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PREFACE.

; The Project

Under a grant from the Natlonal Institute of Law Enforcement and

. Crimxnal Justice, SRI International (formerly Stanford Research Insti-
tute) has conducted ‘a 2-year study of problems of local-government cor-
ruption in land-use and building regulation. We have found such corrup-v
- tion to be a signlflcant problem in many areas in the United States and
it is not likely to be insignxfxcant in the areas we could not study ‘To
- provide a detailed understandtng of how corruptxon occurs and how it can
be prevented, SRI researehed the environment in cities that had faced B
corruption problema in recent years, undertook an extensive literature.
search, analyzed-the caases of COrruption, identifiedvnumerous corrup-
‘tion prescriptions, and commissioned specialized}stddies from recognized

experts in the field.

The results of this Z-year study program are contained in six re- .

ports, as follows:

e Volume I: Corruptlon in Land Use and Bu11d1ng Regulation:
An Integrated Regort of Conclusions--A summary of the envi-
ronment in which corruption can occur in land usge and build-
ing regulation, and possible corrective and preventive mea-
sures, Illustrations are drawn from the case studxes
(Volume II),

¢ Volume II: Apperdix--Case Studies of Corrugtion and Reform-«
Documented incidents of corruption in nine cities and one
documented absence-of-corruption case. In each case study,
the factors that acted to allow the corruption are pointed
out, : :

e An Anticorruption Strategy for Local Governments--This re= -
port describes a countercorruption strategy that can be im-
plemented by city administrators to monitor the performance
of employees and to increase their understanding of what
constitutes corruption and how to avoid it,

e An Analysis of Zoning Reforms; Minimizing the Incentive for

- Corruption-~This report, prepared by staff of. the American
Society of Planning Officials, -discusses zoning reforms that
can be considered by planners, zoning commlssioners, and
others involved in land-use regulatxon.,
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‘. Establieh“_g a Citlzens Watchdqg Group--Thls manual, pre~
pared by the Better Government Association of Chzcago, .
shows how to establish a citizens' group to expose corrup--
tion and bring pressure for reform .

» Analysis and Bi blxographg of Literature on Corrugtlov--The'
’ results of a detailed search of books, journals, and news~

.papers made to identify descriptive accounts of corruptionm,
theoretical analyses of the causes of corruption, and strat~-
egies proposed or xmplemented to control it.

' This Report .

~ This report, ;he fifth inotne series, deals,with one possible weapon
~against corruption, the citizen watchdog group, end onevof,severai possi-
ble models of‘such a group, the Better Govefnment.Association of Chicago.
The BGA was gelected becanse it focuses primarily on corruption inigovern-
‘ment and Because two BGA staff were memoers_of the project teem, Other
groups that could séfVe as models include the New York Citizens Budget

Commission and Cleveland's ALERT,

The original foous of these reports was on corruption in land-use
and buxldxng regulation, H0wever5 two factorsidictated a broader focus
to the anticorruption. remedles suggesred First, focusing only on reform
of the land-use and building‘regulation-functions would, if completely ,
successful leave a local government with one or two islands of purlty
in' a government where the absence of corruption was nct known £yr sure
_and the presence of corruption had not been precluded (or at least mini-
mized). 1Islands of purity are difficult to maintain; also, if corruption-
is abhorrent in Iand-use and bullding regulatxon, why nof in public works

or tax assessment'

Second the study of corruption:in land-use and building regulatiOn
’resulted in a number of- tentatxve conclusions that are, really, hypothe-
ses, Some of these appear to be of general appllcatlon, only testing ln
real sxtuations and observation of the results will show to what degree
-these hypotheses-are valid, One such conclusion is that where corruption
appears to be entrenched, and where the affected part of the local govern=
ment sees no need for reform, citizen action can be hlghly effective, |

\Chicago's‘Better Government Association is an example; testing this
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model in other cities and in other situations can provide useful informa=

tion-~as well aS'providing a powerful anticorruptiOn weapon,

. This report addresses the following hypotheses derived 'in Volume I

of *Corruption in Land- Use and Building Regulatlon"

e The attractiveness of an- opportunxty for corruptxon is in-
~versely proportlonal to its v1sxb11nty

e The ineentive of an applicant to participate in an act of
corruption will be minimized if he not only believes that
his participation would be wrong, but that his refusal to

~participate would be supported by his company and his com=
“munity. ’ ' '

o The incentive of an official to parti@ipa ¢ in a corrupt act
'will be increased by experiences in whxch corruption was con-
doned,

e An official or an applicant will have,an incentive to engage
~in corruption when the anticipated gains from corruption,
less its cost, exceed the gains to be expecfed from legiti=
mate activities, less thelr costs.

Other hypotheses are addressed in other reports in this series,

Organization aand Use

This teport is organized to be suitable for use as a handbook for
those considering establishing a citizen watchdog group using the Better

Government Association as-a model,

Section I, the Introduction, explains whyﬂa'citizen.watchdog group
is needed. Section II provides a briéf overview of the BGA and ité his=
. tory. . Section III focuses on how to organize a CLtlzen watchdog group.v
Important questions of fund raxsxng are addressed in Sectlon IV Section
v provides an in-depth discussion of the programs and activities of BGA
as a model for those ofva,citizen watchdog gréup. Section. VI presents
 case histories of six investigations undertaken by che BGA, to show how"
those programs and activities:work out in practiée.,vFinally, appendices
.present a brief annotated bibliography Of‘additionai case materials, énd
information that may be useful to citizeas who are consxderlng establ;sh--

xng such a group

Each section contains a brlef summary of the’ poxnts made in the sec-
tion. If desired, the summayy sheets canm be COpied and used as 'a discus-

sion guide,
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’@?Y"‘S‘EﬁRT,ApITIZEN,WATCHDOGGROUP o

) ‘T’he need fm- greater citizen contrul over govemment

¢ Voting may determine who heads a government and its agencxes, but 1t will not
necessarily ensure that the operations of that government or its agencxes are honest,
open, and accountable to the citizens.

. Covemment accoun*abxhty is hmdered bj secrecy, helped by exposure to the pubhc
' VIEVV

o New forms of cmzen action car assure. that local govemments are accountable to their
citizens on more than Election Day.

Political corrupt’[un and its costs

. Whether because there has been an mcrease in political corruption or because there has -
_been a decrease in willingness to tolerate pohtlcal corruption, mdnctments and convic-
 tions of office holders have proliferated in recent years. :

s Political corruption is not a victimless crime; all residents of an area whose govern-
ment is corrupt suffer as a result of that corruption, eu;her in hxgher taxes or in lower
service levels, : : :

o In addition to- fiscal costs, political corruption incurs social costs: alienation, resent-
-ment, and loss of confidence in public institutions and public efforts. ‘

1. Political parties have also suffered a loss of power as a result of the loss of puhhc confx-
dence.

The citizen watchdog group as a remedy

e Citizen reform efforts are not new (witness the League of Women Voters), but new
types of citizen reform efforts have been deveioped such as Common Cause on the na-
tional level. ,

| State legis slatures have begun to respond to citizen reform efforts with laws aimed at
- making clear the affiliation of lobbyists, putting limitations on campaign ¢ cr-trlbutlons,
- and other measures aimed at mamtammg ethical standards.

e No smg,le individual can be fully mformed on all of the Federal, state, and local polm- :
cal acts that will affect his/her life, but a citizen can jncrease his/her ability to exert
controi over those political acts by j ]ommg a collaborative, nonpartlsan effort.

e A fruitful type of collaborative effort is'that where citizens get together and hire
orofés.smnal investigators to expose corruption in local government; the Better
Govcrnmwt Assocxat:on of Chicago is an example

Son




‘I INTRODUCTION

"If men were angels, no government would be necessary, If an-
gels were to govern men,,,eithef,external‘nor'internal-controls’
on government would be necessary. - In framing a government which
is to be administered by men over men, the great difficulty lies
in.this: you must first enable the government to control the '

. governed, and in the next place oblige it to control itself, A
dependence on the people is, no doubt, the primary control om
government, but experlence has taught manklnd the necessity of
auxllxarv precautlons.

-~James Madison, Federalist #51
(emphasis added) =

Madison's words, written over 200 years ago,. constltute an eloquent
defense of our constltutlo1al system of checks and balances desxgned to
prevent the abuse of governmental authorlty, Yet the events of the past

decade have made it quite clear that the formal diffusion of power alone

-is not enough to ensure the accotntabllity of our public institutions,

Watergate and its related polxtical scandals are the most dramatic recent’

exemples of governmental unaccountability. But the corruption of govern-

- mental authority is hardly confined to one political party or a single

level of government--no aspect of public life appears to be exempt from

possible corruptlon

Citizens have lost control over their public institutions and new

mbdes of citizen action muet be created to restore the imbalance. In 5

‘ Madxson s terms, new Vauxxlxary precautions” must ‘be taken to ensure that
i,government does Lndeed control itself, What follows is an explanatlon of

_ one form of cxtlzen action based on Chxcago s bu§ter Government Assoc13t10n

Wthh focuses primarily on comhating public corruption .at. ‘the state and
local levels of»governmenc.‘ Thlaslntroductxon dlscusses the_problem»of
political corruption and why new foras of citizen involvement are needed,
Succeeding sectlons discuss how such an organlzation can’ be organmzed

operated, and maxntalned




The Probliem of Political Corruption and Its Social Costs

~ There is ne way of knowing for sure whethetvofficial corruption is .
“more widespread now than in’eatlier times. Neverthelesé, it is clear that
~during the ﬁast>decade indictments and convictions of major. office-holders
- have ptolifetated Between 1970 and 1977, over 1,000 public officials were
convicted on Federal criminal charges (Chzcago Daily News, February 10,
1977, p. 1). And, as.Watergate taught us, government corruption is not
confined to the avaricious local building inspector. Two former Maryland
governors, Spiro Agnew-and,Mervin‘Mandel, were convicted of offenses com-
mitted during their term of office, In Illinois alone, 135 governmentaii
officialé;'including a former governor, Otto Kerner, have been convicted

for using their publiéxoffice for their personal gain.*

While large industrial states like Illinois and New Jersey clearly

have the highest incidence of prosecutions for public cbrruption, the con=-

viction of public-office holders is by no means limited to those states,
In recent years public officiels from all sections of the nation, from the
Governor of Oklahoma to a Federal court clerk in MLSSLSSLPPi, were con=-

-!‘

vxcted for crimes commxtued while in office,

The term "polxticalvcorruptxon" is not always used only to indicate
those acts that violate Federal and state criminal statdtes. vIt‘is‘also
‘used to designate a'variety of situations commonly‘thought to contravene
ethical standards to which most citizens expeet public officials to ad-
here, For example, patronage abuse, ﬁepotism, and an almost infinite va-
riety of conflicts of interest are generally thought of ‘as corrupt acts,

Using tth broader definxtlon there are probably few communities

Convxctions of Illinois public officials between 1970 and 1976 were more
numerous than in any other state. New Jersey, with 66 convictions during
the same period, had the second greatest number of convxctions (U 5. News
and World Report, February 28, 1977, p. 36),

TFor a brief overview of the scope of Federal prosecutlons and the expanded
‘use of specific Federal criminal statutes, such as the Hobbes Act, for ob-

.~ taining convictions in public corruption cases, see the 1976 Annual Report
of the U,S. Attorney General (1977).



throughout the nation that do not have some degree of "polltlcal corrup-'

tion" in some department

'What is the impact of corruption on local commonitiee and hoﬁ does
it affeet public pollcy’ Until recently little systematic reéearch was
- done to answer these questions but it would be mistaken to assume that

corruptlon has few socxal costs,

When a suburban-eoning official accepts'a bribe in exchange for fa=-
vorable action on a zoning change, en:ire commuhitiee sdffer in a direct:
end tangible way Services that were designed to .accommodate a low den-
sity nelghborhood are found insufficient to support the high densxty apart-
‘ment complexes that spring up overnight, Highways clog due to increased
congestxon and schools become overcrowded, Parking space, which was once

- no problem for the suburbanite, is at a premium, Taxes must be increased

so that services oan be expanded and environmental problems resolved.

That political corruption can lead to direct economic LnJury to the
: publlc was dramatically Lllustrated in a recent Illinois case lnvolvxng
the Metropolitan Sanitary District., In sentencing the Dlstrlct s vice=~
president, convicted of accepting a bribe in exchange for awarding a lu-
crative sludge hauling contract, Federal District Court Judge John F,
Grady noted:

",..This was not merely the appearance of improPriety.' There

was actual injury to the public weal,,.,we know that $1 million

was added to the Ingram contract by the action of Mr, Janicki

and the other conspirators in this case. I know of no other

where you can simply point to a specific instance of that kind

and say that the public was injured in the amount of $1 million
by the action of a public official in a specific situation...."

) (Chioago Daily News, Decamber 6, 1977)

Wasteful ‘and inefficient local governments also increase costs to
taxpayers and property owners, (Tax increases fesultiﬁg»from_governmen-
tal waste are passed on to apartment»dwellere in the form of increased

rents.) And in this time of urban fiscal scarcity, waste in one govern-

mental pfogram surely means that financial resources will not be redirected

toward real problems thac are now ignored,



The indirect costs of corruption can also be substantial., ‘Democratic
government placés & high value on citizen participation, Yet corruption

breeds distrust of government and democratic processes,

It should not be surprising then that pollsters have been able to
chronicle a'growing public malaise. For the past several years public
opinion surveys have documented the American people's rising alienation.

In December 1977, Louis Harris reported that the "Index cof Alienation"

had reached 58%, almost 20% higher‘than it was 11 years ago when‘29% of

the public could be classified as alienated. The Harris survey found
that 76% of all Americans believe that "special interests get more from

government than the people do" and that 65% think that "most elected of-

ficials are in politics for all they personally can get out of it for

themselves'" (Chicago Tribune, December 8, 1977).

Harris has also reported that the public's confidence in major in-
stitutions is low, although it has increased slightly since 1976, Less

than one-third of the American people express a high level of confidence

- in the White House and only 18% express much confidence in local govern~

ment. = Not a single major American institution now evckes a high level of
confidence from the American people, although five out of twelve institu-

tiohs scored 50% or more in 1966 (Chicago Tribune, March 14, 1977),

How can our governmental institutions be revitalized and made more
accountable to the American people? Througheut our history the most sige
nificant form of citizen involvement in government has been through the

electoral process, By voting and workiﬁg within the political party frame-

‘work, citizens would act as the ultimate check on governmental power and

ensure that governmental action would be taken only with the consent of’

the governed.

- Yet, invincreasing'numbefs, Americans are aBandoning the political
party system. Indeed, one major study of political attitudes recently"
concluded that the public's rejection of poiitical parties was '""Perhaps

the most dramatic political chaﬁge in the American public over the past



two décades...," (Nie, Verba, and Pétrotik, 1976, p. 47). In 1974 only

about one out of every ifour persons could be counted as strongly identi-

fying themselﬁes as a Republican or Democrat while 38% conSidered,them4

selves to be independent (Nie, Verba, and Petrocik, 1976, p. 49).* Clearly,

most citizens do not view the existing political parties as vehicles

through which government is likely to be reformed,

A growing‘ﬁumber of citizens are élso becoming disenchanted with the
electoral process itself, In the 1976 presidential elections, 81.5 mile
lion Americans voted, nearly 4 miilion more than had voted in the jpast.
Howéver, the 1976 voters repfesen:ed only.54.4% of the adult population,- »;
a fﬁll percentage point below the 1972 turnout.‘ In fact, the 1976 Presi~ '
dential election evoked the lowast rate ofvvo;grvparticipation since the

Dewey-Truman contest of 1948 (Manikas and Protess, 1977, p. 70).

Local government~-the'government "closest to the people"-Qconsis-
tently experiences an even ibwer voter~-turnout rate than national elec-
tions, Voting in city elections typically involves no more than 35% of
the eligible local electorate and turnouts of 5% to 10% are common in
referenda and special district elections (Lineberry and Sharkansky, 1971,
p. 60). |

Howevef, if citizens have withdrawn their support from the two major -
political parties beéause of their sense of frustration, they are even | | g$§;
less likely to influence govérnment by acting alone. Government is growe- S
ing ihcreasingly large and complex, Even local issues are moving far be-

yond the ordinary citizen's understanding.

NatiOnwide, over 500;000 officials are elected to public officé in
a Presidential election year, In Illinois, for example, so mény officials
are elected to obscure offices that it is virtually impossible for citizens

to hold them accountable for their official aCCé. A resident of the City

Comparing voting statistics and survey research data from 1952 to 1972,

~ the authors found that citizens are now "less likely to identify with a

party, to feel positively about a party or be guided in their voting be~
havior by partisan cues" (Nie, Verba,_and,Petrocik, 1976, p. 57).

5



ot Chicago finds himself faced with the task of casting a ballot for al-

‘most 100 public officials ranging'from high national, etaté,'and local

officials to the trustees of the University of Illinoxs and the Metropolx—
tan Sanitary sttrxct as well as a host of c1rcuxt court judges (Slmpson
and Beam, 1976, pp. 18~ 19)

- Moreover, the multxpllcation of governmental Jurxsdictions hdas ren-
dered individual efforts to monitor public officials an absurdity (Rehfus
and Tobias, 1977), 1In Illinois there were 2,407 Special Districts in
1972, over 1, 400 of which levied their own property tax. These special-
ized governments deal with such matters as sewage treatment, fire protec-

tion, and mosquito abatement. Illinois is certalnly not alone in its

 propensity to generate new governments, Nationwide, over 228 metropoli-

tan areas are served by over 20,000 local governments (Bureau of the
Censusg, 1973). '

Yet even if citizens could contend with government's size.and com-~
plexity, additional problems remain, Obscure agency procedures and un-

official government secrecy still frequently bar the way to effective

participation. Citizen involvement is still an alien concept to almost

all governmental bureaucracies. Individual activists can encounter ob-
stacles at every stage of their efforts to understand, as well as influ-
ence, .city hall. : v ‘
Recent Reforms ‘

To £ill the void left by  the declining political parties, bipartisan

 and nonpartisan citizen groups have been formed to revitalize public in-

stitutions (Saloma and Sontag, pp. 217-245), At the national level, Com-
mon Cause may already have more active volunteer members than either
major political party, although it has only been in operation since 1970,
The proliferation of such groups has led two politital commentators tob

conclude: "The stirring of the public interest movement'and‘the'prolifé

- eration qf issue-oriented citiZee groups suggest that the United States

~is ‘entering a new era'of citizen involvement and politieai'reform “An the

1970s, Citizen politics will undoubtedly shape the new: polxtxcal align-
ments and Lnstxtutional forms of the decade" (Saloma and Sontag, 1972,
235) ‘

i



While few groups have been as successful as Common Cause at the na-
-tional level, several ad hoc issue-oriented citizens' groups have met
. with considerable success. in urging spewific reforms at the level of state
‘government Largely because of pressure from such ¢ tizens groups, 40
state 1egislatures enacted reforms in 1973 and 1974 limiting campalgn cone-
tributions and expenditures and monitoring ethxeal standards of public of-
V.f;clals. By 1976, 49 states requxred some form of public disclosure of
campaign financing, 38 states required public officials to discloeeftheir
personal finances, a11'50 states had enacted some'meaSurevreqoiring lob-
byists to register, and 27 states required publxc agenczes to open thexr

meetings to the public (press release from Common Cause, Mareh 1976)

Perhepe the most'publicxzed.successvofvthese reform attempts was the o

'passeée of Proposition 9 by referendum in California. Over 3 million Cal-

ifornians woted for the complex reform law that conta;ned provxsxons regu~

lating campaign financxal disclosure, provisions that required public of-
flClalS to disclose thexr financial interests and placed a limit on

expendltures made by lobbylsts.

Yet despite such successes, these citizen reform efforts have not

' been free of problems.' Meny of the issue-oriented‘reform groups that have

been;snccessful have faded with time. And,as David Broder has noted, re-
form through referendum is "not devoid of important policy and practical
problems." Broder observed that "The notion of a 200,000 word law being
_submltted te a yes or no decision by the voters troubled even some of the
proponents of PTOPOSiLAQH 9, That is hardly the ideal way to leglslate
in a sensztzve area" (Broder, 1976)

But ‘perhaps the most important problem involves the abillty of such
groups to maintain their involvement afte" reform has«been Lnltlated ,
Clearly reform alone is not enough, for if the reform is to be effective
it must be properly enforced, For example, it was *ecently reporﬁee that
3 months after the Federal "Sunshine Act" took effect, most Federal agen-

cies were stzll conducting their meetings behind closed doors, claiming. L




the meetings fell within one of the Actts ten exemptions.* Fortunately,.
in this instance someone was watchtng. At the level of state government,

that has not usually been the-case.‘

What then is the answer? We believe that democracy eeed not be a
casualty o£ eut present institutional plight.kkDeﬁOCracy;:as the political
.theorist‘E E. Schattschneider has(said “is like nearly-every thing else
we do; it is a form of collaboratlon of ignorant people end experts"
(Schattschnelder, 1960) What is needed is a new form of collaboratmonnn
‘Oﬂe in which citizens band. together and select thelr own expert profes~
sxonal‘government-watchers who can hold governmentallofflczals'eccountable

- for their actxnns each day of the year.

This new form of collaboratlon is what we mean by "cxtzzen watchdogs "
Citizens, with their staff of professxonals,'can expose publlc corruptxon,
waste, and mlsmanagement,Aand enhance the accountebxlxty of the government.

process,

What follows is an attempt to explain just how this might be done,
using the efforts of Chicago's Better Government Association (BGA) in mon-
itoring,goverhment in Illinois as the model for a“watchdog>organization‘

that many persons believe can be replicated elsewhere,

Different circumstances will, of course, require varying approaches.
Nevertheless,'it is ‘hoped that BGA's experiences in Illineis will convince
. others that new forms of citizen involvement can be effective, and that |
 concepts :like ‘eitizen partlclpatxon" and ”accountdbtlltv" are not mere

relics of the past.

. : _ :
Common Cause surveyed 591 meetings between March and June of 1977 and

~ found that 232 were entirely closed to the public, 143 were partially
closed, and 216 Were totally open (Chlcago Sun-TLmes, September 30, 1977)

Sf.
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7 - WHAT IT TAKES TO HAVE A
| B CITIZEN:WATGHDOG GROUP

What a citizan watchdog group can do

1“® Existing law enforcement units and government mvestlgatxv or prosecuting units
may have little incentive to mveshgate because of fear of Ioss of votes or pomrcal sup-»"
_port. : : /

e A citizen watchdog group that is separate from government, prwately funded, and
nonpartisan has a strong incentive to eliminate corruption, of which. the taxpaying S -
citizen is the ultimate victim. )

‘What makes a cxtxzen watchdog g‘roup' successful
e Strong leadership contributes to momentum.
o A relatively stable funding base allows. ptaumng

® A full-time professional staff provides a dependable mvestlgatxve core, to be supple-
mented by volunteers as needed.

AR

e A close working relationship with local news medxa assures that results of mvestrga-
tion. will be put before the pubhc and increases the investigative resources available.

Funding a citizen waichdog group
e Individual citizen memberships ($25 or more) prov 1de a wide base of support

oL : ' ¢ Corporate memberships provxde more stable funding, but a cexlmg is needed (say
EAER $5,000).

‘ ‘ .| & Foundation grants should be used only to support capamty bulldmg efforts or spec
Se T : studres, not to support daily operations.

Selecting what to watch ,
® Vote fraud and election’ law violations dxrectly drsenfranchxse citizens,

& Corruption, fraud, and mrsmanagement in local government waste tax f;mds and
_-arouse contempt for government. :

o Abuse by government regulatory agericies violates the pr,!&trple uf equa‘ protect:on, as
do abuses by firms doing business with local governﬁz‘eﬁt g

Seeking redress and relief

e Making public the results of mvesttgatxons grves law enforcement and prosecutmg ' e
units an incentive to act. ’

'6 Filing formal complaints w1th electxon commissions and other regulatory groups’
forces them to respond -

- @ Litigation in court can offer a remedy where the govemment is unwﬂlmg toact or the
. practice complained of appears too tmportant to leave to local government

 Measures of performance ’ S

) Survival and continued vigor are necessary

L Changes in local government practlces as a. result of watchdog group acthtles show
-effectiveness of the group.

e The goal — to make local government fully responsive to pubhc needs rather than pri-
© vate interest — may be eclipsed but should not be abandoned. '

10 -
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' ta achleve it remalns unresolved

II THE CITIZEN WATCHDOG GROUP

The Better GovernmenteAssociation: A Model for Citizen Actlon'

Polltical corruption has flourl hed in the natlon s local communi— : -

ties since the midnnlneteenth century. Yet, w1th the exceptlon of the L %gik
intense era of ‘municipal reform from around 1890 to 1920, the prOblem of
local corruptlon has 1urgely ‘been ignored. Recently,fhowever; govern-
mental commlseeons, journaklsts, and academics have rexewed thelr fceus
~ on. the. rorrupt use of’ publxc office, and their reports abound wizh ”ecome

mended strategies of ?eform (see, for example, AmLCk, 1976, pp. 409 220)
"Typlcally, the studies conclude with a; ~plea for ¢itizen action, conflrm-
-Lng what shouI& uﬁve,been known all axong fleeting publec eutragevand~
expressxans of Lndxgnatlon will not ensure public virtae. What is needed ’/”,;%
was recently described by John Gardner, the founder and former presxdent T
of Common Cause as "highly organized, tcugh-mxnded cxtxaen actxon Eu hold
government cantxnuously accountable, a means of votlng betWeen elections" -
(quoted in The New Yorker, p. 37, July 23, 1973) 'if there is an

emerging consensus regardxng what must be done, the best solution for tow

There'is clearly no single formula £ot designing an ef?ective citi*,vA'
- zens' organization to combat local corruptlan. However, several recent };
reports have suggested that Chlcago s Bettex Gﬂvernment Associatian (BGA) .
can serve as a model for citizens. tn;rﬁghout the nationm who are lntern'x

esced in monltoring government AR thexr communltles..

CerLalnly, the BGA :as been an: efﬁectlve force for reform in I1li- o

nois. A study receﬁtly completed»%v Andrew Bavas,,tormer dean of the 5

'UnLVersxty of Illinois' College Qf Urban Sciences, concluded that the' , i
BGA "represemts a model that should be replicated elsewhere” (Bavas, 1975), 3 : ‘f

And in The Amerlcan Way cf Graft, publxshed by the Center for Analysis of - ,;; @
Dublic Issues, George Amlck stated that the BGA represents "the kind at ‘ B |

Lndependent public interest groups rhat are’ needed in every staee and

) - . . B

\“\
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netropoiitan area" (Amick, 1976; NACCJSG 1973) ~ The BGA's ekpo§és of ©
" publie corruption such as its recent anestlgation with CBS's "60 Minutes"‘-'
tﬁa fraud in Illinois' Medicaid program have - brought. natxonal attention to
Mx”f7?: }the organlzatlon, wnxchzbegan its aggressive Lovestxgatxon program only a

~short time ago.

“, A brlef and very general overview of the BGA lS presented here in

the hope rhat a dlscusomon of its expefiences and internal struzture

*r_~~ng;t e of value to those who want te pursue 51m11ar reform efforts.

Hewever, it would certatnly be a mistake to assume that the BGA 1s a
Meypical® CLtlZERS watchdog group.: The puA'a SUCCE¢S is due to. many
factors, iﬁcluding the organlzatlon s long “and unique relationship with
the local ‘news media. The close woﬂklng relatlonship between the two. .
groups ‘arose in the coﬁtext of a highly comp;tztlve medla env1ronment

that simply does not ex1at ‘in many. areas of the nation. Also. unllke

/many other watchdog groups, the BF‘ has benethed from strong leadership
‘iand has establléneu retat;vely stable funding base which hss. «}lowed

'the organlzation to recrult a full- tlme professional staff. And, of

Jicourse, Chicago is by no means a typical city, nor is Illxnois a typioalk‘w
state in terms of the,abundance of the type of problems which a group
;ty;ox%;ﬂﬁ”ilke the BGA,seegs to Ldentliy. Chicago, in particular, provides a cast
: of 1ooal’politicéltactors.that coﬁmand'media attention by being both
colorful and obStreperoos when aroused. Additionally, the city's ma-
,chlne politics provides an endless supply of material to any zitizen
interested in reform.  In Chlcagc, to be.sute, the quest for hctter gov-
ernment starts from a very low base.

But even if the BGA is not a "typical" citizens' organization, mady
of its investigative technxques that haVe proved effectmve can be at-'
tempted élsewhere.v Moreover, the organization's internal structure and

T operat1ng procedutes have provzded lt with an independence and flex;»rf

bllmty that have been ersenriai to ltS ‘success and °Hould certainly be 8

considered by organtzatlons Lnterested ln/conductlng aﬂalpéans programs.

e ne following;‘-hen, is deSLgned to acqualnt thoéé unfamlllar Wlth

the BGA thh its general ffamework and range. of actlvxties, A fuller

examxnatxon of ‘tHe issues ralsed here will be covered in 5ucceed1ng
L EE Sectlons.

T U SR ‘ o . ' ,'N?:"
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General.Strncture and‘Operating,Procedures
Founded by the former dzrector o‘ the Antl-Saloon League, the : . S f‘v?
'Better Governmfrt Assocxatlon (BGA) has acted as- an independent monitor

‘;,of gOVernment in Illinols for over 50 years.' The,organlration s char- 727,

'"”acter has, however,ﬁehanged considerably over the last ha1f4century.

LTy

. mhe BGA's earl*est years were devoted largely to voter education,_

electlon reform, and encouraging the efflcxent use of tax dellars. The

‘BGA has maintained its interests in ensurlng honest eleetlons\andvin'

. monitoring government spending,$ogt4injthe last*seVeral”years its ac-
tivities have-beCome'Coneideraniy more divefﬁei‘-xne Boa now broadly de- ke
fines its concerns as "waste, inefflclency and corruption 1n government,"

1  and BGA 1nve¢t1gatlons are as’ llkely to focus upon errant public oﬁ e

>”cxals or the complex admln1strat1on of a multi-mil lion dollar govern~y¥vai -

-mental program as upon efforts o, falsiﬁy-ﬁ iun retnrr

To retain lts 1ndependence, the BGA rece1ves o government money

and rerles soiely on . prlvate contrlbutions, or "membersﬁips, from 2

5,000 Lndlvldﬂals and corporat;ons. The BGA also recelves limited foun-

dation suppo.t. These prxvate Bources prov1de the organlzat;on,wlth an

income of approx1mately $3?S OOO per year.

Typxcally, in 19?7 che BGA'S ccrporate contributions accounred for
o sllghtly over half of its total andual bu&get 155%), and included funds
‘Erom majer corporatlons such 28 Standard 011 of Indiana, Sears-Roebuck
rand Companv, the Macﬁonald Corpc*atlon, Playboy Enterprlses, end Quaker
Oats Company. The BGA's lazgest sxngle corporate contrlbutlon is $3 QOO.
igntly oves 23% of the budget comgrlsed personal noncorporate contribu-
tions from almost 2 000 indlviduals. The remainder of the budget con~
sists of foundatlontgrants totalzng about $80, 000 and - is used largely

/

*The Better Government Association prepared the draft of this report on
a’subcontract from SRI International and thus was not the direct recipi=.

~.ent of the grdnt from the Law Enfgrecement Asszecance Administration of ,
the Federal government; the indirect receipt of gov=fnment funds, however,,,
does make this an exceptlon o B3A practice. -
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to support the organization"s_publicwinterest\law and student-intern
programs. ’ '

The-BéA's‘entire staff (Figure 1) consists of about 15 perSQns, in-
cluding anvexecutiVe'director,;a membership coordinator, 6'professional
inﬁestigetors, and avlegal staff of 4 attorneys who Both advise the in-
vestigato:s’regarding legel duestions‘that arise during the course of an

investigation, and pursue litigation related to the organization's goals,

The BGA is governed by a hlpartlsan board of 45 directors who are

recrulted from a wide range of backgrounds~~1ne1ud1ng law, business, and

academia. - The board of directors meets monthly to review the organiza~-

tion's act1v1tmes and to caryy out the general policies established by a

h24-memher board of trustees, which meets annually to -adopt a budget and

determine basic policy dlrectlons.

lnvestigative Prog1am

- BGA anestlgaCLone are generally conducted on a cooperatlve basis
thh the local news medla (newspapers, radio, or television), a relation-
ship that has»been mutually beneficial, The BGA is assured that its find-
ings will be widely disseminated and have a substantial public impact,

It also profits from the expartise and'access to.sources that joufnalists

bring to the investigation, Supplemenning'the,resourCes of the BGA staff,

The news media benefits by obtaining an exclusive story and the assistance
of the BGA's investigative and legal'telent. Many inVestigations thet re-
quiredche scrutiny and interpretation of hundreds of complek documents

would probably not be feasible without the help and additional manpower

‘that the BGA provides,

The BGA's aggressiﬁe:investigegive prograwi~is of fairly recent ori-

ging it did not emerge until 1961 when a citizens' committee established

to review the BGA's operatlone recommended that the organlzatlon launch
""Operation Watchdog,” a task force designed. to evaluate the performance

of public officials in Cook’ County.

The BGA's earllest major investlgations showed a marked creat1v1ty

\knd quickly established the organlzatlon as a forceful watchdog group.

N
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For example, in a 1968 effort to firmly document what had already been'_
widely suspected but_not fully documented-~that vote fraud persisted in
many of Chicago's precincts--BGA inveétigator William Reckténwald dis«
guised himself as a skid row &erelict, and,vid an uncharacteristic dis-
play ofbliterary flair, checked into varioué flophouses that line Chi<
,cagb's West Madisoh Street under the names of James Joyce, William Faulk-
ner, and T. S. Eliot. ‘Although no attempt was made to registér to vote,
the assumed names later. turned up on the éity's voter,registratidn‘lists.

In fact, votes were cast in their nameéf@fjg%ggtion day. The BGA'stlc?‘”]

i Tl

resulted in the first convictions under the 1965 Federal Voting Rights
Ac tn 4 » -

The BGA's interest in fair elections has continued. . In 1972, the .

- Chicago Tribune was awarded a Pulitzer Prize for its election day activi-

ties which were coordinated with the BGA. A team of 30 BGA investigators,
student interns, and Tribune reporters concentrated their primafy election
activities in precincts that had historically been identified as areas |
where vote fraud was commonplace. The pollwatchers later testified be-
fore a Cook County grand jury regarding the election law violations they
‘witnessec. Poll watching on eleétioh day has since become a routine BGA

activity.

Election 'law violations appear to be rarer now than in the past, ih
no small measure due to the joint effort of the BGA and hundreds of other
citizens. Despite being subjected to ffequentvinfimidation and abuse from

city empioyees, the BGA successfully sdught to ensure the’fundamental .
premise of democratic elections: that citizens co@ld vote only once, and

they could cast their vote in private.

In addition to the BGA's continued interest in'préservingvthe'integf
rity of the electoral process, BGA invéstigations have focused on corrué; b
tion on the part of high-ranking officials and elected offiéehdlders, |
fraud and mismanagement in the delivery of social serviées;-énd abuses
by government regulatory agencieé. ‘In all areas, many of the investiga;
tions have had an important imﬁact.By both educating citizens regarding
the inner‘workingsfof govérnmeﬁt and producing tangible results»intthé

form of new'legislation,’édministrative reforms, and judicial action.
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For examplé, following the BGA-ChicégO'Tribune investigation of a

former Alderman, who wés a close political associate of the late Mayor
Richard Daley, and that of'Cook County's.former Circuit Court Clerk,
both>offi¢ials were indicted on the basis of the BGA's findings. The
Alderman was subsequently convicted in Federal District Court on mail
fraud charges, while the former Court Clerk died before he could be

brought to trial.

In the aftermath of a BGA-Chicago Tribune investigation of the Chi-
cago Housing Authority (CHA), which found obvious mismanagement and a
serious conflict of interest on the part of the Authority's chairman,
the Federal government ordered the CHA to transfer funds it had deposited
in interest-free accounts to accounté where interest would accrue. Con-.
sequently, the public agency now earns interest on over $20 million that

once sat idle. Furthermofe, after the BGA and Chicago Tribune identified

millions of dollars in waste in Chicago's municipal budget, the Mayorv
reorganizéd the city's Fire Department, in accordance with many of the

BGA's recommendations.

As will be discussed later, the BGA's investigations of political
corruption have attracted much public attentioh. However, the organiza-
tion has gradually increased its emphasis on more systematic, institu=-
tional abuses of power, Consequently, major state regulatory agencies
such as Illinois' Savings and Léan Commission and the state's Department
of Financial Institutions, as well as specialized governmental units (for
example, the Chicago Housing Authority mén;ioned above), -have all been

the subject of recent BGA scrutiny.

- The BGA's purpose in examining regulatory and service-providing

_agencies has not been to challenge their public mandate, their raison

d'etre, except'perha@s‘when absolutely no legitimate reason for their
existence could be found. Rather, the BGA's goal in these investigétions
has been to hold the agencies accountable for their actions and to ensure

thkat their avowed‘pubiic purpose is in fact fulfilled.
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The Publzc Interest Legal Program

In 1975, the Better Gove;nment Associatxon establigshed a 1egal pro=

, gfam to supplement the organization's investigative capabilities, The

purposé‘of the Legal Program is twofold: to act as the organization's
general counsel on all legal matters that arise during the course of
investigations,Aahd to pursue litigation related to the BGA's general

purpose.

The Legal Program consists of a general counsel and three staff

attorneys, as well as law students from Northwestern University Law

School who receive law school credit for their work at the BGA. The Law
Program is supervised by the BGA's Executive Director as well as a com-
mittee of BGA directors who must approve major litigation before it is

undertaken.

The Legal Program's,present docket is both ambitious and diverse.

One major project concerns a suit that was filed in Federal District

~ Court challenging the domestic surveillance practices of local and Fed-

eral law enforcement dgencies. The BGA filed the suit, with the American
Civil Liberties Unionv(ACLU) and Business and Professional People for ,
the Public Interest (BPI), a public interest law firm, on behalf of all

of those in the Chicago area who have been the target of unlawful govern-

mental surveillance.

kAdditidnally, the Legal Program‘hés tested enforcement of Illinois'
Campaign Disclgsure law by filing cbmplaintﬂ'before the State Elections
Board.” The BGA has alleged that neither former Governor Daniel Walker
nor the late Mayor Richard laley fully complied Wlth the reauxrements of
the Act. Most recently, the Legal Program filed suit in Federal District
Court against seven major contractors in the Chicago érea who had‘pieaded
guilty to criminal charges related to a bid-rigging scheme for work done
by the firms at Chicago's O'Hare Airport. The BGA's suit attempts to re=
capture the illegal prof{ts the companies acquired. The suit was filed
on behalf of the City of Chicago after the city refused to enforce its

own right. Any funds recaptured. as a result of the lawsuit would be re-

-turned -to the city.
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Performance

Objective measures for organizations like the BGA are elusive, but
using almost any reasonable criteria the BGA must be considered-a suc-n
cess. For over 50 years the organization has survived in a hostile en-
vironment. - Antagonized politicians have challenged the BGA's tax-exempt
status in the state capitol and a former governor while still in office
unleashed an elaborate campaign to destroy the organization's credibility.
But the BGA has endurad; indeed, it has even prospered in the face of

advefsity.

Of copurse, all success must be regarded as preliminary, for the fu-
ture is always uncertain. Serious questions remain unanswered and'un- '
answerable. What will become of the BGA if the public’s commitment to
rooting out political corruption wanes? Can pblitical corruption be
"over-exposed," inviting a public reaction to blame the bearer of bad
tidings for the republié's‘plight? The BGA's reputation for effectiveness .
has been enhanced by Federal prosecutions based on facts developed by
BGA investigations. But Federal law enforcement policies change over
time, and there is no assurance that the United States Attorneys across

the nation will maintain their momentum in attacking political corruption.

Despite such nagging quéstions, the record suggests that the BGA is
not merely an ephemetal, faddish responseito the complex problems of |
corruption and the lack of government'aécquntability. The organization
has -not proved to be one of theyfragile flowers cﬁaracterized by‘Tammany
Hall's George Washington Plunkitt as "mornin' gloriés" that "looked
lovely in theymornin' and w;:hgred up in a short time, while the regular
machines went on flourishin' forever, like fine old oaks." In fact, the
BGA has gfowuain'terms of its resources and impact, while Chicago's'en-‘
trenched political machine has suffered some serious defeats at both thé

polls and in the courts.

Might the BGA's own success render the organization obsolete? 1If
the forces of reform seize the reins of power, will there remain a need
for the BGA? In the context of Illinois politics, the question seems

absurdly hypotheticél. Neveftheless, the fo1lowing observation is
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offered, Just a few months ago Xllinois' present governor, James R,
Thompson, held the office of U.S. Attorney, where he vigoxouslyvprose-
cuted hundreds of cases involving public corruption and spoke persuasively |
of the neéd for high‘standafds of public service. Yet, the BGA recently
found that those in charge of the governor's campaign committee actively
solicited campaign contributions from contractors who profited substan-
tially from state business. It,Waé all quite legal, of courée, and
certainly the governor's reputation for pe}sonal honesty has not been

" assailed. However, when state coantractors provide the funds that a state
official needs to reach and stay in public office, who can be sure that
their contracts are being awarded on the‘basis of public rather than
private neéd? The situation forcefully demonstrates that the integrity
of our governmental institutions will not be restored quickly, or merely
by changing the names of incumbent officeholders. More systematic reform

is called for, and for that there remains a continuing and urgent need,
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ORGANIZING AND STAFF ING
A CITIZEN WATCHDOG GROUP

Prmclples of orgamzatmn

e Should be problem oriented {corruption, abuse of power) 1ather than issue oriented

~ (high property taxes, redlmmg)
e Should initiate mvestxganons

e Should be nonpartisan, nonprofit, broadly based, and privately funded so that it repre-
sents the pubhc and not any special interest.

"o Should expose situations to public view and to existing law enforcement mechamsms
rather than seeking to gain office or control government processes. '

: Steps to orgamzation

¢ Identify potentxalsponsors from among local busmessmen and corporauon executives,
local professionals, (lawyers, accountants, professors), union leaders, community

“leaders (League of Women Voters, Umted Way, nexghborhood improvement associa-
tions),

e Set up an initial meetmg

¢ At the meeting, discuss pr1nc1ple= of orgamzatxon, goals, and fundmg, agree on a struc-
‘ture for the organization; set up a timetable for establishing the organization and

decide on milestones; set up a steering committee that represents the widest possxble/ :

range of viewpoints and reflects the makeup of the local p0pulahon
~® Set up a steering committee meeting,

@ At the steering committee meeting, determine how much fundmg is needed and how |

funds will be raised.

' .Orgamzatlonal structure

e Aboard of directors is needed not cmly to se* pohcy for the group and momtor its | o

operations, but also to raise funds. It shouid meet monthly or bimonithly. -
~.® Anexecutive d:rector is needed to g.n.enaue the ataxl’ ap/ﬂ/guxde dally operatlons
® Staff mveshgators are needed who shoulé be skllled in investigative research.

o
T

Principles of operat:on S

o The board of directors should, to the extent p0551ble thhout compromxsmg the effec-
tiveness of an- mvestxgatxon, know what is going on and agree beferehand that a par-
hcular mvestxgahon is to be undertaken.

“e The group should have a aublic spokesman (normally the executive director) who is
- able to make the aims of the group clear to the pubhc, and generate enthusiasm for |

those aims.

'@ Both the board of directors. and the executive director should attend to the problem of
maintaining funding support, ensuring that the group maintains a reputation for

- careful, fair, and impartial investigation, for maintaining confidentiality of ongoing
‘investigations (no feaks or unsupported charges), and for ensuring'that- the subjects of
investigation are allowed a chance to respond to the charges made against- them before
the resu 'eg’the mveshgatlon are made public.

e Investigators should not onlv be ethical but be knowledgeable about what constxtutes
ethical behavior, should be Hlexible enough to discard an unproductive investigation
~but persistent enough to overcome obstacles including initial lack of data-and initial

criticism, and should not demand star bnllmg, total autonomy, or freedom to pursue

personal ager\das
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III ORGANIZING THE CITIZEN WATCHDOG GROUP

o g et

Overview

America‘is a nztion rich in a heritage of voluntary assogciations. In

‘the early nineréenth century, the foreign student of Amerxcan affairs,
- Alexis de - Tocqueville, observed ‘that "In no country in the world has the

prinvxple of. asSocxatiou ‘been moze successfully used or applied to a

,vgreater multitude of ob1ects than ln America" (de Tocqueville, 1945 ed )

The propensity ef Americans to band to &thier has not sbated since de Tocquee

ville's day. There seems to be an almost infinite variety of group ‘“PﬁliL@

Lcal parties, trade associaticns, unrons, civic organizations, and the

like-—whlch pursue their numerous Lnterests in equally numerous ways,

According te one recent survey, there are about 2, 000 local cxtizen

watchdog groups throughout the nation that attempt to monitor some'aSPectsal-”

of local and state government (Bavas, 1976) These groups range from .the

"~ local chapters of the League of Women Voters, ‘whose interests range from_

voter educatxon to ecology, to taxpayer assoclatlons concarned ptimarrly_

: twrth monitoring public spending and preventing local taxes from rislng.

Local citrzens groups have been formed to monitor activ;tres related to

the environment, education, economic deveIOpment, and almost gvery other_ '

concexvable governmental program. Moreover, these diverse- interests are

¢

paralleled by diverse organizatxonal structures.v Some associations have

paid, full-time staffs, while others do not; a membershlp 1n ‘some organ-‘

lxzations is open to all cxtizens, whrle others follow more exclusive :

p011c1es.

Clearly then, there is no szngle way a watchdog group must be or-
ganlzed for its structure will vary with the organization s goals and
the envzronment in Whlch it exists.‘ Consequently,,the model for a citi-‘
zens' uatchdog group set forth below is not the only one imaglnable; it
is recommended here, howeVer, because it is a form of- organization,that S

has" proved hlghly effective.  This organizational structure lsbpatterned'r
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_after that of Chicago's Better Government Association, an organization
. whose stated purpose'is to "combat waste, inefficiency‘and corruption’

“in gcvernment.

The BGA is a spec1a1 type of watehdog Broup. o lt is "prOblem" rather'

than "zssae" oriented. It does not confine its watchdog role ro'cf?taiﬁ“f“

sub;ect~matter categories such as housing,- taxes, educatlan, or ecology,

but focuses on issues that may relate to all of these matters.

As env1510ned here, the prOposed citizens’ watchdog group has the
followxng charaaterlstlcs. (1) it-is a nonpartlsan, nonproth organxza-‘
rtlon' (2) it is not "lssue" or "subJect matter” orlented but rather is
concerzed w1th more genefal abuses of the governmental process such as

V;cofruptlon, electoval reform, and. the general lack of accouotablllty of

’@y*“governmental 1nst1tut10ns' (3) the organlzatlon initiates lnvestlgatlons

-and does not merely respond to the reports of others, (4) the watchdog -

group malntalns a close. relatloﬁehlp with the news media with whom it
S often works on a cooperatlve basis; (5) lt is £i nanced entlrely (o* al-

' most entlrely) by funds raleeu from. prxvate sourees such as. individuals

and coxporatlons, whlch become members of ‘the watchdog organlzarxon.‘
Membershlp status can be obtalned by contributing a mlnlmaL fee based on
abxllty to pay. (Tne BGA's membership cost LS 325 but contributions
. rangé from $5 to_$5,000), and (§):¢he watchdog group's funding base is

sufficient to support a full=Yime executive director and research staff.

- The citizens' wateﬁﬁog groop can also be defined by what ‘it iS'not}‘ ., 1
T It is a nﬁnpartlsan organxzatlon, not affiliated w1th a politlcal party
3 or ﬁactlon of’a polltlcal party. The- organlzatlon s 1nvest1gatlons
:,ahould be,sc-wpolously”zalr to all public offic1als, and the organlza-v‘
‘tion should not be used:as[the'tool‘of any particulef person or group.

' fThis Stricture'is more than an obligetory piety. The watchdog?groop'will

not survxve long if it becomes a partlsan in dlsputes over who shall con-

: 'f vf\»‘ qf trol city hall. In the lovg run, the organizatiod must “be able £o - m:*‘f{

v mdnd respect throughout the polltxcal spectrum if its flndlngs are to be
credible.
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On. the other hand, che cltiznne' watchdog group is notva‘lawvenfotcef
ment agency -and has no law’ enforcement powers. ‘The ofganizetion's puroose
is to expose governmental wrongdo;ng and” to edocatf citizens about how
government is working and how it m;ght be madp to work better.» It relmes

for the most part o

the mass media to brlng its findlngs to the public's

Tattentlon, thoughlltbmight also 1ssue more elaborate reports from time to
- time for c1c12ens lnterested in a more chorough dlSCUSSlon of tbe organi-~

zatlon s activvtzes.

v - The cltizens watchdog group 1s concerned Wlth the openness and ac-
countablllty'of all goVernmental 1pst1tutlong, CitlAEHS should have the
ablllty to influence the declalons that affect their lives, and “the watch—?
dog group should attempt to. ensure that 1nd1vmdnals and groups are not un-

faxrly shut out of the deﬁxslon-makmng ptocess.v

Formlng the Wate hdog Group. ‘Identifying Sponsoré

What crxterla should ‘be used in reorultlng the xnltlal sponsors for

_ the c1tlzens‘ watchdog group9 Leadershlp ablllty, knowledge of - rhe com=
vl‘munity, a. lamlllaery with the matters the organlzation will deal wzth "<
the ablllty to raise funds, rhe avallabillty of time to devote ‘to the or-""
ganizatlon ‘are 1mportant factors that should be conszdered in ldentlfying
‘ potentlal sponsors The likeliest sources of 5upport for establlshzng a
-watchdog group wxll be found among bu51nessmen, profeSSLOnals such as

‘ lawyers, accountants, and academlcs, and. other'coﬂmun1ty leaders, ‘er

;example, men and women who are already actlve “in phllanthrople, c1v1c,

Yo or nelghborhood organ1zatlons

, Each of these sources of support can bang unla talents and per-
spectlves to the watchdog group. Bus nessmen, particularly those in the
'upper levels- of corporate management should. be attracted to. the watch- \

dog - group 'because of its Lnterest in managerlal reform and the efflC1entf

”ijjuse of tax dollars.’ Ina eommunlty»domxnated by a polltlcal machine,‘

busxnessmen may: be v1ct1m*zed by extortlonate demands from polxcemen,_
health 1n3pectors, or other offxc1als who use the levarage of their

'regulatory authorxty to extract lllegal payments. Businessmen may aisb




be subJect to harrassment from polltic1ans seeklng campalgn eontrlbu-
etlons under the taelt or expressed threat that those who do not con-

trlbute W1l4 not receive government business. These ‘abuses can generate

v,a powerfvi 1mpulse for reform among busLness leaders. : ”';/< e

Corporatxons, of course, can provide the watchdop group with an esvf-

sentlal base of financial support whlch can- oecome a dependﬁble souvce

L

of-funds (Tne organ;zation,.d atd be set up in cuch a way chat all

\Y o "‘. .‘

irontributlons are vax deductzble.)v Business men can aLeo proVLde the
_orgenﬁsatlon with accessege—cf§€f?ise im such £4 éids as accounting and -~ 7

“;bankeng which may be useful in the orgsnizatlon s investigative efforts. -

Lawyers, accountants, and academxcs are aLSU potent1a1 sources of
bleadershlp for the weﬁchdog group They and other ptofesszonals may be
1,attracted te- the watchdog organxaation because of theiﬁ general Lnterests

vxn promotlng reform, saving taxpayer funds, end ‘upholding hlgh standards

~ of public servmce. Many Bar Associations and other professional organi~ . .. =¥
zations have established various commlttees that deal with matLes £y ’such |

as governmental ethics and conflicts of interes _“P fessxonals who are

already ective in these reform efforts megnc well be Lnterested in pursu-

;‘-Lng their Lnterests througb che watchdog organxzatlon.

Membeﬁé of the academic communlty should also be considered as po- . ‘,L?‘

et
-

’:tentnal sponsors. for the c¢itizens' watchdog group. While academlcs may
not have the same ability to- raxsn much needed funds as members of gther
professzonal groups, rhelr expertise n government - -related matters can
be»a valuable reSVufce _ Academics may also lend credibility to the or-

ganlzatlon, and provide "student interns” és Volunteers to flllvwhc

group s manpower requisxtes

It is important tbat“the initial spomsors be a bipartisan group, O

-,,ecnmltted to the goals of the organlzatlon, dnd that they represent a

broad segment of the public. They should reflect the rac1al make-up of
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A

fbroad base of sﬂpport for its acti

-~ 1itical afflllatlons.

e e

the community, 1nclude both sexes, and union as well as“hasxnescfleaders;.
This. 1ver31ty is of oouroe a goal and may not. ne per:eccly realmzed in o

every organxzatlon.e~ﬂowever, 1f the waetndog group-is -to generate -0

1&1&8 it should make every effort to

avold being labeled as eitbﬁ»”“ onservatlve," "llberal " "Republlcan,,

or "Democratlc,"‘== a result of its sponsors social backgrounds or po~

Sponsors should not include per nﬁg'who are eltncr governmantal

officials or employee persenS“who hold official p051tions within a

, polxtlcal party, or 1nd1vvﬁuals who are seeking or plan to seek poeltlcal

office. While a person s former involvement in polltlcal activxtles

should not be 8. HEt to partlclpatlon, the watchdog group should av01d
»actlon“~that would engender ‘undue susp1c10ns of its organlzatlon § mo- 7‘ﬂ ,ﬁéé

'“”tlves.

‘ One essentxal function ~f the watchdog group s sponsors is to lend
Iegltlmacy to the organlzatloni WRICh must be v1ewed as responSLble and

relleble by otbers, -#specially those from whom flnanc1al support wzil be

'SOllCltPu . The sponsors, }erefore, hould be prestlglous meﬁbers of

the community and arclculafe ‘spokesmen far ‘the organlzatzon.

Once several potential sponsors ‘have been ideat;fled, they should
be contacted personally and asked to recOmmenf others who nght also be

Lnterested in organtzlng the _watchdog granns, Wh@n/s suf 1cfant number

"of persons have 'demonstrated enthu’lasm for ﬁhe pro;ect, they might be

anlted “to ‘attend an organlzdtlonal meetlng where the formation of the

watchdog group can. be dlSGUSSed in deta11

The sponsors should consxder ‘the follow1ng early in thelr dlscus-

© sions:

The BGA, once oharacterzzed as "an arm of the Repnhlican Party," has at-
tracted strong bipartisan support in recent years.  Although no.watchdog
group should employ any sort of quota system to limit numbers, a broad .

- base of support will not only strengthen the organization but help it to
weather political storms. Thus, an imbalancé should be addressed by a .
specxal effort to gain members who will restore the balence :
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(1) The scope of the watchdog graup s activ1t1es and-the’ lnvestl-
~gative procedures to be followed. These should be incorporated
in ‘the form of the organization's charter and by-Taws. (The
BGA's by-laws appear in Appendix A.) ’

‘(2) The watchdog group s.organxzatlonal,structure. For example,
how large should the group's board of directors be, what func-
tions will they perform, and how will they perform them?

(3) How will the organizatlun s executive director and staff be
selected?

(4) How much financing is needed and how will funds be raised?
(5) What steps should be taken to incorporate the’orgéniZétion anc
apply for tax-exempt status?

, One initial organizing possibility would be for thnse attending»}he
first meeting to appoint a steering committee to explore the extent of
cemmunity support for the project and evaluate various sources of fund-
ing. Certainly, the question of organizational financing shoulq}be dealt
with in the early stages of discussion. A preliminary assessmentkéhould
be madebof the minimum level of funding needed to_attain the group’'s

~goals; the group should discuss in detail how and from whom the funds

will be raised.

Model Structure of the Watchdog Group

‘While rhe details of the citizens' watchdog group will vary in every
‘community; the use of a model may wgll be useful in planning the orgéni-
zation's structure. This basic structure should include a board of di-
rectors, an executive committee, officers (president, vice»presidént,
crea$urer; and secretary), and executive director. By~laws, budget, IRS

letter, and investigative guidelines for the BGA are given in'Appendix B.

Board of Directors

The board of directors is responsible for establishing the orgéni-'
zation's basic policies, 1nc1ud1ng its investigative priorities and pro-~
cedures, for raising'funds, and_for revxewing the organization ] opera-

tions on an ongoing basis.

The board of directors is composed of the organization's gponsors,

those who were responsible for establishing the watchdog group, énd
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‘others who have somethzng to contribute in helping the organization

attain its aoals.

The board may be self-perpetuating; that is, current board members
may select new board members to replace those who have re51gned or a
more elaborate system might be: adopted whereby board members are elected
by the crganlzatlon s total membership. In either case, it seems that
the same personal characteristics that were sought in the initial spon~
sors--such as leadership potentlal,‘fnnd—ralslng ability, expertise, and
; knowledgé-of public affaits-~should élso be used as the criteria for

selecting new board members.

The size of the board of ditectors will vary with the size of the
community the watchdog group will serve. In medium-sized to large cities
(those with populations in excess of 100,000), the board could range in

membership from 25 to 50 persons.

_ The board of directors should meet on a monthly or ﬂLmonthly basxs,‘
so that the directors can review the progress of current investigations
and discuss fundﬂra151ng activities. The board should be kept fully in-
 formed bv the executive director regarding all of the organization's

activities,

Unfortunately, complete candor. can pose setious problems for the
watchdog organlzatlon. Obviously, by informing a group of 25 to 50 per-
son: of the detalls of a sensitive investigation, a risk is taken that

Lnformatlon will be revealed to the public before the organization is
‘ready to release its findings. There are several reasons for preventing
the premature release of investigative information, including the need
- to protect the exclusive nature of the story from Journallstlc compet=
itors. A dilemma therefore arises., Candor is an obvious requirement
if the executive director is to ensure the continued support of the
board of directors. Moreover, the board cannot fulfill its responsx-
bilities without full,knowledge of the organxzatlon s activities. On’
the other hand, some degree of secrecy is needed if the watchdog organ-.
izatinn‘is'to prevent the considevable damage than can result from the

‘untimely release of data it has gathered.

29.




The need for secrecy, of course, ends after the results of the in-
vestigation have been made public, or the investigation has been texrmi-
nated. Then the matter should be discussed thotoughly with the entire
board of-direétbrs. In any case, if information is being withheld, the
reasons for doing so should be discussed. Any procedures for maintaining
secrecy should be the result of a fifmly established policy enacted by

‘the board of directors.

The board of directors should elect officers (president, vice-
‘presideht, secretary, and treasurer) to perform the duties generally as-
 sociated with thoée offices. The president, along with the organization's
executive director, will be the chief spckespersoﬁ for the watchdog group
énd will preside at the board's meetings. = The board of directors should
also empower the president to appoint committees, composed of other'board
members, to perform specific duties related to the organization’ s act1v1-’
ties. The creatlon of a fund- ralslng commlttee and an investigative
committee, for example, are efficient wavs in which board members can
exercise their respoﬁsibilities in important areas of the organization's
operations and develop a better understanding of how the watchdog grQup’

performs on a daily basis.

The Executive Director

The selection of the watchdog group's executive director will ob-

viously be one of the most important decisions the new organization will

£ace, There does not seem to be any one best béckground for an execu-
tive director that will meet the watchdog group's diverse néeds. Theb
exacutive director's personal,qualificatibns should, of course, include
‘a reputation for integrity and the leadership ability that will enable
him or her to effectively rebresent the organization before all segments
of thé,COmmunity. Since itvis essentia1 that the watchdog group main-
‘tain a nonpartisan pdéture, the execucive'director,shouid not be closely
identified with any political party. The ekecutive director should pref-
erably not be a former elected official or candidate for public office.
Just as impoftant, the executive diréctor shduld not be a person likely.
to use the office for his or her bersonal-advantage ih securing'a public
‘positioh‘atisome later date.
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Finding a potential executive director -with these qdalifications
may be more diffieult than it first appears. Most individuals who are
attracted to the position of executive director will be interested and
involved in public affairs; precisely those persons who would be likely
prospects for public office. Moreover, if the organization is success-
ful, its executive director will be placed in a position of high public
visibility. If the executive director did not have any intention of
‘launching a candidacy for‘elective office when the position‘was filled,
‘such plans might well, and quite understandably, materialize after a few

months or years on the job.

There is no particularly good answer to the problem. The watchdog
group certainly will want to maké every effort to avoid noteriety as a
stepping stone to political office, yet it would be unrealistié and un-
workable to require employees to sign an oath forswearing any interest'
in elective office. Perhaps in the long runbthe watchdog group can‘only
hope that not too many of its leaders will respond.to the call of poli-
tics, and that those who do will spread theméelves out among a variety
~ of partisan labels. To avoid the most flagrant abuses of the position;
the board of directors should consider asking candidates for the job of
executive director to make at least a three4year commitment to the

watchdog organization.

Several quite different sorts of professional background seem eqﬁally.
appropriate for the job of executive director because of the variety of
roles associated with the position. Professiomnal expérience ih»law,
journalism, and teaching are all relevant to the functions the executive
director will perform. A strong background invsome form of investiga-
tivé work or research seems especially desirable since a principal task
of the executive director will involve guiding the staff's research pro-

cess and evaluating investigative findings.

Since the executive director hillvbften be called upon to_repfesent
the watchdog organization in public appearances, he or she should be an
experienced speaker who hasvthe cépacity for working effectively with :

' ﬁany different types of peeple, ineluding public officials, journaliéts,

and businessmen.
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Finally, the executive director should have the organizational

ability to ensure that the organization operates effectively on a day-

. to-day basis. Unlike the manager in a large firm or the chief éxecutive

officer of a corporation, the executive director of the citizens' watch-
dog group heads an organization whose paid staff will almost alﬁays be
quite small. Consequently, the tasks of deﬁining particular goals and
selecting strategies to achieve them cannot be readily delegated. Or-
dinarily, then, if many of the daily detéils of the organization do not

receive the attention of the executive director, they will simply remain

‘ignored.

Professional Staff

Researchers or investigators will form the major part of the pro-
fessional staff, and as with the executive director, there appears to
Be no single background most suitable for the job., Investigators for the
BGA have been recruited from the fields of journalism, law, teaching,
law enforcement, and from social science graduate schools. Perhaps the
most essential characteristics of the successful investigator are a
natural curiosity about the inner workings of the governmental process

and the tenacity necessary to dig for information despite the numerous

obstacles that recalcitrant officials will set before him or her.

The investigator must be able to define his research objecéives and
formulate a strategy for persuing investigative goals. Since ianvesti-
gators will be working in tandem with journalists from both the print
and broadcast media, a knowledge of all aspects of news operations will

be essential for conducting an orderly investigation.

On a day-to-day basis, thé investigator's time will be spent 1arge1y
in retrieving information, interpreting documehts, interviewing sources,
and planning what to do next. Since the watchdog organization's investi-
gatdrs might focus on any one of hundreds of’ governmental programs or the

financial dealings of any of several public officials, a broad knowledge

-of the governmental process is generally more useful than expertise in a

particular area of government operations.
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Clearly, each investigator‘should understand the goals of the
watchdog organization,émd agree to work within the comstraints set forth
in the investigative guidelines, 1In short, investigators must underétand
that their‘research must be objective and all persons with whom they deal
must be treated fairly. The investigative process must not be abused for
the purpose of conducting a vendetta against a public official or govern-

mental program that has fallen into the investigator's disfavor.
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FINANCING A CITIZEN WATCHDOG GROUP

Permissible fundix{é sources

e Funding for a watchdog group should come from private individuals and from cor-
porations (with a minimum for mdw1duals and a cexlmg for corporations) and perhaps
from foundations. :

e Funds should not be accepted from government entities, from public officials, or from

political parties because accepting funds from any of them will bring the integrity and
impartiality of the group into question. ’
Funding techniques

o Members can be attracted by evidence that the group is effective, by a reputation for
credibility, fairness, mdependence, and high ethical standards, and by the abxhty to
deduct contributions from taxable income.

o Public service announcements are not as effective as word of mouth and press
coverage.

e Members can be retained by a sense of participation (receiving a newsletter, attending
informal meetings), by a sense that their support matters, and by assurance that their
investment is not being wasted or mismanaged.

e Corporate memberships are usually obtained (and maintained) by personal appeals.

e Foundation support must be competed for and shouid be limited to special projects
because it is always given for a limited period.

o Supplemental funds for one-time or short-term needs can be raised by special activities
'such as benefits, raffles, auctions, fairs, book sales, plant or craft sales, and flea markets,

Managing funds effectively

¢ Funds not needed for immediate expenses should be kept in interest-bearing accounts
(BGA keeps only enough for 2 menths in the checking account).

® Keep complete books and arrange for an annual professional audit so that members
and corporate contributors are assured of the group’s fiscal soundness.:

- @ Because income from memberships is unlikely to come in at the same rate every

month, monthly expenditures should be kept below the average monthly incorne, in
order to avoid debt.
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IV FINANCING THE CITIZEN WATCHDOG GROUP

The success of the citizens' watchdog group will to a large extent
depend on its ability to raise the financial support necessary to carry
out an effecﬁive investigative program. Unlike the organization's in- -
come, bills will arfive on a disconcertingly predictable basis (Figure 2
shows the pattern of contributions by month for 1975-1977). Rent, util-
ity and- telephone bills must be paid, and payrolls must be met; on a
monthly basis. But if the watchdog group has secured a finahcial base
sufficient to begin operations by raising funds or securing pledges from
‘its sponsors, then additional funds can be raised as the organization
develops a record for effectiveness and for providing the citizens of

the community with a unique and valuable servige.

Funding Sources

The watchdog organization's funding is baséd on the concept of mem-
bership. Individuals and businesses become members of_the organization
by making a contribution that might range between $25 and $5,000. The *
organization should have a ''suggested mémbership‘feé;" altﬁough the grqup
should»of course graciously accept whatever amount is offered. The BGA
recormends that individuals contribute from $25 to'$1,000‘aud corpora-

. tions begin their membershlps at $100

Because the watchdog group is in the business of lnvestxgatlng govern-.

mental misconduct, funds should not be accepted from government entitles, |

or at least not ‘from those that could be the subject of the group's watch-
dog activities.' Likewise; the watchdog gréup shbuld not accept personal
contributions from public officials or officers of a political party;
While such contributions may not in fact influence the operatiéns of ‘the
watchdbg group, thé organizatién should make every effort to avoid even

the abpearance.of imprbpriety. The'wa:chdog group simply cannot credibly

claim to be an independent momitor of government and at the same time
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receive a suBetantia1 amountkof its funding from governmental or political

.. sources,

Similarly, the watchdog group'ehouldbseek'a broad basge of financialv

* support so it does not rely on a single individual or corporation (or a

small identifiabie'group of either individuals or cbrporations) for’e

majcr‘;eztion of its funding. The watchdog organizatien should not place

itself in a posztlon where a few parties could ieooardxze its very exis-

'tence by threatenmng to withdraw their membership

, Establzshing a dlverse and stable fundlng base is unquestlonably a
difficult task, but it can be done.vvihe Better Government Assoc;atlon
has been eble to attract wideSpfead support fof‘its ihvestigative pro-
gram from both in&ividual and cOtperete givers, with over 2,600 members
in 1977 throughout Illinois. Slightly more than 23% of the BGA funding

. comes - from individual coﬂtributors, '55% comes from cofporate sources,

-and the remalnde* is supplied by four foundation grants._lln 1976, the

average 1nd1v1dual contrxbutlan was $47, and the average COrpdrate coné

trlbutlon was $289. Excluding founda_i on s*ppsri, no single contribu-

tion exceeds $5, 000, a-small percentage of,the organization’s $375,000

budget.

As these flgures lndlcate, while a magorlty of members are prlvate ,
1nd1v1duals, ‘over one-half of the organlzatlcn s fundlng comes from
corperate sources.b Corpcrate support, -perhaps because it is somewhat
less affected by slight vacillations in the economic climate and because
corporate contrlbutxon policies eventually become routinized, has been

a more relxable source of annual income for the BGA than Lﬁdlv1dual mem-

vbershlp dues, Corporatlons are 51mp1y more likely to renew their member- :

shlps each year than are 1nd1v1dua1 donors. Consequently, corporate sup-
port can be an meortant element ‘of etablllﬁy in the watchdog group s

fundlng base.
vMoreover, ‘while it may appear to be;easier to rely on many small’
contributions, for example raising a dollar each from S,OOO‘individuals_

father than seeking a larger amount frqm’fewér people, it is often much

‘more difficult. The expenses related o raising many small contributions
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can qulckly become prohlbxtlve. Generally, a mix of small and large,
corporate and Lndividual contrzbutlons seems to be the best way to es-

vtabllsh a financially adequate and stable base of support. .

Fund Raising Strategies and Techniques

Memberships

To attract the support necessary to carry out a successful investi-
gative pfogram, the watchdog group should maintain a position of high
. pubiic visibility. Even the most effectlve citizens' group will not be
able to attract many supporters if ‘the group's existence is not widely
known. Press conferences, speeches, publmc service announcements, and

»other publlc exposure are necessary in any effort to inform the public

of the watchdog group's activities,

The watchdog organization must "sell" its program to the public in
order to raise financial suoport - It must answer*the implicit question
of why anyone would want to become a member and contribute funds to the
- watchdog group. There seem to be several essentxal element's that should

always be stressed when raising funds.

First, the organizationoshould emphasize that it is effective; that
its investigations/have achieved results~ssavings for‘the taxpayers or
specific reforms. Second, the wa:chdog group’should,stress that it is
uniqne.,vFor,example, unlike othet‘civic groups, the watchdog group
works directly‘with thevnews media to'expose waste andycorrupc;on in
'government.i Third, the watchdog group should emphasize that if relies

on contrlbutlons from- prlvate 1nd1v1duals and corporations for its sup-
;port. W1thout the help of private citlzens, the watcﬁdog organlzatlon

. cannot exist. Fourth, the group should always inform its potentlal con=- .-
tributors'that their contributions afe.tax deductible (if, asirecodmendedév
the waﬁcndog gfoup has properly'filed with tnefIRS'as a 501 (C)(3) not-for-
profit corporation;"(See Appendix B for copy of an IRSsdetermination
letter.) ' | '

“The -watchdog group should also consxder additional mechods of recruit-

‘,1ng and maxntalnlng its members by offeri ing specific membersnzp benef;ts.'

38




Cohf£ibutdrs, after all, ‘are becoming "ﬂembevéﬁaof'anoorgénizacion and
should be made to feel a special at*achment with the watchdog group.

V'VInVLtatlons to xnformal gatherlngs, an organlzatlon newsletter, and an
‘annual report are some ways in which thevorganxzatlon can malntaln‘the

support of its membérs.

The watchdog group, should consider hiring a professional fund ralser
at least part-tlme. Much work is involved in malutalnxng and trylng to
exoand the organizétion s f;nancxal base. The. work may be well beyond
‘the capabllltles of the executive director -and the volunteer efforts of
the board.” For example, fund-raising letters must be wrltten, files on
con;ributors must be maihtained ahd’updated, and the efforﬁs of all those
inVolved in funderaisiogvmuét’be coordinated so that individual efforts

are not duplicated.

~The BGA's membership files have become fairly elaborate. The mem-
bership,filesiare‘diVided'in;o two basic categories: 'individoal-and
corporate. Two file cards are prepared for each member, listing the

‘name, address, date, and amount of the contribution. The file cards -

1
&

1]

5¢ contain a notation indicating the origin of the membership--if it
was in response to a di:ect mzil solicitation or whether thé'meﬁber haSi
been in contact with a member of the board of directors. One card is
filed alphabetically<as either a cofporation qr’ihdividoal, and the :
iothef is filed under the month in:whioh,the laét contribution‘was‘given.
Cards are‘filed hnder-the'contribution dato»so;that renewal.notioES‘cén,
be sent périodically notifying the members'that‘dueS‘must again be paid.
A month before the annlversary date of the last contrlbutlon, the memher
is sent a personal letter for a renewal of the membershlp A request is
made for an increased contrlbution. If the member does not respond an

addltlonal letter is sent 2 months after the membershlp is dae.

A magor responsxbllity for.- Fund-ralslng lies with the organxzatlon ]
board of directors. Potential directors should be fully awate of their

fund-raising responsibilities before agreeing to serve on the board of .

¥ Y - ‘ e
:Fund raising is a principal responsibility of the BGA Executive Director.
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the‘watchdbg group. ~Many board members are[selectéd-precisely-because'
of their abili:y_ﬁb‘raise funds for the organization, and their enthu=-

siasm for that job.

WheneVef peSSible, a personal approaeh'to fund«réising'shodld'be

" used. For/example; board members- should personally contact friends and
business acquaintances who are likely to be interested in supporting che
work of the watchdog group. Such personal contact has_seemed éo be far

. more effective than sending out letters addressed to "Dea: Friend."

‘The board of difeetors shquldwestablish a fund-raising or member-.
ship committee composed of members'who are‘willing to devote a substan-
tial porticn‘b%ffime'to raising funds for the watchdog group. The di-
“Fectors serving on the committee should identify potential members and
write tw them,ar call on them personally to seek thelr support for the

'organxzatlon.

‘ It is, of course, just as-important to maintain. the organization's
membership as it is to recruit new members. Here ﬁoo, persconal contact
can be crucial. Board members éhQﬁld again write personal notes to those
'organizatipn membefs they know or do business with, and ask them to renew
or increase theif contribution to: the watchdog grcup as those contribu-
tions or membersbip'fees become due. As mentioned earlxer, these‘activ-
1t1es should be conducted systematlcally and should be coordlnated by an

individual whose primary responsxbxelty is fund raxsxng

Foundation Support

“In addition to the regular membership dues,  the watchdog group‘may
want to consider foundarlons as an additional source of funding. How-
ever, foundation support is best used- (and most easily obtained) for

financing Specxal research projects rather than for funﬁing the organiza-

tion's ongOLng programs.'

Perhaps the largest sxngle problem associated with foundation fund-
ing is that 1ts‘term1natlon is certain and generally irrevocable. Unlike
membership dues, foundation support cannot be continued indefinitely.

' Consequently, if the organization cannot increase its support from other . -
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sources to support an actlvity begun with foundatian f;nancxng, that ac-

tlvity must be dlSCOﬂt;ﬂﬂPﬂw' Wo 'é;~;f the. foundatlom,grant paid staff

»ealarles, exuiratlon of the grant can lead ‘to 4 staff member!s loss of
f;employment. Hence, to av01d ‘the demorallzlng dlsruptlon that termlna-
' tion of the grant can ¢ause, there is a need to effectively plan for what

 w11l occur when the grant explres.r

However, fowndatlon support can provxde Vzluable short ~term financ-

1ng for special proJecte or "seed money" for new programs and,‘if used

with suf£1C1ent plannLu,,; owsvthe watchdog group to initiate new and

worthwhiiévprdjects. Organizations that want to pursue £oundatibn sup-

port should consult sources such as the Directory of Foundations to ob-

tain a list of both small and large foundations that have awarded grants
in the areas of education, public affairs, and law and contact those
foundations Alrectly to determlne the apprOprlate procedures to follow

in applylng for a grant.

Supplemental Funding Sourcés

Several other special activities may be used to raise funds (Flanigin,
1977). 'Benefits, auctions, antique and art fairs,-:affles, and book or '
plant sales have all proved to be effective methods to raise short-term

financing It should be recognized"hOWever; that these methods are short-

germ; they should be used to supplement an organxzatxon s income and not

be relled on as the sole basis for the watchdog group's support,

Using Funds Effectmvely

- of experts in banking and. accountlng.

- Effective fxnanclal plannlng is essentLaI for the orderly operation

of the watchdog group and, as Figure 2_made clear,.plannlng is no easy mag-

‘ter. Despite the watchdog group's best effofﬁs, funds simply will not

:come'in;on_a regularkbasis.‘ Some months will‘be'good? cthers bad, and

there may be little predictive value in reviewing the history of the
organization’s fund raising‘bn a month'to-month”basis. Consequently,

the watchdog group should manage its funds W1se1y and seek the adv1ce

%
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While the requirements of financial management will vary with the
amount of the organization's income, a few considerations apply to all
citizens' watch&ogvgroups.~ If it is at all possible, debt should be

avoided (Flénigin, 1977, pp. 181-190), . ‘Once a large debt is incurred,

‘the organization may find that all of its subsequent fund-raising efforts

must be designed merely to pay off what is owed. The citizens' group -

should shop for the best interest notes on its savings accounts and se-
lect. the bank that offers‘the best p:ofessional»banking services;, Money
should be invested wheneﬁer possible, Since funds do come in on an un-
even basis,'the citizens' group may find that dﬁring_a ""'good mqnth"‘funds
can be invested in short-term notes or certificates of depoéit and earn’
additicnal funds for the organization. - Similarly, if the organization

has received a foundation grant that is paid in one or two large checks

annually, a large portion of the grant can probably be invested. The

citizens' group does not need to cover expenses for more than 2 honths

in its checking account, Finally, the organization should receive a pro~--
fessioﬁal audit every year, The group may find an auditing firm to dis-
count or donate its time,. for profesSionaL audits can be quite’expensive.v
The audit will demonstrate to the public that a nedtral professional ob~

server has found the financing to be in order, The organization's fund-

raising efforts will be easier if the public is assured that its financihg

is on a good footing,
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PROGRAMS AND ACTIVITIES OF
A CITIZEN WATCHDOG GROUP

Setting investigative priorities

e To merit the commitment of limited resources, a subject for investigation should be im-
portant — either in terms of number of dollars or degree of abuse — and its investiga-
tion should be within the capacity of the group (which has no power to subpoena wit-
nesses or compel testimony).

o A begmnmg watchdog group should select sub;ects of investigation that are llkExY to
‘lead to a successful outcome within a relatively short txme '

lnvestxgahve pnncxples for watchdog groups
¢ Make no public allegations before the proof is in hand.
e Avoid mvestxgatlons that can be tumed to purely partisan ends

@ Accept anonymous tips, but act only on those that can be ver1f1ed preferably through
public documents. Protect anonymous sources.

e Understand that an investigation is likely to inciude only a few moments of drama
and hundreds of hours of detailed, routine work (such as sorting through thousands of
records of real-estate transactions). -

e Make no public allegations about an official before giving him/her a chance to explain
what appears to be an impropriety. :

e Maintain a high ethical standard in investigations: avoid subterfuge, deneptxon and ar-
tifice (or misrepresentation) if possible; avoid entrapment at all costs.

' Workmg with the news media

e If possible, carry out the investigation in partnership with one of the news medxa, to
assure that the newspaper, television reporter, or radio news staff has a stake in pro-
- viding coverage of the investigation results.

e Select the media partner to fit the needs of the particular investigation, and avoid
building a dependent or long—term relationship with one partner.

‘® Always allow the media partner to break the story; the role of the watchdog group is

then to advance some reform measure that would prevent a recurrence of the sﬂuat:on
that has been exposed.

Legal assistance

. Some source of legal assistance is essential: a local law fxrm may assist on a pro bono
publico” basis, or an attorney may agree to serve on the board of directors, or an in-
house legal staff can be retained, or legal services can be purchased as needed.

® Legal assistance can be used not only to protect the watchdog group by advxsmg when
an action might be illegal, but to attain some of the ends of the group, such as forcing |
_the return of public funds wrongfully appropriated from the public treasury, or.forcing
the release of public documents that hold evidence of wrongdomg (but not to fish for
indications of possible wrongdoing), and to force discontinuance of wrongful practlces '
“or cancellation of contracts wrongly let.

‘e Litigation is expensive in money and time, and should be entered into only when ,
nothmg else will work
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V - PROGRAMS AND ACTIVITIES

Selecting Investigations: How To Establish Priorities

~ Each citizens' watchdog organization must establish its investigative
priorities based on the needs of the community it serves, and on its own
capacity for meeting those needs. What is feasible, as well as what is
needed, are questions that must be asked before the investigator's agende,

is set.

Should the organization focus on political corruption? . The extent
to which politicai corruption is prevalent in any particular community is
sometlmes fairly easy to determzne. Have many officials recently been
convicted for offenses concern;ng their conduct in office? 1Is government
business being conducted in an obvious 1llegal manner’ Are there per=-
sistent rumors alleglng 111ega1 conduct, for example, in the areas of
‘building code enforcement, health inspection, or the awarding of various
licenses? These are, of course, the first questions that might be asked

vin determiningvif political corruption is an appropriateYEQCusvfor the

organization,

'However,.politicel‘corruPtion méy eXist‘without‘being widely known,
Officials engaged in corrupt acts will usually'make'considerable efforts
to conceal their~illegai actiﬁities through the formation of corporate
.entities, partnerships,‘and the like that effectively ehield their corrupﬁ
actlvxtles from public scrutiny. Consequently, cltxzens should also
examine those governmental act1v1t1es that contaln the most llkely oppor-

: tunltles for corruptlon. Are there large tracts of land in the vicinltv
that are belng rapidly developed and require zoning changes and the ex-
"panslon of localvserv1ces, such .as sewer connections, serVLcesifrom util-

ities, or streets? Are there areas of governmental activities in which

officials operate under a broad grant of discretionaryVPOWer; for eXampIe,

‘'where contacts can be let without competitive bidding, or in tax assess-

‘ment policies?
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In determining if corruption is a significant problem, it is useful
to consider the findings of one national commission, which stated

"The greatest single cause of corruption in government opera-

tions is the availability of excessive discretion in decisions

involving significant sums of money. Vague and improperly

stated decision guideliues invite attempts at manlpulation and
fraud ..."

(National,Assoczatlon of Citizens Crime Commissions;

1974, p. 37)
The commission singled out governmental policies such as zoning, licensing,
and tax assessment as areas where corruption is most likely to occur.
This was attributed to the unchecked discretionary power public officials

generally exercise when dealing with matters within those policy arenas.

Official corruption is, of course, only one of several'possible'in-
vestigative foci for citizens' watchdog groups. 1If the organization is
interested in determining whether or not local government spending préc-
'ticeS'arevwasteful, or if the delivery'of social services is inefficient
or ineffective, a preliminary look at those activities should rather
quickly reveal if théy are in need of greater public scrutiny. In deter-
mining if taxpayer funds are Being needlessly wasted;kthe organizétion
often needs only to use its staff to visually survey the area to detef-
mine if city workers are in fact working. Do city workErs-stand around
idly for hours talking or drinking coffee? ‘Are there whole agenciés of
" local governmentbthat apparently serve no useful purpose? (For example,
in 1973, the BGA found that Cook County‘ﬁaintained alRabieé Control De=-
partment at a cost of $327,000 per year,;althbughythere had not been. a
recorded case of rabies due to dogvbites for 19 yéars ) Ifa prellmlnary
examination suggests that manpower is not being used effectively or is
not being supervised adequately, or that whole agencies are maintained
‘at public expense but serve no useful purpose, a mofefthéroughfinvesti-

‘gation is clearly in order.'

The examination of soczal service agencles is generally more prob-
lematxc, but not beyond the reach of most citizens' groups. For example,
nursxng homes and mental health facilltles can be v15ua11y examlned ‘to

determine the adequacy of the physical structures belng used to house
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the elderly or mentally handicapped. It often does not require a great
deal of expertise to deterhihe if health standards or building codes are
being violated, If investigators know what questions to ask, interviews
with elderly patients at a nuréing home can reveal whether regidents are
being provided with inadequate medical attention or are being physically

abused by nursing home personnel

Once an organization determines what governmental éctivities demand
attention, it must then assess its own strengths and weaknesses to detexr-
mine how the resources of the watchdog group can best be allocated. The
skills of the staff and thevfinanéial resources available will, of course,
determine to a large extent what sorts of investigations can be undertaken.
Not every organization will at first have the staff resources to investi-
gate‘a complicated land development scheme involving comélek financial
transactions that could take months to unravel. Each watchdog group ob-
viously must be aware of its limitations and define the scope of its.

activities accordingly.

New organizations should be pértiauiarly careful in selecting those
, investigations mdst likely to be successful. For the newly formed watch~
dog group, it is essential that an early record be developed that indi-
cates that the organization's "research" is accurate, reliable, and fair.
Early successes will clearly go far in solidifying the support of the
organlzatxon s financia1 contrlbutors, in galnlng the respect of ordlnary

citizens, and in instiiling confldence in the staff to ‘expand the scope

of its activities.

A recently formed organization should therefore seriously consider
which investigations are most likely to reveal significant instances of
corruption or mismanagement and can be conducted in the context pf‘the'
new organization's limited experience and financial resources. Such in-
‘vestigatioﬁs might include’the examination.of waste in selected local
‘government agencies, or documenting the existence of vote fraud or other
election law violatioﬁé; Investigating election law violators may're-
quire no more than a brief trainingvofvorganizétion staff ‘and volunteers
in the election law, and a concentratéd effort to police the polling

places on election day.
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There are several other types of investigations which are slightly
more complex, but cah be conducted by a new organization With substantial
results. For example, many local govermmental units engage in bankihg
practices that waste tax dollars and often involve serious conflicts of
interest. It is not uncommon for local officials to deposit millions of
dollars of public funds in the interest-free accounté of local banks.
The interest-free funds, of course, provide the banks with large profits
while the local government making the deposit receives nothing in returﬁ.
The practice is sometimes the result of insufficient knowledge of banking
prac' ‘ces and 1oca1'money markets by the responsible local officials. But
often the practice may be motivated by more self;serving considerations,
as ﬁhen deposits are made in banks that offer discounted stock to the
officials making the deposit. In 1972, the BGA and newspaper reporters
from Chicago Today revealed that $30 million in County funds were placed

in the interest-free accounts of banks in which several Cook County
officials and other local politicians owned stock. The funcs had been
deposited in the politically connected banks by the County Treasurer and

the clerk of the circuit court.

- There was, of course, no feasonéble jﬁstification for the practice
of allowing millions of dollars in public funds tp sit idle, earning no
interest for the taxpayers of Cook County. As a result of the disclosures;
several politicians disposed of their bank stock to avoid conflict of
interest allegations and the governmental units involved began to invest
their funds in interest~bearing accounts. The local publié prosecutof
filed an unsuccessful suit against the 33 banks involved in an attembt

to recover the interest the taxpayers had lost.

‘The investigation did not require a sophisticated understanding of
'banking practices; the necessary information was acquired almost solely

from discussions with 1oca1 government offxcxals and examination of

publlc documents,

On the other hand, a new watchdog organization should avoxd spending
a great deal of tlme checklng allegatlons that cannot be successfully

proved, nor should 1t_becqme involved in issues more appropriate to the:
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realm of partisan‘poiitics. For instance, allegations that ad official
has received a cash payoff in exchange for some official favor are gen-
erally beyond the ability of an organlzatlon thhout law enforcement
powers to either prove or disprove. Usually, one party makes the allega-
‘tion and the other denies it; who is telllng the truth? In the absence
of a grand jury proceeding and subpoena powers, it is unlikely that any

‘ reliable method can be found for determining where the truth lies. Lie

detector tests are far from foolproof-and are generally not admlssible as’
evidence in a court of law.

Likewise, matters best left to the politicel arena should be avoided;
The watehdogiorganization is more effective when its findings are viewed
" as impartial and nonpartisan, Consequently, issues such as whether mere
or less money should be spent on education or health or whether more or
less public housing should be built are usually not matters w1th whlch

the watchdog ‘organization should be concerned,

Investigative Processes

The processee that are actually used to unceﬁer waste;_inefficiency,
~and corruption in government and to,release‘investigative findings to the
public-ere central to the meaSure of profeseionalism achieved by the
watchdog organizafion. The'processes should be‘designed to ensure that
the organlzatlon ] flndlngs w111 be accurate, objective, and presented
in a fair manner. Under no c1rcumstances should lnvestlgatlons be used
to reward friends or punish enemies, and they should never be slanted for
" or against a political party. The result of such blas can only, in the
long run; destroy the cfedibility of the organizatioh,and.damage othef
‘attempts to enhance the integrity of governmental institﬁtions.
‘Investigations that explore the integrity‘of patticular officiéls
“and that can result -in allegations of serlous offenses such as politlcal
corruptlon obv1ously carry w1th them an enormous potential for- abuse..
It‘Ls,extremely important then_that the watchdog organlzation establishi
' firm guidelines for,hew‘inveétigative decisions are to be made;'tp'ensure

“that the principale of an investigation are treated feirly (see Appendix
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'B). Furthermore, internal checks must be built in to_minimizé the pos-

sibility of error. Such procedures are time-consuming and sometimes in-

convenient, but the stakes are high. Mistakes can result in causing
substantial ham to an official who is erfoneously accusedﬁof'wrongdoing
and considerable embarrassmeht to the ofganization,forced to retract a.
statemehf or offer a pubiic apologyv A series of such mlstakes will

surely spell the demise of any c1tlzens' watchdog group.

Checks established to ensure the accuracy of investigative findings
can be both internal and external. The primary source of the external‘

checks is the organization's board of directors, or one of its committees’

“that can review'inVestigative findings before they have been released to

the public. Since the board members have not participated in the actual
nvestigative process, -they can llsten to a staff presentatlon of the

findings as disinterested citizens, demanding that facts be checked and

. rechecked‘and that conclusions drawn from the inVestigation be fuily

supported by the facts'disclosed;

However, since boardfmembers can never be as fully informed con-
cerning the facts uncovered hy ah investigation as the staff itself and,
because directors cannot usually devote large amounts of time to the de-
talled consideration of lnd1v1dual 1nvestlgatlons, the most meorcant
checks on the investigative process are lnternal. ‘Regardless of how the

staff has been organized-(for'example, whether there is a chief'investi-

'gator 1n charge of supervising the work of others or whether several in-

vestigators have the respon51b111ty for pursuing their own progects ‘more

.or less autonomously), it is important to provide a mechanism through

’whxch the entlre staff can review each investigation. This can be done

simply by holding staff meetlngs on a routine basis at which on-goxng »
investigatxons can be reviewed. Such a collectxve examinatlon of each ‘
investlgatlon 1s, of course, more 11kely to ‘disclose errors and prov1de

helpful'advice thanvwould be othefwiseISOrthcoming; But most 1mportant1y,

it is essential that eacb lnvestmgatlon be reviewed by persons who have

not worked on the progec:,on,a day-to-day basis and do not have a per-

sonal stake in the investigation's outcome. There is a need for a neu-

tral voice that can authoritatively state that a particular line of
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inquiry-ie not likely tobbe fruitful and shOuld be dropped* or that the
- facts so far uncovered simply are not strong enough to support a conclu-

sion that a publlc offlclal has been 1nvolved in wrongdolng.'

It is also eesentlal, to ensure both accuracy and~falrness, that the
pr1nc1pals of each 1nvest1gatlon are 1nterv1ewed and offered theboppor-
“tunity to explain or rebut any findings before the watchdog organxzatxon
issues a‘public statement. FOr'example,‘serlous mistakes can be av01ded
gimply by asklng a public off1c1a1 to’ explaln his financial anolvements
when the watchdog organlzatzon is LnVestlgatlng an apparent conflict of
interest. Unfortunately, not all officials will agree to be 1nterv1ewed.
In such cases,_there is often no alternative to simply offerlng them the
opportunity to tell their side of the ‘story, and if they refuse to do so,
-to present the facts and Shlft the burden to the public official to ex-

plain what may appear to be flnanclal lmproprletles.

 When investigatlons are conducte& JOLntly w1th the news media,vin-
dividual reporters, their editors, and perhaps their'attorneYs’also’pro?
vide valuable checks on the 1nvest1gat1ve process, since the agreement
of even more people lS ‘thereby requlred before a consensus can be reached
~ooncern1ng _the strength of an 1nvest1gat1ve progect. of course, the pro-
cess of 1nvolv1ng more and more people in the decxsxon-makxng process
becomes counterproouetlve at some point, and if too many people become

involved the result is chaos.

Moreover, if the inVestigation is being_oonducted'as an'"eXposé,",i
a. certain degree of secrecy ie required. The reasons for secrecy are ‘
'two fold. First,‘becauSe some Segment of the news media is_inVQLVed in]
the 1nvest1gatlon,;there will always be aiooncern that the story will be
“scooped" by a competltor ‘and thus will no longer be exclu51ve to those
who may have worked on it for many months. Second secrecy may prevent

’offlclals from conceallng lnformetlon from xnvestlgators ’,Documents can

’,be altE&@d destroyed Qr conveneentlv ggsyoee;i“‘an ef?o t‘to 1nterrupc

t’)c\

‘the research lf the“prec1se nature of the Lnformatlon sought 1is known.

To summarlze, there is a need to Lnstltutxonallze a system of checks

on the 1nvest1gat1ve process to ensure ‘that all of the necessary ‘ground-

' work,hasibeen laid before Lnformatlon 1a-released to the public, . Persons
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- who have not been involved in the day-to-day investigative process should

participate in candldly assessing the strengths and weaknesses of each

pto]ect before -any public statements are made.

The Mechanics ofitherlnvestigative Process

Watergate focused the public's attention, perhaps for the first

time, on the mechanics of the investigative process.' The popular image

- of predawn meetings between anestlgative reporters and their sources

in secluded underground garages has become a national legend. Such meet-
ings do occut, but they hardly constitute a major portion of the investi-
gative process.  For the most part; the types of investigations dicussed
here are tedious, time-consuming undertakings that rely mainly on the

analysis of public documents and a seemingly eﬁdless stream of on-the-

" record discussions.with public officials, ' For example, in the BGA in-~

vestigation of The Combine, discussed in Section VI,_dezens of hours werei
spent by researehers‘in the CookVCouﬁty Recorder's Office scrutinizing
real estate documents. Information or "tips" from news SOutces often pro-
vide crucial information; to be sure, and several important BGAbinvestiga-
tions could not have been conducted without them; Nevertheless, even wheﬁ
information from anonymous'sourceS"is‘fotthcoming, every effort is‘made to

Verify the information tﬁreugh public dqcuments.

Even though the citizens"watchdog brganization should try not to
rely on anonymous tips as the sole source of information, such tips can.

be ihvaluable in developing invastigative leads. As the reputatxon of

the watchdog greup evolves, it can expect to recexve Lnformatlon from.
private cxtlzens reportxng on thexr ‘own observations of the performance
~of various officials or agencmes. -0f course, much of this informatlon,

: (indeed' perhaps most of'it)'will not be of velue,'for it often centains

‘nothlng more than malicious gossxp and even deliberate talsehoods that

are part of some personal vendetta the citizen is conductlng against an

'offxclal.qr government employee._ Frequently, however, private citizens

will telephore the orgaeization or visit it personally to offer informa-

’tiQn that may be valuable, For example, the "tip" might be that the in-

former's neighbor is a government employee, but also holds a second job
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_ where he spends most of his time. The situation, while inconsequential
when considered alcna; may be part of a pattern of patronage abuse, which
the watchdog group can systematically investigate and fully document by

examinlng public payroll records

Another meortant source of information concerning governmental

 performance is goverment. offlclals and employees themselves.v Many of-

ficials and employeea,?whlle not willing to be identified as the SOGrce
of the information for. fear their jobs will be jedpardized, are willing
to provide valuable infbrmation about government operations if anonymity
is assured, Their information should usually not be used alone as the

basxs for a major anestlgatlve finding, if not confirmed by others who

are wzlllngvto be publicly identified or by public documents. But such
anbnymous sources often.pdssess valuable exper;ise'that can‘ald investi-
gators-in interpreting documents or7e2pléiningKCGmplex administrative

procedures and should become an essential part of the organization's in-

formation network.

A méjor source of information is the néwé;media. Experiénced in~
vestigative reporters will generally‘héve access to sources both within
and~butéide.ofvgoverhmEnr. Wheh‘a projectris being conducted jointly ‘
with a news organizafibn, the reporter and. the watchdog group should

freely exchange the 1nformatlon thev acqu1re. e o if

‘ The free exchange of lnformatlon, however, need not necessarily -
include the full dlsclosure of each other's sources.» Indeed ‘there are o ‘
several reasons why a mutual dls¢1osure of sources should not be made. | . RS
Most important, 5uch_dlsclosure may v1olate an agreement~e1ther party |
has with his source who wants to remain completely anonymous to all but
the person to whcm he has spoken. Addltlonally, since there is no gen-

erally recognized "newsman's privilege,' reporters as well as other cit-
izens ‘may be requxred to testify in a Jud1c1al proceedlng concerning the

source of their information. 'If the 1nvest1gators ‘from the watchdog

o organlzatxon cannot 1dent1fy thexr colleagues' _sources, ‘they obv1ously

' cannot be placed in the embarrassxng»pos1thn»of belng compelled;;o
- testify and reveal those sources;‘ It-should be nOcéd:thét,rhe issue of -

~ privilege does not really seem to merit much concern for the citizens'
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watchdog group, In 50 years, there have been no occasions in which BGA
-investigators have been compelled by a grand jury to reveal sources who
wished to remain anonymous.

i

.The Use of Subterfuge

‘One 6£ the most delicate issues a citizens' watchdog group faces:
is under what conditions the use of subterfuge to obtain infprmation is
desirable or'ethicelly aceeptable.' Certainly, in most circumstances it
is not necessary for investigators seeking information from government

agencies to assume a false identity or otherwise misrepresent themselves.

While Chicago'é late Mayor Richard Daley was often quoted as saying that
. BGA imVestigators "peek through keyholes and over transoms,' in fact the

research efforts of a citizens' organization will rarely, if ever, use

SGrrept’“‘ = stlgatxve methods. Since the organization will rely
for the most part on publlc records, a straightforward request to an
"agency'in one's own name or in the name of the organization-seems the

most appropriate way to communicate with any government employee.

There mayvbe times, however, when mere disclosure of the watchdog
'organization's‘ihterest in a matter would'render,:he investigation im-
possible. In such cases, some form of subterfuge may be-necessary.

: Usually such s1tuatzons can be handled without employing outrlght fabri-
cations. For example, if there is good reason to belleve local govern-

- ment officials or employees will alter or destroy records once they know
of the watchdog group's intereet,-the records can be réqueéted in the

- pame of a personbwho will examine the dqcumenté.‘ That.persen's connec=
tion with thevwatchdog organization need not be revealed. 1f local-law
or agency practice calls for the. disclosure of the purpose for examining
a particular document ~general explanations such as "researvh” may suf-

.ficiently fulflll the requ1remenc

- The more defiqult question involves the direct use of artifice or -
'miSrepreseﬁtatidn to expose governmenﬁ wrongdoing (Carmody, 1978), For ex=
ample, in the BGA-CBS/oO MLnuCes expose of Medxca;d fraud in Illinois (re~
»ferred to in Section VI), BGA anestlgators posed as agents for a Medxcaxd

clxnxc_that was.soon‘tp 0pen. 0f course, the clinic itself did not exist.
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‘The BGA‘rented a scorefront office forvthe purpose of inviting representa-
“tives from nearby med1031 laboratories to come and discuss possxble buSL-

ness relatlonsths

Spokesmen for the medical labs entered the BGA storefront offlce
Where they offered BGA investigators illegal kickbacks to obtain refer-
rals fron‘;he clinic. As the offers were being nade,'a CBS /60 Minutes
camera crew secretly filmed the conversations; Before the representa-
tivee'from the medical lab e teft the storefront, they were confronted
by Mike Wallace of CBS and told that their conversations had been filmed
Since Illinois. law prohibits the secret recording of conversatlons, no
tape could be made of the actual words spoken by the agents of the medl-

cal labs ~ Only one 31de of the conVersatlon ‘was recorded--the voices of

:the BGA investigators.. However, a BGA stenographer took shorthand notes
of all that was said. '

" Clearly, a persuasxve documentatlon of fraud on the part of vendors»
doxng business in the state Medicaid program could not have been success-
fully undertaken thhout some form of subterfuge or undercover work. The

BGA has taken the position that if some form of deception is absolutely
necessary to expose a serlous and harmful governmental practzce, and if
the use of subterfuge is clearly legal and is later publlcly and candldly
acknowledged, ‘it may be appropriately used. In no waybshould this be |
taken ae a generalvendorsemen: of the principle that the ends justify

the means. It is essential that a watchdog organlzatlon at all times

not only conform to the law but also respect the rlghts of every person
who may be touched by its act1v1t1es. If thete 1s any question whatso~
'ever‘of the legallty of any pro;ect, the organization should seek legal
counsel The organlzatlon should also consult with law enforcement offi=~
~cials to clarlfy any uncertalnty regardzng the lawfulness of any of 1:s

prOJects

As a part of the "Mirage" exposa carried out by the BGA and the
Chicago Sun-TLmes (see Appendlx C), the BGA and the newspaper hecame the

owners and operators of a tavern on: Chicago' s near north sxde in an ef-

fort to document payoffs to local and state government Lnspectors. The
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artifice employed in the undertaking'has generated considerable discussion
of journmalistic ethics, The consensus among newspaper editors seems to be
that such tactics should be used only when no other method could succeed

in exposing serious wrongdoing.

The Watchdog Organization's Relationship with the News Media

The effectiveness of BGA as a watchdeg group is undoubtedly due in
large measurekto'the unique relationship the organization has developed
with the local news media. The BGA works jointly with the news media--
_newspapers, radio, and television-~on its investigative projects to en-
sure that anestlgatlve findings receive widespread coverage and generate
citizen support for needed_reform. One journalist recently described the
relationship as providing 'for the marriage of manpower and talent, In
most instances, it doubles the firepower news organizations can concen=-
trate on any investigation" (Greén, 1977). Certainly many of the BGA's
recent investigations, such as those focusing on complicated real estate
transactions, would have been‘much more difficult for either the BGA or.
the news media to conduct in the absence of this tandeﬁ investigative

approach,

Many civic organizations do not find the BGA's investigative, medii-
oriented style congenial, Instead they prefer to take their fimdingé-to
the public officials dlrectly in the hope that the civic group and the
officials can sit dowrt together and establish an agenda for reform,
shielded from the intrusive and distractlng glare of publzc scrutiny.

The BGA has rejected this approach for several reasons. First, the or-
ganization's experience shows that officiels are unlikely to enact long-
~lasting reform measures in the absence of widespread public pressure to
do so. All too often, the process in which civic'Ieaders.and dfficials
sit down quietly together to "work things out' leads at best to minot
changes and allows the old patterns of abuse to retutn at any time. This
is undoubtedly because there has been no publﬁc acknowledgment that any
pro%lem exists. But most important, the BGA is commltted to the.prin-
ciple that government must be made accountable to all citizens. ‘Only

publxc exposure of government malfeasance, not secret meetings behind
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clesed doors, will aid citizens in understanding how public funds are e

being spent and how government activities are being performed.

The BGA's association with the news media has developed over a long
period of time and is quite informél. Investigative projécts may be
suggested by the news media or the watchdog group. Once an agreementb
is reached that an investigation should be undertaken, the two groups
generally work closely together at every stage of the project, sharing

information and jointly planning the steps to be taken.

The BGA attempts to work with the area's new organizations on a
rotating basis so that éll of the loéal news organizations who are com-
peting against one another for investigative news stories share in the
BGA's resources. In return, of course, the watchdog group benefits from
its wide exposure to the journalistic talent available throughout all

segments of the news media and is not forced to rely on any one news-

. paper or television station which may later alter its news policy, de-

emphasizing investigative news stories.

When the BGA works with the news media on a project, the investiga-
tive findings'are considered'the exclusi&e property of the participating
néWS organization until released to the public. 4F0r example, when work-
ing withva newspaper, the BGA will not issue any press releases or make
a public statement concerning the investigation until the first story
has appeared. At that point, the wétchdog group will usually hold a
press conference providing a more detailed background to the investiga-
tion that has’appeared in thevhewspaper articles, releasing any relevant
documents that supporﬁ the investigaticn's findings, and perhaps making
recommendations concerning needed reform. ‘his proéedure allows the
other news organizations to pick up the story and dévelop thei} own news

leads if they believe .the investigation is worth pursuing independently; !

" When a project is initiated by the watchdog group, there are several
considerations that should be made before determining whether a news-
paper, a télevision station, or a radio station should bz asked to par-
ticipate iﬁ the project. The skills needed. to conduct therinVestigatiwn,

as well as the interests and available time of local joucnalists, are
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factors that should be considered. Also, some investigations clearly

are better suited for coverage by particular news media. While compli-
cated finmancial schemes,'which may form the basis of a story concerning
an official who illegally profited from his office, are often difficult
to explain in a lengthy newspaper artiéle, they are even more difficult
to present éuccinctly in a one and one-half minute time slot om a local
television station's evening news program. On the other hand, investi-
gations that involve a less complex set of facts and better visual ef-

fects, such as interviews with public officials or film of hearings held
by a government agency, might best be ccnduéted with a television news

program.,

After the watchdog group becomes established, it should also con-
sider othef possible television formats, such as documentaries made
jointly with either local,commercial TV stations or a local affiliate.
of the Public Broadcasting System (PBS). Such documentaries could ex-
plore in much greater detail the operations of a government agency or
specific problems that affect a wide range of government programé, like

the need for better conflict-of-interest regulation.

There is, of course, an alternative to this joint investigative
approach. The watchdog group could simply conduct its own investigation
and release its findings to the public at a news conference whére the
news media would have access to the findings on an equal basis. The BGA
has opted for the joint-investigative approach simply because it is the
only course aséuring that at least one news orgapization--the one par-
ticipating in the investigation-- will display the story prominently.
The question of how any investigative story will be displayed by a news
organization is contingent on mény factors. It ultimately dependé, of
courée, on how newspaper editors or managers of local television stations
view the ''mewsworthiness" of the investigative findings. If the facts
the investigation reveals are not viewed as important enough to merit
prominent display as news, no news organization, including the one that
has participated'in_the investigation, will give the story prominent |
coverage. Additionally, the day's news events can always push even a

strong investigative story off of the front page. Nevertheless, since
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the judgment of news editors involves a great deal of discretion, it
seems much more likely that a newspaper or a radio or teleévision station
that had committed manpower and financial resources to an investigative

project will provide the coverage the watchdog group needs,

The relationship of BGA with the news media developed in the con-
text of a highly competitive newspaper town. Chicago's major newspapers
have a long history of vigorous investigagive reporting, and éompetitiOn
is fierce for the journalistic rewards that a strong investigative news
story can bring. Since the same‘competitive situation will.obéiously
not prevail in evefy community, citizens establishing a watchdog gfoup
may have to ;ousider alternatives to the model described here. For
example, in smaller cities it is nbt uncommon for one small group of
people, or even one family, to control access to the local media, which
may consist of only one newspaper. In such cases, the financial inter-
ests that control access to the local news media market may not be re-
ceptive to investigative projects that threaten the status quo, or they
may simply be reluctant to develbp a novel relationship with a group
that does not yet have a record of reliability or suécess. However, if
a local monopoly does block access to ﬂews outlets in the c¢community,

the citizens' watchdog group can still look to other major cities within

the region. Larger, nearby cities may have news organizations that dis-

seminate news throughout the region, and those news organizations might

well be interested 1in developihg relationships with community groups.

‘For example, most areas of downstate Illinoils are served not only by a

local newspaper but also by the Chicago and St. Louis news media. Citi-
zens' groups as far from Chicago as South Bend (approximately 75 miles)
could attempt to form cooperative relatibnships-with the suburban de-
partments of Chicago's majorvnewspépers'if the local paper is unrespon-

sive to efforts to undertake joint projects.

In addition tdvlooking for major regional news outlets, the citi=

zens' watchdog group might also contact news service organizations such.

as the Associated Press (AP) and United Press International (UPI) to

‘generate interest in launching cooperative investigations. The news:

service organizations might be especially helpful in investigations that
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focus on rural communities and encompass a large geographical area.
This approach was successfully used by the BGA in 1973, when BGA investi-
gators worked with Associated Press reporters in uncbvering an extensive
system of kickbacks thét involved local government officials in 56 of
Illinois' 102 counties. The BGA investigation revealed that chemical
company salesmen, who sold items such as weed killer, ice-mel: pellets,
and aerosol insect spray, offered substantial kickbacks or "premiums' to
officials who agreed to purchase the‘goods. Because the geographical
area far exceeded the market of any Illinpis' downstate local newspapers
and because the area covered was sometimes far from any major metropol-
itan center, the BGA sought the help of AP, which services local news-

papers throughout the state.

In summary, the BGA's symbiotic relatiomship to the news media has
made the organization unique among the nation's civic groups, By regu-
larly being able to present investigative findings td the general public
through dramatic media disclosures, the BGA has entanced its survival ca-
pacity by staying in the public limelight. More important, the organiza-
tion has demonstrated that when citizens, angered'bykpublic revelations
of official misconduct, express a demand for change governmentai reform
often results. A citizens' watchdog group should seriously consider this

cooperative approach to media relations,

Public Education: Generating Citizen Support for Reform

The efforts of the watchdog organization need not end with the &is—
closure of cbrruptioh or government waste. Ifbinvestigations reveal
serious problems in the governhental process, recommendations should be
made to deal with them. The recommendations might range from demands
that a corrupt official be temoved from office to more far reaching sug-
gestions advocating Structural changes in the management of certain
governmentai agencies. But all recommendatlons should be firmly Just1~
fied by the watchdog organization's research; All reform proposals
should be able .to withstand a cost benefit analySLS and they. should be

admlnlstratlvely feasible.
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This definitely does not mean that the watchdog group should pre-~
tend it has expertise it does not in fact have.  Clearly, it would be
presumptuous, to‘say the least, for most citizens' organizations to draft
a proposal after;a few months' work outlining in detail how a major state
agency should be reorganized. - Nevertheless, specific reforms might be |

clearly indicated from the facts an investigation has revealed.

For example, if the organization has found that a public official
has profited from his office, the watchdog group might point to the need
for a financial disclosure law or recommend ways to increase the effec~
tiveness of any existing regulations. If a regulatory agency has‘becbme
the captive of the véry groups it is supposed to regulate, the watchdog
group might recommend pfocedures that would delimit‘the discretion the
regulatory officials exercise, or propose changes in the enabling stat-.
ute, which ecreated the agency in the first pléce. Other administrative
reforms that might be considered include sunset laws, which set an ex-
piration date for govermmental agencies and programs. - Sunset laws are
designed to ensure that selective governmental programs will undergo a

periodic reappraisal to increase their accountability. Should more pub-

lic members be added to the board of an agency or commission? Should a
legislative m"ndate‘be rewritten? -Should a program be terminated alto-
gether‘because it no longer serves a useful purpose? Sunset laws force
legislators to seek answers to these questions, which all too often are
never asked. In 1976 every state at least conSideredbsome form of sunset

legislation and ten states have enacted such measures.

Similarly, legislation requiring access to information and open
meetings, lobbyist disclosure, and campaign finance regulation are mea-
sures that watchdog groups might consider as proposals for reform. These
reforms are generally aiméd at increasing information about, and expandihg | v,ﬁ
public participatiOn in, the govetnmental'process. They are therefore |
consistent with the goals'bf the-watchdog group, and if enacted they

can also make the job of monitoring government much mo;e_manageable.

When investigations reveal the need for remedial measures, recom-
mendations for reform should be made at the time when the investigative

findings are released. (See the model "white paper” in Appendix C.)
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This proceduré emphasizes. that such reform will aid in preventing the
sorts of abuses tﬁe inﬁestigacion has disclosed. Furthermore, joining
the proposals for reform with investigative findings documenting known,
obvious abuses in .the exercise of governmental power, may increase public

~pressure on officials to respond to the call for reform,

While formal press conferences can be of central importance in in-
fofming'and educating the public, the watchdog group is by no means con-
fined to this format for bringing its message to the public. The group's
executive director, and when appropriate other members of the staff or
board»of directors, ,should make every effort to appear before public and
private gatherings to outline investigative findings, and explain and
promote the organization's goals. The executive director, investigators,
and staff lawyers of BGAbhave spoken before community groups and to col-
lege audiences, participated in workshops, and ‘appeared on local tele-
vision and radio programs. These appeérances provide - the watchdog group
with indispensable opportunities to increase public awareness of the

governmental institutions that shape our lives.

The BGA has also frequently been asked to testify before public
hearings to explain the findings of an investigation to a group of state
législators or other officials. The organization has used such oppor-
tunities to urge the enactment of campaign finance and financial dis-
closure reform. However, because of the BCA's tax~exempt status, the

"organizétion rarely endorsesvany particuiar piece of legislation, nor
does it engage in direct ?obbying activities. When testifying, BGA
spokesmen will simply testify to the facts an investigation has dis-
closed, discuss the problems these facts pfésent for government per~
formance, and indicate what general principles the organization believes

ought;to“bevincluded in any reform legislation.

The BGA has also experimented with other methods of increasing pub-~
lic awareness of goVernﬁen;al pfoblems. Froﬁ'1974 and through mid-1976,
the BGA, in conjunction with Loyola Uﬁiversity, spoﬁsored a series of
sympasia focusing broadly on "Ethics in Government.' The discussions
brought together journalists, academics, and public officials from across

the nation to share their views on various aspects of official corruption
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and attempts to combat it. The symposia were televised by Chicago's

Public Television station.

Legal Counsel and Litigation

The watchdog group should have access to legal coﬁnsel‘for advice
concerning legal problems that the group will face as an organization;
for example, questions concerning libel or Internal Revenue Service rul~
ings regarding nonprofit corporations and also for routine investigative :
assistance. Since investigations frequently involve questions of the
statutory bbligatiens and rights of public officials and government
agencies, the correct interpretation of a statute, an ordinance or an

agency regulation can be crucial to the outcome of an investigation.

This does not mean that the organization ﬁust employ a full-timé-”
legal counsel--an undertaking that may pfove too costly for the recently
formed watchdog group. Instead, the organization might look for legal
advice from sympathetic law firms who are willing to contribute some time
“on a "pro bono publico" bééis, or from attorneys on-the'boafd qf,difec-
tors (or the staff). Legal work is, to be,suré; costly, time-consuming,
~and complicated. Thus, if the watchdog group does consider esfablishing
‘a legal component .as part of théir program, they should first make a
-realistic assessment of the resources required for the law program's

success.

Lawyers' salaries, rent, at least a émall law libfary; court fees,
and secretarial support are major financiai requirements in any public
interest law prégram.» Additionally, the watchdog organization must. be
sure to consider other overhead costs. Lawyers generate a substantial
" amount of paperwork, so that copying equipment aﬁd'office‘supplies wil}

increase the organization's cost of doing business. -

If the watchdog group finds that it can supportma'legalyprogtam,
either through its regular budget or independent foundation funding, it
may well find the in&estment worthwhile, The legal program, in»addition-i
to its'role;as in-house éounsel for the investigétive ;taff;_can"often”
provide the citizens' organization with alternative'wayé of gaining thé’;

desired end,.
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For example, as the BGA suit challenging governmental surveillance
practicés_suggests, lawsuits not‘only-séek tovproﬁide a remedybfor known
governméntal abuses but can serve an‘exposé function as well, A suit
éhallenging the government's uniawful gonduct'can produce new -information
concerﬁing governmental operations that could have a significant effect

on public opinion,

Certainly that has beeh the case with the BGA's litigatiOn‘against
Chicago's Police Department.'iinformétion received by the plaintiffs’
1awyers since the suit has commenced has provided wholly new documenta-
tion that the city's surveillance practices were directed by Chicago's
late mayof and that political opponents ofvthe’ma&or were the chief tar-=
geﬁs. This revelation might never have reached the public‘with§ut‘com-
| pulsory legal progesses that forced the City of Chicago to release the
y:’ ~ relevant documents, Such disclosures seem to have genefated public
‘ support for ending'pbiitically motivated surveillance operations and

implementing fundamental reform in police procedures.

In some circumstances, filing a lawsuit may be the only way to ob-

tain information regarding government operations. For example, a gov-

‘ernment official may possess certain records or documents that are not_:
available to the public through a local or state access-to-information
statute, yet access to these documents might be necessary in ogrder to
-establish governmental wrongdoing. Consequently, only by instituting
legal_proceedings-and obtaining the documents through the court's power
to order the production of records will the public ever have the chance

to scrutinize the government's conduct.

Clearly this does not mean that the courts can be used by lawyers
or organizations’to fish for information. that might or might not reveal
governmental'misconduct However, it does mean that legal action can,‘
be used to examlne records that would otherwmse be unavailable for public

*1nspect10n.

In addition to counseling and exposé functlons, the legal program’
also provides. the citizens' organization with a follow-through capability

that strengthens the group ] credmblllty. Investigations that find a
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public official to have misappropriated taxpayer funds, for exémple, can-
be foilowed‘by a suit forcing the‘official'to restore the funds to the
public‘treasury. Or, if the orgénization—has disclosed that a. govern-
mental body has illegally awarded a contract to a politically favored
firm, legal action might be taken to reséind the contract. The capacity
- to undertake this kind of litigatidn ensures that ihvestigative findings
will not simply be ignored. Public officials will be put on notice that
: if they,dd not act tovremédy the abuses that have'been disclosed, someone

else will.

Legél expertise is valuable not only in litigation but also in ap-
pearing before administrative bodies. While it mdy not be essential
ythaf a lawyer appear at administrativé proceedings when a goVernmental
regulation is challenged or a complaint filéd; a knowledge of legal |

procedure can be extremely helpful.
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g ‘INVESTIGATIO_NS FOR A CITIZEN WATCHDOG GROUP

Personal va. institutional corruptmn

® Personal corruption is more easily understood by the public than mstxtutmnal corruption
and therefore is easier to respond to (remove the person). :

o Institutional corruption is more difficult to combat. Public officials may be unresponswe to
methods to weed out such corruption. They may claim that if only one bad apple is found,
and it has been removed, the rest of the barrel holds only sound apples.

e The watchdog group must decide if it should encourage a fundamental restructuring of an
agency or program, or merely attempt to insert safeguards in the existing process.

e Different targets require different approaches. The watchdog group should - select both
targets and apptoaches with care.

Inveskiganmg personal corruption

* e With enough digging, it is possible to dccument laundered payments, holdings in secret
land trusts, and ownership of dummy corporations, but in order to sift through hundreds of
public records it may be necessary to recruit a number of volunteers,

o Investigations can reinforce each other; material uncovered in an investigation of an in-
dividual can point to poor institutional practices, and the converse.

lnvesti;gatmg institutional corruption
¢ A detailed analysis of campaign contributions can provxde valuable information.

e Computers can make many hundred detailed comparisons that can reveal patterns of cor-
ruption or abuse (however, putting data into computer-readable form can be extremely
© costly).

¢ Contacting former employees, clients, or contracts no longer in a position to be forced to be
' quiet may provide information that cannot only be used in the investigation, but in indica-
ting to subsequent prosecutors where to look for possible witnesses.

"o Covert techniques, such as using hidden television cameras to record transactions or events,
introducing an undercover investigator into the institution as an employee, or setting up a
dummy unit to do business with the agency or group suspected of corruption should not be
employed- without concurrence of counsel. Even if the group’s counsel concurs that the
covert technique can be done legally, it is better left to a law enforcement agency or to some
other group with more experience in such techmques

Investigating the city budget

¢ Because of tight budget schedules and: the dlffxculty of making any effective changes when
~ thebudget reaches the public hearing stage, the group is likely to have to make its charges of
~ waste and inefficiency after the budget has been adopted. This implies a need to suggest
specific budget reforms with sound supporting documentatmn in order to force changes in
fiscal policies.

o Because a budget is a hxghly complex document that may have thousands of line items, it
can best be approached with some idea of what to look for in terms of waste and inefficien-
cy. Citizen petceptions and observations of waste and inefficiency can be clues to what ser-
vices to look at, and comparison figures from other cities with the same demographic and

size characteristics can indicate what costs in those services might be out of line.

Persisting in mveseigahom

® To avoid. bemg stonewalled in an mvestlgatxon, the group can seek the support of other
organizations in the effort to obtain information.

‘® When real evidence has been amassed that cannot be explamed away but the agency has
refused to admit the possibility of wrongdoing, Imgahon may be used to force dxsclosure of
documents that have been withheld. '

» When an mvestxgatxon has been stonewalled from one direction, it 1 may be possible to get
the information another way. For example, Federal support can be obtained if a civil rights
violation can be shown, or some violation of a Federal regulation affecting Federal funds.
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VI PROFILES IN GOVERNMENT MONITORING

‘Introduction

The six case histories that appear below represent the broad range
 of investigations the Better Government Association has worked on in re=
cent years, Problems such as conflicts of interest, fraud in the delivery

of social services, and abuses in the exercise of the government's regula-

tory authority and police powers all have been the subject of BGA scfutiny.

These problems, and the BGA's efforts to disclose and ameliorate them, are

selected to illustrate how a citizens' organization can monitor the opera-
tions of local and state government and expose misconduct that chreatens

the integrity of the governmental process.

In large measure, BGA investigations have focused on public offxcxals
and governmental operations in Chicago and its surrounding metropolitan
‘area, Consequently, big city politics and the public and private insti-
tutions that thrive in the modern megalopolis have shaped many of the
particular facts that comprise the illustratibns‘that follow, For ex-
ample, it is difficult to imagine a career_such as that of one former
alderman outside of & big city like Chicago, particularly its machine-
dominated 315t>Ward k Moreover, the former Alderman s use of- secret land
trusts to 'shield his illegal reel estate transactlons from public scrutlny
could oceur in few places outsxde of Illinois, for secret land trusts are
a device recognized by very few states. Certainly the BGA~ CBS/60 Minutes

'dxsclosure of massive fraud in Illinois' Medicaid program exposed a

special problem that is magnified in the nation's large industrial stétes.v

The Medicaid mills that have proliferated in recent years amid the slums
of Chicago's south and west sides are clearly an urban phenomenon, The
: illegal-kickbacks to medical clinic operators from-laboraﬁories for  ‘
Medicaid business can obviously most easily go undetected where'the
volume of Medlcazd busxness is hlgh ‘and where the state welfare depart-

»ment s investigative unit is overworked and understaffed,
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- Yet, euch ihstances_of‘abuse of oower and fraud unCovered by the BGA
" are not confined to oommunities of a particular size, nor are they inex-
‘tricably related to ohiqge political arrangements, BGA investigations
of governmental operations in Illinois Villages and townships have also
uncovered flagrant examples of the corruption of publxc authority, 'In-
deed, the schemes and artifices employed to violate the public trust are
often strikingly similar despite fondamental differences in the size,
political organization, and personalities that characterized the local
~communities 1ﬁ which they occur, The’following case histories should
therefore be helpful in identifying how governmental processes can be
abused not only in one city or state but rather in many very different

political and social settings,

' The Use of Public Office for Personal
Financial Gain: Investlg_ring Individual Corruption

The exposure of corruption in high political office has been a re-
current theme in recent years at all levels of American government,
Investigations that focus on individual misconduct, rather than more
systematic abuses of public authority, often generate an interest on the
pert of the news media and the general public that far exceeds their re-
sponse to more pervasive but less individualistic forms of public cor=-
ruption, Misconduct by well-known and highly visible public officials,
no matter how arcane the scheme they employ, is perhaps better understood
by most citizens than the seemlngly more remote failings of governmental
institutions., It seems llkely that most citizens better understand
the allegations of bribery, conspiracy, and tax evasion that forcad the
resignation of a former Vice-President than the maze of institutional

abdses'that fall under the rubric of Watergate, Such a response is under=
‘ standable. When a regulatory commission abuses its power; or when fraud
is found to permeate a goveromental program, the offenders are often
anonymous bureauCrats, busioessmen, or the faceless beneficiaries of the
‘government's.largess. The victim is frequently the general public, who
have &ifficulty envisioning precisely how they have been wronged or how

the uncovered scheme affects their daily lives., Old-fashioned graft and
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greed is not nearly so abstruse, If the details of the scheme are com=
plex, at 1east‘the mociVationvis easily‘undersﬁood. As a result, the
work of the Better vaernment Association is frequently identified w.ch
those in&estigations that ied to the indictment and cbmvictionfof‘major
Chicago politicians. Thus, the following case studies begin with a syn-
opsis of BGA investigations‘into'the activities of two powerful Chicago
-office~-holders, and proceed to an analyéis of more systematic abuses of

‘power.

The Combine

In March, 1973 the Better Government Association and reporters from

‘the Chicago Sun=Times culminated a 3-month examination of the complex. web
of business entanglements that made up the financial empire of a‘former
alderman, After poring over hundreds of &ocuments, the findings appeared
in a series of Stories beneath the front page lead? "Clout City USA,"
The storigs detailed a multitude of real ebtate transactions and financial -
manipulation that would eventually lead to the Lndlctment and conviction
in Federal District Court of vne of Chicago's most power ful political fig-
ures, ‘ - |

. The Alderman's rise to pol;tical prominence was hardly meteoric'(Ber~
gan and Samuel, 1974). He gainéd his first elective office inﬂ1937, emerge-
ing from the matrix of a family dynasty that has controlled;Chicago'sVBlst
Ward for generations Both his gréndfather and his uncle had béen membefS‘
of the Central Commlttee of the Cook County Democratic Party and hisg father
had also served as State representative, City Collector, Financial Secre=
‘tary. to the county party organization, and finally as Alderman (city coun-

cilman).

_ Before th conVLction, he was the floor leader of Chicago s City
Councxl, a position he held since 1955, the year Rlchard J. Daley was
first elected mayor. He was the,Chaeran of the City Council's powerful
Finance Committee, which controls the City's billion dollar budgét, de=-
termines how and where revenue is to be raised, and generally acts as the

City administration's steering committee for legislative matters,
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In fact, the information developed on the Alderman's financial hold-
ings was actually the result of a}decisibn to examine the Council's
Finance Committeé and the City's budget-méking process. BGA staff had
previously met with reporters as well as editors at éhe‘Chicago Sun-Times
and had tentatively selected the Finance Committee and its budget?making
powers as a topic worth pursuing, But as the investigation evolved, it
narrowed in focus when it became apparent that the task qf thoroughly éx-
amining the Committee's budget-making operationé was more than could be
done Ln,tﬁe allotted time., And information fega:ding the personal finan-

cial dealings of the Finance Committee Chairman was already at hand.

In December 1972, the BGA and the Chicago Sun-Times had revealed that
the Aldermén had an interest in three parking lots near Chicago's Loop
area which‘were‘leésed to the Airport Parking Company of America (APCOA).'
At the same time a lease between APCOA and the City of Chicago waé pend-
ing in the City Council where the Alderman had failed :o‘disclosevhis in~
terest. The lease agreement between APCOA and the City was to be awarded |
without competitive bidding and would have given. APCOA thé exclusive right
to operate the new O'Hare Field Parking Gar.ze for a period of 10 yéars.
The matter had first come to the BGA's attention when the press ard polit-

ical dissidencs attacked the p:o?ased'nonbid agreement, vIt‘waé not unzil

the BGA-Chicago Sur-Times disclosures that the'public learned of the Alder-

‘man's interest in the lease, which was concealed in a secret land trust,
and that the land trust beneficiaries, including the Alderman, would col«

lect a quarter of a million dollars over the terms of the agreement,

As the inquiry‘inmo the Alderman's financial empire unfolded, it
soon became clear‘that regl estate was the underpinﬁing of "The‘Combine;"
The Combine iiself was a group of developers and politicians, centered
around the Alderman, which reaped enormwus profits by uéing'his influence
and inside knowledge. |

.RealuestaCEVWas certainly an id@al investment‘gﬁﬁortunity for such
~a group. Steadily fncreasing land values and the lack of regﬂlaiory con-
trols increased the Lnherent attracbton of reul estate investmente-maximum
leverage with mianimum capital input, And ix Illinais the device of the |
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‘secret land trust”provides the real estate investor the additional advan-

tage of anonymity. The device of the land trust allows the property
owner to convert his hbldihg.from real property to personal property.

The owner becomes a beneficiary of the trust while legal title is held

by a truétee, usually a badk. Béneficiaries need not reveal their iden=
tities and alivtransactions regarding the property are recorded only by
indicating a trust number Consequently, The Ccmbine‘could carry out its‘
multimillion dollar dealings while being shielded from public scrutiny by

a series of land trust numbers.

However, several of these trusts were '"broken" by matching up a few

anonymous trust numbers with parcels of property in which it was known

_that the Alderman and his pértﬁers had a financial interest., After that

major investigative breakthrough occurred, public records could be exam-

ined#by'merely searching for the trust numbers known to be associated

" with the group,

One aspect of The Combine's scheme involved the purchase at County
Auctions of hundreds of parcels of almost worthless, tax-delinquent land

in the most blighted areas of the City, The property was placed in Iahd

trusts to conceal the identity of the owners and then resold at a substan-

tial profit,
BGA regearchers described The Combine's plan this way:

""Central to the deal wac a procedure to clear the land of out-
standing liens occasioned by the nonpayment of special taxes
levied by the city for the comstruction of sewers and sidewalks.
- These liens often amounted to thousands of dollars on a single
parcel. ' : : :

The liens were wiped out by means of foreclogure suits in the

'~ Chancery Division of the Circuit Court. The judgments rendered
in these legal actions enabled [the Alderman] and his partners
to settle their tax obligaticns for a fraction of the total
amount due, The lawsuits were instituted following resolutions
passed by the City Council calling on the city dttorney to fore-
close on the liens, And these resolutions had their origin in
the Finance Committee where they were, in fact, introduced by
the alderman himself, . ;

Alternacively, one of [his] partners~-whose links with the al-
dermar were, of course, unknown--would apply to the Finance
Committee and offer to make a camprowi settlement of the

kY
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special taxes due the city, again at a fraction of their total
amount., These compromise offers would then be submitted to the
full City Council for approval.

Thus at meeting after meetlng of the Council between 1969 and.
1971, [the Alderman] rose to propose measures which would en-
hance the sale value of parcel after pafgel of land in which

he had a financtal interest. And the Colincil dutifully passed
the proposals without so much as a single dissent, oblivious of
the fact that there could have been no more classic examples of
'special intevest' legislation than the resolutions being of-
fered by [the Aldermanj.

Once they had cleared their property of its tax encumbrances,
{the Alderman] and his partners attempted to unload it as expe-
ditiously as possible, They sold many parcels to private de-
velopers for the construction of low cost, modular housing.
But a significant amount of their real estate was picked up by
local governmental bodies, in some cases following action by
the City Council aided by [the Alderman's] vote."

(Bergan and Samuel, 1974),

In fact, the Alderman had used his influence to sell almost 200 par-
cels of land to public agencies such as the Metropolitan Sanitary District,
the City's Department of Urban Renewal, the Chicago Park District, the
Chicago Housing Authority, and the Chicagb Dwellings Association, The

 Chicago Dwellings Association agreed to purchase Keane property even after

one CDA official protested that the per unit costs were over twice the
amount normally paid, = It has been estimated that the Alderman realized

a gross profit of over $167,000 from the .sale of land to both public agen-

cies and private parties, although he himself contends that when all of

his transactions are taken into account, he suffered a net loss.

1f his deals did not work out as he had intended, still greater per-
sonal losses were to accrue. Only 18 months after the BGA and>Chicago
Sun-Times outlined the activities of The Combine, the Alderman was con-

victed in United States District Court on 17 counts of mail fraud and one

“count of conspiracy to commit mail fraud, He was sentenced to 5 years in

prison and fined $27,000. But, Chiéago politics being what they are, all
is not lost to the former alderman. His seat is now held by his wife,

who was elected in a landslide victory., The 3lst Wérd remains in the
hands of,thevfamily.
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The Politics of Real Estate Development

As the adroit manipulations of The Combine suggest, real property
can be acquired and sold with a minimum;qf governmental supervision,
Nevertheless, how land is actually'used is often subject to innumerable
public restrictions. Zoning officials determine the standards for the ‘

size and purpose of structures that are to be placed upon the land. And,

of course, decisions such as whether a parcel of real estate will be clas-

sified as "commercial" or "residential" greaily affect the value of the
real estate, Yet zoning is only one factor in the political calcdlus of
real estate development. Building and construcﬁion codes and tax assess-
ment policies are just as important to developers as zoning, Public au-
thorities must also authorize sewer connectibns, prpvide wéter, gas and
~electric lines, and vacate streets and dlley~ways to ensure the economic

viability of a private development plan,

As préssure‘for urban and suburban growth continues to expan&,kso
do the financial stakes of private developers. The National Advisory‘
Commission on Criminél Justice Standards and Goéls has estimated that
residential and'commerciél develppers, as well as businesses building for
themselves, will face over $60 billion in investments during the next
30 years (NACCJSG, 1973). As é result, private pressures on the public
officials responsible for making decisions affecting land values are
enormous. And that pressure sometimes emerges in the form of political

corruption,

In late 1973,‘the Better Gédernment Association and the Chicagé Sun=-

Times disclosed improper financial dealings by the Cook County Circuit
Court Clerk, Mayor Daley's former administrative agsistant, The sﬁéry,.
alleged that he received $300,000 in illegal payments in exchange for his
influence in the City Council, where he was to obtain favorable zoning '
decisions for a group of real estate dévelopers. He received the illegal

payments from Maple Park Development'Company (later known as Arjack)

through a corporate shell created by hfm and his brother-in-law, the Pres-

ident of Evergreen Savings and Loan Association, The corporation known

as Garden Realty Company existéd only on paper, its purpose being so1ely
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to- launder funds to him from the private developers. The payments came

in the form of “"commissions" that Garden Realty réqeived, ostensibly to
aid the developers in selling the newly constructed homes, Garden Realty
was paid about $300 for each of hundreds c¢i uomes which were sold in Maple
Park SudeVlSlon on Chicago s South Side, The ploy, however, became ap-
parent when the Better Government Association and reporters from the Chi-
cago Sun-Times interviewed residents of the development.v They had never
heard of Garden Realty. '

The payments to Garden Realty were in fact made in exchange for
loans from Evergreen Savings and Loan Association and for favorable City
Council actions which were necessary to complete the development. Durlng
the period in which the commissions were paid, no fewer than a dozen
zoning changes were requested by Maple Park’Development Company.  In one
instance, the zoning actions allowed Maple Park's owners to reap a land

speculation profit of some $400;000 within a two-year period.

One of the .owners of Maple Park Development Company had ‘retired to
Florida after sevéring his relationship with che company in 1967, He

spoke candidly to the BGA and Chicago Sun~Times from his sunny retirement

home. ''We needed certain things done--zoning, street improvements,'" he
said., "We paid for that ... we paid the price, This was the cost of

doing business in Chicago ..., you do it on every deal.,"

On April 10, 1974, the man who had dnce been the Mayor's neighborhood
confidant was indicted by.a Federal grand jury along with his brother-in-
law. The grénd jufyvalleged that Garden Realty Company had served as a

- conduit fér illegal zoning payoffs, He died in December 1974, shortly
before he was to go to trial, but his brother-in-law~§leaded guilty to

the charges,

Institutional Abuse

There is little doubt that investigations of corruption by well-
known politicians contributed greatly to the BGA's credibility as a gove
vernment watchdog agency. The removal from power of twbvapparently invul-~

nerable figures was vital to establishing the BGA in the public mind as
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a force that could counter abuses of power at the highest leVelsrpf local
government, Moredver, these tﬁo probes drew respect for the organization
from Chicagd’s news media, who became more interested than ever in coop-
erating with the BGA in its efforts. Cdnseqdently, the organizétioh'was
guérantééd a wide audience for future research findings, It was hoped
that thésé:inveSCigations would also put all public officials on notice

‘that their activities might become subject to public scrutiny,

But what about the less individualistic, yet more pervasive'forms
of governmental misconduct? Is it possible to disclose complex social
injustices -and more systemic government misconduct in ways that would én-»
1igﬁten the pdblic and produce reform? These questions led the BGA and

news media to undertake long-term examinations of three such subjects:

~lack of state oversight of the business practices of the powerful com~

munity currency exchange industry, Medicaid fraud, and waste in the city
budget, '

Chicago'é Money Merchants

Community CUrrency exchahges.developed in Illinois during the_Great
Depression. While banks ﬁére failing; currency exchanges prospered by
charging fees for cashing checks and selling money orders. Today, the
industry has continued to thrive by also'prbvidingbsuch routine finan¢1a1
services as'accebting‘utility bill payments, distributing food stamps

and welfare checks, and selling traveler's checks and automobile licenses.

To the casual observer, currency exchanges operate out of unimposing

storefronts to provide simple financial services as backups to commercial

banks. In fact, in a 6-month study with the Chicago Sun-Times, the BGA
revealed that currency exchanges are a $20-million-a-year induétry that
have captured the public agencies set up to regulate them. Moreover, we
fouhd that this system of "private government' has allowed curreﬁcy ex-
changes to reap substantial profits at the expense of their ofteﬁ impove

erished clientele. For many of the city's neighbofkoods, which are with-

out commercial banks, they are "Chicago's Money Merchants.,"
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Two years prior to the release of these findings, currency'exchangés
had been the subject of a preliminary idquiry by the BGA. Investigators
had received information from a high-ranking employee of the Illinois
Department of Financial Institutions (IDFL), the state agency responsible
for licensing and régulating currency exchange practices, that exchanges
were engaged in a pletha?a of quéstionable activities that were deliber-
ately ignored by IDFI employeést While this inside tip was not pursued
to its logical conclusion (in part because bf lack of staff time and re-
sources), the groundwork was nonetheless laid for a subsequent investiga-
tion. This’investigation began in earnest when the BGA learned that a

local reporter from th= Chicago Sun-Times had initiated her own prelimi-

nary inVestigation into currency exchanges. The BGA agreed to pool in-

formation and resources with the reporter, and the investigatioh began,

A natural,divisioﬁvof labor de#eloped between the BGA and the naws-
paber. The BGA, as a governme:.t wétchdog agency, was most concerned abodtv:
the political and governmental problem areas of currency exchanges. Thus,”
~ emphasis was placed on abuses that flowea‘from legislative inaction and
the lack of oversight by the IDFI. The Sdn-Timesrfocused on‘thé privaté
financial holdings and transactions of currency exchange'owners. Both
'BGA and Sun-Times personnel cooperated in a thorough examination of the
vrelationship between rates charged for cufrency exchange services énd

the'demographic.makeup of the communities they served.

Some of the investigative procedures employed during the course of
~the probe included:

o The use of a computer to test for possible associations between
currency exchange rates and the social and economic compositlou
. of the area surrounding their location.

e A detailed analysis of campaign contributions from currency ex-
change owners and officers of the Community Currency Exchange
Association of Illinois (the powerful political arm of the cur-
rency exchange industry) to top state officials.

o Interviews with state legislators about the lobbying techniques
of representatives of the currency exchange industry.

e Extensive searches through public legal documents (e.g., probate,
chancery) that helped identify the net worth of prominent currency

exchange owners, and the sources of financial backing for their
business practices.

76




As a result of the use of these procedures, the BGA and SunQTimes were
} able to reveal dramatic, xn-depth findings that appeared in newspaper
" headlines for 10 days.

The computer analysis demonstrated that currency exchanges dlscrlmi-
nate in the fees they charge customers in minority and impoverxshed come
munities. Currency exchanges in Black sections of the city, for example,
were found to charge almost 30% more for their services than currency v
exchanges in largely White communities. An analysis of‘the rates of cur-
vrency exchanges along Chicago's longest running streets.graphicaily ile
lustreted that fees substantially increased as one pasSed into Black and
Latino communities_and out of White, middle class communities._ Moreovery, -
we found that the highest fees of all were charged ‘by currency exchanges
that were part of a chain., Public records revealed tnet most currency
exchanges were owned by a few families, and thet'these chainvowners had
made millions of dollars from their control of the stete licensing pro-
cess, use of differentlal rate charges, and other money-making schemes.‘
The rate dxscrlmxnatlon and monopolxstic 11cens1ng practxces were not
only tolerated but rexnforced by the IDFI, despite the agency s legisla--
tive mandate to regulace currency exchanges for the ”convenxence, welfare,

and economic lnterest" of thelr clientele.

4 survey of,cempaign disclosure records provided the'primery expla-
nation for the~laissez-faire‘stance of‘the'regulatory agency. The cur=
rency_exchange industfy.and individual owners were found to ptovide'lerge .
political contributions to the Governor; who appointed the IDFI director.
In addition, the IDFI director relied heavily upon his‘licensees for
financial support in the political fund-raising events he was expected to
sponsor on the GOVernor's behalf. ' In short, the IDFI, by seeking politicel
rather than professional ends, became reliant upon,the'épecial interests
it was set up :O'regulate. Consequently, the agency was ultimately more
concerned with‘sering the interests’of‘currency'exchange owners than
consumers. | o | ‘ ‘ ‘

‘Interviews with state officials and searches of varions public records
revealed that close ties also exsisted between the currency exchange in-
dustry end other areas of Illincis‘government._ The use of campeign con=

tributions to state legislators and heavy-hdnded iobbying techniﬁues by
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the currency exchange assoc1ation protected the lndustry s pr1v11eged
legal status., One state legislator admitted that a top offlcxal of the
'fcurrency exchange industry offeredihim an. exchange as a bribe to get him
to kill legislation that would: have reformed the Lndustry. The use of
'rpolitlcal pressure as a key factor in 1nduc1ng the state's Department of
Public Aid to begln dellvering almost all welfare checks dlrectly to cur-
rency exchanges, lnstead of a recipxent s place of residence. Favored
contractual agreements were made by the Secretary of State's office that -
allowed currency exchanges to sell license plates at ‘high fees, after a
close frlend and top campaign official of the Secretary recelved a large
contract to his prlvate advertlslng flrm from ‘the currency exchange in-
dustry. = In short,’ the investigation exposed ‘the presence of "cozy rela-
tionships' between regulators and regulated, and the severe consequences

for consumers that eventuated from these ties.

1 Subsequent to the publication of the revelations in the newspaper,
the BGA issued e White Paperfthat snmmariZed the basic findings and pre-
sented a series of recommendations forlreform. The White Paper‘was dis;
tributedlto the Governor, all state legislators, and lOCal news media,

- The timing of the'White Paper coincided with editorial support forireforn
legislation by the SunuTines. | |

The_response to the investigation»by government offlcials was. strong
~and immediate.‘ The new Governor presented ebpackage of reform bills'to
the legislature that were designed, in the Governor's‘words; to "end the
_'cOzy relationships' between currency exchanges and ‘state government that
were identified by ‘the BGA—Sun-TLmes probe.". Legislative hearlngs were
held in whlch BGA staff testlfied on the abuses ‘we had brought to light
‘in the investlgatlon. Ten months after the.ptbllcatlon of the initial
‘flndings, the Governor signed into law a package of ten reform measures
that were vxrtually identical to the orlginal BGA - proposals for change.
A f1na1 BGA press release was issued which stated:
"The new. l'aws ‘should go a long way toward eliminating 4 system :
of private privilage at public expense ... The enactment of R
these reforms is a victory for every consumer who utilizes the ok

. services of currency exchanges in Illinois .». Hopefully, the
new reforms will take on broader meaning by re-establlshing
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" the prxncxple that public reguiatory bodies in all areas of
state government should be accountable to the general publiec,
and not to the special interests they are supposed to regulate."

“Health Care Fraud: POllthS, Bureaucracy, and Medioaid

In December of 1975, the BGA (working with CBS-60 Minutes) the staff
of the U.S. Senate Special Committee on Aging, and the Chicago Tribune,
launched onelof its moSt ambitious investigations For years, accusations
abounded charging that Illinois' Medicatid program was riddled w1th fraud,
The'progfam's orities alleged that hundreds of thousands of dollars were
-paid out eachryear to ineligible:beneficiaries; that faotoring companies
(private parties who discount state billings) used '"inside connections'
at the state Department of Public Aid-to“reap enormous returns,on their
investments; and that‘other private parties (clinical 1abofatories,-doc-
-tors, dentists, -nursing homes,; -and other:bUSinesses)'submitted false bil-
lings to the State and otherwise illegally used the program for their own

personal gain,

‘These allegations‘were vehemently denied by state‘offioials‘who
malntained that the program 8 problems were minimal. Periodic effotts
‘were. made to remove inellglble recipients from the program but no sys-

. tematic examination was made to determine if the massive soc1a1 welfare
program was reall, working as intended. Against this backdrop of accusa-

tion and denial the BGA decided to make its own investigation.

Rather than focu31ngvon 'welfare cheaters" who had been the'object
of so much scrutiny in the past, BGA_investigators instead deoided to
examineithe activities of private vendors who 'sold their services to the
State. Spec1fically, 1nvest1gators focused their efforts on cllnlcal }
laboratories who conducted analyses of urine and blood samples, and sub-

mitted the bills for the tests directly to tﬁe State.

Clinical laboratories had‘come to the attention of Senate'investiga--
" tors in the past. And in late 1975, William Recktenwald, the»BGA's chief
vinvestigatot, had taken a leave of absence to difect the Senate Committee's
investigation of abuses in the Medicare.and Medicaid program. The BGA's

relationship with the Senate.Committee was therefore well established,
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and it Seemed'logicai to combine forces whéu the,Committee's focus shifted
to Illinois after having examihed New‘York,‘Néw,Jersey, and other large
indusﬁriai staﬁés. . The additional efforts of CBS-60 Mihutes were, of
course, inValuable. 1f fraud was found to be substantial,,the~investiga-
tors would have“aécess_to-a nationwide audience to illustrate what had
‘gone wrong in this major social program in which costs increased at a'>

‘rate of $3 billion per year,

As in other lérge states, Illinois' Medicaid progfam’had:grown enor-
mously since the program's inceptiod in 1966. Then,,MediCaid was con=-
ceived as a limiﬁed effort to bring needed health services to low«incdme
residents, the blind, and the disabled, just as Mgdicare wés'té provide
hospitalizatioh insurance to the nation's elderly. In 1967, Illitois |
reported that the State's program served 367;0O0 of the state's residents
at a cost of $60 million per year, half‘of which wasbpaid by Federal
funds;v By 1976, more than one million of the state's residents were

covered by the Medicaid "green card" at a cost of $700 million.

iet‘despite this»rapid expansioh in the program, little effort was
made on the part of either the State or the Federal government to police
the billing practices of private parties who did Medicaid business. "The
Department (HEW) had only eight investigators nationwide to séfeguard
the multi-billion dollar program against fraud, |

The lack of Federal oversight in this area was indeed peculiar, for
“the methods of payment. under Medicare and Medicaid had been perceived as
a serious problem Sihce the program's beginning (Marmor, 1970),  Federal
law had not set specific limitations‘on what a doctor or other vendors:
_could,charge for their services, Instead, they were to be paid '"reason-.
able chafges," which were defined aé charges customary for the individual
:performing the service, and no higher than the prices prevailing in his
locale or no greater than the charges paid by insurance companies in sim-h

ilar circumstances,

The problem was that no one knew what "'customary charges" were., There
was little agreement between goverﬁmental»officials and the private sector

as to what charges "prevailed," and commercial insurance companies, while



having a record of past payments, did not reach a consensus as to what

constituted “comparable services' in "comparable circumstances.'" One

‘observer of health care politics observed that:during the year.follbwing’

Medicare and Medicaid's enactment, the rate of increase in physician fees

more than doubled (Marmor, 1970, p. 89). He concluded, '"'Some portion of
that increase was caused by Medicare's payment method, and the continuing

overall rise‘in physician fees has presented serious political problems"

'(Marmor, 1970, p. 90). In this context of rising health care costs a

charged political atmosphere and apparent bureaucratic'sluggishness, the

BGA set out to determine. just how the program was functioning in Illinois.

The BGA and CBS rented a simple storefront dffice on Morée Avenue, in:.the
Rogers Park community onFCﬁicago's northside. A sign was placed.in the
storefront's window announcing that a medical clinic wouid be opening
soon at .that locatioﬁ ‘ BGA anestlgators invited cllnlcal 1aborator1es
to send representatlves to the Morse Avenue "clinic" to diSCuss the pos-

sibility of using their lab services., Inside the "clinic," CBS's 60-

Minutes had equlpped the store with a spec131 one-way error ‘that con-

cealed a. camera crew who would film what occurred

. A BGA investigator posed as a businesslagent and met with_the clinic
operators whb came to offer their services. Thirteen laboratories ap-
peared seeking the ‘“clinic's" business, These thirteen laboratories
accounted for 65%, or $6.9 million, Qf Illinois' Medicaid payments: to

clinical laboratories in 1975.

Of the 13 laboratories whose representatives were interviewed, 11

oifered illegal kickbacks, or rebates, on the dollar amount of.labo:atory

business referred by the clinic to the medical lab. The kickbacks offered

were to be based on a percentage of Medicaid billings for a week's or a
month's laboratory tests referred by the Morse Avenue_“clinic" to the
labs. Although the percentages of the kickbacks varied from 15% to 50%,
thevmethod'cf paymant was éonsistent; Each of the labs offering kickbacks

also ¢ffered to rent space at the "clinic." The rented space would osten-

sibly be for the purpose of drawing blood. For example, if the volume of

‘Medicaid laboratory business was $4,000 in any month at the»"clinic," and

the fixed percentage of rebate was:SO%,‘then ;he medical lab would pay
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the clinic $2,000. The rented space, of course, might be as small as two
squaré feet, just a large enough space to accommodate a technician, pro-
vided by the lab, drawing blood samples. Moreover, the whole Morse Avenue

storefront rented for only $400 per month.

The laboratories, of course, stressed volume. The greater the number
_of Medicaid tests, the larger the kickback would be. One laboratory
owner told a BGA investigator that the "clinic" should order a minimum of
two or three tests per patient. "What the'hell,ﬂ he said, "go ahead and
order ten tests, just go ahead. The stateﬂpayé for it,"

The hidden CBS cameras filmed these and other'abusés. . For example,
inveStigatofs léarned that in some instances the laboratories billed the
State for tests that were never performed and that through a dual system
of pricing, the labs charged the State more for tests performed on

Medmcald beneficiaries than was charged to prxvate patients. 

The results of the anestigation were released simultaneously by
CBS-60 Minutes and the Chicago Tribune. The next day, the BGA Executive

Director and the investigators who set up the. simulated "clinié" testi-
fied before the U.S. Senate Committeé on Aging. The disclosures graphi-
cally illustrated the nature of the problem. WLdespread fraud did exist
in the Medxcald program and using a little imagination, the fraud was not
difficult to find, Yet State and Federal ‘authorit.es had for‘years mini-
mized the degree of fraud by vendors and instead took the path of least

political resistance by campaigning against "weifare cheats,”

As of January 1977, the State of Illinois has recovered $1.6 million
from medical providers identified in the BGA-60 Minutes expose as offering
illegal kickbacks. Dozens of other medical providers have been prosecuted

- for defrauding the State. A speciél State commission has récently recom-

mended that State fesponsibility for administering the program should not
rest solely with the Illinois Department of PuBlic Aid., Governmental
officials have clearly reversed their'position that no serious problems
‘existed in the Medicaid program. Now that the problem is visible; it
cannot be'deniéd. '
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Anslyzing a City Budget

The Need for Citizen Involvement

Fcr most citizens budgets are mysterlous documents, replete with
eébteﬁlc accountlng terms that seem incomprehensible to all,but a small
group of lawyers; “inanciers, and zity officiala.. But»despite‘its,in-
timidating netﬁre, a city budget ean be'&nderstbcd by ordinary aitizene
and there are good reasons to make the attempt.

_ A munlcipal budget reflects a city's economzc strengths and weak-
nessies.  How city officials raise and spend tax money affects people 8
jobs and shapes the quality of life in the communities where{theyllivea
Indéed/ﬁhe“pracﬁical importance of a city budget can hardly be overestiw
mated, Budgets‘establisﬁvprioritiee'td determine whether neighbqrhcods ,.‘
will receive'edequate police and fire protection amd how much will be o
spent on @treet repglr, bulldiﬁg 1nspectlon, and pollution contrel. Ex-
cessive wasLe in. munlczpal spendlng is eften dlreccly translated Lnte
higher property taxes for homeowners and hlgher»rants for apdrtment
~dwellers. ‘But most - importantly, the need for citizen involvement is -

7 great because the flscal ChOIBE= that are mdde now will have effects far
into the fu*uge.v '

It may well be that the budgeting dee1s1ons nov'f391ng ‘oHL- azder

central Cltles 'LlL sﬁh e" & “&conomic and politlcal structures of the
entire nat;on (Haider, 1916; Feinsg, 1978), Aglng citie S llk° Cthago, New

York, Detroit, and St. Louis face decllnlnf populatlons, deterloxathg

, houstng conditions, the wzthdrawal of- ane;tments by banks and savings ‘and ,‘
loan assoclatxevs,'as well as an influx of racial minorities who are unable

to fullv part1c1pate in the local economy. As a result, the urban tax base*

shrinks whxle the demand for governmental services continues to swell,

Yet, at the same time, Central cities have increased their budgets, al-
IOWed property taxes to grow, and contxnued theLr seemlngly endless search
for new sales taxes, license fees, and user chargeu,‘ &onded 1ndebtedness

anreases yearly, encumberzng ;he abllxty of coang generatlons to mgat

¢the fiscal needs of the future urban egvironments, Such a long~term trendﬁih

—{may mean that even eities still flscally healthy will have to. geek Federal

Lﬁterventxon in™ e years to come.
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Additionally, city Budgetémaking beeomeskenmeshed in political-con-'
,troversy as pressures moune from municxpal employees for: higher pay,

- earlier retirement, improved pension plans and a host of oLher sPecial

'_benefzts. In many cities polltxcally powerful bureaucracies have success-‘_

fully negotiated concessions from eity hall increasing the costs of run-

ning American cities still further. .The adVerse sonseqeences thet can

‘_result from the clash of ‘these economic and political forces are drama:-’,li

Lcally xllustrated by the plight of New York City. There, threatswof
massive layoffs, cutbacks in important city services and steadily in-.
ycreasing taxes Jeopardize the very yiabilzty of munmclpal government.

But perhaps ‘the most meortant lessons to be learned from New York's
_crisis are political rather than economic. New York's Mayor sought and
received State and Federal 'aid but lost control over the city budget in
the bargain. Now only "Big Mac," the State agency ereated:to lead the
éity~eu§egftits-erisievcan borrow funds on the city's behalf. Yet,~"ﬁig
Mac," unlike éhe“Mayer?fjs wholly_ﬁnaccbuntable'to'New York.City's citi- -

zens.

Who now governs New York City? At the peak of the crisis Mayor

Beame was compelled to declare "I'm the Mayor.” That such an assertion

" had to be made at all simply underscores the intricate nexus between munic-

‘ipal fxnance and politxcs and demonstrates how fragile the connectlon

can become The Mayor,; of course, paid a high polltecal price for the
city's financ1a1 plight in still eqother way. In the wake of disolosures1
by the Securltles Exchange Commissxon that\he had sold worthless securi-
ties to an unsuspect1ng public; the Mayor was defeaeed in his b1d for
renomination, -

TR e

Unfortunetely;7£ﬁeﬁfiSca1 remedy,imposed on New York City left the
city's residents even more divorced from the budget-making process than
~before (Haider, 1976, pp. 186-216};‘ The possibility of greater citizen

JFor'example, "the power of teachers and other employees to win financial
concessions has proved so substantial that, in the light of their declin-
ing competitive position, big central cities, even in a healthy economy,

. may someday be rescued from bankruptcy. only by outside intervention
(Pe*erson, 1976, P 255)
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anolvement Ln crxtical flscal decrsrons has dlmrnished, not increased

'.-Consequently, one lesson should clearly emerge from the crzsrs. The trme f't

‘for citizen involvement in city budgeting Ls now. The future may be too '
late. ' Lo

T

How Rules DiSCQurage Citizen Participation

' Chlcago, it seems, has in laxge measure avoided the most severe

'aspects of New York City's fiscal plight,, Wlth its AA bord rating, in-

vestors can be confident that the city does not stand wavering on the

v'preclplce of bankruptey. The undlluted faith of the banking communlty

should not, however, obscure the serious probiems that exist in Ghmcago s
fiscal management. For in Chicago budget-making has long been mired i
secrecy and deceptzon and even if most c1tizens co uld underqtand the city
budget--a book-length, poorly organized compendlum of facte and rrseres--
City Council procedures effectively prevent citxzen partlclpatlon in Lhe}ma

budgetary proce

A brief look at how ‘the btdget is drafted, submitted to the City
Counc11 and approved should make the poxnt clear, In July of each year
the process beglns as the Mayor reoezves from each clty agenoy estzmates

of their needs. In August, each clty department is instructed to complete

’ its budgets after the estimates have been reviewed. In September and

part of October, hearxngs are held between the department heads, ‘the Mayor,=

‘ ._the Budget D1rector and the Clty Comptroller. By November 15, the Meyor

" must lseue an: executive budget that the Clty Council must approve 1n L

some form by December 15.

The 1 Wayor has a year to prepare the budget, but the City Council
and the publlc have about 30 days to review it. Between November 15 and -

December 31, the city's Aldermen must examine the budget, which contains

’fover 200, 000 line 1tems, hold public hearings, make revisions and vote
“on its final passage. ' ' ‘

The budget hearlngs held by the City Council are consistently hurried

ﬂand,routlne affarrs where few penetrating‘questlons are asked. For example,
‘Andrea Rozran, Vice President of thé League of Women Voters of Chicago,
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"wreports that in 1973 the Councrl s Flnance Committee heard annual repo

7j?and questroned budget allocatlons and past expendxtures of 43 departments.

in 8 days (Haxder, 1976, pp.° 186 -216). - As many as ergn; departments were

:scneduled for Lestlmony in a 8ingls day, thh no SPElelc tzmetable as’ tod

‘when a particular departmcnt head would testlfy.

Followlng the departmental hearings, a one-da/ public hearing on

: the budget is held in the City Council Chambers.. No schedule is estab-
.lished to determlne the order of testifying. CLtizens notify the Budget
,Director that they wish to testify and reglster on the day of the hearlng.

' Clearly the budget-making process in Chlcago does not encourage

publlc invol\ement. Cltlzens trying to understand the budget and attempt-

ving to lnfluencenthe setting of’budget prlorltles-are ‘met with resistance
-~ at every stage. But once a budget is in effect,'attempts tobanalyze

where city money is spent and how efficiently city services are performed

have: been succassful - Public exposure of waste and mismenagement can

-, force at least limxted changes on a city' s fiscal pollcles even wien cxti-

zen invoLVement in the earlier formative prooedures is kept to a mlnlmum.

A Citizen Strategy'

‘The Better Govermment Association has used two techniques for exams-

ining municipal'bUdgets with considerable success. The technxques are -
relatively 51mple and can easxly be duplicated by citizen groups elsevhere.

. The first approach involves a comparison of b dgetary outlays with those

of similar c1ty governments. - For example, the cost of maintamnxng srrett

- lights, or salaries of munisipal employees are compared with such costs
in a eity of sxmilar size and demographlc characteristmcs.‘ The second

' approach merely calls for observing how city services are performed.

Citizens can watch a clty constructlon crew repair a curb or pave a street.
Are more employees present than are obviously needed? Does the crew Speqd
an entire day doing work that could be performed in a few hours”- The
answers to these questlons may yield answers that arze accurate, sxmple,

and dlrect.‘ ‘And the information that emerges’ can be readlly understood

‘by every taxpayer who helps finance rity governnent.
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While the technlques used by the BGA are relatlvely stralghtforward g ‘ -_'du“ﬂ
a Few caveats are nevertheless in order. ‘First, budget comparlsons may- ”“ o :
be mere complzcated than they flrst<appear * Since cities do not follow S '%,f
:unlform procedures Ln preparlng their budgets, citizens must always be o
;;alert to the p0351blllty ‘that they are comparing apples with oranges. vIt’:d i "jfd
is essentral that the per unit ‘cost in one c1ty is compared with the same ‘ '

‘unlt cost in another. Addltronally, it is not always as easy as LL may

first seem ‘to find cities thh similar demographrc compositions. The ‘_-' v ‘{'_:ﬁf
problem arises when special problems exist Ln one cxty that quLte Justi-v,u S gJ(
'flably raise costs there in the performance of certaln operatlons.;”For |
example, lf one city has a lower per caplta income and a rela“ively larger ‘

percentage of juveniles in its population thln another, the first cxty s . ’e;°f
VLnCLdence of vandalism may be greater, resultxng in greatar costs for re-' i

pairing streetllghts or malntalnlng school fac111t1es.

These dlfflCultles are far from 1nsurmountable., DlSCuSSlonS thh
clty off1c1als in each city where comparlsons are made can 1dent1fy the

- areas where comparlsons are inapproprlate. Addltionally ‘reference sources

such as the Munlcxgal Yearbook often contain detamled xnformation concern-

’xng a c1ty s demographic charactermstlcs.

'Investigatlne Chxcago s Cxty Budget

With: these caveats in mlnd the Better Government Assocxatlon ‘and

the Chlcago Tribune launched an investigation of city spending in Septem-

ber of 1974, Certalnly the time for such an investigatxon was ripe, for
it was in 1974 that. Chicago' s c1ty budget flrst exceeded the $1 billion
‘mark. ‘Yet as city spendlng increased yearly, :so too did allegations of
1 excessxve waste and patronag° abuses which, reformers argued greatly

inflated the cost- of city operatlons.

‘What the BGA and Chlcago Tribune found confirmed what eritice of

Chxcago s budget had long contended. Chicago spends more~money and utl-”
lizes more manpower to perform ba51c ﬁuu1Clpal services than do other

. c1t1es of comparable 51ze.
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Garbage Collection ‘

; Chicago taxpayers pay $34 48 per ton to have thelr garbage picked
*up._ In Milwaukee the cost is $30.84 per ton, in Kansas City, $23 70 in
Los Angeles, $14 40, in Dallas, $11. 00.‘ Chxcago garbage men - pick up only
: ‘one-quarter ton per manhour, compared with more than one-half ton in v
iKansas Clty and xn Dallas, and three-flfths of a ton per manhour in Los

Angeles.

Chicago s garbage trucks are’ manned by four men as are Milwaukee S
The other cities studied have two- or three-man crews, with commensurate 1
sav1ngs in tax dollars. Chicago could save some $7 million per year if

~one man was eliminated from each crew; the Clty could save $14 mlllion

per yeer with two-man crews.

Street Cleaningf—

B It costs $l 623 to clean a m11e of street in Chlcago ~Los Angeles
does the job for o1,075 per mile, Kansas City spends $920 per mile,- and
‘Milwaukee spends only $571 per mlle.A If Chicago crews were as efficient

as Milwaukee 55 some $3.8 million per year would be saved.

" Water Meter Reading

_ In Chicago it costs $1 23 _every time a cxty employee reads ‘a water
"vmeter.. Mllwaukee performs the same function for $0,75. Indiauapolis,»
with a privately oWned water company, doesnthe same jobvfor‘only $0.275
A CbieeéoTuetef'feede: reads 48 meters'each day. A meter feader_iﬁ
Detroit.reads 71 each day, iu'Milweukee,vhe feads 98 metersvdaily, and

in Indianapoiis,'lso meters daily.

If Chlcago s meter readers were as efflclent as their counterparts
in Milwaukee, the city would save $1.3 million a year. The meter-reading
force could‘be_cut f£rom 94 men to 45. ' R :
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ign Washxng (Yes, sign washlng)

Chxcago employs 20 men full time to wesh street sxgnst_ They are

' paid $6 66 per hour, taken tegether, their. annual salaries amount to more -
- ‘than’ $300 000. There are no comparable figures for other cities because

'scale In most crtles, rain performs this functlon. Chicago ] Gommrs—
-sioper of Streets and Sanitation clalmed in 1974 that thls would not - work.'

in Chlcago because "Some raxn is dlrty

Street Lights

Each year, the City of Chicago spends $37 43 per light to maintaln

»its more than 260,000 streetvllghts.l The mainteuance program includes
- relamping, sleaning; and maintainiﬁg circuits in working order. The same
~work 1s accomplished in Milwaukee at a cost of $14 19 per light. Detroit -
'-.spends $18.94 per. 11ght.»¢' A ‘ i '

In Detroit one ‘man performs the maintenance function. He drives a
cherrypicker“ truck. '

The Flre Department

The BGA and the Task Force rdentxfied $22. 8 mllllon of waste in the »;

,-$83 8 mllllon departmental budget,?,Most of the waste is the resu%ﬁ of o
: "Daley Days," 20 extra days off each year, glven to Chicago fireman by
’Mayor Daley in 1968. Because of Dalsy Days, Chicago firemen work only
~a 42~hour work week, the shortest in the nation except for New York City.‘}

Daley Days mezn that there are four firemen on the payroll dolng the

“work formerly accompllshed by three, at an addltlonal cost of gome: $17

million per year.

Many men 1lsted in the budget as fire fighters and fire inspectors

“were found to be performing other functions. ‘For example, eight lieu-
tenants,'witb a combined salary of some $144, 000 per year, were detailed

to patrol an abandoned Loop hotel on a. round the-clock ‘basis. A groﬁp :

v . of six fzremeu, known as the "Five Funny Flames," were paid $96 000 in

o

{ Chicago is the only city in the eountry that washes signs on *uch a largef o
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= salaries for providing entertalnment at parades and other social func-.

tlons.i They ‘had no Elre-flghting duties. Thelr booking agent was the

:LFire Commissioner

The BGA and Chicago Tribune also found: thar clty ependlng is inti-

: mately tied. to the cxty s polltical structure and that one can never be‘
‘ fully understood without some knowledge of the other. So whxle most of

'the BGA and Task Force investigators were pourlng over expendlture records

and observxng city work crews,\a Trlbune reporter infiltrated the cxty s

political organization ’

The reporter posed as an unemployed former landscaplng employee who :

'lhad.recently.moved to Chicago. He workedfrnsrde the 48th Ward Regular
j Democratic Organization for several weeks as a preclnct worker and was

'frnally rewarded for his labors with a job at the Board of Health ‘His

vantage poxnt gave him the Opportunity to observe flrsthand the mechanics

of a crty machxne whlch produces both huge vote totals and excessxve au=

v-nlczpal Spending

His reports allowed those he met to explaxn crty polxtlcs and thexr

v'clty Jobs in their own words For example, a precrnct worker and a ﬁlerk

“in the Department of Streets and Santtatlon said:

"I'm a clerk in Streets and Sanltatlon. I don t do anythxng
for a living.” I work one hour_ a day and sit on my duff the
rest of the time., I ‘twiddle my thumbs. But, that's the
- problem. I want.to work. I want a job where I can work.elgnt
hours a day. - Just like all those other guys in the Department.
We work one hour and then kill time the rest of the day."

"All I want is a nice, qulet lrttle job dr1v1ng a little truck
for the Park District. The Park District has three little

trucks, and they're easy to drive, and you don't do fothing
and the pay is good. That's all: I want.,"

o "You got to sell tickets to the dlnner (the annual 48th Ward
- Dinner), and maybe take out an ad in the magazine (the 48th
-Ward ad Book) What they do is, they assess you so much

- depending on how much you're making--$200 at $500 a month,
- $300 at $600 a month or whatever it is.”

fAs Othenu told a‘elmllar story, it became clear that crty spendxng

will not be controlled until’ ‘the vast patronage army of alnost 36,000
polltloal emplpyees is curtelled. But in Chloago, reformlng the city, ;
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budget meansvreformlng'city,polities;‘ So_far,'there is little indication

that Chicago is ready for reform. ' ‘ '
Yet, if- thoroughaboing reform'did not flow frdm.the BGA-Chicago e

‘ Trlbune expose, some improvements did dlrectly result from the- lnvestiga-'

tion, Mayor Daley ordered the reorganlzatlon of - the Fire Department Ln

'response to the BGA-Tribune disclosures concernlng personnel utllizatlon.
Specxfically, the mavor ordered the Department to-

(1) Remove and reassign the eight f1re lieutenants. who were pro=-
viding a 24~hour guard for a Loop hotel. - : :

(2) - Disband the "Five Funny Flames" clown unlt in the Fire Depart- o

" ment.

(3) bDlsband the lS-man spec1al drlver unit that provxded chauffeur
: service for Department personnel and visiting dlgnitaries."

©(4) Assign only disabled firemen to the Mayor's Youth Foundatxon
B and to the Department's repair shop.-
In additlon, the mayor. app01nted an outside consultant to study areas,

of waste plnpointed by the BGA and the Tribune,

2 Durlng the conSLderation of the city budget for 1975, mrnority
'aldermen offered budget amendments which reflected the findings of the
- BGA. The amendments were soundly defeated but, they provided another

forum for a publlc discussion of how Chicago spends its money._ s

‘- Flnally, varlous lower-level clty employees were suspended or fired.

However, Mayor Daley refused to criticize or discipline any of the depart- g

ment heads or bureau dlrectors who were responsxble for the waste of c1ty

funds.

‘Challenglng Police Spyving Through Legal'Action:
‘The BGA's Police Surveillance Case

A workrng knowledge of the law and legal orocedures is extremely use=

ful in monitoring. government, and a 1egal staff or the avallabllxty of an

»attorney for on-going consultatzons is a HECESSltj in the operatlon of a

~ citizens' watchdog organrzation In the final case history. presented heret

the legal staff of the BGA went beyond a consultlng functlon and undertook

' controversial litigation. - The "polxce spying' case Opened up new areas d

o1
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“’dramatrc findings descrxbed below. ~“'  v";, RN ,”f:;<g' ““:f7

M/{'_ : When the police maintaln records -On -an Lndxvxdual simply because”’

L
=S

f°r the BGA, not’ only ‘in Suggesting possxble ways of followxng up anes“ f?
tlgatxve finﬂings with lawsuits, but also in establxshing channels of ”

communzca”ion and cooperatzon thh other reform organxzatlons xn the clty

‘ As in our other research, the BGA worked wrth the medza in pub11c121ng the

" that individual has exercised his right to speak and associate ﬁ
- _freely, it is but a short journey to a Police State. A program;’

+» in which a police agency surreptitiously seeks to obtain contrg&

' over a communxty group's. pol;czes and goals musf not be toler-;

dted in a free society R R > TN ,v«ﬂ

,/'

Report of the Fook County rand Jury, November 13 1975,

" This- omlnous warning of the Cook County Grand Jury was no speCulatLve ’
dxscourse on some future Orwellxan nightmare. ’The report came after the
grand Jurors had patLrntly sat for manths hear&ng testimony about the

,covert aurvezllance Qractices of the, Ghlcago E%lxce Department’s Securxty
Section, o;ten knowp as the "Red Squad e TheJReport descrxbed how local -
and vederal law enforcement agencies monltored the actxvirxen of prominent
c;vic leaders and infaxarated community groups when there was no reason

to believe that criminal behavxor was threatened

The Grand Jury s report, in part, merely confirmed what had been
"known,for some- tzme. ance 19?2 national commmss;ons and Gongressxonel
hearlngs had - focnsed on the domestic Lntellxgence abuses of both Federal
and local- law enforcement agencxesrb But,w1th the Grand Jury. Repo i e
Chicagoans rere hearxng for the r,raa“tlme from a panel of ordlnary cxtﬁ?
. zens that the rlah s or privacy and free expressxon had been serlously
threatened anc that pollce offxcers had themselves commltted cr imina 15"

acts in ‘the course of thelr covert LntelllgenCe operatlons.v

Many Chxcagoane were understandably shocked to 1earn that pollce
~spies had 1nf11trated 1aw abidlng neighborhood organlzatlons and attained
leadershlp posxrlons only to dxsrupt the groups actxvxtlas In one case,
a pollce agent became the presxdent of a communlty group, the Organlzatlon
for -a Better Austin; totally destroylng the group s efforts to bring finan-.
cxal axd to thelr deteriorating nelghborhood ﬁTestlmony before the grand
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jury also reveeled instances of illegal w12etappzng, eleetronie eﬁfVeil-'

-lance and. even burglary by police agents of the offiees ef community

groups.

In the wake of these disclosures, the Better Government Association,f .

acting with the Amerioan Civil Liherties Union (ACLU) and Business asd

:,Professional People fez/the Public Intere,a (BPI), a Chlcago-based pablic

~ interest law firm, filed a class action uic lﬂ Federal distxict court

challenging the constitutionality o£ the government s surveillance of

eivie and community groups in. the Chioagc area (Peward 1977).

\

The BGA‘s suit asks the Federal d strict court to enjoin the further

use of pOllCE spies against indiVLduals and gfoups who are not suspected

- of eriminal conduct cruoxal goal of the lawsuit is to establish ie-

gally enrorceable guidelines for the use" ef police Lnformants avd thev

colle tion of intelligence data.

The BGA-ACLU BPI suit was not ‘the-first legal chellenge to the
Chicago Police Department s intelligence operatioe.b In. late 1974, a suit

conéesting the legality of police spylng was*filed by the Alliaﬂce to

Eﬁd Repressxon, a coalition oﬁ’communicy groupe, The Alliance had for - fi”fl
'years been collecting informetian from varieus cit 1zens organizations e

“ about -the Police Departmeet s Security Jection, the name tben used for R

the "Red Squad "

" The BGA and otber groups flied suzt almost a year later, in October

jof 1975, on behaln of ld or&anizations and 17 1ndividuals who had been.

the targets ex pollce spylng. Since the BGA-ACLU BPI case has been cer=.

ﬁ tified- as: a clase action, the named plaintlffs are al’owed to repnesent
%}all Chlcago-area victims of domestlc 1ntelligenee abuses.‘ The new case -
,bes expanded tHe list of defen&ante damed in the Alliance case ‘to' include '
'if;not enly the Chidago Police Department but the Fede*ei Bureau of Investi-

t,gatian and U s. Military Intelliaence as well., Both lawsuits have been

- consolidated for. dzscovery--che court procedure which allows one sxde to‘

obtaln evidence theiﬁ adversaty has in its pOSSESSion.

The proceSs &F diSCOVery has prOVed to be both massive and complex.

| ‘vSome 112,590 index oarde have been produted and photocopied since the

suit was filed. At the same time, a similar number of- additional cares
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‘were "’urged" by *ne Police Depazﬁment when it learned that the 1awsuit -

" and organizations, it appears that information was gathexed oﬁ more ‘than SR
vvﬂrory, inspection, and copyiné of the source document filns underlying th
T3ae,600 pages of documents. Files on seleeted persons and’ organizatmons

' tiave been designatnd for ghotocopying and detailed evaluation. The eval-

i'uation prog cess in:olves more than a dozen law students and undergraduates,”/
P anw”two paralegal supervisorse The files ‘are now being studied thh the

'3 trial.

of religious, professional, eivil rights, and political groups. The files =~

wholesale invasion of privacy of so many cxtizens, do not- coneernvactual

'or potential crimes or civil disorders, but instead foeus on cztil

“Will ever be known._ The POLL”E Department has admitted to destroying

to disc}o sire of Lts Lntelligence activities. When BGA requested a list

wonld be - fileﬁ.' Even after ailowing for mulLiple cards on some personsrx/i»~

100,000 citizens, ihe BGA has alao seeured court orders for the inven-

index cards.'/”hese zles--at 1east the ones the Po]ice ﬂepartment admits

possessznaaaconsist of five interrelated filing systems containing about SO vi'f

nelpvof ‘the groups ehat were ‘their targets, ro develop evzdence for. the

: The index uards and documents reveal that the information, gathered

b by the Security %ection over a period of mere than 40 years, is almost

iformly CQnoerned with lawful eocial and politioai setivity. The police;
files are’ little more than a detailed chronicle of the. daily activities

contain membership and mai’ing lists, organizational plans, and informa-'

o t101 concerning the target. groups' financial support. ‘There 1is virtually
',nothlng in the hundreds of thousands of pages of documents that reveals

‘any valid layuenforcement purpose for the massive Lﬂtelligence opetation.

The data, gatnered at great public exnense and at the greater cost of

thlty that is entirely peaceful lawful and Ponstit i ai‘ytprotected.

The groups that found themselvns the taryet of o?ice spying did
hiave one thing in eowmon., At one time or another, they opposed the pol;-yi,,

- cies of City Hall. '7%5ui *',, fz T AR SR _ o

Unfortunately, it is unli&ely ‘that the full ‘extent. of pOche spVLng ‘

tmany of its files béfore iegal action begae And destruction of docy=-

ments’ is by nO»meana _the only aspeht of the City s reluctance tO\Submlt




o tpeatedly been, forced to publlcly Justlfy police tactxos that Lngieded ‘the

,;of the organlzatxons on whxch separate, numbered sou-” 3/
had been compiled, the Clty maxntaxned for weekq that ;o‘sugh llsL,could :
* be found and. rhat they ﬁoubred it existed But when the BFA,inventoried

" the flle roOm, a ccpy of- the 113t was found in the bacW'of a frle drawer.

'The_ltst indxc@ted that 119, organxzatlons had been made the subJect of
- soorce‘doeohent files,‘covnrxng wxde cross section oﬁ cxvic and politi--”'?
cal. activity. It revealca that a lee had been opened Oﬂ HGA (#642)Jep-'
proxlmately 30 years ago The file Ltself however, xs gonew-one of thoee—h
'purged after the lawsuit was inxtiated The Clty also ciaims to have bE'

'~stroyedelts lrsts of Lnformers and the raporte that recorded who h@d acw‘ff

Lo

"~ ‘cess to the Security Sectxon leeeg,w,

, Because the pollce delxberatelj destrtyed meortant recordq, the ;-*
City nas Gu fered a maJor legal set~back The Federal dlgtrlct court |
Judge hearlng the case issued an order that requ;res the clty o prove
'that ”agent provocateur" actxv;tvwdid ROt take place7

S o ; R - T 4

‘*,'ngalléction andﬂPubliciEducatlonb‘

Througb Lts lztlgatxon, the BGA has be& ”able to keep the 

vééue of ‘vﬁ;;‘ j{jﬁ
police spylng ‘on’ the publlc agenda by teleaszng new 1nxormat10n as it |
becomes avallable to the plaintiffs and thexr attorney ‘ As a result, g
z tﬁe poelice Department s internal lees have flnally been opened to publxc/
v sa*utlnyu Police and czty offxcxals have ot been aole to Smely “stone-

wall" and let thP initial cries e; odtrage subside. Otflcxals have re= f-

. use of Lllegal wxretaps and burglarles against LndLVLduals and’ gr0ups whoi

‘had ‘done nothing more Lhan exercise thexr constitutional rights. Despztefex”?éw
‘the Poliﬁe Supérlntendent s adamant rérusal to admxt that any wrongdoxng
“aecurred,. the picture that has emerged from the Pollce Department s own.
files haS‘convxnced many citizens that” pOche surVellten&h is- partisan,
fxnanciaily wasteful and constxtutxonally unten«b

An example of how the BGA has effeCtLvely used prevxously secret in=

formatlon to educate publlc opznloﬁ Was recently demonstrated in a. serleg B
.of articles in the Chieago Trlbune (Mullen aud Neubauer, 1977) Basxng

their account on’ documents obtaxned bv ‘the plazntlffs in tbe BGA suit,?;;

-
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feporters Wliixem Mullen and " Chuek.“eubauer graphrcally Lllustrated how’

the Police Depertment s rntellrgence Unit had been used politrcally to

spy on theee who ersagreed with the pclroxes of City Hall For example,‘

Neubauerkand Mullen reported that one target of “tHe" Police Department s

jaurvexllance operation was the Community Renewal Society, an affrlrate =

of the Unlted Church of Christ. Police reports accused the organization
of attemptrng to "seCUre a polrtical and/orx soc1a1 revolution in the
United States" at a tlme whent the Socievy's Board of Directors included .-

many of the cxty s most prominent busrneasmen, lawyere and clergymen.v

" The Board of Directors anluded the president of Commonwealth Edrson and

the esxecitive dlrectormof the American Bar Foundation as well as the pres-

ident of the Church Federation of Greater Chicago. Indeed,'those‘aﬁfili-

ated with the organization included some of thefMayor's most active sup-

porters,

Clearly, the,Community‘Renewal Society did not hecome‘a target of

police surveillance beeauee of its revolutionary goals but‘ratﬁer'because

Cits staff htd dlsagreed with the city administration over the future

course of the city's $37 million Model Cities Program.} The police reports,

in faet, refer to the Model Clties dispute and note that the Society

has "goals dlametricolly opposed to the- Admlnlstratlon.

- The Neubeuer anovnu len artlcles have offered the flrst firm docu~
mentary proof thetepolice spylng was a pollttcalvpgerationva;med at ‘the
cxty admlnistration s pOlltL"al opponents. In addition to the-ﬂnmmunity‘

Renewal Society, several candidates for publlc office, opposing the Cook

3@i4County Democratic party, became the targets of police surveillance. Can-

vdxdates seeking election to the City Counc;l School Board pres:dency,

and Unleed States Congres< became the subJects of polrce dossiers. - To',
comﬂound Lhe tarm done, the information compxled by the Police Department
was sometimes lorwareed to Federal agencres such as the Internal Revenue

Service, the ClVll b\rvrce Commlssxon, and the ‘State Department

" The diSClOSUIe of thEb abuses has generated a public outcry ror

"reform £rom bueinessmen and eivie groups as well as community activists.

For: the first time in Chicago, suopert for fundamental reform of polrce

practices seems to be found throughout ‘the polr tical spectrum. And there
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is some Lndicatlon that che mountlng publxc pressure for reform is havxng
an effect

_of promxnenc c1tlzens to audit polxce Lntelllgence files,: It is the flrst

Lndldatxon, though a meager one,. that City offlcxals understand tuat thelr '

contlnued denials of wrongdoing are an Lnsuff1c1e1t ”esponse to the demands
for | reform. In addition, the pending lawsuxt, whxch allows scrutiny. of
polﬁce intelligence operatlnﬁq as a result of the Court's discovery orders,

o has sharply cur talled the meroper conduct--at least in the short run.

_The ultlmate seccess of reform is still uncertain. The City main-

talns that whlle "excesses" may have occurred, nothing" 1llegal was done.

Im fact, the Clty still off1cxa11y takes . tne ‘position that it should be

dllOWed to epy on lawyers who sue the Cxty : The flnal measure of success

'w111 be whether legally enforceable regulatlons can be meosed on pollce

Lntellxgence actxvxty, whether by injunction, by consent degree, or by

leglslatxon. Leglslatlon-to require police agenCLes to presPnt-evxdence

SufflCLent to ‘support a ''reasonable SUSPICLOH" of criminal actlvity be—

fore groups could be gpied upon was introduced in the IllanlS General .

Assembly. The bill passed the House but was rejected by the Illinois

‘Senate's Judiciafy‘Committee‘ The bill was said to have been defeated

through the lobbying efforts of the Chicago Democratlc Organxzatlon

o("Poche-spylng curb rejected by Senate Unit," Chlcago Trn.bume.i June 19,
1977).,
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Appendix A

ANNOTATED BIBLIOGRAPHY

The following books represent useful sources in the field of investi-
gative research not already cited in the text of the handbook. Thé reader
is encouraged to examine them to obtain additional case materials and

methods to those described here.

Anderson, David and Benjaminson, Peter., Investigative Reportmng.
Bloomington: Indiana University Press, 1976.
A thorough book on techniques of investigative journalism.

- The section on scurces covers: public and private records,
zoning, land use and property tax documents, as well as court
and police records. Emphasis is placed on where to find records
and what they can include. The section on techniques includes
tips on writing, getting the most effect from a story and other

- helpful comments, Several case studies are included at the end
of the book--these are reprints of completed investigative work.
The 1974 BGA/Chicago Tribune story on patronage is included

among the case examples. ,

Copple, Neale, Depth Reporting. Prentice Hall, Inc., Englewood
Cliffs, N.J., 1964,
This book focuses on organization and writing of investlgat1Ve
stories. - The work includes a history of depth reporting and
tips on planning research, organization and writing these

- 'stories.’ There is less emphasis on how to do research and more

on writing stories. There is a bibliography of general sources
for various subject matter in the back--the purpose being to
give a journalist easy access to background information.

Downie, ‘Leonard Jr. The New Muckrakers: An Inside Look at American
. Investigative Reporters,- Washlngton, D, C., New Republxc Book
Co., 1976.
A popular’ account of the famous investigative journallsts of .
today~--focusing on how they work and what they work on. It
‘talks about the new in-depth method  that includes interviews
and use of records, thh some tips on technlques.

Dygert, James. The Investlgatxve Journallst: Folk Heroes of a New
Era., ' New York: Prentice Hall, 1976.
An account of how investigative reporters do their work. There.
is a "how-to" section focusing sn analysis of records, inter-
//viewing, and specific inVestmgative technlques.
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In addition, the teadez is referred to "Newsleads" (Investigative Jour-

nalism Program, 321 So. Beverly Dr., Suite W, Beverly Hills, Calif.), a f'

periodical containing the most up-to-date developments and insights on
- investigative reporting. The reader might also find SRI International's

Analysis and Bibliograghg of the LLterature on Corrugtion (Menlo Park:
SRI International, 1978) of interest '
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© BY-LAWS

“of the
BETTER C()V_ERNMENT ASSOCIATION, NG,
Ar’ticlei - Name .

. The name of thls organlzation :shall be BETTER GOVERNMENT
ASS OLIAIION INC

Article IT - Objects

The obJects of this organization are (a) To promote respect
for law~ (b) To support public officials in the rightful performance
of their duties; and (c) To act as a watchdog agency over waste, ineffic-
iency, and corruption in government, This organization shall not partici-
pate in, or intervene in, any polltical campaign on behalf of any candldate
for public office, ineludlng the rating or endorsement of candldates.

Artlcle III - Membership"

3 All persons. without regard to race, sex, religious or
polltical affiliations who sympathize with the objects of this organization
shall be eligible for membershlp.' Corporatzons shall also be eligible.

' 2, The Board of Trustees may establish membership claesifications,'
and fix -the amount of membership dues for each class, - .

“Article IV - Board of Trusteessv

| ‘1. The Board of Trustees shall consist of not less than nine nor
~mere than twenty-five members. At each annual meering, the Board of Trustees Lo
"~ 'shall elect one-third of its members for: a term of three years.

« , 2. The Board of Trustees. at its annual meeting, shall determine
" the basic program of the organization for the year, adopt a budget, and elect
the Chairman and Vice Chairman of :he Board of Trustees from among its members, -
3. The annual meeting of the Board of Trustees shall be held on a
date and at a time and place to be determined jointly k. the Chairman of the
Board of Trustees and the President. “he Board may, by reso;ution, ‘provide: -
~for additional regular meetimgs. A speclal meeting of the Board may be called
at any time by the Chairman or by any five Trustees, Written notice of all

~meetings of the Board of Trustees shall be issued to each Trustee,. stating the .

date, time and place of the meeting, and the purpose thereof, not ‘less :han
seventy-two hours preceding the meeting. At all meetings of the Board, a
majority of the Board shall constitute a quorum; provided that, if the Board
exceeds thlrteen members, ‘seven shall constltute a ‘quorum,. ..
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4, Vaconcies arising in the Board of Trustees, or in the oltige

- vf Chairman or Vice Chairman shall be filled at any regular or speeial meet-

ing of the Buard of 'lrustees by a majority vote of all Trustces, who, if°
mable to. be present, may indicate their vote by letter delivered to the
Chairman or Vice Chairman, as the case may be, before the time of the regular
or spocial meeting, Persons to fill vacancies on the Board shall be nominated

by a Nominating Committee appointed by the President. Names of pefsons'pLOposed
for election will be furnished to all Trustees 30 days prior to the prcposea '
' election. : ;

5. The Board of Trustees, upon the recommendation of the Board of
Directors, shall employ an Executive Director who shall be in charge of the
Association's headquarcers, shall be responsible for the implementation of the

'~ program, and the policies of the Association, employ and supervise personnel,

‘and perform such other duties as may be assigned to him by the Board. of Trustves
and ‘the Board of Directors.» . :

Article V - Board of Dlrectors

1. The Board of Directors shall consist of not lees “than twelve

. nor more than forty-eight, and shall include the President, Secretary, and

Treasurer (or Secretary-Ireasurer) ‘Members of the Board of’ Directors shall

be elected for three year terms, one-third to be elected each year at the
meeting in January, Interim vacancies on the Board of Directors shall be .~
filled for the unexpired terms at any regular or special meeting of the Board
of Directors by a majority vote of all Directors, who, if unable to be present,

may indicate their vote by letter delivered to the President or Vice Presidemt, -

as the case may be, before the time of the regular or specizl meeting. Persons -
to £ill vacancies on the Boaré shall he nominated by a Nominating Committee
appointed by the President. Names of persons proposed for election will be

, furnished to all Directars ar the regular meeting precedxng the time uf elertlun.'

2, The Board of Dlrectors shall pursue the basic- program of the
organization and decide all questions’ of policy arising hstween meetings of
the Board of Trustees, The Board of. Directors shall B guch other powers

and duties as may be delegated to it by the Board of Trustees.' A copy of the
“minutes of each meeting of the Board of Directors' shall be sent tao each member

of the Board of Directors and Board of Trustees.

3.1 Prior to each. annual meeting of the Board of Trustees, the : ;
Board of Directors shall prepare for the Board of Trustees a recommended basic
program for the coming year, and a. ”ecommended budget,

4, The Board of Darectors shall meec, followxng the annual meeting

At this meeting, the Board of Directors shall, by resolution, provide for
additional regular meecings. A Speeial meeting of the Board of Directors may

be called at any time by . the President or by any five Directors. Written notice
‘of all meetings of the Board of Directors shall be issued to each Director not

less than seveﬂty-two hours precedlng the meeting, and shall set forth the‘date,

. time, placey and ‘purpose of the meeting. At the meetlngs of the Board of
'Dxreccora, seven shall constltute a qucrum.
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, Article VIV-LO£ficeis.

1,“ The of‘icers of the: Associaticn shal’ consist of a Chairman “and

N Vice Chairman of the Board of Trustees, 2a Presideﬁt Vice President, Secretary

and Treasurer (or Secretary-Treasurer). The ?reﬁident shall be ex afficio a-

" member of the Board of Trustees., In additiom the Board of Trustees may create
-~ such other offices as the Board may deem necessary. Officers shall serve for
one year commencing on the date of the regular Board of Directors meeting in -
December of each year, and until thair spuccessors have been eiected.

- 2, The President shall pfeaide at meetings of the Board of Directorsg'/A
The duties of the officers shall bﬂ ag their titles, by general usage, inﬂitatp
and such as are rpquired by law. ‘ : ,

Artiele VII -~ Commictees

1. Cummitte°3umay be created fra; Elme to time by the Baard of

2, At committee mcetinga, a majority shall comstitute a qubrum. S
' except that when a comm;ttee ccnsists of more ‘than nine memners, five shall
constitute a quorum, ' : :

Article'VIII - Procedure

: All questions of parliamentary grocedure shal; be aetcled according
;to Robert's Rules of Order, Revised, whenever such rules are not inconsistent
,-with the By~Laws of this organization. ; S . , %

Article IX -'Eiscal Year

(The fiscal year shal1 be fram the firat day of Decemberﬂgyrough the ;;;;
‘last day of November of the succeeding year.) A financial audit 6f the books =
and records by a certified public accoantant s’la:ama‘hy the Board nf Trustees

 ksha1l be made each year. . o7

Article &/- Amendments J%ﬁT;

/

These By~Laws may bp/amended at agv~regu1ar or special mceting of i
‘the Board of Trustees, by a ‘vote of two-thitds of the members present, provided
that a notice in writing of the proposed amendment is mailed o each member of *
‘the Board of Trustees at least two weeks in advance of such m&eting, and pro-
‘vided that the amendment is concurred in by thF Board of Directors after simzcar :
notice. : _ .
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BGA BUDGET i

:v' In05me.. o _ }

‘,aiff:yl";%'?MemberShlp Contryhutlons

_Directors Duas | n

‘M;hbershxpxluncheonsi
' :vInt¢:est & L;vzdends
»Royaltles '
Beneflt

Total Income

] Expenses'

' anroll Tax Expense o

SR o : Pensxon Expensa

' Insurance ?%iwu@m;ﬁim
. Admxnlstzatlve Staff Expense
”'Investzgatlve Program Expenae

VﬁyMembex Promotxen

Intern Expense |
 0f£ice Expgnse’

Rent & Utilitfes
Telephone” _
POStagev
 Library

'Prufessxonal Servxcea

e -'Bbards & Cammxttqgs ’

vMembers LUﬂCheon ,,;;gﬁff‘."“

}»évarhead transferred to Counsel PrOgram.'

;ﬁ"ﬁf?# L Regular Pr@gram

Salazzes

fotal Expenaes
Tatal All Programi s

108

Regular Prcgcam == 1977 .

Excess ;acome or {Expenses) -

$263,7G6

4,800
4,800

600

120

20,000

1$300,026
$ 8,400

7,200
8,400
3,600

19,000

118,000
5,000

10,500

20,000
6,000

 3,600'

- 6,000
3 600'

‘(17 5/*3”') ‘
'F:$108 300

173,250

$281,550
$397,050

T

$ 18,476




vgﬁﬁﬁserPrcgram -;"1g77 R . L

Income:

cranh4*‘; ‘ .,.’ o ’ S 35?00b

BQA Eundlng 4 'v,“,' ,_EQAEQQ,: ;
otal Income S 511 5,500 ¢
ExPenS¢S; | | ‘ g |

Ai aries R e 79, 000

X UZA

YrOll "'ax . e “ R #5‘6 e B R Rt L

Tnsuranﬂe ” _# ”f; v ';‘ 3,200'vl'

MESIRENE gx&kagéxxxﬁ._ AU e 2,000 AR

Prdéfamfsxpense ' *%Q 1,200

Intern Expense . ’ ‘mf S '4';055

offlce Equlpmedt i fg;'  , -fleégg*

Travel .jx D ‘j ¢ -Ha" i4qb ' ‘i PRI
L&tlgatlon Costs ”vxfﬂi 7 :2i§66 ' -

0verhead ,  g_ ‘ S 17,0Q0,' ’ﬁ | L ‘  ;125'

Total Exp@nses - 1$li?3‘;50b
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Depariment of the Treasury

ﬁmﬁema!} C%avcmsu w(..wuce

/"\\ ‘ Date: - : { In repiy refer to:
\ W W™ A o ‘3 10-?'0‘, i R

, ,: Y‘FCZ Rkl l CHI-EO~T70~481
‘ 7 ’l ' : S . S A:F2209:L4
/\)'/\\ -/ _ ‘ > Betier Govermment Associaﬁion, Inc.:

75 East Wacker Drive
Chicago, Illinois 60101

. Gentlemen:
Purn‘osé : Educational
Accoun ving Penoa :md:.ng. November 30

Annual Infomatn.m Return
" Form 990 Required: X Yes " No

Sased on information supplied, and assuming your overations will be
&s stated in your exemption application, we have determined that you
are exenpt from Federal income tax undér section S01(¢)(3) of the

Internal Revenue Code. Any change in your purposes, character, or
mathod of omerau::.on must be reported to us so we may consider the
‘effect of the change on your exempt status. You must glso report
a.ny change in your name and address. ' ‘

" We have Durther detemmed tha.t you are not a private foundation
within the meaning of section 509(2) of the Code because you are an
orgam.zaumn described in section 909(a)(2)

I you are required o file en anmual :.ni‘orma‘alon return Form 990,
c 1t is due on or before the fifteenth day of the :t‘i:.f‘th month after
<he end of your amnual accounting period. Failure to Tile the
Form 990 by this date mey subject you to a penalt ty of $10,00 for
éach dey dwring which such failure continues, —up 0 a maximum of
.,,5 000.

"ou are not req_ulreo. to file Federal income tax returns unless you
are subject to the tax on unrelated business incame under section
511 of the Code, If you arxs subjeot to this tax, you must file an
income tax return on Form $80-T. In this letter we are not determining

" it whether any of your present or proposed activities is unrelated a:a.de

or bus:m»&-ss as defined in section 512 of the Coae.
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You are not liable for Federal unemployment taxes, You are iia‘ble :
for social security taxes only if you have filed waiver of exemption
~ certificates as provided in the Fedexral Insurance Contributions Act,

Donors may deduct contributions to you as provided by section 170
of the Code. Bequests, lezacies, devises, transfers; or gifts o
you or for your use are deductible for Federal estate and gifﬁ
purposes under sections 2055 s,nd 2522 of the Code.

You need an exnployer jdentification nmnber even if you don' t have
any employees, This number is used on all your tax returns and in
- your: correspondence with uhe Interr.al Bevenue Service. '

This deuerm;mauovx is issued with the underst :v.v.nda.np that your organ-
ization has discontinued its political activity waich resulted in the
revocation of your exempt status for years beginning on or after
December 1, 1967. The evidence furnished disclosed that your Board

of Directors voted to discontinwe such activity on November &, 1970

as confirmed in a2 statement from your Executive Director on November
24, 1970. Accordingly, you have amended your Articles of Incorporation
under the date of November 23, 1970 to include the prohibition of
political activity. Therefore, your exemption is being restorad for -
years beginning on or a:t.ar_ Decexber 1, 1970. ‘

This is a deternination latter,
Very tmxly yours, S ,
Lioyd A. Mervine : S
Acting District Director
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NVESTIGATIVE GUIDELINES
(As AdOpted May 16 1978)

Areas of Investigation. The Better Government Association is a nom-par-

tisan citizens “watchdog" and 2ducational orgamization. It is dedicated

to promoting efficient utilization of tax dollars and high standards of

public service. The BGA will investigate waste, inuffisiency, and cor~=

ruption at all levels of gbvernment'in Illinois.

Priorityv and Depth of Investigation. Concentration will be in areas of

maximum savings to taxpayers, and where fegulation affects the most people.
Although there are exceptions, the BGA is generally more concerned with a.

- pattern of waste, inefficiency and corruption than with an individual oc~

curance. Priority will be given to investigations of public officials
who use their offices for the enrichment of themselves and their as-

sociates. Particular emphasis will be placed on those officials most re-

sponsible for setting and implementing public policy. All.investigétions

w&ll be thorough, profe551onal and conducted in .an ethlcal manner. In

_everv instance 1nvest1gat10ns will be even-handed and, whenever possmble,
the agency or individual being 1nvest1gated will be informed and glven an

, oppaftunity to reépond prior to public disclosure.

Selection of Media: The BGA will work with reporters who come to the

Assoc1atlon with a story or an investigative progect. Vhen an investiga-

,tlon is generated by tne BGA, medla will be chosen on a rotaglng ba51s,

with welght glven to spec1al areas of experience and maximum impact.
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Manner of Reporting. BGA investigations will be given maximum public ex-

‘posure in order to educate the public regarding their government. Once an

'investigation has begun with a particular news medium, all information de-

velopedgthrough>that inveétigation will be the "exclusive” property of the
cooperating medium until such time as it is published. At that time the
BGA'will confirm this information to other interested media.

Follow - through. The BGA Wwill determine and recommend the appropriate

corrective measures thrbugh judicial,‘legislative or administrative‘action.
The BGA‘will‘cooperate with all law enforcement officials when there is a
violation or possible violatiqn‘éf the law. BGA staff members will testify
at legal proceedings and at officiai coﬁmittee and commission hearings

when it is appropriate. Where the facts indicate a need, ;he BGA will
issue‘a_report containing a synopsis of our findings and Cohclnsions

drawn from the information gemerated in a particular investigation.

_Approval and Review. The Chief Investigator will maintain a file of

ptopbsed, current, and completed investigations and their status. The
Investigative Committee will determine the overall investigative policies.
Impleﬁentation”of these policies will be the responsibility of the Ex-

ecutive Director or, in his‘absence} the Chief Investigator.
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Appendix C

'SAMPLE OF A BGA WHITE PAPER:

THE MIRAGE: A REPORT

ON THE FIX IN CHICAGO

Prepared by the staff of

The Better Government Assoclation
230 N, Michigan Ave,

Chicago, lllinois 60601

February 1978
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THE MIRAGE: A REPORT ON THE FIX IN CHICAGO"

, Background‘

For many years the BGA has received complaints from small businesses.
Those complaints have related a story of petty corruption, harassment and
malfeasance by government inspectors whose actions cause serious harm to

small businessmen and to the general public as well,

Tales of extortion and other officiel misdeeds are, of course, not
new in Chicago. In fact, a growing number of public‘officials have been
prosecuted for official corruption in recent years. Yet, thenrunors of
a pervaSive system of graft have remained undocumented, Those who are
more than willing to report corruption to the BGA are unwilling to make
the same repofts to city officials. Perhaps their feluctance,ie under-
standable, Not knowing the full exeent of official cofruption and being
vulnerable to even greater. harassment by city inspeccors, small business-
men mlght well fail to report corruption due to their fear of reprxsal ‘
from City Hell

Most complaints about city inspeccore concefn the enforcement of
Chicago's Building Code, an 800 page document that menyvobsefvers report
is both overly complex and antiquated. Businessmen have frequently as-
serted that the CodeICOngains many ambiguous provisions and that inspec-

tors have a great deal of‘discretion in their enforcement responsibilities.

To be sure, @& ‘thost of. Lnspectors are employed by the clty and the
state to enforce the Building Code and other city and state regulations.
Building, pluntbing, ventxlatlon andveleotrzcal Lnspectors enforce various
provisions of the Building Code, Food,'environmental control;neleVator;'
refrigeration end public ways (streets) inspectors enforce other munioipal

regulations.

*Edited-bvaRI Internetional.
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Critics have maintained that many inspectors are poorly traiﬁed and
lack the skills necessary to do their joby adequately. Others contend
that several inspectors deliberately enforce regulations in an arbitrary

“and capricious manner, And still others state that the city's inspection
efforts are designed ﬁo extort money from businessmen and others subject

to the regulatory provisions of the City Code.

Consequently, with reports of corruption and abuses by city inspec-
tors increasing, the BGA, working with the Chicago Sun-Times, decided to
provide a firsthand account of what it is like to be a small businessman
ir Chicago, To determine if Chicago did indeed have a pervasive éystem
of graft, the BGA and the néWSpéper became the secret owners and operators
of a small business of their own--a neighborhood tavern. CBS's "60 Min-
utes' later covered the story.for a nation-wide sudience, interviewing

_the principal characters in the investigation.

The tavern, named the Mirage and located at 731 North'Wells Street
in Chlcago, was operated for four months by BGA investigators and Sun-
Times reporters, During the late summer and autumn of 1977, the BGA and
the Sun-Times demonstrated in graphic photos and conversations how Chi-
cago is truly "the city that works," but only for those who. know the rules

_and are able co pay the price,

As a result of the BGA and Sun-Times unprecedented, inside look at

corruption, the investigation's major findings revealed that:

e Several city inspectors routinely ignored the city health and
safety codes for payoffs ranging from $10 to $100.

e Private contractors sometimes acted as payoff lntermedxarles
for city inspectors afraid to accept illegal gifts from.
strangers,

e« Several accountants and tax preparetrs specxalxzed in illegally
keeping two sets of books and sold their servxces to small
businessmen,

) Vending machine distributors skimmed cash off the top of'their
weekly collections from pinball and other amusement machines.

e State liquor inspectors shook down tavern owners and demanded:
,whatever was in a tavern's cash register in return for their
silence about liquor law violations,:
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It Was All a Mirage” S

Tasn

It louked like any neighborhood tavern in Chicago, but theAMirege'
was never quite what it seemed to th> casual customer. The bartendete
were reporters and investigators, The repairmen vere. Sun-Times photog-
raphers or CBS fGO Minutes" cameramen. The bartenders kept going out of
sight to write and dictate the hundreds of pages of detailed notes on
which the inﬁeStigatioﬁ would be based. The photogcaphers and cameramen
were hidden in e loft at the rear of the ﬁixage They carried their cam-
eras in tool kits and added visual documentation to every significant -

event,

The BGA and the Chicago Sun~Time developed guidelines to ensure that
the Mirage investigatlon stayed within legal and ethical boundaries'

° Investigators and reporters were careful to always abide by

~ state entrapment laWS. No one was entrapped at the Mirage,

e Whenever a law was borken, it was reported immediatelv ‘to the
Illinois Department of Law Enforcement,

e The Mirage, while it kept six fraudulent sets of books,,used
~‘a geventh and honest set to - pay its taxes. :

e All illegal gifts of money were returned although the origi-
nal cash and checks were saved for ev1dence_»

The Paydff Perade;

The Mirage received 12 iuspectious Byﬂlocal‘and state officials,
- Six inspectors ignored gross health and safety hazards for cash payoffs
ranging from $10 to $100, T The remainer were negligent'at no charge,.

And, there was certainly a lot to be negligent about.

The BGA and the Sun-Times hired an architect of Dearborn Assocxates
~of Chicago to cetalogue the health and safety vxolations in the Mirage.-

He found an inordinate amount - of exposed wiring, that the walls were

This account is based on BGA files” and the 25-part series by. Pame’a Zekman
and Zay N, Smith which began on January 8, 1978 in the Ghicago Sun-Times,

1a
The six inspectors included: one city fire inspector, one building in~
spector, one ventilation inspector, one plumbing 1nspector and two state
liquor control inspectors._: :

o
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covered w1th inflammable materials, and that ‘the floorlng was rottlng and

" the ceiling was losxng large chunks of plaster In all, the BGA and the
Sun-Times ‘found 33 serious health and safety code vxolations "That was

- 33 more vxolatlons than the city and state llcenSLng Lnspectors ever found

The cxty LmSpection process was "smoothgd” by a Chlcago business

broker who would act as-an Lntermedxary ‘between the erage owners and the

: government Lnspectors. The broker's card and $10 to $100 in an enveloge'

meant a no-hassle inspection. The Mirage'first'met the broker while shop~

ping for a tavern and he lost no time in gettlng down to bus;ness. He

;gave the Mirage a civics lesson in government by envelope4 ;“Don t worry

about a thing,' Barasch said, referrlng to the Lnspeetors. "I'11 walk

you right through.'" - The day before the first chen ing lnspectlon was to

‘take place, Barusch called the Mirage. "The fire lnspector will be there

at 10 a,m.," he said.- "You leave a’ ten-°pot in an envelope and give it

to him w1th my card,"

A Cthago fxre Lnspector arrlved at the erage at 10 10 a,m, in his

Ford statlon wagon, He made only a cursory Lnspectlon of the bar,  He-

~ never went in the Hirage s basement, which was fllree,thh trash and'junk,

exposed elecngxcal wiring, and a decrepit ceiling. He did reach across

the bar»fof a small white enVelope with 310 ihside,"ﬁe slid the envelope

in hie‘pile ofbinspectioh papers; "Beautiful=dey," he said asebe/iefe
v The Mxrage later told the broker that the D rf to the fire lnspector
had happened just-as he had arfanged de “He said, See, I saved you all

kinds of money that way g

A boxldlngcxn ﬁof was involved in ‘the Mxrage s second payoff, It

would have cost thousands of dollars to have fixed the erage s structural

’problems, but the Mxrage learned that it could fix a bumldxng Lnspector
~for $15 instead

"The buxldlng Lnspector, ht'll be in there some tlme Thursday between

nine and twelve," the broker saxd ~MPut $15 in an envelope "

R The buxld;ng Lnsg COr came to the MLrage shortly after 11 a,. m. on.
July 28. He made-a quxck tour of the erage, asklng only that the- bath-

room fans. be foed That was the end of the inspection, except for some
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,‘specxal paperwork when the bulldxng inspector . pocketed hlS $1S envelope

and left without a word, The MLragﬂ had passed its bu11dLDg ‘inspection,

When the broker was informed tha; the bu11d1ng~inspectdr had looked

the other way, he said, ""He could have made'veu'tear ‘all that stuff out,.

It could have cost you $1,500. So for. $15° 1 saved you $1,500."

Others would qULckly voluntfer as payoff go-betweens for the city
Lnspectors The Mirage discovered this payoff system when it xnstallgﬁ’

a washroom urinal w1:hout a city permit, Construction. cOntractors would,

as ‘part of routlﬁe bu:xness, act as conduxts for Lllegal brxbea to’ lnspec-

tors.

"As long as the JOb is. done half rlght," advised a $26 868 plumbing-

: lnspector, the Mirage could 1nstal1 the wa:hroom urlnal without a city

permit. (It was the Lnapector who auggested‘dOLQg che,wquwﬂxthout a

permit.)

The erage conCacted a plumblng contractor recommended by the LnSpec-

tor, ‘the owner sald "This kind of 30b would ordxnarxly requxre a permlt

But since...called, I know we won t have to. get one,.,This way I'11 be

able to save you some money. = But I'11l have to talk co...and see how much‘

“he wants,"

The plumbing contractorvpresented the Mirage wifh a $375 bill for in-

stalling the urinal, and the bill inclqded‘a_$50 payoff to the city'plumb-"

ing inspector, The contractor did the megotiating, carriédvthe cash, and

handled the payoff;‘ Ha appafently‘consideted it part of his job. The in-
- spector later acknowledged receipt offthe:$50."' :

Close it Down or Shake it Down

The state quuor Lnspector saLd he might have to close down the Mia'

rage, the violations were that serious, But then he grlnned he wasn't

going to close down the MLrage, he was POLng to shake it down.

_The shakedown lasted almost 30 m1nute= and ended with a'QJO payorf
The Lnspector took the money, forgot about the illegal liquor bottles he.

spotted from retail liquor stores, and left the Mirage with some free
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advxce. ""You should keep $50 in your pocket S0 Lf Lhe police come 1n, or
anybody else comes in, you have some ready money to pay them off thh '

" he sald

Ihe Wirage'saLargeet Payoff e 53‘T>i'hxmlt”””“fﬂ~w*

;;d: o o For axlowing the. Mirage to install an Lllegal ventllatxon sysfem ia »
- " the makeshift kxtchen of the Cavern, the cxty ventllacion LnspeCCGr de-'”w
. manded g $100 payoff It was the steepest payoff in the Mirage's short
‘ -existence. ‘But. the $100 lepped to the ventilation inspector through a- »
zfm ‘ - -terd _party allowed the MLrage to forget about the $2,000 needed to do the y
- ventilatxon job: properxy As a resulr, a serious flre hazard was permlc:ed’
- '; to remaxn uncorrehted (To avoid the possibility’ of a flre, the BGA de

not.uee.chelrxtchen )

Hﬁre too, a contractor would act as an-intermediary in the payoff
A;xfthree partxes--the Mirage s owners, the Lnapector and the contractor .
,/b red by the MLrage to. Lnstall a new ventllatxon aystem--negotxated the
7ffeeal Afcer the ooncractor completed th work ~which did not compI" with
the cxty code, he submltted hls bill. In recurn, he ‘was. gLVen a check for
: $342 90 for labor and macerlals--and $100 in cash for the Lnspector. They'
ventxlation Lnspector later confirmed to the erage s owner thac he re-

eeived the cash,

: Negllgence at No Charge

Not all thy Lnspectors who came into the Mxrage sought Lllegal pay-
offs, some ware meraly neglxgent at no ch;rge Chlcago taxpayers -spend

more than $15 millxon a year on salar;es for Lnspectora who are supposed

‘to keep busxness establyis hments sanxtary and . safe, thle many close their
_eyes o poLentLally fatal hazards for a pr1ce, others Just seem to walk :

"yq«around axmlessly, as they collect a paycheck from the taxpayers every week

ijéér’o g KgQ Two of those paople were the health Lnspectons that _came to. the Mirage,

They Just wandered around for a few mlnutes; careful not to step on the

N cockroa#hes, and gave the place a pass. They Lgnored filth. They ignored L
'code v;olatlons Neither: .set” foot in the erage 5 basement, a place s0 ,;*

foul eVen the vermin seemed to be dying.
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-ﬁrf'"Go ahead‘and open,"bsaxd the c1ty he&lth ins pecror wha ‘had Just fxn- '

lshed inspectlng the erage s two” washroome from a dxstance of 20 feet

If he had Ventured clcser, he mlght “have ndtlced that the washroem ventila-

tion system was not up to code. “The washroom alr,‘xnstead qr bexng ex=
hausted dLreCtly outside. the buxldxng as quULred pdssed through Lhe

tchen end Lnto the tavern

"We can bend the rules a little," said. another’healthfinsbector; In

fact, he could bend the- rules a lot; he did not mark down a sxngle code

violation when he fxlled out hls report--it read "Premises Clean "o

A 525 812—a-year cxty'electrlcal'Lnspector, laughed off every safety

hezard and had a loke for every code vLolation he saw.

The people of Chxcago spend more- than $2 3 lellon each year in ssld-

rles for theirx electrical safety The BGA and the Sun-TLmes asked Chicago's

chief electrrca1 insp ccor, for hls reactxon to an inspector who w0u1d laugh"

off code violations. "It woulﬂ dlsturb me,“ he sald "iFT were to find

out that he didn't take. any action. That s what he is paid to do. The

naz_reason for his exxstenCe is the electrical safety of the people of Chlcago,"

Vending Mechine'Salesmen Offer Kickbaéks aﬁd Tex-Skimming Sehemes

The nearly two: dozen vendmng machxn@ salesmen 1nterv1ewed by the BGA
and: the Sun-Times: undercover investigators were eager and enthusxastlcr
It was a dlffleulc cesk to choose among them, for most 0£f che salesmen :

offered attracfeve Lnducenents ‘in ‘the form of Lllegal glftsiand tax-

, sklmmxng(g?eratLons. ‘But the Mxrage owners flnally settled on two sales-v
menweﬁo previded the undercover lnvestlgators ‘with 4 reveallng view of

v“helr blatantly Lllegal business practices,

The flrst vendlng machine salesman, a former hlcago polxceman, of-

fered the erage a package deal Herwculd prcv1de the tavern owners thh

c.an Lllegal klckback of $1,200 to accept his vendxng machlnes and "guarantee"

that the tavern would receive its liquor license, He would a1°o recommend

the services 01 a lawyer, a former corporatlon counsel £Jf the Cicy of Chi-

cago, to represent the MLrage Lf any crouble, such as kxllxng, occurred in

the tavernf
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But thexhajor part‘of the‘dealvwaS‘tax‘fraud’ The method suggested‘_
was to trim. the vendtng machlne anome off the top before payxng taxes,
’:The vendor and the tavern would then split the take. For the tWO pxnball B
ﬁmachlnes and the Jukebox installed by this vendor, the skim would begxn L Qﬁﬁ
. at 50%. h

The erage, of. courSe, reported its true anome, neiﬁ’its proper T

taxes, and’ returned aLl of the illegal glﬁtg iz received But during tbP

',investlgatxeﬂ, the skxmmlng egﬁfatlons were allowed to flow in. the natural

course of doxng busxuess in Ghlcago.e;hﬁﬁﬁ,ac ,f*’ ‘4ﬁ;eq,

o
R

eg.fniﬁiding7hb'the Territory

/_5,/'—"'

‘The MLrage owners were qutqb/to find,thatwthere.is an unwritten rule
o in the venﬁlng maehtne baszness One salesman is mot to compete with
‘another, This atrangement is now attragting the attention of Illinois

‘antttruat investlgators.%

The Mirage undercover owners teeted the strength of the rule by sher*

Lng &ts vendxng machine’ busxness w1th ‘more than one salesmant, WHen the»

'salesman who had. installed the. tavern 5 flrst maqhiues 1earned what the

.Mxrage had done, his response was gteéictab‘e‘

"Where’dld yau- get tth foosball?" he asked, ndting the Mirage's new
wmach*ee.-'ﬁﬁ y. did you do this to me? I didn't give ‘you $1,200 so some-

~“?C'%M‘body else could put games in here and take. husxness away from me!"

He even threatened to take 1ega1 actLon agalnst the Mirage. ‘The'
.tavern, he reasoned, ha4d made an agreement When Lt accepted an illegal
"klckback -and tiow the Mxrage had broken that agreement The klckb§¢h~néd”“J'

been. meant to ‘ensure rhat no~competi “a;gyculu be- allowed to Lnstall their

maqhthes,;“~“he.ﬂirage., It wou}d have made an lnferestlng lawsuit,

‘The”Mirege‘weeld encounter other more threatenlng efforts to restrain
. competition inr the vendlng machlne business, The Mitage allowed a vending
. corporation to Lnstall czgarette machlne in the tavern., Despite warnings
;;rvi_ o received from other firms that once one vendtng machine company installed
. its machines in & Iocar:.on6 other companles would stay away, the erage,

,z:eetegt“ﬁﬁb’menthe¢1ater, announced,that‘xt was dissatisfied, ~After




':maybe more, from hlm. 1 don! c care what it takes or hgw mﬁcn I have to i
“'spend. 1’11 offer his accounts $100, $200 SSO*, $1 000, I'll g0 out and

VSC@QLSQ in tax cheeoxng. That cour ﬂe-xﬁcLuaéd ow to Keep two sets of books,
jrhow‘nevhﬁfow'awey'incriminating bxlls ar &-recelpts and how to slide by the -

""Internal Revenue Servxce and the Illxnoxs Depargment of Revenue, This sem=

: collected from the :avern s customets.

27% and 65% of the Mirage's income off Lne top before payxng taxese' As one

fees," The accountants saxd they represented nearly a thous«od taverns

' lelLon each year ‘or the State of Illinois, If 90% of the taverns skim

e A

o

. contactlng several other vendxng mach;ne companxes, the’ MLrage ~0u1d finu

only one *h e ‘Was willzng to replace the first company's macnine wx;h its

T

Y oown., : B ‘,~f . _ '/y;

Tne first compeay s salesman, demapﬁs to'know who his‘competitor was.,
Why did he want to. know, the Mxrage asked7 "Because I'm: Lnterested," he

replxed ”If he: steals this location from me, I°11 steal five locatxons,

take five or ten of his accounts away; And if he s a small busineSSman,
he 11 be out of business," he saxd

The erage relayed: the tnreat to the company that had Lnstalled the

“ new machlne. Thax ”eaiesman was worried so’ he worked out a deal. He

would oay~:ash to the first company for the rlght to do busxness at the

E?’Mxrage.,

. BGA Unmas.-s Widespread Tax Fraud

The BGA and the Sun-Tlmes hired six accountants to help with the bogﬂ-/ .f~*f

ekeeplng at tne MLrage. They specialized in selling tax fraud, Investm*

gators soon learned that it was routine practice for taverns te skim cash

~0ff the top of their anome before payxng taxes.

e

The six accountants unknowxngly pro vided anesrfgators with a special

R

inar on tax cheating taug&t the BGA how to Lllegally pocket the sales tax

The six-accountants hxred by the BGA and thevSun~Times skimmed between
accountant brazenly told us, "Uncle Sam WLll be paying your accounting

in the Chicago area.

These tax skimming operatlons result in a loss of between $16° and $?0
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40% off of their'income, the averagé tax fraud used by the Mirage's six

accountants, the ahnual losses run to the $16 million'levei. The:high es-
ti@ate of the parcentage of taverns participating in the scheme was justia
fied by scores of random interviews that were conducted with tavern owners

and accountants.

"Most of the taverns work it this way," one said. "It's a cash busi=-

ness and you get away with it.'"" No one interviewed by the BGA and the

Sun-Times suggested otherwise,

The tax fraud scheme was a simple one. It worked this way:

s The tavern owner can fraudulently underreport his income by
an arbitrary amount, say 30%, amd adjust this daily income
records accordingly. He subtracts a little here, a little
there, until his business appears to be 30% smaller than it
actually is.

o “Since the tavern owner's records must be consistent with each
other, expense records must be reduced along with the income
records, Therefore, the tavern owner must purchase some items

- for cash and destroy the receipts.

e The owner must transfer the illusion he has created to state
and Federal income tax returns., If the owner cheats, he must
cheat equally on both state and Federal records so that the
auditors will not find an obvious inconsistency,

BGA Recohmends Specific Reforms

In the immediate aftermath of the BGA investigation, Ll city inspec=-
tors were suspended for their activities at the Mirage. Those suspensions

were, of c0urse, a highly superficial response to the deeply rooted prob-

lems of the corruntlon the BGA ldenCLfLed

Consequently,.the BGA recommended that the following stepé be taken

‘to attack the corrupt and negligent practices of city inspectors:

s Mayor Bilandic and the Chicago City Council should create an
Office of Ombudsman to oversee the inspection practices of all
city agencies which are responsible for enforcing provisions
of the city code, The Ombudsman's Office should hear and in-
vestigate complaints about improper inspection practices, and
regularly turn its findings over to local law enforcement and
administrative officials for corrective action., Local busi-:
nesses “should have an official, effective and Lndependent
place to go with problems about public Lnspectlons. LT
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e The Chicago City Council should review and update the city's
building code to eliminate confusing, contradictory, unneces~
sary, and outdated sections. The voluminous code allows for
selective enforcement by city inspectors.  The process of re-
vising the code should occur with t"e maximum involvement of
architects, engineers and other ex) :rt consultants.

e Until the code is revised, city inspectors should reasonably
enforce its provisions to protect the health and welfare of
the citizens of Chicago, The city needs inspectors who will
do their jobs in an honest and efficient manner, Responsible
officials should move swiftly to remOJe inspectors who ;3*1
to do so.. :

e The Cook County State's Atﬁorney should feview all inétances
of bribery and official misconduct that occurred,
The BGA will cooperate in-ahy city investigation of the wrbngdoings we

have revealed,

Tax_Reforms Urged

In the wake of the BGA revelations concerning tax fraud, both state

and city officials responded with proposals for reform. And the need fér,

reform is clearly urgent. In Illinois,‘sales taxes account for one-third

of the state's revenue, yet the Illinois Revenue Director n@ted that thé
state's sales tax system is "the‘weakest.syétem we have.! He calle&-upbn
the state legislatufe to grant him the computérs, auditors and a revamped
sales tax system to help curb the abusés*uncovered'by the BGA. Tax re~
forms were also prbposed by state legislators and independent‘aldermen in

Chicago's City Council.
The BGA recommended that:.

‘e The General Assembly should appropriate funds to substantially
strengthen the Compliance Division of the State Department of
Revenue, Illinois has 30% fewer auditors than Wisconsin, Ohio,
and California per thousand residents, Chicago is allocated
only 20 full#time state revenue investigators.  More funds are
needed to increase state auditing and inspectional capabili-
ties, v ‘ ' - Lo ‘

o The Illinois Department of Revenue must install modern, compu=
terized techniques to ensure the collection of all revenue
owed to the state. A computerized system to cross-check in-
come tax returns with sales tax returns is sorely needed in
Illinois. Inadequate facilities in Illinois permit businesses
to be subjected to an audxt on the average of only once every
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33 years, In Wisconsin, every liquor establishment in the
state is scrutinized for possible fraud once every four years,
A recent study by Arthur Andersen & Co, indicates that the in-
~stallation of $6.6 million in modern facilities would generate
as much as §34.3 million in new revenue by FY 1980, The Gen-
eral Assembly should provide the funds to allow the Department
of Revenue to upgrade its revenue c¢ollection capabilities as
a long-range investment for saving taxpayers' dollars.

s The Governor should create a State Revenue Strike Force, The
Strike Force would bring together state revenue auditors, in-
vestigators, Illinois -Liquor Control Commission staff, and
counsel from the Attorney General's office.to more effectively
coordinate efforts to investigate tax fraud and expedite pros-
ecutions of potential tax cheaters. Present efforts to moni-
tor the collection of Illinois' 26 different sources of reve-
nue involve inadequate administrative coordination and contain
unnecessary overlap and duplication of effort,

¢ The Federal IRS should immediately crack down on tax cheating
by small businesses. One IRS Commissioner estimates that
while individuals pay the Federal government 937 of the tax
dollars they owe, businesses with adjusted gross income under
$10,000 show a compliance rate of only 57%. This massive dis-
‘crepancy shifts the Federal tax burden onto the irdividual
‘taxpayer. The IRS must take strong action to end thlS system
of tax fraud and discrimination,

s State and Federal prosecutors should review all instances of
" misconduct by tax accountants and liquor control inspectors
that occurred at the Mirage. The BGA promised full coopera-
tion with any law enforcement investigation of wrongdolng
revealed

Official Response to the Mirage Investigation

The BGA/Sun-Times investigation generated immediate responses from

Federal, state, and local political officials. The Mayor quickiy suspended

11 cxty employees for their conduct at the Mirage. He also called for team

inspections by clty Lnspectors and the creation of an Offxce of Professional

Review to anestlgate reports of meroprlety He also ordered that the

c1ty s licensing codes be rewrltren to eliminate ambiguous and obsolete

'sectlons.vvChlcago s three Lndependent aldermen rejected portions of the

Mayor's plan and instead urgéd the creation of_an investigating commission

outside‘of City Hall, paralleling the reform proposal of_the'BGA and the

Sun-Times,
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The Governor, as well as Démoctatic'léaders in the state's General
Assembly, proposed reforms to combat sales tax fraud.  One proposal, urged
by 2 State Representative, would establish a l4-member bipartisan pénel to

investigate sales tax abuses. The Illinois Department of Law Enforcement

and the State Revenue Department formed a tax fraud task force to investi-

gate the Mirage disclosures, State and Federal agencies launched a.cdf

operative tax fraud investigation as well,

In the wake of disclosures that amusement machine operators emgaged‘
in anti-competitive practices, ﬁhe Illinois Attorney General renewed an
antitrust investigation of the amusement méchine industry. In addition,
the Illinois Department of Revenue confiscated overv800 improperly li-

censed or unlicensed pinball and jukebox machines throughout the state.
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