November 28, 1960

James M. Landis, Esq.
415 Madison Avenue
New Yorik, lew York

Dear Mr. Landis:s

The amouncement of your selection by the Fresident-
elect to make reccmuendations concerning the repulastory '
ageneles naturally excited ny intercst. Your status &s a
lavyer and yousr past exporiencs &5 a momder of three arencies
assures both depth and cormpetence in your epprosch to the
task. Becausze of my own two ycars! service as Chairman of
the Securitien and Exchange Commission and fifteen additional
years £s8 & relatively active practiticner in the securities

ield {plus fifteen earlier yzars in general practice), I
- feel 1t would not be out of place to paos along 8 few specifie
comments on the organizagtion and prodblens of the SEC, The
comaonts are neither philosophical nor partisan,

First. Under existing practices, the menders of the
Coamisslion have too many matters to pass upon personally.
Paul Rowen, tho last years of whose service corrmesponded with
ny service, occoasionally remarked that the Commisslon had too
nany statutes to administer with too many scctions specifi-
cally recuiring action by the Commission. Unless things have
changed recently, the Commission mupt meet every day, most
days for an agmregate of five hours. HMany things paszed on
by the Coamigsion could Just a3 woll be disposed of by the
- gtaff, e.g. (1) granting acceleration; (2) ordering formal in-
vestigations (in order to activate subpoena pouwer); (3) ore-
dering comiencement of proccedings under Section 8 of the Se-
curitics Act or Scotion 15 or 15A of the Securlties Exchange
Act; (4) granting corders for confidentlal treatment; and (5)

- authorizing eriminal refereaces to the Depertment of Justice,

(wvith possible eppellate procedures under (1) tarough (&)).

The necsssity of bringing a matter to the attention
of the Ccommissilon does malke for more thorough consilderation
by staff merbers since they must be prepared for questions.
toreover, the practice kcepa the Commission well informed of
wvhat io goinz on. But, it has the effect of makiing Comnmis-
sioners espend too much of their time es quasi-steff monbers
and thereby deprives them of time to discuss and implemcnt
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basic policles and prograns. A conscientious Comaissioner
will naturally not act as a rubber stomp when a specific
matier of the above-desceribed nature is brought up for dis-~
cucslen,. When & consclentious Coissioner 1s nultiplied by

five, the tixe consumed by the super-astaff function gets out
of hand,

I eam not prepared from memory to subnit a list of
matters which under the statutes, as written, could or could
not be delegated. It may be that the Comnission has devised
procedures to climinate some of this type of rcutine work.

I 4hiniz, however, tiat a study of the subject, followed if
necessary by a few statutory amendmenta (possibly provision
for rule-making power with respcct to delesation cf adthority)

" could werk wonders. e S ——
, e

L—-"‘”"‘_ Second. I suggest that there is too much duplica-

. tion of work between Wazshincton and the regicnal offices. In
ny visits to regional offices I was impressed by the coupe-
tence of the men in the field., They came up with gound recom-
mendations with respect to investipgations and initiation of
proccedings. Hevertheless, the headquartera office usuelly
nade (and I believe still mokes) an indepcndent study with
reopect to a2 regional office's recoumendation and tiien in turn
procenta the original or a modified rccommendation to the Come-
miazion. This three-phased consideration could be reduced to a
twoc-phazed consideraticn and, indecd, to cne phase if the Con-
nissioners themselvea were reolicved of the recponsibility of
deciding whether to institute procecdings (e.g., broker-dcaler
sanctions) or to make & crinminal refercnce to the Department
of Justice. After all, under most federal criminal statutes,
the local United States Attorney decides when to prosccute.

The decentralization (and removal from Cormissioners?
personal consideratiocn) of responsibility for instituting en-
forccnent proceedings would eliminate the recurrent criticisna
about identity of Judpge and procecutoer. The Nationel Labor
Relations Act provides for @& system analogous to that sug-
gested above, through the geparatlon of functions as between
the National Labor Relations Board and its CGeneral Counsel.

A3 an example, during ny tenure, the Comission
passed to the regicnal offices practically full recponsibility
for processing offering circulars for cmall issucs under Regu-
lation A. Qenerally spcaidng, the regional offices have
handied this responsibility adequately. liad primary responsi-
bility for processing these offering circulars rczained in
Washington, examination of reglatration statements would now
be deloyed much more than it is.
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atipulations. In addition, records in proceedings grow to in-
ordinate leagth through too casual regard for tne rules of
cvidence. In too many instances documcntary cvidence 13 re-
ceived by the pound when a little firrness from the hezring
exaniner would compel thie party to state what part of a

- particularly long docunent he 18 really offering.

Sixth. 1 belicve that too little attention is poid
tc the posoibllity of disposing of contested matters by scttle-

rent undor tiie provisions of Secticn 5 of the Administrative
Procedure Act. ‘

: Finally, I doubt vhether much can be done from ine
gide the SEC or any other agency without a continuous roving
task force operating out of the White House, Congressicnal
studies, desplte political overtones, are healthy on the whole,
but they do not improve aduainistrative techniques, Adnini-
strative improvements are hard to generate internally because
the pressure of dey-to-day work slows up the process., Encugh
exporience has been developed in setting up adninistrative
. agenclcs in various fields and in operating them thwough the
years under changing condlitions that a snall permanent force
-in the Executive Eranch could be of irmeasurable help in
formulating, in consultation with agency heads, administrative
policles end precedurcs based on the best samples availeable,
This, I think, would be more productive of results than oc-
caslonal studliea of management consultants,

I have not comracnted on the pecurlties laws them-
selves, My gocd friend, Louls Loss, and I have talked once
or tulce about the desirabillity of a kind of scecurities ccde
which would inteprate a2ll the Acts administered by tho SEC.
Certainly An the present acts (keeping in mind the accidentel
sequence of thelr cnactment) there are elements of duplica-
ticn, inconsistency and cbsolescence. The formulation of a
ccde mipght be a project for the Amerlcan Law Institute or
scoe Foundatlion, I doubt wvhether it would ever come ebout
otherwise, One nust remcember, however, that the scts contom-
- plate legislative recomendationa by the Commiszion to the
Congxess. Perhaps, Af tne "busy work"” of the Cormisslcon were
elininated by adoption of some of the foregolnp sugsestiens,
the Commission could do mopre than it does in this arca. Cn
the other hand, the Commission hes, since 1954, offcred, and
had adopted, a number of lecglislative recommendations.

This letter is too long, I know, but, &3 oy pre-
deccssor,Don Cook, told me the day I entered on duty, there
is comething about the SEC that gets in your blood., The
organization has been kept relatively astrong and vital by the



