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~ DEPARTI~I~ P.L~T!CIP~TION IN THE PRESIDENT'S BUDGET 
• .... o.- 

: by 
._~ Lieut. Colonel Irving J. Phillipson, G.S., 

Chief, Budget andLegis la t ive  Planning Branch. 

The expenditure progrszr~ in conformity v/th :'~hioh current dis- 
bursements for the support of the Lrmy ar~s being made, was evolved 
from a military program initiated in the ?far Department on November 
15, 1930. !n the course of its de velop~er._t, this control, or as it is 
sometimes loosely termed, the budget, passed through succeeding 
phases under different names and suffered important changes in 
form and import but v¢ithou% impairment in major purposes. The 
impossibility of portraying understandingly, in the short time 
avai!e.ble this morning, the complicLted procedure £nvolved in this 
development is apparent. ![or vloul~ such a course serve any useful 
purpose here particularly since no snc:ll part of the complexity 
is consequent to the gover~uental system ~'nd organization on %'~rhich 
the budget has been imposed. 

Because of the multiplicity of detail and the n~-..turPl tendency 
to be£ome involved in them, I have co~,~:'litted my thoushts to paper, 
although I w'ould have e!:joyed talking urith you off the record, By 
so doing I am hopeful of' leaving ~:~,<ith you an impression of_ends 
sought, of means employed, of difficulties encount:red, and of ~'ays 
followed. It is <vith this broad picture 0uly that the majority of 
you are concerned° i-lo~,~ever, later this morning, i ~will be more than 

•, ~i ~ ] glad to discuss at B:re:~ter l~.:~.tn any of thedetails t]~..', t may be 
of interest to you. 

After the military program for any fiscal year has been enunciat- 
tra~:so_;._ .... into fisco.l terms and ed by the Chief of Staff, it is ~ ~:~-'~" 

combined v¢ith the non-military departments requirements in ~ docttment 
called the %!rar Depmrum~.~-:~t estim:~tes. This is the first phase of 
development, The non-military departments estimates are not 
included in this discussion since the Secretary of :~ir deals direet- 

u L,~rs ly with the Budget Officer, for the 7'hr Department in such ~ 
vrithout reference to the General Staff. National cemeteries, 
Rivers and Harbors, Flood Control, the Alaskan Cable, the P~.nama 
Canal - m~t.~rs which do not p~rtain directly to the ~rmy are 
included among these non-mili~m,'y: it.3ms. 

On the date set by the Dir)c%or of the Bureau of the Budget, 
the 'hr Departm~Jnt • estimates ar•; transmitted to the.±. • Bureau where 
they arc examined indetail, a]tored, if necessary, to conform to 
the requirements of the freside•:t .s financic]• program and finally 
incorporated as Chapter XII of the President's Budget, ud~ic]! the 
Budget and Accounting Act Of 1921 prescribes shall be transmitted 
to Congress on the first day of each r~gular session. This is the 
second phase during which the so,to.lied 7br Department Budget is 
formulated. The Budget and Lccounting Act contains the b~.sic law 
for our goveri~ental budget system, but due to the ~- I-" p~ ~u_ ~.r political 
conditions to ~,hich its orovisions ~;'ere necessarily acco~:~odated, it 
does not carry out entirely the requirements of govor~.o~._tal or 
commercial budgets as they are generally accepted. 
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The thlrd"p}fhlse i~cT~'dSs the" '~r6dedu~eifi-COmgr~s~" wh'ich" takes 
place from the receipt of the Prosid,ont's recomzuendations for the 
Budget until tile f~al ~__~ct:.~u.~t-into law of th~ ~pnropriation 
Bill Considerations outside of the imm~ediato necessities of National 

• . • .. • 

Defense are more charact,..'ristic of this ph::,.so thc.n of any of the 

others. 
Because of the time that elapses between the formulation of the 

military _~r°~r~:m. ~nd the receipt by the sne-~di~g. .... agencies of the 
~funds necessary to make this program ef/ectivs, and particularly, 

at this time, because of important changes in the original estimates 
made in the Bur~.u of the Budget and in Congress, it becomes 
necessary~m.adjust the initial mil. itary progrq~m to %he limitati0ns 

~of available funds before disbursements are authorized. This is 
done in the Expenditure Program the formulation of which ms.rks the ad- 
vent of th~ fourth phase. : This phase ends only when all o~0ndituros 
made pursua~%t to the Appropriation Act are finally cleared. 

For the .purpose of this discussion and ~th the understanding 
that military items only ar,: considered, the four phases will be 
r¢ferred to in the follor~ng terms: 

In the ~'~ar Department - the !Var Depar~ .... :~ Estimates° 
In the Bureau of the Budget - the 7 , "~ r  Department Budget. 

: In Congress - the ~,~s~r Department Appropriation Bi!l~ 
. . . .  ~xpendm~ure In the -.?ar Department - the :~ar Dopartm,~nt .... 

Program. 
The General Staff plans, coordinates and supervises fiscal 

control in all its phasoso The Deputy Chief of .~taJ .... has direct i: 
responsibility in th~ first throe phases and the Assistant Chief of • 
Staff, G-A, in the ~'~o~o. The Budget and Logislativo Placating Branch, 
which I roprose~;t~ ±s th~ agency in the office of the Deputy Chief : 
o£ Staff charged ndth budget p!am'~ing and policy° The t~h__.mque 
of budget building is a function of the Budget Officer for the )ifo.r 
DePartment. HO is assisted by the Budget Ldvisory Committee 
consisting of five members, three of whom are from the Genersl 
Staff and the other two from the Office of ~he Assistant Socrotary of 

/ IVar and the Office of the Budget Officer, for the ='far Department., . 

respectively. Through its into~locki!~g memb~rship, coordinatim% and 
conformity to established policy, are assured. The Budget Office 
is the channel of oo~mnunioation and the office of record for Budget 
matters. Each spending a,!<~ncy, as a rule, is identical i~th an 
estimating agency since, in principle, the War Department follows 
the prpject system in arranging the budget, ilowovor, th,~re are 
many exceptions in ]M~ich th,~ functional arrangement obtainS. 

By :'ho project system, I mean that funds w..hieh pertain to a single 
project are included in tho same appropriation. For example, ~Y~0h 
we estimate for a: three inch gun, all th~ funds roquir~d for - 

~ " trar~soortation, etc., arc carried in an pors o~_mel, m~.. ~.~rlol, . • ~ . . . . . .  . . . .  

Ordnance appropria,tion, On the other hand, mile~ge t 0 p.ay for : .. 
travel of officers in genera.l, is carried und~:r a .separnte ti%l~ . 

and is parch!led out +..o th,o using agencios..undcr' ~hS. supervision • . .  

of~tho SUpply Divisiom of the Gon~ral Staf~ .L:_ ~ is one of the 
controlled activities ~hich vrill be referred -be again° 
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The reasons for the above apparent illogicality are easily dis- 
coverable. }~'~.. _.!y of the aoprooriations_ . existed., in mo:.,-o or loss 
their present form, long before the Budget and Accountiug Act 
initiated coordinated consificr.::tion of dop--~rt:~e.utal expenditures. 
Such ..appropriations h~.ve not boon re~'~itten.but an c~:!.ort has boon 
mnde to alter them gradually to conform as far as pre.cticable to the 
project system, which h;-.s boon the rul~ ~'~ith. %he Ordnance and 
Engineers for man X .years, On the green sheets, the details of which 
are iucluded i~! th.:" .~hr Depcrtme~t ~stimatos and in t]~c ~rcsidemt's 
Budget, proposed expenditures arc brokeu do:-m in accordance -~ith 
the purpose numbers o£ the General Accountir.g 0if ice.. These follo~-~ 
functional ].in.~s and are essential to permit the iOur~;au of the 
Budget and ,Jo~.~-~" . . . . . .  ~ o s  to r~duce to a com~.on demoninator the estimates 
of dl-rfer~no dopz:rtments. Because of this, the natural trend is 
to~;~ard the functional rather thai the. proje.ct breaTnlovm_. 

The 'President's Budget through p.resenting in a singl~ docm.~ont 
the proposed, expenditures of the Go-{~vrm~-.en't for a single fiscal . . ..- 
year and-the anticipated revenues to] finance them, l-..~s made it 
increasingly difficult for any particular ~stablis~nuent to scour.o_ 
entirely saris.factory fina-~cial support. This is equally true of 
the several activities vrithin a <:~partmcnt. To :orovide for its 
peculiar needs i impartially, the ..~ar .D.epart-~4ent h-..s adopted a budg~et 
.building plan in keeping ~;~dth its organization. Th~se measures seek 
not only to socur:~ sufficient funds for the upkeep of th,~ n'..ilita, ry 
establisl~xen.t but also to distribute such funds in t]-:.~ manner best 
• calculated to provide, in conjunction 'uO_th the Navy, a balanced and, 
if possible, an adequate National Defense. 

There are-mauy ur~favor~-blc factor.s r~hich imoed~ the "at Depart- 
ment in ca.rrying out this mission even und.~r normal circum:-u~i.ucos 
i=mong these are the traditional~ indifference of the _.mu=rican peopIe 
to National Defense in times of peace, the difficulty of accon~uodatl 
ing the plant i~herited from. the -forld ,'ar to the limitations of 
pe~ce, time income, the ever present influence of self interest, the ~/- 
antagonism due to honest differences of opinion a~_d th.~ lack of 
continuity ef policy resulting from frequent char.gee in .'at Depar~uent 
personnel. These difficulties are inordinately increased in times 
like these ~.-~hen there is a zressing and legitimate demnd for a 
reduction in public:, expenditure. 

• In building the- es.timatos in the ~;hr Oeoartment, every effort 
is made to formulate a reasonable an..uy prQgrma ~.-¢hich satisfies 9.he 
i~mumerable dix<ergent military r:~quiremonts irvolved and "~hich v~_ll 
be acceptable to the Bureau of the Budget and Con[res s. In.evol~,~ing 
this pregr~m,, the reco~wndations of the bureaus, branches and separate 
agencies cdncerned are first considered. ~_ft.:~r examination, coordinat- 
ion, end adjustment by the appropriate genOral staf ''~.divisions, these 
rec.onnmendatiens~ are transmitted to the Dep.~ty Chief ~f Staff for 

• • • • ' + "  " -  . . . .  Vp t o  t h i s  v "  consideration ~n formulating the tentative dm_. ec ~ve. 
point military needs have b.een the controlling factor in determining 
the program.. -The question of cost assumes n~jor proportions at 

a later stage. 
:The tentative pro.green,, af'ter appr.oval by the Ch~ .of Staff, 

is sent tO the estimating agencies,. ~{hieh prepare abstracts of cost 
for their respective requirements and r.etu.rn them al the time " 
specified: te the Bud-~e% Officer. for the: ~"~ar. De Par~ument...Those ab- 
stracts..~of c:ost are very: .simple cost-estimates from .~.~'h.ich the 
aggr~a-te cost of the ~i:li~ary program ~r.op0seld., or any of its parts, 
can be roughly and quickly comput'~d, 
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The abstracts of cost and the tontativo dir:sctive are next rs- 
f'erred to .%he B~dget ~~dvisory Co~.r.~it%ee, T:hich after h~ari1~'g's to-.. 

establish ~ • . • ohe "pgrtiner, t facts,-reGo~nend the che.n~es nocessa~j in 
the direc%i~.<~ to beet anticipated fisoa! limitations, and a total 
cost figure for e~dch estim~.ting agency." There is no invariablel 
practic~-fqr d@t~rmining %hg~'ag:~:regate limiting figure for the ~ar 

~: Dopartm~nt -osti~umtes~ h~st prior• to. the depression it had been .. 
e stabli shed by the S.e cretary of /ar.. and su c.'.~e s s fully maintained, be'- 
fore the Bureau oi ~ the Dud~.et and Congress at a thiri of a billion 
dollars. D~clines in qo~mnodity prices, pay Cuts and other reactions • 
~f the depr~ssfon upsei.%his os~.~bli:sh~d figure, and for the past 
two years it 'his been determined in the .b.r Departmer~t on the basis 
of' buyin¢ aoproxim~;t'eiythe sea~e.-.amount of l-[¢!tional Defense.. as the. 
fixed fi:~uro .]lid in the fis~,,l ye~r !9~!. In the fi:.~uro ' set by 
%he -'far Department., .neither the Bureau of. the Budget no.r Congres.s-ha~ 
seen fit to concur. ~s a r~sult, t h~processin~ of' the estimates 

~-~-~ "~<" ~ ~ has asstv.leda degree throu[-'h the Bureau of th~ ~,u,.~t and. Co~_~.r~s~ 
of importance ou~.i9f ~.ll DroportiQn to t~..~,t ~hich formerlY obtained. 

The r.~co~..m~naat~ons 61~ th~ Budget Ldvisory Committee are 
transmiti.@dto the" Deputy Chief of Staf-f, tog~tl~ .r . : ~ i t h  any ~on- 
concurre~icos o~ %].~.e os.timating..agonci :s and are adjhst@d i~ his . .- 
office as c~/roh:{stances reqt~ire..q~en approved, the final directive.. . 
and the limitini figure for each estimoting agency is promulgited. - 
Up to thi.s-.pofnt tl~e essehtial problem has bee~.. %b formulate a 
satisfactory military progrsnn r~ithin a r~asdnabie cost ran~e, and 
distribute %he amounts rc~f~ir.e.d to finance it, in lump sums, to the 
interest~d services, branch~s and s~parate-agencies in s~]ch a . -. 
manner as t6 best suppo~"i~ the .necessary.m.ilitary ost~.blis]m~ent. 
This part of bu{lding the estimates is p~trticularly a responsib.illty 

, of the General Staff, although at all stages the greatest care is. 
exercised to assure to the estimating a~en.c.ies 'every. oD..oc.rttu%ity for . 

presenting the{:r p~culiar needs. ': . . ..-.: . ,. 
.~herea~ter, th¢ General Ltaff is principa!ly concerned In 

supervising and coordinating th~ estiFe.tes, while" the estL.niting. -. 
agencies have the trying responsibility of jus%ifyin[,'. the na~d "for-- 
every dollar for which they.,ar~--aeking, in co~zform.i%y ~,~ith the. final 
directive andtheir ros~ohtive limiting figures, the estimating • , 
agencies preparethe follo~nLng docttments~ . 

The v~h&te sheets v,~hich contain th:-..vording of th,~ previous 
• mod~i~d as d.~.sired in .the- .:;ar Deps.rtment. The~e 

proposed changes in len~guag.e are authorized by the Ch~.ef. of- Staff,. 
acting for the secreteJry of .~ar, 'based on the .rccon~nendati°ns of 
the General btaff or the estimating, agencies, " • . 

Ti~e green sheets, previously, m._entioned, ~.:~h~n break ~.. doim ~~he -'. - 
estirmtes accora~n~ to"the purpose nu~.~b.~rs Of the- General ~-_ccount- 

ing Office,'- : . . . .  
THe justifications which set forth in the prescribed form and 

detai'l, the nece.ssity for each of the projects contained i~_i-the. 
estimates and for the funds included to support it. 

The first tVT6 of these doot{ments.:are, printed in the.Pr~siden ~~s 
Budget. The latter is. submitted tothe ~Ur.3au-of the Bh.dget and 
the Apgrdpriatlons C0mmi%tee O'--: the ~0U~ s.e, b~{t in ~d'iff6.re~t fprms~.. ' 

. .. .. 
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It affords to each of them a'ready reference ~,.rhich is of assistance " 
in oxaminin{: the estimates and determining th~ n.~cessity for approp- 
riat'ions. 

The co{~pleted estimates, are transmitted to the Budget Officer for 
the :e.r. Department and c.re revie,~ed b:/ the Budget Ldvisory Committee 
for adequacy ",~ a=~a compliance ~,:.dth the directive and limiting fi,~ures. 
They are then co,reined with the nou-military and dspar-5~ental est- 
imates and submiti~ed tct ~ -' ~ ..~ ~ecreoar~. of .ar for final approval. 

On tl~e 'prescribed date, they are sent to .the ;-.!ureau of t l i e  
Budget where hearings are again held and the ch::.n~es necessary to 
to bring them in conformity u~iththe financial progrs~u of the President 
are made.. The usual "procedure in the ~,uroau of the Bud<et when it 
is necessary :to redP.ce the fun4s that can be allotted to the /ar Dep- 
artment is to detor~ine the amount oJ redvction and l~.ave the details 
as to how the adjustment:is to be mode to the .,:ar Department. 
Ho~.~ever, in the past t-~o_ years because Of the drastic reductions 
imposed, it has been n@cessary for the ~s.r Department to ascertain 
how the Bureau of the ~udget arrived at t]'ip limiting figure. This z 
informatio!~ has been furnished ~Tith the results that some of the 
proposed redu,ctio~ns ha_~e been acce~ted and oti~rs rejected in their 
entirety.' At times it b~.s been necessary to appeal to the President 
who, in .the last aha!ysis, is responsible for both the military and 
the fiscal program., .before a satisfactory adjustment could be arranged. 

The phase ~vhicl~ includes the consideration of the 3udget before 
'the C6~ittees of the ~'{ouse and Senate.and on the fl. oor of Congress 
is the most interestin;., particularly at this time, since the ~ 
situation never seems to stabilize and each succeeding day brings 
its surprises and perp!exities. Ho~:,ever, as the conditions encounter- 
ed are peculiarly political in character, the discussion of the 
details at this time are limited te a feT~ re.u. arks. 

Formerly, a .general staff ;~epresentative vm.s invariably present 
du~ing the House hearir=gs to coordinate conflicting testimony and 
to ¢urnish'anv infor~.tion that _me.~bers of the Committee desired 
concerning matters of .:ar Department policy, vd_th which the estima~.ing 
agencies ~,'ho defend the estimates could not be expected to be familiar. 
The present military sub-committee of the Hcuse ~ppropriations 
Committek~;~d0es not permit anyone but the actual =~ritness-ss to attend 
hearings, ~,~ith the result• that mauY adjust~ents which formerly were 
made in Co~.~ittee now have to be -~ -I .: . ~o,.emptea on th.~ floor ofthe House, 
Before the. Sens.te ~ppropriations o '" "~ the Secretary of ~'~ar 
or the Chief of Staff, in p.~.rson, requests th,s changos that appear 
necessary in ~he Bill.as p~ssed by the Aouse. 

Llthough the formulation of the Expenditure Progra m is peculiar- 
ly a r6sponslbility of the Lssistant Chief of Staff, G-4, it should 
be considered at the s~.~_e time as bhe Es%i-.uat~S and Budget because 
of their interrelation. The E~:pendithre Progr~.m reverses th~ process 
incident to building the estimates~ ~n that it translates the funds 
actually appropriated in %he ~nanual Act Back: into a vzorhable military < 
program° The original thought was that the esti_mates ~'~ith a few 
minor changes would serve as th@ expenditure pPg<r~n. Th{s is no 
longer true as the Bureau of the Budget and Congress in the past 
t~zo years have so mutilated the original estimates that they are 
almost unrecognizable in the Appropriation ~:~ct. 



Accordingly, the Chief o f '  the Supply Division of the General 
Staff, assisted by the Budget ~dvisory Co~uittee, determines just. 
holy the apportionment of funds shall be .made. In view of the drastic 
curtailment in appropriations ~'hich has and.ls taking place, and 
the authority to transfer funds-bet-¢~een appropriations enactedlast "'~ 
year, the J]nportance of the.Expendi.ture Progr~n is .greatIy indreas:ed, 

v/and the actual z~_uner in v~ich funds are expended bears less resem -~. 
b!anc~ to the plan ~r0posed-in the es%imabes.~ In oth@r w6rds, ~e. 
sometimes get our funds under one assnmption and expend ~hem under 
another. .The Expenditure Progrs4m should not be-d0nf~.sed ~_th the 

~/pro~urement program, vThich is~ enunciated by The ASsistant ~ecreta.ry 
of Jar as a schedule.for.current.p<0.o~rements base'don~a Genaral 
Staff statmuent of requirement~ setting.~orlh %hemil'Itary. prioritios 

Ho~,rever~.despite the vicissitudes %hrough.~hich the esti:mates 
pass from. their origin until the:.funds they provz.~e are finally"" 
expende.d,, lher~remain throughout the~ development threads of con- .~ 
tinp}ity ~¢hich-are. plainly-.di~nernible. The theoretical ideai would 
be for t h e  expenditures t o - . b e  identical ~'bh estimates.: Thi:s is 
practically impossible both because of.the-time element involved 
and the consta~ .attri.ti0n to which estimates are .subjected, 

To conserve this continuity~ particularly when funds for two or 
more spending agencies are conSained i~ a single appgopriation or ...... 
where funds for a single activi.ty are carrisd.nnddr more thanone .... 
appropriation title, &he. controlled activity.has be.on devised.." By . "': 

• , . . .  , 

a controllsd~activity ~I mean 9~e..under the .direct aontrol"of~a • .. 
designated..Gen~ral Staff ~ivisi.on-cr The. Assistant .Secret~ry .ef-!.ar,, . 
for the. purpose:of assuring, coordinated-eonsiderati0n, and ~xpe~ditdre.::- 

~o. illuslrate such an .activity, let us take procurement p laDn~ng,. 
v~th ~zhich you are all f~miliar. Funds to provide for this, .are " 
carriedin several supply.appropriations.- Unless specifically 
authorized,.the estimatin~.s.ezvices cannot disturb the funds allctt ~ : 
ed to:this purpose. They. remai~ in tact,.as far asth~ .~ar Department::: 
is"conc@rned, until expended or otherv~se disposed.of "by. diredtion". " 
cf ~he Assistant Secretary 9f:b~ar'. ~ : : ' 

~udn0.~;z.f.orthe appropriations-themselves. .:The-~atio~l"Defense 
Act mal:es trained n~npower-the-basi.s.for.preparedness. It is. not ~ " 

surpris{ng.then"that'nearly two-thi.rds.-of, bhe funds' carried in, the-. 
~/ Appropriation Act is for. thepay of--p:ersonne~o Follov~ng {he ~brld 

yar.,~ppr?priations-for, the support:of the-l~y...~ere reduced until 
theyreached.ths lows of the fiscal .years ~9Z4-and192S. .During tKi:s 
period ~he Regular.Arz<v ~as skeletonized and surplus supplies were. 

/ freely made available to reduce c~.sh appropriations'. . " " 
For t}{e next.six years, appropriations increased, until they 

reached"the high of. a third c£ a billion .dollars ::n the ~iscal .year ... 
1931..A considerable portion, of this .,,i;8O,000,O00:inerease ~B.s " 
due to the Air Corps Act and. other statutory provisibns, as ~!l.as. 
to thedis~ppearance of stocks available, for i-ssue .v~thout .replacement 
Sinc~ 1931, aporopriations have decreased nearly ~iW0,000,000 or.- " 
20p. The funds no~ carried in the Bill before the Senate exceed 
only slightly those of-the post.war 10we. This deccease<has been:. 
~ffected.through the declinein commodity prices and %he deferment 
of practiPal!y, every augnentation, replacem@nt or maintenance item: 
thatcan be.neglected for:a...year.0r ~vo. _ " " "~::":'. 

. : .  { - .  . . . .  " ' - "  : ~ " ~ "  . " "  - . . - . . . .  . . .  . 
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The contributions from personnel have been limited to those required 
by the Economy Actj the Pay Act of 1922 and the suspension of allow- 

antes in the Appropriation Acts. 
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 wo~id be equally 
satisfactory, There are, however, a few pertinent thoughts that i 
would leave vith you. The ~;ar Department Budget in its present form 
is a peace time measure ~ich has never received the acid test 
of war. !Aether or not the present arrangement could be adjusted 
to meet the pressing military necessities of war re~ains to be seen. 
The natural fear of the front line soldier is that such complicated 
fiscal arrangements might interfere v~th the operations of the Army 
in the field. Others contend that wars of unlimited cost are of 
the past and that the great leader of the future ~dll be one who 
can brin~ victory to the colors :dthin a cost that the nation can 
bear without the destructive aftermaths consequent to wars in which 
expenditures are uncoordinated and unrestricted. Such matters are 
well worth your most thoughtful consideration. 
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