
"Mr. E. Re Benke was appointed as deputy administrator ,
in charge of branch office No . 8,located in Minneapolis, Minn . . . .'

"Under Benke's empire-building directions the branch offic e
grew by such leaps and bounds that soon there was no office space i n
the Win Cities large enough to house it q ' The VA took over Fort
Snelling, an old army post, the majority of which was erected ove r
100 years ago for army oavalry units, and which is spread ove r
several square miles . . . . It might be interesting to the Members o f
Congress to discover how many millions of dollars were spent in con -
verting barracks, stables, and warehouses into inadequate, inefficien t
office space . The plumbing, electrical wiring, heating plants, and
so forth, were obsolete and required the expenditures of tremendou s
sums of money for maintenance and repairs . The gas bill for heating
was over $12;000 in one month.' ►

I I I have on good authority that a sizable sum of money was
diverted by Mr . Benke from the purpose for which it was appropriated.
The Army turned the Army post hospital over to the VA hospital som e
time in 191,s6q The floors in'the corridors were in very bad shape ,
so a request for funds to repair these floors was submitted to th e
VA central office . The request was approved, and the budget author -
ity forwarded from central office to the branch office for dispersa l
to the Minneapolis hospital . Mr. Benke diverted these funds an d
used them to furnish 'his offices, assistants' offices, reception
room, and conference room, and to panel them in .beautiful mahogany.
You may look far to find another pet'of offices more lavish, but i t
was outright misuge of fundsq "

fl . . .There was a fire truck at the Minneapolis hospital ,
another at Fort Snelling; and a fire station at both installations *
The fire truck was taken away from the hospital and taken to For t
Snelling, a mile away . He built a new fire station out of an old
Army brig, large enough for two trucks, and charged the entire cost
to the hospital . This is quite a classy fire station ; $45,000 of
hospital funds being spent for its renovation . For a total of 14
fire fighters employed, 5 men on duty at one period, there are
glazed tile walls, terrazzo floors, 8 toilets, 8 wash bowls ; 6
urinals, and 4 shower baths .

'For cost-accounting purposes, the cost of work and repairs
and personnel salaries was supposed to be kept separate, hospita l
from branehq For examples in one short period there was three time s
as much painting done at Fort Snelling for just over $8,000 than was
done at the hQSpital for $~2 0 QQ0,
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"There are about 280 utility employees at Fort Snellin g
with about 150 charged to the hospital . I am reliably informed
there are not over 19 men working at the hospital and -the manage-
ment there has to fight to get things done . The Employees ar e
busy maintaining the grounds and homes at Fort Snelling, the gol f

•

	

course, swimming pool,, shooting range, and so forth, for the us e
of Fort Snelling top brass . "

Savings : Amount unspecified.

Source : Mr. Wier; Representative from Minnesota, Congressional
Recordz March .12, 1951, pp . 2365-2367 -

PERSONAL SERVICES

"The Veterans Administration, now employing nearly 200 ) 000,
uses manpower excessively and it has been my observation that it s
administrative costs could and should be reduced without impairmen t
of any services for veterans to whom the Government is obligated for
bona fide war-connected sacrifices, I suggest additional reduction s
in administrative costs and nonessential programs to the extent of . . .
$0.2 Aillion7. u

Savings : $200,000 0000 .

Sources Mr . Byrd, Senator from Virginia., Congressional Record,
February 5, 1951, P . 955 .

ADMINISTRATION, MEDICAL .. HOSPITAL, AND DOMIC1LIARr SERVICES

General .

"`Cie bill includes $875,163,335 for these activities ,

administration, medical., hospital, and domiciliary services which
s 65,201,1165 less than funds available for the current year, and a

reduction of yj119,6241 665 in the budget estimate . . . .The reduction in
the non-medidal program is attributable principally to the declinin g
load in the veterans' education and training program under Publi c
Law 316 . This reduction not only affects the Vocational Rehabili-
tation and Education Services whioh is primarily responsible for



administering this program,-but also lessens the work load in Ad -
ministrative and Finance Services . . . . "

Savings : $19,624 665 .

Source : Report of Committee on App r .opriattons, House of Repre -
sentatives i 82d Gong ., lst 5ess ., Inde endent Office s

w

	

A ro riation Bill 1952 0 p . 22 .

Medical, Hospital, and Domiciliary Services .

"As the building program continued, there were reports o f
high bed vacancies in Vae VA hospital .system . The end of the 1951
fiscal year (June 30) saw 23,888 empi ;y beds, The charge was made
in some quarters that VA was caring for fewer patients despite th e
fact it had completed and opened 16 new hospitals in the 1951 fisca l
period. The 18 new projects added 5,7145 beds to overall Capacity. "

Wastes Amount unspecified .
A

Source : Architectural Record$ Vol. 110, No . 3, September, 1951 ,
p o -

y

"Admiral Boone, there has been much criticism throughou t
the country, and by a good many veterans $ on the length of time
that veterans are permitted to stay in hospital s $ in those cities
and communities where you have veterans' hospitals operating . "

" . .•We have instances cited where veterans go to a hos-
pital and stay there for 2 or 3 weeks for a check-up that is perhaps
being performed in a civilian hospita l $ where they are paying thei r
own bill,, in less than 2 or 3 days * "

ti

	

Savings : Amount unspecified.

Sourcet Mr. Thomas, Representative from Texas, in Head
before the Subcommittee of the Committee on Appropri w
ations, House of Representatives, 82nd Conk ; ., ls t
Sess ., Independent Off oes A rp iation Bill for 195 2 0 ,
Fart 2, p. 1 2 q
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Non-medical Program, Administration, anderations .

" "The Veterans Administration has too many organizationa l

units . . .too many staff officers . . . too much turnover (42% annually )
among its 106,Ot)0 employes. For instances, the Hoover Commission
f ound :

"V.A . had one salaried employe-average salary
0,250--for every 30 veterans receiving major
benefits (exclusive of insurance) . That's a
mighty high ratio .

"One V .A . unit was found to have,24 supervisors
for 25 employes.

"In one section employing 142 insurance premium
review clerks, 62 had been employed less than
three months, whale only 26 had been there
longer than a year. Efficient operation i s
impossible under these conditions .

"The hopeless complexity of red tape is shown by the 88
•

		

manuals, 665 technical bulletins and over 400 circulars iseued to
cover instructions on method and procedure . The V•A9 manufacture s

complications . It expanded 2 basic saws of 9 pages into 994 pages
of printed instructions * 0

y

	

, .

"V.w s 15,432 insurance employes carried an
average work load of 450 policies each. In
private companies the comparable work load
was 1,762 policies per employe . Thus, 4 V•A.
employes were doing, the work of .., 1, in private
business t "

"The Hoover Commission found these shortcomings in V.A.' s
insurance operation :

w

Inadequate use of business machines

. Slowness in issuing converted policies, ~ n

u

	

calculating dividend s

• Inadequate inspection of claim s

. Inefficient handlingof premium records--
sometimes causing veteran policies to lapse
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. Serious delays in handling death claims .
V .A .'s average processing time was 80 days
(with many claims unpaid after a year) .
Private companies pay from 70 to 80 percen t
of similar claims within 15 days of receip t
of notice of death .

"Most of these problems still exist . 1t

Y

"Loose control over the quality and usefulness of veterans '
education has resulted in exorbitant tuition and fees -- and th e
mushroom growth of flyby-•night, , f schoola,' many questionable, som e
downright fraudulent . "

"Slow handling of subsistence payments under the V .A. edu-
cation and training program forced G.S.!s to quit school to earn a
living and , maintain their families .,,, On the other hand, many veterans
continued, to receive pay~,aents ,,,, after their schooling ended* U

11V.A . was never geared, in experience or training, to
enter the real estate financing fieldo" Varying standards in guar -
anteeing loans, inconsistencie .9and duplications in appraisals ,
have brought confusion in their relation to similar procedures o f
the Federal Housing Administration „~, .. .~~

"The veteran loan program has 'been conducted without
reference to its effect on the 'economy	 n

11 . . . some 4o federal medical systems Za-rje in operation ,
the largest of these within the Veterans Administration . This
situation makes for exter.sive waste and duplication in plant and
personnel, and for competition among services to drain off scarc e
medical and nursing skills and equipment .

"Hit-or-miss construction of hospitals for all federal
needs, the ignoring of medical advice in determining locations fo r
fullest use and most competent staffing,,,,lowers the quality o f
medical care for veterans . "

"For improved, speedier, and less costly service benefit s
to veterans, the Hoover Commission recommended s

Administration of medical care and hospitalizatio n
by a coordinated federal medical system in whic h
the V.A . would participate and continue the cer-
tification of veterans .



Construction of V . A. hospitals, under V .A.
supervision but by a central federal con-
struction agency (Interior Department) i n
conformance to the nation's medical needs .

. Consolidation of all insurance operation s
in a government corporation within the V .A .

Improved standards and supervision of the
G.I . education and training program, an d
the speeding up of processing of subsisteno e
allowances .

Consolidation of pensions retirement bene-
fitsp disability compensation, and guardian -
ships in a Veterans' Benefit Service .

. Administration of veterans' housing loans by
the Housing and Home Finance Agency, which
has long experience in this field . The V.A .
would continue to certify veterans' eligi-
bility for loans .

. Retention of absolute job preference for dis-
abled veterans--other veterans to receiv e
added civil service credits based on length
of military service . Establishing of a posi-
tive $ nationwide, job-recruiting program fo r
veterans in all federal agencies ." .

,Savings: Amount unspecified .

Source: Citizens Committee for the Hoover Reports Here's Ho w
We Can Get Better Service for Veterans - at Lower Costs
TUTY- 1 0

	

a pp . - ,

COMPENSATION AND PENSIONS

n . . .To correct instances mere disability payments go to
veterans who proved themselves capable of holding important and even
strenuous jobs $ the late Defense Secretary James Forrestal recom-
mended to Congress that recipients of such payments undergo nrw
medical examinations to qualify for the benefits they receive from
the government,"
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"Under today's conditions every expenditure must be justi-
fied--even those labeled Veterans cannot be pa$.Red as 'sacred' with-
out examination. The President in his Budget message makes the in- ,
teresting comment that 'Before many years, nearly all Vic po,)ulatiU n

•

	

may be veterans or the dependents of'veterans , t and he draws the con-
clusion that ' Therefore, in i a I s) .a',ion r?' ;racte~A~ ,'particularly to the
problems of servi^emen and

	

'should pr=ovide only '
fox those special and unique of-,edv wt0* c1Ai ii-iae dii1actly from 'railitazy
service .' Benefits uha .• meet- that tFs, . ' of the President c pp be
taken care of to the full este zv fa~.w 'p;°uv fed in the lar

	

This
will still leave large a~eas i± 'I~os J:. hl wan• .r:g in correcting and

	

;
adjusting the more f',.~+,r•1nt n~:~ ;as5' ;,ran .3t,s _"or other veterans and
dependentsry Sen,1•:,ur

	

rd ar e

	

a)..,,c pu :Zt out, the poss ibility
of savings throng}-, br:!,•i,< ^ Dp,ra . ion ^l

	

agen ^~,es . It appeara to
us that between. ti 0 1~

	

a ad q ~ Z usl~ .oaa . c ~ti .l.d be saved without
touching the serva.ce-• oa ected cased

	

om ,revisinn oS the . haws
may be required . ,

10

Savings : $x500,000 .) 000 61, '000so00,000 ,

Sources Committee on Federal Tax! Policy, Fin p ncin . Aefenset Can ' . .
Exile ldit.0 eJ 33 Re r:i;Ged!, New Yorl~~ 1~ l p• 21~0

777y
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'rWhat would be your comment on '; Mr . ' Hord being rated 100
percent disabled whin the hosp 'al records say 'tl6re had been little
change in his condition and when tre,,investigators went•~~down there and
Mr. Hord was in the shrimping boi esss sp hoe r-had made",18,000'"i

n the year before?"

"Do you think this committee would be justi. i'ed in ques-
tioning a situation where a man, a retired, captain~'1& drawing ;'30
percent, and it jiunps to 100 and there is evidence that the region- ,, ,
al manager .- .handled this case erso nal ly and, instead , of it going
to the rating board, that you Iegional manage went to the adjudi
Cation officer personally ., and you went to, .a m'igbei,~; .g f the ~,rat#v,,
board personally?"

Savings: Amount unspecified.

h

	

Sources Mr . Teagues Representative frim Texas, in Hearings be-
fore the house Select Committee to Investigate a L5uu_ca ,
tional, Training, and Loan Guaranty Programs under
0 . I•, Bill., House of Representatives j 82d Cong., hst
Bess ., . Investigation of Veterans' Educational. Program,
P . 734 .



RFADJUSTMENT BEKIW1TS

General.

"The comet #tee recommends 6861,640,000 for this purpose
. .

	

in 1952, which is. .4350,000,000 below the budget estimate . Since

conclusion of the bearm.nga on this item the Veterans Administration
has informed the subcommittee that . expenditures during Che current
year will be approximately 6200 8000,000 less than estimated! ori-
ginally when these estimates were prepared, due to a declining
trainee load in the education program, which has indicated a more
rapid decline than orleinally anticipated., . .the committee has ef-
fected a further reduction of 6150,000,000 in the 1952 estimate in
anticipation of a continuation of.the .decline in trainee load during
-the next fiscal year, . ..!'

Savingas 6350,Q00,000rt

Sources Report of Ccme<ittee on Appropriations # House of Repre.-Aentati eti82d ,Coon
19

tat Sesop p Ina ~deat Offices

~~ --:,
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Education and, Training.

" . :J0ne of the major changes that should be incorporate d
into aw new veterans' education law. should, be a revision in the
metbod of providlug boeka,.supplies and equipme q The preaen t
systems of fur fishing there in kind encourages waste, chiseling and ,,.,
inefficiency„ Oonai,der for i, .* m nt the costa of administration
alone of the present systems. The cooperating bookstore mapst have
extra alerkp to handle change, audit bills aad recapitulate their
'veterans' accounts. The college must maintain a staff to approve,
audit and police the•prooeduree The V,A . maintains a staff to ad-
vine, audit and finanoe ' The General Accounting Office must late r
provide auditors to go over the whole process again . All kinds of
petty graft 4p inequities, .errora and outright larcenies result1 Con-
trast this with a method that would pay' the veteran student, in

„

	

cash at the opening of a semester, an amount arrived at by a simple
formula based on his Number of uatte, bin major# and his clans! The

„saviage.
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Ceti .e mill i .ons :,, ~ .”
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Savings : Millions of dollars .

Source: Byron H. Atkinson, "Waltz Me Around Again Willie I
School and SocieZ Vol. 74, No. 1908, July , , 1951,
p~~•

" . . .We have one instance listed in this report, unde r
'University collects double tuition,' : and in that case we say one
eastern university, receiving the nonresident rate, decided to ne ^
gotiate the contracts providing for compensation based on the esti-
mated costs for teaching; personnel, supplies, and instruction .
However, this school was so successful with its dealings with th e
Veterans Administration that it was able to collect both the nego-
tiated hour rates and$ in addition, the customary fixed charge ,
which was the only charge made on students in the amount of tuition . "

Savings: Amount 'un,,pecified .

Sources Mr. Eckerts, Legislative Attorney, Office of the Con-
troller General, in Hearings before the House Select
Committee to Investigate=ducational, Training$ and
Loan Guaranty Programs under G. I. Bill House of
Representatives, 82d Conga lst Sess ., Lvesti ation
of Veterans' Educatignal Pro ram# p . 6616

Y

" . . .Well, now, we had testimony'here this morning tha t
one school submitted bills for tools for 65 and an identical school
teaching the same thing and the same type of tools being supplied ,
was submitting vouchers for U6.95,'and yet there was no one to
check the differentials no one ever seemed to have it occur to
them that here were two schools of identical nature $ supplying
tools,-one vouchering for $5 any} ,the other for . $16 .95• "

Savings-t . Amount unspecified.

Source: Mr. Evins, Representative from Tennessee, in Hearings
before the House Select Committee to Tnvestigate Edu-
cational, Training, and Loan Guaranty Programs unde r
Go L Bill, House of Representatives, 82d Cong. # lot
Seas , nvest~ a iQn of Ve erans' Educational Program s

~t 49"
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U1 In no event, will the extenstion authorized herein b e
applicable where a veteran interrupts training at any time prior t o
the end of a term, but authorization in such case shall .terminate
training status as of the date of interruption• )

.

	

.

	

.

	

.

	

.

"According to testimony of VA officials, this reversal of
policy was due to the administrative difficulty involved in keeping

, a personal record of each veteran, and in determining the exac t
date of the veteran's interruption or dis.conti,nuance, Since this
was usually a difficult process and the Veterans Administration con -
tinned to pay the veteran, not knowing of his interruption or dis -
continuance, many overpayments were created, the total, of which
amounted to almost $20Q,000,QOO . 1 1

Waste: $200,000,000 .

Source : Ninth Intermediate Report of the Committee on Expendi -
tures in the Executive Departments, House of Represen -
tatives, 81st Cong., 2d Sessp, Tngui into ~theeOOper-
ations of the Veterans Administration Leave Policy in

as
.4y[lu J P * !t *

Y

". . .An estimate of the cost of subsistence was made fo r
the school years 1947-48, 1918-49, and 1949-50 . This estimate in-
dicated that subsistence payments of $41,074,000 were made solel y
because of leave extensions after completion of courses and afte r
periods of enrollment, Veterans Administration officials charac-
terized this estimate as conservative . This figure does not include ,
the cost of giving leave to enrollees in institutions below the
college level, nor that of giving college students 15 days' leav e
when they attend only a single term, semester ; or summer session .
No attempt was made to estimate the expense to the Government o f
extending training status to the end of the month in which th e
veteran interrupted or discontinued .

ItIt seems reasonable to say that the figure cf $41,074 0000
may be an understatement of actual costu of the whole leave polic y
by as much as 50 percent."



Waste : Over 641,074 :000.

Source : Ninth Intermediate Report of the Committee on Expendi -
tures in the Executive Departments, House of Represen -
tatives, 81st Congo, 2d Sess ., Inquiry into the er -
ations of the Veterans Administration eave o icy in
Connection with the Furnisin of Educationa -tenefits
Un er u tic aw 346, as mended, 76 t-~oneres.June
e4 ; J.yuu, p>o Yo '

"Mr. Ferguson . . . .I have here another invoice dated June
131 1949, from the Grinding Corp . of America to the Franklin Meat
Cutting Institute . . . at 616 .95 a set, total price of 61,695, and
marked in handwriting, t Paid, Grinding Corp . of America, Albert A.
Monaco . . . . t "

"Mr. Monaco . Yes . This is one of our invoices .

"Mr. Ferguscn. Was that invoice made on the same basi s
that the other wash In other words, the set of tools was around $5
but they were invoiced at $16.95 a set? "

Savings : $11 .95 per set of tools .

r Source : Mr. Ferguson, Senator from Michigan, in Hea^ rLngs before
the House Select Committee to Investigate Educational ,
Training, and Loan Guaranty Programs under G . I. Bill,
House of Representatives, 82d Congo, 1st besp ., Inves-
tiga

.

tion of Veterans : Educational Programp p . 3 7 *
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"Granted that some of the dealings between schools an d
s

	

supply houses were perfectly legitimate business transaction s
others were somewhat akin to collusive practices . This resulte d
in the Government having to pay greater prices for trainee tool s
and supplies than it would have had to pay had all parties concerned
been interested in contributing to the training of veterans at the
lowest possible cost to the Government ; which in reality touches
upon all of us here by the fact we all maintain our Governmen t
through the payment of taxes .

"The evidence adduced concerning the formation of dummy
corporations ,, control of schools and supply houses by manufacturers ,
circumvention of the VA, requirement for competitive bidding in the
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purchase of tools, use of subsidiaries by manufacturers, and othe r
situations surrounding the purchase of tools would seem to be a
clear indication that a thorough overhauling of the entire syste m
is required . The blame can be parcelled among the schools, th e
jobbers, the manufacturer and the Veterans Administration, Which
of these groups merits the most severe condemnation must be deter -
mined in the :suture after a thorough, exhauL;Uve, acid :ripartial
study can be made. however, in our opinion, it is essential tha t
from here on forward the Government should not pay one cent more
for tools and equipment purchased in connection with the vocational
rehabilitation and education program than the rock-bottom price a t
which such tools are sold by manufacturers . When the Government ,
which is the sum total of all the people, are footing the bills ,
considerations of profit should be secondary. This should not be
taken to mean that a legitimate and normal profit, is not due to th e
school operators, but this profit shoulO come from the operation s
of the educational institution as such, not from the sale of essen-
tial supplies and equipment to the trainess, "

"I believe that our records show there are 56 schools i n
Texas operated by former Veterans Administration employees . Now,
certainly there is nothing wrong with that . But the point that we
do make here is that there are two men in the Veterans Administratio n
and a school is worked up to be approved and one of those men resign s
and goes out to running the school . We just do not believe it is
quite proper that a man assists in working up the school himself and
then resigns and starts operating that school . I have some specific „

`

	

cases that we would rather not name for different reasons, but i t
seems to me that someone in the Veterans Administration would hav e
recognized those names as being men who just rep~gned and that the n
you would question that contract .

11We know that some of those contracts appear to be a
little high. Did you people make any kind of a check in that way
as far as contracts being approved is concerned? The particular
one I am looking at at the moment does not come from Dallas, but w e
do have some from Dallas on that same thing . We have one from
Dallas where a brother was approving a brothers school and we know
that the wife of this brother was working in the school . What kind
of a check was made within the Veterans Administration to prohibi t
something of that nature? "

Savings : Amount unspecified .

Sources Mr. Teague, Representative from Texas in Hearings befor e
the Select Committee to Investigate Education-an d
Training Programsunder G,I . Bi.11p House of Representa -
tives 81st Cong, 2.a Sess ., Investigation of G,Z.
Schoo s~ pp . ?22-223, 355-356 .
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"This school made excessive charges to the Veterans Ad -
ministration for food used in its course of instruction, which foo d
was in turn served daily to the students and teachers at a teac h
ing meal . `these charges were made on consumable supplies but wer e
being paid for by the Veterans Administration, and in effect gav e
free meals to the students . This was a tremendous inducement t o
get students. The Veterans Administration is attempting an adjust -
ment in the amount of approximately '37p000 which was vouchered t o
the Veterans Administration representing tuition charges in exces s
of the school's customary charge . The school has overcharged fo r
veterans who withdrew,from training prior to the completion of the
courses l l

Waste: Approximately "$37,000 .

Soureet Mr . Teague, Representative from Texas, quoting repor t
of General Gray submitted to Congress in January ,
1950 in Hea~rin~s before the Select Committee to In-
vestigate Educations], and Training Programs under G. I.
Bill, House of Representatives $ 81st Cong . A 20 Besse) ,
Investigation of G. I . Schools i pe'508 e

Y
neeein one area in schools teaching watchmakingp in one

place they would get $50 for tools and in another place they would
get $75 and in other places going up to $250 for a set of tools .

"In your particular set-up, who should be the person who
would see that difference there and recognize it as there bein g
something wrong? "

Savings : Amount unspecified .

Source : Mr. Teague$ Representative from Texas $ in Hearings
before the House SeloatCommittee to Investigat e
Educational# Trainingo and Loan Guaranty Programs
under 01 1, Bills House of Representatives, 82d Conge ,
1$t Sees ## Invest3 tion of V to anal Educational
Pro ram, p
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"Abuses uncovered in a survey of hundreds of institution s
in seven scattered States are responsible for many projected change s

in the pattern of G. 1. assistance . General Accounting Office audi-
tors found that two-thirds of the schools they examined overcharge d
the Government . Some of the overcharges were careless mistakes ,
but others resulted from UIrreplar and apparently fraudulent prac-
tioes.'

' I A large Eastern university, for example, helped financ e
the construction of a swimming pool, a fine new stadium, and a
chapel as a result of 'the favorable outcome of our negotiations
with the Federal Government in regard to charges the universit y
might make to Veterans Administration students .' Two months after
putting that in writing, the president of the university asked VA
to increase tuition payments for veterans .

"A college jumped its nonresident fee for veterans from
$25 to $100 per quarter. The Government now is attempting to col -
lect overpayments to the school that the GAO figures at $340,00 0

"A State military institute was paid by both the Stat e
and the Federal Government for instructing veterans . Exces s
tuition was credited to .the students, paid to them upon graduation .

L

		

"Well-known colleges and universities apparently hav e
not been averse to gouging the Government on the expenses of edu-
cating Gl'e . ,

"Trade schools, it develops, have engaged in equally
questionable practices . The GAO checked up on 642 and found tha t
the Government made excessive payments to two out of three .

"Many of these schools were flyby-night institution s
organized to cash in on the veterans' aid program . Two-thirds o f
them never existed before the program began . Then they mushroomed
by thousands .

ItNearly 2 million veterans enrolled in the trade schools ,
for almost every conceivable type of training . Many of thes e
schools are credited with a commendable job of teaching veteran s
how to earn their livings as plumbers or radio repairmen for ex-
ample . Others, until the Government cracked down in 1946, taught
such things as personality development .

"A meatcutting school is accused of overcharging th e
'IN

	

Government x' 353,000 by juggling attendance re(oids and enrollmen t
dates, and by overcharging for tools . A watch-repair school, made
6237,000 by setting up a dummy corporation to buy tools and equip -
ment at a discount and sell them to the school at a much highe r
price. VA then was billed for the higher price .
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"A technical institute collected money for veterans no t
attending classes and for supplies also paid fpr by students an d
private customers .

"

		

' IA chain of 18 schools in Pennsylvania was found to hav e
charged the Government t498,Q00 illegally by misrepresenting costs ,
duplicating changes and using other devices . Owners of other trade-
school chains in the Wilkes-Barre area are under crii4nal indict-
ment on fraud charges ,

"Public schools below the college level have been gettin g
their share of Government payments for veteranso sometimes unde r
questionable circumstances .

"A school in a Southern city trained veterans as mason s
and carpenters, for example, by letting them build schools, remode l
classrooms, install lunchrooms . Some of the materials were charge d
to the veterans,, program. Veterans also renovated a church an d
erected buildings for veterans ) organizations, while VA paid sub-
si.stencu to them and tuition to their school .

"On-the-job-training.programe provide evidence of abuses
in educating veterans .

~•

		

"One company paid a veteran $340 a month while trainin g
him, but reported his salary as 5125, That enabled the veteran to
collect the maximum subsistence allowance from the Governmentp And
the veteran turned out to b0 training' for a job he had Tilled
successfully for 11 months .

"Another GI who had worked with a firm as assistan t
manager for 15 years completed two years of training on the job- ,"
for the position of assistant manager . A baker's son who ha d
worked in a bakery for three years signed up for a 271-month cours e
In baking .

"A State board of education hired a veteran to teach par t
time . VA let him enroll in his own class, paid him monthly subsis -
tence of $26,25 .

"Training on the farm bas been a source of easy money, i n
many instances for veterans who ai ready knew how to farm . One man
collected for on-the-farm training while a sharecropper ran th e
farm and he ran a grocery store . Another let a tenant operate th e
farm while he practiced law .

"A graduate of an agricultural college, who had taugh t
farming in high school for four yearspp signed up for farm training- -
in the same school where he had taught, This f e~ucati,op l cost the
Government $p O OOQ.
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"It all adds up to a vast program that still continue s
and still contains abuses . Millions of veterans have had a chanc e
to get an education, to establish themselves in business, in trad e
or on the farm. Yet, along with it, the taxpayers unknowingly hav e
been paying for swimming pools, personality development, doubl e
tuition, high profits on books and tools . "

Waste : Amount unspecified.

Source : "!More Billions for GI Sphoolingp" U. S . News and World
Report, Vol. XXXI, No t 9, August 1 ? 1951p pp . 0~ 1 .
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RFECONSTRUCTTON FINANCE CORPORATION

GENERAL

L

		

"Liquidation of the RFC lending activities would reduc e
Federal personnel by 3p000 ; it would save "$18,000,000 a year in ad -
ministrative costs, which could be used in the payment of the Coro-
poration's debts to the Federal Government .

"At the present time the United States Governmen t l s in-
vestment in the RFC totals more than 6800,000,00% nearly $400o 000,000
in interest-bearing notes, $i100,000pp000 in capital stock, nearly
$2,500,000 in reserves, more than $ 4 0000,000 in dividends payabl e
to the Treasurys and (;,250,000,000 in unreserve d ) undistributed sur-
plus of subsidiaries . In addition, the Corporation owes the Federal.
Treasury more than $5 9000,000 in accrued interest on notes . My bill
provides that all funds of the RFC should go to pay on the publi c
debt . Its other liabilities include some $35,000,000 in accounts
payable and miscellaneous liabilities in excess of $175~000s000. "

"In addition, my bill would transfer the operational ac -
tivities of the RFC to the Office of Defense Mobilization, which i s
under the direction of Mr . Charles E. Wilson, an eminent businessman ,
The defense production business loans, in which the RFC has only
perfunctory functions, are not involved in this legislation because
the functions have been delegated by the President and would require
only redelegation by Exequta.ve order."
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Savings : $18 j 000pooC a•year, plus in the short run, the amount o f

unmade loans and assets sold.

Sources Mr. Byrd, Senator from Virgini a ) Congressional Record
March 14 P 1951, p! 2457 .

.

"As for the future of the RFC, I think it should be give n
a decent burial, lock, stock, and barrel . I say this first becaus e
none of the conditions which prompted the creation of the RFC and
the various amendments to its powers exist today ; second Govern-
ment lending in competition with private business is not a proper
function under our free enterprise system . . . "

t1 ., .1 did notice in one of the Corporation's reports . . .an
item carried as loans for consolidation of debt . That sounds very much
like loans to pay creditors of the borrower which should not be a
function of the Corporation and, x am sureo was never intended by
the Congress . "

n . . .when it rthe Governmeng finances improvident busi-
ness it takes from the profits of competing businesp, gets no taxes
from the improvident, and loses on its loan .

"If the Congress is not willing to liquidate the Corpor "
ation, then I suggest that it close its 32 branches and only mak e
loans . . .in cooperation with banks and other financial institution s
which would make and administer the loans and carry a part'ueipatio n
in them of not less than 25 percent for their own accounts and I
would limit the RF C1 s participation in any loan to a few hundre d
thousand dollars ,

fr . . .This procedure would, greatly reduce its operating
expense. It could if it liked, maintain an agent at each Federa l
Reserve Bank or branch bank where it now has officss, to help work
out loans between banks and borrowers ., . . "

Savings : Amount unspecified.

Source ; . Letter from Mr . Jesse H. Jones, former Chairman of th e
'

	

Reconstruction Finance Corporation, to Mr . Fulbrtght ,
Senator from Arkansas, Congressional Record$ May 19
1951s pp. 4662, 4683 .

	

r
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n . . .the RFC has survived its usefu.Lness. I have intro -
duced a measure to abolish the RFC, Senate Joint Resolution 44 ,
What I propose is an orderly liquidation of this agency under th e
direction of the Secretary of the Treasury . . . . Similar measures hav e
been introduced by the distinguished Senator from Virginia (Mr .
Byrd) ,, Senate bill 1116, and by the distinguished Senator from Ohi o
(Mr. Brisker), Senate bill 1123 . There axe also similar bills fo r
the abolition of the 13FC pending; in the House. In my judgmento abo••
lition, not reorganization, is the sound approach to the problem, "

lt .••I think it is fair to say that today ample and abun-
dant evidence exists to justify the blanket assertion that waste an d
favoritism to individuals and enterprises hap characterized the di -
rect lending of the RFC. The FWC's public-lending activities hav e
always been, are now, and always will be, carried on in a politica l
atzosphere. No changes in the form of organization or in top -
management personnel can reach or correct this condition. So long
as the Government stays in the direct-lending business there will b e
those who are ready and willing to exert political pressure . This
pressure will bring about the making of unsound loans, and this wil l
be the case no matter which political party is in power.

"BAs the Senator from Virginia (Mr . Byrd) pointed out the
other day$ liquidation of the RFC's lending activities would reduc e
Federal personnel by 3,000; it would pave $x18,0003000 a year in ad-
ministrative costs, which could be used in the payment of the Cor+
poration's debts to the Federal Government."

Savingss $$8,000,000 a year, plus in the short run, the amount of
loans and assets sold .

Sources Mr. Kem, Senator from Missouri, Congressional Record ,
April 12, 1951 pp• 3830 0 3831 •

"Speaking strictly from a taxpayer's standpoint, what i s
the net result of the operations of the RFC s ;.nce the date of it s
organization up to the latest available date?'

,

I►The Corporation was organized on February 2 1. 1932, and
up to January 31, x.951, I find that, during this period, comprisin g
about 18 years, the Corporation has had from the Federal Treasury,
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including capital stock paid in, loans from the Federal Treasur y
acid appropriations by Congress, $25,81 21 283 2 226 . Of than amount ,
it has returned to the Treasury or accounted for by paying over t o
other Government agencies at the direction of the Congress, th e
amount of 013,167,820,291• "

11 6 . .In other words, if this Corporation were liquidated
and were considered as would be an ordinary business corporation ,
counting all the money that has gone into the Corporation, and the n
subtracting from that all the money which would be taken out of th e
Corporation, that instead of having a profit, as they boast, the y
would have a loss of approximately $12 0 250,000,000 . 1 =

" .I. am one who thinks the time has come when the Congres s
should get rid of this agency, or at least render an accurate ac -
counting to the American people for the money it has handled . . . . "

Savings : In the short run the amount of unmade loans and assets
sold.

R

	

Source ; Mr. Williams, Senator from Delaware, Congressional
Records April 5, 1951s pp. 3438, 3439 .

FINANCE, COMMERCE, AND INDUSTFff

"The Reconstruction Finance Corporation is one of our
greatest handout agencies . The Fulbright Committee investigating
the RFC is about to make public its report .

"This report lists numerous important loans made in com-
plete disregard of the public interest . "

.

	

.

	

.

	

.

	

.

"In one case the RFC loaned a Texas concern 300 thousand
dollars to buy eggs . This egg company's principal customer was the
government. So the government loans the money to buy the eggs to
be sold back to the government at a profit . . ., "

"Or take the case of Za` novelty pottery comps . . . .This
outfit grew cactus in rock gardens . It also sold mistle oe used
for getting-kJased purposes around Christmastime . The cactus and
mistletoe business flopped . The RFC got back less than 10 pe r
cent on its loan.
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"Or take the loan of Sam Evans, California's rattlesnak e
maestro. Sam got an RFC loan for a snake house . But the RFC argued
so long about the kind of house to build, all Sam' . snakes died .
We the taxpayers now own a snake farm - without any snakes .

"Or take the case of - no, this could go on all night .
Road the Fulbright report - it's loaded with these fascinatin g
stories. Only trouble with them - they're all true r

"When better financial ratholes are built the RFC wil l
beat a track to them . "

Waste : Amount unspecified.

Source : Broadcast trj Mr. Robert Montgomery, American Broadcast-
ing Company Network, February 1 0 1951s 9 :45 P .M.

TENNESSEE VALLEY AUTHORITY

APPROPRIATED FUNDS

"The ZAppropriation7 committee reduced the new appropr i
ation request to the very limited tune of five measly percentag e
points, to wit, $12,000 $000, on $248 1000,000 . "

"I have simply sought by this amendment to double the out~~` ;'~

	

'
to make it 10 percent, Bear in mind that you will be begged t o
beat this amendment on the ground of defenses that TVA needs all
this new power in the next 2 or 3 years for defense and defens e
only . There are two answers to that : First, even accepting the
figures of the TVA Commissioners $ the total power to be used in
1954 by Federal agencies is not over 33 percent and for the grea t
industrial corporations it is some thirty-odd percent, leaving a '
balance of some 30 or 40 percent for normal use of the resident s
of the District . That leaves a cushion, assuming the very wors t
that happens and a greatly expanded need for defense ; there is Mil l
a 40 percent cushion to fall back on .

"No . 2 : With great difficulty we got from the witnesse s
at the hearing, a Federal Power Commission estimate of what the
power situation would be in the entire Southeast early in 1954 based
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upon projected plants, further power construction and development ;
and there, if you will look at page 618 of the record, 'I believe it
is, you will see the statement wherein the Federal Power Commissio n
says that in 1954, including all the various systems with which the
TVA system is connected, the combined reserve may be as much as 15
percent . That means that if the Power Commission's estimate is soun d
and all of this construction work is completed there will still be a
margin of unneeded power of 15 percent . "

Savings : 0242000,000.

Source: Mr . Coudert, Represe.:tative from New York, Congressional
Record, May 4, 1951, PP• 5026 1 5027 .

FEDERAL CIVIL DEFrVSE ADMINISTRATION

GENERAL

"The committee recommends &65y255,000 for the Federal
Civil Defense Administration, a reduction of *469,745,000 in the
budget estimates . "

r

"The amount of f,2,515,000 was requested for research and
development . Testimony revealed that the contemplated projects are,
in the main, duplication of work being performed by other agencies
of the federal government . The committee therefore recommends
$200,000 to provide for the gathering of such research information
as may be currently available and adaptable to civil defense needs
and for some studies on the conversion of existing structures to
make them usable as protective shelters . "

"The committee is deleting the requests for equipment fo r
firefighting and warden services in the belief that the expenses for
these services should be borne by the states and municipalities .

"Funds are provided for the purchase of some equipment for
rescue vehicles . The committee is denying; the raqu ,,3st for motor
vehicles in the belief tAiat this charge may well bc, borne by the
local communities to the extent of their requirements and interest
in civil defense . 11
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"Procurement fund.--The committee has denied the request
of an additional 0,000,0 0 for a revolving fund to be utilized
for the procurement of materials and organizational, equipment . The
$P5s000,u00 previously appropriated should be sufficient to meet th e
needs of the Administration in this respect .

"Deer enc supplies .--The amount of $50,000,000 a reduc -
tion of $1.50,000,0 0, ~s reommended specifically for the purchas e
of medical supplies and equipment . No funds are being provided fo r
other activities requested in the estimate. The committee is de-
leting requests for welfare, engineering, and transportation seuvicep
in the belief that such localized requirements are properly charge-
able to states and municipalities• l !

"Protective facilities .-.The estimate of $$250,000,000 for
protective facilities is den e . Testimony received by the commit-
tee failed to disclose either a need for a shelter program as con -
templated by the estimates or adequate plans for the expenditure of the
funds . To date the state and local governments have appropriate d
only an infinitesimal amount for shelter construction . It is quite
probable that local and state governments will be inclined to tak e
more positive action with reference to providing adequate shelte r
facilities for their citizens when definite determination is mad e
as to what, from an engineering standpoint, can and cannot be don e
„with an existing structure to make it a safe shelter . It would
seem to the committee that not only this matter, but~the matter of
altering structures in progress should be pursued in cooperation
with `the States and municipalities * ”

Savings: 6469,745,000 .

Sources •Report of the Committee on Appropriation s l House of
Representatives, 82d Cong ., 1st Bess . tt The Su le-
mental Ap ro riation Bill l 52, .pp . .46a ~ . •

" . . .the Civilian Defense Administration originrlly aske d
for $6535,000 8 000 to~meet the-first shock of attack on our civilia n
economy I

"I suggest to my old friend former Governor Caldwell• . ,
that he take a trip to Chicago and talk with the postal worker s
and the Chicago postmaster. In Chicago something was done in thi s
field without any Federal, funds whateverp They have established a
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disciplined well-rehearsed firstwaid defense corps . They have put
into operation a plan of first aid defense which I think recommend s
itself to all thinking peopls . . . . l"

" . . .the original budget estimate for civilian defense con-
templates setting up an organization which, in its very essence, i s
bound to be wasteful . It involves buying a great many gadgets, a s
was done in World War II days when people went around with white
tin hats and we had 'black-outs in the Nations Capital . ., . "

Savings; Amount unspecified .

Source : Mr. Dirksen, Senator from Illinois $ Congressional.
Record, August 21, 1951s pp . ].0636 0537

"Of course, we must have civilian defense . We want our
people to understand what they must do to take care of themselves ,
if'ana attack comes . We know that it can happen here.

"But these . . .services must be built up to serve our needs
without regard to politics . I hear a rumor that civilian defens e
alone will employ over 50 people in a regional office in Boston .
I already have many applications for positions in these regional
offices . We had no such civilian-defense office in World Tear IT .
The distinguished occupant of the chair (Mr . Hunt), who is a former
Governor of the State of Wyoming, knows that there were no such
offices in his State. Is It necessary now to have them? Must w e
set up elaborate regional offices in order to determin e . the extent
of the Federal contribution for bomb shelters?

"I shall never forget my experience as a governor at a
dinner given by the Boston Chamber of Commerce during World War II.
Except for the presiding officer, I was the only local civilian at
:the head table . There were at least 12 .regional heads of this and

A

	

that Federal agency, Most of them I knew because they had come to
see me at my office . But very few of them knew each other or knew
what the others were doing in New England . So I spent much of that
evening introducing the regional heads of the various Federal agencie s
to one another and listening to them discuss and argue as to ho w
their work crisscrossed among them. Who ad what they never di d
entirely clear up. In vier of our experience in World War I1, I
hope we can eliminate now much of .the waste and inefficiency of 'such
administrations"
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FEDERAL SECURITY AGMCY

GENERAL

"The committee finds that there is no clear lin e
snonsibility or au iority In the Agency	 "

n . . .Jurisdictional conflict, duplication of effortp empire
buildings and outright repudiation of the organization plan by op-

erating personnel stem from unrusolved disagreements and a reluc-
tance to exercise central authority .

"In addition to the conflict between the Agency and its

constituent bureaus, there are other important human relationships

which retard the development of an efficient organizations "

"The line and limit of es cnaib lity and author t should
be clearly a ined in e A en .--xn understanding of d an adher-
ence o a more unified pattern of administration among the constitu -

ent bureaus should be established . Authority should be commensurat e

with responsibility . "

"The committee finds that there are too many layers of ad-
ministration

	

the en e .-

	

a spar en tal eve here Is an

Uff ce o t e Adm'n'str in which is located a complete staf f
responsible for the entire Agency program and administrative ser-
vices. Immediately under the Agency staff, there is a 'Commis-
sioner or Administration level' comprising the heads of the variou s
activities of the Agency, such as Public Health, Social becurity ,
Education, and Special Services, With the exception of the Offic e
of Special Services# each of these . i Coinmissioners s has a complet e
staff composed of not only the usual administrative services bu t
also program officers as well .

."Next in line come the various bureaus, where additiona l
duplication of staff organization occurs . Then we find the divi-
sions, at which level the actual operation of the Agency program s
commence . Even at this or the subsequent branch level, there is
additional duplication in providing administrative or program ser-
vices* There are indications that this same l overorganization s
continues through the 10 regional field offices* "

Savingat Amount unspecified .

Sources Preliminary Report of the Committee on Post Office tm d
Civil Service, House of Representatives, 81st Cong ., 2d
Sess ., Investigation of Fln to ee Utilization in th e
ftecutive ear e s an Agencies,, art ~ pp . , ~ 21,
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PERSONAL SERVICES

"Of 121)014 purchase orders issued by the federa l

Security Agency in 1949) half were for amounts under 620 . The
average processing cost was $5 .00 per order. In one bureaup the
Office of Education, it was found to have cost $p10,293 to spend

Oiljl48,--an overhead , a ..33 percent. "

Waste: Amount unspecified .

Source: Alvin A, Burger, Research Director, Council of State
Chambers of Commerce, "The Nation's Manpower Problem

and Uncle Sam's Civ-1lian Payroll,," Federal Spending

FFats $ , Bulletin No. 79,9 February 14), 1951) Pr 2•

11 7he Agency conducts what appears to be a wasteful and
inefficient method of distributing pay envelopes to some of its
employees . Instead of the customary payment by check ., an employe e
may elect to receive his bi-weekly salary in cash . This entails ,
the preparation of individual pay envelopes and makes it necessary
that each employee appear in person at a pay table which to set up
temporarily at various points in corridors throughout the head-
quarters building. On at least one occasion ) a group of 75 to 100
employees was observed waiting in line at the pay table . The'work
of adjacent offices was also disrupted for an unnecessarily lon g
period. It is estimated that thousands of man hours of productive
effort are lost yearly inthis process P "

"The total number of personnel engaged in fiscal manage -
ment has increased more than 12 times in the past 10 years * This
increase has been due primarily to changing requirements for bud -
get. preparation and the control . of program appropriations .! '

"There are 14 separate and distinct program appropriation s
made to the divisions in the Bureau of State Services from whic h
money for administration is donated to the office of the Bureau ,
Chief by his operating divisions . L~ such a complex arrangement p
is it any wonder that a high percentag.~ of budget and accounting
personnel is required?"
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Savings : Amount unspecified.

Source : Preliminary Report of the Committee on Post Office an d
Civil Service, House of Representatives, 81st Cong . ,
2d Sess ., Investigation of Employee Utilization in the

Executive Departments and Agencies, art I, FP? 12-23 .

It

"Mr . Ewing, you are familiar with the report of the in-
vestigation of the so-called Williams committee, are you not? "

"The report has been out, of course, for some time . In

that report there are a number of things that have challenged my

attention.

"For inatance, there is this statement on page'6 of par t
° 1 .

""The over-all philosophy of the FSA personnel progra m
favors decentralization to the lowest possible echelon . In practice ,

this decentralization,is mere lip service.'. "

" I This kind of decentralization is costly . In the 10-year
period between fiscal 1940 a-id fiscal 1950; the total number of

Agency employees increased by 52 .3'percent . During this same period,
the number of Agency employees working in personnel offices increase d

181 percent . "

Savings : Amount unspecified.

Source : Mr. Schwabe, Representative from Oklahoma, quoting
Report of the John x311 Williams Committee in Hearings
before the Subcommittee of the Committee on Appropria -
tions, House of Representatives, 82d Gong ., lst Bess . ,
Department of Labor - Federal Security Agency A ro-
rJ ations or 19 2;

	

2 }mac usive of Public Health
Sere ee pp .

	

X322 .
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"Most large agencies maintain field offices . (Armstrong
County., S. D., with a population of 42, is the only one of the

3,069 counties in which no federal employes are assigned * )

►►While considerable field work is undoubtedly necessary ,
congressional investigators a few months ago found 30 differen t
sections of the Federal Security Agency maintaining forces in th e
field, duplicating much of the work done in Washington ,

"The explanation: they were helpful in making speeche s
•

	

and acquiring radio time r to promote agency programs.

"The same , investigation turned up this additional info r-
mation flout FSA :

"There was one personnel worker for every'63 of the

34,063 employes,

"Drawing combined salaries of $1 3 463,350 a year were 292
management-improvement experts, scattered at 29 points, each group
working within its own office and concerning itself with detaile d
manual or machine operations instead of ageneyowiie problems .

"Purchasing department employes were handling an averag e
of 2 .4 orders a day, half of which were for less , than yr20 .

"Employes were permitted to demand their biweekly pay i n
cash# necessitating the preparation of individual envelopes . Al-
,moot 100 employes were found lined along a hallway before one pay
table., disrupting work in adjacent offices .

"That is the story of just one of 21 major departments ]
agencies and commissions . ► )

Savings : Amount unspecified ,

Sourced Earl B, Steele, "Holes in our Public Purse," Nation' s
Buoineae, Vol t 39,, No, 2, February 19 1, pp•61-62 .

CONSOLIDATION OF FUNCTION S
d

►► . . .Two years ago, at the time of the physical integratio n
of the Agency in the two adjacent headquarters buildings, a manage-
ment study was made to determine the feasibility of consolidatin g
these separate supply rooms into one centralized service . Research
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on the project was done by Agency management people as well as by
experts from the Bureau of Federal Supply and the Bureau of the

Budget. Each of these groups, in turn, recommend the consolidation ,
and the Agency reports that it will effect the consolidation in th e
near future; however, that determination and decison has been i n
process for 2 years and the result is not yet a reality . "

LReco=endation7 "An immediate reduction in the number o f
units and personnel performing duplicate housekeeping functions suc h
as procurements supply, mail distribution, space, time and leav e
records, and reproduction services ;

"A strengthening of the influence and control to be exer-
cised by the Agency Division of Service Operations in both the head-
quarters and field offices ;

"A better delineation between the provinces of the Divi-
sion of Service Operations and the Office of Field Services in th e
Office of the Administrator. l t

Savings : Amount unspecified.

Preliminary Report of the Committee on Post Office an d
Civil Service) House of Representatives, 81st Cong . ,
2d bess . s Investigation of .L}n~loyee Utilization in the
Fbxeeutive o_artmeieiTfs a~rMd Agencies) 'art , pp• 1 ,
22-23

PROCUREMENT

I'Althout+,h each of the constituent bureaus has some kind
of service facility, there is little or no control over them from
the Agency level . The Division of Service Operations in the Offic e
of the Agency Administrator carries on what is described as a de -
centralized operation. It provides all of the functions listed
above for the Office of the Administrator and some of these ser-
vices for the Commissioner of Social Security, the Bureau of Publi c
Assistance, Children's Bureaus and the Bureau of Federal Credi t
Unions . In addition to this oonsolidated services there are 3 1
persons in these small bureaus doing the same kind of work in th e
same headquarters building . At the departmental level the Food an d
Drug Administration has an additional 53 employees ; the Office of
Vocational, Rehabilitation, 8 persons ; and the Office of Education ,

Source :

.
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