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Ci)c Commontoealtf) of

THIRD REPORT OF THE SPECIAL COMMISSION
ON THE STRUCTURE OF THE STATE GOV-
ERNMENT.

February, 1951

To the Honorable Senate and House of Representative

In our first report, we described how we have organized
our study of the state government in seventeen “study
units,” set up along broadly functional lines. In pur
second report we stated our general findings and some of
our major objectives. We indicated that our specific
recommendations for reorganization would be embodied
in a series of reports. Some of those reports are now in
an advanced stage of preparation. There may be twenty
or more in all, as some of the study emits embraced so
much territory that they have had to be subdivided.

Pending recommendations as to reorganization, we
submit this third report with respect to the following
matters:

1. Administrative Savings. —We are glad to report
that a new plan is being put into effect, involving the
purchase of gasoline by the Department of Public Works,
which in terms of man-hours will save the Common-
wealth at least $70,000 per annum. This plan was
initiated by us and developed in co-operation with the
state officials and the vendor concerned. In substance,
it reduces the number of invoices sent to Public Works
for gasoline from 1,200 to 1 per month, and eliminates
many of the time-consuming steps in the “processing”
of the invoice.

I.
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We recommend that a similar principle be applied to
gasoline purchases by other state agencies, with one
invoice being presented and processed monthly, and that
the entire transaction be handled by the Commission on
Administration and Finance. In terms of man-hours,
this will save at least $35,000 per annum.

We further recommend that the methods of buying and
billing for electricity be altered, with each supplier send-
ing one invoice monthly to the Department of Public
Works and one other invoice, covering all other agencies,
to the Commission on Administration and Finance.
This, again, will reduce the man-hours now spent in
processing invoices, to an extent indicating a saving of
$30,000 per annum.

The details of these plans and recommendations are
set forth in section II of this report.

We have been analyzing the state’s purchase payment
transactions involving small amounts, believing that very
substantial savings may be possible through the elimina-
tion of much of the paper work incident to them. Our
perception of the problem is not new, but our quantita-
tive analysis discloses its surprising importance, for sub-
stantial sampling indicates that some 176,000 purchases
are in amounts of $25 or less. In seeking to develop
recommendations for economies in this area, we are
working in close co-operation with officials of the Com-
mission on Administration and Finance.

2. Suspense Funds. We recommend, in section 111
of this report, that certain suspense funds be abolished.
These are funds held virtually idle year after year, which
represent the total amount of uncashed Commonwealth
checks and unclaimed back wages. Some of these checks
and claims are many years old. The payments made out
of these funds each year are very small. A six-year
statute of limitations should be adopted, to become
effective after the wage claimants and the payees named
on the checks are given a reasonable period of time in
which to assert their rights. Unless they should cash
their checks and collect their back wages during that
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period at an altogether unprecedented rate, $107,676.17
of presently idle money would be turned over to the
General Fund. Assuming that the General Court wished
to appropriate an amount sufficient to meet all out-
standing checks and claims not barred by the statute of
limitations, there would be a net gain to the Common-
wealth of $81,401.56 in the next fiscal year.

3. Commission Procedure. We are convinced that our
reports on individual departments and major functions
of the government should be filed only after (a) the
fullest possible discussion with the heads of the depart-
ments concerned, (5) consultation with groups of citizens
who have agreed to advise and assist us, informally, as a
public service, and (c) a public hearing on a tentative draft
of our report. The details of this procedure, and the
reasons why we have adopted it, are set forth in section
IV below.

11. Administrative Savings.

In the course of studying various agencies, our staff
has been startled by the vast amount of “paper work”
being done on every level of the state government. Every
purchase order initiated by a department sets into mo-
tion a long and detailed series of steps related to fiscal
control and accounting. In terms of the time spent by
clerks and business machine operators and higher officials,
we estimate that the cost of processing a purchase trans-
action is approximately $7.80. If we also take into ac-
count such relatively imponderable factors as overhead,
transportation and depreciation of equipment, the most
conservative estmate of the cost would exceed S8. 1

We are glad to report marked progress toward a re-
duction in the cost per purchase and in the number of
invoices which cost so much to process. This progress
has been made in two fields the purchase of gasoline
and motor oil for state-owned motor vehicles, and the

1 The Hoover Commission reported that in the federal government this cost was $11.48;
and a more recent report by a Congressional Committee, on the Department of the Interior,
put it at $13.39.
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purchase of electricity. The possibility for greater sav-
ings in connection with transactions of $25 or less, is
being thoroughly explored.

Over a period of years, the Socony-Vacuum Corpora-
tion has had a contract with the Commonwealth for the
retail sale of gasoline, oil and grease at roadside. Under
a procedure established jointly by Socony-Vacuum and
the Commonwealth, each authorized state driver is sup-
plied with a credit card. When a driver stops at a Socony-
Vacuum filling station, the credit card identifies him, and
he may make such purchases (such as a grease job, wind-
shield wiper replacement, etc.) as he deems necessary.

At the time of the purchase, a sales slip is prepared in
triplicate, and it is signed by both the filling station at-
tendant and the driver of the vehicle. The attendant
forwards the original signed copy of the sales slip to the
central office of Socony-Vacuum; the driver forwards a
carbon copy of the sales slip to the district office; and
the attendant retains a third copy.

The Accounting Office of Socony-Vacuum receives these
sales slips (approximately 13,000 monthly for all Com-
monwealth accounts) from its service stations, and at
each billing date they are computed according to account
number and equipment number. A standard invoice is
prepared in quintuplicate for each piece of equipment.
Socony-Vacuum, in an average month, must prepare 1,827
such invoices for all Commonwealth accounts. They are
mailed to the various state agencies for payment.

The great majority of the invoices about 1,200 each
month —go to the Public Works Department. The
present procedure with respect to the processing of these
invoices is as follows:

The drivers of Public Works vehicles forward their

(a) Retail Gasoline Purchases.
Agreement with Socony-Vacuum Corporation.

Department of Public Works.
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copies of the sales slips to their district offices of the de-
partment. These sales slips are accumulated at the
district office by equipment number. They are held in a
type of reserve status until the invoices with the attached
sales slips begin to arrive from Socony-Vacuum, at which
time they are matched with the individual sales slips
attached to the invoices. Both sales slips and invoices
are checked for arithmetic, extensions and verification
of purchase. Some discrepancies are screened at this
level.

The reverse side of the invoice is then rubber-stamped.
The rubber stamp provides spaces for a breakdown of
line items (gasoline, oil, grease, etc.) by amount, activity,
program, detail cost account and object. These spaces
are then filled in, in pencil.

The district engineer then certifies as to the correctness
of the invoices and forwards them to the central office of
the Department of Public Works in Boston. They are
routed to the office of the Vehicle Maintenance Engineer,
who retains a copy of the invoice for his own records, and
forwards the invoice itself to the Business Office. In the
Business Office, the invoice goes first to the coding section,
where it is checked for the following;

1. Check of vehicle or equipment number against S Number
2. Check of arithmetic.
3. Check for extensions
4. District office coding check.
5. Addition of departmental codin

When the invoice leaves the coding section, it is sent to
the pre-audit section of the Business Office, where it is
examined for the following details:

1. Proper form.
Availability of funds.

3. Vendor’s signature in ink.
4. Proper approvals.
5. Deduction for federal taxes.

The invoices are separated by program accounts and
then numerically by equipment numbers. The total
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number of gallons of gasoline and quarts of oil on indi-
vidual accounts are shown on the reverse side of the in-
voice for tabulation purposes. Invoices are initialed in
the space allotted for the Comptroller’s stamp. They
are referred to the index for possibility of duplication
and are then voucher numbered and prepared for sched-
uling. A schedule is a type of letter of transmittal for a
definite type of account {e.g., current accounts, liability
accounts, discount and non-discount invoices, travel and
non-travel accounts). On each schedule is listed the
vendor’s name, voucher number, liquidation against en-
cumbrance, purchase order number, and net amount of
payment. A schedule may cover twenty or thirty in-
voices. Three copies of the schedule are prepared, the
first two copies for the use of the Comptroller and the
third copy for the use of the pre-audit section for refer-
ence purposes. Schedules are sometimes consolidated in
a “batch,” which consists of from five to twenty-five
schedules.

The next step is a trip to the ledger section where the
schedule total is posted to the budget control ledger.
From the ledger section, the papers are routed to the
tabulating section, where IBM cards are punched for
each line in the block made by the rubber stamp on the
individual invoice. This is for cost accounting purposes.
Charges are made against equipment number, specific
project, organization and appropriation.

The batches, consisting of schedules and supporting in-
voices, are then forwarded to the Comptroller’s office for
further processing. At this level, the Comptroller liqui-
dates the encumbrance of the schedules on the blanket
purchase order covering the purchase of gasoline, oil, etc.
IBM cards are prepared at the Comptroller’s office for
the various accounting and auditing operations of this
office.

After liquidation and pre-audit the Comptroller ap-
proves the invoice for payment and forwards it to the
Treasurer’s office to be held in reserve. He prepares a
warrant which includes this item among many other dis-
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bursements and forwards it to the Governor and Council
for approval. An advance copy of the warrant is for-
warded to the Treasurer for the preparation of a check
for each item on the warrant. When the Governor and
Council approve the warrant they forward it to the
Treasurer. The Treasurer matches the checks prepared
from the advance copy of the warrant against the war-
rant itself, and mails the check and a copy of the invoice
to Socony-Vacuum.

In terms of working time spent, this lengthy process
costs at least $72,288 per year and that is a conserva-
tive estimate.1

One way of reducing the present cost is to reduce the
number of invoices. Another is to reduce the number of
processes to which each invoice is subjected. Working
closely and in full co-operation with Public Works,
Socony-Vacuum and the Commission on Administration
and Finance, we have developed a plan for the reduction
of the present 1,200 monthly invoices down to just one
invoice per month. The complicated system described
above will be replaced by the following system:

Socony-Vacuum will supply to Public Works sufficient
number of IBM punch cards, one for each sale. They
will replace the present charge cards and sales slips. The
vehicle registration number will be stamped on each card,
and a batch of cards will be placed in a folder and remain
with the vehicle.

When the driver buys gasoline or oil, he will write the
sales information on the card, sign it, and give it to the
filling station attendant. He will keep a stub, on which
he will record the date and the amount of the purchase,
and he will keep the stubs with the vehicle, to be available
in case of spot-checks for auditing purposes. The filling
station attendant, after signing the card, will send it to
Socony-Vacuum, which will punch it to show the item-
ized transaction and the total price. Their business ma-
chines will compute the discount and federal tax deduc-

1 The cost is not as much as that of the average purchase, for, as indie
case of gasoline there isa blanket purchase order.
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tions for all the cards sent in during the billing period,
and the composite total of all sales to all vehicles will
appear on a single invoice. This single invoice, backed
by the supporting cards, will be sent to Public Works in
Boston.

At Public Works, this one monthly invoice will be
processed as follows: The tabulating section will verify
Socony-Vacuum’s totals. The coding section will charge
the invoice items to the proper accounts. The pre-audit
section will liquidate the amount of the invoice on the
encumbrance register, and forward it to the Comptroller
for the usual processing and payment.

Thus not only will the number of invoices per month
be reduced from twelve hundred to one, but the extent
and expense of processing in the Public Works Depart-
ment will be greatly decreased as well. It does not
appear that the new plan will in any way reduce the
effectiveness of control over these purchases. Mileage
records will continue to be required as at present, and
can be spot-checked against the stub records or the IBM
cards supporting the invoice, if desired. Cost accounting
requirements can be adequately met by putting these
transactions into an overhead account and allocating it
to the various projects on a mileage basis.

The elimination of the processing of about 1,199 in-
voices will be offset only to a very small extent by the
cost of operating the new system. We conservatively
estimate that in terms of man-hour costs, the new system
will save the Commonwealth at least $70,000 per annum.

We recommend that retail gasoline purchases by other
state agencies which, unlike Public Works, do not
operate on funds dedicated to them by constitutional
fiat be consolidated, as soon as possible, in the Com-
mission on Administration and Finance. In the next
appropriation act, we urge that a single appropriation
for this purpose be made to that Commission instead of

The Other State Agencies.
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to the various agencies (excluding Public Works). The
Commission now buys telephone service for all the many
agencies housed in the State House and the Ford Build-
ing. In the same way, it can pay for the gasoline in state
cars and trucks, regardless of what department uses
them. It would have available, on the punch cards, all
the information which it might want with respect to the
motor transportation costs of particular departments.
There would be one invoice instead of about 600 per
month, and departmental processing would be eliminated
altogether. Adoption of this recommendation will save
the Commonwealth, in terms of man-hour costs, a con-
servatively estimated sum of $35,000 per annum.

Again in this field, a great number of separate invoices
could well be combined, with the Commission on Ad-
ministration and Finance being the sole purchaser for all
agencies except Public Works. Here there is a wide
variety of vendors, but much the largest is Boston Edison
Company, which supplies electricity to several state-
owned buildings and to the traffic lights maintained by
the Department of Public Works and the Metropolitan
District Commission. There are 534 meters separately
invoiced to Public Works. Boston Edison accounts for
about 100 of these for traffic lights, as well as for 76 for
street and traffic lights invoiced to the M. D. C. Most of
these invoices are for small amounts a spot-check
indicates an average of $10.41 which vary very little,
if at all, from month to month.

We have negotiated with Boston Edison to the end
that they a single invoice instead of a multitude
of them but again, the greatest advantage can be
obtained by centralizing responsibility for these virtually
automatic purchases in the Commission on Administra-
tion and Finance. There is no reason why smaller sup-
pliers cannot likewise combine their meter readings on

(5) Electricity.



HOUSE No. 2186. [Feb.14

to a single invoice; and there is no good reason for
Boston Edison to send monthly invoices at all. We
recommend that, instead, Public Works and the Com-
mission on Administration and Finance enter into agree-
ments with them, under which an estimated quarterly
total consumption is agreed on, one third of it to be paid
for in each of the first two months of the quarter, with
the third month’s payment adjusted in accordance with
the quarter’s actual consumption as shown by the meter
readings.

If this recommendation is adopted, we estimate that
the time saved will be equivalent to a saving to the
Commonwealth of at least $30,000 per annum.

(c) Purchases in Amounts of $25 or Less.
Substantial sampling indicates that annually about

176,000 purchase orders approximately one half of
all the state’s purchase orders are for $25 or less.

About 156,000 of these small purchase orders are
“departmental” purchase orders, which do not go
through the Purchasing Bureau. In the case of each of
these orders, the following steps are now taken:

The purchase order is made out by the spending
agency, encumbered in its records and then sent to the
Comptroller.

The Comptroller encumbers it on his records and then
mails it to the vendor.

The spending agency encumbrance is liquidated upon
receipt of the invoice from the vendor, and the invoice is
then sent to the Comptroller.

The Comptroller pre-audits the invoice, liquidates the
encumbrance on his records, and puts the vendor’s name
and the amount of the invoice on a# warrant for the
Governor and Council.

The Comptroller sends a copy of the warrant and
invoice to the Treasurer, who prepares a check for the
vendor and matches it with the copy of the invoice.
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After approval of the warrant by the Governor and
Council, the Treasurer mails the check and invoice to
the vendor.

All of the above steps are taken, even though the
purchase may be for an item costing only $5, or even
less; in fact, we have even seen one invoice for only 47
cents, which was subjected to this extensive and ex-
pensive processing.

About 20,000 of these transactions, annually, are
Purchasing Bureau orders. Here the procedure is even
more complicated.

The spending agency prepares a requisition, encumbers
it, and sends it to the Purchasing Bureau.

The Purchasing Bureau makes up a purchase order and
sends it to the Comptroller.

The Comptroller encumbers the Purchasing Bureau
order. «

The Comptroller sends the Purchasing Bureau order
to the vendor and also sends a copy of it to the spending
agency.

The spending agency then liquidates its original en-
cumbrance and encumbers the Purchasing Bureau order.

The spending agency encumbrance of the Purchasing
Bureau order is liquidated upon receipt of the invoice,
and the rest of the processing prior to the payment is
the same as described above.

We estimate that in terms of man-hours spent on all
this processing, these 176,000 transactions cost the
Commonwealth at least 81,129,500 each year. The total
value of all the purchases themselves is only about
$2,200,000. Thus, when it makes a small purchase, say
of $l5, the Commonwealth is also spending half as much
again in doing the vast amount of paper work incident
to the transaction.

We believe that this high cost of processing offers an
obvious field for possible large savings. Such administra-
tive economies, however, should not be attempted with-
out effective provision for adequate fiscal controls. We
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have directed our staff to continue its work in this field,
and it is doing so vigorously, working closely with officials
of the Commission on Administration and Finance. Our
objective is a sharp reduction in processing costs, and
we expect to report to you further on this matter.

Under present practice, the State retains in its Suspense
Account, unavailable for general use, the total amount of
unclaimed wages and uncashed checks.

At the end of the last fiscal year, in the Unclaimed
Wage Fund (Code 7207), there was a cash balance of
$15,181.54. Of this amount, $6,849.71 represented wages
which were due more than six years ago and are still un-
claimed. Only $168.81 was paid out of this fund last
year to wage claimants, and only $191.39 the year before.

In the Unpaid Check Fund (Code 7208), there was a
cash balance at the end of the last fiscal year of $121,-
831.57. Of this money held to pay uncashed checks,
$97,824.85 represented the total of checks which were
issued more than six years ago and are still uncashed.
Only $5,106.97 was paid out of this fund to payees of the
checks, and $14,477.08 the year before. Checks totalling
a substantial sum, the Commission knows, were issued
more than twenty years ago yet the money to pay
them is still being held for the payees, in case the latter
should ever want to cash them, or against the day when
the payees die and their executors or administrators must
cash them.

Thus it seems clear that, at the very least, the amount
of money held idle in these funds a 100 per cent re-
serve should be drastically reduced, by appropriation
to the General Fund. But we would go further, and re-
quire the outlawing of ancient claims against the State,
as they are now by statute outlawed when made against

111. Unclaimed Wage Fund and Unpaid Check
Fund.
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private persons. The concept of a six-year statute of
limitations has long since gained widespread public un-
derstanding and acceptance. It would be no injustice to
anyone if, with due notice being given, a similar six-year
statute was now applied to the Unclaimed Wage Fund
and the Unpaid Check Fund. Unless the notice produced
a sudden rush of valid claims by persons who earned
wages many years ago, and a hurried cashing of ancient
checks, such action would immediately put $107,676.17 1

into the General Fund, for use by the State.
We recommend that such a statute of limitations be

enacted and that the two funds be abolished, effective
July 1, 1951. If the Legislature wished to appropriate one
hundred per cent of the amount of wage claims and un-
paid checks which would still be collectible, and to have
that amount held in reserve each year, it could do so.
There wr ould still be a substantial net financial gain to
the Commonwealth in the next fiscal year. It is impos-
sible to state definitely how much this net gam would be,
but assuming an appropriation equal to the total amount
of all the remaining claims not outlawed by the statute,
the General Fund would still be the gainer by $81,401.56.
This amount, now in fact just idle money, would be avail-
able for the general purposes of the Commonwealth.

IV. Procedure.
The major fact about the procedure which we have

adopted is this: Before we file a report on any agency
or group of agencies, we intend to invite the fullest pos-
sible participation of the agency officials concerned, in-
terested citizens’ groups, members of the General Court,
and the press and the public at large.

It might be easier, and certainly it would be quicker,
to do all of our work behind closed doors and then pre-

1 This assumes that during fiscal year 1951, wages and checks would be paid in an amount
double the largest annual payment in the last two years, the age of the collected claims
being in the same proportion as the age of the claims outstanding.
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sent you with a complete blueprint, saying “take it or
leave it.” But experience in other States shows that such
a procedure contains the seeds of eventual failure. Where,
on the contrary, reorganization commissions have taken
the time and the trouble to obtain advice and assistance
from every possible source, substantial improvements in
government structure have resulted.

We do not believe that you have entrusted us with this
tremendous job, on the assumption that we will prepare
just another report to add lustre to the archives. Our
duty is to present to you recommendations which will,
in fact, be the basis of needed reorganization. Our task
is not academic, but practical. We confront conditions,
not theories. In our study of the conditions, we need
and welcome the help of all who are informed about those
conditions. In planning improvements, we need and wel-
come the advice and aid of all who are concerned with
making the machinery of our state government more
effective and economical and serviceable.

Accordingly, we have adopted the following procedure
in preparing each separate report on individual depart-
ments or functions of the government.

1. A lengthy staff memorandum is prepared, and is considered by
the Commission,

2. The staff memorandum is revised and submitted to the heads of
each agency concerned, and they are invited to discuss it
with the Commission.

3. After further revision, if necessary, the staff memorandum is
made available to the press and is discussed informally with
a group of experts on the particular subject and representatives
of citizens’ organizations especially concerned with that sub-
ject.

4. A draft of a purely tentative report is prepared and given to the
press, and a public hearing is held on it.

5. The Commission then prepares its Report on that subject

This procedure takes time. It takes so much time that,
with several meetings each week, we will probably be
able to file only one-quarter or one-third of our contem-
plated reports by March 31, 1951. But we are con-
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vinced that you want us to present to you, not idle words
but recommendations which will lead to the best possible
results: and this is the best way to do it.

Respectfully submitted,

CHESTER A. DOLAN, Jr.,
Chairman.

FRED C. HARRINGTON,
Vice-Chairman.

JOHN E. POWERS.
GEORGE J. EVANS.
JOHN W. CODDAIRE, Jr.
RALPH LERCHE.
JOHN M. SHEA.
EARLE S. BAGLEY.
HOW ARD W7HITMORE, Jr.
JOHN H. MEAGHER, Jr.
EDMOND F. WRIGHT.
WILLIAM H. BIXBY.
WILLIAM H. HEARN.
CORNELIUS F. HALEY
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In the Year One Thousand Nine Hundred and Fifty-One.

An Act relative to the disposal of unpaid checks

AND UNCLAIMED WAGES.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, which, in part, is to pro-
-3 vide for the disposal of certain unpaid checks and
4 unclaimed wages before the beginning of the fiscal
5 year commencing July first, nineteen hundred and
6 fifty-one, therefore it is hereby declared to be an
7 emergency law necessary for the immediate preserva-
-8 tion of the public convenience.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Section 1. Chapter 29 of the General Laws is
2 hereby amended by striking out section 32 and in-
-3 sorting in place thereof the following section: —•

4 Section 32. Disposal of Unpaid Checks. All
5 checks given by the state treasurer and not paid
6 within one year after the date thereof shall be pay-
-7 able only at the office of the state treasurer, but no

8 check given by the state treasurer shall be payable
9 later than six years after the date thereof. Annually

PROPOSED LEGISLATION.

C&e Commontoealtf) of
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10 during the last week in April the state treasurer shall
11 cause a notice of the foregoing provisions of this sec-
-12 tion to be published once in each daily newspaper in
13 the commonwealth.

1 Section 2. Said chapter 29 is further amended by
2 inserting after section 32 the following:
3 Section 32A. Disposal of Unclaimed Wages. —No
4 wage or salary due from the commonwealth shall be
5 payable later than six years after the same shall have
6 become due. Annually during the last week in April
7 the state treasurer shall cause a notice of the foregoing
8 provision of this section to be published once in each
9 daily newspaper in the commonwealth.








