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REPORT OF THE COMMITTEE OF EXPERTS
ON BUDOETARY QUESTIONS.

The Committee of Experts on Budgetary Questions was constituted in virtue of the
following resolution adopted by Sub-Commission B on November 29th, 1926 (document
C.P.D. 29, page 2):

"The Sub-Commission notes the suggestion of the Joint Commission that it
would be desirable to secure the collaboration of certain experts eminently qualified
to deal with defence expenditure before the Model Statement, which would serve
to eliminate the difficulties arising from the divergencies between the budgetary
systems, is drawn up in its final form, and also the suggestion that selected items of
expenditure might serve as a useful index of the total expenditure for certain
definite purposes. The Sub-Commission considers that the immediate nomination of
a technical committee of budget experts would be of great advantage and decides
therefore to ask the Chairman of the Preparatory Commission, in conjunction
with the Chairman of the two Sub-Commissions A and B, to appoint members of
such a committee, which would report to the Sub-Commission on the questions
mentioned in Part IV, V-5, of the report of the Joint Commission."

The Bureau of the Preparatory Commission appointed the following experts to participate
in the work of this Committee:

M. H. PRENEN (Belgium), Inspector-General of Ministry of National Defence.

Mr. G. H. S. PINSENT (British Empire), Principal Clerk in the British Treasury.

M. Boris IVANOFF (Bulgaria), Chief of the Budget Department at the Finance
Ministry.

General M. VELIS (Chile), Chief of the Military Mission of Chile in Europe.

Lt.-Colonel A. ELIAS (Czechoslovakia), Delegate of Czechoslovakia to the Permanent
Advisory Commission for Military, Naval and Air Questions.

M. Risto RYTI (Finland), Director in Chief of the Bank of Finland.

M. R. JACOMET (France), Comptroller of the Army, Doctor of Economic and
Political Science.

M. WORBS (Germany), Councillor at the Finance Ministry.

M. F. ZUGARO (Italy), Director-General of the Intendance Services Department.

Captain T. HoRI (Japan), Naval Delegate of Japan to the Permanent Advisory
Commission for Military, Naval and Air Questions.

General D. KALAFATOVITCH (Kingdom of the Serbs, Croats and Slovenes), Military
Expert on Sub-Commission A of the Preparatory Commission for the Disar-
mament Conference.

The Committee thus constituted met in Paris, under the chairmanship of His Excellency
M. F. VEVERKA, between February 21st and 27th, 1927, and, after an exchange of views,
appointed six Rapporteurs:

M. WORBS, M. JACOMET,
Mr. PINSENT, M. ZUGARO,
M. RYTI, Capt. HoRI,

who, owing to the connection between the questions entrusted to their examination, met
as a Committee of Enquiry. The meetings were held at Geneva from March 1st to 12th, 1927,
under the chairmanship of M. JACOMET, their purpose being to prepare a general and joint
report.
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lT he bearing of the questions referred to in the above-mentioned resolution of Sub-
Commission B is explained by the following considerations set forth in the report of the
Sub Commission (document C.P.D. 29, pages 20 and 21, paragraph 5):

"If, in framing the Convention, the principle of limitation of defence expen-
diture in addition to direct numerical limitation of effectives and material be accepted,
close study would have to be undertaken of a number of practical problems. The
Commission has only been able, in the time at its disposal, to make a preliminary
study of those problems. It wishes, however, to state that none of the difficulties
encountered need be regarded as insuperable.

"For purposes of financial limitation by the Convention, it would be very
useful if some idea could be formed of the relative importance of the figures submitted
by the various States as their proposed limit of necessary expenditure. Owing, how-
ever, to the diversities of budget accounting, it would be wellnigh impossible to judge
of the value, as a basis of limitation, of defence expenditure figures shown in the
budgets of the various countries as at present drawn up, and, in order to eliminate,
as far as possible, such difficulties, the proposals should preferably be presented
in a standard form, such as the model statements suggested in Section III above.

"The Commission would like, at the present stage, to point out once more
the desirability of securing the collaboration of certain experts eminently qualified
to deal with defence budgets before the Model Statement is drawn up in its final
form. It would be necessary to examine very fully a number of questions, such as
the definition of defence expenditure, the items which might be limited (with
particular regard to appropriations for new constructions and renewal of material),
the method of accounting for stocks, the possibility of carrying forward unexpended
balances of appropriations for material in respect of any financial year to the
succeeding year, the special position of non-industrial countries which purchase
their material at definite periods, the selection of certain 'key items' and possible
eventualities calling for revision of the figures agreed upon. 

The Committee of Experts on Budgetary Questions therefore studied certain problems
raised by the Joint Commission. In entering upon this examination, it followed the general
principles adopted by the Joint Commission.

In these circumstances, the Committee studied the different questions submitted to it
in the order indicated by the Joint Commission, and the results of its work are presented
in accordance with the following plan:

.- Definition of expenditure on national defence.
2. Classification of expenditure on national defence and methods of accounting

for stocks.
3. Limitation by categories and Key items.
4. Variety of methods of accountancy.
5. Carry-forward of credits and Situation of non-industrial countries.
6. Revision of the agreed figures.
7. Summary and conclusions.

1. DEFINITION OF EXPENDITURE ON NATIONAL DEFENCE.

"What is defence expenditure ? '

The Joint Commission answers this question as follows:

"It would be manifestly incorrect to regard everything which in any respect
enhances the defensive strength of a country as defence expenditure (all expenditure
on education or on railways might be said to do so). But the alternative method,
that of regarding as defence expenditure anything that would not be undertaken
were it not that the country had to provide for defence against enemies abroad,
is also impossible, for it would exclude from consideration that part of the armed
forces which is necessary for the maintenance of order at home. But if, in theory,
the problem presents almost insuperable difficulties, it can be solved in practice
by a more or less arbitrary definition..." 1

At the outset of the discussion, the Committee of Experts considered that no general
synthetic definition of expenditure on national defence could be given -- at all events, with-
out a previous analysis of that expenditure.

It then considered the possibility of drawing up, as a basis of its subsequent work, a
complete list of different items of expenditure on national defence in accordance with the
definition of Armaments given by Sub-Commission A.

1 Document C. P. D. 29, page 15.



The first thing the Committee did was therefore to draw up this list. The enumeration
of items of defence expenditure gave rise to no great differences of opinion among the members
of the Committee.

In connection with Police forces organised on a military basis, the Committee of Experts
referred to the definition given by Sub-Commission A (document C.P.D. 28, page 14).
The Committee contemplated the further point that, should the Disarmament Conference
decide that Police forces not covered by the above definition should be taken into
consideration in the fixing of limitations, it might be useful to indicate the desirability
of furnishing particulars of the budget expenditure on these Police forces by way of
information. It expressed the opinion, however, that such expenditure cannot be included
in any list of items of national defence expenditure, having regard to the definition of Police
forces given by Sub-Commission A.

As regards colonial forces, the Committee of Experts has included colonial forces in its
list of expenditure on national defence in order to cover the possibility contemplated by
the Joint Commission that these forces might be the object of a reduction or limitation of
armaments in the future Convention, or, alternatively, the possibility that, if these colonial
forces are not the object of a reduction or limitation, the Convention may stipulate that
States possessing colonies should provide information as regards colonial expenditure
relating to defence and similar objects.

On the other hand, the Joint Commission suggested that a separate head should be included
for pensions and other indirect (non-effective) charges. Certain experts expressed the opinion
in the Committee that pensions were in a sense expenditure on national defence, either because
a pension may in general be said to form part of the remuneration of a military or civilian
servant of the State when his career is considered as a whole, or else because the holder of a
pension may be subject to certain obligations .

The Committee recognised that only service pensions could be regarded indisputably
as expenditure on national defence, and that this did not apply to disability pensions in
general and war pensions in particular. At the same time, the Committee realised that, owing
to the complexity of the different pension systems and the variety of administrative methods
employed, it is possible neither to draw this distinction in any particular budget nor, a fortiori,
to find a standard which will apply to all budgets.

The Committee's opinion is therefore that pensions should not figure among the items
of national defence expenditure. It will, however, be necessary to consider later the possi-
bility of showing particulars of the non-effective services in an annex to the Model Statement.

2. CLASSIFICATION OF EXPENDITURE ON NATIONAL DEFENCE

AND METHODS OF ACCOUNTING FOR STOCKS.

A. Classification of Expenditure on National Defence.

It appears, both from the wording of the report of the Joint Commission and from the
discussion of Sub-Commission B, that the task assigned to the Committee of Experts should
be, in fine, the establishment of a model statement of expenditure on national defence.
The Committee therefore thought it desirable to consider at its earlier meetings whether
it was practicable to draw up a model statement. With this object, the Committee
decided to classify the different items of national defence expenditure on as logical lines as
possible. Neglecting all particularist ideas as to methods of presenting budgets,. it endea-
voured to reach a rational conception of classification of expenditure which would be
adaptable to the budgets of all countries. It therefore made an effort to solve this
theoretical problem on practical lines.

In grouping the items as described above the Committee followed these general prin-
ciples:

1. The classification must cover all expenditure which can be described as relating to
national defence, even if some of the items figure in the budgets of ministries other than the
defence ministries, and irrespective of the reasons for this.

2. It is essential to draw up separate lists of items of expenditure for land armaments,
naval armaments and air armaments.

This important distinction is essential for two main reasons:

(a) The classification adopted must explicitly satisfy the desiderata which were
put forward in the technical commissions in the course of the earlier discussions;

(b) Considering again the matter from the purely technical budgetary point
of view, the Committee of Experts has observed that expenditure connected with
the three main classes of armaments appears in the budgets of different count;ries

1 The situation of countries which have no war pensions requires particular attention.
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utnder such various names, and has such various technical characteristics as to make
it technically impossible to construct a single universal classification for national
defence expenditure.

3. For like reasons, it seemed necessary in respect of expenditure on land forces to draw
a distinction between expenditure on home forces, colonial forces 1, and Police forces 2

It must be remembered that the organisation of these different forces for the performance
of their duties is based upon ideas which are not always by any means identical ; this variety
is reflected in the administrative methods used in the respective forces, and consequently
also in their budgets, which, after all, are no more than the expression of the administrative
regulations.

4. Il case any such distinction should subsequently be accepted, the Committee of
Experts has made provision for a distinction between expenditure on home air forces and
expenditure on colonial air forces.

5. With reference to naval armaments, having regard to the mobility of naval forces
and the uniformity of the administrative regulations which concern them, the Committee
of Experts concluded that, technically speaking, it was not possible to contemplate in respect
of expenditure on naval armaments any such distinction as was contemplated in the case
of the other forces.

6. The Committee desires to point out that account must be taken, from a budgetary
standpoint, of any decisions which may later be reached in regard to the special position
of Dominions, etc.

Having established these main distinctions, the Committee of Experts proceeded to
consider whether it was possible to group the various items of national defence expenditure
in clearly defined classes.

The Committee came next to consider the formation of groups of items common to the
three classes of armaments, together with a number of special classifications for each class.

Groups of Items of Expenditure common to the Three Classes of Armaments.

The Committee of Experts considered the question whether the distinction made in
many budgets between expenditure on personnel and expenditure on materiel could be taken
as a basis for the establishment of a classification of items of expenditure that would fit
in with the varying forms in which budgets are framed. The Committee noted that, in the
different countries which make this distinction, the ideas of expenditure on personnel and
expenditure on materiel varied very considerably. In some budgets, expenditure on personnel
means pay and all supplies for the personal needs of the effectives 3 (rations, clothing, equip-
ment, heating, lighting, maintenance of barracks, medical expenses, bedding, furniture and
subsistence allowances).

In other budgets, however, certain of these items, such as maintenance of barracks,
heating, lighting, bedding and furniture, are treated as expenditure on materiel.

In these circumstances, the Committee of Experts decided, after an exhaustive study
of the question, upon a classification which, while on the whole respecting the general principle
of the distinction between expenditure on personnel and expenditure on materiel, is more
easily adapted to the various budgets.

Maintenance of Effectives.

Under a heading " Maintenance of Effectives ) , the Committee of Experts has grouped
expenditure on pay and obligatory and permanent expenditure necessary to satisfy the
personal needs of the effectives (rations, clothing, medical expenses and sundry expenses
for the every-day life of the effectives). Under that same heading it was led, after lengthy
discussion, to include the expenditure necessary for building up reserves of stores required
to meet these same needs at the time of mobilisation. It has, moreover, made provision for
the indication under that heading of the number of effectives.

The Committee has further mentioned under this head personnel not normally forming
part of military formations, services and establishments, that is to say, all half-pay, etc., paid
to personnel temporarily unemployed.

Transport.

The Committee then adopted a special group for expenditure on A Transport '. In
this category it has included all expenditure incidental to the transport of personnel (except

i See page 5r
2 See page 5.
s In certain budgets this class includes expenditure on forage, harness and shoeing,
i I.e., men.



for the training of land forces), of materiel or the transmission of the written or spoken word,
whatever the means of conveyance. This heading also covers forage and fuel required for
purposes of animal or mechanical transport.

Barracks, Works, Buildings and Fixtures.

The Committee has grouped under a separate heading, "Expenditure on barrack accom-
modation, works, buildings and fixtures", including in different ways for the land, naval and
air forces all expenditure on the internal economy of buildings.

Within this group, the Committee of Experts has made a special distinction as regards
expenditure on fortifications and defence works.

Fortifications.

Fortifications represent one of the headings suggested by the Joint Commission. This
question raises two difficulties:

(1) It is sometimes difficult to make a physical distinction between fortifications
and other works (barracks, for instance);

(2) In certain budgets, it is difficult to distinguish between expenditure on
fortifications and expenditure on other works.

It may be remarked, with reference to the observation under (1) above, that forts or forti-
fications are actually employed in certain cases for the accommodation of troops and, as
regards the observation under (2) above, that expenditure on fortifications is embodied, in
certain budgets, in an item of expenditure the amount of which is indicated by a single
aggregate figure, without any details.

In its classification, the Committee has retained the heading " Fortifications " pro-
posed by the Joint Commission, in order to ascertain how far these difficulties of discrimination
can be overcome.

Warlike Stores.

The Committee of Experts decided to group together in a single main category
"Expenses of maintenance, purchase from traders or manufacturers, and of manufacture in
State factories (including costs of experiment, inspection, and design and subsidies to manu-
facturers) of goods, materials and ammunition, whether complete or in parts, intended either
for training purposes in peace time, or for completion or increase of mobilisation stocks
and replacements for an Army on a war basis, as well as expenses of creation and maintenance
(in State or private hands) of stocks and plant useful only for purposes of construction of
warlike stores."

In connection with this heading, the Committee of Experts undertook a thorough inves-
tigation with the object of ascertaining whether it would be possible to subdivide the heading
relating to warlike stores into two sub-headings comprising respectively: (a) expenditure
necessary to maintain existing materiel in its present state (number for number and pattern
for pattern); (b) expenditure undertaken to increase the corpus of materiel.

The Committee felt that the adoption of such a distinction would have been highly desir-
able, but, for the following reasons, it reached the conclusion that this was not possible in
practice.

Whereas, in certain budgets, a distinction is made between expenditure on the main-
tenance and renewal of materiel and expenditure on purchase and manufacture, in other
budgets such a distinction is either not made or, if made, does not conform to that considered
above by the Committee of Experts. In the last-named case, the countries concerned could
only supply inexact estimates on the basis indicated above.

Moreover, the repair of existing materiel or the replacement of worn-out materiel often
involves betterment. At what stage is such betterment so extensive as to demand the inclusion
of the expenditure under category (b) rather than under category (a) ? This will always
be a matter of judgment and might easily depend on arbitrary decisions.

It may be pointed out, by way of example, that the repair and renewal of aircraft materiel
are regarded in certain countries as assignable for the most part, or as a whole, to category (a),
whilst the practice followed by these countries is somewhat different when they are dealing
with other kinds of materiel which are worn out and turned over less rapidly than aircraft
materiel. In the circumstances, the Committee reached the conclusion that expenditure on
upkeep and replacement could not be rigidly distinguished from expenditure on construc-
tion and new manufacture.

With regard to this same category, it is pointed out that the Committee was guided by
one essential consideration. In the event of limitation being applied to this important category
of expenditure, it must be known for certain that all countries will be able to show all
expenditure of this kind -under this heading with a sufficient degree of accuracy.



The Committee found that it was doubtless comparatively easy to ascertain the aggregate
cost (including that of delivery at the receiving station) of newly acquired materiel purchased
exclusively from contractors or delivered by State factories which are the subject of separate
budgetary provision on a commercial basis. In cases where the materiel is manufactured in
State factories not provided for in this way, it is, however, generally impossible to identify
in the budgets anything beyond expenditure on raw material and labour and perhaps a certain,
though limited, number of items in respect of overhead charges (e.g., the cost of the managing
staff). The total .amount of these various items which can be identified is likely to fall
appreciably below the actual cost of production of the manufactured articles.

The existence in certain States of (non-budgetary) commercial accounts for factory
services would facilitate the analysis of the total (budgetary) cost of manufacture.

It was for these reasons that the Committee of Experts included two sub-headings under
the heading for warlike stores in order to provide for the case of a country which follows either
one or other of these methods, or even both at once, in its various State factories. In order
to judge how accurately the limits of this category of expenditure can be defined, it will be
necessary to ascertain how far the Governments will, in practice, be able to separate from
other categories (maintenance of effectives, transport, land and buildings, etc.) the component
elements of overhead charges which should be included in the cost of production of the materiel
considered .

Further, the Committee would point out that it is extremely difficult to decide what
criterion should be adopted in distinguishing between personnel employed in manufacture
and upkeep of materiel in depots and the personnel of supply and combatant units, especially
as supply units and even combatant units are generally provided with certain shops for repairs
and even for small manufactures. It should, moreover, be noted that military personnel is
sometimes employed in factories and other establishments. The amount of labour thus used
is particularly difficult to ascertain. This is a point which the Committee had not time to
examine sufficiently closely.

As regards naval materiel, the Committee had to make a further distinction between
expenditure on the construction, upkeep and repair of warships and the acquisition of naval
stores, on the one hand, and expenditure on the upkeep, purchase and manufacture of warlike
stores on the other hand,

Separate Heads peculiar to each of the Three Classes of Armaments.

(a) Land Forces.

In the case of land forces, the Committee of Experts thought it necessary to provide a
special head for expenditure on training. In this it was guided by the opinions expressed on
the subject by Sub-Commission A (document C. P. D. 28).

When considering the characteristics of the different systems of military organisation,
methods of recruiting and methods of training, Sub-Commission A took the view that " the
multiplication and improvement of systems (organisations of the general staffs, war colleges,
military schools of all kinds, training centres, etc.) and of training (camps, rifle ranges, man-
ceuvres, musketry courses, etc.) largely increase the value of the land, sea and air forces ".

Further, in the conclusion to its reply to Question I, " What is to be understood by the
expression 'Armaments' ?" Sub-Commission A submitted the following text unanimously:

" For any given country, peace-time armaments are characterised by:
" (1) ...................
" (2) The degree of advancement reached in the training of these effectives,

which depends on the period of service and on the money exclusively expended on
training....."

The Committee of Experts on Budgetary Questions was anxious to distinguish the separate
items of expenditure connected solely with training, and therefore endeavoured to trace in
the various budgets the expenditure on organisations and means of training regarded by
Sub-Commission A as specially characteristic of the training of effectives. The Committee
recognised that in some budgets expenditure of this kind was kept sufficiently distinct for the
exact total to be computed; thus in some cases the heading "Military Schools " covered
practically the whole of the expenditure on those schools. Similarly, in some budgets there
are heads of expenditure for manceuvres of composite formations, for the technical training of
the various arms and services, and for ammunition for use in training. In these budgets, which
are presented in great detail, it would also be possible to trace separately the expenditure
on the construction and upkeep of works and equipment - such as camps, rifle ranges and
artillery firing-grounds - for training purposes.

But after an exhaustive study of the various budgets, the Committee of Experts concluded
that, in a number of these budgets which are presented in a less detailed form, it is not possible
to identify all the expenditure which Sub-Commission A regarded as specially characteristic
of the degree of advancement reached in the training of effectives.

1 The numbers of personnel of all kinds employed in manufacture being indicated at the same time,



Consequently, so far as concerns expenditure on military schools and military training
centres, all that seems possible is to group under a separate heading all items of expenditure
on the pay of cadres and training staff. These particulars are indeed indicative, but only
to a small extent, of the importance of such training organisations.

Furthermore, the Committee of Experts found that it was possible to isolate in most
budgets the expenditure on military training for men who are not with the colours (e.g.,
subsidies to rifle clubs and physical-training clubs). As regards expenditure on general
army training, such as exercises for cadres and attendance in camp (collective manceuvres
of large and small formations), it seems technically possible in all budgets to make one
group of items of expenditure which represent extra pay in respect of these exercises,
subsistence allowances, cost of transport 1, and compensation to owners of property.

Lastly, as regards the construction and maintenance of buildings or works such as
training camps, the Committee of Experts would point out that, before any decision can be
reached as to the possibility of isolating, in all the budgets, expenditure on the organisation
and maintenance of such camps, a precise definition of " training camps " must be given. As
far as the Committee can see, the nature of these organisations varies very widely in different
countries.

Accordingly, in the present state of affairs, the Committee must content itself with a
mention of training camps as one of the items of expenditure on training. As soon as the
Committee has been given an exact definition of these organisations, it will be able to consider
how far it is technically possible to group expenditure of this kind as a special item under
the head of " training ".

The Committee of Experts further wishes to point out that the expenditure referred
to above represents only a portion of the total expenditure on training inasmuch as training
is an integral part of the whole normal existence of the units.

It seems, therefore, that such items of expenditure on training as can be isolated in the
various budgets do not possess a sufficiently defined character to enable them to be regarded
as a strict and absolute index of the degree of advancement reached in the training of the
armies concerned.

The Committee would add that, notwithstanding all its efforts, it is convinced - on
account of the difficulties which it encountered in grouping the training expenditure found in
the various budgets - that these groups will not have the same significance in the case of
all countries.

(b) Air and Naval Forces.

In the ease of air and naval forces, it has seemed impossible to find any distinction in
the budgets between expenditure on training and the normal expenditure of air and naval
units. The two classes of expenditure are inextricably mingled. Further--particularly as
regards naval forces many schools and training centres are located on warships or attached
to other establishments.

In these circumstances, it was found to be technically impossible in the case of naval
and air forces to isolate training expenditure.

In respect of naval forces, the Committee of Experts was led to make a separate head,
on the ground of its special nature, for expenditure on naval harbours and bases (expenditure
on the construction and equipment of marine works, piers, quays, canals, yards, signal
stations, etc.).

On the same principle, the Committee of Experts has grouped under a special head, for
naval forces, expenditure on the hire of vessels and on subsidies to the mercantile marine
for defence purposes.

As to air forces, the Committee of Experts has decided to separate expenditure on sub-
sidies to air-transport undertakings in case any expenditure of this kind might be regarded,
in pursuance of subsequent decisions, as national defence expenditure.

Trial Model Statement.

Having made, on the principles indicated above, this general classification of expenditure
on the three main classes of armaments, the Committee of Experts decided that it should
present this classification in tabular form, in order to face as closely as possible the task allotted
to it-the preparation of a model statement. There must, however, be no misconception as
to the nature of the tables which are appended to this report. The Committee of Experts
deems that these tables must be regarded merely as a trial Model Statement. It seems fairly
certain that, in practice, such a statement, in its present form, could not be filled in by the
various countries. It is essential, however, that the experts should have time to ascertain

1 Inasmuch as the system of dealing with cost of military transport varies considerably in different
countries, it is to be anticipated that some countries may produce explanations showing why their transport
expenses are particularly high.

In the case of countries which have lump-sumn arrangements with the railway companies for troop
transport, it would be difficult to compute the proportion of the transport expenses which should be placed
under the head of training.
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by practical trial in their respective countries how far this statement could in fact be filled
in, either with estimate figures or with actual expenditure figures.

Regard being had more particularly to the variety of methods employed in the presentation
of budgets and the rendering of accounts-the varying amounts of detail furnished-this
trial seems essential; and the Committee of Experts is convinced that it will result in an
abridgment of some of the heads in these tables.

Further, the Committee of Experts desires to point out that the form in which it is pre-
senting these tables in no way prejudges the final form of the Model Statement; for even
at this stage it is quite conceivable that the Model Statement may take the shape of a com-
paratively simple table, with an appendix giving explanatory notes 1 in a form to be determined
later.

Lastly, a number of experts have expressed the view that it would be desirable to append
to the Model Statement exact particulars of the military organisation of the various countries,
their effectives and the army materiel, in order to give as clear an idea as possible of the state
of armament of various countries and to prevent misinterpretation of the figures in the tables.
Other experts have pointed out that this question goes beyond the limits of the purely technical
and budgetary field and no definite view has been adopted on this question by the
Committee.

Having regard to what has been stated above, the Committee of Experts has decided
to append to its report the tables whose framework has been described above, but its
considered view and desire is that these tables should not be regarded as anything more
than a trial Model Statement, intended purely for use in subsequent investigations.

B. Methods of Accounting for Stocks.

In the programme of work for the Committee of Experts, there appears the item " The
method of accounting for stocks ". Elsewhere in the Joint Commission's report the real
nature of the question is, however, accurately defined : the Committee of Experts is to consider
"the difficult question whether it will prove practicable to ask for statements of stocks
remaining from previous years, and of the extent to which they are drawn upon ".

The Committee of Experts has considered this matter. After making a comparative
study of laws and regulations, it found that the practice followed in this connection varies
considerably in different countries.

Some countries keep no accounts of stocks expressed in terms of value, but only accounts
of quantities, and, consequently, have no general accounts of their materiel. Other States
have accounts expressed in terms of value for certain classes of stocks, that is to say, for those
which are not warlike in character, but have no accounts, in terms of value, for warlike stores.

Some States keep accounts showing the value of all materiel, of whatever kind, and such
accounts are summarised in general accounts, which are submitted either for verification
or judgment to an audit authority.

In cases where full accounts are kept in terms of value, such accounts can only be com-
piled by assigning conventional prices to all, or to most, of the articles concerned. Consider-
able labour and expenditure would no doubt be involved in attempting to bring such prices
into line with current cost prices.

This, incidentally, is the real reason why accounts, in terms of value, have recently been
abandoned in certain countries, for all or for certain materiel.

If certain States consider that this system of accounts in terms of value is of great
use for purposes of internal accountancy, it does not, at the present time, and especially during
the period of economic and monetary instability through which the world is passing, appear
capable of supplying a true index of the " cost-of-production " value.

It would therefore seem impossible, at the present moment, to make any use in the inter-
national field of the systems of store accounting which are in use in certain countries. It can
only be hoped that in the future, when stability has been re-established, technical improvements
in store accounting will enable such systems to be generally introduced, and used to measure
the trend of armaments.

To sum up, the Committee of Experts feels that, for these reasons, it would not be possible
at present for all States attending the Disarmament Conference to supply store accounts and
that the store accounts kept by some of them could only lead to erroneous conclusions.

3. LIMITATION BY CATEGORIES AND KEY ITEMS.

A. Limitation by Categories.

In its report, the Joint Commission expressed its opinion with regard to the limitation
of expenditure in the following words (Document C. P. D. 29, page 20):

" ... Limitation by expenditure only would be inadequate as the basis of a
Convention.

1 These explanatory notes should not be Confused with the explanations referred to an page 22 of the
report of the Joint Commission (document C. P. D. 29, § 8).
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"If, however, the contracting parties agreed upon specific maximum figures
for effectives and material, it would, in the opinion of the Commission, be useful
to supplement that method of limitation by limiting also certain main categories
as well as the total of budget expenditure on national defence.

" The Commission assumes that the Disarmament Conference, in preparation
for which this work is being undertaken, will, in the first place, proceed to limit the
number of effectives and of materiel (presumably certain major items : ships-of-war,
big guns, tanks, aircraft, etc.) ... "

With these considerations in view, the question arises whether limitation of expenditure
cannot be regarded as a subsidiary measure intended to supplement the direct method of disar-
mament, or to provide a check on the execution of the international arrangements concluded
with a view to disarmament. From this aspect it is necessary to examine the possibility of
a limitation both of the total figure of national defence expenditure and of the individual
figures of some of the categories under which it can be grouped.

This possibility was carefully examined by the experts, but, owing to the highly delicate
nature of the problem and to the provisional character of the classification of expenditure
adopted by the Committee, the latter has been unable to form a definite opinion in regard to it.

Some of the experts thought that, owing to the difficulty of devising a perfect definition
for the individual categories of expenditure, a system of total limitation alone would involve
less uncertainty than a limitation by categories. Other experts, however, foresaw practical
difficulties in such a total limitation: they felt, in fact, that it would be difficult to make any
allowance for the individual circumstances of each Government, and that the possibility of
changing the appropriation of the different budget credits would somewhat impair the efficacy
of this method.

As regards the limitation of expenditure separately for the army, navy and air force, the
Committee does not anticipate any practical difficulties, except on the last point in the case
of States which have no air ministry.

Finally, the Committee of Experts is unable, at the present stage, to gauge with sufficient
accuracy how far the various categories under which it has grouped national defence expen-
diture are really watertight. Not until the Model Statement has been prepared in its final
form will the Committee of Experts be able to form a reliable judgment of the effectiveness
of the limitation contemplated for certain categories of expenditure.

B. Key Items.

I. By "key items" may be understood single items of expenditure having the following
characteristics:

1. They must be directly ascertainable from the published and audited accounts of each
Power.

2. They must be characteristic of either: (a) the whole, or (b) certain specific elements,
of the armament of each nation (in the sense that they rise with any increase of that armament
or of the specific elements in question).

3. They must be such that they rise immediately on an increase of armament, e.g., that the
rise in the item of expenditure cannot be postponed until the armament is actually mobilised,
nor spread over a long period of years.

4. They must be such that the rise following on an appreciable increase of armament
is itself substantial, and capable of being distinguished from any probable rise due to other
temporary or secular causes.

II. Characteristic 3 immediately eliminates all items of expenditure on stocks of finished
or nearly finished articles entering into ordinary commerce, since many or all States can meet
their requirements of these articles, partially or wholly, by requisitioning stocks on the out-
break of war. Such articles are: foodstuffs, fuel, boots, some articles of clothing, motor
vehicles, etc. To some extent also explosives fall under this heading.

III. Cost of construction of buildings other than fortifications might be regarded as a
key item, but, for purely internal and financial reasons, the cost of a. new programme of build-
ings is frequently spread over a long period. Requirements can, moreover, be met to some
extent by the requisitioning of buildings after the declaration of war.

IV. Characteristic 1, speaking generally, eliminates expenditure on raw material, for,
even if the Powers were prepared to open a new sub-head in respect of some particular material
chosen as a key item, it would not be possible to include under that sub-head all the expen-
diture in connection with that material, which is purchased not only in the form of raw
material but also as a component of finished products. The Committee has no know-
ledge of any product which is an exception to this rule.

It should be remembered that no State which desires to increase its fighting power will
adopt the costly method of purchasing and storing reserves of goods beyond a certain point
if there should be any means of providing for future contingencies without seriously increasing
present expenditure.
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If a State intends to build up reserves of raw material in which it is naturally deficient
and which are of vital necessity to it in time of war, it can obviously obtain them bymeans
of budget credits openly devoted either to direct purchase or to subsidies to manufacturers.
In actual fact, however, such reserves of raw materials would in that case for preference be
built up by other less costly and more efficient means, which a State would be led to adopt
in perfect good faith and without any idea of camouflage. The operation of Customs tariffs,
the grant of concessions, special methods of administering the laws on fiscal, labour and
commercial matters, afford States countless opportunities for building up reserves of raw
materials in such a manner as to leave no trace in their budgetary expenditure.

V. As regards materiel of a specifically warlike character, there are certain elements
which can perhaps be better characterised by methods already suggested, e.g.:

Warships by class and number, or by tonnage and armament;
Aeroplanes by horse-power;
Airships - by volume or horse-power;

etc.

This reduces the choice of key items to a large and miscellaneous class of warlike
stores, such as small arms, guns, ammunition, torpedoes, etc., and to certain specific stores
not being warlike stores properly so called, such as uniforms, etc.

VI. After careful consideration, the Committee is of opinion that no item can be found
(not excepting even uniforms, which seem most nearly to approach the ideal) which possesses
the above-mentioned characteristics in a sufficiently marked degree to constitute a true key
item, and that the limitation of key items could not therefore prove as effective as the limitation
of complete categories of expenditure.

It should be added that, if any key item were to be selected, this would involve asking
many countries to open a new sub-head to record the expenditure thereon. Such a request
could not be made without strong reasons, and the Committee is of opinion that no such
reasons can be adduced,

4. VARIETY OF METHODS OF ACCOUNTANCY.

Having constructed a trial Model Statement, the Committee of Experts decided that it
must next consider the difficulties which would be encountered when the figures for expenditure
had to be filled in.

The following considerations, although it is not claimed that for the moment they remove
all the inherent difficulties of this thorny problem, will at all events illustrate the breadth
of the field which it covers.

(a) Voted Budgets, Supplementary Credits, Special Accounts.

Certain countries possess, in addition to their general budgets, extra-budgetary resources
constituting special accounts, the form of which varies more or less according to the country.
There can be no question under present conditions of obliging all States to adopt for their
budgets the rules of " universality " and " unity ", but as accurate a method as possible
must be found for including in the Model Statement all the national defence expenditure
covered by the special accounts 1 as well as the expenditure out of joint funds (fonds de
concours), gifts and voluntary contributions, etc., relating to national defence.

As regards the special accounts, there will be no particular difficulties if they are attached
to the general budget.

The special accounts relating to the army, navy alnd air force generally deal with the
manufacture of war materiel, and the greater portion of the credits under these special accounts
are represented by debits figuring in the general budget, since normally the only customers
of establishments :for the manufacture of war mrateriel are the ministries of national defence
and perhaps the colonies.

In the case of a manufacturing service (war mate'riel) which is the subject of separate
budgetary provision on a commercial basis, if capital expenditure is incurred and appears
elsewhere than in the budget of this service, this should be considered as expenditure on
national defence.

There seeems no serious difficulty in connection with joint funds (/onds de concours)
and voluntary contributions. There might be included in the Model Statement or in an
annex all expenditure of this kind, together with such sum as it may be possible to estimate
approximately when the general budget is drawn up. The amount which it is impossible
to assess at the time, however, could not be included in the Model Statement before the final
account for the budgetary year in question is drawn up. 2

1 This term is used in a very general sense. It is intended to include the "' Special accounts",
"Special Treasury services " and "Annexed budgets" which are found in some European countries.

2 The question of national defence expenditure figuring in local or regional budgets must be considered
later.
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On the other hand, it will be essential that supplementary credits or cancelled credits
or unappropriated credits 1 should be notified periodically in supplementary model statements.

The Committee considers, therefore, that, notwithstanding the difficulties involved, it
will be practicable to include in the Model Statement all expenditure effected outside the
general budget; but this question will require further exhaustive study.

(b) Differences between Budgetary Systems.

In most countries the figures given in the budget are gross figures. The countries fix in
their military budgets all the gross sums required for national defence, and pay into the general
Exchequer fund the revenues of the various military departments and branches.

These revenues include those from:

Sale of stores;
Revenues from separately administered military establishments and arsenals;
Payment for lodging and heating (officers and officials);
Annual fees of pupils in military colleges;
Admission fees to museums, etc.

These revenues cannot be shown in all military budgets. In some countries there is only
one department for collecting revenues, and the latter are distinguished only according
to their nature.

A number of other countries ascribe two classes of revenue to the War Ministry:

(a) Net credits included in the expenditure budget;

(b) Certain revenues (or part thereof) which are collected by the military
departments and not paid into the Treasury.

Under this system the departments which collect these revenues are allowed to use them
in full or up to an amount fixed beforehand. Since the revenues of the most important depart-
ments are specified in the budget estimates, it would seem justifiable in such cases to say
that they can be taken into account in the Model Statement and the gross expenditure set forth.

A particularly interesting point is that of the supplementary funds which are shown
in the national expenditure budgets of certain countries:

A. Contributions and payments (for services rendered):

(1) By other countries.

(2) By colonies.
(3) By other departments.

(4) By private persons (e.g., parents of officer cadets).

(5) By officers and men.

B. Refunds, e.g., payments by soldiers, out of fixed allowances, of the price of certain
articles of clothing furnished by the State.

C. Proceeds from sale of stores:

(1) Serviceable.
(2) Unserviceable.

D. Stoppages of pay by way of fines.

This is neither a suitable place nor a suitable time to consider whether it would be prefer-
able to ask States to show net or gross expenditure in the Model Statements.

At the present stage, and subject to a more thorough enquiry into this matter, it may
be affirmed that States cannot in all cases extract from budget figures the total amount of
revenue paid into the Treasury, and thus convert gross expenditure into net expenditure.

It would, however, be highly desirable for States to examine whether the most important
of these classes of revenue are already given in other documents, or whether they can show
these figures without undue difficulty. The category which is of special importance is
undoubtedly the sales of war material. The deduction from gross expenditure of the
proceeds of these sales would restrain a possible tendency to keep large quantities of partially
obsolete war material in reserve, instead of selling it.

But, apart from such differences of accountancy, which it would seem not impossible
to follow out in detail, there are numerous customary practices which lead to appreciable

1 I.e., block credits available for meeting excesses on a number of specified sub-heads or services.
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differences in the employment of, and in the return obtained from, moneys appropriated in
the budgets, which will ultimately be carried into the Model Statements.

The following examples will illustrate this point:

(a) The free services rendered to the Defence Ministries by other Government Depart-
ments which are unable in certain countries to reduce the value of such services to figures
(free postal, telegraph and telephone services);

(b) Expenditure on office supplies for the central administrative Departments, which
the armed forces of certain countries receive from the general government supply offices,
where the value of these supplies cannot be exactly ascertained either from the accounts of
the military Departments or from the accounts of the Ministry of Finance;

(c) Loans at a low rate of interest (much below the current rate) which the State often
grants to co-operative societies of officers or officials for house building;

(d) The sale of goods, rations and sometimes clothing at preferential rates to the above-
mentioned personnel, in cases where such personnel is allowed exemption from Customs duty
and octroi;

(e) Concession made by local authorities either in respect of premises or of certain free
servi-ces, such as water supply, lighting of roads, in cases where the presence of a garrison
is advantageous to these authorities;

(f) The varying extent to which States and local authorities exempt products intended
for military purposes from Customs duty and octroi;

(g) The varying extent to which non-commissioned officers, officers and officials of
certain States contribute towards their superannuation or pension fund, or even to certain
forms of insurance;

(h) Unavoidable inaccuracy in the exact sale price of goods transferred from one service
to the other; such transfers lead to adjustments between one vote and another, but in most
cases the department selling the goods is liable to suffer loss (and the purchasing depart-
ment to derive a profit) by comparison with actual prices. It may be observed, by the way,
that, if limitation by categories was contemplated, this system would offer one of the means
of evading limitation to some extent.

From this body of facts, circumstances and systems, certain definite indications can
perhaps be obtained, and ultimately the Committee may be able, in certain cases, to put
forward definite proposals for adjustments designed to eliminate or counterbalance any
errors to which they may give rise.

In conclusion, the Committee is of opinion that:

(1) The lack of homogeneity in budgets is due to a number of causes; but
some of them, which are of no special importance, should be disregarded.

(2) It will be necessary further to examine whether there are not more important
items of revenue which might and should be taken into account by deduction from
gross expenditure.

5. CARRY-FORWARD OF CREDITS AND SITUATION OF NON-INDUSTRIAL COUNTRIES.

A. Carry-forward of Credits.

In a number of countries the view has been taken that the strict enforcement of the
rule of closing accounts at the end of the year would hamper the operations of the purchasing
and manufacturing services. Accordingly, the domestic legislation of some countries allows
certain departments to carry forward unexpended funds from one financial year to the next
year. As a general rule, where credits are carried forward, they relate to expenditure intended
to be made during one financial year which it was found inconvenient to complete during
the course of that year. The credits are consequently carried over to later years.

If departments are allowed to carry forward credits, they can take advantage of special
economic conditions without being tied down to the budget appropriations of the current
year. In short, when giving orders they can operate on the economic market, and often
regularise the labour market.

Accordingly, although opinions are divided as to the value of this method, its object
_ in the view of those countries that use it - is to deprive the department administering
the funds of any incentive to spend its appropriations at all costs before the end of the financial
year, where economic considerations would demand deferment of expenditure. The question
of using such facilities must be left to the individual judgment of different countries.

The Committee of Experts has considered the question of the importance attaching to
the carry-forward of credits from the point of view of the preparation of the Model Statement.
Inasmuch as the essential object in this connection is to give as clear an idea as possible of
the funds which certain countries appropriate for purposes of national defence, it will be
sufficient for each country to produce annually, as part of the information which it is asked
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to supply, details as to the amount of the funds not expended during the financial year which
are to be carried forward to the next year. Further, should a limitation of expenditure by
categories be contemplated in the Disarmament Convention, the Committee of Experts con-
siders that it would be desirable to include clauses which would allow the various countries
sufficient latitude to employ the system of carry-forward of credits. The method of giving
effect to these recommendations will have to be considered later.

B. Position of Non-Industrial Countries.

A matter closely connected with the question of the carry-forward of credits is the peculiar
position of non-industrial countries, which, in order to obtain the most favourable terms, are
obliged to place orders for several years at one time. On account of the large number of
questions which it has had to consider, the Committee of Experts has been unable to devote
its full attention to this point, which must be dealt with later in all its complicated aspects.
The Committee is anxious that non-industrial countries should be given every facility to
make their purchases at the most suitable moment and on the most advantageous terms.

6. REVISION OF THE AGREED FIGURES.

The Model Statement may be used as a form to limit certain main categories as well as
the whole of defence expenditure, or as a means intelligible to everyone of following the
development of defence expenditure from one year to another within the same country.

In the case of limitation, provision must be made, as stated by the Joint Commission,
for the possibility of revision in the event of certain exceptional circumstances.

The reasons which might lead to such revision may be conveniently classified under
two heads:

(a) Those which principally affect certain parts only of national defence
budgets;

(b) Those which affect the national defence budget as a whole.

The transition from a conscript to a voluntary army might be classified under the first
head. Such a change of system might involve an enormous expansion of military expenditure
by increasing the amount of pay, but it would not necessarily affect, to any large extent,
such an item as expenditure on materiel. A modification in the Customs duty chargeable
on certain commodities which are necessary to the army or navy influences the price of such
commodities only. A coal strike may double the price of fuel, whilst other expenditure
remains relatively stationary. An increase in officers' pay only affects expenditure on personnel.

Under the second heading, which relates to developments directly affecting national
defence budgets as a whole, the factor which plays the principal part is the fluctuation in the
purchasing power of money. The present-day tendency, in an increasing number of countries,
seems to be towards a return to the gold standard. The fluctuations in the purchasing power
of gold obviously make it difficult to establish comparisons between military budgets for
different years in one and the same country; for, according to the purchasing power of gold,
the scale of armaments which can be maintained for the same nominal sum differs widely
at various periods. The discrepancies arising out of such variations might therefore have to
be adjusted by way of revision. One highly difficult question, among others, arises at this
point, namely: how are the fluctuations in the purchasing power of gold to be estimated in
order to provide a fair basis of revision ? The methods of computing general index numbers
differ according to countries, and such indices cover, in varying measure, a large number of
items which are of no importance from the point of view of national defence budgets, or whose
importance in that connection is not commensurate with the part they play in the general
index.

In countries using the silver standard and in those having no definite monetary standard,
comparisons of the national defence expenditure incurred in different years by one and the
same country are affected by the fluctuations of the currency, independently of the variations
in the price of gold. Such fluctuations in the value of money produce a variety of effects.
Thus, any change in the direction of inflation has less effect at first on the internal purchasing
power of money than on its external power. If, however, the value of money changes in the
direction of deflation, the purchasing power increases abroad more rapidly than at home.
The effects on military expenditure produced by these changes in the value of money will
differ according to whether the country concerned is an industrial country or not. These few
indications will serve to show the nature of the problem to be solved.

The difficulty of establishing permanent and comparable standards of value is increased
by the possibility that, at the time when revision takes place, conditions may already have
changed.

Account must be taken of:

(a) The time which may elapse before the rendering of final accounts, which
varies very widely;

(b) -The fact that the end (as well as the beginning) of the financial year varies
in different countries.
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It should be noted in this connection that it is impossible to make the Model Statement
of actual expenditure cover the same period in every country, in order that the general exami-
nation of the Model Statements may be equitable, without requiring that the financial year
should begin on the same date in every case.

Hence, on a given date-say December 31st-in any year, the particulars shown in the
latest Model Statements of the various countries (actual expenditure) will not be equally
up to date.

One certainty is that any developments which may call forth a request for revision will
continue to produce their effects after the date on which such request has been made.

In these circumstances, the Committee considered the question whether any such revision
should be based on the accounts of expenditure actually effected, or merely on estimate figures.

Inasmuch as the index of the purchasing power of money will necessarily be a factor
in this problem of revision, and no operation based on that index can be more than approximate,
the Committee concluded that, if the revision were made on the sole basis of estimate figures,
the consequent errors would be no more serious than those which are produced by the fluctua-
tions of indices of purchasing power.

The Committee desires to point out that changes in price level, etc., are also of much
importance with regard to the general question of comparability of defence expenditure
from one year to another within the same country.

7. SUMMARY AND CONCLUSIONS.

A. Summary.

(1) Definition of Expenditure on National Defence.

Realising the impossibility of establishing a definition of expenditure on national defence,
the Committee decided to draw up a list of items of such expenditure. There were no appreci-
able differences of opinion as to the composition of this list. The Committee included Police
forces, having regard to the definition given by Sub-Commission A, and colonial forces, having
regard to the suggestions of the Joint Commission. As regards pensions, the Committee
decided, owing to the difficulty of discriminating between different classes of expenditure
of this kind, not to include them in the list, but suggested that information might be given
in a form to be specified later.

(2) Classification of National Defence Expenditure and Methods of Accounting for Stocks.

The Committee established a classification of national defence expenditure on the basis
of the conclusions unanimously adopted in the other technical Commissions.

The Committee recognised the necessity of making separate classes for expenditure
on land armaments, naval armaments and air armaments.

In the case of land forces, a distinction was drawn between expenditure on home forces,
expenditure on colonial forces and expenditure on Police forces.

In the case of air forces, a distinction was drawn between expenditure on home air forces
and on colonial air forces.

With reference to naval armaments, the Committee decided that no such distinction
need be made.

Having defined these main distinctions, the Committee then decided upon groups of
items of expenditure common to the three classes of armaments, and special groups for each
of these. The following general classes of expenditure are suggested for all kinds of armaments:

Maintenance of effectives;
Transport;
Expenditure on barracks, works and buildings;
Expenditure on the maintenance, purchase from traders or manufacturers, and

manufacture in State factories of warlike stores.

As regards the separate groups, the Committee adopted the following distinctions:

In the case of land forces, a special head was made for training.
In the case of air and naval forces, the Committee decided that it was impossible to

isolate expenditure under this head.
For land and naval forces, the Committee decided upon a special section for fortifications.
For naval forces in particular, it was decided to make a special head for expenditure

on construction at naval ports and bases, and a separate group for expenditure on the hire
of ships and subsidies to the mercantile marine for defence purposes. As regards naval
war materiel, the Committee decided upon a special section for the upkeep and construction
of warships.

In the case of air forces, the Committee provided a separate head (for reference only)
for subsidies to air transport undertakings.
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Trial Model Statement. - The Committee of Experts decided to present this classification
in tabular form. The tables are to be regarded purely as a trial Model Statement, intended
solely for use in subsequent work on the subject. The form of these tables does not in any
way prejudge the final form of the Model Statement.

Methods of Accounting for Stocks. - The Committee concluded that, for the present,
it was impossible to use in the international field the general accounts of materiel which exist
only in certain countries. It expressed the hope that, with the improvement of technical
methods of accounting for stocks, the keeping of general accounts for stocks may in the
future become a general practice, and that these accounts may serve as a measure of the
trend of armaments.

(3) Limitation by Categories. Key Items.

The Committee has assumed, in accordance with the view of the Joint Commission,
that the Disarmament Conference would probably consider in the first place the limitation
of effectives and materiel, and that this method could be usefully supplemented by the limita-
tion of certain main classes of expenditure and of the total of those classes.

At the present stage of its work, the Committee of Experts has not been able to measure
with sufficient accuracy how far the various categories in which it has grouped items of
national defence expenditure are watertight.

The Committee considers that an opinion cannot be given on this question until the
Model Statement has been established in its final form.

Key Items. The Committee of Experts reluctanctly concluded that there were no
key items sufficiently characteristic to be taken as a measure of the magnitude of the
armaments of different countries.

(4) Variety of Methods of Accountancy.

In the short time at its disposal, the Committee of Experts was unable to make a thorough
examination of the questions connected with this point, but it endeavoured to estimate the
accounting difficulties which would be met with when the Model Statement came to be filled in.
The Committee does not feel that these difficulties will be insuperable. It devoted special
attention to the important question of gross and net expenditure. It also touched upon the
questions of the " universality " and " unity " of budgets and of " special accounts".

(5) Carry-forward of Credits, with special reference to Non-Industrial Countries.

The Committee's opinion was that every country should furnish annually, with such
other information as it might be decided to ask for, particulars of the amount of funds unex-
pended during the financial year and carried forward to the following year or years. The
Committee also concluded that, should the Disarmament Convention provide for the limitation
of expenditure by categories, it would be desirable to insert clauses which would allow the
Governments sufficient latitude to follow the practice of carrying forward credits. The
kindred question of non-industrial countries was reserved for further study.

(6) Revision of Figures agreed upon.

In Chapter 6 the Committee has given some indications of the nature of this problem.

(7) Questions reserved for Further Study.

The Committee reserved the following questions for further study:

The method of drawing up the Model Statement;

The question of limitation by categories;

The variety of methods of accountancy;

The "universality" and " unity "of budgets (with particular reference to" special
accounts ");

" Cash " accounts (comptes de gestion) and "Income and expenditure"
accounts (comptes d'exercice);

The date of rendering accounts;
Gross and net accounting.

The carry-forward of credits;

The revision of figures agreed upon.
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B. Conclusions.

The results of the work of the Committee of Experts may be summarised as follows:

The Committee considers, as did the Joint Commission, that none of the difficulties
it has encountered in its preliminary work on the establishment of a Model Statement is
insuperable.

The classification which the Committee has suggested for the purposes of the establish-
ment of a Model Statement, and the form in which its trial Model Statement has been drawn
up, do not in any way prejudge the final form which may be taken by the Model Statement.
The Committee thinks that further study will lead to the condensation of the schedules
appended to its report.

Moreover, the Committee suggests that the final Model Statement might be drawn up
in the form of a relatively simple schedule, with notes showing how the schedule should be
filled in.

Lastly, the Committee takes the view that the Model Statement is not intended to serve
as a basis for comparisons between the armaments of different countries, but should make
it possible to measure the trend of armaments in each individual country. The Committee
further agrees with the Joint Commission that the Model Statement, when its final form is
decided, might also serve as a means of expressing the allocation fixed for each country in
the Convention and as a means of watching over the effective observance of the provisions
of the Convention.
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ANNEX.

TRIAL MODEL STATEMENT
for the Sole Purpose of Subsequent Study.

I. LAND FORCES.
II. NAVAL FORCES.

IIl. AIR FORCES.

1. LAND FORCES.

Amount

Head . --- MAINTENANCE OF EFFECTIVES:

Sub-head 1. -- Pay and Allowances ........... ...

Sub-head 2. - Maintenance Expenses ..............

Sub-head 3. - Maintenance and Creation of Reserve Stocks of Pro-
visions, Clothing and Medical Stores ......

Head II. -TRAINING ....................... 

Head III. - TRANSPORT .................. ....

Head IV. -- BARRACKS, WORKS AND FORTIFICATIONS:

Sub-head 1. -- Barracks, Works and Fixtures ..........

Sub-head 2. - Fortifications, etc. ................

Head V. - WARLIKE STORES ...................

Total . ..



HEAD I. MAINTENANCE OF EFFECTIVES.

Sub-head 1. - PAY AND ALLOWANCES (OF ALL KINDS) GRANTED IN VIRTUE OF OFFICE AND OTHERWISE,
INCLUDING SUBSISTENCE ALLOWANCES.

A. Personnel normally forming an Effective Part of Military Formations, Services and Establishments.

(i) Metropolitan Forces.

Numbers (a). _ _ Pay and allowances (a).

> 0^ 0^ ': ' Formations, Services and Establishments. E 0 Total.

. . . Missions, Military Attaches .................
. . General Staff and Staff of Commands ............. 

. . . Infantry . . . . . .. . . . . . . . . . . . . . . . . . .. . .

. . . Cavalry . . . . . . . . . . . . . . . . . . . . . . . . . . ..

.. .Artillery ........................... 
.. . Engineer and Signal Corps ..................
. . . Tank Corps .........................

·. . Anti-gas units .......................
. . . Army Service, Transport, Pay and Accounts Corps ........
. . . Recruiting Services ......................
. .. Medical and Hospital Services .................
. . . Remounts and Veterinary Services ...............
. . . Chaplains . . . . . . . . . . . . . . . . . . . . . . . .
. . . Military Police (Provost) ...................

·.. . Military Law .......................
.. Schools and Colleges (b) ..................

. . . Surveys (c) . . . . . . . .. . . . . . .. . . . . . . . . .

.. ...... ........ Totals ......... ....... .- . . .

(a) The possibilities of dividing numbers and cost of personnel between this and other heads (especially Head IV) require further examination.
(b) Excluding administrative and instructor staff.
(c) So far as their work is for national defence.

(ii) Colonial Forces (same table as for Metropolitan forces).

(iii) Police ... .. ... .



B. Personnel not normally forming Part of Military Formations, Services and Establishments.

(i) Metropolitan Forces.

Numbers. Remuneration outside periods Remuneration during periods
of training (a). of training (b).

_Formations, Services and Establishments 

Officers. N.C. 0. s. Men. Officers. N. C. 0. s. Men. Officers. N. C. 0. s. Men.

. .. General Staff and Staff of Commands .......

. . . Infantry ...................

.. Cavalry .......... ............

.. Artillery .....................

I

Etc., etc. (as for I. 1. A (i) above) 

........... .Totals .........

(a) Personnel not employed, but receiving remuneration (includes half-pay, retaining fees and reserve pay).
(b) Reservists called up.

(ii) Colonial Forces (similar table to above)o

(iii) Police ......
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HEAD I (continued).

Sub-head 2. - MAINTENANCE EXPENSES (EXPENSES FOR THE SATISFACTION OF PERSONAL
NEEDS OF EFFECTIVES).

(i) Metropolitan Forces.

Normal Reservists
effectives of called up for

military periods
formations and of

services. training.

Provisions . . . . . . . . . . . . . . . . . . . . . . . . . .
Clothing .. ..................
Medical expenses ....................
Office and miscellaneous expenses (minor current expenses of units)

Total ......

(The above subdivision to be made if possible.)

(ii) Colonial Forces (as above).

(iii) Police.. ....

Sub-head 3. - EXPENSES RELATING TO THE MAINTENANCE AND CREATION FOR MILITARY

PURPOSES OF STOCKS OF MERCHANDISE OR PRODUCTS AS BELOW :

(i) Metropolitan Forces.

Amount.

Provisions .............
Clothing . . . . . . . . . . . . . .
Medical Stores ........................

Total ...

(ii) Colonial Forces (as above).

(iii) Police ......

HEAD II. -- TRAINING.

Amount.

Sub-head 1. - EXPENSES OF ADMINISTRATIVE AND INSTRUCTOR STAFF
OF MILITARY SCHOOLS AND CENTRES OF INSTRUCTION ...

Sub-head 2. - EXPENSES OF MILITARY TRAINING GIVEN TO MEN NOT

WITH THE COLOURS (e.g., in the form of subsidies to rifle clubs or
physical culture clubs, etc.)................

Sub-head 3. - EXPENSES RELATING TO GENERAL TRAINING OF THE ARMY:
Staff rides and attendance at camps (collective manoeuvres of
large or small formations), account to be taken solely of addi-
tional pay, subsistence allowances, expenses of transport and
compensation to owners of property ............

Total . . ..

Sub-head 4 (Memorandum only). - EXPENSES RELATING TO CREATION

AND MAINTENANCE OF BUILDINGS OR WORKS (camps, rifle ranges, etc.)

FOR TRAINING PURPOSES.
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HEAD III. - TRANSPORT.

Amount

Sub-head 1. - HORSES AND ANIMAL TRANSPORT:
Purchase of horses or other animals, harness, shoeing, veterinary

charges, and non-specialised transport vehicles .......

Sub-head 2. - MECHANICAL TRANSPORT:

Bicycles, non-specialised motor vehicles, spare parts and accessories.

Sub-head 3. - FORAGE, MOTOR FUEL, LUBRICANTS, ETC., for all purposes,
distinguishing if possible:

(i) Provision for current services ................
(ii) Provision for stock ....................

Sub-head 4. - PAYMENTS TO NON-MILITARY ORGANISATIONS (railways,
tramways, shipping, motors) FOR PROVISION OF TRANSPORT (except
transport for training purposes), distinguishing:

(i) Transport of personnel and horses..............
(ii) Carriage of stores ...................

Sub-head 5. - SUBSIDIES TO TRANSPORT UNDERTAKINGS, distinguishing:

Subsidies to owners of motor vehicles .............

Sub-head 6. - POSTAL SERVICES .. . . . . . . .........

Total ...
Police Forces.....

HEAD IV. - BARRACKS, WORKS AND FORTIFICATIONS.

Section I. -- Barracks, Works and Fixtures. Amount

Sub-head 1. - PURCHASE AND HIRE OF LAND AND BUILDINGS; ERECTION,
EQUIPMENT, IMPROVEMENT, EXTENSION AND UPKEEP OF BUILDINGS
(including fixed machinery and heavy plant) for:

(a) Accommodation of troops and military services, buildings and
sheds for stores, and adjacent areas ............

(b) State factories for manufacture of ammunition or other warlike
stores and of stores for the satisfaction of the personal needs
of the soldier . . . . . . . . . . .. . . . .. . . . . . .

Sub-head 2. - SUBSIDIES TO PRIVATE INDUSTRY FOR IMPROVEMENT,
EXTENSION OR ERECTION OF BUILDINGS, PLANT OR MACHINERY
FOR THE MANUFACTURE OF AMMUNITION OR OTHER WARLIKE STORES

Sub-head 3. - INTERIOR ECONOMY OF BUILDINGS (water, heating, lighting,
bedding, furniture, power) ..................

Total Section I . . .

Police Forces.....

Section II. - Fortifications and Defence Works.

Sub-head 1. - EXPENSES RELATING TO CREATION OF NEW FORTIFICATIONS
AND DEFENCE WORKS ...................

Sub-head 2. -- EXPENSES RELATING TO THE MAINTENANCE OF FORTIFICA-
TIONS AND DEFENCE WORKS ................. ____

Total Section II . ..

TOTAL HEAD IV . . .



HEAD V. - MAINTENANCE, PURCHASE AND MANUFACTURE

OF WARLIKE STORES.

Expenses of maintenance, purchase from traders or manufacturers, and of manufacture in State
factories (including costs of experiment, inspection and design and subsidies to manu-
facturers) of goods, materials and ammunition, whether complete or in parts, intended
either for training purposes in peace-time, or for completion or increase of mobilisation
stocks and replacements for an Army on a war basis, as well as expenses of creation and
maintenance (in State or private hands) of stocks and plant useful only for purposes
of construction of warlike stores.

Note: It may be necessary to complete either the table under Sub-head 1 or that under
Sub-head 2. or both.

Amount

Sub-head 1. - PURCHASE FROM TRADERS OR MANUFACTURERS AND MANU-
FACTURE IN STATE FACTORIES WHICH ARE THE SUBJECT OF SEPARATE
BUDGETARY PROVISION ON A COMMERCIAL BASIS:

Guns, carriages, limbers and ammunition wagons ........

Small arms, including machine-guns and other gear, swords, lances
and bayonets . . . . . . . . . . . . . . . . . . . . . .

Ammunition . . . . . . . . . . . . . . . . . . . . . . . . .

Tanks, tractors, specialised vehicles ........

Anti-gas stores ............

Signal and communication stores, bridging stores, vessels and railway
stores . . . . . . . . . . . . .

Other war stores ........................ ______.

Total......

Sub-head 2. - MANUFACTURE IN STATE FACTORIES NOT THE SUBJECT OF
SPECIAL BUDGETARY PROVISION ON A COMMERCIAL BASIS:

(Classified either by establishments or by services) ......
(Including as far as possible all the elements of the cost of manufac-

ture, raw materials, direct labour, etc. See Report, page 6).

Total ...

Police Forces. .. .
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II. NAVAL FORCES.

Amount.

Head I. - MAINTENANCE OF EFFECTIVES :

Sub-head 1. Pay and Allowances ...............

Sub-head 2. Maintenance Expenses . .....

Sub-head 3. - Maintenance and Creation of Reserve Stocks of Pro-
visions, Clothing and Medical Stores . . . ..

Head II. - TRANSPORT .....................

Head III. - BARRACKS, WORKS AND FORTIFICATIONS:

Sub-head 1. -Barracks, Works and Fixtures ..........

Sub-head 2. -Fortifications, etc . . . . ...........

Head IV. - NAVAL PORTS AND BASES ..............

Head V. - WARSHIPS AND WARLIKE STORES:

Section I. Warships and Materials for Shipbuilding ......

Section II. - Warlike Stores .. . . . ..........

Head VI. - HIRE OF VESSELS, ETC .. .... ......

Total ...



HEAD I. MAINTENANCE OF EFFECTIVES.
Sub-head 1. - PAY AND ALLOWANCES (OF ALL KINDS) GRANTED IN VIRTUE OF OFFICE AND OTHERWISE,

INCLUDING SUBSISTENCE ALLOWANCES.

A. Personnel normally forming an Efective Part of Naval Formations, Services and Establishments.

Numbers (a). Pay and allowances (a).

U2-. C U2~ 'n ..

.a o.o o:^ |O ~ 4 I Formations, Services and Establishments. T o: O .
S 0^ 0 ~1? S. O'S 0 SS ; Total.

.. . . Central Administration ....................
. . Missions, Naval Attaches .

.. . .General Staff and Staff of Commands ..............

. . . Combatant Personnel of all Branches (gunnery, mines, torpedo,
engineers, etc.) . .......................

. . . Supply, Store, Pay and Accounting Personnel . . . . . . . . . .

. . . Medical Personnel ...... .
* . . Chaplains . . . . . . . . . . . . . . . . . . . . . . . . . .
| . Provost Staff ...................... .
.. . Martial Law ........... .. .

. . Schools and Colleges . . . . . . . . . . . . . . . . . . . .
Scientific Sciences (b): 

. Coastal and Hydrographic Surveys . . . .
. .. Chart Printing.......................

. . Meteorological Services ...................
. . . Astronomical Services ................. ..

., e.. ...... .. . Totals ..............

(a) The possibilities of dividing numbers and cost of personnel between this and other Heads (especially V) require further examination.
(b) So far as their work is for national defence.

B. Personnel not normally forming Part of Naval Formations, Services and Establishments.

. . Chaplains.

N b rs. Remuneration outside periodsa Remu tion din piNumbers. Schools training (a). of training (b)..
e SFormations, Services and Establishments.i 

offiers W.O.s. Men Office W.O.s. Men OffiW.O.s. MenOffiPersand Boys. and P. .s. Cand Boys.. . Offce...rs . .. .

|. . . Central Administration ....................

etc., etc. (as for 1. 1, A. above)
— . . . . . . . . .. . .. Totals . . . . . . . . . . . . . . ——————

(a) Personnel not employed, but receiving remuneration (includes half-pay, retaining fees and reserve pay).
(b)Fo Reservists called up.(b) Reservists called up.
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HEAD I (continued).

Sub-head 2. - MAINTENANCE EXPENSES (EXPENSES FOR THE SATISFACTION OF THE
PERSONAL NEEDS OF EFFECTIVES).

Normal Reservists
effectives of called up for

naval periods
formations of

and services. training

Provisions........Provisions . . . . . . . . . . . . . . . . .. . . . . . . . ..
Clothing .............
Medical expenses ...................
Office and miscellaneous expenses (minor current expenses of units)

Total .....

(The above subdivision to be made if possible.)

Sub-head 3. - EXPENSES RELATING TO THE MAINTENANCE AND CREATION FOR
NAVAL PURPOSES OF'STOCKS OF MERCHANDISE OR PRODUCTS AS BELOW.

Amount

Provisions ..........................
Clothing ...........................
M edical Stores . . . . . . . . . .................

Total .......

HEAD II. - TRANSPORT.

Amount.

Sub-head 1. - HORSES AND ANIMAL TRANSPORT: 
Purchase of horses or other animals, harness, shoeing, veterinary

charges, and non-specialised vehicles ............

Sub-head 2. - MECHANICAL TRANSPORT:
Bicycles, non-specialised motor vehicles, spare parts and accessories.

Sub-head 3. - FORAGE, COAL, FUEL OIL, PETROL, LUBRICANTS, ETC., for all
purposes, distinguishing, if possible:
(i) Provision for current services ...............

(ii) Provision for stock. ...................

Sub-head 4. - PAYMENTS TO NON-NAVAL ORGANISATIONS (railways, tram-
ways, shipping, motors) for provision of TRANSPORT, distinguishing:
(i) Transport of personnel and horses .............

(ii) Carriage of stores.

Sub-head 5. - POSTAL SERVICES .................

Sub-head 6. - PORT AND PILOTAGE DUES .............

Total ......
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HEAD III. BARRACKS, WORKS AND FORTIFICATIONS.

Section I. - Barracks, Works and Fixtures. Amount

Sub-head 1. PURCHASE AND HIRE OF LAND AND BUILDINGS; ERECTION,
EQUIPMENT, IMPROVEMENT, EXTENSION AND UPKEEP OF BUILDINGS
(including fixed machinery and heavy plant) for:

(a) Accommodation of troops and naval services, buildings and
sheds for stores, and adjacent areas ......

(b) State dockyards and factories for manufacture of ammunition
or warlike stores and of stores for the satisfaction of the per-
sonal needs of the sailor . . . . . .........

Sub-head 2. - SUBSIDIES TO PRIVATE INDUSTRY FOR IMPROVEMENT,
EXTENSION OR ERECTION OF BUILDINGS, PLANT OR MACHINERY FOR
SHIPBUILDING OR FOR THE MANUFACTURE OF AMMUNITION OR OTHER
WARLIKE STORES .. . . . ..............

Sub-head 3. - INTERIOR ECONOMY OF BUILDINGS (water, heating, lighting,
bedding, furniture, power) ..................

1 Cost of heating, lighting and power to be distinguished, if possible, from those
under Head II, Sub-head 3. .

Total Section I......

Section II. - Fortifications and Coastal Defence Works.

Sub-head 1. EXPENSES RELATING TO CREATION OF NEW FORTIFICATIONS
AND DEFENCE WORKS ....................

Sub-head 2. EXPENSES RELATING TO THE MAINTENANCE OF FORTIFI-
CATIONS AND DEFENCE WORKS ................

Total Section II ......

TOTAL HEAD III ...

HEAD IV. NAVAL PORTS AND BASES.

Amount

Sub-head 1. EXPENSES OF CONSTRUCTING AND EQUIPPING MARINE WORKS
(piers, quays, yards, signal stations, canals, etc.) IN NAVAL PORTS
AND NAVAL BASES .......................

Sub-head 2. - EXPENSES OF MAINTENANCE, REPAIR AND HIRE OF WORKS
ENUMERATED ABOVE .............. .......

Total ..... .
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HEAD V. - WARSHIPS AND WARLIKE STORES.

Section I. Construction, Maintenance and Repair of Warships and
Provision of Material for Shipbuilding.

Note. - It may be necessary to complete either the table under Sub-head 1, or
that under Sub-head 2, or both.

Amount

Sub-head 1. -- PURCHASE FROM TRADERS OR MANUFACTURERS AND MANU-
FACTURE IN STATE FACTORIES WHICH ARE THE SUBJECT OF SEPARATE
BUDGETARY PROVISION ON A COMMERCIAL BASIS:

Propelling machinery...................
Auxiliary machinery ..................
H ulls . . . . . .. . . . . . . . . . . . . . . . .
Armour plate .. ................
Repairs and improvements ................
Inspection . . . . . . . . . . . . . . . . . . . . . . . .
Gun mountings ..................... ____

Total . .. .

Sub-head 2. -MANUFACTURE IN STATE FACTORIES NOT THE SUBJECT
OF SEPARATE BUDGETARY PROVISION ON A COMMERCIAL BASIS:

(Classified either by establishments or by services) .......
(Including as far as possible all the elements of the cost of manu-

facture, materials, direct labour, etc. See Report, page 6) . .

Total ... ..

Section II. Warlike Stores. Expenses of maintenance, purchase from traders or manufacturers,
and of manufacture in State factories (including costs of experiment, inspection and
design and subsidies to manufacturers) of goods, materials and ammunition, whether
complete or in parts, intended either for training purposes in peace-time, or for completion
or increase of mobilisation stocks and replacements for a Navy on a war basis, as well
as expenses of creation and maintenance (in State or private hands) of stocks and plant
useful only for purposes of construction of warlike stores.

Note: It may be necessary to complete either the table under Sub-head I or
that under Sub-head 2, or both.

Amount

Sub-head 1. -- PI JRCHASE FROM TRADERS OR XMANUF1ACTURVERS AN:D MANU-
FACTUR:E IN STATE FACTORIES WHICH ARE THE SUBJECT OF SEPARATE
BUDGETARY PROVISION ON A COMMERCIAL BASIS:

G uns . . . . . . . . . . . . .. .. .. . . . . ..
Tor)pedoes and :mines (exce ding explosives) ... .
Ammunition ...........
Charges for torpedoes and mines.............
Other stores ..............

Total ......

Sub-head 2. - MANUFACTURE IN STATE FACTORIES NOT THE SUBJECT
OF SEPARATE BUDGETARY PROVISION ON A COMMERCIAL BASIS:

(Classified either by establishments or by services) .....
(Including as far as possible all the elements of the cost of nmanu-

facture, materials, direct labour, etc. See Report, page 6).

Total ......
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HEAD VI. - HIRE OF VESSELS, ETC.

Amount.

Sub-head 1. HIRE OF VESSELS ..................

Sub-head 2. SUBSIDIES TO MERCANTILE MARINEF FOR DEFENCE PURPOSES

Total ...
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III. AIR FORCES.

Amount

Head I. - MAINTENANCE OF EFFECTIVES:

Sub-head 1. Pay and Allowances ........

Sub-head 2. -- Maintenance Expenses . . ............

Sub-head 3. -- Maintenance and Creation of Reserve Stocks of
Provisions, Clothing and Medical Stores ...........

Head II. - TRANSPORT .. . ........ ... . .

Head III. -- BARRACKS, WORKS, ETC ........

Head IV. - WARLIKE STORES .................

Head V. CIvIL AVIATION ..........

Total . . . .. .



HEAD I. - MAINTENANCE OF EFFECTIVES.

Sub-head 1. - PAY AND ALLOWANCES (OF ALL KINDS) GRANTED IN VIRTUE OF OFFICE AND OTHERWISE, INCLUDING SUBSISTENCE ALLOWANCES.

A. Personnel normally forming an Efective Part of Air Formations, Services and Establishments.

(i) Metropolitan Forces.

Numbers (a). Pay and allowances (a). ______________

j _ f * ; S J S Formations, Services and Establishments. Total

.. . Central Administration . . . . . . . . . . . . . . . .

. . . Missions, Air Attaches ................

. .. General Staff and Staff of Commands . . . . . . . . .
\ . . Flying and Auxiliary Personnel . . . . . . . . . . . .
. .. Military Law . . . . . . . . . . . . . . . . . . . . .
.. . Schools and Colleges . . . . . . . . . . . ...... 

- - \ } t | | . . . Geographical and Meteorological Services (b) . . . . . .

.......... . .. .Totals . ....... .

(a) The possibilities of dividing numbers and cost of personnel between this and other heads (especially Head IV) require further examination. !

(b) So far as their work is for national defence.

(ii) Colonial Forces (in same form as for Metropolitan Forces).

B. Personnel not normally forming Part of Air Formations, Services and Establishments.

(i) Metropolitan Forces.

Remuneration outside periods Remuneration during periods
Numbers. of training (a). of training (b).

— —'—|~~ ~ Formations, Services and Establishments. —\

Officers. N.C.O.s. j Men. Officers. N.C.O.s. Men. Officers. N.C.O.s. Men.

. . . Central Administration . . . . . . . . . . . . . . . . . . . .
. . . etc., etc. (as for 1, 1, A. above) . . . . . . . . . . . . . . . . .

. . . . . . . . . . . .. . . Totals . . . . . . . . . . . . . . .

(a) Personnel not employed but receiving remuneration (includes half-pay, retaining fees and reserve pay).
(5b) Reservists called up.

(ii) Colonial Forces (Table as above).
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HEAD I (continued).

Sub-head 2. EXPENSES FOR THE SATISFACTION OF THE PERSONAL NEEDS OF EFFECTIVES.

(i) Metropolitan Forces.

Normal effectives Reservists
of military called up for

formations and periods of
services. training.

Provisions .................................
Clothing . . . . . . . . . . . . . . . . . . . . . . . . . . .
Medical expenses .. ..... ..... ..........
Office and miscellaneous expenses (minor current expenses of units)

Total . . . . . . . . . .

(The above subdivision to be made if possible).

(ii) Colonial Forces (Table as above).

Sub-head 3. - EXPENSES RELATING TO THE MAINTENANCE AND CREATION FOR MILITARY
PURPOSES OF STOCKS OF MERCHANDISE OR PRODUCTS AS BELOW.

(i) Metropolitan Forces.

Amount

Provisions . . . .. . . . . . . . . . . . . .
Clothing . . . . . . . . . . . . . . . . . . . . . . . . . . .
Medical Stores . . . . . . . . . .. . . . . . . . . . . . .. 

Total ..........

(ii) Colonial Forces (Table as above).

HEAD II. - TRANSPORT.

Amount

Sub-head 1. - HORSES AND ANIMAL TRANSPORT:

Purchase of horses or other animals, harness, shoeing, veterinary
charges, and non-specialised vehicles ............

Sub-head 2. - MECHANICAL TRANSPORT:

Bicycles, non-specialised motor vehicles, spare parts and accessories

Sub-head 3. - FORAGE, MOTOR FUEL, LUBRICANTS, etc., for all purposes,
distinguishing, if possible:

(i) Provision for current services. .............
(ii) Provision for stock . .............

Sub-head 4. - PAYMENTS TO NON-MILITARY ORGANISATIONS (rail-
ways, tramways, shipping, motors) for provision of TRANSPORT,
distinguishing:

(i) Transport of personnel and horses............
(ii) Carriage of stores...................

(Sub-head . - POSTAL SERVICES . , . ............

Total! .... ,..
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HEAD III. - BARRACKS, WORKS, ETC.

Amount.

Sub-head 1. - PURCHASE AND HIRE OF LAND AND BUILDINGS; ERECTION,
EQUIPMENT, IMPROVEMENT, EXTENSION AND UPKEEP OF BUILDINGS
(including fixed machinery and heavy plant) for:

(a) Training camps, aerodromes, accommodation of troops and
air services, buildings and sheds for stores, and adjacent areas

(b) State factories for manufacture of ammunition or other warlike
stores and of stores for the satisfaction of the personal needs of
the airman . . . . . . . . . . . . . . . . . . . . . . . .

Sub-head 2. SUBSIDIES TO PRIVATE INDUSTRY FOR IMPROVEMENT,
EXTENSION OR ERECTION OF BUILDINGS, PLANT OR MACHINERY FOR
THE MANUFACTURE OF AMMUNITION OR OTHER WARLIKE STORES 

Sub-head 3. - INTERIOR ECONOMY OF BUILDINGS (water, heating, lighting,
bedding, furniture, power) ... .. .. .......

Total ...

HEAD IV. - MAINTENANCE, PURCHASE AND MANUFACTURE
OF WARLIKE STORES.

Expenses of maintenance, purchase from traders or manufacturers, and of manufacture in State
factories (including costs of experiment, inspection and design and subsidies to manu-
facturers) of goods, materials and ammunition, whether complete or in parts, intended
either for training purposes in peace-time, or for completion or increase of mobilisation
stocks and replacements for air formations on a war basis, as well as expenses of creation
and maintenance (in State or private hands) of stocks and plant useful only for purposes
of construction of warlike stores.

Note. - It may be necessary to complete either the table under Sub-head I or that under
Sub-head 2, or both.

Amount.

Sub-head 1. - PURCHASE FROM TRADERS OR MANUFACTURERS AND MANU-
FACTURE IN STATE FACTORIES WHICH ARE THE SUBJECT OF SEPARATE
BUDGETARY PROVISION ON A COMMERCIAL BASIS:

Aircraft (without engines) .................
Engines . . . . . . . . . . . ......
Spare parts and accessories .................
Ammunition ...........
Wireless equipment ....................
Photographic equipment .................
Armament ............
Sundry stores . . . . . . . . . . . . . . . . . . . . . .

Total . .....

Sub-head 2. - MANUFACTURE IN STATE FACTORIES NOT THE SUBJECT
OF SEPARATE PROVISION ON A COMMERCIAL BASIS:

(Classified either by establishments or by services) .....
(Including as far as possible all the elements of the cost of manu-

facture, materials, direct labour, etc. See Report, page 6)

Total ......

HEAD V. - CIVIL AVIATION,
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MINORITY REPORT BY THE ITALIAN EXPERT.

Geneva, March 12th, 1927.

The Italian expert, in view of the truly admirable report just drafted by the Committee
as a provisional conclusion to the discussions on the framing of a Model Statement of Defence
Expenditure, desires first to pay a warm tribute to the views of his enlightened colleagues
and to the remarkably objective and careful manner in which the Chairman has endeavoured
to take impartially into account the opinion expressed by the experts.

He fully concurs with the other members of the Committee as regards the greater part
of the budgetary matters dealt with in this report, considered separately. He is not, however,
in agreement with them as regards the form and structure of the statement which they have
thought fit to establish - only, it is true as a provisional measure - nor can he approve
the procedure whereby certain practical and fundamental principles were set aside at the
outset and during the course of the discussion. These principles have, in his opinion, a direct
and most important technical bearing, as he will now seek to show.

The Italian expert, in view of the wealth of material so carefully selected and so judi-
ciously classified by the Committee, cannot form an estimate - without previous discussion 
of the character of the instrument which it is proposed to construct by means of this material.
He would therefore ask the Committee, in the interests of fuller elucidation and collaboration,
to take note of the following considerations and to submit them, such as they are, to
Sub-Commission B as a minority report.

I. ORDER OF WORK.

In the Italian expert's opinion, from the practical point of view and quite apart from
all political considerations, no form of statement whatsoever should be adopted, even provi-
sionally, until the purpose of this document is absolutely clear, as it is essential to know
the use that will be made of an instrument, if the details of construction are to be adapted
to that use.

This necessity was explained by the Italian expert at the first plenary meeting. The
Committee did not refuse to consider it in principle, but decided to postpone discussion and
went on at once to deal with the question: " What is defence expenditure ? ", endeavouring
to reply by means of examples, that is by a " catalogue ". Then, hesitating to formulate
concrete conclusions, in accordance with its conscientious interpretations of the main task,
the Committee converted into a trial Model Statement the said catalogue, which had been
devised and worked out for the express purpose of replying to the above-mentioned question
- and this by a process of rapid and progressive adaptation.

It is precisely as regards this somewhat premature proceeding that a difference of opinion
occurred, questions such as the following being left unanswered: Is the document in question
to serve merely for statistical studies or to establish a certain uniformity of expression as
regards military budgets ? Or is it an instrument designed to serve as a basis for comparisons
and even perhaps for obligations, or to constitute an additional guarantee of means of
supervision ?

II. INEVITABLE COMPARISON.

Sub-Commission A expressed the opinion that expenditure on armaments could not
serve as a criterion in comparing the armaments of the different countries. Again, in the
Budgetary Committee, the Chairman declared several times in the course of the discussion
that there was absolutely no question of establishing a comparison between the States,
the object being simply to establish a method for studying the evolution of armaments
in each State.

The Italian expert would venture to observe, as he pointed out during the discussion,
that an examination of the statements will automatically involve a comparison between
the different forms in which the evolution occurs in the several States (vide document
C.P.D. /C.Q.B. /C.R. 7).

The actual form of these statements will necessarily lead everyone to draw such compari-
sons. Further, the Italian expert explained his view as regards the inefficacy of alterations
designed to remedy the lack of uniformity, supposing that the real purpose should be that
of comparison.

Comparison would be especially unsatisfactory, as it would apply to a most complex
and involved collection of elements. Unwillingness to accept a statistical instrument will
be particularly marked since the instrument would be in a form most suited to such
comparison.
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III. FORM OF THE STATEMENT PREMATURELY DIVIDED INTO TABLES.

The elements of the original " catalogue ", which were to serve at most as an aide-memoire
in the selection of certain categories for the final statement, have already been classified
and arranged in lines and columns in a number of tables. This represents the premature
construction of an instrument whose complicated and fixed appearance cannot fail to produce
very serious preoccupations and even apprehensions.

It would be dangerous to present the document in this form to the Preparatory Commis-
sion, for this would be equivalent to presenting a very elaborate document as a first draft,
whereas, as is well known, and as the Committee admits in its report, this document would
subsequently have to be very considerably simplified.

In the Italian expert's opinion, it would perhaps have been better to proceed from the
simple to the complex still, of course, without exceeding the maximum of complexity
compatible with the various requirements.

The system now proposed makes it necessary, as the Committee admits in its report,
to submit to the Preparatory Commission a complete and detailed statement of all the concrete
facts and all the considerations brought forward during the discussion concerning the serious
errors of assessment that might be made in reading or interpreting the statement. Notwith-
standing all the precautions and reservations that might accompany the presentation of the
document, the efficacy of such measures might still be open to doubt; the only impression
which can be regarded as legitimate and ineffaceable is that to be derived from the enormous
number of figures to be found in the trial statement (these figures amounting, when the number
of columns is multiplied by the number of lines, to more than one thousand).

IV. APPLICATION OF THE SYSTEM.

Let us suppose that one day, and by a far longer route than that which the Italian expert
for his part would ever have contemplated, we arrive at a statement fairly simple in structure
and not constituting, as it were, an object in itself. Even on this hypothesis, the task of obtain-
ing the essential uniformity, that is of interpreting the documents according to a single system
of accountancy, could, in the opinion of the Italian expert, only be entrusted to a single organ,
excluding Governments. If we left to the latter, of which there are many, this duty of inter-
pretation, particularly during the initial period, the attempts to apply the brief instructions
of the Committee might have the following consequence: each State would give the others
the illusion, not the certainty, of uniformity: that is to say, of compliance with the system
adopted. In other words, the interpretation would in reality be full of inconsistencies and
the total result quite unsound (see document C.P.D./C.Q.B./26 submitted by the Italian
expert).

V. SUPERVISION.

If by chance the Model Statement, in its draft form, were to become an instrument of
direct or indirect supervision (or were employed to supplement other elements), the Italian
expert would have no wish to touch upon the political aspects of the discussion. From the
technical point of view, however, he would be bound to point out that the provisional or
trial statement (the name is unimportant) would prove to be a quite ineffective instrument.

On this point the Italian expert will abstain from general explanations, and, confining
himself to budgetary facts, will draw the attention of Sub-Commission B to the following
fact: the system in question will oblige States which have to fill in numerous columns and
lines in the tables unintentionally to commit gross errors, in so far as the system compels
them to re-group and upset their own budgets in order to comply with imaginary criteria
which have no sure foundation, and even to break up chapters and sometimes items, when
everybody knows that such subdivision is very difficult and in some cases impossible.

VI. POLITICAL AND TECHNICAL ASPECTS OF THE DIFFERENT QUESTIONS.

The Committee of Experts was, in the course of its work, faced with certain questions
which had both a political and a technical aspect: in some cases, indeed, three aspects, if,
as we must, we take account of the strictly military aspect. Confronted with such a situation,
the Committee in all cases observed a very strict limit and kept at a respectful distance from
the imaginary line which separated the technical from the political aspect. In the opinion
of the Italian expert, this procedure resulted in an imperfect and even mistaken treatment
of the problems in their technical aspects, and, above all, may leave very important omissions
which may seriously prejudice the complete solution. These omissions may allow room for
future misconceptions.

Moreover, if the Committee desired to deal with fundamental questions arising in the
intermediate zone between the political and the technical (of course, within such narrow
limits as are indispensable if we are not to build on sand), these questions would be well
within the limits of its competence, not only because the Committee of Experts should enjoy
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the utmost freedom of discussion, but because the political Commission to which the
Committee is to submit its conclusions will be perfectly able to distinguish the more strictly
technical among these conclusions, should the imaginary line have been overstepped.

Passing from the abstract to the concrete, the particular cases in which the said " timor
reverentialis " prevented the experts from dealing with questions in part political appear
to be numerous. Among them may be mentioned:

The question of the budgetary information to be recorded (or included) in
the statements of countries furnishing war material to non-industrial countries;

The question of determining in advance the essential aim of the statement,
and also of fixing the form of the statement as determined by the use to which
it is to be put (including examination and interpretation in a common language);

The question of fixing the organ to which should be entrusted the duty of
drafting and publishing the Model Statements;

Finally, the important question (military, budgetary and political) of the
possibility of limiting expenditure by categories.

CONCLUSION.

As the Italian expert has several times affirmed, whatever position the statement may
occupy in the general scheme of work for the limitation of armaments, the idea of this state-
ment must be regarded from the point of view of military budgets as a remarkable scientific
attempt to extend the sphere of international statistics. Such preliminary attempts are neces-
sarily imperfect. This particular attempt will inevitably remain imperfect for several years.
A document so premature could not be submitted as perfect, or even as being capable of
immediate application.

In the closing lines of the report, which were drafted at the last moment and perhaps
before sufficient material was available for the formation of a judgment, an assertion - a
premature assertion - made by the Joint Commission was accepted. The Committee decided
to confirm the view that the Model Statement was an efficient " means of watching over the
effective observance of the provisions of the Convention ".

Following his own view, and summarising his objections, the Italian expert desires to
point out that he entirely disagrees with this statement, on the ground that it is a euphemism,
which has, in his opinion, the very definite meaning that it would be possible, and would
be an efficient method, to keep a check on national defence expenditure by means of the
Model Statement.

Serious as are the differences of opinion which have arisen in this initial stage of the
discussion, the Italian expert hopes that they may be reduced by the decisions of Sub-
Commission B and of the Preparatory Commission; and in any case he feels it a great
honour to have assisted so far in such important work.




