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MEMORANDUM FOR
THE PRESIDENT

SUBJECT: Proposed Organization of the Executive Office of the President

This paper amplifies the proposals presented in the Council's
meeting with you in San Clemente on August 20, 1969. The memorandum
discussed in that meeting (see Appendix 1) recommends creation of an
Office of Executive Management (OEM) and a Domestic Policy Council (DPC).
Implementation plans for these proposals are presented in this report.

A subsequent report will cover other activities within. the Executive
Office 6f the President (EOP) we are now stuéying, particularly the

Offices of Science and Technology, Emergency Preparedness, and Inter-

governmental Relatioms.

Under the plan proposed by your Council, the OEM and the DPC will
serve the President directly. They willkincrease his ability for effective
decision making and program execution. When fully operative, they will

permit the President to delegate authority with confidence, and strengthen

1/

the agencies ability to manage their programs. Figure A is a diagram

of selected elements of the EOP as it is currently organized. Figure B

diagrams our proposed EOP organization for these elements.

1/ As used in this memorandum, "agencies" includes the departments,
agencies, and other units of the Executive Branch outside the
Executive Office of the President. '
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The OEM and the DPC, when considered with.the National Security
Council, are conceived of as the primary staff machinery for the
President's management of the Executive Branch.' The succeég of OEM
and DPC-wili depena upon close éooperation between them,“gnd upon their
ability to work with the agencies and with units of the President's.
office. We recognize that the President will continue to need a personal

staff to handle matters which for one reason or another seem better

suiteﬁ to the attention of that staff than of the DPC or OEM.

OEM and DPC will provide a more effective and coherent arrangement
of many management activities which already exist in some form. They
will provide you, and Presidents in the future, with instruments for
managing, aithough you and they may use them differently. While the
analog is imprecise, it is worih noting that in the field of foreign
affairs, the National Security Council has for 22 years been available

to serve each President in a manner consistent with his style.

Within the next few years, the OEM and the DPC may require, in our
oﬁinion, up to 110 additional professibﬁals, over aqd abbve those presently
assigned to the EOP, to serve their functions effectively. If and when
such a ievelvis reached, our estimate of the additional cost is $2.2 million .

annually. Staffing and budget-estimates are presented in Appendix 2.
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This increase, which will be achieved over time, is modest in
terms of the management responsibilitiés of the President. The DPC
~and OEM represent, after all; the first major improvement_f; the -
President's manageﬁent capabiiity since the Brownlow Comﬁ;ssion
recommendations were implemented by President Roosevelt in 1939.
In.recent years, billions have been invested in domestic programs,

yet adequate means for the President to manage them have neither

been requested nor provided.

The cost of the EOP has increased at an annual rate of 10 per-
cént'since 1963. 1In this current year, for éxample, the BbB has been
authorized to employ 50 more professionals. The $2.2 million which
we recommend.represen£s a seven percent increase in the official EOP
budget;‘if persons detailed to the EOP from the agencies were paid

from EOP funds, the percentage would be even lower.
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'THE DOMESTIC POLICY COUNCIL (DPC)

‘Mission and Role

There does not now exisf, at any point in the structure of govern-
ment, anlorganized and well staffed group of men charged With}advising
the President on total domestic polic&.' The DPC will fill thét need.
It will develop new initiatives, like the recent welfare proposal;
analyze agency inifiatives, like the recent tax reform package; and
consiéer policy changes in existing programs, e.g., whether éocial

Security benefits should be tied to living costs.

In proposing alternative courses of actidn»for the President, the

B DPC will undertake four activities. First, the DPC will develop fore-

casts and other data fo help define natidnal§goals and objectives. -

. -

Second, it will synthesize policy alternatives into consistent domestic

programs'that will balance the President's priorities and agency requests

aga&nst available resources. Third, it will serve as a central poinf for

rapid reéponse to Presidential needs for domestic policy advice on

immediately pressing issues. Foﬁrth, it will consider the policy implications

of ongoing programs andvpropose revised policy as needed. As an example

of the.latter, the policy underlying the Job Corps with its attendant

program and‘organizatidnal difficulties, would undoubtedly have been reviewed

; ' by the DPC.
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The DPC will provide a mechanism for the Administration's top

executives to focus collectively on domestic policies and on their own

~ relationships in developing. those policies. It will be a vital link

between  the agencies and the President--disseminating the President's
philosophy to the agencies and communicating agency positions to the

President.

Structure and Staffing

The President (ahd in his ébsence, the Vice Pfesident) will serve
as ChairmaﬁAof the DPC. Formélly, there will be eleven Council members:
the Vice President, the Secretaries of nine Cabinet departments (all but
State,‘Defense, and Ppst Office), and the DiFector of OEO as long as hé
fetains Cabinet rank. The Council's staff Qill be headed by an Executive
Difecto; who, we beiieve, should also be the'Assistant to the President

for Domestic Affairs.

The President may convene meetings of the whole or any part of the
Council membership. At such meetings, he may decide also to invite
selected executives of-the EOP, non-member agency heads,.or others. In
discuséing a tfuth—in—lending issue, for example, the President might

include, among others,‘Treaéury, Commerce, HEW, CEA, and FTC.

The President will use Council meetings as he sees fit: sometimes
as a forum for discussion, sometimes as a means of disseminating his

decisions, sometimes to weave diverse views into a workable concensus.
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-The Executive Director of the DPC will be a Level II to be appointed
without Senate approval. He will direct and organize a staff of some

40 professionals, most of whom will be assigned-to analyze specific

matters. of Curfentiinterest to the President. Sections of the staff

could specialize in such areas as environmental quality, urban affairs,
and human resources. A small segment.of the staff-—about ten pro-
fesgionais——might conduct research on long-range economic and social
trends to help clarify national goals and objectives. This staff
element provides a research tool not currently available. Another
small group, perhaps five professionals, could insure that the DPC

is appropriately involved in budget allocation and review.

Much of the CQuncil's work will be accomplished by program com-
mittees to be established by the President through the Executive Director.

We use "program committees" as a generic term for a variety of working

‘groups. In practice, these committees can be task forces, planning

groups, statutory offices, advisory éouncils, br coﬁmis§ions. Theyl
cén be established with varying degrees of formality, and can deal
with broad program areas like urban affaifs and environmental quality
or with»narroWer ones like drug abuse or ﬁrisoﬁ reform. The Committees
will be supported by DPC staff, supplemented when needed by agency

experts.

The membership of these committees can include representation
from within the Federal government, from outside it, or both. Their

staffs, coordinated and monitored by the DPC's Executive Director,
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can.call upon experts within and outside the Executive Branch. The
committeé device, with adequate staffing and coordination, will provide
the generative mechanism for readying policy proposals for Presidential

- review. As needs change, committees will be formed, modif{ed, and

’
. " /
terminated.

For a further description of the DPC, see Appendix 3.

Important Changes

While building on relationships that exist informally between
the White House Staff, agency officials, and outside groups, the DPC

embodies three innovations:

1. It asserts executive leadership over program development

permitting an integration of policy with resources.

2. It institutionalizes an adequate Presidential-level staff

.to research program proposals and do long-range planning.

3. It brings the President's top officials into flexible,
working bodies to focus on broad domestic issues and

instills a shared sense of overall goals.

These innovations'will enable the President to make better program
decisions in the light of resource constraints and will remove the
confusion of purpose which arises from ambiguity in assigning responsi-

bility for policy development.

O
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THE OFFICE OF EXECUTIVE MANAGEMENT (OEM)

Mission and Role

OEM will be an essentiai management arm of .the President. It will

provide enhanced institutional capability for:

. budget and program evaluation,

. program coordination,

. legislative clearance,

. executive personnel development, and

. organization and management systems’improvement.

It will be OEM's job to carry oﬁt all these functions so they
relate .to each ofher. Coherent executive management of the Executive
- Branch cannot otherwise be attained. In- performing its mission, OEM
will serve as an important link between the President and the agencies.

Appendix 4 provides a more detailed description of OEM's general duties.

Structure and Staffing

We recommend that the Executive Director of the OEM be a Level I
and his Deputy Executive Director a Level II both appointed without

Senate confirmation.
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To perform the functions listed above, the Executive Director and

his Deputy Executive Director will be responsible for five Divisions:

1. Division.of Budget and Evaluation (See Appendix 5)

This Division will prepare aﬁd review the annual budget

and will’assist in developing budget and fiscal policy.

With the help of other parfs of-the EOP, it will develop
the assumptions, éonstraints, and guidelines for the

agencies' program budget submissions.

A great weakness in Federal government is its lack of
ability to evaluate program resuits.’ This Division will
also be charged with that responsibility. It will éssess
program.achievements in terms éf p;rformance'objectives

. and cost, gnd will pinpbint criticél problem areas for
executive attention. Further research into evaluative
techniques, and training EOP and agency ;xecutives in

their use, will take time and effort, but it must be

done.

The Director of the Division will also be a Deputy Director
of OEM. He will have two Level IV deputy division'directors,

one for evaluation and one for fiscal affairs, as well as
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a Level V assistant division director for budget preparation
and review. Together they will direct a staff of about

.

240 professionals:

Forty of these will establish budget guidelines and assemble
the budget, and 25 will develop and apply evaluation techniques.
The others will be divided into six examining groups, corres¥
pondihg to Bost present program divisions, augmented to
strengthen the evaluative function and headed by Presidential
appointeeé. Four of the examining groups will be headed by
Level'V's, while the remaining two examining groups, those
concerned with National Security Pfograms and Human Resources

Programs, will each be headed by a Level IV..
|

2. Division of Program Coordination (See Appendix 6)

Major problems have always faced the President in ééhieving
the effective implementation of his domestic ﬁrograms. .A ’
program is oniy as good as the results it achieves at the
points of delivery. Where programs require cooperative
interagency action, a sound management device is needed tq

assure this is forthcoming.
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This is a principal purpose of the pfsposed Division.of
Program Coofdination. Its staff, which will be based in
Washington, is intended to be constantly active ;ﬁ the
field observing program performance at the operéting level.
It will improve the implementation of domestic progfams

by helping agencies work out interagency operating problems
in the field. It will perform an expediting role and serve
as a catalyst to bring about cooperation between agencies

on related programs.

On occasion, the Division will also coﬁrdinate specific
activities requested by the Pfesident, particularly in

cases of iocal gmergencies. At other times, the President's
staff on the DPC may wish to enterainto selected coordination
issues whéfe Presidential considerations on important policy

matters may be at stake.

It is important to describe the coordinato?'s role with
unusual care. He will cultivate a relationship of trust

and understanding with agency officials. Although each
coordinator will inevitably carry a grain of Presidential
authority, he will rely primarily on his broader perspective
and persuasive talents to bring agencies together. He may,

for example, ask agencies to take actions allowing greater
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flexibility in the field and greater reliance on state and
local governments. A coordinator who too often crosses the

narrow line from assistance to pre-emption will fail.

The difficulties experienced by state and local governments
in respect to interagency Federal programs are well known.
This Division can be called upon by those governments to
resolve operating problems arising from interagency programs.
It will Qork as appropriate with the Vice President and

the Office of Intergovernmental Relations (0OIR). As pre-

. viously indicated, the Council is currently studying the role

of the OIR.

Il

!

The Levél IIT Director of this Division will have two

Level IV Deputies and a staff of some 30 professionals.

Division of Legislative Clearance (See Appendix 7)

This Division will draw together agency reactions on all
legislation?—some 17,000 pieces annually--and prepare

recommendations to the President.

It will alsoAparticipate in developing 1egislation.to
implement the President's programs and assist in the
drafting of new bills. It will review the agencies'

proposed Congressional testimony.
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A Level III Director will direct a staff of about 20 pro-
fessionals. This Division will draw upon the assistance
of the Division of Budget and Evaluat{on, the NSQ; the DPC,

g
;

and othef staffs.

4. Division of Executive Personnel (See Appendix 8)

Executive manpowér planning and development in the Federal
government is in a primitive state. We have essentially
no means of forecasting needs for executive talent--either
in terﬁs of quantity or skills. There is no reliable way
to appraise executive leadership potential. Training and

motivation programs are inadequate.

The Division of Executive Personnel will take the lead in
developiné and evaluating programs to recruit, train, motivate,
deploy, and evaluate top executives. These programs qill aim
to develop new perépectives and skills among Federal execétives,
and will assure that talented executives are identified,
utilized to their fullest capabilities, and exposed to

opportunities across the Executive Branch.

@

e
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The Division will rely primarily upoﬁ'the Civil Service
Commission and the agenﬁies to execute programs and will
encéﬁrage the agencies to develop their own. It will npt
bé responsible for récruiting or identifying potential
executives in the career sefvice. These activities should
be carried out by‘the agencies and.the Civil Servicé

Commission. .

The President ﬁill, of course, make whatevér arrangements

hg wishes in recruiting Presidentiai appointees. We suggest,
however, that this function continﬁe to be performed by a
member of the Presidentis personal staff, and not be placed

within the ambit of the Division of Executive Personnel.

The Division's Level III Director will have a Level IV Deputy

to assist him. The staff will number about 20 professionals.

*

Division of Organization and Management Systems (See Appendix 9)

This Division will continually review the organizational
structure and management processes of the Executive Branch
aﬁd recommend changes for their improvemené. It will also
develop information systems to provide performance data and

other meaningful information for the President and the

agencies.
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Its staff, under a Level III Director, will be divided
into two sections to perforﬁ fhese functions. Qne section
will wérk on organization and management processes--the
kinds of tasks assigned to this Council, and to similar
groups iﬁ the past. Evolvihg Federal programs need
“continuing attention to organization and to management

. ' systems'if the Executive Branch is not to get locked

into unworkable structures.

The second staff componént, under a Level V Assistant
Director, will design and build an effective executive
information system to meet the President's needs, and will
improve the’consistency and quality of agency reporting.-
The Assistant Directof for Information Systems should be
chosen primarily for éensitivity.to the needs of the
President and the agencies, as well as for a broad
conceptual grasﬁ of information systems design.’ As

systems are developed, his staff can be reduced.

Important Changes.

Many of the functions we have assigned to the OEM are presently
performed to some degree within the EOP, but not at the level demanded

by current requirements. OEM will bring about the following important

P - changes:
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Presidential appointees will run those institutional

staffs of the EOP which assist the President in his

;
management functions. This should lead to greater

2

understanding of the President's programs and priorities
and more accurate and aggressive translation of this

understanding into action.

OEM will concentrate greater attention on crucial

. managerial functions: program coordination, organi-

zational and management processes, information systems,

and executive personnel.

It will give the President's office an increased
jnstitutional staff commensurate with the scope and

complexity of his managerial problems.

By conscious stress on "management" rathér than "budget,"
y g ,

it will create a climate more conducive to managerial
effectiveness. The new name—-Office of Executive Management--
is, we believe, of symbolic importance in contributing to

that end.

It will signal increased Presidential attention to

executive personnel programs.

ADMINISTRATIVELY CONFIDENTIAL
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"PLANS FOR IMPLEMENTATION

The Timetable

Our timetable for setting up the OEM and DPC is built around two
key dates:b the mid-October presentation of this memorandum to you and
the desirability of including the redrganizétion proposals for‘the
Executive Office in the President's Budget Message to Congréss in
January. -In the intervening periéd, transitisn plans and legislative
propésals will take their final form§ the advice and suppoft of key
people within the Government will be solicited; tﬁe groundwork for
wide acceptance will be laid; and a program for formal disseﬁination

will Be executed.

DPC and OEM shouid be presented simultaneously, as complementary
significant actions. Both contain elements that have received bipartisan
support in the past. Both are in tune with the most advanced practices
of.management and policy development. They are designed to work together

closely and will reinforce each other by being presented together.

Approach to Reorganization

The new organizations and new positions can be set up by various
combinations of Executive Orders, reorganization plan, general reorgani-

. zation authority, and specific statute (see Appendix 10). There will be
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diffefences of opinion about the best approach because of the many

legal and other factors to be considered. Within the necessary con-

_ straints on disclosure, we have explored the'subﬁect with knowledgable

people. . Based on our information to date, we believe thét the President
will favor setting up the OEM and DPC through Executive Orders and

reorganization plan. These devices promise more rapid action than a

request for general reorganization authority or specific legislation,

even if they mean abandoning or defefring certain aspects of the proposals,
such as the preference for a Level I Director of OEM or freedom from

Senate confirmation.

Having established the OEM and DPC, the President should seek

general reorganization authority for his office, but at a later date.

The reorganization plan should be submitted shortly after the
budget message in January, anticipating establishment of the new EOP
organizat{on by May 1970.. The budget for FY 1971 should includejreduests

for appropriations for the EOP covering the new organizations.

Tactics of Presentation

The OEM-DPC plan is a modern response to the growing complexity
of government tasks. It does not derive from failure or inadequacy on
the part of government people in general, or the excellent staffs of

the BoB or Civil Service Commission in particular. The new organizations
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will increase effectiveness and program perforﬁance. Both will

strengthen many decision making processes which exist informally.

" Both will give the President the tools to delegate duties to the.

agencies and tp rely increasingly on decentralized operation and on
state and local government. Both promise to improve the delivery of

Federal services to the public.

These are the points to be stressed, not just marginal economies

or rearrangement of existing functions in the Executive Branch. Also

. to be avoided is any implication that this plan merely superimposes

"big business techniques" on governmental functions. This Council has

listened carefully to some of the best organizational thinkers in the
country from the universities, govermment, business, and foundations,
and has given particular attention to those who have studied the
Presidency as an institution.
fhe policy development and program coordination aspects offthe-OEM
and DPC deserve special attention. Congress, the publi;, and the aéencies
are keenly aware of tﬁg need for coordination mechanisms--both in program
development and in day to day operations.- At least since the late 1940's
the need for better coordination.has been stressed in a variety of
bipartisan recommendations, including, most'recently, the Heineman and
Lindsay Reports. President Eisenhower's January 1961 budget message said:
"My experience leads me to suggest the establishment
of an Office of Executive Management in the Executive

Office of the President in which would be grouped the
staff functions necessary to assist the President in
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the discharge of his managerial responsibilities. In
an enterprise as large and diversified as-the executive
branch of the Government, there is an imperative need
for effective and imaginative central management to
strengthen program planning and evaluation, promote
efficiency, identify and eliminate waste and duplication,
and coordinate numerous interagency operations within
approved policy and statutory objectives. The establish-
ment of an Office of Executive Management is highly
desirable to help the President achieve the high standards
of effective management that the Congress and the people
rightfully expect."
We do not assert that the DPC-OEM plan will provide easy answers for
. the intractable problems of our day, but both the DPC and OEM can be
defended in terms of the best managerial practice. The DPC will provide
to the President for the first time an institutional domestic policy staff.

It has been designed to be adaptable to changiné needs.

\,f : The OEM, for its part, can be viewed as an important strengthening
of the present BoB, rénamea to reflect its agplified role. Yet, in a
: \
fuller sense, OEM is a fundamental departure and innovation. It will
be result oriented; it will embody a concept of management that goes
well beyond the present emﬁhasis on budget. Iﬁ sum and»in time, a

substantially different orientation to the President's managerial job

will emerge.
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COUNCIL'S RECOMMENDATIONS

‘We recommend that the President sét in'motion the processes.
necessary to announce the OEM and DPC in his January Budget Meésage
and to establish these offices by May 1970. This will'permit the new
organizationsigo start work at the beginning of. the budget andvprogram

cycle for FY 1972.
To meet this goal we recommend that the President:

Designate members of his staff to work with this Council in
making .any desired modifications to the proposed plan; in determining
the best combination of required Executive Orders and legislative

actions; and in submitting the final plan by November 7.

Direct the preparation of drafts, Executive Orders and legislation,

including reorganization plans, for the DPC ?nd OEM.

Direct this Council to work with designated members of his staff
to develop before November 7 a detailed schedule for disclosure of the
plan to key White House and EOP staff, members of Congféss, and ageﬁcy

heads, as well as to appropriate outside parties.
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Direct this Council to assist his staff in preparing information
to further public understanding of the proposed changes. This will
include preparation of draft material for the President's State of

. /

the Union and Budget Messages, press information, and a resource book

to provide answers to anticipated questions.

On behalf of the Council,

Respectfully submitted,

A . C;é /N\\_Jr
Roy L. Ash
Chairman

President's Advisory Council
on Executive Organization

Lq,; Attachments
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