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(iR DEP,LRTHMENT P,RTICIP.TION IN THE PRESIDENT'S BUDGET

A by
Lieut. Colonel Irving J, Phillipson, G.S.,
Chief, Budget and Legislative Planning Branch.

The sxpenditure progrem in conformity with which current dis-
bursements for the support oi the Lrmy cre being mude, was evolved
from & military nrogran initicted in the “lar Department on November
15, 1930. In the courss of its development, this control, or as it is
sometimes loosely termed, the budget, passed through succeeding
phases under different names and suffered importent changes in
form and import but without impairment in major purposes. The
impossibility of portraying understondingly, in the short time
availeble this morning, the complic:ted proccdure dnvolved in this
development is apparent. Ior would such a course scrve any useful
purpose here partvicularly since no srall part of tho complexity
is consecquent to the governmental system »nd organization on which
the budget hos been imposed.

Because of tre multiplicity of detail and the naturrl tendency
to become involved in them, I have committed my thoushts to paper,
although I would have enjoyed talking with you off the record. By
so doing I am hopeful of leaving with you an imprcssion ol .ends
sought, of means employed, of difficultics encount.red, and of ways
followed. It is wwith this broad picture ouly that the majority of
you ars concerrned. However, lator this morning, I will be more than
glad to discuss at greater length any of thedetails thet may be
of interest to you.

Lfter the militory progzram for any fiscal yoear hos been enunciat-
ed by the Chief of Staff, it is transdiiic. into fiscal terms and
combined with the non-military departments requirements in = document
called the War Departmsnt estimntes. This is the first phase of
developmentes The non-nilitary departments sstimates arc not
included in this discussion sinece thz Secretary of ar deals dirsct-
ly with ths Budget Officer for the “far Department in such matters
without rsfsrence to the Genersl Staff. National cemeterics,

Rivers and Harbors, Flood Contrnl, the Alaskan Cable, thz Ponama
Cenal = matters which do not pertain directly to the .rmy - are
included cmong these non-military items.

On the date set by the Dir:ctor oi the Bureau of the Budget,
the ar Department estimatcs ar: trensmitted to that Burcau whers
they are examined indetail, altored, if nccessary, to conforn to
the requirements of the freside.t s financicl program and finally
incorporated as Chaptor XII of the Presidunt's Budget, whici: the
Budget and Accounting ict of 1921 prescribss shall be transmitted
to Congross on the first day of cach regular ssssion. This is the
sccond phase during which the sn-galled ‘ar Department Budget is
formulated. The Budget and .Lccounting ict combains the besic law
for our governmental budget system, but due to the poculiar political
conditions to which its provisiens were nccessarily accommodated, it
does not carry out entirely the requircments of goverrmmontal or
commercial budgets as they are generally acccptcd.
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The thlrd ph" e includes the procuduru ifi" Conzress which' takes
place from the receipt of the President's rocomendations for the
Budget until the final nactrment ‘into law of thsa npUTODrl Tion

@}

Bill, Considcrations outside of the immediate nccessitics of National

Def ¢ are moro charceturistic of this phose tn;n of any of tho

cocusc of the time that clapscs between the formulation of' the
militery progrem ond the rcceipt by the spending agencics of the

v funds nccessary to meke this program efiective, and purticule rly,

v

ot this time, becausc of important changes in the origincl estimates
nde in the Burucu of the Budget end in Congress, it becomes |
necesscry to.adjust the initial military program to the limitations
of avaeilable funds bofore disbursements arec authorizcd. This is

done in the Expenditure Progrom the formulation of which morks the ad-

vent of the fourth phasc.  This phase onds only when all oxpenditurcs
made pursuant to tho ippropriction set erc firally clecred.

For the purposc of this discussion and with the understanding
that military items only ar. considered, the four phascs will be
referred to in the following terms:

In th: War Deportment - the “ar Departuent Ustimates.

In the Burcau of the Dudpet - the ‘jar Departmont Budgete
In Congress - the “ar Department .ppropriation Bills

In the TJar Depertrent - the War Department Expenditurec
Program.

The Genersl Staff plaas, COOleVﬁt“S and supcrviscs fiscal
control in all its phasose. The Deputy Chief of ‘Staff has dircet
responsibility in the first th cc phasss and tho Lssistant Chief of
Staff, G=4, in the last. The Bu dget and Loglglutivu Planning Branch,
which I reprosent, is the egency in the officc of the Yeputy Chief
of Staff charged with budgut .:nhlﬂg and policy. Yho technique.
of budget building iz a fU“Ptlon of" the Budgc* Officer for tho dar
quartme*t. Hs is assisted by the Budget .dvisory Cemmitteoe
cons sting of five moemboers, three of whom arc from the Generel

taff and the othor two from the Office of The hssistant Secretary of
Jar-and the Office of the Budget Officer, for the ar Department,
respectively. hrough its interlocking memborship, coordination and

conformity to- cstablished policy.arc assureds The Budget Office
is thc channel of communication and the office of record for budget .
motters. Bach spending azency, as a rule, is identical with an
estimating agoncy sincc, in principle, the War Departmont follows
the project systom in arranging the budg dowover, thsere are

many cxceptions in which thu functional mrnanqomont obteinse

y <he project system, I mean that funds which portain to a single

project are included in thc same appropriation. For sxomple, wheh
we estimate for a! three inch gun, all thoe funds requirsd for
personncl, motericl, transportation, etc., arc carricd, in an
Ordnance appropriation, On the other hand, milexge to pay for
travel of officers in general, is carried under a scparcite title
and is parcollcd out to the using agencics uander the supervision
of thc Supply Divisior of the General Staff. Thls is ome of the
controlled activitics which will be roferred Jo cge.ne
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The reasons for thc above apparent illogieality arc easily dis-
coverablce, Many of the appropriations cxisted, in more or loss
their prousent form, long befors the Budget and sccounting Let
initiated coordinated consi’eration of depurtiental oxpenditurcs.
Such -appropriations heve not buen rewritten but an ¢ffort has beon
mode to clter them gredually to conform as far as practicable to the
project system, which h-s been the rul: with the Ordnance end
Engincers for many ycors. On the greon sheats, the details of which
arc included in the /ar Depertment estimates and in the Prosident's
Budget, proposcd expernditurcs arc broken dovm in accordance with
the purpose numbers of the CGencral iLccountirg Uffice. These follow
functionel limss end arc essential to permit the Iurcau of tho
Budget and Congress to reduce to a common demoninator thu ostlmaLes
of different deportmoents. Becauce of this, the natural trend is
toward the funchtional rathsr than the projoct brealdowm. o

The Presideat's Budgot through presenting in a single document
the proposed expenditures of the Govermient for o single fiscal '
year and-the anticipated revenues to finance thmn, :
increasingly difficult for any particular cstablishnent to sccurg
entircly satisfactory finaucial support. This is uauzlly true of
the several activities within a “spartment. To provide for its
peculiar needs impertially, tho wdar Department hes adopted a budget
‘building plen in keeping with its organizations Thuse measures gcck
not only to sceurs sufiicient funds for the upkeep of the military
establishment but also Lo distribute such funds in ths manncr best
-calculated to proviiy, in conjunction with the Havy, o balanced and,
if possible, an adcquate lational Defenso v :

There are many unfevorzble factors which impeds the ler Depart-
ment in carrying out this mission even undsr normel circum:*ncos
imong these arc the traditional indifference of the smLrican people
to National Defense in times of peace, the difficulty of accormodat-
ing the plant inherited from the “forld ‘ar to the limitations of

7

peace time income, the cver present influence of self int.rest, the - v

antagonism due to hongst diffirences of vpinion and the lack of
continuity of policy resulting from frequent chanrges in :ar Department
personnel, These difficulties are inordinately increascd in times
like these when therc is a gpressing and ls Flt]latc demand for a
reduction in public. cxpenditurec.

-In building the OStlmuth in the .ar )rpn ronent, every eofort
iz made to formulate a rsasonable army prowran which satisfizs the
innumerable divergent military raquirements involved =nd which will
be acceptable to the Bursau of the Budvuu and Congress. In evolving
this program, the recommendations o.' the burcaus, branches and scparate
agencies concerncd are first comsidered. ..[ter oxamir 1ation, coordinat-
ion, and adjustment by the appropriate gencral staf? d7V1JIOJS, these
recommendations are transmitted to the Depaty Chief bf Staff for
consideration in formulating the tentetive. directive, Up to this P
point military nesds have been the contrelling factor in d otermining”/
the progrem. The question of cost assumes major propertions at
a later stagee. :

The tentative program, after approval by the Chief bf 2taff,
is sent to the estimating agencies, which prcpare abstracts of cost
for their respective requirements and rvturn thenm at the time
specified to the Budget Officer for the ‘‘ar Department. These ab-
stracts of cost are very simple cost estlnatos from which the _
ageregate cost of the milifery program proposed, or any of its parts,.
can be roughly and quickly computecd. ;
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“he abstracts of cost and the tentetive dirsctive are next re-
ferred to +the Budget ..dvisory Committee; tvhich arter hearings to -
establish the pertinent facts, recommend the chrages necessary in
the directive to neet anticipnted fiscel limitetions, and 2 total
cost figurce for each estimoting agency.” Thire is no invariable
practice- for dét:rmining the agrrogete limiting figurs for the ar
Department'cstlﬂ, 6se. lust p;lor to. the dupr“shlol it had bsen
established by the Secrotery of .ar and sus Oyiully maintained . be-
fore the Dutreau of the “udpet and Congress t . third of a billion
dollars. Declines in commodity prices, pay outs and other reactions
of the dcprcss*on unsct this cstoblished fipgure, and “or the pas®
two years it has been detormined in the ‘ar Department on the basis
of buying approximetely the same. amount of L;tlo:al Defense as the
fixed firurc iid in the fisonl yeur 1931. In the fifurc set by
the “Jer Department, neither the Bureau of. the Budget nor Congress:-heas
seen fit to concur. us a result, the processing of the estimates
throurh the Burcau of the Dudget and.Congress has assuncd a degree
> importa;b= out of 11 promethn to that which formerly Obtulﬂod.

The r= connuna tioas of ths Budget ..dvisory Comnittee are
transmittsd to the Deputy Chief of Stafl, tog sth.r with any non-
concurrencss of the 33uinat1nc agoncl s and are adﬂﬂct d in his
offics as ciréwistanses reguire. . hen approved, the fina 1 dlroctiva

and the limiting figure for each estim wting acency is pro"ulﬁqted.
Up to this point the essentia urob161 has boen to formulate a
satisfactory militery program wwithin a reasonable cost ranre, and
distribute the amounts rcquired to flnalce it, in lunp sums, to. the
interestesd services, branches and separatc-agencies in such a
manner as to best support the necessary. ﬂ111tury esteblishment.

This pert of building the estimates is particularly e nvnon51h111ty
of the General Staff, although at all stdges the greatest care is
exercised to assure to the cstimeting agencies ‘every onncrtujlty for
presenting thulr peculiar nceds. - : AL

mhereafter, the General Ltaff is pr3n01na11y concerned in ~
supervising and coordinating the estimates, while’ thp'estimating
agencies have the trying responsihility of justifying the nsed for-
overy dollar for which they are ~asking, In conformity with thg final
dircctive and: their riespoctive limitinﬂ rigures, the estimating - i
agencics preparc the following doeumentss ‘ A NECER

The white sheets which contain th: wording of ths previous
Apvrdg}labibn 7ot modified as desired in th. ar Department. These
proposed changes in language are authorized by the Chief of 3Staffl,

acting for the Secretary of .ar, based on the recommendations of

the General Lteff or the estimating agenciss. e Sk

The green shects, previously mentioned, ﬂhivh brealk dotm the
estinates CCOTQJHF £o the purpose mumbers of Tle e General sccount-

ing Offices :

TFe justifications which set -orth in thm preqoribed formiana-
detail, The necossity for each of the projects containe sd 41 Hhe
estimates and for the funds included to suppert ite. » A

The first two of these documents are. prlnted in the President's . oA
Budget. The latter is. submitted t the Rursau of the Budget and : o
the Appropriations Commltue of.-the House, but in difiereit fprms., i
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It affords to each of them a ready reference vhich is of assistance
in cxamining the estimetes and determinins thsz nscessity lfor approp-
riations.

The completed estimates' are transmitted to the Budget Officer for
the /ar. Depertrent and cre reviewed by the Budget .dvi cory Committee

€n

for adequacy and compliancs with the diresctive and 1i miting fisures.
They are then conbined with the non-military end departmental est-
inates and suhmitted tc ths Jecretary of ar for final approvel.

On the prescribed date, they are sent to the Iursau of the
Budget whare qear*&gs are egein held and the chingss necessary to
to bring them in conf rmity withthe financial program of the President
are made. The usual procedure in the iurcau of the Budget when it
is necessary to reduce the funis that can be allotted to the “iar Dep-
artment is to detcrmine ths amount o redvction and leave the details
as to how the adjustment is to be mrde to the ar Department,
However, in the p°st’tvo véars because o7 tho drastic reductions
imposed, it has becn necessary for the .Jar Department to ascertain
how the Bureau of the Pudget arrived at the limiting figure. This
information hes been furnished <with the results that some of the
proposed reductions have heen accepted and othors rejzcted in their
entirety. 4t times it has been necessary to apreal to the Yresident
who, in the last ahalysis, is responsible for both the militery and
the fiscal program, befcre & satisfactory adjustment could be arranged.

The phase which includss the comsideration of the Dudget before
“the Comnlt ees of tre House and Senate and on the floor of Congress
is the most interestin:, perticularly at this time, since the '
situation never seems to stabilize aad each suncegdlqt day brings
its surprises and perplexities. However, as thc conditions encounter-
ed are peculiarly political in character, the discussion of the
details at this time are limited te a few remarks.

Formerly, a general staff representative was inv: .riably prssent
during the Houses hearings to coordinate conflicting testimony and
to furnish any information that menbers of the Committee desired
‘concerning matters of .ar Department policy, with which the estimating
ageneies who defend the estinates could not be expected to be familiar.
The present military sub-committce of the Heuse Lppropriations
Committec does not pernit anyone but the actual witnesses to attend
hearings, with the result that many adjustments which formerly were
made in Committee now have to be attempted on thz floor of the House.
Before the Senate ippropriations Committee, the Sscretary of
or the Chief of Steff, in porson, requos+s the changos that appe
necessary in the Bill .as passed by the sousc.

Z1though the iormulation of the Expenditure Preogram is peculiar-
ly a responsibility of the Lssistant Chief of UbMIL, Gm& it should
be considered at the same time as the Estinatss and ct because
of their interrelation. The Sxpenditure Progrem reverses the process
incident to building ths estimates’ in that it transletes thre runds
actually appropriated in the innhal et back’ into a workable military
program. The original thoucht was that the estimates with a few
minor changes would serve as the expenditure procram. This is no
longer true as the Bureau of the Budget and Congress in the past
two years have so mutilated the original estimates that they are
almost unrecognizeble in the 4ppropriation ict.

’
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Accordingly, the Chief of the Supply Division of the General

Staff, assisted by the Budget advisory Committee, determines just

how the apportionment of funds shall be made. In view of the drastic

curtailment in appropriations which has and 1is talcing place, and

the authority tc transfor funds between appropriations enacted last

year, the importance of the bxpenditure Program is greatly increased,

~and the actual manner in which funds are oxpended bears less resem-
blance to the plan proposed in the estimates: In other words, we
sometimes get our funds under one assumption and expend them under
another, -The Dxpenditure Program shcould not be confused with the

v produrement program, which is: enunciated by The issistant Secretary
of Jar as a‘sphedule for current procurements based on ‘a Gensral
Staff statement of reguirements setting forth the military prioritics

However, despite the vicissitudes through which the estimates
pass from their origin until the. funds they srovide are finally™
expended, there remein throughout the developnent threads of con- -
tinuity which are plainly diisernible. The theoretical ideal would =
be for the expenditures to be identical with estimates,” This is "
practically impossible both because of the time element involved

v and the constant attrition to which estimates are subjeected.

To conserve this comtinuity, particularly when funds for two or
more spending agencies are contained in & single appropriation or
where funds for a single activity are carried under more than one
appropriation title, the. controlled activity has been devised. By
a controlled . activity I mean one.under the direct control of.a - .-
designated. General Staff Bivision or The hAssispant Secretary of- .ar,.
for the. purpose.of sssuring coordinated:consideration and expehditiire.

" To illustrate such an activity, let us take procurement planning,
with which you are all familiar. Funds to provide for this are S
carried in several supyly appropriations.: Unless specifically
authorized, the estimating services cannot disturb the funds allott-
ed to.this purpecse. They remain .. intact,.as far as th: .ar Department
is concerned, until expended or otherwise disposed .of by direction -
of The Assistant Secretary of ijar.  ~- L & ' -

and now. for the appropriations themselves. The National Defense
Lot makes trained manpower -the basis for preparedness. 1t is not
surprisiﬁg.then'that'nearly two=thirds of the funds carried in- the -

. Appropriation Act is for the pay of personnel. Following the “orld
Giar, appropriations {fcr. the support of the Army were rsduced until
they reached the lows of the fiscal years 1924 and 1925. - During this
period the Regular Army was skeletonized and surplus supvplies were

. freely made available to reduce cish appropriations. . o

For the next .six years, appropriaticns increased until they
reached the high of a third of a billion dollars xn the fiscal year
1931. A considerable portion of this »80,000,000 increase was
due to the Air Corps 4ct and other stetutory provisiocns, as wéll.as
to thgdisappearance'of stoeks available for issue without replacement.
Since 1931, appropriatinns have decreased nearly 470,000,000 or
20%, The funds now carried in the Bill befcre the Senate exceed
only slightly those of the post war lows. This decceasec-has been
affected. through the decline in commodity prices and the deferment
of practically every augnentation, replacemént or maintenance item -

¥ that can be neglected for 'a year or two. L ' W S
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The contributions from personnel heve been limited to those required
by the Sconomy ict, the Pay sict of 1922 and the suspension of allo-
ances in the Appropriation .cts.

In the foregoing discussion, I have purposely avoided as many
details of procedure and technique as I could for the reason that
there is nothing sacred about the existing setup and any other
arrangement which would accomplish the same purpose would be equally
satisfactory, There are, however, a few partinent thoughts that I
would leave with you. The .iar Department Budget in its present form
is a peace time measure which hes never received the acid test
of war. ihether or not the present arrangement could be adjusted
to meet the pressing militery necessities of wer remains to be seen.
The natural fear of the front line soldier is thet such complicated
fiscal arrangements might interfere with the operations of the Army
in the field. Others contend that wers of unlimited ccst are of
the past and that the great leader of the future will be one who
can bring victory to the colors within a cost that the nation can
bear without the destructive aftermaths consegquent to wars in which
expenditures are uncocrdinated and unrestricted. Such matters are
well worth your most thoughtful consideration.





