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I have ®een requested to talk, this morning, upon the budgetary pro-
cedure of the War Department in tire of peace and upon such i1deas as I
may have upon budgetary procedure in time of war.

THE WaR DE-ARTWIENT BUDGET,

Deputy Chief of Staff, Since peacetime procedure 1s contrclled by
the Deputy Chief of Staff, we can best begin the discuszion by defining
his duties which, as set forth in Army Regulations, are in part as follows’

"His office 1s charged with the preparation of plans and
policies 1n connection with legislation and with military es-
timates for funds, with processing budgetary mratters in thre
General Staff; with reports concerning legislation and requests
for legislation that come within the purview of The General
Council or that are referred to the General Staff.”

As these regulations indicate, the Jar Department budget 15 initiated and
finally determined in the office of the Deputy Chief of Staff, subject,
of course, t0 review by the Chief of Staff and the Seeretary of Var,

The agencies which are emvloyed 1p the preparation of the anrual e<-
timates for the support of the Vdilitary Establishment are

Budget and Legislative Planning Branch,® The Budget aud Leglslative
Planning Branch of the General Staff, which 1s part of the Office of the
Deputy Chief of Staff, 1s chafged with two functions under these regula-
tions

First., The formulation of policv relative to the War Depart-
ment's estimates, their processing through the Department
from their inception until they are tranomitted to Congress,
as a part of the President’'s budget, and their subsequent 7
presentation and defense in Congress,

Second, The processing of general legislation, otler than bude
getary, until 1t 1s enacted into law.

General Staff, The General Staff, as you will see as we go along,
participates continuously in 1ts proper functions of *plannineg, supervision
and coordination in connection with the preparation of the Budget. The
Chiefs of the Divisions as members of the General Council are emploved as
an adviscry body by the Deputv Crief o otiff during his consideration of
the Tentative and Final Directives,

Budget Officer for the War Lepartment, The Budget and Accourting Act
requires that each Department of the Government shall have a budget officer,
The Budret Officer for the War Department is the Chief of TFinance He 1s
responsible for the preparation of the estimates an proper form,

The content of the war Department hudget, however, 1s contrclled by
the General Staff. The uUffice of the Budget Officer, in fiscal matters, 1s
analagous to that of The Adjutant General in administrative matters, It
1s the office of record and the operating agency, It 1s the charnel of
communication between the General Staff and the estimating acencies and,
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1n routine matters, between the War Department and the Bureau of the
Budget.
v

Budget Advisory Committee The Budret Advisory Committee 18 noml-
nally an agency of the Budget Officer for the War Department in the con-
s1deration of preliminary estimates. In fact 1t 18 an agency of the Chief
of Staff, sppointed by the Secretary of War, Its membership 1g not
definitely fixed by Army Regulations. I+ consists at present of the Chief
of the Budget and Legislative Planning Branch, who 1s Chairman, his as-
sistant, a member, each, from the offices of G-3, G-4, the Assistant Sec-
retary of War, and the Budget Officer for the War Department. These
officers while s0 serving are not special representatives c® their Chiefs,
The Committee 1s a fact-finding agency of the #War Department as a whnle.
It 135 empowered t0 hold hearings and summen any witnebses in the War
Department The Committee, in short, is the agency which prepares the
budget 1n accordance with the Tentative Directive subject to review by
the Deputv Chief of Staff and the Chief of Staff,

Control of Budget by the Chief of Staff Placing the formulation of
the budget, and 1ts later defense before the Bureau of the Budget and
Congress, directly under the Chief of Staff and the Deputy Chief of Staff
rather than in any one General Staff Davision insweres:®

First, a balanced consideration of all matters from the point of
view of the Army as a wholc - neither Persomnel, nor Opera-
tions, nor Supply baving a oredominant position,

Second, every important project of the War Department requires
funds, Through his direct control of the formulaticn of the
budget, the Chief of Staff exeicises his most powerful
means in shaping the course of the Armv directly 1r accord-
ance with his own policies,

Thir€, importurt decisions, which in the later stages of the
budgetary procedure have te be made quickly, are facilitated.

Budget cycle, The Budget cycle 1s « long one. Nearly a year and a
half elapses from the time work starts on a new budget until funds be-
come avallable for expenditure,

The first opsrations in the preparation of the pudset and the
scheaule for the fiscal vear 1940 follows

First Step - Call on General Staff Divisions, The first step, as
shosn, 1s a memorandum from the Deputy Chief of Staff to the Assistant
Chiefs of Staff requesting that they formulate and trainemit to the Budget
and Legislative Planning Branch those recommendtions, pcrbaining to
their functional responsibilities, which they desire to be incorporated
1n the Tentative Pirective., Detailed statements and estimates of costs
are not reduired except in the case of new activities when _cneral state-
ments are submitted, The General, otaff Divisions are direct.d to obtain
the views of the estimating agencies, which are coordinated and inciudes
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in their recommendations, A4t the same time =2 copy of the memorandum 1s
furnished the estimating agencies for tneir i1nformation and guidance.

Second Step - Recommendations for Estimating Agencies, Two weeks
later the recommendations of the Estimating Agencies are forwarded to
the appropriate General Staff Divisions for consideration in connccetion
with the proposed programs of those Divisions. In the meantime, of
course, there has been direct and informal contact between the Staff, the
Arms and the Branches G-1 18 concerned primarily with matters of per-
sonnel, frequently with the concurrence of G-3  G-3 has primary 1nterect
1n training. G-4 with programs for the augmentation of armament, equip-
ment, and materiel The WPD with Seacoast Defense. There 1s necessarily
some overlapping in functions and differing ideas but, as a rule, the
recommendations of one General Staff Division, when submitted to the Deputy,
have the concurrence of the others concerned,

Third Step -~ Consideration of Gener.l Staff Recommendations by the
Deputy Chief of Staff. ™he recommendations of the General Staff Divisions
are then forwarded to the Budget and Legilslative Planning Branch where
they are consolidated, analyzed ind submitt<d to the Deputy by memorandum,
and in conference, stating the opinion of thut office upon the proposals
receilved.

The Deputy subsequently calls a mecting of the heads of the General
Staff Divisions, who, as stated, are members of the Geresril Council, There
the consolidated program 1s considerced i1tem by 1tem, with free di<tacsion
by all memrbers present.

The program, as amended by the Deputy, 1s then submitted for the con-
sideration of the Chief of Staff. When approved by the Seccietary of War,
1t 18 prepared in final form by thc Budget and Legislative Planning
Branch and promulgated in a documsnt known as the Tentative Directive.

It constitutles the guide for the Estimating Agencies in building thelr
money estimates,

Submission of "Abstracts of Costs™ by hstimating sgencies  The
preliminary estimates are prepared by the cstimating sgencies in accord-~
ance with the Tentative Directive, and are designated as "Abstracts of
Costs™, They are submitted to fthe Budget Officer for the ‘var Department .
the latter part of May, the agencies having had approximatcly 2 month
for their preparation. They are then referred by him to the Budget
Advisory Committee for examination and report.

Hearings by Budget Advisory vommitbes I have .revicloly doescribed
the membership and the functions of the Sudeet Advisory Corunittec During
1ts hearings, which begin on the first of June and continue throughout the
summer, the Committee carefully goes into the detail of each i1tem in the
Abstract of Costs It 1s guided, of course, by the Tentative Directive
but that document is by no means <1ll inclusive, It does include 1in-
structions, as yon have seen, for personnel, for ftraining, for augmentation
of equipment, for research apd dcvelopment, for Seacoast Deiense, and so
on, But 1t contains no definite provisions with reference to the great
number of projects pertaining %0 the maintenance of plant and equipment,
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It 15 the busiress of the Committee t0 rzamine very item in the Abstraict
of Costs. Those that are authorizcd by th> Directive must be examined as
to toth sufficiency ind cost. Others must be exarined not only as to
cost rut as to whether the; should even be lngluled i1n the estimates,
Decisions i1n these matiers are made by the Chairman and as a rule are
acccpted ~s final by the other members of the Committec Otherwise 1%s
sessions would te interminable. The extent of this pruning .S scen by
the action of the Committce 1n reducing the preliminary total of the 1940
estimates from $548,000,000 to $518,000,000, 1 reduction of $30,000,000.
Tha hearings constitute a long und exhausting labor. Last §ear the ses-
si1ong of the Committee were not completed until the end of sugust, and
1ts report 15 a siZaonle volume.

Report of Budget Advisory Committees This report 13 a complete docw
ument, showing, Tor each project snd sach 1fem, the omounts requested by
the Lstinating agencieo, and these recommended by the Committee., All
facts are inclided in such form that the Devuty Chief of Staff, or the
Chief, can readily make such changes 2s will build a budget 1n any de-
sired amount and contalning all the programs for which i1t 1s desirable
to rake provision,

Reclamas., I should add that Estimating Asencies are informed of the
recommendations of the Co-mittee, and, 1f they do not agree, are piven an
opportunit; to sibmit reclamas for the consideration of the Chief of
Staff,

Consideration of Report by Deput, Chief of Staff, The Deputy Chief
of Staff goes over tris report in great detail, assisted by the Chief of
the Budget ana Legislative Planning Branch  The Deputy must not only be
satisfis4 with the details of the estimates but he must view the Budget
as a whole. Altered copnfitions ray indicste ftpe desirability of chang-
1ng some of the programs contzinedl in the Tentative Directive or of add-
ing others, Until the reyort of the Budget Advisorvy Committee has been
completed, the total cecst of the Budgeet recommended tannot be foretold,
Decision must now be mide 1o 10 the tot4l of the estimates which shall
be forwarded to the Bureaua of the Budget This 7w 1nvolve considera-
tion of the World situ tion, the fisc.L condition of the government, and,
1n some year~, HExecutive instructions, Nothing 1o to oe gaired by pre-
senting 1n eftravar int figure to the Bureau cf the Budeet. e isk for
those thinge "or which we have a sound defense ann which we ma reszson-
ably expect to get. The transmitting of e<fimxrtes out of proport.on to
these considerations would resalt in drastic redvctions by the Bureau of
The Bud et from . ,urely fiscil standpoint ~na in disregard of military
priorities, Progrims would be determinea o7 the Bureau of the Budget
rather than by the secret.ry of har

Before arriv.ne ot wis “i1n 1 recormendaticr, the Deputy Chief of
Staff has sagaiin had the venefit of conterence vith the heads ¢f General
taff Divisicns and sometimes the heads of principal estimabing agencies
in which 1tems of tlre military program ave all thoroushly discussed.
Throuek his final action on the report of the sudget Advisory Committee
the Chief of S5taff esteblighes his final milatry pregram. This 1n
turn establisheos the limiting amourt for ewh appropriation wnich the
¥.r Department 1s to forward to the Bureau of the budget Mo (hief of

Sranch 1s then permitted +o advocate rmore,
e
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F.nal Direciive, Based upon these decisions fne Directive, 1n 1its
flndl_form, 18 promuls.ted 1in the latter part of aAugust to 11 conccrneda,
In their estimates for submission to the Bureau of the Budget, which are
now prepared, the agenciles are guided by the Directive, by the limiting
totals of appropriationg which have been fixed nd by the recommendq-
ti1ons of the Budget advisory Com~ittee, copies of which have previoi.l.
been furnished them.

After the estimates are received oy the Budget Qtficer ror the o 7
Department they are checked by the Budeet advisory Comrittee to see that
they are in accord with the military program is set forth in the Final
Directive, that no 1tens appear, for which 1%t does not provide, ind that
there 1s legal authorization for all .tems which =re included,

Hearings by the bureau of tne Budget Under the low the estin tes
must reach the Bureau of the Budget by the 15th of Seplerber nrd the
hearines usuallv t2ke plzce i1n hovenber At theilr opening tre Ch.ef of
Staft wmAd the Director of the Bureau of the Budget 1ire present in person
The Chief of Staff makes an or.l statem.nt, prepared by he Budget and
Legislative Flanning Branch, covering the program in gener2l and empra-
sizing those projects which h~ deems of particular importanc-, There~
after the hearings are conducted by a fact-finding and ~n advisory com-
mittee of the Bureau of'tne Buaget, The estimates are aefended in detnoil
by the heads of the estimating agenciles accompanled by such assistirts
as they may consider necessirys, The Chief of the 2ud <t und Legislataive
Planning Branch remains in chexge of the War Departme. t herin.-s is the
representative of the Chief of Staff ard the oecretiry of Wiar, 113 role
now 1s the reverse of the one which obtained Auring the he.rings conluactad
by the Budget advisory Committee on the preliminarv estimates, Tuen he
was the examiner and demanded justific ftior of every i1tem., Before the
Bureau of the Budget he is the earnect z2dvocste rd deferder of the cs-
timates to the last dollar

The estimiteq are subjected to 2 oearching scrutiny by men whose
knowledge of W-ar Department Tiscal rejuirevent. 1s consider ble, 1d
whose objective 1s 1o kecp Government expenditure to *he rinlnuwn, o1v-ry
aollsr in Fhe estir tes 1= carefully wei_hea .nd tho cefense or the nvor
Department for 1ts expenditures must be deto1led .o concliill “Ccul ite.

At the conclusiop of the heur.n’s, 1t1s committee acte o the .
Tindings and recomm¢nd.tions before 2 Bo rd of mevier, o. thicer the
Lirector 1s Chairrar oo decisions, of court , are controlling to
the wounts recommended by the Bureau of tne Budeet. Ior the infor~ -
tion of the rresident, m.oter sheet< are ther prev roa <hooring, uider
e.ch appropriation title, the amount 1 proori.ted .or th. cirrent « r,
the amount reguested by +he Woir Depurtment for the next yeir, nd thit
recommended oy *he Bureau of the 3udzet, witbh Tull explamitor: ramirk<.
The Director takes thes~ sheets to 1h  'hite House nd goes over them
personally with the Przsieent wsho indic.'es such clhang.s 95 he d sires
to he made.

’
In December, the sarcau of the sudgoct transmits *o the o cretary
of War the limiting figures of tne Wir vepartment estimates by, artro-
priation title. So much for "Pay of the Arav", so much “cr "Travel’
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so much for "Clothing and Equipage™, so much for "National Guard", etc,,
together w.th sach changes of languaise is have been approved,

Habitually the revision of the Bureau of the Budget 1s downwyard,
and the Wwar Departaent must «again readjust 1ts estimates within the
amo .nt 2llowed for each appropriation. The Budget and Legislative Flan-
ning Branch analyzes the effects of the cuts upon the uar Department
program, consults General Staff Divisions when necessary and prepares
the necessary instructions for estimating agencies which are sent from
the office of the Deputy to the Budget Officer for the Wer Department
for distribution. Generally speaking, within iy appropriation, the War
Department may redistribute funds in 1ts best judgment There are cer-
tain exceptions to this general rule. The Bureau of the Budget f-xes
definitely the amount for each project under the appropriation "Pay of
the Army" By this means it defipitely controls its persconnel strensth,
It also provides money for construction items by prroject, so there can
be no departure from the proégram presented,

The basis of cther reductions made bv the Bureau of the Budget, by
projects, 1s cbtained informally and ftransmitted tc Estimsting agencies
for +their information These are ro% mandatory but are followed to 2
ccnsi1derable extent in the revision of the estimates. The revised es-
timates are then forwarded to the Bureau of the Budget t0 be pripnted as
a sectien of the Presidert's Budget which 1s transmitted to Coprs ress wit
his me,sagre on the second day of the session, Until that day, everything
in connection with the formulation of the budget estimates 1s cinfiiential,

At an appropriate time during the session, the m111tar§ Subcommittee
of the House Appropriations Committee, commences its hearings with a view
to formulating the Bi1ll for the support of the Military Establishrent,
These hearings usually list about three weeks,

Again the Chief of 3taff makes a genéﬁal statement covering War
Department policies and +he , rincipal provisions of the estimntes, The
Chief of the Budget 1nd&Leglslat1ve £ annin, Branch remiins 4. his repre-
sentative throughout the hearin: sj ind, again, the chiel. of the es~
timtine gencies appreir wnd defend iheir estimates 1 detiil.

Under tne terms of the Budget nd Accounting Act, representivives of
the oar Department are estopped from advocating any increqce over the
President's figures. This 1s well understood in Congress, Therefore, on
their own responsibility, comrittees frequently ask questions which
nust be answered nd which lead te tre o:_cussion cof 1tems rot inclued
in the budgest

Tn due conise of time, the bill 1s reported by the Avpropriitions
Committee of the Youse, wd 1% 15 th  dAyty of th.s Branc & i 0o analyze
for the Chief of S+ iff the efisct o1 the action of the Cormittee upon the
War Department pro.rar, The B1il 1s carried to the floor and i1s defended
by the subcormittee, and, during the course of 1ts -ro, ress through the
Hoase, J/ar Department representatives watch 1t most carefally, offering
such further last-minute adviece, recommendaticn, na infermition i1n the
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name of the Secretary of War, as 1s calculated to ensure the best vossible
action.

Although the Militarv Subcommittee of the Appropri.tions Committee
conducts extensive hearings, the charges from the President's budeet,
contained in the Bill which 1t introduces in the House, °r- minor. Witb-
1n a total of $485,000,000 contained in the Budget for the current fiscsl
vear the net change was less than one million, Howsver, +the Commi%ttes,
in conducting lengthy hearings, 1s properly carrying (ot 1ts segisl tive
responsibilities The members must be informed upon the provisions of
the estimates 1n order %o defend them on the flecor of the House. Deb to
1s lmmited and few proposed amendments to the bill, as reported by the
Comritltee, are ndopted.

After passige by the Housce, the Bill 1g irtmediatelv intiroduced in
the Senate and referred to the Senate Appropristicns Com~ittee. (niike
the House, *he Senate Cormittee, which conbiders the & r Depirtmert Bill,
1s assisted by the Chairnan nd two 1embers of the Sen-te Committee on
M1l.tary Affairs., The House for some reason doe~s mot do thi,, ana from
the military point of wiew, 1t 1s unfortun.te.

g *

The Senate Committee hearin_s usutlly follow very quickly -~Tter
the receipt of th= bill. The Chicf o1 ot £f, assistgd by the Chief of
the Budget and Legislative 1lenning Braich, .s ifually the oriy W r
Dep-rtment witness, althouch it may develop during the co rse of the
hearings that tre oenate Cormittee desires to hear nore detailed testi-
mony on certain technical points, i1n vhich c¢nse appropri-te officers re
sent for, The House £111 constitutes thc frame-work .nd the Senate Cor-
mettee usually confines 1tself to moking such changes 1= 1t desires in
particul ir 1tems, It sometimes adds 1tems which the Hou, h-s onitted.
The W-r Department franklv st.tes i1ts opinion of the House Riil and indi-
¢cates such changes ¢s will 1n 1%s opinion, within the limitit.ouns ¢of the
Budget, improve the mill, Agair represent.tives of the Bud et and Lesio-
lative Planning Branch szre avallable t¢ +npe Ch irman of the Senate sub-
committee to furnish such d.ta, 1mformatico, nd 3aviece - 11l hest 1d
1n the debate of the bill «n 1h~ floor of thne -enite

H

When the b1ll 1s passed, 1t goes to confer-rce wh=re the voints of
difference between the House and Senztc re irened ocut, It then :0es to
woth Houses for confirr tion of the Conference Reocrt ard shen*his has
been had, 1t 1s signed by the Vice Presidént and ry 1h oresker and .ocs
to the President for .pproval, 1he Tres.dent refors tne bill through the
Bureu of the Budget to the wir Dgpartmert for rovwort, &, € course,
the Wur Depertinert habiturlly recomminds thot the Pr.~.d nt pprove +he
b1lil.

14

The bi1ll ‘or the current “1scul y 1 wis ~1 nod on april 25, 1739,

the one for the fiscil year 1938 w.s not approved u t.1 July 1-=t,

Deficiency Bille. Besid s the arnu:l Appropriagiod act, *h r De~
partnent frequently hes .mport.ant items ir dcficiency biils which provide
for unforeseen requirements which cre immedi ttery neg.ss rv ouch bills
usually are routine
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Expenditure Program  Vhen funds have been appropricted, their ex-
renditure becomes =z nmitter of current finance, This 13 1 function of
G-4, wrich Division, immediately after the Appropriation Act h-s been
passed, prepares an Expenditure Program for the fisc.l ye-r

Budretary Summcry The foreroing recitsl of budgetary procedure
1n the War Ecpartment wiil convince you, I think, that 1ts control re-
quires not 1erely acquaintance with fiscal matters but the broadzst
military knowledge thit cmn possibly be brought to be.r  Every member of
the Wiar Department General Staff must necessarily be concerned, directly
or ipdirectly, with the preparatien of the annual budget, as every activ-
1ty requires morey. So when you become members of the Staff, bear that
fact in mind. In the formulation of plans vou rust consider not only
what the immediate fiseal elffect will be but the cumul.tive eifect in
future years., Yoa should remember also that, in the final analysis your
plans will be subject 0 examination from both 3 fiscal and political
standpoint by men who are rot soldiers and whose viewpoint mgy be entire~
ly different from your owne.

Legrslation. The secona fanction of +the Budget =nd L-gi=l- tive
Pl nning Branch 19 the procesgsing of legislation proposcd by the War
Department and cf reports on legislation affecting the Depairtuent but
not sponsored by it.

Appropristions for the support of the Militory Establishment are
made 1r accordance with law, and Congressional rules prohibit the enzet-
ment of legislation in ar appropriation bill., Therefore, 1t s recessary
that the War Departmert frequently seek th. enactment of authorizing
legislation »rior to requesting funds to put i1pto effect 1ts vlars tor
rational defense. A recent example 1s tne Act of last April shich pro-
vides more effectively for the national deferse 1n ccordance with the
rccommendations of the President in his slessage of Januwry 18tn. Amcng
other authorizations 1t fixed the commissicned streirtn of the Army at
16,719 to be obtained 1n approximately ten equ~l increments, Tixed the
enlisted strength of the Air Cor.s at 45,000 and authorized an airplane
strength of 6,000, Future appropriations must be 1ir accord with thsse
avthorizations.

The obteaining of genernal legislation i1s another methodic 1 prnces§
It starts in the early f1ill through c=1l on the Generel Staff Divisions
ar.1 other agencic¢s of the War Department for matters which should be
ncluded in the Legislative Program to be submitted to the Corsress,

Trese 1tems come up through the General Staff Divisiors to the veputy Chief

of Staff and 3ire an~lyvzed for him 1n the Budeet »nd L _.orative Planning
Bryvuch. After approv.l by the Chief of 3t.ff the proposed legisletion
1s forwarded to ihe Burcia of +ne Budget by lctter of tronsmittal wsking
1f the piopos=d .-gislation would be in accord with the program (£ the
President

If the President, acting tirough the Burvea of the Buagrt, st tes
th .t the legislation will rot te in accord w.tt .1s program, tn #ar
Departrent 1s, of cource, prchinited from forwardirg 1t to Congroe.s. 1f
he st .tes thit the legislat.o: will be _n accorid with his proeram that
fact 1s dded to the Congressional letters, Thcv are then signcd br the
Secretary of War and sert to Coneress.
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The Chairman of the appropriate commitiee, 7s a rule, introduces
the b1ll, and 1t 1s referred back to his committee which generally cen-
ducts the hearings. Personil and political considerations frequently
come 1nto play and the processing of these bills through Congress must
be most carefully watched. General legislation passed ~t the last
regular session of Congress included, among other meisures, the follow-
ing

a. Provision for the rank of Lieutenant Gensral Tér
the four Army Commanders.

b. Probationiry appointments in the Regular Army

¢+ Provision for a Deputy Chief of St~ff ind san in-
erease 1n the strength of the War Department General Staff,

d., Advanced rank on retirement of the Commanding
General, GHQ Air Force.

War-time Budgetary Procedure. We now come to a discussion of bud-
getary procedure in time of war., The subject, in the main, involves
two major questions

First, What were the requirements of Congress durin. the
World War? Will thev ‘probibly be the same in fubure®

Second., What action i1s 1t practicarle to take in tre prepar-
ation of estimates in time of peace for prompt submis-
s1on to Congress in the event of 2 future emergency”

World Wfar Procedure, At the beginning of the World #ar, Secretary
Baker went to Congress and asked that the War Departnent estimate, which
he was submivting as a deficiency for that fisceal yeir -- nearly three
®1ll1ion dollars -- be appropriated in one sum. The Committee took 1ssue
with him immediately, 2nd stateé th.t while they woald not require the
amount of detailed justificemtion that they would in pe cetime, they in-
tenied to appropriate money under the generil headings of the War Depart-
ment Appropristion act, and they so examined the estimites which were
susmitted by the Secretzary of Wir. They 1ippropriited for pay, they
appropriated for subsistence, for ordnance, and so0 Torth, in the amount
of $2,280,000,000 The W.r Department estimated for its requirements
in round figures, based upon per copita or ralitary anit prices. The
appropriation was enacted so is to allow consider-ble flexiWwility within
each appropriation title.

It may then be reasonably =assumed that Congress, in future, will
follow essentially the sume practice s in the past,

Preparation of Egstimates in Time of Peace The preparation of es-
timates for wartime requirements is actually in progress. They Aare
resed on tHe Protective Jobilization Plan with which you =re familiar,

flar Reserves. First, we should not only estim=te for but procure
in time of peace the war reserves th~t must be on hand on M-D-y. These
requirements huve already been determined, They consist, first, of
critical i1tems which wiculd be neede€ immediately =t the outbreak of an
emergency to equip the units in the Pnotective Mobilizntion Plan Force
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with modern irms and mupikions. Due to the long period of time required
£0 procure such 1teus, 1t 1is vitally important thst they be on hand be-
fore the emergency begins. Estimates covering the shortafes have
rctually been prepared.

Second, the initi:l equipment of esgential i1tems required for the
mobilization st veace strength of existing units of the Regular srmj
and the Maticnal Guard and for their maintenance during a2 period of
s1x montfs, Edsential i1tems are commercial products, such as, motors,
clothing, =and tentaoge. Even though they can be obtained commercially,
1t 1s highly important that they be available to active units sco that
they can take the Pield without delay. Estimates for the deficiencies
in thése 1tems hzave ~1ls0 been prepared

&

Third, arsenal facilities and 21ds to manufucture -- that i1s tech-
nical machinery th t should be i1mmediately 2vailable to industry in an
EMEeTrgency »

All of the i1tems included in the foregoirg programs should be pro-
cured or established in time of peace but should there be .ny deficits
1n Wor reserves rem2ining on M-Dav they would haive high priority in the
first estirates submitted to Congress.

Preparation of Estirates, Protective wbiliz.tilon Plun Prepara-
tion of estimates for funds required affer the event of in emergency, ‘s
I have stated, are bised on the Protective VMobiliz.tion Plin. The plan,
as you know, h.s been prepared by the Wb Department and 1ssued to
Cofps Ares Commanders who, i1n turn, h ve prepcred their subsidiary plans,
Instructions have recently been sent t0 these Commanders t0 prep re es-—
timates of coots to carry their plans into effect. The instruetions,
in p rt, are as follows

*

»

"a, Have such estimates ready at any tine for sub-
mission to Congresse

"b. Hiuve essential detgils of fiscal administration
prepared 1in advance. N

"Estimates for miny of the mijor 1tems of expenditure will
be 1nitially prepared within the War Department, For other
1téms, which would normelly not be included in the estimites
of the Chiefs of Supply Services, 1t 1s desired that tre
estimates be i1nitially prepared by the corps area commanders
and other field ~gencies.

"There 1s 1inclosed 2 list of appropriations and projects
under which 1t 1s desired that estimates of financial re-
girrements be prevpired and submitted by you. In the prepara-
tion of these estimates the anpropriate supply officers under
your command, 1n older to avoid duplication, should coordinzte
fully with their respective chiefs of supply services in
Washineton The estimate under each project should indicate
separately the -~mount required for obligation

"a., During the first 30 d vs of mobilization.

"b  During the periad 31M to 1204, 1nclusive."

The preparation of such estimates will, of course, tzke tirme but
1t sbould not be articularly*difficult since existing standardized
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comrutations prrmit 2stim tes to be made on 1 per capita basis, not
only for pa , clothing, and sabsistence, but =alsce for shelfer, utili-
ties, ete., For exampl , the cstimated cost of providing temporary
housing for 8,000 men, including administr tion buildings, store-
houses, etc., 18 $5,800,000 or $725 per man.

The Protectiv. mocilizotion Plan 1s basic. For .ny particular color
plzan 1t chould, in lirge p-rt, provide the ncCesswry dabar s t0 (0sts,.
Amendmentséwould of course be necessiry so as to providce for the T+ ns-
portation of troops nd supplies nd, frem th e¢h r et-r o imperding
operations md the rrogressive plms of the Wnr Dep rtmert to 1 (1 the
emergency, will flow the detormining faetors in +he buildirg of furth r
estinates.

astimating Agencies. Th estimates prescnted to Congress should

be prepar=.d by the s.me var Lepartment gencies who normally propare
them, While Corps Area, arry, cxempted station and other commarders wils
present their reguirements, the existing estimating gencics of tae mar
Department lone arc staffced, equipped nd trained to prep re stimutes
in final form. Thelr «mployrent would pormit the ov.luation of require-
merts subritt-~a by field comrmanders, prevent duplication, assure ag inct
omissions nd provia. completoe cost data for th ir v gy ctive nucds.

Budpet OFf 1cer for the W.r Department The estim.tes as preparcd
by the sever .l w.r Departmert arencies shoald then be supmitt 4 to the
Budget Officer for the ¢ur Depurtment for compll tior .nd coordin:tion,

Fisc 1 w.r 1L nnie, Committ_c, They .should subsequently o oir-
mitted to examin.tion by fiscil Vwor flanring vormittee 0 determine
th=t 111 elem nts of the Pl ¢ provided for. Lte functinns woul” be
simila.r to those of th. peicetime Budget Advisory Committece, but bro der
and consiaeraitior of the estilates wouldl h v to e docentrialized Its
membershiy probzbly o0uld cons:st ©¢ 1 pr sentatives of the Deputy
Chief of St-ff, 2ll General Stoff Divisiors nd of the Assist nt o cre-
try of VI r.

Rev1l v bv such Committee 1s essenti 1. It shoulo see that prieri-
ties re est-~blishea .n -ccordancce J1th troelr r 1 tive erder i1n the olan,
thet inter-r.1l-t @ stimat s re coordin~ted so as t0 <liminate duplie -
tiol nd waste. Alzo futurc withdraw ls from the Trcaisurs should te
calculated, The rate of =xp nditure 7.11 be - motter r7utl which the
President na Congr.ss will be ere i1l concerned ince +axat.cn 2rd hrnd
1esucs will oo determined by th. fuil cush rittdr.sam from +the Treesary.

In war, 48 .~ poc , T bruter t1rt o coney ¢io * tne Chy f
of ot ff rast const rtl/ b. -npley.d 1in asserbtling, scrut'rizing, and
presenting 0 the Preoident 1d Ceongress th o 1 lepartment' reecurr rt
estimat s of tne funds nec so.ry for *he orosc.cutien of 1ts yl ns.
Speed w.1ll be an ¢ssenti 1 T ctor, thercfo.. the number of poopl who
appe r before the Committecs of Congres. 11 undcuabtedly ve reduced,
Favor~ble Congr~ssicn.l action will depena l.rgelt ¢n the confidence
which the Congress has i1n th. bility and intcgrity ¢ + few men who
sppzar before 1%

Recoru of discussion filed in A, LC, Hocord Secticon,
~11~
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(Graph) Budgetsry orgonization of the War Department.
Schedule -~ War Department Budget -- fiscal year 1940.
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fiscal year 1940, Continued.

Tentative Directive -~ War Department Military Program for the
fiscal year 1940, Continued.

Schedule =~ War Department Budget -~ fiscal year 1940, Con-
tinued.

Justification of Estimate "Urdnance Service and Supplies.”
"Ordnance Service and Supplies, Army," Projeect 2.
(Graph) Progress of Military Estimates, fiscal year 1940

(Graph) War Department Appropriaticn Acts {Mllltary), fiscal
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Discussion
RUDGETARY PROCEDURE IN THE ARMY

Colonel Howard K. Loughry, G.S.C.

Q —~ Are real estste acquisitions purchased through the regular
budget or are they handled in the regular manner?

A —~ e have to get authorization for the procurement of real
estate. As a matter of fact, we went to the Bureau of the Budget
last year with the real estate program, which, I think, totaled some
$7,000,000, and the Bureau of the Budget recommended that $5,000,000
be authorized to be expended in the two fiscal years 1941 and 1942
The answer to your question 1s that we have got to have authorization.
Trere are certain exceptions - namely, the Fortification Act of 1917
authorized the acquisition of real estate in connectior with seacoast
defense and with fortifications. Vhen you want to accuire a site for
a seacoast battery, you don't have to have specific authorization for
1t. It's contained in the general act of 1917. But, generally
speaking, you have to have authorization.

Q —— When a need for money arises for some purpose for which
there 1s no existing guthorization, to what extent does the necessity
for obtaining authorization and appropriation in the same year impede
the thing?®

A —— Tell, 1t would depend entairely on the purpose for which the

money was to be employed. Vhat have you in mind?
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Q — Well, 1n a general case where there 1s a need for money but
there 1s no exasting authoraization, so 1t can't be included in a regular

appropriation until authorization 1s obtained.

A —~— In some cases the authorization would be required. If the
emergency were critical enocugh, we would go to the Bureau of the Budget
and the Appropriations Committee and ask for the appropriation for the
specifie purpose and not ask for a separate authorization, trusting
that Congress, i1n vaiew of the emergency, vould not raise the question
of authorization. If 1t did, then we'd have to get the authorizstion
separately and then we'd get them approximately simultaneously. That
1s conjecture in that answer. For example, we have got estimates now
which are before the Bureau of the Budget for construction that would
require authorization and i1t's the practice of Congress to get
authorizetion for construction prior to asking for the apgpropriation
of funds. In this case we thought that in order to expedite the
matter and 1n the belief that the situation might be considered as
critical, we could ask for the appropriation without getiang the
specific aunthorization. Which may or may not answer your question,

In other words, perhaps we could get by without the necessery authori~
zation 1n sore cases and we might run into dafficulties. But as you
understand them, the appropriations, in general, for the maintenance
of the Army and for the procurement of materiel and everythirg of that
character do not recuire specific authorazation. It's contained in

previous appropriation bills. It should be the exception rather than
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the rule, when we have to have authorization. In other words, I
don't believe that in the estimates for 1941 - with one or two
exceptions, and they are largely technical - we wall have to have
any authorizing legislation.

Q@ -~ Then there's not 2 hard and fast line drawn against
appropriations being considered by an appropriations committee for
a purpose thet has nolt been previcusly authorized by a military
committee”

A ~- Yes, there 1s. That i1s exactly the fact. Ordinarily, funds
carried 1n an appropriations bill would be subject to a point of order
1f they hadn't been previously authorized and in the exception mentioned
this would be the case. In an emergency, the point of order might not
be made. Normally 1t would bte made, or it would be anticipated. In
other words, the appropriation committee 1tself would not recommend
appropriations that had not been authorized before,

Q@ — What check 1s made by Congress as to the experditure of
this money according to the various items pending before the
Congressional committee?

A — They don't make anv check up at all. I might say that
so long after the funds are appropriated an expenditure program, as
you know 1t, 1s prepared and 1ssued to all the estimating and
dasbursing agencies. That program is prepared by G-4 and 1t's
prepared in accordance with the purposes of the appropraiation.

There 1s sometimes a departure from the specific purposes for which
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funds are appropriated. Generally speaking, there 1s an agreement
that funds will be appropriated for the purposes indicsted in the
aporopriation and as recommended in the estimate and which 1s not
departed from in any considerable degree. Departure i1c the exception
and presumably a justifiable one. Congress rests assured that the
money 18 expended as appropriated for. They don't mske any check up
on 1t except as 1t may come to their attention i1n subsequent years.
If there has been any departure from i1t they sometimes prescribe,
for example, that in the appropriation for the Air Corps a certain
sum should be expended for the procurement of airplanes. The money
appropriated for that purpose cannot be used for anything else.
Generslly speaking, they don't put checks on it.

@ -~ Would that be the basis for this investigation they are
talking gbout?

A -~ I don't know of any investigation.

@ —~ Is there appropraated for training, where the Army has any
particular maneuvers, any money for e¢laims that mgy arise in training
on land?

A —~ Yes, the language of the appropriation for field exercises
provides for the payment of dlaims, and, in view of the large amount
that 1s carried in the 1941 estimate, four field exercises are due
to the state of the maneuvers. Whereas the authority for local com-
manders for the settlement of claims has been heretofore limited to

$5.00, 1t has been increased to $500, and broader authority has been
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given to locd commanders for such claims., Is that right, Erown?

4 —-= I belaeve the apthority has not yet been given. It 1s
zontemplated. It's provided for in the language of the appropriation
b1ll and 1t's contemplated by the Acting Secretary.

Colonel Lewis —— Gentlemen, the time 1s short. We have another
conferencs. Any comments or questions by the instructors? Colonel
Borden?

Colonel Borden --— I have only one question. I understand that
you saird that certain appropriations would be exhausted i1n February
and that you were submitiang deficiency estimates. What happens if
we don't get them by February?

A —— This action 1s taken on the assumption that Congress will
make the pppropriation by that time. In certain appropriations such
as travel where we have practically employed all our funds, I don't
know of anything you could do except to stop travel or go to the
President and ask ham for suthoraization to exceed the appropriation
or to create a national deficit. There are certain appropriations
which the law prescribes so that deficiencires may be created in
accordance with the needs of the current fiscal year. Travel and
transportation - travel i1s included in transportation - would be
one of them. The president can authorize such an obligation for
the creafion of a national deficit in accordance with that law. As
you may know, we over-obligated the appropriation for transportation

by some $12,000,000 for the procurement of motor vehicles, the contract
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which was let i1n December. We got the specific authoraity of the
President for that action, ard 1f Congress should fail to appropriate
money by the first of February for the eritical appropriations, I
thaink we could again go to the president and ask authority for such
an obligation which 1s authorized by law,

Colonel Miles —- I have no question. I want to thank Colonel
Loughry for this interesting talk. I think eVveryone has been greatly
benefaited by 1t.

Colonel Loughry —- Thank you.
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