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THE WAR DEPA~ BUDGET 

It g~ves me great pleasur~ to come do~m and speak before 
the Industr~sl Col] ege th~s morning. 

When Colonel Jordan asked me to come here, ne sa~d. 
"Won' t you come down and tell us some of your troubles ~,ath 
the budget?" As a matte~ of fact, we do not have any troubles 
w~th the budget except that the budget ms s question very 
isa°gely of money and there ms never enough money to go aroum_d, 
somebody has to take cuts It xs our busmness, therefore, 
we smt mn the center of a very confl~ct~ng set of vmewpo~nts 
all of the t~me. Sometmmes I wonder, after ~t ~s all over, 
why anybody ever speaks to me any more. Nevertheless, ~t ~s 
a very mnterest~r~@ work and a very much worthwhile work for 
everyone who has to worn zn the ~ar Department to understand 
because the basms of everyth~mg the ]~ar Department does ~s 
funds 

As you know, Cicero, a hundred year~ before Chrlst, sald' 
"Endless money forms th3 slnews of w~." It Is no use havlng 
slnews in anything unles~ you have a frsmework to b~o~ng them 
on, and while the budget and the money sldc may form slnevs 
there ms anothei Impol t~nt s~de which ~s tne bone o~ " the 
framo~ork of the Army that ms found mn the basic Icgmslat~on 
which organmzes and constmtutes the Army A~"m~ Rc~rlatmons 
10-15, mn dcf~nmng the dutmos of thc Deputy Chxef of Staff, 
state mn part' 

"His offlce is charged wlth the preparatlon of 
plans and pollcles in connectlon wlth leglslatlon 
and wlth military cstnnates for funds, wlth 
processlng buegetary matters in the General St%ff, 
~lth reports concernlng leglslatlon and requests 
for leg!slatlon that come wlthln the purv]e~ of 
The General Cotrnell or that arc referred to the 
General SteSf, and ~rlth s~ch othcr dutles as the 
Chlcf of Staff may proscribe " 

Thus, the 9udget and L~gls!atlvc Plannlng Branch of 
the General Staff, ~rhlch l~ part of the Offlco of the 
Deputy Chl~f of Staff, flnds Itself cb~ged ~ith these t, lo 
funct!ons' 

First, the formulatlon of pollcles rt]atlvc to the 
~ar Department's ostlmstot, the processlng of these 
estmno~tcs through the ~,rar Department, and the Burtau 
of the Budget untl! they are tramsmltted to the 

Note, 
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Congress as a p~t of Th~ President's Budget, 
their presentation to the Co~mm~ttoes of Congress, 
(~nd f~nallyfoll~ng through the Bl!] embodyzng 
these cst~matesuntzl mt Is f~naliy passed by the 
house and the Senate. 

Secondly, the proccssmng of general legmslatmon 
other than that perta~nmng to ~he budget untml 
such icgxslatson xs e~mcted ~nto law. 

By d~rect~on of the Chmef of S%~f, the branch for the 
p~ot two years I~ had (~ third function -- mt ms the l~amson 
agency of the '~ar Depsm+ment ~th the Works Progress Admmn~s- 
tf~tmon and any other agency ~hose emergency funds may be 
marc available to N~a~ Department purposes 

You are, of course, fammhar ~th the organmzat~onal 
sct-aD of the ~,{ar D~partment Thms ch~rt ~s ve~°y small but 
porh~fs you can road ~t We l~ve the Socr~t~y of ~{ar, 
under hLm the Chief of Staff and the Deputy The Deputy 
Chief of Sta#f's off~ce ~ncludes the Budget and L~g~slat~ve 
Pl~numr~ Br~nch, the Sccrctsry of the General Staff, and the 
S?st~st~cs Br~ch. Then th~e ar~ the General Staff d~v~- 
s~on% wh~cl~ ~tce the ~d~sors of the Chief of Staff and the 
Deputy ~ their respective fx~ids, the Ad3ut~ut Goner%l, who 
• s the center o_~ com~nmcat~on and record ~n the % ~r Depart- 
mont, and the technical and sapply services of the ~Va~ 
Department The charon of command, of course, comes from 
the Secret%ry of Waz do~u to the corps area commanders, the 
G H Q A~r Force, etc. 

The bu@~etzry sot-up e~ the ~far Department is a Imttlc 
b]t dlff~ront. The Budget and Acco~mtlng Act of 1921 r~- 
~llres that each executlve departmen? has a butter off leer. 
In the Uar De2artment that tltle and responslblllty is glven 
to the Chlef of Finance. His off lee is the off ace of record 
In all mstters pertalnlmg to the ~ar Department estlmates 
He h~s the essentlal clerlcal personnel trolned in flscal 
m~tters ~nd in flscal procedure, in fact, he Is the operatlng 
~Tenc,~/ for budgetary matters in the War Department. He, 
rather th~u% the Ad0utant General, ms the chsnne] of com- 
munlcstlon on the~e ma~ters. The estlmat~ng ~%gencles of the 
I~%r Department in gener%l ~re the some ss the chlefs of arms 
and sorwce~, but you will also flnd among the estlmatlng 
agcncles the Adoutant General, who h~nd] es the estln~%tes for 
the organlzed reserves, the R.0.T C., the C M T.C., the 
Ns, tlorsl Boord for Promotlon of Rifle Pl%ctlco, the Army 
~r College, the Comm~%d ~ General S?~Cf School, and the 
Ml]mtc~ry Academy Also, the Assmstant Chief of StoOl, C--2, 
ms ~ est~met~ng ~ @ency of the i~ar Department. 
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_mhc po] racy of the budget ms formed oq the advmce of the 
General Staff d~v~s±ons. Placing the control of thc process 
of formulat~ the buogct and securmng the mm] rotary appro- 
priation dmrcctly under %ho Ci%mef of Stoff and the Deputy 
rather than under ~my o~_c of the Gener~%l Staff dmvms~ons ton- 
sures, f~rst of all, a bal~_ccd consmde~atmon of these matters 
from +he point of vmew of the Army ~s a whole Nc~ther 
perso~%e!, nor opcratmons, nor supply has a preaommnant pos~- 
t~on of permanence. Second, every ~n\~o±~tant pro~ect of the 
f~r Deportment requmres funds, nnd through h~s dmrect control 
of the formul%t~on of the ou8@et the Chmef of St~ff cxcrcmses 
has most po~c±°ful me~qs ~n shaping the course of the Army 
d~rectly ~n sccor8 wmth hms o~z~ polme~es And thmrd, there 
are mr~portant dcc~s~ons whmch mn thc late[ st~os of the 
budg<~t, ps~rtmcul~rly when the anproprmatmon ball ~s before 
the Congress committees, whmch h~ve to be made qumckly, and 
there arc very much fac~Imtated oy having the d~rectmon of 
the budget close to the Chief of St~ff hmmself As we go 
along, however, I ~31 ~ho,, you that the entire General Stall 
p~mrt~cmpates contmnuously ~n rots proper functmons of plannmng 
and supervision and coordm~-mtmon. 

The budget cycle is long Nearly s year and a half 
oispses from the tlme work st~mrts on a new budget ~'It!l 
funds become ,~valloblo for expendlture It starts in March, 
when the ]Budget ~d Log!slctlve Plannlng ]Br~nch l~ ~ tl ~tes a 
call upon the Gencr~l Sto:Ff dlvlslon~ and the est],n~ti~g 
agencles of the ~rar Dep~2tmont for recomm~ndatlo9s os to 
the programs ~,hmch shall be included in the ostlmstes About 
the flrst of Apr~l these recommend~tzons come up from the 
estlmstmng sgoncles to the appropriate General Staff dlvl- 
s!ens, ~nd there they are con~idored in connectlon ~vmth the 
progro.ns o~ those dlvzsmon~ themselves and ~re ~cceptea or 
rejected or modlfled. F1o~lly, they are for~isrded to the 
Deputy Chmof of Staff ~s the recommendatlons of th%t partmcu- 
lar General S~ff dlvlslon A reco~mendatlon from the Chlef 
of the i~atlonal Gu~%rd Bureau, for ex~mple, to start a new 
program mn o part~cul~r totem of equipment, ~oula come up 
through C--4, and a Natmonal Guara rccommend~tmon probably 
• ncre_%smng the strength of the Gusmd ~ould recemve cog- 
n~_z~o~qce both zn G-I and G-S. There ms naturolly some over- 
l~,ppzng on dmffermng mdeas. The rocommendatmons of ~Ii the 
General St~ff d~s~ons ~ro recemved and tab~nlated and 
stud~cd mn the ]Bu@~ct and Legislative Plann~ng ~r~ch and 
are submmtt~d to the Deputy Chmef of Stair by a memor~ndum 
or oy me~s of a co_reference, statmng the opmn~on of the 
br~nch on the proposals of the General Staff ~ho Deputy 
Chief of Staff cons±dora these, ~nd ~fter co~ferences wroth 
the heads of the General StoSf d~vmsmons sends hms vmews 
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to the Chzef of Staff mn the form of a memorandum, whzch 
when fmmzlly approved, becomes the tentatmve liar Department 
program for m~htary expenditures for the fmscal year under 
consideration Th~s ~poroved program, ,~h~ch we usually call 
the tentative d~rectmve zs then transm~tte& back by the 
Budget Offmce of the ~{ar Department to the esbmmatmng agencies, 
It goes by memorandum to the General Staff d~v~s~ons, and 
becomes the gumde mn m~kmng out the money estimates. By the 
end of May the estmmat~ng agencies have completed themr 
prehm~nary money estimates, which are then known as the 
abstr~cts of cost Studies ~n the V~ar Department through 
the ~,mnter which ~nvolve future funds are ordmnar~ly only 
approved by the Chmef of St~ff for ~nclusmon mn the abstracts 
of cost, whmch g~ves them a tonta?mve approval at that t~me 
but which ~n the end lets them be considered s~de by s~de 
wroth every other approved proDect that wmll demand con- 
s~dcrat~on ~n the estimates. ~'~he~ these abstracts of cost 
are made up, the est±matmng agencies send them to the Budget 
Off,c( o~ the ~ar Department, and when returned refers them 
to the Budget Advisory Commmttee for exam~natmon and report. 

The Budget Advlsory Commlttee detailed by the Secretary 
of W~r Is a fact-flnd~ng agency mn these matters. It con- 
slsts of the ~nl~_ of the Budget and Leglslatlve Plannlng 
B~anch, ~vho is ex offlclo chalrman of the commltTee, a mem- 
ber detailed from G-8, one from G-4, one from Thp &sslstant 
Secretary of ~ar' s of flee, usually from Current r, ocurement, 
and ~ member from the Budget Offlce of the ]~ar De)~ tment. 
~esc officers v,hmlc so scrwng are not specmal r~rescnta- 
tlve~ of thelr chlefs. The commlttcc ~s a fact-flndmng 
agency of the ~"ar Department as a whole. It has the power 
to hold hearlng~ and summon any ~v!tnesses ~n the Vvar De- 
p~tmcnb. Its hoarl~Ts are hold dal]y, and they consume 
the tmmc from about the flrst of Juno untl! the mmddle of 
July I thlr~[ many of you probably are f~mlllar ~rlth ~he 
hot sessions c~b~t we ha@ in the mmddlc of the s~nmer do~ 
hero The committee ca~efully goes mnto the detaml of each 
~tem ~n the estimates end requires ~ts ~ustmfmc~t~on not 
only as to the cost ~nvolved but ~Iso as to ~ts proper 
• ncl,~s~on ~nd sufficiency under the terms of the tentatmvo 
d~rect~vo At the conclusmon of the hearing of the 
comm±ttce the Budget Advmsory Con~mtteo rcport const~- 
tute~ a complete document ~or the Bucket Of f racer of the 
%9a~ Dop~rtmont to ]ay before the Dep~%y Chief of St~ff, 
show~ng the opmnmon of the con~nmttec as to the amounts, 
by oroDcct, umac~ each appropriation t~tle ~h~ch mt ms 
b~h~ved ~ull adequately support the program prescribed 
~n the tcntatmvc d~rect~vc. All of the f~ctors are 
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~ncluded ~n such form that the Ch±ef of Staff, by means of h~s 
blue penc~l or h~s red penc~l, can rapidly build a budget ~n 
any desmred amount containing all the programs which he con- 
s~ders ~t desirable to present for the Presxdent's considera- 
tion The Depaty Chief of Staff goes over thms report ~n 
great 8eta~l, assisted by the Chief of the Budget and Leg~s- 
latmve Plann~ng Branch, and mt ~s at th~s point that factors 
other than those of the purely mml~tary vmew of the ~far De- 
partment must begmn to be g~ven consideration The general 
f~scal condition and the f~scal outlook of the Government 
mu~t oe weighed, psst po!mtmcal e;q0e~ence and future poss~- 
b~Imt~es must bc consmde~ed - we havc to be practical men 
~e operate under a ~nown system of government and arc bound 
by the law and by past dec~smons and vmev~o~nts of the 
exocut ~ve agencies. 

~f~tl% rcfe, ence to asking for the earth wroth a fence 
around mt Dust for the fun of askxng, wc ask for the th]ngs 
that ~,,e can really expect to get, and abovo %1~ for those 
throngs that we can defend %dequately ~n the l~ght of exmst~ng 
go~ernmental conditions To trans~n~t cst~matcssto the Bureau 
of tho Budget all out of p~oport~on to thesa consmdcratmons 
wo~id be s~mply to have these estimates cut severely from the 
purely f~scal point of v~ew of the Bureau of the Budget rather 
than f~om pr~ormty of the m~htary vmewpomnt. ~he mnter~or 
control of the %,,~a~ Dcpartment then ,vould pass too much mnto 
the hands of the Dmrector of the Bureau of tne B got 

Beforo arrlvlng at hls fl~l declslon and r~:onmendatlon 
the Deputy- Chlef of Staff has agaln l~d tho boner] t of con- 
ference w~th the heads of the General Staff dmvlsmons and 
somctmmes wlth the heads of the prlnclpal estlmatlng ag~enc~es, 
in wh±ch those totems are all thoroughly dmscu~scd Through 
hls flnal actlon on the report of the Budget Aaw_sory Com- 
mmttec, the Chlef of Staff cstabllshes, by aoproprlatlon 
tltlc, the ] ~nltlng ~o~nqts for each estlmatlng agency, whlch 
the ~fsr Dep~rtment will forward to the Bureau of the Budget 
On hls conslderatlon are excluded or included or modlfled all 
the Items in the tentstlve dmrectlvc whlch are to come wlthln 
these hmltlng totals ~_f~er that actlon has been taken by 
the Chlof of Sts<f no chlef of branch or estlmatlng sgoncy of 
the Var Depsrtmcnt ~s permitted to advocate more. 

In August the dlroctlve in its flnsl form goes back to 
the estlmatlng agencles snd is agaln used by them as the 
basis fol the formulatlon of thelr flu~d money estlmatos 
These a~o now known as the cstlm~tes of the War Denartment 
rather than the abstracts of cost, they are recelved by the 
Budget Off race of the ~ar D~partmont and are ~sln referred 
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to the B~dget Advmsory Commmttee ~hzch checks them to see tha{ 
they ~rc mn accord ~zth the dctamls of the fmnsl d~rectzve, 
that no ztems ~ppear whmch arc not mncluded ~n that d~rect~ve, 
and that thcre ~s suthor~za~mon for all of the ~toms under the 
lav~. Durmng the course of those fmnsl hearmngs mt rehcarses 
o~d polmshes the defense of the estimates as offered by the 
chmcfs of the estimating agencies who must subsequently appear 
before the Bureau of the Budget end the House Commmttee. After 
these he.m~ngs, the Budget 0ff~co of the .~ar Department obtamns 
authority from the Secretary of ~Var to transmmt the estimates 
to the Bureau of the ]gadget~ and the Chief of the Budget ~nd 
Log~slatmvc PI~qa~T ]~ranch, hav~ng conducted the fmnal hoar- 
• ugs, m~ able to ass~re the Chmcf of Staff sn~l the Secretary 
of ~a~ that the estmmatos carry out the f~nal d~rectmve 

Under the l~v~, the cstlmatcs must reach the Bureau of 
the Budgbt by the 15th of Septemoer. 9he War Department 
h~arz~s bcfore the Bur~ su of the Budget usually take place 
mz~ November. q]hcy are heard by the Dzrcctor, asszsted by 
~nother f~ct-fzndz~g cou~nzttee from his organmzatzon. The 
Cnzef of Staff a~ope~oms zn person to open the V~sm Department 
hearings, and zt ms the duty of the Budget and Leg~slatmvo 
Plann±ng Br~mqch to prepare for h~m s~ch data as he ~ay re- 
quzrc, mhc Chzof of thzs branch remc~ns zn charge of the 
~%r Dcp~rtmcnt hc~r~ngs c s the representatzvo o < the Chzef 
of Staf~ and the Sec,et%ry of W~u ~. The estmmatos arc pre- 
sented mn dctazl by the heads of the estzmatzng ~genczes, 
accompanzed by such msszst~uqts as they may f~_d nccoss~ry 

The ~Jar Department cstlmatcs arc sub$cct to a searchlng 
scrutzny by men ulooso knowledge of ~'~ar Dep~irtment flscal 
requl!emcnts ms conslcLerable and whose objectlvc zs to keep 
goverr~ent~l e2~cndlturo to tl~e mzmmum absolutely necessary. 
Every dollar in the estimates is carefully wclghed <rid the 
@cfe.~sc of the ~Var Department In its expondlturos must be 
dctazl~& and completely accurate 

In December the Btuoeau of the Budget transmlts to the 
S~cretary of War the hmmt!ng flg~rcs for the Uar Department 
a~proprlat~on by approorl~tlon title so much for pay of the 
Amny, so much for travel, so much for clothlng and cqulpage, 
so much for the Notlonal G~%rd, ctc , together ~ith such 
cnanges of language in the bi] i as ~hould h~ve been approved. 
Habltually the vmslon of the Bureau of the Budget is domlnant 
and the ~r Department a~in must adjust its estlmates to 
accormod~tc them to the new llmltlng flgules The Budget and 
L~glslatlve Planulng Branch qulckly on~lyzes the effects of 
the cuts upon the V~r Dcpartuent progrm], ~Lud, ~fter such con- 
s~Itatlon in the Goner LI Staff dlvlslons as ms deslrable, 
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sends dlreCtlon thlou~h the Budget Of flee of the V~rar Depart- 
ment to the estlmatlng agencles for the forr~ulatmon of the 
estm~uatcs as they wmll f~nally be presented to Congress. 
GeneraSly speaking, ~th~n any &pprop~st~on the War Depart- 
ment may red~strmb~te funds mn rots best 3udgmcnt, and thms 
redistribution of costs requires the ~Dproval of the Chmef 
of St~ff ~f any maoor change mn the progr~m~ ~s to be made. 
Thc revised estmmates are then sent back to the Bureau of 
the Budget to be prmnted ~s ~ sectmon of the President's 
budget, whmch ms tr~nsmmtted to Congress wmth hms buaget 
mcss~e on the second d~- of the session. Untml that day 
everythmng ~n conncctmon v~mth the formulation of the budget 
ms conf~dcntmal. At sn appropriate tmme during the sessmon 
the Mml~tary sub-co~u~ttee of the House Approprmat~ons 
Co~s~ttee covalences mrs hearm~gs, w~th the vmew to formulat- 
~n~ the ~&r Depemtment Appro~r~atmon ]~]i, These hearzngs 
usually last about three ~eeks. A~azn the Chmef of Staff, 
and sometimes the Secretary of ~Tsr, sp~ears to open the 
~ar Dep~rtmcnt hearings, the Chmef of the Budget end La~ms- 
latmve P!ann~ng Branch remains as their rcprssentat~ve 
throughout the hearmngs, ~i~ c~amn the ch±efs of the 
est~matmng ~k~enc~cs appear saqd defend themr estimates zn 
detaml. Unctcr the terms of the ]3ud~Ect s~d Accounting Act, 
rcprcseutatmves of the ,far Department o~re stopped from 
advocst~n~o any ~ncreosc ever the President's f~s~-rss. ~nms 
• s wc!l understood mn Congress Thczcfors, on their own 
responszb~l~ty, members of commmitces frequently ask questmons 
which must be answered and v,hmch lead to dmscuss~ on of totems 
not mucluded mn the bu~et. In due course of tzme the bmll 
ms reported by the Approprmat]ons Committee of thc House, 
sa~d mt ms the duty of thms brcnch ~o~n to analyze for the 
Chmcf of Staff o~ud the Secretary of War the effect of the 
actmon of the con~ttce upon the ~ar Department prosr~, 

Last year, for the flrst tlme in ms~ny yeers, the House 
Colm~ulttce separated the nll!tary from the nou-mllltary 
estlmatc~ a~d brought out two bills Inclaentally, just 
to¢~y I mm oxpectin~ th@ Army BIll to be l eportod to the 
House I h~vc off leers up at the Capltol now waltlng for 
the co1~ittce's repolt ~n the blil so tl~t by mld-afternoon 
I ca_~ h%vc a complete ~emorand~ on the Chlef of Staff's ~d 
the Secleto~ry of ~a~'s desks, tollm~ b them exactly wh~t that 
committee d] d to thcmr Army Bmll and ~l~t should be done on 
the floor or mn the Senate to rectlfy ozkv dsJ~a~c that may 
Im~ve been done. ~Tnat it wll! be I do not l~uow myself, I have 
not been able to bet tlm~t report as yet today The b111 ms 
c~'rzed to the floor, ms defended by the ~ub-commlttee, and 
durmna~ the course of its prestress tb_ro~%n the House the ~var 
Department reprcsentstmve ~a~ches it most carefully, offerlng 
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such further l~st m~nute sdwce, rccommen&%txon, and ~nforma- 
tmon mn the name of the Secretary of War as ms calculated to 
~nsure the best poss~ble action on the b~l!. After passage 
by the House the bmll ~s reported nnmed~ately to the Senate 
and referred to the Senate Approprmatmons Committee Un!~ke 
the House, the sub-commmttee of the Senate Appropr~a%mons 
Commmttee, whmch consmders the ~ar Department B~II, ms 
assmsted by the cham~wnan and two members of the Senate Com- 
mmttee on M~imtary Affairs. The House, for some reason, 
does not do th~s, and ~t ms a great p~ty ~t does not because 
themr appropzmat~on commmttees and the m~l~tary and naval 
commmttees are not always ~n step 

The Senate Commlttee hearlngs usually follow very 
quickly after the recelpt of the bill The Chlef of Staff, 
asslsted by the cnlef of the Budget and Leglslatlve Plannlng 
Branch, ms usually the only War Department wltness, although 
it may deve]op durlng the course of the hearmngs that the 
Senate Commlttee desmres to hear more detamled testlmony on 
certaln technlcal polnts and then appropriate offmcers are 
sent for The House B~!I constmtutcs the framework and the 
Senate Con~nlitee ~sually confines ~tself to makmng such 
changes as ~t des~rc~ on partmcttlar ~tems, sometmmes ~t adds 
totems which the House has omxtted. The ~%;ar Department 
f~ankly ~tates ~ts op~nzon of the House B~II and ~ndmcates 
Much changes as w~ll, ~n ~ts op~n~on, w~thsn the imm~tatmons 
of the bu~ct nmp~ovc the bxll. Again representatives of 
the Budget and Legmslat~ve Plann~ng Branch arc available to 
the chairman of the Senate sub-committee to furnmsh such 
data, mnformat~on, and advmce as w~ll best az~ zn the debate 
of the o~I! on the floor of the Senate 

~hen the bmll is passed it goes to conference, where 
the polnts of dmfference between the House and the Senate 
a~ e ironed out. It then goes to both houses ~or confmrma- 
tlon of the conference report, and ~hen thls Is accompllshed 
the bmll is smgned by the Vlcc-Pre~ide~t ~nd the Speaker and 
goes to the PrGsmdent for approval The Preszdent refers 
the bill through th~ Bureau of the ~udgct to the War Dcpart- 
m nt for report, and, of c~Jurse, the ~ar Dcpsrtmcnt habltually 
rocor~menas that the Presmdent approve the bzll. The bill for 
th~ current f~scal ycar wa~ approved the fmrst of bast July, 
after ~vlng b~ on sent by alrplane up to the Presldcnt at 
Hyde Park. V~ith the Prcsmdent' s slg~tILrc the bill becomes 
an Act 

Bssldcs the An~ual Approprlatlon Act, the War Department 
frequently has important items in dcf~cicncy bllis whmch re- 
qulr~ much proparatmon ~ond attentlon Today I s~n golng to a 
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hearing mn the Bureau of the Budget to assist the Treasury 
Department mn agamn presenting the estimates to start the 
proposed new Uar Department building. ! hope we have some 
success this t~me 

ITnen f~mds have been appropriated, the expenditure be- 
comes a matter of current finance Th~s is the ~unct~on of 
G-4. As you m~v remember, for the current f~scal year the 
President decided that the approprlatmon for the Government 
was too heavy, and he d~rected thot a complete s~rvey be 
mnde ~th the v~e~ of ~mpoundlng ten percent The Budget 
A&v~ory Committee, t~erofore, mn eo~sid~r~T the expendi- 
ture program, ~ith ~ts agency ~-4, was given the task of 
reco~±~encmng ~vhere cuts should be made ~n the sppronr~at~on 
to accord w~th the President's ideas, and another series of 
very pa~nfful hearings ~8 to be held The ~xpendlt~e 
p~oogram, es a.~y other fiscal paper, ms reforfc$ to the 
Budget and Legmsl~t±v~ Plam~ng B~anch before mrs approval 
by the Chief of Staff. The net rest~i't of all that action, 
including the reservation of the Prosldent l~st year, ~ s 
that the Army for a month rafter the new fiscal yo~r had 
begun, ~ as very very uncertain as to whet programs it ~ras 
going to be able to pursue 

Throu@hout the yesa ~ or more trot these pz ogroms and 
ostlmates i~ ve been under consldera~lon, involvlng, ~ s they 
do, ever~ ~rm and every branch of the serwce, you can see 
that their control requires not only flscoA l~mw3 edge but 
the broadest mllltary kuowlcdge tl~t it is posslole to 
bring to be~r. Partlcu]s~!y ~hlle the bill ms before 
Cor~ress quick declslons l~ve to be mode ~hlch mnvolve 
sometimes some ~mportsnt Vfar Dep~rtment pro0ects and some- 
times involve hugo sums of money It is essentlsl, there- 
fore, that ~ener~l Staff officers who deal directly ~th the 
sub~oct have ~ ~mde ~nd broad kno~iodge of the Army, and 
they should never mm~s ma opportunity to ~cqumre t~t 
knovlcdge at first hand 

In regard to the flscal ~ffalrs el the ~:ar Department 
in peace t~e, I ~rould llke you to remember uhen you serve 
in the '~ar Dq~artmont or mn com uand capacities In the Army 
thot money does not gron on trees, that the best of your 
plans wl!l fail and bog do~n mf f±m%ncial support is lacklng, 
o~n$ that mn the formulatlon of your pl~s you mu~t thlnk far 
~ohead. You must couslder mot only ~h~t the immediate f~scal 
effect will be but vh~t the accumulatlve effect through the 
years ~vmll be, and jou must remember also th%t In the final 
~nlysls your plans ~ ml! be subjected, under our system, to 
conslderotmon, both fmscal and oolitlcal~ outsmde of the bar 
Dep~vtmont by men who ale mot soldlors. 
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Just to fxx these m~tttcrs a httle mn your m~nd, I wmll 
show you two slmdes, gmve you the b~g bas~s these th~ngs are 
workcd on (Dmsplayed shdes.) Here are the oocnmng para- 
graphs oV the tentat±ve d~rec~mve. It ~s ~ fmve paragraph 
order, prowd~ng m~ general for gcner~ul ~nstruct~on, for 
personnel, ~nte]hgence, operations, and supply. Very seldom 
do you sec ~ dollar m~k - mt ms all ~n progr~ms ~ ~h~ch ~e to 
be estxmnted accor¢[mng to the strongth, according to the 
costs, and everything that enters ~nto the subDect, gencral 
mnstructmons on supply, gcner~tl mnstruetmon~ on the war 
re~rves, rccrn~ment, an8 re-equipment programs la~d out mn 
quite ~ degrce of deta~l, After that tentative dmrcctmve 
the c~tlmatmr, T agenc~e~ (and th~s example Dust happens to be 
the Army ~,ar College) m~d<o out th~mr prelmmmnary money 
est~m tes, called the abstracts of cost, Th~s ~s what we 
call the pro3ect she~t. It shows a summary of all of tho~z 
pro~cts and an cstmm~t~ thot yoar of ~83,177.00 mn all that 
the ~far College wantcd. Thins ms the pro3ect sheet for the 
l~ar Coll~go for the pay of c~vml~an om~loyces, ~/h]ch they 
astL~ ted at $73,000.00 Th~s ~s a sl~ghtly changed fo~m~, 
after the War Department has revised ~t. It cs~nc do~va from 
seventy-throe thousand to t~xty-n~ne tnouso~qd after the 
Budget Advisory Co~]mttee ~_d the Deputy Chief of Staff and 
the Chmof o] Staff got through with rot, ~nld, ~nstead of 
huv~ng s~xty-three thousand fez pay of employees we thought 
they could cet a]ong ~th s~xty thousand. Th~s ~s wh~t ~t 
lookcd l~ke v~hcn ~t went to Congress. 

I bro~&%ht the slmd~s to show you the relstmve wel~ht of 
t~e v~rmous War Department aporoprm~t~ons. As I told you, 
these w~re all formerly included in one bill, now the non- 
mmlmtary h~s been excluded and is brought out in a sGcond 
bill in Congress. ~-ims ms the departmental appropnatlon, 
whlch is the ~ar Department overhead, these are all of the 
mmhtary actlvltles, these ere the non-m11!t~y, such as the 
Pan~a C(~r~l, rlvers and haroors, cormnunlc~tlons, etc. I 
brought tlq~t s!ide do~m for the fmsc~o~l year 1937 because It 
snows the cha~es in the total of the Jsr Department ostl- 
m~tes to which the e~t~otlr~ sTcncles h~w to cent!nit-fly 
accommodate themselves throtk~h the year. The chlefs of 
branches submmttcd cstlmates for four hundred and nmnety-t~vo 
mlllmons. The Budget Advlsory Connlttec recommendea foot 
hunch ed ~d forty-three mllllons. The Deputy Chlef of Staff 
cut that to four hunched and twenty-nm~e mllllons - four 
hundred and tnmrty mlllons. The Sccrota~y of Jar went up, 
added a lot of money that ye~r for the AI~ Corps, to four 
hundred and f~fty-t~o ~llllons. The Bureau of the Budget 
g~ve ~t a good slash, cut ~t do~m to three hundred and 
seventy-eight mmll~ons. The House Co~mu~ttee went up a httle - 
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three hundred and ezghty-tbxee m~ll~on~. The House wear up 
two mzll]on~ - three hu_udrco and ezghty-fzvc mzllzons. The 
Senate went Up ~ve m~ll~om~ - three b~ndre~ snd n~ncty 
m~llmons. And then we dad t~t year qu]te a rem~mk~ble th~ng, 
t}~at I have never seen ocfore s~d I ~o not expect to see ~t 
agazn - i trzed last year nnd got izcked - ~,e c~ne out of 
c~nfer~ncc ~,~th more money than we h~td e~ther ~u the Ho~se 
B~II or the Senate Bali Here a~oc tl~e 1939 est~tes as 
tncy ~ ere reconmeadea by the Budget Advisory Conm~tt6~, show- 
~ng you the d~str~butmon He~e ~s 5he total - f~ur hundred 
and o~ghty-ono m~ll~ons recommcnded thms year, ~xod cb~%rges' 
pay of m~l~tary d~rect, pay of c~wl~ons, clothing, subsm~t- 
encc, and forage ~ou~qts to two hundred ~nd s~xty-n~ne r~l] ~ons, 
nnd the variables, t ~ ~o hundred and cloven mmllmons. The 
vs~ables ~e ma~nte~aqce and opcratmon of plants, ~hmch ms 
th~rt2-one m~llmons; m%inten~ce ~nd operation of equipment, 
w.h~ch ~s fo~ty-thrce r~ll~ons. The d~rect charges ~nclude 
such th~ngs as traznmng, ammunition, tact~ca~l g~solmne co~ts 
for ~II the schools, maneuvers, etc., twenty-one mxll~ns, 
m~scoll~uqeous thor@s, five m~lhons, new equmpment n~nety- 
seven m~ll~ons, and construction thirteen ~l!~ons, ~?e 
always anal~ze the budget th~s way ~n ~ts various stages, 
~nd ~n my opxn~on the more we reduce ~t to proportions, the 
more the proportmon of your nev equipment and your tralnmng 
rases ~aznst your total, the bette~ budget you h~vc, becanse 
then you s~rc making c buogct to p~eps~re the Army for ~,~r. 
Th~s shoves the s~ne estimates br~keq dm~ az affected hy the 
cuts of the Bureau of the Budget. The totol came dov~n to 
four hundred and tv,cnty-onc millions theft the ]3ureau of the 
]l~dgot sub utted, fmxed charges to t~ o huno_rec~ and f~fty- 
e~-ght, ~%nd in the w~rlable charges, and there ~s whore you 
nave to do sf[l your plnnn~ng In the ~a~ Department ~s w~th~n 
th%t ~no hundred ~d s~xty-three m~l] ~ons, nc~ equipment cane 
dov~n to s~xty-sovcn m~lhons sad training to fourteen n~ll~ons. 

The second f~mctlon of the Budcct and Leglsiatlve Plszmlng 
]3rsnch Is the processlng of leglslatmon other than that of 
the b~d@~et, and it Is upon such leglsL~tlon that the frmuework 
of the ~ar Dep~nrtment rcsts All progrsms of the ~7~r Dep~rt - 
moat mu~t !~ve ~ome authorlzatlon of la~. Thls ~uthorlzatlon 
lles an the N~tloncl Defense Act and in other enactments hlch 
affect the Arny, or In the Appropriation Act Its~if, although 
leglsl~tlon In the Appropriate. on Act ~ usually restrictive 
r~th~r than further ~mthor~zat~on. 

The obts!nlng of gener~l leglslstl~n is another methodlcal 
process whlch involves the General Staff dlVlslons s~qd all 
other ~%genc~es of the ~07~r Deps~t~ent. De m~k~ ~ c~ll upon 
than for Items to be included in tb~ ioglslatlve program. 
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These come up and are approved as ite~ by the Deputy Chlef 
of Staff after analyois and conslderatlon Then they go back 
to the General Staff dlvlslons to have the leglslatlon drawn 
ana the drafts of the letters to Congreos submltted Leglsla- 
tlon a~vocated by the Wa~ Depa~ tment must be s~bmltted to the 
Bureau of the Budget to see if mt ms mn accord wlth the 
Presmdent' s program If the Presldent, actmng through the 
Bureau of the Budget, states that legmslatmon wmll not be mn 
accord wroth these programs the War Department, of course, ms 
stopped from forwaldmng It toCongress at that tlme. The 
Bureau of the Budget m~y state that If the legms]atmon be 
modlfled mn certaln partmculars mt wmll then be mn accord wroth 
hms p~ogram, and it may then be ,est~dmed and r~vamped to 
follo~T such suggestmon If the Presld~nt, through the 
Dm~cctor of the Bureau of the Budget, states that the leglsla- 
tmon wml± be In accord wmth hls progrsm, that fact ms added to 
the Congresslonal letters and they a~e slgned by the Secretary 
of Wac and dmspatched The chamrma~u of the approprlate com- 
m±ttee, as a r~Ae, mntroduces the b!ll and it ms referred back 
to hls commlttee for cons~deratlon The co~ittes may or may 
not hold hearmngs Frequently they do, aria the Budget and 
Leglslatmve Plannlng ~ranch arranges for the attendance of the 
n~ces~ary vltnesses of the War Department Personal and 
Dolltmcal comsmderatlons frequently come Into play mn the 
process of the~oe blils through Congress, and they must be 
most carefully watchbd In a~dmtmon, many other b~!is whmch 
affect ~he Uar Depar~meat are mntroduced ~y members of the 
Congress themselves, or on themr own ~umtmatmve, and are re- 
ferred to these conm~mttees The con~ittees call upon the 
~Var Department for reports on many of them These bills ~n 
turn must be studmed mn the approprmate General Staff dmvm- 
s~on or other vmtally mnterested agencmes of the War Depart- 
m~nt, and the ~eports submmtted are consmdered by the Chmef 
of Staff and the Deputy, and are also forwarded to the Bureau 
of the Budget to ascertamn whether or not the leg~siatmon ms 
~n accord ~th the program of the Presmdent 0ff~cers or 
agents of the ~ud~et and L~gmslat~ve Planr~mng Branch are mn 
constant touch wmth the commmttees of Congress throughout 
the sessmon It ms mn no resoect lobbyzng, mt ms the proper 
conveymng of mml~tary ±nform~tmon and advice in matters of 
d~taml from the oxecutmve to the legms!atlve branch of the 
Government Agamn, ~ hen such bmlls s~o passed they are 
referred to the Bureau of the Budget and then to the V~ar 
Department for report as to ~hether the Presmdent should 
smgn or veto the bmll. 

Th~ thlrd f~nctlon vrlth ~hlch the Budget and Leglsla- 
tlvc Plannlng Branch has been charged is the matter of super- 
vlslon and contact ~!th respect to emergency funds. A number 
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of years ago thls contact ins in G-4, later it was placed In 
the constructlon branch of the Quartermaster General's 0fflce. 
By memorandum of June 29, 1936, the Chzcf of Staff dlrcctcd 
that th~ Budget and Lcglslatmvc Branch undertake the rc- 
spons~blllty of sccurl~ these funds for the use of the War 
Department, along wlth its slmmlar rcsponslbmimty for appro- 
pr!atca ~unds For the past several &ears the ~J~orks Progress 
Adm~n~stratzon has allocated funds to the Var Deoartment for 
projects of appropriate character. ~ecause of the fact that 
the ptu\nosc of these funds ms the ,~adespread relief of ~- 
cmplo~nent, the ~o~ks Progress Adm~nmstratmon n~turally ro- 
qu~rc~ that a very l~gc percentage of th~s money shall go 
to th~ employment of labor on the job. The rcgulatzons allm,~ 
only a very sm~ll percentage to be expended for materzal 
These percentages ore such ss to make funds appl~cable 
pr~m%r~ly to repamr pro$ccts and others of smmzls~ nature. 
Hog,ever, because of the f~ct that the ~,~ar Department supplmcs 
supervzsory labor and overhea~, ~h~ch ~ould othcrwmse have to 
be h~red, the ~LP.A. allo~s the War Department ~n ~ts direct 
allotmen~s a h~ghor percents%~e of material th~n it does zn 
allotments ,~hlch it makes to the states. , e have secured 
great bonoflt from these funds. After consultatmon ~th the 
Qu~rterm~ster G~aera] and other chiefs of services and wmth 
G-4, s program ms dravm up as the baszs of negot~otmon ~,zth 
the ~{.P A As a rule, every [ P.A allotment zs sapplemented 
by a Lar Dcps~rtment contrmbutzon of personnel ~a supervisory 
c%pac~t~es, m%ter±al, and other fbnds, the W.P.A allotment 
servzng to supply the bulk of the labor on the 0ob plus a 
small allotment of f~u~ds for other than l%bor costs. Careful 
coordlnatmon of these allotments and the ~llotmonts of the 
%ppropr~ated fund~ for barracks ~ud qu~mrters, and smm~lar 
purposes, ~s necessary stud should be studzed long mn advance 
zn the ~jar Department, so long as there ~s any prospect of 
contmnuzng these rollef approprmatzons 

Direct gr~nts to the ~%r Department are not the only 
source of these emergency funds. The U P A has allotted to 
state Admlnlstrators, in proportlon to the unemployment in 
the vam!ous states, vast sums for the p~3~@ose of mnolioratlng 
that s!~u~%tzoa By personal contact, ~ost and corns area 
commanders have been able to persuade state admznlstrators 
that th~mr posts b ave worthy projects, th%t the expendlturo 
of some of the relzef funds allocated to the states repre- 
sents money gomng back to property of the Federal Government, 
mn addltmon to afforal~T employment ~ zthmn thelr states. 
The Budget and Legmslatlve Branch Is charged vlth issumng 
such Instructlons to corps area and post commanders as ~"zll 
faellltate saqd coordinate the presemtatlon of thelr requests 
to state admlnlstraters and oxpedlto thelr being put Into 

q s- 
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proper form ~hen th~ proposed allotments from the several 
states hove been received here ~n the natmonal headquarters 
of ~ P.A , the ~Vaz D~partment endeavors to bring a p~oper 
cons~deratmon ~_~ to obtr~n their approval. Thzs work re- 
qumrcs on the part of the branch constant and damly Ima~son 
w~th ~ P A , w~th the Bureau of the Budget, sometimes w~th 
the Comotro!ler ~ener~l. Durmng the fmscal year 1937, the 
Uar Dop~°tmcnt recemved mn all tventy-three m~lhons To 
gate ~n thms fmscal year ~,e have, I thmnk, well upv~rd of 
forty mzllmons. They ~rc really mmporte~t f~_nds. 

! th~nk I h~vc nov g~vcn ym~ cons~der~Lble dctaml on 
the ~r Dcp~rtnent's treatment of ~ts f~scal and legmslctmve 
probl~ms as they bear on ~ts m~l~tary problems mn t~me of 
pe~co 

At the invltatlon of the Director of the Industrl~l 
Co31cgc, I will dl~cuss to some extent the qucst±ons in- 
volved in w~r budgGts, I can say that thls can bc only a 
m~ttc~ for conjecttu~c becaase the lair, the flscal system, 
and flscsl condltlons of the country are constantly 
chnnglng, and the condltloms of presenting the ~ar Depqrt- 
montls vle polnt as to ~r~t will constltutc the Gssentlal 
slsc ~s o ~ the next ~nr may be qulte alffercnt fro~ the 
condltlons preva111ng durl~ the last ~r. In Congress 
has the po ~ er to declare ~Jar, in Congress hes the po~er 
to r~ise and support srmles, and mn Congress ~lll i]~ the 
deal,!on ms to ~ hat dctall it ~-lll dcm~mnd in conslderlng 
est~%tes for ~Jar Department approprlatlons ~nd ~n app~'o- 
prlatl~ for them Persom~lly, i beliGve that if w~r were 
no~ dcclarcd Congress would place at the dmsposal of the 
President, as ~t has ~n the past, a fairly large lump sum 
to be apphed, mu h~s 3u@@~nent, to meet the most urgent 
~cd~ete neccss~tzes Th~s sum would be small ~n com- 
parison ~th the real needs of a meDor w~r, ~d Congress 
~o~i~ ~n~cd~ately t~c mnto cons~dera?~on ~stm~mtes pre- 
pared by the War Department to carry out ~ts plans for ~ts 
s~ro of navmom-i defense At the begmnn~ng of the ~orld 
Vzr, Secretary Baker ~ont to Congrcs~ and mn hms openmng 
statement ~sked thst the Zar Department estimate, whmch 
hc was submmtt~ng ~s a dof~cmency for tl~t f~scal ye~r - 
nesrly threc b~llmon dollars - be approprmated mn one sum. 
Th< commmttce took issue v~th h~m nnmcdmately end stated 
that ~hmle ±t ~ould not requmre the ~o~t to be 3ust~fzed, 
as ~t would ~n peace t~me, mt mntcnded to appropriate the 
money under th~ general headzngs of the ~ar Department 
Appropriation Act, and the Committee so exsm~ned the est,- 
notes ~h~ch ~erc sub~mttcd by Mr. 9~o_ker. It approprmatcd 
for pqy, subsistence, ordnance, etc., ~n the ~qonnts of 
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two billions two hundzed end elghty-one mllllons The U_~r 
Department estlmated for its requlroments in round figures, 
ba~ed upon per caplt~ or m111tary ~u~it prlccs; and the appro- 
priation was enactea oo os to allov~ considerable ±lex~b~hty 
~thln each spproprmatmon title, It is my op!nlon, ~fter 
tJking to members and to old and est~bllshcd employees of 
the approprlat~ons cozmltteo, that the Congress would follow 
very n~ch the same proccdure now. It ~ii develop, cs in 
the past, that the ~hr Department carmot expend these huge 
s~s ~n one f~seai ycs~. The f~te and the probable expendi- 
ture ~i!l be a m~ttcr with vhlch Congress w~ll greatly con- 
corn itself for it must build taxation or lo~n progr~s to 
finance that expenamturo as the checks are presented to the 
T~ casury for payment Since great quantities of g~LnS, cloth- 
ing, ammunition, airplanes, and other military supplies t~-~ke 
a long time to manuf~cture end only ~ portion of the checks 
v,~ll be presented for payment ~.ithln a fzsca! yes.r, the 
Congress vmll reso~t, as ~t h~s ~n the past, to legislative 
contrsct authorlzatzons, ~zh~ch in effect ~ilo the ,~r 
Department to place th~ orders and hlch pledge the Govern- 
ment to appropriate the pay for tha~ za th( future ~s the 
supplies are de]iv~re@ 

As to the basis of formulating the War Department's 
estimates, we are in a much better oosltlon than we ~Tere in 
1917 and we wo~Ad be in a still better po~itlon if our 
moollmzatlon plans could remain stab111zed for a perlod of 
three or four years at a tlme The ~our Army Pls~ had just 
reached the point where thls fiscal l equlrement could be 
calculated for a given period of time when it was chsunged, 
now we have gone to the Protective Moblhzatlon Plan The 
result of this plan has been to reduce inltlal requlrements. 
G-4 has completed a very thorough and exhaustlve study of 
the war reserve requirements under the Protective Moblllza- 
tlon Plan These, of course, furnlsh the guldlng hne toward 
~hlch our peace-t~T~e efforts should flow, for these are the 
esseatla! mllltary ~cqu~rements ~ich should be on hand to 
brldge the gad before industry can reach a speed of pro- 
ductlon commensurate w~th expenditure of materiel Any 
deflcmt in war reserve items remalnlrg on M-day vril], there- 
fore, be a first item of war expense for consideration and 
w111 be largely taken care of, we hope, out of the lump sum 

In addltmon to the war reserve item, of course there 
is the very Important program of The Assistant Secretary of 
War on aids to manufacture which should recelve equal 
consideration Thls year we were able, I am very happy to 
say, when we submltte~ orLr supplomen%ary estimates ~nd~r 
the President's messsge, to include a sizeable item for the 
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reductlon of that doflclency in alds to manufacture, as well 
as a falrly good Item for redactlon of deflclency in war re- 
serves From the Protectlve Moblhzatlon Plan itself it is 
not dlfflcult to compute in a falr degree of acct, racy the 
requlre~ents in pay, clothlng, subs!stence, and shelter for 
any gl~on perlod From the color plan anvolv~d would come 
the informatlon on whlch to b~se costs ~or the transporta- 
taon of troops and sDpplles, and from the character of the 
imp~ndlng operatlons and progresslvc plans of the War Dep~%rt- 
mont to meet the eme.gency, w111 flow the determlnlp~ factors 
for the bulldlng of further estlmates Wlth the amount of 
study that has been put upon the moballzatlon of industry, 
as well as ~pon the moballzataon of manpo,ver, I belleve that 
the oaslc data as on hand in the Wa~ o Department to enable 
!ts plans to meet any gaven sztu~t!on to be rapldly 
crystallazed into estlmates for funds. As a matter of 
Foractlco, !n the Wa~ Department in z~oace tlme we flnd that 
the estimate of one agency when submitted to the scrutlny 
of a ~,eil Informed fact-flndlng body often contalns re!stakes, 
mlscalculatlons, smd duplmcatmons, and that priorities ace 
not often well balanced If tmmc w~re ava~l~ble and the basmc 
mobm~ mzatmon plan would remaan stab~l~zed sufficiently long, 
i bclmeve ~t ,rould be an excellent ~dea to cause the fascal 
scope of the Protective Mobml~zataon Plan for a gaven peraod 
of tmmo to bo estmmated by the procurmng agencaes and then 
to sub3ect these estLmates to a~n exam~n~taon by such a f~ct- 
fandang committee to se~ t~u~t sll the sloments of the plan 
were provaded for, that st~bzlazed pr~or~taes an themr plan 
are ~n their ~elatmve order of mmports~uce ~n the estimates, 
that two agencies arc not askang for funds for the same 
th~ng Such a committee m~gnt well be composed of repre- 
sentatives of the Deputy Chaef of Staff, all the General 
St~f dmw~mons, and the Plsunn~ng B~s~nch of The Assistant 
Stcrctary of War's 0ff~ce The attitude of thms exsm~natmon 
shot, ld not be to force economy, as as frequently necessary 
~n peace t~mo, but to s~e that we get the most ~ar and the 
most effective war for the money In ~ar ss ~n pe~ce, I 
behove that one agency c]ose to the Chmef of Staff must he 
constantly employed zn assemblzng, scrutmnmzzng, ~%nd pre- 
senting to the Pros!dent and the Congress the Wscc Depart- 
m~nt~s r(currcnt estmmates of funds necessary for the 
~osccut~on of ~ts a~ms. Speed w~ll be &u cssent~%l factor, 
therefore, the number of people ~ho appear before the 
con~nattecs ,~mll undoubtedly be r~duced, had favorable 
Congrcssmon~l actaon w~ll de~ocnd ]~orgcly or. the confadeuce 
~bach the Congress has ~n the abzlmty and the mntograty of 
the few men who appear before ~t 

I could not toll you much about my troubles, but that 
I thlp/~ Is about the story of what ~ e do from day to day. 
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