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California Highway Patrol—Continued
ANALYSIS '

The department is forbidden by statutes to create .deficiencies by
obligating itself beyond its budget. While General Fund agencies may
request the Department of Finance to cover unanticipated costs from
the general Emergency Fund, the Department of the California High-
way Patrol may not do so. In the past, a $100,000 contingency fund
has been provided, under control of the Department of Finance, to
cover additional costs of motor vehicle operation only. This cannot be
used for salaries, equipment, or general operating expenses.

Approval of this amount is recommended.

DEPARTMENT OF INDUSTRIAL RELATIONS .
ITEM 134 of the Bud~get Bill Budget page 310

FOR SUPPORT OF DEPARTMENT OF INDUSTRIAL RELATIONS
FROM THE GENERAL FUND

Amount requested $9,217,763
Hstimated to be expended in 1958-59 Fiscal Year 8,503,505
Increase (8.4 percent) R . —— $714,258
TOTAL RECOMMENDED REDUCTION $29,736

GENERAL SUMMARY

The department directs the activities of nine divisions in the admin-
istration and enforcement of state labor laws. It is directed by the
Labor Code to foster, promote and develop the welfare of wage earners
in California, to improve their working conditions and to advance
their opportunities for profitable employment. Seven divisions function
in various areas of labor law jurisdiction while two provide staff
services. '

Several problem areas and related recommendations requiring major
changes in the department’s organization and operations are dis-
cussed below. Many of these problem areas have been discussed, with
pertinent recommendations, in past analyses starting in 1952-53. Adop-
tion of these recommendations could be expected to result in major
improvements in services and the department’s cost to the General
Fund would be more than halved. Recommendations applying to more
than one division are discussed in detail below while those applying
to a particular division are discussed under the analysis for that
division. Where appropriate, recommendations requiring major changes
involving legislation are also discussed in the section of the analysis
which proposes changes requiring legislation.

Although many of these recommendations would involve major
changes in policy and in legislation, they directly affect the budget of
the Department of Industrial Relations and state costs for these funec-
tions. For this reason we believe it is proper for the appropriations
committees of the Legislature to consider these recommendations in
connection with the budget for possible recommendation to the Legis-
lature.
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General Summary—Continued o o

1. It is recommended thai the director be given legal authority to
exercise positive control over oll divisions, both in fiscal and policy
maitters. This recommendation has been presented in previous analyses
and is basic to the department’s problems. It would require that divi-
sion chiefs and other appointive positions be directly responsible to the
director and responsible to the Governor only through the director. It
would also require that the director be given positive, broad authority
to organize and direct the activities of all divisions. Implementing
1(;%1is recommendation would require extensive changes in the Labor

ode. s :

The Governor’s appointees include, in addition to the director, the
chiefs of seven divisions and boards or commissions of five divisions.
The large number of appointees has resulted in the past in obseuring
lines of authority and responsibility and has encouraged a high degree
of divisional autonomy. In theory, the director can require any division
to assist in the enforcement of any labor law and is authorized to
organize the department, subject to the Governor’s approval, so as
““properly to segregate and conduct the work of the department.’’ As
a practical matter, the director’s effective control over the various
divisions under the present system of appointees is largely limited
to housekeeping matters. This situation seriously hampers attempts
to introduce efficiencies through consolidation or redistribution of
responsibilities, functions and physical facilities. Implementation of
department-wide policies is also extremely difficult.’

2. It is recommended that where the department is rendering o
revenue-producing service, the department be required to establish fee
schedules which will prodice the cost of these services. Most of these
fees are now specified in the Labor Code.

The department regulates, licenses, inspects and serves in various
ways a wide variety of interests. Almost without exception, these serv-
ices directly concern limited groups and only indirectly the general
public. In many cases, identical services are rendered by private or
local government agencies under the supervision of the interested divi-
sions.

Revenues realized as a result of these activities do not recover over-
all costs. If the parties directly benefiting from the department’s activ-
ities were to be assessed full costs, it would enable a major reduction
to be made in the department’s budget. The related increase in
individual fees would not be excessive or burdensome. Other, possibly
more important advantages could also be expected. This policy would,
for instance, eliminate situations where divisions are encouraging out-
side agencies to assume an activity, yet continue to perform the activity
themselves at a fee less than cost. Details and specific cases will be dis-
cussed under the appropriate division aralysis.

3. It s recommended that the enforcement and administrative func-
tions of the Diwistons of Labor Law Enforcement and Industrial Wel-
fare be merged. This, again, is a needed change in the department’s
organization that has been discussed many times in previous analyses.

The functions of these two divisions are closely related, the primary
difference being that the Division of Industrial Welfare is concerned
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General Summary—Continued

exclusively with women and children. This dlfference does not appear
sufficient to justify the expensive requirement that two distinet field
and administrative organizations be maintained.

4. Recommendations concerning the financing of the Division of
Industrial Accidents and certain programs of the Division of Indus-
trial Safety are discussed in detail under the analyses of these two
divisions. The program which is recommended would place programs
of these two divisions on a self-supporting basis, similar to plans in
use in several other states. These recommendations, if adopted, would
reduce the department’s General Fund requirements by more than 50
percent, involve no reduction in the level of services and be along
lines generally believed to be the soundest for an efficient workman’s
compensation insurance program. Further, it would only increase the
direct cost of workman’s compensation insurance by an inconsequential
amount. The recommended changes would require major changes in the
enabling acts of both divisions,

ANALYSIS
Summary of Reductions
P ee . Budget
Division of Administration : A
Salaries and wages Amou@t Page  Line
.5 ‘duplicating machine operator $1,728 310 65
Operating expenses
In-state travel 3,600 310 T4

Division of Industrial Safety
Operating expenses
In-state travel 12,500 313 48
Division of Industrial Welfare
Salaries and wages

1 area supervisor_ ——_ 7,008 314 = 16
Operating expenses
"~ In-state travel 3,000 314 25

Division of Housing
- Operating expenses : :
In-state travel ____ 3,000 316 23

Total recommended reduction $30,236

. Expenditures for this department are scheduled at $9,860,120, an
increase of $751,064 or 8.2 percent over estimated expenditures for
the current year and an increase of $1,372,151 or 16.2 percent over
actual expenditures in 1957-58.

There are no major changes in the department’s program planned
for 1959-60 with the possible exception of services to the Metropolitan
Transit Authority which may be completed prior to the start of the
budget year and will be fully reimbursable. This program will be dis-
cussed under the analysis of the Conciliation Service budget request.

Salaries and Wages

The department is requesting a total of 17.5 new positions, an in-
crease of 1.2 percent over the 1,088.4 positions authorized for the cur-
rent year and 11.1 percent over the 991.8 shown by the d1v1s1on as
actually used in the 1957-58 Fiscal Year. '
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General Summary—Continued
Operating Expenses

Operating expenses of the department are estimated at $1,789,450,

-an increase of $332,453, or 22.8 percent, over estimated operating ex-
‘penses for the current year and $501,640 or 39 percent over this item

in 1957-58.
The major item of increase is rent. ThlS item is estimated at $407,067

‘for 1958-59 and proposed at $661,7381 for 1959-60, or an increase of

$245 664 and 60.3 percent. Space requirements are estimated at 186,615
square feet for 1958-59 and 223,186 for 1959-60, an increase of 36,571
square feet or 19.6 percent. The proposed increase in space will result
in average space per employee increasing from 171.4 square feet in
1958-59 to 202.5 square feet during 1959-60:if all new positions re-
quested in the budget are allowed. As the foregoing statisties indicate,
the increase in total space is not only a result of additional personnel,
but results also from an increase in space per employee. The depart-
ment’s costs per square foot are also increasing from 21.8 cents esti-
mated in 1958-59 to 29.6 cents proposed for 1959-60, an increase of 35.8
percent. These increases are partially a result of the department’s
move during 1959-60 from its present headquarters to the new State
Building in San Francisco. The impact of this move on the budget is
not limited to this department, but affects all agencies moving into the
new building and is dlscussed in detall in the preliminary statement of
this analysis.

Estimated in-state travel costs for several divisions have been in-

‘creased substantially for the budget year. Where these increases appear

unrealistic, reductions are recommended. The total savings from these
reductions would be $18,500. It is noted other divisions with similar
travel requirements appear to be budgetmg for this item more reahs-

tleally and have avoided substantial i increases.

. . v Equipment :
Eqguipment expenses of the department are estimated at $173,932, an

-jncrease of $11,719 or 7.2 percent over estlmated costs for the current
-year.

The department 8 prehmmary equlpment request was rev1ewed in
detall with department personnel and the Budget Division of the De-

partment of Finance. As a result of these discussions, a material redue-

tion was made in this item by the department and we believe the
equipment request, as now budgeted is generally in line with the needs
of the agency.

Division of Administruiion

,GENERAL SUMMARY

This division performs fiseal, accounting, personnel and housekeep-
ing services for the other d1v1S1ons and includes the offices of the direc-
tor and the self-insurance manager.

ANALYSIS
The division is requestmg a total of $1,282,110, an increase of $364 -

T605 or 39. 7 percent over estimated expendltures during the current

year.
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Division of Administration—Continued
Salaries and Wages
0.5 Duplicating machine operator II (budget page 310, line 65) $1,728

The division is requesting an additional one-half position, duplicat-
ing machine operator II, on the basis that it has been relying on bor-
rowed help to meet inereasing workload in the duplication unit and
such help is no longer available.

g We recommend this one-half position be deleted for o reduction of
1,728. :

The division’s equipment request includes one Graphotype, one Ad-
dressograph and other new equipment for the present duplicating sec-
tion to replace aged and less efficient equipment now in use. The cost
of this new equipment is in excess of $13,000. In addition, the section,
now using highly unsatisfactory and inefficient work space, will be
moving to quarters in a new state building during the 1959-60 budget
year. The combination of new equipment and improved working condi-
tions should more than equal a half position in increasing output.

The position of the self-insurance manager and related expenses,
totaling $15,324, will be discussed in detail in the analysis of the Divi-
sion of Industrial Accidents.

Operating Expenses
The division’s operating expenses are scheduled at $944,856, an in-
crease of $279,213 or 41.9 percent over the estimated expenditures for
the current year. This division’s budget includes rent for the entire
department, which accounts in large part for the substantial increase
over this item for the current year. The rent item is discussed under
the department’s operating expenses.

Troveling—in-state (budget page 310, line 74) . _______ 317,387

The division is requesting $17,387 for in-state traveling in 1959-60,
an increase of $6,026 or 53 percent over the expenditures in the most
recent year for which actual costs are known—1957-58. It is recom-
mended the request for in-state travel funds be reduced by $3,000. In
the period since 1957-58 the division’s authorized staff which incurs
travel has not been increased. It would appear the costs of in-state
travel have been overestimated by a wide margin for 1959-60. A re-
duction of $3,000 would still leave an increase of $3,026, or 26 per-
cent over the 1957-58 cost level.

. Division of Conciliation
GENERAL SUMMARY

The Conciliation Serviee has the general responsibility of promoting
sound employer-employee relationships and mediates labor-management
disputes.

ANALYSIS

This division’s request of $140,689 is an increase of $1,767 or 1.3
percent over estimated expenses in the current year.

The service was projected into a new area of labor-management prob-
lems when the 1957 Legislature gave it the responsibility of settling
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Division of Conciliation—Continued

union representation problems growing out of the ereation of the Metro-
politan Transit Authority of Los Angeles. The service was, according
to the legislation, to discharge this task at no expense to the State. At
the outset, the service was faced by two major problems:

1. There are no state statutes. covering union representation prob-
lems.  The service was directed to follow the relevant federal law,
specifically, but not exelusively, the Labor Management Relations
Act of 1947 and the Railway Labor Act. These laws are not com-
-patible on several points and not necessarily applicable to all
aspects of the present situation. The service has named an arbiter
and initial hearings have been completed, so that it is apparent
that, while the legal questions involved posed obstacles to the ini-
tiation of hearings, they have been temporarily overcome.

2. While the service was directed to conduct the settlement of this
matter on a reimbursable basis, no funds were provided to finance
the operation pending reimbursement. Subsequently, emergency
funds wére made available by the Department of Finance and the
Metropolitan Transit Authority has indicated it will reimburse the
service for all costs.

The service and the department recognize that this matter may well
portend a future involvement in the labor-management relations of pub-
lic agencies, especially where representational matters are at issue, and
is cognizant of the preeedent-settmg 1mphcat10ns of the case.

If it appears the service will be involved in such labor-management
problems in the future, it would seem advisable that a formal procedure
be adopted. Such a proeedure might be best effected through the passage
of statutes preseribing the responsibilities of the parties and the role of
the serviee, and also a provision for funds and reimbursement require-
ments. .

Approval of this budget as submitted is recommended

Division of Industrial Accidents
GENERAL SUMMARY

~ The Industrial Aceident Commission performs the claims adjusting
function under state workmen’s compensation laws. The major objec-
tive is to assure for the injured workman and his dependents that they
receive, with least possible delay, their full benefits under the law.

ANALYSIS

This division’s request for 1959-60 is $2,852,039, an increase of
$68,117 or 2.4 percent over estimated expend1tures in the eurrent year.

‘While the division is not requesting any new positions, its case work-
load has been steadily increasing. The average increase in filings in re-
cent years has been about 9 percent but reached 16.9 percent in 1957-58.
Through additional personnel added in the present fiscal year, and
improvements in procedures and other efficiencies introduced since the
last analysis, the division has not only been able to cope with inereases
but has been able to reduce backlog. The division is of the opinion it
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Division of Industrial Accidents—Continued

can discharge its growmg Workload without-additional personnel during
1959-60. :

An analysis of the division Workload statistics in the budget indicates
that of 10,028 cases estimated to be pending as of the end of 1959-60,
8,648 cases will be in process within the 60-day completion period re-
quired by law and 1,380 will be true backlog. In view of the division’s
desire to avoid increasing general fund costs, we recommend approval
of its budget as submitted but note that, in accordance with formulas
developed in recent years, it appears at least one referee team should be
added. Continued improvements in internal efficiencies may eliminate
the need for additional referees and, 1n any ‘event, backlog at the end of
1959-60 would be minor.

This division acecounts for 80.9 percent of the department’s entire
1959-60 budget, and is, in fiscal terms, the largest single division. All of
these funds are expended in the process of adjusting claims under the
workman’s compensation laws. The only revenue received is a small
amount from the sale of transeripts. o

~.California is among the minority of Jurlsdmtlons Whlch still finance

the claims adjustment function of workman’s compensation programs
from general funds. A total of 29 states rely on various assessment
methods to finance this aspect of compensation insurance, nine of them
also financing industrial safety programs through this means. Nation-
ally, almost two-thirds of all costs of operating claims adjustment fune-
tions of workmen’s compensation programs are being met by assess-
ments rather than general fund appropriations.

" The assessment method of financing the adjustment of compensation
claims has major advantages in addition to the obvious one of elimi-
nating a multimillion dollar General Fund budget item. The need for
an efficient and humane compensation program is indifferent to the
overall problems of General Fund budeting. The rate of crippling
industrial accidents will not be influenced in the least by the level of
appropriations in any given year. The need for swift claims settlement
and, thus, the division’s services, is usually at its highest in times of
economic downswmgs the very t1me when pressure to reduce appropri-
ations is usually the greatest. Where the program must compete yearly
with other agencies for funds, long-range planning to meet changing
needs becomes highly hazardous The level of service will respond to
budgetary considerations as well as need if the General Fund is looked
to for financing.

A program which is independently finaneed can be largely self-direct-
ing; able to size its serviees to changing needs and long-range planning:
For these reasons, experts in the field of workmen’s compensation insur-
ance consider self-finaneing to be the most desirable and efficient method
of meéting the costs of the program. In view of the successful experi-
ences of a majority of states, it would appear highly desirable that. Cali-
fornia undertake immediately to-place its compensation claims adjust-
ment program and related portions of the over-all industrial accident
and safety program on an assessment basis.

- The methods of financing used in other states are based on assess-
ments against insuranece issuers or carriers. In both cases the assessment
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Division of Industrial Accidents—Continued

becomes an item of insuranceé cost. This is comparable to other types of
insurance where costs of claims adjustment, safety and educational pro-
grams and other activities are a cost of insurance and are reflected in
premium rates. In California the current cost of the claims adjustment
program to the General Fund is approximately 1.5 percent of total
workmen’s compensation premiums. Methods and bases of assessment
vary in different states. California has a wide base of experience to
draw upon in view of the many systems in use and the extensive expe-
rience of other states.

» Those employers who satisfy the requirements of the state’s com-
pulsory workman’s compensation insurance law by qualifying as self-
insurers are under the supervision of the Manager of Self-Insurers. The
Manager of Self-Insurers and related clerical help are currently at-
tached to the Division of Administration and are budgeted for 1959-60
at $15,324 plus related overhead costs.

It is recommended that, as the office of the Manager of Self-Insurers
is am integral part of the State’s Workmen’s Compensation Insurance
Program, and no purpose is served by its retention under the Division
of Admanistration, that this office be placed in the Division of Industrial
Accidents. Under an independently financed compensation insurance
program, the costs of the office of the Manager of Self-Insurers would be
assessed against self-insurers as a proper cost of their program. Regard-
less of the financing of the function, the logical location of the office is
in the Division of Industrial Accidents.

It is recommended that the Division of Industrial Accidents be placed
on an independently financed basis as soon as practicable, including
functions of the Division of Industrial Safety as are discussed in the
analysis of that division. This recommendation is directed to the finane-
ing of the program and contemplates no change in the present function
or organization other than the inclusion of the Manager of Self-Insurers
and would restore to the division responsibilities for those portions of
the State’s industrial aceident program most directly related to work-
man’s compensation.,

Division of Industrial Safety
GENERAL SUMMARY

The chief responsibility of this division is the reduction of work
injuries in employment and places of employment. Objectives are
accomplished through enforcement of work safety laws, the study of
industrial accidents, establishment and enforecement of safety stand-
ards, education and co-operation with other agencies.

ANALYSIS
This division is requesting a total of $1,896,808, an increase of
$131,684 or 7.5 percent over. estimated expenditures for the current
ear.
Y The activities of —thls d1v1s10n for the purpose of this analysis are
divided into two general areas. One major activity -is the inspeection,
as required by law, of pressure vessels.and elevators, either by division.
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personnel or by properly deputized inspectors of other public and
private agencies. The other major activity is concerned with general
safety activities and is largely carried on by establishing and enforeing
safety standards and preparing and distributing edueational materials.
These two areas of activity will be discussed separately below.

The division’s legal inspection workload has increased apace with
the State’s general economic and population growth and, if present
policies are continued, will continue to do so in the future. In addition
to inspections by division personnel, properly deputized inspectors of
private insurance interests and local governments inspect under the
supervision of the division. In 1957, the division inspected 4,588 ele-
vators compared with 17,452 inspected by other agencies. Much the
same situation prevails for pressure vessels. Because of this mixed
inspection system, the division’s workload is not the total number of
inspection units, but only those which are not inspected by outside
agencies.

Presently the fees charged for inspections by the division are less
than the cost in most instances. If it is to the financial advantage of
insurance issuers and others to have the division perform inspections,
there is little incentive for nonstate agencies to assume this activity
at their own expense.

The two alternative solutions to the problem of copmg with an ever-
growing inspection workload appear to be the following:

a. The division’s staff can be increased indefinitely as the number
of inspection units increase, at an ever-increasing cost to the Gen-
eral Fund. An indication of the direction this policy is taking
the division is the addition of five boiler engineers in the current
year with five more requested for 1959-60.

b. Outside agencies, under the supervision of the division, can be
given a financial incentive to assume a greater share of the work-
load. A fee schedule based on the cost of inspections or the price
of comparable private services would eliminate any financial ad-
vantage to outside agencies of having the division do the work.
‘Where insurance issuers and self-insurers now rely on the state
service as a less costly alternative to performing their own inspec-
tions, they are, in effect, enjoying a subsidy. This subsidy would be
eliminated under a cost-based fee schedule.

The cost to the General Fund of this division would be reduced
substantially under such a fee schedule. The salaries and wages of boiler
and elevator engineers in the division’s proposed 1959-60 budget are
$322,408 and this figure does not include divisional and clerical costs
nor related overhead costs. Revenues from inspections are anticipated
to be only $108,802. »

It is recommended that the department be required to establish a
flexible schedule of fees which will recover the full costs of all inspec--
tion programs. Most fees are now specified by law. In this analysis, full
costs are construed to include all divisional and departmental overhead
related to the inspection programs.
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A fundamental step, a supplement rather than alternative to either
of the above, would be a complete reappraisal of the inspection units
which comprise the division’s major area of responsibility. In the years
since the pressure vessel and elevator inspeetion programs were estab-
lished, there have been many technological improvements which have
basically changed safety characteristics. In the case of boiler accidents,
for example, in California there were 17 fatalities in 1915 and 1916
but in the nine years between 1946 and 1954, there were only two,
despite an amazing increase in the number of boilers in use. Such a
reappraisal, with a view to eliminating or reducing the frequency of
inspections on specific classes of units to realistically relate statutory
Inspection requirements to safety needs, could have a major impact on
the number of ingpections required annually.

It is further recommended that the division be directed to survey
all classes of units now required by law to be inspected to determine
which units can be eliminated from inspection and which require
reduced frequency of inspection commensurate with safe practices and,
upon such a determination by the diviston, the laws applying to in-
spections be changed to reflect the true requirements of good safety
practices..

The other major aspect of the division’s work is devoted to conduct-
ing educational activities, research programs, correction of unsafe
working conditions, consultation and, in general, promoting safety in
employment. .

This activity is closely paralleled by the safety activities of work-
man’s compensation insurance firms in the State. In 1957 these firms
are estimated to have expended between four and five million dollars
on safety engineering programs. These programs are financed in ac-
cordance with a legal allowance in the premium rate structure of 2.5
percent which is to be spent in promoting industrial safety. The cosfs
of such programs are reflected in premium rates to employers and the
benefits are reflected in lower casualty losses and, thus, lower premium
rates. The carriers of such insurance, therefore, both pay for the insur-
ance safety programs and reap the monetary benefits. The legal allow-
ance in the premium rate structure to enable insurance issuers to carry
on safety programs implicitly recognizes that such programs are a
proper cost of insurance. The direct monetary beneficiaries are the car-
riers of insurance who enjoy lower premium rates when accident inci-
dence declines.

The division’s safety program, to the extent it is successful in re-
- ducing industrial accident rates, inures directly to the monetary benefit
of employers who are legally required to carry workman’s compen-
sation insurance. It is an integral part, as much as the safety programs
of insurance firms, of the total compensation insurance program and,
as such, is a proper cost of such insurance. In nine states this relation-
ship is recognized by the inclusion of safety programs in independently
financed state workman’s compensation insurance programs. California
has historically grouped the two activities in one funetional group.
‘When the Industrial Aeccident Commission was established in 1914, it
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included the Industrial Accident Prevention Bureau, predecessor to
the present division of Industrial Safety. It was not until 1945 that the
separation into the present divisions was made.

It is not possible to isolate the costs of the division’s safety program
from the statutory inspection activity in the budget but the proposed
1959-60 wages and salaries for safety engineers other than boiler and
elevator engineers are $942,638. This figure does not include supervisors
and clerical wages and salaries, divisional and departmental overhead
and administrative costs or related operating and equipment costs.

If the division’s program and that of the insurance firms were co-
ordinated at the present level of expenditures by all parties, the total
safety program in the State could undoubtedly be made more effective.
The cost of compensation insurance would be increased less than 1 per-
cent by the addition of the cost of the division’s program, and if the
co-ordination of the division’s program and that of the insurance
mediums resulted in savings it would be even less.

It is recommended that the safety program of the division be merged
with the Diviston of Industrial Accidents and placed on o self-financing
basis. This recommendation is a companion to the recommendation in
the analysis of the Division of Industrial Accidents and it contemplates
no change in the State’s field industrial safety program. The total sav-
ings to the General Fund in 1959-60, as a result of the recommendations
pertaining to those two divisions, would be approximately $4,600,000.
None of these recommendations entail a reduction in the present level
of services and all could be expected to result in a level of services
responsive to changing needs.

Salaries and Wages

The division is requesting a total of eight positions in the budget,
all related to its statutory inspection program. Five of these positions
are boiler engineers and one is an elevator engineer requested until
June 30, 1960. Two requested clerical positions are directly related to
inspeetion programs. It is recommended that the division’s request for
these position’s be approved. On the basis of the division’s anticipated
inspection workload, they appear justified. It is noted that a large
portion of the inspections will be performed by division personnel in
lieu of outside agencies which did not accomplish inspections within
the statutory time limits.

Operating Expenses

Traveling—an-state (budget page 313, line 48) . _______ $244,628

The division’s request for in-state travel expenses in 1959-60 is
$224,628, an increase of $34,038, or 17.9 percent over the actual cost
of this item in 1957-58. It 1s recommended the division’s request for
in-state travel expenses be reduced by $12,500. Between 1957-58 and
the current year, the division’s authorized positions which involve
travel have increased by approximately 7 percent. It appears, on this
basis, the division has overestimated its in-state travel costs for 1959-60
by a substantial amount. The recommended reduction would still allow
for an increase of 11.3 percent in travel costs since 1957-58.
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Division of Industrial Welfare
GENERAL SUMMARY
This division is responsible for the enforcement of orders of the In-
dustrial Welfare Commission concerning wages, hours and working
conditions of women and minor Workers

ANALYSIS

The division is requesting a total of $433,983 for 1959-60, an increase
of $36,617 or 9.2 percent over estimated expenditures for the current
year.

A major change in the status of this division, which has been dis-
cussed in past analyses would merge enforcement and related admin-
istrative functions with the Division of Labor Law Enforcement. The
two divisions enforce closely related labor laws, the major differentiat-
ing factor being that this division is primarily concerned with matters
involving women and children. It is difficult to justify, on this basis,
the continued maintenance of two complete division organizations, with
related overhead costs. There appears to be no substantial reason why
the agents of this division could not enforce labor laws now enforeed
by the Division of Labor Law Enforcement, nor why Labor Law En-
forcement deputies could not enforce the regulations adopted by the
Industrial Welfare Commission. The savings in administrative and
divisional overhead costs could be anticipated to be substantial and
overall improvements in the enforcement of labor laws could be
expected.

It is recommended, in the interests of overall efficiency wn labor law
enforcement and economy, that the enforcement and admimistrative
activities of this division be merged with the Division of Labor Law
Enforcement. This recommendation contemplates the continuance of
the Industrial Welfare Commission as an arm of the single division
which would be created by this merger.

Salaries and Wages

1 Area supervisor (budget page 314, line 16)__ .. __________ $7,008

One new position, an area supervisor, is requested. This request is
justified by the division as necessary to maintain the present level of
service. In support of its request, the division has submitted statistics
showing increases for each year since 1955-56 for wages collected,
complaints filed, eomplaints pending, office inquiries, exemption per-
mits and special minimum wage permits.

It is recommended one area supervisor be deleted from the budget
request for a reduction of $7,008 and related costs.

‘While this data indicates generally increasing activity, none of these
are a reliable criteria of the division’s need for supervision. A case
involving many employees and a large wage settlement but only one
employer may appear as many complaints, one for each employee,
rather than one complaint. Office inquiries, which numerically are by
far the largest single workload unit, often may not require the services
of a field agent and may be largely of a casual, brief or simple infor-
mation-seeking nature. While these activities are important in the ag-
gregate and essential to the division’s discharge of its responsibilities,
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they, in themselves, do not supply a realistic index of the condition of
the agenecy’s field workload, nor do they relate directly to the need
for area supervisors.

The division has based much of its supporting material on the con-
tention the present level of supervision is below that of four other
divisions. Of these four divisions, only Liabor Law Enforecement has a
comparable enforcement function, the others having field functions
essentially different from Industrial Welfare and, therefore, do mot
provide a valid basis for comparison.

In addition, since the division claims that the increased supervisorial
staff would permit supervisors more time for such managerial activities
as policy reviews, budget studies, training, planning, ete., any valid
comparison between divisions must include the overall ratio between
all supervisorial positions and total personnel, not just field supervisors.

The following comparison can be made on the basis of presently au-
thorized positions:

LABOR LAW ENFORCEMENT

Supervisorial Others
Chief 1 Deputy 43
Assistant Labor Commissioner______ 1 Investigator 10
Supervising Deputy Labor Attorney 6
Commissioner 5 Clerical 70
— Temporary .8
_Total 7 —_—
129.8
INDUSTRIAL WELFARE
Chief 1 Agent 28
Assistant chief 1 Clerical 25
Assistant to chief 1 Temporary 8
Area supervisor 2 _—
— 53.8
5

The ratio between supervisorial and other staff in Labor Law En-
forcement is 1 to 18.5 as compared to 1 to 10.8 for Industrial Welfare.
These ratios would indicate, if anything, that Industrial Welfare is
comparatively well staffed with supervisorial personnel rather than
understaffed.

Other factors recognized in making this recommendation are:

1. The agency points out the great geographical distances now cov-
ered by individual supervisors results in much time lost in travel,
that visits to an individual office are four to eight weeks apart
causing delays in agent activity. Judicious use of the telephone
and the mails would seem a more efficient and far less costly
solution than adding the new position.

2. The division has two agent positions which have been authorized
but unfilled since prior to October 1, 1957. The present workload
figures, even if based on valid criteria, would not accurately re-
flect the performance of the authorized field staff as it has had
two vacant positions during much of the period covered by the
supplied statistics.

444



Item 134 " Industrial Relations

Division of Industrial Welfare—Continued

As an alternative to adding a new position to what is apparently
an already heavy supervisorial staff, it is suggested the division in-
vestigate means of utilizing present staff more efficiently. Specifically,
field supervisors should devote time to fleld supervision rather than
such matters as ‘‘planning, control and co-ordination,’’ reviews of poli-
cies, procedures, budgets and other administrative matters. The time
thus gained, plus savings in travel time and the filling of two previously
authorized field positions, should provide solutions to any problems
which might arise from lack of field supervision and growing field
workload.

Operating Expenses

Instate travel (Budget page 314, line 25) $35,129

The division is requesting $35,129 for this item, an increase of $6,-
830, or 24.1 percent over actual expenditures in 1957-58. It is recom-
mended the division’s instate travel budget request be reduced by $3,-
000. The division has been authorized three new positions which in-
volve travel since 1957-58, increasing that portion of the staff which
has travel expenses by less than 10 percent. In view of the dispropor-
tionate increase in travel costs, it would appear the division’s estimate
of its requirements in 1959-60 is excessive. The recommended reduction
would still allow for an increase of 13.5 percent, or $3,830 for 1959-60
over 1957-58.

Division of Labor Law Enforcement
GENERAL SUMMARY
The division of Liabor Law Enforcement administers and enforces
all labor laws excepting those specifically assigned for enforcement to
other state agencies. In addition, the division is responsible for the
licensing and regulation of private employment agencies.
ANALYSIS

The division’s budget request is $945,735, an increase of $67,238 or
7.6 percent over estimated expenditures for the current year.

The division is requesting five new positions, three deputy labor
commissioners and two related clerical positions for a total cost of
$26,004. On the basis of statistics provided by the division, it appears
the new positions are justified by a continually increasing workload
of wage claims, nonwage complaints and employment agency contro-
versies. The approval of these new positions is recommended.

Division of Apprenticeship Standards
GENERAL SUMMARY
The primary objective of the division is the promotion and develop-
ment of the apprenticeship training program and apprentice employ-
ment opportunities.
ANALYSIS

This division is requesting a total of $825,418 for 1959-60, an in-
crease of $31,354 or 3.9 percent over estimated expenditures for the
current fiscal year. A major portion of the increase is related to the
continuing decline in reimbursements received from the Veterans’ Ad-
ministration, estimated at $13,116 for 1959-60 as compared to the
$30,389 for 1958-59.
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Reimbursements from the Federal Government are decreasing as
the number of veterans enrolled in the apprenticeship program under
Veterans Administration programs diminishes, but a development has
been taking place which may offset this loss of a major source of funds.
Negotiated labor-management joint apprenticeship funds have been
developed in recent years which are basically different from the tradi-
tional apprenticeship committees with which the division has worked.
The negotiated funds differ in that financial contributions and operat-
ing procedures are determined by the participating labor and manage-
ment organizations through collective bargaining and are generally
included in labor-management contracts. Typically, such funds operate
with a full-time, continuing professional staff carrymg out a formal
apprenticeship program.

Negotiated funds presently represent only a small element in the
total apprenticeship program. In three years, 18 such funds have come
into existence and at least six are presently under negotiation. Their
further expansion has been adversely affected recently by a federal
court decision but both labor and management groups and the division
are exerting efforts to rectify this situation.

The impact of this new development on the division’s role is not
vet clear. Under the traditional apprenticeship committee, as differen-
tiated from the negotiated fund, the division’s workload is concen-
trated heavily in applicant selection, referral procedures, record keep-
ing, the establishment and enforcement of standards and miscellaneous
administrative matters. The formal, permanent organization and full-
time professional staff, which is one of the distinguishing features of
the negotiated fund, will do much, if not all of this work. On one hand,
the fund’s professional staff performs some, but not all of the work of
the division’s field consultants. On the other, they supplement some of
the work of the division. In this situation, it can be expected that the
division’s budgetary requirements can be reduced if negotiated funds
assume an appreciable portion of the workload now performed by the
division’s apprenticeship consultants.

One new function which the division has assumed as a direct result
of the development of negotiated funds is that of a ‘‘neutral’’ consult-
ant where the parties, labor and management, differ. As this is essen-
tially a collective bargaining matter, the Conciliation Service might
be better equipped to serve this function. At present, this is not a mat-
ter of serious concern because of the limited extent of such agreements.

Negotiated funds, with professional staffs and active participation,
both financially and in policy, by labor and management, appear to be
a major improvement over the usual apprenticeship committee in fos-
tering and encouraging the apprenticeship program. It is recommended
the division inerease its efforts in encouraging their formation and in
lending counsel to parties contemplating such agreements.

‘We recommend approval of this budget as submitted.

Division of Housing
GENERAL SUMMARY

This division is responsible for administration and enforcement of
laws relating to design, construction and operation of hotels, apartment
houses, motels, resorts and labor camps and trailer parks.
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ANALYSIS

The division is requesting a total of $372,471 for the 1959-60 Fiscal
Year, an increase of $7,981 or 2.2 percent over estimated expenditures
for the current year.

Most of the responsibilities of this division are not in the general
area of industrial relations nor are they closely related to the work
of any other division in the department. In general, they are local
public health matters. The function most closely related to the depart-
ment’s mission is the labor camp inspection program where the division
is attempting to maintain a 100 percent annual inspection schedule for
approximately 8,000 labor camps in accordance with legislative intent.

One of the division’s major programs, trailer coach inspections, is
required to be self-supporting, but other programs are not. These other
programs, with the exception of labor camp inspections, are carried on
in lieu of adequate local building codes, ordinances or enforcement
facilities. Presently, approximately half the counties have codes and
enforcement facilities. Only a limited number of cities and counties
have adopted adequate trailer park ordinances. In this situation a local
jurisdiction ean avoid the costs of enforcement of adequate housing and
trailer park laws by simply allowing this responsibility to remain with
the division. In effect, counties and cities which have adopted appro-
priate codes and ordinances and instituted enforcement are being dis-
criminated against to the extent of the costs of their program since
they do not have available the division’s inspection and enforcement
facilities. The operation of the division’s housing inspection and en-
forcement program, except the labor camp program, at a loss to the
General Fund means that, to the extent jurisdictions not having avail-
able the division’s services are paying taxes into the General Fund to
support these services, they are supporting two systems of housing
regulation, their own and the one operated by the State.

It is recommended that the division continue to expand its present
efforts toward the adoption and enforcement of acceptable codes and
ordinances by local jurisdictions. It is further recommended that this
‘division be relieved of all responsibility to enforce housing standards
which are not presently enforced by the division on a statewide basis.
The trailer coach and labor camp inspection programs are now en-
forced statewide. The standards enforced only in jurisdictions not hav-
ing adequate enforcement facilities or building codes largely comprise
local public health and safety matters and are more properly a responsi-
bility of local government. As a practical matter, the division’s present
field efforts are directed to the trailer coach and labor camp programs
with other respounsibilities served only as time permits.

Operating Costs
Travel—in-state (budget page 316, line 23)_______________ - $67,250
The division’s request for traveling in-state for 1959-60 is $67,250,
an increase of $9,946 or 174 percent over actual expenditures in
1957-58. It is recommended the division’s budget item for im-state
travel be reduced by $3,000. During this period the division’s staff in-
curring travel expense has increased approximately 10 percent. There
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Tt is recommended the division furnish in its annual budget justifica-
tion material a breakdown of IBM machine hours required in (:I{iseharg-
ing both its direct legal responsibilities and also for each division. It is
further recommended the machine time be broken down to detailed cost
figures where fee programs are involved. This would include, for ex-
ample, the inspection programs of the Division of Industrial Safe'zty
where present cost figures do not reflect the large amount of machine
time required. This information is essential in an instance such as tl}e
Division of Housing’s trailer coach inspection program, where it is
legislative intent the program be fully self-supporting but present fee
schedules designed to recover costs do not take into account the con-
siderable cost of related machine time. In the analyses of other divi-
sions where fee programs are discussed, the costs of niachine time should
be considered as a part of administrative and overhead costs.

Preparing data to comply with the above recommendations will re-
quire some machine time, but will also result in additional revenue
due to a realistic cost basis for fee schedules and should be an item of
costs where fee programs are involved. If other recommendations in
this analysis regarding the advantages of major programs being placed
on a self-financing basis are adopted, the recommended procedures
would be a necessary part of the program in order to provide accurate
cost bases.

Salaries and Wages

The division is requesting three new positions, all related to machine
operations, for a total cost of $9,786. It is recommended this request
be approved as these positions appear to be justified by the division’s
increasing machine workload.

-,
H

;F7\IR EMPLOYMENT PRACTICES COMMISSION

ITEM 135 of the Budget Bill ~ Buddet page 319
; y 1

FOR SUPPORT [OF FAIR EMPLOYMENT PRACTICES COMMISSION
FROM|THE GENERAL FUND /

i
Amount requested \ , /
Estimated to be expen(%ed in 195859 Fiscal Yea/’ i

$240/000

one

Increase A
TOTAL RECO MENDED\BEDUCTIOI\}\/]

GENERAL SUMMARY

The proposed Fair Employment Practices Commission would have as
its purpose the protection of the right and opportunity of all persons
to seek, obtain and hold employment without diserimination or abridge-
ment because of race, religious creed, color, national origin or ancestry.
The commission would accomplish its objectives through conciliation,
education and enforcement. Advisory and conciliation committees to
study both general and specific problem areas would be cereated. Mem-
bers on such committees would serve without compensation but the
commission could provide technical and clerical assistance.

\\ / L__ $240,000
\_/
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Fair Employment Practices Commission—Continued

ANALYSIS
Summary of Reductions Budget
Amount Page Line
Reduce expenditures $90,000 319 82

The commission, aceording to proposed legislation, would be composed
of five commissioners who would be appointed by the Governor with the
consent and approval of the Senate. Compensation would be $13,500 per
year and commissioners would be expected to devote full time to the
duties of the office. The commission would be empowered to establish
offices as required and appoint such staff as it deems necessary. The
initial budget request is for $240,000.

Based on the staffs of present agencies with comparable responsibil-
ities, it appears one attorney, three investigators and three clerical
positions would enable the commission to discharge its responsibilities
at least initially until workload data were developed. The salaries and
wages of this staff, including the commissioners, would be $102,756
for 1959-60. The experience of existing agencies with similar respon-
sibilities indicates operating expenses would be approximately $29,000
and equipment costs would be approximately $1,000. It is estimated
approximately $17,000 would be required for nonrecurring expendi-
tures incidental to the organization and initial operations of the com-
mission. On the basis of these costs, the commission’s approximate ap-
propriation requirement for its establishment and initial year of oper-

- ation would be $150,000.

It 15 recommended the proposed budget of the commission be reduced
by $90,000. :

It is further recommended that consideration be given, subject to
passage of the proposed legislation, to include the commission as a
division in the Department of Industrial Relations. This would result
in the administrative, statistical and research facilities of the Divisions
of Administration and Labor Research and Statistics being readily
available to the commission. The activities of the Division of Liabor Law
Enforcement and the Conciliation Service would appear to be very
similar to many aspects of the proposed activities of the commission.
Minimization of duplication of activities, pooling of like personnel and
facilities and Interagency co-operation could be more easily facilitated
under such an organizational arrangement.

/3 /- /3 Q_’ OFFICE OF STATE FIRE MARSHAL
I TEMS 1361 3Z-atrei=388mof=tire=Brriget=Biiem Budget page 318

FOR SUPPORT OF OFFICE OF STATE FIRE MARSHAL FROM THE GEN-
ERAL, *FAHREAND=EXPOSITTONS AND DRY CLEANERS FUNDS

Amount requested $494,212
Estimated to be expended in 1958-59 Fiscal Year.. _ 464,724
Increase (6.3 percent) i $29,488

TOTAL RECOMMENDED REDUCTION . None
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Office of State Fire Marshal—Continued . .
GENERAL SUMMARY _ - T
The Fire Marshal is appointed by the Governor to promulgate and
enforce fire safety regulations, with the advice of the State Fire Ad-
visory Board, which is a policymaking body. The Firé Marshal’s en-
forcement activities are confined to geographical areas that are not
formally organized into fire districts of one type or another. Upon oe-
cagion, the Fire Marshal is requested to assist organized fire distriets
in solving various problems concerned with fire prevention, and at his
diseretion he may come to their assistance. The Fire Marshal is required
by law to inspect all state institutions with the exception of certain
educational facilities for compliance with minimum standards of fire.
safety. Other functions under his jurisdiction include enforcement of
the Inflammable Materials Act, fireworks regulation, enforcing stand-
ards for the transportation of explosives, inspecting and licensing dry
cleaning plants, inspecting the construction drawings of all new public
schools and hospitals, inspecting and certifying fire alarm systems and
devices, and inspecting other public buildings that fall within his juris-
diction. : : e

ANALYSIS

Approximately the same level of serviece is being requested for the
budget year as is available in the current year. However, one addi-
tional position of deputy state fire marshal grade IIT is being added to
meet the demands of increased workload. We have examined the work-
load estimates for the current fiscal year and the projections for the
budget year and are satisfied that they are reasonably accurate. Con-
sequently, we recommend approval of the additional position. The $494,-
212 requested for the budget year is $29,488 greater than the antici-
pated expenditures for the current year. This increase is accounted
for by the position mentioned above, merit salary adjustments, and
operating expenses incidental to the additional position. Other minor
inereases in operating expenses are noted which reflect the increase in
costs of materials and services. It should be pointed out that the $494.-
212 requested is not in actuality the true cost of operating the Fire
Marshal’s Office, as certain revenues accrue to the credit of the General
Fund as a result of the activities of the Fire Marshal. The sum is made
up of three appropriation items in the Budget Bill. One item is $450,-
536 from the General Fund. The Fair and Exposition Fund provides
$19,120 and the Dry Cleaners Fund, $24,556. In addition to the $24 -
956 appropriated by the Budget Bill, $60,000 accrues to the General
Fund from the Dry Cleaners Fund in accordance with the provisions
of Section 9575 of the Business and Professions Code. _

The two separate allocations from the Dry Cleaners Fund resulted
from action of the 1958 Legislature. As pointed out, Section 9575 of the
. Business and Professions Code, provides that a maximum of $60,000
be transferred from the Dry Cleaners Fund to the General Fund to
defray the expenses incurred by the Fire Marshal in inspecting and
licensing dry-cleaning establishments. This maximum ceiling of $60,-
000 on the transfer specified in the code section cited above has not,
posed a problem in the past. However, salaries and wages, operating
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expenses and workload have increased to such an extent that this
amount has proven inadequate as it is estimated that the Fire Marshal’s
expenses in connection with dry-cleaning plants will be $84,556 for the
budget year under consideration. Since the 1958 Session of the Legis-
lature was a budget and special session, Section 9575 of the Business
“and Professions Code was not amended. However, on an interim basis
the Legislature augmented the $60,000 transfer by separately appro-
‘priating $22,347 from the Dry Cleaners Fund by adding Item 1351
to the Budget Act of 1958. This was recognized by the Legislature as
‘a temporary expedient with the understanding that legislation would
be drafted for enactment. at the 1959 General Session of the legis-
lature which would remove the $60,000 limitation from the code and
would provide that the actual expenses incurred by the Fire Marshal
in administering the dry-cleaning plant program would be transferred
to the General Fund.

‘We concur, recommending this change in the law.

Over and above the $494,212 requested, it is estimated that the Divi-
sion of -Architecture’s Public Building Fund will provide an additional
$47,094 for the budget year to pay the cost of the Fire Marshal’s staff
reviewing school plans. .

Sinee the Fire Marshal receives funds from the Division of Archi-
tecture’s Public Building Fund for the work he does in the inspection
- of school plans, it would appear to be only proper procedure to expect
the Fire Marshal to be paid for his work in inspecting hospital plans.
Currently, it is estimated that 9 percent of the Fire Marshal’s budget
s devoted to the activity of checking hospital plans. If the General
Fund were to receive revenue sufficient to cover this cost, it would
mean that an additional $45,000 would accrue to the General Fund.
Consequently, we recominend that legislation be enacted requiring the
State Department of Public Health to collect fees with the submission
of hospital plans for their approval. The fees should be sufficient to
.eover the cost of the Fire Marshal’s work and that of the Department
of Public Health’s review of the plans. It is estimated that approxi-
mately 75 million dollars worth of hospital construction is represented
‘annually by the plans reviewed by the two agencies and on the basis
of this amount a fee of one-tenth of 1 percent of the total estimated
‘construction costs would be sufficient to defray the costs of review and
inspection incurred by both agencies. We point out that the Fire Mar-
shal is required to approve and list fire alarm systems and deviees, for
which the manufacturer heretofore has not paid a fee. In the enforce-
ment of the Inflammable Materials Act, the Fire Marshal does collect
an annual fee for approving and listing the various materials submitted
‘to him. It would appear that the Fire Marshal should collect an annual
. fee for the approving and listing of fire alarm systems and devices as
is the case. with inflammable materials. Consequently, we recommend
that legislation be drafted that would permit the Fire Marshal to levy
fees that would be substantial enough to cover his costs of approving
and listing fire alarm systems. ' . »

_We recommend.approval of the Fire Marshal’s Budget as submitted.
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