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(4) Each of these tables and columns had to be filled in with detailed
figures under four heads:

I. Effectives.
II. Transport.

III. Buildings.
IV. War material.

2. Results of the The examination of the documentation showed that, in spite
First Efforts of difficulties, the States have to a large extent succeeded in filling

of the States to in the thirty-one compulsory items and that only a few of them
complete the have filled in the whole or part of the optional columns.

Model Statement. Hence the Technical Committee, while recognising these
difficulties, expresses the opinion that the Model Statement as

prepared by the budgetary experts is not too detailed in its conception, that it will not
prove too complicated in practice, and that its headings, for reasons which differ in each
case, will make it possible to present for each State the publicity of its national defence
expenditure in correct final form and will permit the verification in detail of the accuracy
of the figures providing evidence for purposes of limitation.

It therefore recommends its adoption, with the single modification which has been
indicated in Chapter XI (new division of Head IV for the Navy).

For greater clearness, the Technical Committee proposes the adoption of the following
order:

Table I. -Expenditure on Land Forces.
Table II. - Expenditure on Naval Forces.
Table III. -- Expenditure on Air Forces.
Table IV. -Total expenditure on the three forces together.

3. Commentary The statement in its final form will thus comprise four main
on the heads for each of the tables I, II and III above:

Model Statement Head I. - Expenditure on effectives.
proposed Head II. - Expenditure on transport.

by the Technical Head III. - Expenditure on buildings.
Committee. Head IV. - Expenditure on war material.

Head I-expenditure on effectives-includes under various sub-heads:

(a) Expenditure on pay, wages, salaries and allowances for officers, other ranks
(including N.C.O.s) and civilian personnel employed in military departments or
formations. It classifies this expenditure according to whether the various personnel
normally forms part of military formations, departments and establishments, or not.

(b) Expenditure for meeting the material requirements of the troops, whether
intended for effectives with the colours or for creating stocks of provisions, materials
and supplies for formations to be mobilised.

Head II includes expenditure on movement and transport. These terms are taken
in the widest sense and cover all movement of effectives and material. For the Land
Forces, expenditure on the purchase of horses and their upkeep is placed in a separate
sub-head.

Head III shows separately the expenditure on the construction of organised defences
and the expenditure on construction, upkeep, furnishing and interior equipment of
barracks and other buildings.
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Head IV comprises expenditure on war material. This head is much the most

important. In order to give it a well-defined individuality, the following considerations

have had to be taken into account: certain States buy their material from private industry

or from foreign Governments. The expenditure incurred by these States for such material

is entered en bloc in the accounts on the basis of the purchase price. If this expenditure

is sufficiently subdivided according to the nature of the material, there is no difficulty

in transferring it to Head IV of the Model Statement. Other States have their material

manufactured in their own establishments. If these establishments have autonomous

accounts-i.e., if, like any other industrial undertaking, they deliver their manufactured

materials to the ministerial departments against payment, the expenditure of these

departments is calculated according to the purchase price, and again no difficulty arises

in transferring it to Head IV.
But the State undertakings do not always possess budgetary and administrative

autonomy and, if they do not, their working expenses are provided for by means of

budgetary credits, which are usually divided up among numerous items of the accounts.

It is with these credits that the State undertakings procure raw materials and the products

necessary for manufacture, defray the labour costs, and the pay and salaries of the

managing staff, the costs of transport and, in short, all overhead charges of manufacture.

These undertakings do not charge the military departments for the material which they

manufacture for them. It is therefore the budgetary expenditure enumerated above

which must be entered in Head IV of the Model Statement, and rules have had to be

provided in order that all the expenses which make up the cost of production (raw materials,

wages, overhead charges), and which are scattered throughout the accounts, may be

assembled under Head IV. Thus, subject to the very important considerations which

have been set forth in the course of the report, the head set aside for expenditure on

material would have as nearly as possible the same meaning for all States.

4. Information The budgetary experts recognised that the ideal from the point

given as an Annex of view of simplicity and clearness would be to have a Model

to the Statement combining in a clear and explicit form all the elements

Model Statement. necessary for publicity or evidence as regards limitations of national

defence expenditure. But, at the same time, they thought it

essential, since the Model Statement in itself was not sufficient to achieve this aim, to

attach a certain number of particulars in the form of annexed tables.

The Technical Committee agrees that this is necessary, and expresses the opinion

that the special information in question should be regarded, not as mere annexes, but as

documents as essential as any of the others to the machinery of publicity and limitation

which it wishes to set up.
Nevertheless, for reasons which will be stated in the next chapter, it considers that

some of the original tables (Tables A and B) should not be retained in the new system

and that the wording of some of the others should be modified.

* 

A specimen of the Model Statement and of the headings for the entry of the special

particulars which the Committee recognised to be necessary appears as an annex to the

present part of the report.

B. DATE OF SENDING IN THE MODEL STATEMENT PROVIDING EVIDENCE

OF LIMITATION BASED ON THE PAYMENTS EFFECTED.

It has been shown above how the Model Statement should be filled in on the basis

of the closed accounts. It is now necessary to determine the date of its despatch to the

Permanent Commission. The Committee considered all the possible causes of delay in

this despatch and the means of obviating such delay. The main object of its deliberation
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was to determine whether the Model Statement could be submitted soon enough after the
expenditure is effected to allow it to be ascertained at a comparatively early date whether
the obligations as regards limitation had been observed.

After examining the documents furnished, the Committee found that delays in sending
in the statements might be due to the following different causes:

1. The Existence An examination of the budgetary systems of thirty-three
of Additional States has shown that seventeen of them have an accountancy

Periods. system of twelve months, while sixteen have additional periods
of varying length during which payments on account of the

financial year may be made. Among these sixteen countries there are seven in which the
additional period does not exceed two months and eleven in which it does not exceed
three months, so that, in twenty-four out of thirty-three countries, payments on account
of the " exercice " may be made within a period of less than fourteen months and in
twenty-eight countries within a period of less than fifteen months (see table herewith).

Periods within which Payments must be efected in order to appear in the Accounts of the
Financial Year or "Exercice ".

,~ I Additional period in months

States I 

~| I | 2 3 4 5 6 7 8 9 10 II 12

i. Albania ...... x 
2. Australia . . x 
3. Austria ......
4. Belgium ...... . .--—__
5. United Kingdom . x 
6. Bulgaria.. x .
7. Czechoslovakia . . x
8. Denmark ..... x
9. Estonia ...... x

io. Finland ...... __
ii. France ..... - ___ _
12. Germany. . . 11/2
I3. Greece. . .. x
14. Hungary ......
I5. India .......
16. Irish Free State .. 
I7. Italy .. .. x
I8. Japan ....... 
19. Latvia. '...... x 
20. Lithuania ..... x
21. Netherlands ....
22. New Zealand.. x
23. Norway ...... .
24. Poland ...... x
25. Portugal. .I/j . . _ 2
26. Roumania ..... x
27. South Africa x_
28. Spain...... x
29. Sweden ...... /2 
30. Switzerland .... x
3I. U.S.S.R ........ _ _
32. United States of Ame-

rica....... x 
33. Yugoslavia ..... .. _ x____

33 States ....... 517 3 3 2 I I -- I I
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The Committee is well aware of the advantages that would be obtained by generally

introducing the twelve-months accountancy system. It was, however, obliged to recognise

that such general introduction would raise great difficulties and that the question could

not be settled in the process of drawing up the Convention for the Limitation of

Armaments.

The Committee is convinced, however, that, if the unduly long additional periods

existing in some countries are maintained, it would be difficult to obtain juridical evidence

of the limitation of expenditure on the basis of the final accounts at a sufficiently early date.

The figures and facts examined by the Committee prove that, in many cases, the

States concerned could perfectly well close their budgetary accounts within a comparatively

short period (two to three months) after the end of the financial year. The existence of

long additional periods (sometimes of as much as twelve months) would seem to be due

rather to certain administrative traditions and customs than to essential and imperative

technical requirements. There is, indeed, in a number of countries a marked tendency

to reduce the additional periods. Thus, in Portugal, this period was reduced in 1930 from

twenty-four months to one and a-half months. In France, the Finance Minister announced

in December 1932 that the Government was contemplating the reduction of the additional

period on the occasion of the reform of the public accountancy system.

Since it would be more reasonable and advantageous to secure some change in

administrative customs than to accept considerable delay in the submission of juridical

evidence showing that States have fulfilled their undertakings in regard to the limitation

of expenditure on armaments, the Committee wishes to recommend the reduction of the

additional periods to two or three months. Such a reduction, while enabling the accounts

to be promptly prepared, would provide for the rapid publicity of expenditure.

2. Methods adopted In some countries, this work takes from two to six months.

by the During this period, the administrative authorities draw up the

Administrations accounts and prepare them for examination by the Courts of Audit

in preparing or other higher auditing bodies. The accounts are checked, not

Final Accounts only from the accountancy point of view, but also in respect

for Audit by the of their conformity with the budgetary laws. This is extremely

Higher Auditing detailed work and requires much time. The time taken depends

Authorities. to a large extent on the audit carried out during the execution

of the budget. The Committee considers that the possibility of

reducing this period is a matter of real interest, since it might affect the fixing of the date

for sending in the statement.

In view of the above, the Committee has reached the conclusion that the auditing

of the accounts, even for countries having additional periods, might take place

comparatively soon after the end of the financial year. It is very much to be desired that

the time required for this auditing should not exceed five months. If this were the case

the seventeen countries without additional period would have the whole of this time to

prepare their final accounts, while the eleven countries with an additional period of one

to three months would have four to two months at their disposal. The time-limit of

five months could therefore hardly be observed unless the additional period was shortened

to three months at the most.

3. Audit of the In some countries, this work at present takes from four to

Final Accounts six months. It may even happen that, as a result of delays in the

by the drawing-up of accounts by Ministers, the audit may take much

Higher Auditing longer.
Authorities. In any case, in twenty-six countries considered by the

Committee in this connection, the reports of the Courts of Audit

or other higher auditing authorities, or the accounts themselves when they are drawn

up by these bodies, are submitted within the following periods after the end of the

budgetary year:
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New Zealand .... I/2 months Japan . . months
Sweden ....... 2/2 months Spain J

United States Germany2 M
of America . . . 5 months Yugoslavia2 m

South Africa Poland ....... I4 months
Austria . 7 lmonths India ........ 5 months
Italy Denmark .. ... . I9 months

France .... . 22 months
Albania
Bulgaria Portugal . . . . 24 monthsBulgaria

.Czechoslo. 8 months Norway ...... 30 monthsCzechoslovakia 
Hungary 

Australia
T T o^ 9 monthsIrish Free State 

Latvia 
Roumania

.'io months
United Kingdom 
U.S.S.R.

In some countries, these periods are legal periods which are not observed.

The Committee thought it should endeavour to ascertain the nature of the audit
carried out by the higher auditing authorities in view of the different meaning attached
thereto in different countries. In some countries, the accounts are prepared by the Court
of Audit itself. In this case, they can be produced within five or six months. In other
countries, the general accounts are drawn up by central authorities. Such is the case
in Denmark, Germany, Norway and Switzerland, where the accounts are published within
periods of four to seven months after the end of the financial year. In France, the law
prescribes that the bill for the final regularisation of the budget of the last closed " exercice"
must be submitted, and the Department's account in support thereof must be produced,
at latest at the opening of the ordinary session of the Chambers following the close of the
"exercice ". These legal time-limits are not at present observed.

The Courts of Audit are called upon to give the Parliaments, after such publication,
a guarantee that the provisions of the budgetary law have been faithfully observed.
They point out any irregularities they have ascertained, but they have no power to change
the figures of the accounts. In these cases, the Committee thinks that it might be advisable
merely to require the production of the published accounts without waiting for the
subsequent production of the results of the audit by the higher auditing authorities,
which, in the countries in question, require from twelve to thirty months from the end
of the financial year; from the point of view of the Convention, this is too long.

On the other hand, the Committee cannot but recognise the value of the guarantee
of authenticity given to the accounts by the audit of higher auditing authorities of an
entirely independent character. Hence, the Committee thinks that it is possible to be
satisfied with the published accounts, on condition that the results of the audits are
produced in due course.

The Committee is inclined to think that, in some cases, part of the delay in rendering
the accounts is due to the fact that Governments do not need to hasten their preparations
for drawing up the final accounts, because they merely require to submit them to
Parliament at the moment when the draft budget is being prepared for the second year
following that for which the account is made up. Thus in Denmark, the reports of the
State auditing authorities must be submitted during the second ordinary session of
Parliament after the end of the financial year. In several countries, and more particularly in
the U.S.S.R. and Yugoslavia, the law provides that the accounts must be submitted to
Parliament with the draft budget for the second succeeding year. In such cases the delays
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are not due to technical reasons, and it may be hoped that it will be possible to
submit the accounts at an earlier date in order to satisfy the requirements of the
Convention.

4. Approval of the The Committee is of opinion that this is primarily a political
Final Accounts act, since the supervision is exercised by Parliaments over the

by the Competent manner in which the responsible ministers have executed the
Legislative budget within the limits of the expenditure authorised. On the
Authorities. other hand, Parliaments do not as a rule proceed themselves to an

audit of the final accounts. They consider rather the administration
of the credits on the basis of the audit and observations of the higher auditing authorities.
Furthermore, it should be borne in mind that legislative supervision is sometimes exercised
after a considerable lapse of time, which may amount to several years.

The Committee, while recognising the importance of the legislative approval of the
final accounts, is nevertheless of opinion that this act has no direct connection with the
authenticity of the figures, which is essentially the outcome of the audit of the higher
auditing authorities.

* *

The Committee considers that it would in practice be possible to supply, within a
maximum period of fourteen months after the end of the financial year, Model Statements
drawn up in accordance with the final accounts published and in most cases audited by the
higher auditing authorities. But, in certain cases, the results of the audits will only be
produced after this interval. The length of the time-limit for the production of the Model
Statement presents drawbacks which have already been pointed out. Hence, the
Committee proposes to obviate them by organising a system of additional publicity
which might be effected more rapidly (see Chapter XIX).
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Chapter XVII.

SPECIAL PARTICULARS ADDED TO THE MODEL STATE-
MENT WITH A VIEW TO LIMITATION AND PUBLICITY.

I. INTRODUCTION.

In 1927, the Budgetary Experts proposed that three tables 1 should be added to the
Model Statement showing:

Table A. - The division of the pay of reservists as between that paid outside
periods of training to reservists not employed and that paid during periods of training
to reservists called up.

Table B. - The division of expenditure on shipbuilding as between new
construction on the one hand and maintenance and repairs on the other.

Table C. The total amounts outstanding on block credits granted for more
than one year.

The Committee of Experts of I930-3I, which continued the work of the first Committee
of 1927, further considered that, in order to fill up a possible gap in the machinery of
limitation, the various countries should furnish the figures of their " credit purchases " and
decided to add to the three annexed tables mentioned above a fourth-viz., " Annexed
Table D ":

" Amount of credit purchases or deferred payments in respect of goods delivered
or services rendered, in cases where the due dates of payment are later than those
customary in contracts of the same kind which do not provide any special credit
facilities."

Annexed Table E.

As, moreover, the Committee of Budgetary Experts attached importance to the
question of State subsidies to, and participations in private armament undertakings,
it provided that, if certain subsidies were granted to private undertakings for purposes
other than national defence-for instance, for social purposes-they would not be included
in the statement, but, in order to facilitate supervision, States should specify in a special
publicity table the reasons why such subsidies had been excluded from the Model
Statement.

Annexed Tables F and G.

The Committee of Budgetary Experts also provided for two special tables, one of
which (Table F) was to show expenditure on pensions and the other (Table G) the principal
modifications introduced each year into the provisions of laws or regulations capable of
reacting on the amount of national defence expenditure.

The various annexed tables differed therefore greatly in respect of their origin,
importance, content, form and even of the principle on which they were based. It was
necessary to examine them one by one in the light of the documentation submitted by
States.

1 In I927, provision had, indeed, been made for another table in which would be entered the effectives
shown in the budgets. As this statement was rendered unnecessary, however, by the special provisions in the
Convention relating to effectives, it was not mentioned in the 1931 proposals.
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It may, however, be pointed out at this stage that, although publicity was the
object of all seven annexed tables proposed by the Budgetary Experts, three of them
-Tables C, D and E (and especially Table D)-were directly connected with the machinery
for the limitation of expenditure.

II. EXPENDITURE ON RESERVES.

Annexed Table A was worded as follows by the 1930-3I Committee of Experts:

(I) Remuneration outside periods of training of personnel not employed;
(2) Remuneration during training of reservists called up.

The Technical Committee, when discussing this table, found itself at the outset faced
by two difficulties requiring settlement.

The first was the question of the meaning of the word "reserves ".
A number of entirely different views on the subject were put forward and supported in the

documents submitted to the Committee.
In the United Kingdom and in almost all the Dominions, there are certain military institu-

tions, firmly rooted in tradition, which have nothing or very little to do with the Regular Army.
They include the Territorial Army in the United Kingdom, the Auxiliary Air Force, the Univer-
sity Air Squadrons, the Militia Forces in Australia and the Auxiliary Forces and Territorial
Forces in India.

In these countries, such institutions can scarcely be regarded as " reserves" of the Regular
Army; in fact, only men who have previously served in the Regular Army and are under definite
obligations are regarded as forming part of the " reserves " of that Army.

For these reasons, neither the United Kingdom, nor India, nor Australia, have shown
expenditure on the Territorial Army and similar organisations in Annexed Table A.

The United States of America, on the other hand, regarded their National Guard as a reserve
formation, and showed in Annexed Table A expenditure incurred by the Federal Government for
this body. Similarly, the United States included in the same table expenditure incurred by the
Federal Government for the Organised Reserves and for the Citizens' Military Training Camps,
which are military institutions having to a still less extent the character of " reserves ", in the
sense in which this term is used in the United Kingdom.

Certain countries treated as reserve armed forces such institutions as rifle clubs, physical
culture associations and the Red Cross.

Lastly, it may be noted that Switzerland has been led to consider the question whether she
should not enter all expenditure on the personnel of her Army under the sub-head relating to
" reservists ". This is of course due to the very special position of an Army, such as that of
Switzerland, which has no permanent troops or cadres. In document Conf.D.I25, of June I5th,
I932, moreover, Switzerland stated the difficulty or even impossibility of bringing her Militia
Army under the general regime of the future Convention.

It would thus appear necessary to settle an important preliminary question which is outside
the competence of the Technical Committee; this question comes within the province of the
Committee on Effectives, whose duty it would be to give a definition of " reserves " and
"reservists ".

There is another preliminary difficulty which the Technical Committee is not in a position
to settle.

Nearly all the Powers possess officers of various categories who, though not entirely on
active service, are nevertheless not definitely retired.

There are, for instance, in the United Kingdom and in some Dominions, in Sweden, Norway
and Belgium, half-pay officers who, though generally speaking they do not perform any active
duties, cannot nevertheless be regarded as fully retired.

The French Reserve Cadre contains over 940 general officers, a fact which is in itself sufficient
to demonstrate that the " pay " of these officers, which is moreover calculated at the same rates
as pensions, should be regarded mainly as a " pension "; the French delegation was therefore
justified in deducting this expenditure from the Model Statement and in excluding it from Annexed
Table A, Article I, although a proportion of these general officers may be called up from time
to time. But can the same be said in the case of " officers on long leave," of " unattached
officers ", and " officers on half-pay" ?

An examination of the case of the " retired officers ", for whom an expenditure of $20,II3,I45
is entered in the War Department budget of the United States of America for 1930, will show
that this expenditure is included in Annexed Table A because, in the opinion of the United States
delegation, these officers should be regarded, not as definitely retired, but rather as officers always
ready to answer any summons (although thirty-three of these officers were already serving in
1865).
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There are, moreover, in almost every Army other categories of reserve and supplementary
officers, etc., who are not ex-officers, who have served with the colours. These include young
men who, during their period of higher education, have received appropriate military training
(Czechoslovakia, France, Poland, Roumania, United States of America, etc.) It should be
noted that this last category of reserve officers frequently contains doctors, pharmacists and
veterinary surgeons.

The remarks regarding officers apply in certain Armies also to non-commissioned officers and
men. It is not possible to decide what expenditure should or should not appear in Annexed
Table A unless we have first defined the exact position of officers and men, who, after service with
the colours, are still under certain military obligations. The Committee felt some doubt in the
case of the Wartegelder in Germany and the Wachtgelden in the Dutch Indies, etc., and also regard-
ing the Association of Retired Soldiers in Japan, which receives from the Government a subsidy
of 250,ooo yen as a contribution towards its administrative expenses.

These examples will show how necessary it is, should special information be desired concerning
reserves, for the Committee on Effectives to give a decision as to which categories of officers and
men, in the case of each separate Power, should be regarded as " reserves" and which categories
should be regarded as " definitely retired ".

After an examination of the question from a strictly budgetary standpoint, it would moreover
appear doubtful whether Annexed Table A can at present be satisfactorily filled in.

Is it, in the first place, advisable to extend the wording of the two items of Annexed Table A
so as to include all expenditure on reserves, and not merely the " remuneration" of reservists ?

In the case of certain Powers such extension might be possible; the United States of
America, for instance, could quite easily specify all expenditure (i.e., all Federal expenditure)
in the " appropriation " for the Militia Bureau, including arms, clothing, barracks, etc., for the
National Guard; but this would appear to be almost impossible, for instance, in the case of the
United Kingdom, for the Territorial Army, since vote 2 covers practically pay only, whereas
" stores supplies, etc. " are paid for out of votes 6 to 9 of the "Army Estimates " and cannot be
distinguished from those intended for the Regular Army.

It should also be remembered that the Experts' Committee of I927, when it expressed the
desire to receive particulars of expenditure on " reserves ", wished to make public the expenditure
incurred by the various Powers on calling up and training reservists; for this reason, that Com-
mittee thought it necessary that expenditure specifically incurred in calling up reservists should
receive special publicity.

It is clearly very difficult accurately to identify the various items of expenditure directly
arising out of the calling-up of reserves; very often such expenditure cannot be separated from
the general administrative expenditure. There are, however, certain points which will remain
for discussion, even if we assume that the Committee decides that it is inadvisable to endeavour
to ascertain all expenditure upon" reserves", in order to show it in Table A. These points are
as follows:

(a) It is reasonable to include in the expenditure arising out of the calling-up of other ranks
the assistance granted by various Powers to the families of reservists called up, more particularly
as in some cases-e.g., in Belgium-this assistance is deducted from the remuneration which in
theory is granted to the soldier who has been recalled. It may be pointed out, moreover, that,
whereas in Poland and Czechoslovakia allowances to families of reservists called up appear in a
special chapter of the budget (117,851 zlotys and 4,468,621 crowns respectively), in the case of
the majority of Powers assistance of this nature either is not granted or is not shown in special
chapters, so that, if the expenditure were shown under a special heading in Annexed Table A,
it could not be checked.

(b) A more difficult problem is that arising out of schools for reserve troops. It has three
different aspects, corresponding to the three different kinds of schools---those for officers, non-
commissioned officers and men respectively. Very different interpretations have in fact been
given to Annexed Table A on this point.

As regards reserve officers, it often happens, as has already been seen, that young men at the
universities (particularly those studying engineering and medicine) who follow certain special
courses obtain a commission in the Reserve. What meaning must be attached to the phrase
"expenditure on such schools" ? Is it to include salaries of military instructors or merely
additional allowances ? Allowances given to the students? Or other expenditure such as
that on travelling ? Should expenditure on buildings and material be included ?

In the case of non-commissioned officers and men, schools for reserve personnel are compar-
atively rare; generally speaking, such personnel is simply incorporated with the active personnel
and takes part in the drill, etc.; some Powers, however, possess schools, particularly for certain
specialists; these schools raise the same difficulties as those arising from schools for reserve
officers.

It is in any case difficult to distinguish between schools for military reserve personnel and
ordinary instruction courses, as these schools are sometimes attended both by active and reserve
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list personnel and there is great difficulty in separating the expenditure incurred in respect of
the latter.

It would therefore seem preferable not to include in the Annexed Table expenditure on such
schools, but to show only expenditure for reserve personnel attending them and to agree that
other expenditure (training staff, buildings and material, etc.) should be shown in the relevant
sub-heads of the Model Statement.

(c) A third point for discussion is whether the term " remuneration " which appears in
the Annex should be understood as meaning only " pay, salary and allowances " or should
include the " maintenance " of reservists when called up.

France is the only Power which has given to the wording the latter interpretation, which for
the following two reasons appears to be a reasonable one:

(a) This procedure gives a more accurate idea of the expenditure incurred on the
training of reservists;

(b) Certain Powers pay reserve personnel at a higher rate in view of the fact that
such personnel have to bear either entirely or in part their own maintenance expenses;
the sum shown in Annexed Table A, if it referred only to " remuneration ", would thus
become very elastic in its meaning and would no longer meet the requirements for which
the table was drawn up. This difficulty would clearly be completely overcome if, under
point 2, were shown " remuneration ", including " maintenance ".

An examination of the material submitted, however, brings to light a serious difficulty;
in the case of nearly every Power (Belgium, Italy, Japan, the Netherlands, Poland, Rou-
mania, U.S.S.R., etc.) it is not possible to check expenditure on "maintenance" of reservists
called up against any chapter of the closed account; if, therefore, the sum shown in Table A
were to include both "remuneration " and " maintenance ", it would be of doubtful value.

(d) Closely connected with this problem is another; is it possible to check the figures
shown in the second heading of Annexed Table A by means of the closed accounts of the various
Powers ?

The reply furnished by the material submitted in this respect is entirely negative.
Out of twenty-seven dossiers examined, in only one case (Yugoslavia) did the amount shown

in Annexed Table A correspond exactly with a chapter in the closed accounts. Item 567 of
the Closed Account-" Pay and various allowances for reserve officers and sergeant-majors called
up for military-training "-is transferred bodily to Article 2 of Annexed Table A. But, if not
only officers and non-commissioned officers but also men had been called up, the expenditure
on the latter could in all probability not be shown separately; similarly, in the case of other
Powers, such expenditure can only be shown separately on an approximate basis and with the
help of internal accounts.

It may therefore be stated that examination of the material received shows that the second
part of Annexed Table A can only be filled up with the help of figures which cannot be checked
by the closed accounts.

In these circumstances, would it not be better to omit this item ?
Item I is a little easier to check; and such a check can, for instance, be carried out in the case

of the United Kingdom, Sweden and certain other Powers.
Nevertheless, what information is to be gained from this item ?
That the United Kingdom, for instance, in I929-30 expended §2,228,I74 on reserve personnel

of the Regular Army which was not called up. It might be asked whether, instead of showing
the f2,228,I74, it would not have been more accurate to show the £4,438,214 in respect of the
Territorial Army, which is in fact a second reserve; in any case, after reading this figure, we are
left with the impression that there is no real use in the item and that the figures shown are
entirely devoid of importance.

We thus reach the conclusion that it would be better to do without an annexed table which
serves no useful purpose and in all probability would only give rise to confusion.

This conclusion is strengthened by two further considerations.
In the first case, the Model Statement contains a sub-head D- " Persons undergoing

preparatory military training, reservists and reserve organisations "-which gives an idea of the
expenditure incurred by the various Powers on such " reserves "; furthermore, this sub-head,
which has been drawn up in rather wider terms, covers in fact other expenditure which is more
or less of the same kind. Furthermore, as in a large number of cases no expenditure is incurred
for persons undergoing preparatory military training or such expenditure is not regarded as
military expenditure, the result reached was that sub-head D gave the same total as Annexed
Table A, which was thus a mere repetition.

It must also be borne in mind that, in I927, when the Preparatory Commission was sitting,
there was a particularly keen discussion on the question of " trained reserves" and that it
appeared more important than is the case to-day to use an indirect method-namely, that of
expenditure-to ascertain the extent of the " reserves " maintained by each Power. Now that
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the Conference is developing along new lines in connection with the period of service, this question
becomes of considerably less importance.

In short, the Technical Committee is of the following opinion:

(a) If Annexed Table A is to be filled up, it is first necessary to ask a competent
committee, such as the Committee on Effectives, to define: (a) what armed forces should
be considered as " reserves "; (b) what officers, non-commissioned officers and men should,
in the case of each separate Power, be regarded as occupying " reserve appointments" ?
We must face the FACT THAT SUCH DISTINCTIONS ARE VERY DIFFICULT TO DRAW, that in
all probability the dividing line will be to a large extent arbitrary, and that it is'difficult
to see how in practice it will.be possible to ensure that this dividing line is respected;

(b) If we assume that the required definitions can be supplied, it would still remain
true that the figures shown in Annexed Table A cannot be checked in any way, and would
thus be of very little value even for purposes of publicity;

(c) The annexed table is, to some extent, a repetition of sub-head D in the Model
Statement and would not be of any particular value. Furthermore, it is probable that the
information which should appear therein is no longer considered so important as was the
case in I927.

Such being the case, the Committee considers that Annexed Table A should be omitted.

III. SPECIAL INFORMATION RELATING TO NAVAL MATERIAL.

When dealing with the subdivision of Head IV in the statement regarding Naval Forces
into two sub-heads L and M,1 it was found that the subdivision into " shipbuilding" proper
and " arms and ammunition " was unsuitable and that it was preferable to replace these two items
by " new construction " (" shipbuilding," " arms and ammunition ") and " maintenance"
(" ships," " arms and ammunition ") respectively.

Annexed Table B as proposed by the Committee of Experts in I930-3I distinguished between
expenditure on new shipbuilding and expenditure on the maintenance of vessels.

It was, however, found to be somewhat difficult to separate expenditure on shipbuilding
from that on arms and ammunition. When, moreover, a naval programme is drawn up and
taxpayers are informed of the price of a new vessel, it is clear that what chiefly interests them is
the cost of the " complete " vessel, including guns, ammunition, torpedoes and all the equipment.

It would therefore appear that the really valuable information would be shown in the Model
Statement itself provided that sub-heads L and M are given the new meaning proposed. Annexed
Table B could then be omitted.

IV. BLOCK CREDITS.

The Committee of Budgetary Experts proposed to attach to the Model Statement
a Table C with the following heading: "Statement of the amount outstanding at
the end of the financial year of block credits voted for expenditure in more than one
year."

Failing clear instructions, the different Powers interpreted this table in the most
various ways. Certain States, for example, entered amounts outstanding from credits
voted for several years outside the budget, whereas others gave the amounts of credits
carried forward from one year to another irrespective of whether the carry-forward had
been re-authorised by Parliament or not. As, moreover, the legal implications of the
voting of a credit of course vary greatly from country to country, certain States have
shown the difference between the amount of the credit carried forward and commitments
entered into in respect thereof, while others stated the difference between the amount of the
credit carried forward and the orders for payment issued; others, again, showed
the difference between the credits carried forward and payments actually made. The
difficulties encountered by the various Powers impressed upon the Committee the necessity
for a clear definition of the meaning and scope of the proposed table.

1 See page o02 and following pages.
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In order clearly to define what this table is meant to embody, a number of essential
distinctions should first be drawn.

The most typical case of block credits are credits dealt with in a special account- e.g.,
the credits for the organisation of the frontiers in France and Belgium; once the
authorisation of expenditure has been given, it remains valid until the financing of the
work is completed. In such cases, it is important to be informed, at the end of each year,
of the difference between the original amount of the block credit and the payments already
made-that is to say, what proportion of the block credit will remain available during
subsequent years for financing the work dealt with in the special account.

It is also possible that a block credit may be granted with the proviso that the total
amount shall be split up between a number of successive budgets in yearly instalments.
It is important to be informed at the end of each year of the difference between the block
credit and the instalment or instalments already shown in the budgets.

But there are also other forms of block credits. The system of the United States of
America, for example, includes continuing credits which may be expended over a number
of years. In this case also, it is important to be informed at the end of each year of what
proportion of such credits remains available.

It is already known that, in almost all countries, there are also carry-forward credits-
that is to say, credits voted at the beginning of a given financial year which may be
expended in the course of the following " exercice " or " exercices " in so far as they have not
been exhausted during the financial " exercice " in which they originated. In certain cases
such credits may be carried forward automatically; in other cases, on the contrary, they
cannot be carried forward without a new authorisation from Parliament. Even if no
distinction is drawn between the rules governing carry-forward, it is also important to
be informed at the end of each year of the difference between the amount of the carry-
forward credit voted and expenditure already effected against this credit in the course of
the year-that is to say, of the amount outstanding to be transferred to the following
financial year or years.

In certain countries (such as Italy) where the voting of the credit limits the
commitments which may be entered into in the course of a given year, the difference
between the credit and the commitments entered into during that year is in principle auto-
matically cancelled; but the difference between commitments entered into and payments
actually made is transferred to a residuary account. It is, moreover, possible that the
system in such countries also includes carry-forward in the strict sense of the term-that
is to say, that the difference between the credit voted at the beginning of the year and the
commitments entered into is not automatically cancelled and that the difference between
the total amount of the commitment credit and the payments actually made during the
financial " exercice " is transferred to the residuary account. Even if no distinction is
made between these two cases there can be no doubt that that part of the credits which is
transferred to the residuary account at the end of the " exercice " constitutes a fund avail-
able for use in the course of one or more years and, such being the case, it is also neces-
sary-for publicity purposes-that the amount of such residuary credits should be known.

In certain countries, however, Parliament authorises the defence services to enter into
commitments during a given year on the understanding that the expenditure involved
shall only be paid out of the financial provision of the following year or years. Such
commitment authorisations are to some extent analogous to commitment credits as
defined above; the two must not, however, be confused. Whereas commitment credits
at the same time authorise payment, commitment authorisations must of necessity be
succeeded in the following year by a special payment authorisation. This should preclude
the possibility of deliveries being made during the year in which the commitment
authorisation is granted. It is nevertheless true to say that commitment authorisations
make it possible to conclude contracts and are therefore a reliable pointer to the financial
effort which will be devoted to armaments in the future. No doubt, the payments
corresponding to the commitments entered into will be included in the Model Statement
for the following year or years; it is nevertheless important to mention in the Model
Statement for each year all commitment authorisations in respect of that year, as such
commitments represent, as it were, potential armaments.
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These particulars relating to residuary credits and commitment authorisations are
important:

(i) Because, when the Convention comes to be signed, it will be impossible to
overlook the fact that certain Powers have available credits against which the
Governments may have entered into commitments which will result in deliveries and
consequently in payments;

(2) Because, if the termination of the Convention could be anticipated, it would
be possible, merely by entering into commitments without making payments, to
procure a certain quantity of armaments which might be almost ready for delivery
towards the end of the Convention and which might be paid for immediately after
delivery--that is to say, immediately after the Convention expires.

The latter consideration emphasises the importance of a Convention which would have
an unlimited duration---i.e., which would be renewable by tacit consent at the end of the
successive periods laid down therein, in accordance with Article 57 of the draft Convention.
In any case, the Committee considers it its duty to point out that the efficacy of limitation
will increase in direct ratio to the length of the period for which the Convention is
concluded.1

In the event of the Convention's being concluded for an unlimited period, these
foregoing particulars would still have their importance from the point of view of publicity
and also from that of the information necessary for the revision and adjustments for which
the draft Convention provides.

Lastly, the Committee considers that, in the same connection, it would be useful to be
kept informed every year of the balances at the disposal of autonomous establishments and
capable of being used for further capital outlay or for the constitution of stocks.

The Committee therefore considers it desirable that the contracting parties should
be asked to give information on the following 'points:

(a) The difference between the initial amounts of the block credits voted for
several years and any part of such credits already entered in the budgets, including
the budget for the year to which the Model Statement refers;

(b) The difference between carry-forward credits-that is to say, credits which
may be used for meeting expenditure during the year in question or subsequent years
-and payments in respect of such credits shown in the accounts for the former;

(c) Authorisations to enter into commitments granted apart from credits
voted in the budget of the year to which the Model Statement refers;

(d) The difference between the block credits contained in special accounts and
payments already made against such accounts, including those made during the year
in respect of which the Model Statement has been compiled, together with all other
credits available in special accounts;

(e) The credit balance of autonomous establishments remaining at the disposal
of those establishments.

If this proposal is adopted in principle, very precise instructions will have to be drawn
up in order to define the exact nature of the particulars to be inserted. These instructions
will have to make it clear that, in order to determine what proportion of funds previously

1 NOTE. - In this connection, Major-General BARBERIS and M. WORBS feel bound
to emphasise the inefficiency of the system proposed in the present report in the event
of the Convention being concluded for a short period only.
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authorised still remains available, all countries should deduct the amount of payments
made up to the date under consideration from the original amount of the funds in question.

In this way, the meaning conveyed by the particulars produced by the various
countries will be as nearly identical as possible.

Should the closed accounts or other published official documents not give these
particulars, it would be advisable to recommend the Powers concerned to publish therm
in order to facilitate the task of the organs of the Permanent Commission which will have
to check the Model Statements.

V. DEFERRED PAYMENTS AND CREDIT PURCHASES.

1. General The limitation of expenditure applies to payments. If the
Considerations. payments are made within a fairly short period, they are almost

Work of the contemporary with the services rendered and the deliveries effected,
Committee of so that, by the limitation of payments, actual armaments are

Experts on limited at the same time. 
Budgetary
Questions. But it always happens that, at the end of the "exercice ",

there are a certain number of payments in arrear, the amount of
which is proportionately small if there is an additional period of long duration. The
existence of payments in arrear to a small extent is quite a normal phenomenon and one
which is shown by experience to recur year after year. If this small amount of payments
is of the same volume each year, the limitation of payments rigidly restricts, not the
armaments obtained during the year, but those obtained during a period commencing
some time before the beginning of the " exercice " and ending some time after the end of
that period.

But if for any reason States deferred certain large payments for a relatively long
period, and particularly if they had recourse to credit purchases-that is to say, if, under
the contracts for supplies and constructions, they obtained terms of payment considerably
longer than the terms of delivery-that would create a situation requiring special
consideration.

The Budgetary Experts even held that the development of orders for goods or services
on the one hand and of payments on the other hand might be influenced or disturbed by
the very fact of the restrictions established by the Convention, and that, for this reason,
payments might be postponed, not by accident, but deliberately.

In such cases, payments deferred during a relatively long period and payments in
respect of credit purchases may not appear in the closed accounts for the year or for a
number of years following the services rendered or the delivery effected. It would thus
be possible for a State, during a given year, to remain within the limit fixed for the annual
amount of payments, while still procuring, during that year, armaments exceeding in
value the amount of that limit.

Such a possibility cannot be allowed. The Budgetary Experts, therefore, after showing
that normal payments in arrear did not influence the effectiveness of limitation, provided
for the inclusion in the Convention of the following contractual clause:

"The High Contracting Parties undertake not to employ the system of credit
purchases or any other system of deferred payments in such a way as to increase their
armaments, and in particular their war material, beyond the level which the Parties
would have been able to attain under the Convention if the payments had not been
deferred."

This clause aimed at preventing the amount of payments entered in the Model
Statement in one year and the value of the armaments obtained and not paid for during
that year from exceeding the limit allotted to each State for its expenditure.

1 See Chapter IV.
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In order to obtain evidence that such an obligation was being carried out, the Experts
contemplated two methods:

(a) The insertion in the Model Statement itself, in addition to the payments,
of the value of the armaments obtained and not paid for at the end of the year;

(b) The production of a table in which States would indicate the value of the
armaments obtained during the year and not paid for at the end of the year.

The Budgetary Experts of I930-3I were anxious that authenticated figures of
payments extracted from the closed accounts should not be mixed up in the Model
Statement with estimated figures of expenditure which for the most part do not appear
in the public accountancy documents; they therefore recommended the second method,
and suggested a publicity table with the following title:

"Statement of the amount outstanding at the . . .(date) in respect of
purchases on credit or deferred payments relating to goods delivered or services
rendered, in cases where the due dates of payment are later than those customary
in contracts of the same kind which do not provide any special credit facilities ".

In the opinion of the Experts, the publicity suggested should take place within
a comparatively short period, in any case shorter than the period allowed for the sending
of the returns of expenditure. They considered that the return of credit purchases and
deferred payments might be sent in at the same time as the return of expenditure, the former
return referring, however, to a more recent twelve-month period than the latter.

The Committee of Experts considered that the practice of credit purchases and
deferred payments might be of special importance in cases where certain Governments
obtained credits from other Governments for the manufacture of war material. It therefore
proposed that, in order to make the above-mentioned contractual undertaking more
effective, the Conference should consider whether it would be desirable for the parties
to undertake to refrain from the following proceedings, so far as they may have an influence
on the efficacy of limitation:

(i) The grant of credits to other States in order to enable the latter to
purchase armaments; and

(2) The grant of assistance to enterprises in their own countries such as would
enable these enterprises to deliver war material on credit to foreign States.

The Committee of Budgetary Experts confined its consideration more particularly
to purchases made from private firms, and reached the conclusion that, since the deferred
payment of a sum will have to be effected sooner or later, it will not in practice be possible
to have recourse indefinitely to credit purchases. A time will always come when the
accumulation of the debts of the State will lead, during a given year, to payments which
cannot be effected without danger of exceeding the fixed limit. Thus the fear of exceeding
the limit should restrict the possibility of States having recourse to credit purchases,
with the exception, naturally, of cases where they can anticipate the end of the
Convention. 1

2. Results of the The Technical Committee, in the light of the documentation,
Examination of the has endeavoured to form an opinion as to the value and scope

Documentation of the Budgetary Experts' recommendations.
by the Technicalby the TechOf twenty-seven Powers whose replies were examined, twenty-one

Committee' made the entry "Nil "in the table relating to credit purchases. They
asserted that they did not have recourse to credit purchases and

payments deferred beyond the usual terms. It was noted that, in the case of Germany, the
payment of certain expenditure for the year I930 was postponed for lack of funds to 1931 (see
Summary, B), and that, in the case of Australia, wages unpaid at the end of the year were
transferred to corresponding " suspense funds" (" unclaimed militia pay; unpaid salaries
1929-30 "). But in these cases they were not real credit purchases such as those considered
by the Experts, but "suspense funds ".

1 See reservation on page I53.
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Six Powers gave figures in the table relating to credit purchases:

(a) The United States of America inserted a figure in the table as the result of an
erroneous interpretation, and, after the discussion of the documentation supplied by that
country, it was acknowledged that the United States did not need to insert any figure.

(b) Norway gave a figure, also as the result of an erroneous interpretation.

(c) Yugoslavia gave the amount due from the Ministry of the Army and Marine to
the Ministry of Communications for transport in I929-30. Yugoslavia stated that, " during
the budget year I929-30, there were no credit purchases which would have contributed
to the increase of supplies of material, without involving any expenditure ".

(d) Roumania showed an amount of I2,000,000,000 lei divided into ten yearly
amounts of 1,200,000,000 lei each, plus interest. This represents part of the yearly expendi-
ture on the General Staff's investment plan and programme. The Roumanian delegation
stated that in I930-3I no payment was made, and that " the credits relating to this pro-
gramme will be voted together with the budget for each of the years over which the programme
is spread ".

(e) Poland did not give any figure. An examination of the documentation showed,
however, that the system of credit purchases or deferred payments, as understood in the
Experts' report, is practised in Poland, but in I929-30 there were no deliveries in respect
of which payment was not made.

(/) The U.S.S.R. gave the figure of Io,340,000 roubles as the " liability of the People's
Commissariat for Military and Naval Affairs in respect of orders abroad ".

It thus seems that the system of credit purchases is employed to-day by only four
of the twenty-seven Powers whose documents were examined. It is, moreover, possible
that the absence of detailed instructions for interpreting the headings of the publicity
table led to confusion.

The examination of the documentation supplied therefore did not furnish the
Committee with a sound basis on which to form an opinion.

With a view to proposing definite solutions to the Conference, the Technical Committee
first endeavoured to fix the conditions under which States might have recourse to deferred
payments and credit purchases.

It should be at once observed that credit purchases and deferred payments may
relate, not only to war material proper, but to all supplies, and also to services rendered by
individuals and public and private firms and establishments. The problem has therefore
been considered in all its aspects by the Committee.

3. Purchases from So far as purchases from private firms are concerned, it should
Private Firms. be observed that any delay in payments is costly for a State.

The latter, like any debtor, must pay interest in respect of the delay
in settlement of its debt, and compound interest if payment is not made within one year.
When a State buys on credit, the prices are necessarily higher than for cash, because,
in order to execute their orders, the contractors are obliged to consume their own reserves
or to borrow, unless they regularly receive the amounts due to them. It is the purchaser
who in the last resort bears the consequences of such operations. A State will therefore
only exceptionally purchase on credit from private industry. It may even be observed that
the tendency in States at the present time is to pay large amounts on account at the various
stages of manufacture, rather than to delay payments. In some countries, such as France,
these payments on account may amount to eleven-twelfths of the value of the imaterial, so
that the material may be very largely paid for before delivery.

4:. Services rendered As regards remuneration to personnel, the Committee does not
by Personnel. think that States can delay their payments with the sole object of

maintaining more than the normal personnel in their service.
Wages and various allowances allowances are usually based on rates common to all State employees,
and it is difficult to take special measures for the pay of the fighting services in this
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respect. Moreover, such measures become immediately known on account of the anxiety
to which they give rise. It would therefore not appear that this is a matter of apprehension
in applying the Convention.

5. Transfers from On the other hand, the Committee considers that the practice
One Government of credit purchases may become serious from the point of view

to Another. of the Convention when a Government obtains credits from
another Government for the manufacture or construction of war

material. In this case, payments for material may be made to the private suppliers or
State establishments by the Government in whose territory the material has been
manufactured, and such payments may be charged against the credits which it has granted
to the Government for which the material is intended. The latter Government will no
doubt repay its debt, but it will not make payments direct to the suppliers, and the
payments in respect of material supplied will not appear specifically in the accounts.
The Committee considers that, in view of the Convention, the two Governments concerned
should undertake to declare the value of the material at the time of delivery and to give
the value separately for land, naval and air material. Such a declaration would make it
possible to ascertain the value of the material delivered and not paid for during each
year. The study of this proposal would appear to be within the competence of the
Committee dealing with the regulation of the trade in and private and State manufacture
of arms and implements of war. If effective supervision were established over the
production of war material, as suggested in the General Commission's resolution of
July 23rd, the question of credit purchases between Governments would be automatically
settled, at all events as regards its effect on the efficacy of the mechanism of the Convention.

6. Transfers The Committee then considered cases of transfers from one
of Material from department to another in the same State.
One Department It has been pointed out that as the State is itself the creditor,

to Another. it might defer payment for material transferred to the military
departments. It should be remembered that, although transfers

from one department to another can be made from a civil ministry or service to a military
ministry, they become of importance to national defence only in the case of transfers from
one national defence ministry to another national defence ministry; it should,
however, be noted that the materials common to the various arms are not
numerous. l Nevertheless the ministries that make the transfer require the immediate
refund of the value of the material transferred, in order to continue manufacturing the
material they require for their own needs and hence the practice of deferred payments
cannot in this case give grounds for serious apprehension as regards the application of
the Convention. Certain difficulties may, however, arise owing to delay in regularisation
-for example, as a result of disputes between services.

7. Transfers made When transfers of material are made to the national defence
by Autonomous services by autonomous establishments, the State might conceivably
Establishments. grant special conditions of payment to the fighting services, whereby

they would have more latitude for deferring payment than in the
case of goods supplied by private firms. But, if the autonomous establishments are not
paid for the goods they supply, their operation will be immediately suspended, since it is,
in point of fact, supported by the revenue derived from deliveries made to the various
public services. These are the very reasons for the regulations according to which the
whole or most of the payment for transfers is usually required before delivery (for instance,
in France and Italy). Consequently, in the case of transfers between public departments
or transfers from an autonomous establishment to national defence departments, the
possibilities of postponing payment are limited.

1 See, in this connection, pages 83, 87-88.
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Nevertheless, it has been pointed out that, in certain special cases and for very short
periods, it would be possible for a State to employ such a procedure.

8. Case in which A private firm manufacturing material for the account of a
the Supplier State may assign its claim against the State to a bank. In this way,

transfers His Claim it receives the sums due to it and the bank becomes the creditor
against the State of the State. A special agreement concluded with that bank for

to a Bank. regulating advances to contractors may enable the State to
postpone payment of the sums due.

If such a procedure were employed, the defence departments might have already
received the material without any payments being shown in the State's accounts for the
year in which the material was delivered.

9. Payment in The Committee examined the case of payments made in
Treasury Bonds. Treasury bonds. If the sum produced by such bonds is included

in the budget as revenue and the cost of the material entered as
expenditure, this practice is not open to any objection. If the operation were an extra-
budgetary one, and if, when they fell due, the Treasury bonds were redeemed from the
service of the public debt, no payment would be shown in the budget, and, consequently,
no sum would be included in the Model Statement. The Committee has no information
that any such practice is followed. Moreover, it implies that Treasury bonds must be legal
tender.

10. Solution But the fact that some or all of these possibilities may become
proposed. effective simultaneously shows that the system of credit purchases

and deferred payments might enable a State to some extent to
accumulate armaments of which the value would be shown only in returns for years
subsequent to that in which delivery was effected. This phenomenon might naturally occur
more particularly towards the end of the Convention, if the States could count upon

its not being renewed.

The above considerations show that, in order to avoid any abuse in respect of credit
or deferred payment purchases, it is necessary, as the Budgetary Experts proposed, to
insert special provisions in the Convention.

The Technical Committee accordingly recommends the insertion of the following
clause in the Convention:

" The High Contracting Parties undertake not to employ, in any form what-
soever, the system of credit purchases or any other system of deferred payments
in such a way as to increase their armaments beyond the level which the Parties
would have been able to attain under the Convention if the credit purchases had
not been effected and if payments had not been deferred.

"Consequently, the High Contracting Parties undertake, during each successive
year of the Convention, to limit their payments to the maximum figure represented
by the difference between the annual limit assigned to them and the value of the
services rendered and materials supplied that have not been paid for during the
year."

In order to enable the Permanent Commission to verify the execution of such an
obligation, the Technical Committee has examined the two solutions proposed by the
Experts. Like them, it has refrained from proposing that the amount of the State's
liability should be inserted in the Model Statement beside the payment figures. The
examination of the State accounts has proved that very few of them show the amounts
of "liquidations" (acknowledged debts) any more than the difference between the
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((liquidations )) (acknowledged debts) and the payments. The statement could therefore
only contain estimated figures and not authenticated figures of the amounts " liquidated ".

Consequently, the Committee recommends that States undertake to show in a
publicity item the amounts " liquidated " for materials delivered and services rendered
during the " exercice " in respect of which no payment has been made before the latest
date up to which payments may be made in respect of that " exercice ".

These " liquidated " amounts are always known to the Governments, but the figures
given will usually not be verifiable. If verified figures were required, all the States would
have to change their financial systems so as to show these amounts in the published and
audited documents.

Should such a reform appear to the Conference to be too far-reaching, it should
be noted that the deferred payments must of necessity appear in the later accounts
and statements. It will therefore be possible for the Permanent Commission to check
ex post facto the accuracy of the figures given.

The particulars in question might be given under the following heading:

"Amounts ' liquidated ' (acknowledged debts) for services rendered and materials
delivered but not paid for at the end of the year".

The Technical Committee has considered whether it could draw a practical distinc-
tion between payments made with a normal delay and payments postponed beyond
the customary term; but it was obliged to note that practice varies widely in different
countries. In some countries payment is usually made quickly, while in others certain
administrative formalities delay it; it appeared to the Committee that any distinction
on this subject would be arbitrary. Moreover, it considered that the important thing
was to ascertain the total of the amounts "liquidated" for materials delivered and
services rendered during the year for which corresponding payments do not appear in
the Model Statement for the same year, but which are to be shown in the statements
for following years.

11. Credits opened by Moreover, as the Committee considers that the practice of
One Government credit purchases may be of importance, especially in a case where

in favour of a Government opens credits in favour of another Government, it
Another. recommends that the following additional clause be inserted in

Contractual Clause. the Convention:

" Each High Contracting Party undertakes, should it grant credits to other
States in order to enable the latter to buy armaments, to declare to the Permanent
Commission the nature and value of the material thus transferred, together with the
name of the consignee and the date of delivery.

"Each High Contracting Party undertakes, should it grant credits to its private
armament industries to enable them to deliver material on credit to other States,
to ensure that such private industries, under the supervision of the State, shall
declare the nature and value of the material transferred, together with the name
of the consignee and the date of delivery."

12. Instructions If the Conference accepted the Technical Committee's view,
to be drawn up very clear instructions would naturally have to be subsequently

subsequently. laid down in order to show the States how the publicity item
should be filled up.

In these instructions, regard might be had to the following principles:

Only payments made during the financial ' exercice " should be shown in the Model
Statement, the amounts of payments in arrears being, whenever possible, given in the
special publicity item.
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The amounts " liquidated " for services rendered and material delivered for which

payment has not yet been made would be shown in the publicity table.

With this system, it might be possible to furnish proof of the observance of an

undertaking in respect of limitation, account being taken of the amounts "liquidated"

and not paid at the beginning and end of the period or of the successive periods of

application of the Convention for limitation of expenditure.'

13. Conclusion. In conclusion:

Considering that the system of credit purchases and payments
deferred beyond the normal time-limits a is burdensome for the States, and that accordingly
they have recourse to this system only in exceptional cases;

Considering that the system of credit purchases is of special importance only in

cases where a Government opens credits to another Government for the manufacture

of war material, and that the work of the Committee for the Regulation of the Trade

in and Manufacture of Arms and Implements of War might make it possible to ascertain

the exact date of these consignments, the kind of material delivered, and its value;

Considering that this practice can be dangerous only at the end of the period of

validity of the Convention if States are able to anticipate its termination;
Considering that, if services are rendered and material delivered in the course of

one year without payments therefor being shown in the accounts, those payments will

have to be shown in the accounts of the following year or years, and that accordingly

the determination of an annual limit will prevent recourse to the practice of credit

purchases:
The Committee is of opinion that States should be requested to show in the public

accounts the amounts "liquidated" (acknowledged debts) for services rendered and

materials delivered and not paid for during the "exercice";
And that, in the absence of such a reform, the production of the publicity table

of amounts " liquidated " and not paid, and the observance of the provisions laid down

in the case of credits being opened by one Government in favour of another for the

manufacture of war material, will enable the Permanent Commission to exercise a

sufficiently effective supervision over credit purchases, and to satisfy itself that States

have not had recourse to this system in order to procure services and material of a value

in excess of the limit of expenditure assigned to them. This supervision must, moreover,

be exercised more strictly during the last year of the Convention or of each of its periods

of execution.

If we call

P34 the payments effected in 1934 P3 4 normal payments -+ pr3 4 deferred payments,

P3 5 ,, , 935 - Ps5 , , Pr5 
Pas . , 1936 - pa ,, - p36
,37, ,1, i937 -- P7 + Pr37

R33 expenditure "liquidated" and not paid in I933 and previous years,

R84 ., ,, I1934
R35a X X I 935 ,,

R3 6 ,, ,, ,, 1936

R37 I, - 9 I 937

Tables IV and headings 7 of Table V of the Model Statement will give the following for the years:

Table IV of the I933 I934 I935 1936 1937

Model Statement P3 4 --P+ P34 P35 = P35 - Pr35 P = P306- p 3 P3 q P 37 -A Pr, 7

Heading 7 of Table V R,, Ra4 R35 R36 R37

Assuming a limitation of expenditure based on the average limit of expenditure of four years, proof

of the observance of the undertaking would be furnished on the basis of the following formula:

P34 + P3, -- P36 + P,37 - R37 33 R L - Limit of four years.

2 NOTE. - Major-General BARBERIS and M. WORBS emphasise the impossibility

of giving a definition of " normal delays of payment "and hence of " credit purchases ".

3 Land, naval, and air material.



I.- SUBSIDIES, LOANS AND PARTICIPATIONS.

The Committee of Budgetary Experts had proposed a table the heading of which was
to read as follows:

Table E -- "Statement for the financial year . . of loans made to, or
participations acquired in, enterprises having among their objects the furnishing
of goods or rendering of services for armament purposes, where these have been
excluded from the return on the ground that they are not regarded as armament
expenditure."

Although Chapter 8 of the report of the Budgetary Experts and the actual text of
the heading of Table E itself may have led to confusion (because of the insertion of the
expression " rendering of services "), it is certain that the Experts wished to include in
national defence expenditure only subsidies to enterprises supplying the armed forces in
peace-time. As, moreover, subsidies may be given to such enterprises for purposes other
than that of increasing their production (for social purposes, for example), the Committee
recognised that States should be entitled, on showing good grounds, to exclude those
subsidies from the Model Statement. The fact of their exclusion, with the grounds
therefor, was to be stated in Table E, which was specifically intended for the statement
of grounds for exclusions of this character.

The first Powers to send in their Model Statements in accordance with the circular
of the League Secretariat dated June I3th, 1931 (the United Kingdom, France and the
United States of America), gave to Chapter 8 of the Experts' report and to the heading
of Table E the narrow interpretation which the Experts themselves intended them to
bear. In the case of these Powers, it is well known that there are certain large enter-
prises interested essentially in the development of the natural resources of the State
which are at the same time of importance for national defence. Their several Governments
have given or are giving them subsidies or have taken up large amounts of their shares.
That is true of the Panama Canal and the Shipping Board in the United States of America,
the Suez Canal and the Anglo-Persian Oil Company in the case of the United Kingdom,
and the " Compagnie generale transatlantique" in France. States rightly interpreted the
Budgetary Experts' proposal in not including such subsidies in the Model Statement.

The other Powers that sent in their Model Statements later took the same view and
inserted expenditure on subsidies in the Model Statement only in respect of subsidies to
private enterprises manufacturing war material in time of peace. Thus, States had not
inserted in their Model Statements expenditure incurred to strengthen their war potential.

Nor had they in such cases to give grounds in Table E for exclusions in respect of
subsidies granted to such undertakings for purposes other than national defence. Annexed
Table E is thus found to be blank for all the Powers except in the case of two countries,
Germany and Poland, which have indeed shown in it subsidies actually granted to private
armament enterprises, but which they considered should be excluded from the Model
Statement on the ground that they were of no importance for national defence. This
procedure on the part of the several Governments is entirely in harmony with the general
view held by the Committee, an expression of which is to be found in Chapter II of the

for the increase of war potential must be abandoned.

The Technical Committee is of opinion, further, that Table E (or the publicity item
which will replace it) must retain the character given to it by the Budgetary Experts-
namely, that it should be a means of proving that all subsidies to private armament
enterprises have been duly inserted in the Model Statement, the table showing very
accurately all cases in which subsidies of this kind for purposes other than national defence
have been excluded from the Model Statement.
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No difficulty of interpretation can arise, and the documentation shows that, in point
of fact, no such difficulty has arisen, in the case of subsidies granted direct by the State
to private undertakings engaged exclusively in the manufacture of armaments.

Very frequently, however, enterprises manufacturing war material in peace-time
also manufacture other material for current use. The subsidies granted by the State
to such establishments may be accorded for purposes partly economic, partly financial,
partly social, but at the same time also for purposes of national defence.

It would be useless to hope to be able to trace and insert in the Model Statement
all subsidies of this kind in all their bearings upon national defence. Only where the
subsidy was of quite obvious importance for national defence should its insertion in the
Model Statement be required. Such subsidies are generally granted in the countries
concerned by virtue of legislative provisions and it would thus be possible to check
their inclusion in the Model Statement, particularly if the States were to show in a publicity
item why they have thought fit to exclude certain subsidies from their Model State-
ments. Each Power, in short, would be asked to insert its expenditure of this kind in
the Model Statement when it is obviously for a national defence purpose, and to show
in a publicity item all cases of exclusion of such expenditure from the Model Sta-
tement.

The heading of this item, however, will have to be made clearer. As it is difficult
to express a concise heading of this kind sufficiently clearly to preclude any possibility
of misinterpretation, it would seem expedient to append to the heading detailed
instructions.l

The heading itself might read: " Expenditure not included in the Model Statement
for subsidies to and participations in enterprises having among their objects the furnishing
of war material in time of peace ".

By omitting the words " rendering of services for armament purposes " from the
original heading of Table E the confusion to which the wording was previously liable
is eliminated, while it is made clear that the only subsidies to be inserted in the Model
Statement are such as relate to private firms manufacturing arms and ammunition,
aviation material of a military character, and to yards and establishments for naval
construction-in fact, to firms covered by the conventional list inserted in Appendix 2
of Chapter II.

In conclusion, the publicity item should enable States to indicate the cases in which
they considered that subsidies given to enterprises were not military in character and
should therefore be excluded from the Model Statement. This item will therefore be
designed solely to show that all expenditure on subsidies covered by the conventional
list is included in the Model Statement.

It may be noted that, in dealing with these questions, the Committee has throughout,
excepted the special situation of the U.S.S.R. In the U.S.S.R. there is no private war
industry. Consequently, the Soviet delegation has not included in the Model Statement
any expenditure for subsidies to the State manufactories of war material on the ground
that the other Powers ought to include in the Model Statement, not merely the subsidies
and participations of the State, but also the capital invested in these enterprises by private
persons. This question, moreover, is far wider than the scope of the present observations.
Here it need only be noted that the U.S.S.R. was justified in writing " Nil " in Table E,
since there are no private enterprises in the U.S.S.R. and there is accordingly no reason
to include such expenditure in the Model Statement.

1 These special instructions would form part of the instructions to be framed later.
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VII. EXPENDITURE ON PENSIONS.

1. General The first Committee of Budgetary Experts, that of I926-27,

Observations. discussed at length the question whether military pensions were

to be regarded as national defence expenditure.

Logically, it should be admitted that ordinary pensions, more particularly service

pensions-i.e., pensions payable after a certain period of service-do represent national

defence expenditure, since they form part of the emoluments of soldiers of the Regular
Army when their career is considered as a whole. On the other hand, war pensions should

not constitute national defence expenditure within the meaning of the Convention, since

they can only be regarded as compensation for personal injuries sustained by the pensioner

as a result of the war.

At the same time, the Committee of I926-27, whose conclusions were confirmed by

the Committee of Budgetary Experts of I930-3I, came to the conclusion that ordinary

pensions should be excluded from the Model Statement, since the diversity in the methods

of accountancy and the complexity of the pensions systems made it impossible to find

a uniform criterion applicable to all States or to distinguish in the accounts between

ordinary pensions and war pensions, owing more particularly to the existence of mixed

pensions.

It may be observed that the first reason named by the Budgetary Experts for exclud-

ing pensions from the list of national defence expenditure loses all force by reason of

the fact that the Technical Committee admits the impossibility of comparing armaments

of all countries by comparing the corresponding expenditure.

Moreover, the documentation has made it clear that the distinction between ordinary

pensions and war pensions is in many cases quite easy to establish.

2. War Pensions. As regards war pensions, it will be noted that, of the twenty-
seven Powers whose documents have been examined, seven (Albania,

Irish Free State,l Netherlands, Norway, Sweden, Switzerland, U.S.S.R.) have no war

pensions. Of the other twenty countries, the majority draw a definite distinction in their

budgets and accounts between payments for war pensions and other pensions.

In some of these countries there are mixed pensions, in regard to which it is difficult

to differentiate in the accounts between the amounts paid by way of ordinary pension

and for war disablement respectively. The Powers in whose accounts a fairly accurate

distinction of the expenditure on ordinary pensions and war pensions can be made include

those in which the burden of war pensions is heaviest; in these last-named countries, war

pensions are as a rule paid out of a budget other than the budget in which ordinary

pensions appear or else the latter categories of pensions are kept in a separate account.

The cases of two Powers-Japan and India-call for the following remarks:

(a) War pensions do not amount to a very large sum; the total amount of

pensions is itself not very high.

(b) There is reason to think that, if these countries were asked to make an

effort in that direction, their administrations would succeed in time in isolating

ordinary pensions from those that should be regarded as war pensions.

1 The war pensions paid to soldiers of the Irish Free State who served in the Great War are paid by the
United Kingdom. The Powers which took no part in the Great War but which pay war pensions include
Denmark, which has undertaken to pay the war pensions of ex-service men from Schleswig.
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(c) It is possible in both these countries to separate payments for invalidity
pensions and mixed pensions (service and invalidity). It would perhaps be possible,
during an initial period of the Convention's application, to regard invalidity pensions
and mixed pensions very roughly as war pensions, since cases of disablement are
of course commonly due to war.

3. Ordinary The Experts of I927 and those of I930-3I observed that,
Pensions. among the ordinary pensions paid to soldiers, appear both invalidity

pensions and service pensions. It might be held that only the
latter should be included in the Model Statement, because soldiers entitled to a service
pension may, to a certain extent, be subject to military obligations. It should be pointed
out, however, that among those in receipt of service pensions are ex-officers so advanced
in age that the possibility of recalling them to the colours is purely theoretical.

Moreover, it is sufficient to examine the various pensions systems to realise that the
ordinary pension and pay are often ultimately one and the same thing.

When a big concern undertakes to pay retiring pensions to its staff, its includes in
its expenditure both the pay while in its service and the pension. If the man in the street
or taxpayer wishes to estimate the amount of the national defence expenditure, for which
he has ultimately to pay, he cannot make a subtle distinction between the various items
of national defence expenditure and regards as such the ordinary pensions paid to the
personnel of the land, sea and air armed forces.

An examination of the various ways in which pensions are made up will, moreover,
reveal the close link which in many cases exists between pension and pay.

4. Various Systems The Government may (as is done in the United Kingdom
of financing several Dominions and the U.S.S.R.) make no deduction for

Pensions. pensions from the pay of regular members of the forces and may
then pay their retiring pensions out of public funds. Or, on the

other hand, the Government may make a fairly large deduction from pay, such deduction
being paid into a pension fund, out of which pensions will be paid without any further
Government assistance. In the latter case, the Government, in point of fact, increases
the pay by an amount which includes the sums necessary to provide for pension; thus
regular members of the forces do not need themselves to make over a percen-
tage of their pay to a special fund in order to be sure of a service or invalidity
pension.

Several Powers follow an intermediate system: the Government pays the pensions
without recourse to a special pension fund. The Treasury itself acts, so to speak, as a
pension fund and for that purpose deducts a certain amount from the gross pay. If the
amount deducted is not sufficient to make up the pension in its entirety, the Government
adds the additional sums required.

Of twenty-seven Powers whose documents have been examined, nineteen have no
pensions fund; it is the Government itself that pays the pension either by making a
deduction from the pay (6 per cent in France and Italy) or without making any
deduction (the United Kingdom, certain Dominions and the U.S.S.R.).

In some countries (Denmark, Norway, Dutch Indies, Roumania) there is an auto-
nomous pension fund to which the Government makes a grant, which it adds to the
sums withheld for pensions from officers' pay (5 per cent in Denmark, io per cent in
Roumania).

In Switzerland, the Government pays insurance premiums for soldiers.

These various systems for the establishment of pensions may be summarised in the
following table:
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WITHOUT SPECIAL FUND WITH SPECIAL FUND

NATIONAL BUDGET NATIONAL BUDGET BUDGET OF SPECIAL FUND

Receipts Expenditure Receipts Expenditure Receipts Expenditure

Pay . . . . ioo Pay . . . . ioo Government Pensions 20

ird P. Pensions. . 20 Government contribution 20
? -Total _|- — contribution

'? I Total to fund . . 20

3" expenditure I20

Total
expenditure I20

Receipts Expenditure Receipts Expenditure Receipts Expenditure

Deduction Pay . ... . .I I Pay . . . . i o Officials' Pensions 20

eaO :from pay. Io Pensions . . 20 Government contribution Io

*1 -—contribution Government

i P v Total to fund . . Io contribution Io

~^ §~ ) expenditure:
(a) gross. I30 Total

.I~ & (;(b) net. . 120 expenditure 120

Receipts Expenditure Receipts Expenditure Receipts Expenditure

" ' Deductions Pay . . ... I20 Pay. .. 20 Officials' Pensions 20

Y0 $ *from pay. 20 Pensions ..20 contribution 20

5^ beTotal Total

~ >~ ~ expenditure: expenditure I20
o (a) gross . 140

I q (b) net. . I20
d

5. Should Ordinary It might appear reasonable to regard expenditure in

Pensions be shown connection with ordinary military pensions as true national
in a Special defence expenditure and so to include it in the Model Statement.

Publicity Table ? It should, however, be pointed out that, if the Model State-
ment is to be regarded as drawn up with a view to a Convention

for the limitation of expenditure, and, similarly, if it is regarded purely from the point
of view of publicity, expenditure on pensions differs in kind from other national

defence expenditure.
Whereas other expenditure on national defence might be curtailed if a general

reduction in armaments were decided upon, pensions are a sacrosanct State obligation
and therefore cannot be cut down. In the event of any reduction in armaments, pensions
would on the contrary increase commensurately with any decrease in the military
establishment.

While it is useful from every point of view to know the expenditure on pensions,
it should be clearly distinguished from other expenditure. The Committee therefore

proposes to show expenditure on ordinary pensions in a special publicity item, which

would follow immediately upon the Table A, which gives the total expenditure on the

armed forces. A global figure only would be given, as it would not be possible to distinguish

between service pensions for the various armed forces.
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6. Personnel in The personnel whose pensions are to be included in the
receipt of Pensions. proposed table must be clearly defined.

Hitherto, attention has been devoted to professional service-
men, but every Army and Navy employs civilian officials and workers also.

The remarks made in respect of professional service-men apply with equal force to
civilian officials, and the expenditure on pensions of such officials should appear in the
publicity item.

The position is different as regards workers. In some countries, the Government
pays a direct pension to some or all of these workers (the " established " personnel in
the United Kingdom, and the permanent labour personnel in France and Italy); but
in most countries (Belgium, Germany, U.S.S.R., etc.), the workers are insured with
old-age insurance funds in accordance with the provisions of their national legislation;
in certain countries they are insured with accident insurance funds. In these circumstances,
it does not appear possible to ask all States to show pensions paid to workers. Most of
the workers are, moreover, in the establishments and workshops engaged on the manu-
facture, repair and maintenance of material, and pension payments are included, like
wages, in the cost of manufacture, repair or upkeep of material.

A fundamental distinction should, however, be made between the working staff
with appointments and a real status and the staff which has no legal position which might
in practice be assimilated to that of civil officials-for instance, the working staff which
is bound by a mere contract of service.

In the case of permanent workers with pension rights on the same footing as civil
officials, it is advisable to include pensions in the publicity table, while, as regards the
other workers, it would be advisable to include in the Model Statement the insurance
contributions paid by the State to the old-age insurance funds.

Definite instructions will naturally have to be drawn up subsequently to cover
these cases.

7. Conclusions. As regards war pensions, the Committee is of opinion that
expenditure arising therefrom, which in some States (Australia,

Austria, Germany, New Zealand, South Africa, United States of America) is very con-
siderable, occasionally even exceeding expenditure on national defence, cannot in any
way be regarded as expenditure on national defence, and there is no need to consider
the inclusion of such expenditure, which would entirely alter the nature and structure
of the Model Statement. As was said above, out of the twenty-seven Powers dealt with,
only twenty pay war pensions and it may be presumed that the majority of the thirty-
five Powers that have not been examined do not pay them, or only pay comparatively
small sums. It cannot be maintained that, because a Power assists those who shed their
blood for their country in the war, such a Power is preparing in any way for a new war.

To quote only one author among all those who have dealt with this problem, it may
be remembered that JACOBSON, in a study on military expenditure (" Armaments Expen-
diture of the World "), which appeared in The Economist of October Igth, I929, divides
" military " expenditure into (a) expenditure in preparation for future wars, including
ordinary pensions, and (b) expenditure for the liquidation of past wars; war debts and
ewar pensions are included in the latter class.

The Committee considers that information on the second class of expenditure would
be out of place in a Convention for the limitation of armaments and, furthermore, that
it would be incomplete, as it would not give a true idea of the financial burden imposed
upon the various Powers with a view to liquidating the past; in countries in which, for
purely financial reasons or as a result of a fundamental change in their political outlook,
the Government does not pay any war pensions, the dire and grievous inheritance of
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the war falls upon the population itself and, even if it cannot be shown in the Model
Statement, it none the less exists.

It is principally owing to the absence of any connection between such expenditure

and preparation for war that the Committee proposes that no information should be

asked for regarding this expenditure under the heading of publicity.

It proposes, on the contrary, that ordinary pensions, the importance of which in

relation to national defence has been emphasised, should be included in a special publicity

item inserted in the Model Statement immediately after the table of expenditure on the

three forces.

This item might usefully comprise an optional heading enabling States which are

able and wish to do so to state the amounts of pensions granted as a result of dismissals

due to a reduction of armaments.

VIII. SERVICES AND GOODS NOT PAID FOR IN CASH.

During the discussions in the Expenditure Commission, the German delegate sub-

mitted the following proposal:

" States that use services and goods required by the national defence organisa-

tions which are not paid for in cash and therefore do not appear in the budget

expenditure should fill up a corresponding table annexed to the Model Statement.

The form and the details of this table shall be fixed by the Technical Committee

of the Commission."'

The Committee has carefully examined this proposal.

In view of the distinction laid down in Chapter IV of the present report in respect

of services rendered free of charge, it has not considered it desirable to obtain information

regarding any possible difference between the average wages of an unskilled worker

and the subsistence expenditure (including pay) of a soldier called up under conscription,

nor the theoretical earnings which might have been gained by members of associations

recognised as formations organised on a military basis. It is sufficient, in the opinion

of the Committee, that the expenditure of the armed forces and of formations organised

on a military basis should be shown in the Model Statement exactly as it appears in

the accounts. But a number of interesting cases have been brought to the notice of

the Committee.
For instance, it may happen in exceptional cases that a soldier, on entering military

service, brings his horse, arms and the whole or part of his uniform; he may also be

entrusted with their maintenance during his service without having any claim to com-

pensation from the State. Obviously, the military budget might be relieved by such a

procedure in the same manner as if a part of the national defence expenditure were

borne by private persons.
In the same way, certain members of formations organised on a military basis

might themselves supply their own food, clothing and equipment and even pay certain

transport expenses.
In some States, it may happen that work on national defence is performed by workers

normally in the employ of undertakings or individuals who pay them for such work,

the State not effecting any payment under this head.

A State might also engage unemployed workers on certain national defence works

and pay them a wage additional to their unemployment allowance.

In accordance with the very principle of the limitation of expenditure, all expenditure

of the kind mentioned above is subject to such limitation.

1 See Minutes of the National Defence Expenditure Commission, page 37.
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If such expenditure is accounted for, these accounts should be produced by the
State concerned as evidence in order to check the insertion of the expenditure in the
Model Statement.

It may, however, happen that the amount of such expenditure cannot be ascertained
except by means of estimates. The Committee therefore proposes that the amount of
this estimate and the foundations on which it is based should be shown in a special
publicity table in order that an opinion may be formed as to the method in which the
amount of the expenditure inserted in the Model Statements has been estimated.

In such cases, however, any estimate may encounter material impossibilities, and
the Committee considered that, in these cases, the States should, however, insert in
this publicity table as complete information as possible regarding the nature and
importance of such services rendered to the State free of charge.

In this publicity table, the States should also insert all particulars as to the volume
of services in kind rendered to the armed forces or formations organised on a military
basis-such as free lodging provided by the local authorities in connection with the
movements of troops, or supplies of foodstuffs, etc., whatever the nature of such supplies.
The Committee therefore suggests, in accordance with the German delegation's proposal,
a special publicity item which might be entitled:

"Information regarding unpaid services and supplies for national defence."

Instructions must be subsequently drawn up in order to make clear the meaning
of the information.

SUMMARY AND CONCLUSIONS.

i. Having studied in the light of the documents furnished by the various Govern-
ments the proposals of the Committee of Budgetary Experts regarding the particulars
to be appended to the Model Statement, the Technical Committee has arrived at the
following conclusions:

The following tables should be abolished:

Table A: Expenditure on pay of reserves.

Table B:- Expenditure on shipbuilding.

The importance of the latter table disappears owing to the fact that Head IV of
the Model Statement (Naval Expenditure) has been rearranged so as to show separately
the expenditure on shipbuilding, including arms and ammunition and maintenance costs.

2. In place of the Annexed Tables proposed by the Committee of Budgetary
Experts, the Technical Committee recommends that the table giving the total expenditure
for the three forces should be followed by a fifth table, which would include a number
of particulars or would show in the first place the total expenditure on ordinary pensions
(Information Item No. I). The statement of this total amount might be followed by an
optional indication of the amounts of pensions granted as a result of reductions in
armaments. This information regarding pensions, coming immediately after the total
expenditure on the three forces, may enable the reader to add up the expenditure on
pensions together with the expenditure on armed forces and formations organised on a
military basis.

This Table V would also include the following information:

(2) The difference between the initial amounts of the block credits voted for
several years and any part of such credits already entered in the budget, including
the budget for the year to which the Model Statement refers.

(3) The difference between carry-forward credits-that is to say, credits
which may be used for payments to be made during the year or subsequent years,
and payments in respect of such credits shown in the accounts for the former,
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(4) Authorisations to enter into commitments granted apart from credits

voted in the budget of the year to which the Model Statement refers.

(5) The difference between the block credits contained in special accounts

and payments already made against such accounts, including those made during
the year in respect of which the Model Statement has been compiled, together with
all other credits available in special accounts.

(6) The credit balance of autonomous establishments remaining at the disposal

of those establishments.

(7) Amount liquidated and not paid for materials supplied and services
rendered.

(8) Expenditure not included in the Model Statement for subsidies to and

participations in private undertakings having among their objects the furnishing
of war material in peace-time.

(9) Various information regarding unpaid services and supplies for national
defence.
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Chapter XVIII.

POSSIBILITY OF ASCERTAINING THAT EXPENDITURE
APPEARING IN THE ACCOUNTS HAS BEEN CORRECTLY

TRANSFERRED TO THE MODEL STATEMENT.

A. RECONCILIATION TABLES.

1. Introduction. The principle of the reciprocity of obligations implies that the
provisions of the Conventions must be observed equally and uni-

formly by all the signatory States. If the Convention obliges States to limit their national
defence expenditure, either as a whole or separately for the various forces or for war
material, those States will desire an assurance, in the first place, that the expenditure
of none of the contracting parties will exceed the limit or limits assigned to them and that
they cannot evade the limits provided for transfers between the categories of limited
expenditure. Such an assurance can only be obtained if it is possible adequately to
supervise the fulfilment of the undertakings assumed by the various States. The

States must show the amount of their national defence expenditure, as defined by the
Convention, in the form of a Model Statement, the necessity for which has been shown
in Chapter III. The figures of payments entered by the States in the Model
Statement are taken almost entirely from the published accounts, the authenticity
of which is guaranteed by the existence of internal supervision in the various countries,
and sometimes also by the public scrutiny to which they are subjected in Parliament
(see Chapter VI).

2. Necessity for a The actual accounts of national defence departments-to
Reconciliation speak of no others-differ entirely from the Model Statement, both

Table. in general structure and in their subdivisions. The Model State-
ment groups the expenditure on the land, sea, and air forces under

thirty-one sub-heads, whereas the accounts often comprise hundreds 1 of subdivisions.
In order to fill up, for instance, sub-head E (Maintenance) of the Model Statement, most
of the States must include in it the figures of numerous subdivisions of their accounts;
in other cases, on the contrary, they must split up certain items of their accounts and
divide them among various sub-heads of the Model Statement. In fact, in order to
calculate the figures to be inserted in the statement, States are obliged to change to a
great extent the arrangement of the figures appearing in their accounts. A further
complication arises when, in filling up the statement, expenditure entered in the accounts
of other ministries in special accounts, or expenditure incurred by regional or local
collective entities or private associations or persons, has also to be taken into consideration.

The Model Statement alone could not show the connection between the figures
contained in it and those entered in the accounts. For this purpose, a guide, or a link,
as it was termed by the Budgetary Experts in Chapter I1 of their report, is required
to connect the accounts and the statement and show how the figures in the statement
have been extracted from the accounts. Only a reconciliation table will make it possible
to grasp the relationship between the figures of the statement and the accounts themselves,

and to check and verify the correctness of the figures entered in the statement.

1 In this connection, see the table in Chapter V, page 36.
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If a Convention is concluded, the contracting parties must show by means of the Model
Statement how they have fulfilled their contractual obligations, but it will be by the
State accounts and the reconciliation table that they will prove the correctness of their
statement.

3. Object of the The object of the reconciliation table, therefore, is to show
Reconciliation exactly how each figure in the accounts and all figures obtained

Table. from other sources have been transferred to the statement, so
that it may be possible to determine and verify whether the state-

ment is complete and accurate.

Without going, for the moment, into the form of the reconciliation table, we will
consider the various functions which the table must fulfil in order to attain its purpose.

(a) Indication of In the first place, the reconciliation table must give a complete
various accounts list of all expenditure items in the accounts and other original

concerned. documents which, under the Convention, must be transferred to
the statement. In other words, it must mention all national defence

expenditure within the meaning of the Convention, whatever the nature and the origin
of the resources out of which such expenditure is defrayed. The first task of a country
drawing up this statement must be to prepare such a list. Before dividing up the
expenditure among the heads and sub-heads of the Model Statement, it must list all the

national defence expenditure which it incurs and which is covered by the conventional
list of such expenditure.

The essential documents for drawing up such a list are in this case the budgetary
accounts of the national defence departments, which, as has been shown in Chapter VII,
contain the bulk of military expenditure. Next come, in order of importance: the

budgetary accounts of civil departments or other public services, the special accounts
which sometimes contain the expenditure defrayed out of special resources, including

foundations or bequests by private persons or organisations, and, lastly, the accounts of

local or regional collective entities. In certain States, national defence expenditure is

found in all the accounts above mentioned; in other States, it is found only in some of

those accounts, but it is essential that each State should show in its reconciliation table

all the items in its accounts which bear national defence expenditure.

(b) Indication of the The reconciliation table has to perform a second and its most
method followed in important function-namely, to indicate the manner in which

transferring military expenditure appearing in the accounts of national defence

the figures from the departments or elsewhere has been distributed among the heads
accounts and sub-heads of the Model Statement.

into the Model This function of the reconciliation table is extremely important,
Statement. since, without this information, it would be impossible to see how

the figures in the statement had been extracted from the accounts
of the State, and therefore to verify their accuracy. It is also the information in the
reconciliation table that alone enables an exact idea to be formed of the meaning of the
figures contained in the accounts and of the real purpose of the expenditure incurred.

The correct allocation of expenditure in the statement is specially important for
two reasons. The draft Convention provided for the possibility of separate limitation and
publicity of expenditure on the land, sea, and air forces. Consequently, a special table is also

proposed in the statement for each of these categories. The accounts of only very few

States, however, clearly separate the expenditure for the three forces: in particular, the
expenditure on the Air Forces is frequently combined with that on the Army or Navy. The

separation of the expenditure for the three forces is just the problem which presents the most
serious difficulties (see Chapter IX). This shows how essential it is that the reconciliation
table should show very exactly the way in which this separation has been made. The

draft Convention also provides for separate publicity and limitation for war material; it
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therefore becomes particularly important also to distinguish exactly the expenditure
under that head.

As stated in Part IV of the report, the Committee, when examining the material
laid before it, found that many States had met with certain difficulties in allocating the
expenditure to the various heads of the Model Statement. The problem, however, is not
inherently insoluble. The essential point is to analyse each item in the accounts carefully,
in order to ascertain to what sub-head of the statement it corresponds by its nature,
and whether it is possible to include it entirely under one sub-head or whether it must,
on the contrary, be divided or split, so as to allocate the different kinds of expenditure
that it covers to their proper places in the statement. Suppose, for instance, that the
accounts of a State contain an item relating to barracks and including no other expenditure
of a different kind: that item must be transferred in full to sub-head K. Suppose, however,
that another item includes, not only expenditure relating to pay, but also expenditure
for the commissariat. Pay is entered under sub-head B, and food supplies under sub-head
E, in the statement; the item must therefore be split up, and the appropriate parts allo-
cated to sub-heads B and E. After each item of the accounts has been thus analysed and
correctly classified under the sub-heads of the statement, the figures allocated to each
sub-head must be added up in order to obtain the totals, which are the only figures to be
entered in the Model Statement.

The operation is either more or less simple according to the form in which the States
keep their accounts. The more detailed the accounts and the more their headings refer
to distinct objects the greater is the number of items that may be transferred complete
to the statement and the easier it is to check the accuracy of any subdivision. It is a
different matter if many figures in the accounts have to be split up and allocated to various
heads and sub-heads in the Model Statement. Subdivisions of this kind have had to be
made for almost all the countries whose documentary material has been examined (see
Part IV and the tables annexed thereto).

But the reconciliation table must not merely show the numerical distribution of the
items of the accounts: it must also indicate, in cases where they have been split up, the
rules according to which this has been done. Study of the documents submitted has
shown that the rules followed have been of the most diverse character. It is, however,
possible, as stated in Part IV, to distinguish two main cases in this connection. It may
be necessary, in order to split up the items, to refer to unpublished administrative.
documents. Though the process of splitting up does not allow of exact supervision, it
certainly offers in this case a relatively sure guarantee of the accuracy of the allocation.
The items may also be split up solely on the basis of estimates, in which case the supervision
will be less effective. Naturally, the degree of accuracy of the estimate varies in such cases
according to the basis on which the estimate is compiled and the possibility of checking
it. It should, however, be borne in mind that difficulties arise which the reconciliation table
cannot always entirely eliminate. These difficulties have also been stressed in Chapters IX
and X.

It is essential therefore that all signatory States should undertake to furnish, in
connection with the reconciliation table, any useful information regarding the allocation
of the figures of their accounts, and in particular the manner in which these figures have
been split up.

(c) Indication of The reconciliation table has a third function which is closely
expenditure not related to this distribution of expenditure among the sub-heads of

included in the Model Statement.
the Model A study of the documents has shown that, amongst the
Statement. expenditure appearing in the accounts of the defence ministries,

there are some which, wholly or in part, are not national defence
expenditure within the meaning of the Convention. 1 The same may be observed in regard
to other accounts in which certain expenditure appears which is partly devoted to military,

i See Chapter VII, pages 6I.
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but also partly to purely civil purposes. 1 The sums used for non-military purposes should
naturally not appear in the Model Statement, but should on the contrary be deducted from
the heads in which they appear. Deductions of this nature should be mentioned in the
reconciliation table, the exact reason being given.

(d) Application of If the reconciliation table is to serve as a guide and show accura-
rules laid down for tely throughout how the figures entered in the accounts have been

drawing up the transferred to the Model Statement, it would be incomplete if it
Statements. did not also show how the rules to be laid down in the Convention

for drawing up the Model Statement have been applied. These
rules must naturally be exactly observed by all parties. But, when a State has been
obliged to make certain derogations,2 it must explain the reason for such derogations and
their extent with the aid of the reconciliation table.

4. Form of the The Committee of Budgetary Experts of I93I expressly
Reconciliation refrained from drawing up a model reconciliation table, and even

Table. from giving general instructions for the drawing up of such a table.
It merely defined the object of the table. Each State was thus free

to choose whatever form it preferred in the case of this table.

This solution offered certain advantages, but it also had serious drawbacks. The
drawing up of the table involved considerable difficulties for the States, and the tables
submitted differ not only in form but also-which is more serious-in their intrinsic
value. All the tables have not wholly met the required object and the Committee
has therefore been obliged to ask for a great many explanations.

Consequently, if a Convention is concluded, steps should be taken to ensure a uniform
presentation of these tables. In view of these considerations, the Committee has chosen
models (see the Annex to this chapter) which comprise one table containing an analysis
of all the accounts relating to national defence, tables containing a synthesis of the figures
entered in these statements of each of the three forces, and summaries. It will also be
essential subsequently to prepare definite instructions for the use of these tables.

5. Conclusions. There is no doubt that the reconciliation tables constitute
instruments which will enable the nature and amount of military

expenditure of the various States to be gauged more accurately than has hitherto been
possible. It is therefore gratifying to note that all States, and in particular the majority
of the great military Powers, have not hesitated to submit their reconciliation tables to the
Committee. In this way a great step forward has already been taken as regards publicity
of military expenditure, and there is now reason to hope that effective supervision may be
possible should a Convention be concluded.

The above considerations show that the reconciliation tables doubtless cannot solve
all the difficulties inherent in the present form of presentation of certain accounts. Their
value is to some extent dependent on the nature of the indications in the internal accounts
of States. The Committee considers, however, that the reconciliation tables drawn up
on the lines set forth above should afford the Permanent Commission a means of
ascertaining that the expenditure entered in the accounts of the various States has been
correctly transferred to the statements. In particular, they will constitute a valuable
instrument for the examination of the closed accounts, and will enable the destination
and use of sums spent on national defence to be clearly seen. In course of time, as a result
of its use, States may be induced to draw up their accounts in such a way as to make the
transfer of the figures to the Model Statement an increasingly easy matter; it will thus help

1 See Chapter VII, page 63.
2 See page I74 and following.
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to standardise the accounts of the various States and will enable the development of the

military expenditure of the States which have acceded to the Convention to be followed

year by year.

B. DEROGATIONS.

1. Budgetary On several occasions in the present report, and in connection

Experts' Views on with the reconciliation table in particular, the term " derogations "

Derogations. is employed. It is now necessary to state what the Committee
understands, generally speaking, by this expression.

It will be remembered that the Budgetary Experts Committee drew up certain rules

which it inserted either in its report or in the annexed instructions. In particular it laid

down fundamental principles to the effect that:

(1) All national defence expenditure should be subject to publicity and limitation;

(2) Such expenditure should be classified for international purposes in

accordance with the various heads and sub-heads of a Model Statement;
(3) The figures used for the purpose should be taken from the audited and

published closed accounts.

Although the Budgetary Experts took the view that the Governments would, in

general, be in a position to carry out the instructions relating to the Model Statement, they

recognised that certain States might not be able to comply rigidly with these instructions.

They accordingly considered that it was necessary:

(a) That the Parties to the Convention should appreciate exactly what they undertook

to limit, and
(b) That the definition of the elements limited should remain unchanged from year

to year during the period for which the Convention was to apply.

To this end the Committee recommended: (1) that each Government should fill up

the Model Statement before the Conference, following as closely as possible the instructions

with regard to totals and with regard to Head IV (War material) of the Model Statement;

(2) that the Model Statement should be filled up on the basis of the last closed accounts;

(3) that the method followed by each State should be explained in detail to the Conference;

and (4) that each Government should undertake to adhere strictly to its own method of

filling up the Model Statement, as accepted by the Conference, and that its undertaking

in this connection should be stipulated in the Convention.
The Budgetary Experts' Committee considered that the recourse to certain derogations

by States could not affect the working of the limitation machinery. The essential point in

its view was that, in the case of each State, the exact meaning of the expenditure should be

evident and that each State should bind itself to follow the same methods for the duration

of the Convention in entering its expenditure in the Model Statement. As armament

expenditure cannot serve as a standard of comparison for armaments themselves, there

was no objection, in the view of the Budgetary Experts, to the States making certain

derogations from the instructions.

2. Examination In the course of its study of the documentary evidence, the

of the Question Technical Committee attached particular importance to the

by the Technical derogations found necessary by the Governments when first drawing

Committee. up the Model Statement. 1 These derogations may be divided into

Classification of three main categories:
Possible (a) Derogations of content-i.e., where all defence expenditure

Derogations. is not included in the Model Statement;

1 It should be observed that certain derogations have been involuntary, owing to the absence of sufficient
precision in the definition of certain categories of expenditure. Instructions to be drawn up subsequently will
take the various difficulties encountered in this connection into account.
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(b) Derogations as regards accuracy of figures, where, in default of the requisite
figures in the accounts, the amount of the expenditure is based on estimates;

(c) Derogations of classification-i.e., where defence expenditure is included
in the Model Statement, but certain figures have not been allocated to the
different sub-heads of the Statement, prescribed in the instructions in the draft
annex.

3. Derogations The documents show that derogations as regards the
of Content. content of the total defence expenditure are not serious.

The most important are due to absence of clear definition of
certain categories of expenditure.

Clearness of definition will also reduce difficulties connected with " marginal cases ",
where a service may be regarded as partly civil and partly military-as, for instance,
expenditure on Protection of Fisheries, which could be regarded either as purely coastal
police work or as containing a national defence element.

Clear instructions will also be required as to how certain minor free 1 services
should be treated.

4. Derogations as The present Committee agrees with the formula proposed by
regards Accuracy the Committee of Budgetary Experts-namely, that annual

of Figures. expenditure should mean the payments recorded in the final
accounts relating to the year in question.

The Committee has found that this condition has been generally fulfilled in so far as
total expenditure is concerned, because by far the greatest part of defence expenditure
is included in the accounts of military departments. A small proportion of defence
expenditure, however, is borne by civil departments or by local authorities, private
associations and individuals.

(a) Defence It appears to the Committee not unreasonable to demand, in
expenditure incurred principle, as high a standard of authenticity from civil departments

by civil in regard to the amounts included in their expenditure for national
departments. defence as from the defence departments themselves. The

Committee therefore recommends that, if important expenditure
directly related to national defence is entered in the accounts of civil departments, it should
be rendered easily identifiable in their final accounts with a view to its inclusion in the
Model Statement. A derogation should only be permitted in the case of those services
common to civil and military authorities, such as postal services, etc. In this case, in view
of the relatively small amounts involved, an element of estimation might be permitted,
but the Committee recommends that estimates of such expenditure should be clearly
shown in some official document.

(b) Defence This expenditure is relatively small and may be regarded
expenditure provided as being on a rather different footing from national defence

by local expenditure borne direct by the State. The documents show that,
authorities, in some cases, this expenditure is not shown in published accounts.

private associations Certain services which may be rendered by local communities-for
and individuals. instance, the placing of certain premises at the disposal of the

military authorities-may involve expenditure (for instance, repair
of damage) which, as it is does not require immediate cash provision, is not evaluated for
accountancy purposes. It also happens that the accounts of local authorities draw no
distinction between expenditure for general purposes and expenditure connected directly
with national defence. In these cases, the expenditure figures inserted in the Model
Statement, which will not in any case be of great importance, will not be audited figures.

1 See Chapters IV and XVII.
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5. Derogations of The Budgetary Experts of 1931 did not define the extent to

Classification. which derogation from the principles of completeness of content

or of accuracy of figures should be permitted. The Technical

Committee is of opinion that the possibility of departing from these principles should be

permitted in re-stating defence expenditure depends on the purpose for which such

re-statement is used. In so far as expenditure is to be limited, the statement of such

expenditure should, in principle, (a) represent all the relevant expenditure and (b) the

expenditure included should be identifiable in the published accounts. Otherwise control

by the Permanent Disarmament Commission would become both difficult and vexatious.

Minor departure from this principle might of course be permitted. In so far, however, as

expenditure would not be subject to limitation, but only to publicity, it would not be

necessary to insist, as regards the possibility of identifying the expenditure in the items

of the accounts and as regards their classification, on the strict observance of the above

principles. In this case, States should, in the opinion of the Committee, be permitted to

use unpublished figures to a very much greater extent than would be permissible if the

figures were to be subject to juridical limitation. At the same time, States should undertake

both to explain the methods they have used and to adhere to them for the duration of the

Convention, provided that no administrative change or alteration in the accountancy

system obliges them to modify the methods which they originally undertook to follow

in filling up the Model Statement. In such cases, States should notify the Permanent

Commission and explain the reasons for which they desire to alter their methods. 1

If this suggestion is followed, the subdivisions of the expenditure returns of each

country will continue to have the same meaning as long as the Convention remains in

force or, at least, the Permanent Commission will be able to ascertain what precisely is

included under each subdivision of the Model Statement in the case of each separate

State.

6. Conclusion. If a Convention, for limitation and publicity of expenditure is

adopted, instructions for its application will have to be carefully

drafted. In the absence of a decision on principle, the Committee

has, of course, not drawn up these instructions, but has only indicated what, in its

opinion, should be the fundamental principles upon which such rules should be based.

When decisions of principle are taken, it will be necessary for each State to indicate

clearly what derogations it is compelled to ask for in virtue of accounting or administrative

exigencies, without, of course, infringing the fundamental principles of the system of

limitation and publicity. Each of these derogations, which the Committee trusts will be

few in number, must be accepted by the Conference when the latter specifies the limitation

figures for each State. States will have to undertake not to make any derogations other

than those allowed to them.
In addition, any derogation in the matter of classification made during a financial

year subsequent to the signing of the Convention must be notified to the Permanent

Disarmament Commission, such notification to be accompanied by detailed explanations

as to the reasons.

1 NOTE. - Major-General BARBERIS and M. WoRBs point out a further defect in

the system recommended in the present report. If there is a limitation Convention,

it will obviously not be sufficient to communicate for purposes of publicity " administra-

tive changes or alterations in the accountancy system", but the Permanent Commission

must also consider their effect on the figures, and this will not always be an easy matter.

If it is decided not to take into account the resultant differences or to regard them as

covereg by the normal margins of error, there is a danger that injustice may be done.
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APPENDIX I TO PART VI.

Country Year
......................... M ODEL STATEM ENT. .....................

Table I.

LAND FORCES.

1Armed i IFormations I Formations
forces Armed organised on a organised

stationed forces military basis on a
SUB- ithea home stationed stationed military basis TOTAL
HEAD CATEGORY OF EXPENDITURE in the homeHAD country overseas in the home stationed

(optional) (optional) country overseas
_ _ ___al (optional) (optional)

___ -_(I___________) (2) <l _(3) (4) (5)

HEAD I.

Effectives.
Personnel normally forming

part of formations and
services:

A Pay and allowances of all
k in d s : O ffi c e r s . . . . . .............................................. ....................................... ...... ........ ......................... ................................................ ..............................................

B Ditto: N.C.O.s and men .

C Ditto: Civili.......................an personnel

Personnel not normally form-
ing part of formations
and services:

D Persons undergoing prepa-
ratory military training,
reservists and reserve

. ................................................ ..............................................or a n is a tio n s

E Maintenance of personnel re-
f erred to in su bh ea d s A to D ............................................... ...............................................

HEAD II.
Transport.

F Horses and other animals,
forage, harness and shoe-
ing. .. . . . . . . .

G Coal, fuel, oil, petrol, lu-
bricants, etc., and other
transport expenses . .

HEAD III.

Buildings.
H Construction of new forti-

fications and defence

K Barracks, other buildings,
upkeep, furniture 

T O T A L : H E A D S I T O I I I . ................................................ ..................... .......................................................................................................................................................

|HEAD IV.

War Material.
M Arms, ammunition and

M (a) Engineer and other warlike

N Expenditure not divisible
between subheads M
and M (a).

TOTAL: HEAD IV..... ............................ .. ......................................... ...................................... .

GR AND TOTAL. .. . . . . . . . . . . . . .



178 -

Table II.

NAVAL FORCES.

Formations
Armed forces organised TOTAL

(optional) on a military basis
SUB- CATEGORY OF EXPENDITURE (optional)

HEAD 

(I) (2) (3)

HEAD I.

Effectives.

Personnel normally forming part of
formations and services:

A Pay and allowances of all kinds:
Officers........ . ......

B Ditto: N.C.O.s and men.

C D itto: C ivilian personnel . . . ..................................................................

Personnel not normally forming part
of formations and services:

D Persons undergoing preparatory
military training, reservists and
re s e rv e o rg a n is a t io n s . . . . . ....................................................................... ................................................................ ........................ ...... ..

E Maintenance of personnel referred
to in s'u b h e a d s A to D . . . . . .............................................. ... ....................................... .............................

HEAD II.

Transport.

G Coal, fuel, oil, petrol, lubricants,
etc., and other transport ex-
p e n s e s................................................... ........................................................................ .................

HEAD III.

Buildings.

H Construction of new fortifications
an d defen ce w ork s......................................................................

K Barracks, other buildings, upkeep,
f u r n i t u r e . . . .. .. . . . .. . . ................................................................., ... ........................................................ .........•. •••••••••••••••••••••••••••. ••. ••••••••••••.•.. •. •••••••.•••.

TOTAL: HEADS I TO III. . . .. ...................... ... ............ . ...... ...

HEAD IV.

War Material.

L New construction .............. ,....

M Maintenance .

N Expenditure not divisible between
subheads L and M...

GRAND TOTAL. . ...... ||
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Table III.

AIR FORCES.

Formations Formations
Armed forces d f s organised on a organiseon 

stationed i forces military basis orgasd on . I s taiostationed military basis
S~UB- CATE~rORY in the home C stationed TOTALSUB- CATEGORY OF EXPENDITURE i t hom overseas stat ioned TOTAL

EAD country (optional) in the ho stationed
(optional) (optional) country verseas

(optional)1__________ (optional) I(optional)
„_.. .--- ____„I- ._ L_„(I) | (2) | (3) (4) j 5)

HEAD I.

Effectives.

Personnel normally forrnizg
part of formations and
services:

A Pay and allowances of all
k in d s : O ffi c e r s . . . .. ............................................................................................ ............. ............... ...........................

B Ditto: N.C.O.s and men .

C Ditto: Civilian personnel.

Personnel not normally form-
ing part of formations
and services:

D Persons undergoing prepa-
ratory military training,
reservists and reserve
organisations .......

E Maintenance of personnel re-
ferred to in subheads A
to D ..

HEAD II.

Transport.

G Coal, fuel, oil, petrol, lu-
bricants, etc., and other
transport expenses. . .

HEAD III.

Buildings.

K Barracks, other buildings,
upkeep, furniture . . .u p k e e p , f u r n it u r e . . . ............................................. ... .................................... ....... ............................................... ............................................. ...............................................

TOTAL: H EADS I TO III . .........................................

HEAD IV.

War Material.

M Arms, ammunition and
fighting material . ..

TOTAL: HEAD IV ....

GRAND TOTAL .....
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Table IV.

TOTAL EXPENDITURE FOR THE THREE FORCES.

LAND FORCES ....... ..............

NAVAL FORCES . . . . . . . . . . . . ................... ...

AIR FORCES . . . . . . . . . . . . . . .......................

GRAND TOTAL . . . . . . . .. ..

Table V.

SPECIAL INFORMATION ADDED TO THE MODEL STATEMENT, IN

PARTICULAR AS REGARDS NATIONAL DEFENCE PENSIONS.

i. Ordinary Pensions . . . . . . . . . . . . . . . . . . . . ..............

Including pensions granted as a result of the reduction of
armaments (optional) ............... ..............

Other Special Information added to the Model Statement.

2. Difference between the initial amounts of the block credits voted
for several years and any part of such credits already entered
in the budget, including the budget for the year to which the
Model Statement refers ......................

3. Difference between carry-forward credits-that is to say,
credits which may be used for payments to be made during
the year or subsequent years-and payments in respect of such
credits shown in the accounts for the former .... ... ..........

4. Authorisations to enter into commitments granted apart from
credits voted in the budget of the year to which the Model
Statement refers . . . . . . . . . . . . . ...............

5. Difference between the block credits contained in special accounts
and payments already made against such accounts, including
those made during the year in respect of which the Model
Statement has been compiled, together with all other credits
available in special accounts ... . .. ..............

6. Credit balances of autonomous establishments remaining at the
disposal of those establishments ......................

7. Amount liquidated and not paid for materials supplied and
services rendered ..............

8. Expenditure not included in the Model Statement for subsidies
to or participations in private undertakings having among
their objects the furnishing of war material in peace-time ..............

9. Various information regarding unpaid services and supplies for
national defence .................. ..............


