the plans
and programs implemented through their efforts supplement a wide range of
existing state, private and other Federal efforts.
In reporting on the Appalachian Regional Development Act in 1965,
committees of both the House and Senate commented in identical language that
the institution being created was not meant to be permanent:
The objective of this bill is to provide a Federal investment
program that will assist Appalachia to better participate in
the nation’s economic growth. The Committee does not intend
to create an Appalachian program in perpetuity. It anticipates
that the benefits of this program will justify ending the
Federal Government’s special effort.*

In June 1971, the legislation will expire which authorizes funds for
the Title V Regional Commissions and the non-highway portion of the Appala~
chian Regional Commission.

* U.S. Senate Committee on Public Works, Report on t~e Appalachian Regional
Development Act of 1965, p. 25.
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Findings
There is no comprehensive evaluation of the economic impact of the
Federal investment in the Regional Commissions. In Appalachia some
economic indicators have shown improvement, but it is difficult to establish
a causal relationship between such improvement and Federally financed
activities. For the Title V Commissions, the Federal investment has been
so small that changes in the regional economy cannot be attributed to the
expenditures. As with most social programs, well defined goals which permit
objective, quantifiable analysis have not been developed.
This Council, however, based its conclusions not on the issue of
program effectiveness of the Regional Cor0missions, but on organizational
considerations. Our analysis of the Regional Commissions reveals significant
problems in their structure and programs.
The Commissions have not produced a regional approach
to economic development.
The Commissions are an unnecessary additional
administrative layer.
The Commissions tend to further fragment Federal
program responsibility.
As a partial offset to these, we have found that the Commissions do
provide a mechanism for funding state programs through the governors. This
permits the governors to exercise a degree of discretion over the allocation
of Federal funds which the current grant-in-aid process makes otherwise
difficult.
Lack of Regional Approach
Although the intent of the Commissions is to promote regional economic
development, with the exception of highway projects, few distinctively
regional programs have been undertaken. Very few projects affect two or
more states. Indeed we have found that few areas are susceptible to ~the
regional approach if the test to be applied is that the projedt must
significantly affect more than one state.
The plans of the Appalachian Regional Commission are essentially an
aggregation of separate state investment plans. Commission funds tend to
be divided among states according to formulas based on population or some
measure of need. There is little evidence that economic development
priorities, strategies or projects have been established on a regional
basis.
The planning of the Title V Commissions attempts a more comprehensive
regional approach. However, their political structure and their non~
operational character, result in projects that are almost exclusively
intrastate.
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The lack of planning and programming for multistate projects puts in
doubt the usefulness of the Regional Commissions except that they provide
an additional avenue for allocating Federal funds to specific geographical
areas. The program has the effect of increasing Federal funding to these
regions while bypassing the limitations of the distribution formulas,
matching requirements or the Federally designated character of the usual
grant process. It is not surprising that the program is attractive to
governors who find it a source of direct funding to states and localities,
bypassing both Federal grant regulations and State legislatures.

Additional Administrative Layer
The Regional Commissions take their place alongside existing Federal,
state and local administrative units. The Commissions are not a substitute
for Federal or State agencies but an addition to them. Federal agencies
with their own missions and programs have rarely been influenced by Regional
Commissions and continue to deal with functional State and local units in
traditional ways. Although the Commissions are intended to coordinate
economic development programs, they do not have the project review and
approval authority for all such programs necessary to perform effectively in
that role.
Nor are the Regional Commissions, as planning bodies, directly linked
to implementing agencies. The implementation of plans depends on a close
link between planning and operating agencies to insure that plans can be
modified to reflect operating experience and can be prepared to reflect the
totality of a State’s program. The Regional Commissions, therefore, are
appendages to the existing governmental structure with inadequate authority
to sustain their intended roles.
Fragmentation of Federal Program Responsibility
Tne economic development mission of the Regional Commissions duplicates
the mission of the Economic Development Administration. Both are aimed at
improving the economies of economically lagging areas.
As the attached map shows, many communities are eligible for both EDA
and Regional Commission assistance. Of 138 EDA Economic Development District~
64 are totally within Regional Commission boundaries with another 24 partially
within those boundaries.
At the national level, this duplication complicates budgeting and
administration. The existence of the Regional Commissions creates strong
pressures for increases in their budgets based on an advocates’view of an
appropriate rate of growth rather than on the value of the goals incorporated
in the region’s plan or development strategies. The Title V Commissions have
urged that Congress increase ~heir funding to provide equal amounts to that
provided Applachia. This would require added budget expenditures of over

$i billion.
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There are also proposals to establish additional Commissions. The
Senate Appropriations Committee has considered requiring the Secretary to
establish two new Commissions in the Upper Missouri and Mid-South areas.
These. proposals would, in our view, fragment further Federal responsibilities for regional development, compounding an already confused picture in
this area.
0rganizati6nal Alternatives
We have examined three organizational alternatives to deal with the
problems of Regional Commissions:
Retain the Regional Commissions with some structural
and policy changes.
Replace the Regional Commissions with ten commissions
whose boundaries coincide with those of the ten
Federal Administrative Regions.
Terminate the Regional Commissions and transfer their
economic development functions to the Economic
Development Administration.
In evaluating the alternatives the Council has kept in mind that the
original problem for which the Regional Commissions were an organizational
response -- the economic lag of certain regions -- is still a very real
problem.

Retain the Regional Commissions with some structural and policy
changes.
The Regional Commissions could be retained and strengthened. In
certain cases, boundaries could be expanded to include whole states in
order to include economically viable urban areas as part of a development
strategy. Commissions could be given planning review and approval
authority for all Federal programs in their regions, and directed to devise
development strategies that are regional in character.
This alternative assumes that multistate planning and coordination
may prove to be of value although the record to date makes this assumption
questionable. It would preserve existing institutional arrangements.
However, expanding regional boundaries would dilute the programs
since already scarce funds would be distributed over a wider area. Furthermore, strengthening the Regional Commissions would consolidate another
layer of administration in the Federal grant process. There is no evidence
that the benefits of a regional development approach would offset the costs
and delays such an added layer would entail.
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Enhanced Regional Commissions would expand the demand on the Federal
budget as plans are completed outlining regional needs. Geographic
competition would be stimulated as other parts of the country request
establishment of Regional Commissions. The duplication of programs now
present would be perpetuated. For these reasons we have rejected this
alternative.
Replace the Regional Commissions with ten Regional Economic
Development Commissions whose boundaries coincide with those
of the ten Federal Administrative Regions.
This alternative is similar to a proposal submitted by the Department
of Commerce to the Cabinet in January 1970. Regional Economic Development
Commissions would be modeled after the present Regional Commissions composed
of governors with a Federally appointed director.
This alternative would entail a basic change in the relationship
between Federal, state and local governments. If all Federal funds for
social programs were channeled through the Commissions, they could be
accurately termed a "fourth level" of government.
The new Commissions would significantly strengthen the governors of
states, while excluding state legislatures as well as sub-state governmental
units. The proposal raises the serious issue of the lack of accountability
of such a unit of government directly to an electorate. There is also
question as to its impact on the effectiveness of state and local governments.
Coordination of the activities of ten commissions would be required.
If the coordination function were assigned to a Departmen% its authority
would be greatly expanded at the expense of other Federal departments which
have the statutory responsibility and authority for implementing the specific
programs involved.
To avoid operating problems, the expanded Regional Commissions could be
limited to an advisory coordinating role with decision-making authority
retained by line agencies. The history of planning organizations having no
implementing powers and disassociated from operations suggests that they are
not worth the cost and effort. For these reasons we have also rejected this
alternative. We recommend the following alternative.
Terminate the Appalachian Re$ional Commission and the Title V
Regional Commissions and transfer their economic development
functions to the Economic Development Administration.
This alternative would correct the problems of overlap, avoid the
creation of an unnecessary layer of administration and clarify the organizational responsibility within the Federal Government for economic development of lagging regions. It would do so at some cost to the major
organizational accomplishment of Commissions, giving governors a partial
hold at least, on Federal funds used for economic development in their
states.

Termination of the Regional Commimmion~rould encounter strong
objections from governors and localities-presentlyreceiving funds under
the program. There are two principle issues involved:
(i)

the funding and

(2)

the role of the governors in the allocation process.

The funding issues could be met By earmarking in development activities
an equivalent amount of economic development funds for areas presently within
the Regional Commissions. Alternatively, a block grant, equivalent to the
amount states are presently receiving, could Be made to the governor for
allocation to areas now within Commission boundaries.
To meet the issue of the role of the governor~ the Economic Development Administration or its successors would have to develop a process which
would provide at a minimum, for direct consultation with governors. One
way of doing this would be to improve the state’s review process provided
for in OMB Circular A-95. This would enable governors to assume a more
significant role in advising EDA on action which might Be taken in their
states. Such improvement of the governors capability for planning and
management is the purpose of the Executive Management Grants recommended
in Appendix 8.
In our view, state-wide plans for economic development can be more
efficiently administered by the Economic Development Administration.
Redundancy would be eliminated and most important, responsibility for this
function would be assigned to one organization, the EDA~without the
amb±gui~y of responsibility inherent in the existence of competing organi~
zations. State-wide development planning would Be based on strategies
linking the more affluent parts of states within those lagging economicallyu
an approach not now possible in 23 of the 30 states where Regional Commission
boundaries to not encompass the entire state.
This Council believes that elimination of Regional Commissions would
not weaken interstate cooperation. The Federal Government should encourage
the negotiation of interstate compacts and interstate arrangements where
they appear desirable.

Implementation
Legislative authorization for funding the Title V Regional Commissions-,
the Economic Development Administration, and the non-highway portions of the
Appalachian Regional Commission expire in 1971. By not extending the
Regional Commission legislation they will terminate. The recommendations
with respect to broadening the role of the Economic Development Administration
and increasing state involvement should be specified in those l~gislative
proposals which will be required to extend the authorizations for that
program.
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