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APPENDIX II TO PART VI.

MODEL RECONCILIATION TABLES.

A. SUMMARY.

I. Total Expenditure inserted in Table I of the Model Statement (Land Forces).

Total expenditure of the Ministry of War (or Ministry of National
Defence) . . . . . .. . . . . . . ..............

To be deducted:
Non-military expenditure of the Ministry

of War ... ...............
Expenditure relating to Naval Forces . . .............
Expenditure relating to Air Forces ... ..............
Sums the insertion of which would entail

duplication . . . . . . . . . . . ..............
. . ,... , .... o o o o .. o . . .· · ·.· · · · · · · . .. .· · ·· .... o o .· · · ·

To be added:
Expenditure for Land Forces borne on the

budget of the Ministry of Marine . ...... ......
Expenditure for Land Forces borne on the

budget of the Air Ministry . ..............
Expenditure for Land Forces borne on the

budgets of the Civil Ministries:
Ministry of ........... ..........
Ministry of ........... ..........
Ministry of ..................
Ministry of ..................

Expenditure from Special Accounts ... ..............
t, , A ,, . . . ....... I ......

Reconstruction of the gross expenditure . .............
Expenditure of the regional and local budgets ..............
Expenditure of the Colonies ...... ..............

. . . . .. .oo ·. . . . .

Total of Table I of the Model Statement (Land Forces) ..............

II. Total Expenditure inserted in Table II of the Model Statement (Naval Forces).

Total expenditure of the Ministry of Marine (or Ministry of National
Defence) . . . . . . . .... . ..............

To be deducted:
Non-military expenditure of the Ministry of

M arine . . . . . . . . . .. ..............
Expenditure relating to Land Forces . .. . ..........
Expenditure relating to Air Forces . . . . ............
Sums the insertion of which would entail

duplication . . . . . . . . . . . . .. .........

To be added:
Expenditure for Naval Forces borne on the

budget of the Ministry of War ..... ............
Expenditure for Naval Forces borne on the

budget of the Air Ministry ... . .............
Expenditure for Naval Forces borne on the

budgets of the Civil Ministries:
Ministry of ......... ..........
Ministry of ........... ..........
Ministry of .......... ..........
Ministry of ........... ..........

Expenditure from Special Accounts .................

Reconstruction of the gross expenditure . .............
Expenditure of the regional and local budgets ..............
Expenditure of the Colonies ...... ..............

Total of Table II of the Model Statement (Naval Forces) ..............



III. Total Expenditure inserted in Table III of the Model Statement
(Air Forces).

Total expenditure of the Air Ministry (or Ministry of National
Defence) ........................

To be deducted:
Non-military expenditure of the Air

Ministry ................
Expenditure relating to Land Forces . . .............
Expenditure relating to Naval Forces . . .............
Sums the insertion of which would entail

duplication .. . . . . ......

To be added:
Expenditure for Air Forces borne on the

budget of the Ministry of War .. ..
Expenditure for Air Forces borne on the

budget of the Ministry of Marine ..
Expenditure for Air Forces borne on the

budgets of the Civil Ministries:
Ministry of ........... ..........
Ministry of........... ..........
Ministry of ........... .......
Ministry of ........... ..........

. . ... . . . . . . ..

Expenditure from Special Accounts ... ...........

Reconstruction of the gross expenditure . ............
Expenditure of the regional and local

budgets ............. .............
Expenditure of the Colonies ... ..............
.. ..

Total of Table III of the Model Statement (Air Forces) .....

B. ANALYTICAL TABLE.
Distribution of Expenditure between the Tables of the Model Statement

and their Subheads.

CHAPTERS, ARTICLES, PARAGRAPHS, DISTRIBUTION OF THE TOTAL
OF THE ACCOUNTS AMOUNT

Sums included in the
Model Statement

-_________ - _____ —— _____ OBSER-
Total Sums Num- VATIONS VATIONS

amount excluded ber of Chap-
No. Heading entered in from the the ter

the closed Model table of the
account Statement o f the Model

Model State-
State- ment
ment

SI 2 i 3 4 5 6 7 8

1 See page I73, d (Indication of derogations).
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Part VII.

SUPERVISION AND THE PUBLICITY
REQUISITE TO ENFORCE IT.

INTRODUCTION.

In the previous parts of the present report, the Committee's chief object was to define
the juridical basis of the Convention for the limitation and publicity of expenditure,
to determine, in the present state of affairs, the technical possibilities of its application,
and to prepare the instruments needed for its practical operation.

It is now necessary to describe the manner in which the execution of the Convention
could be supervised. This supervision is based essentially on the verification of the transfer
of the figures in the accounts to the statements of expenditure, but, if it is to produce its
full effect, it must also be possible to-follow the course of the.national defence expenditure
of States. The publicity accompanying commitments and the actual execution of budgetsl
will make it easier for the Permanent Commission to obtain the information needed to
judge of the real nature of the national defence expenditure of each of the States which

have signed the Convention.
In the present part of the report, efforts will be made in two separate chapters to

explain what published data are needed for the supervision of the Convention and to
formulate certain technical observations concerning the practical operation of this
supervision.

1 See Chapter V.
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Chapter XIX.

PUBLICITY OF CREDITS AND PROOF OF THE OBSERVANCE
OF LIMITATIONS.

A. GENERAL OBSERVATIONS.

1. Usefulness of Publicity is one of the essential features of the financial
Publicity. administration of modern States. Whereas under older regimes

Treasury administration was usually kept secret, public opinion
is now more and more anxious to follow the use made of the sums taken by the State each
year from the national wealth for the working of the public services. The second part of
this report showed the extent to which Parliaments exercise control over the public
finances by the voting of the budgets, the granting of additional or supplementary
credits in the course of the year and general supervision over the use to which credits
are put. The manner in which supervision is exercised over the execution of the budget,
of which the final act consists in the establishment of the final accounts, is also shown
in the present report. The provisions of the laws or regulations promulgated for the
purpose of communicating to the public periodical statements of commitments, orders
for payment or payments, Treasury operations, the general accounts of the Finance
Department, the statements and reports of the Court of Audit and other higher bodies
responsible for the audit of accounts, have the same object in view.

It was only natural that, in order to procure for the future supervisory body all the
data which may facilitate its work, the Technical Committee should have endeavoured to
utilise this publicity to the greatest possible extent. Consideration will be given in this
chapter to the question of the data which States can be asked to furnish for the purpose
of assisting the Permanent Commission in its task of supervision without placing them,
however, under too heavy a burden. In the Committee's opinion, the published data
requested from States in regard to their expenditure figures should be accompanied by
various particulars as to the system of public accounts and the actual nature of the various
resources from which national defence expenditure is met.

2. Technical In dealing with the problem of publicity, the Committee felt
Conditions for bound to lay down the technical conditions to be fulfilled by

Publicity. publicity with a view to the application of the future Convention.
This question is, in the Committee's view, of special importance:

the Committee thinks that no machinery for publicity could be devised, nor could its form
and purpose be determined, without previously defining the technical conditions essential
for its working and effectiveness.

On this subject, the Committee was unanimous in recognising:

(I) That publicity must be current-i.e., supply information as rapidly as
possible concerning the respective expenditures of the contracting parties likely
to interest the Permanent Disarmament Commission;

(2) That publicity should be general-i.e., compulsory for all contracting parties;

(3) That it should be simultaneous-i.e., that communication should be made
by the contracting parties as far as possible on the same date, and that the information
supplied should refer to the same periods of time;

(4) That it should be in sufficient detail to fulfil the purposes of the Convention.
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3. Aims of In the light of experience gained during the course of its work,
Publicity. the Committee envisages publicity from two different aspects:

(a) Publicity which would constitute juridical proof of the fulfilment of
obligations in regard to the limitation of national defence expenditure. It would
enable the carrying out of these obligations to be supervised.

(b) Publicity which would be independent of proof of the limitation of national
defence expenditure, but the purpose of which would be to inform the Permanent
Disarmament Commission as to the expenditure of States on national defence and
which would thenceforth furnish this Commission with very helpful data from the
point of view of the supervision which it would be called upon to exercise.

The Committee desires to emphasise the differences existing between these two forms
of publicity in view of the objects respectively assigned to them. Such a distinction
between these two classes of publicity seems essential for avoiding any confusion in the
interpretation of the subject dealt with in the present chapter. Notwithstanding their
different objects, their external form and their degree of detail may, however, be the same.

The necessity for submitting expenditure figures within the uniform framework of a
Model Statement was shown in Chapter III. In the Committee's opinion, the detailed
information supplied in this statement would be the same for purposes of limitation and
for purposes of publicity.

In the event of global limitation, it might be thought that it would be sufficient
to produce a single figure for the total expenditure and that, in the event of the separate
limitation of expenditure on each of the three armed forces and their respective war
materials, it would be sufficient to supply one figure for each category of expenditure so
limited. In reality, even in the event of the Conference's adopting global limitation alone,
it would be necessary, in the Committee's opinion, to prove the observance of this limitation
by means of a fairly detailed Model Statement. First, the correctness of all the figures
which composed the grand total of national defence expenditure must be ascertained,
and for this purpose all the items of expenditure under which these figures are entered
must be analysed. The more detailed the Model Statement the greater the need for the
analysis of the accounts in order to discover the true object of the expenditure, and
the greater the efficacy of the supervision to be entrusted to the Permanent Commission.
On the other hand, the heads of the Model Statement are indispensable to give an idea
of the true object and allocation of the expenditure and to provide a true picture of the
armament of each country. The supervision of a global limitation of expenditure on the
basis of a detailed Model Statement will provide useful indications for estimating the
economies realised by reductions made in armaments themselves-for instance, effectives
and war material. It will also make it possible to bring about the realisation
of the technical conditions necessary for the separate limitation of expenditure on the three
forces and on land and naval material, a limitation which is difficult to achieve at present
for the reasons set out in Chapters IX and X.

On the other hand, States cannot be asked to supply an over-detailed statement, the
compilation of which would necessitate the splitting up of too many figures for allocation
to the various heads.

4. Publicity After examination of the conditions required in the case of
unconnected with publicity intended as proof of the fulfilment of obligations in regard

the Proof of the to limitation, it is now necessary to consider to what extent
Observance of supplementary publicity might be requested of States with a view
Limitations. to supplying the Permanent Commission with the data needed

for the exercise of supervision. In this connection, the Committee
thought that publicity should be laid down as a fundamental principle, the application
of which would be limited only by the impossibility of imposing upon States obligations
with which the administrations would be unable to cope.

The obligations which should be assumed in this sphere should help to enlighten the
Permanent Commission as to the various financial efforts which States devote to their
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national defence. The detailed information furnished by means of publicity will enable
the true nature of the expenditure of the contracting parties to be traced within the
framework of their obligations, and there is no doubt that supervision over the execution of
the Convention will thus be made more effective.

This chapter will deal successively with:

Publicity of credits based on parliamentary votes;
Publicity of annual disbursements;
Advisability of the communication of certain laws and regulations that may bear

on national defence.

B. PUBLICITY OF CREDITS BASED ON THE BUDGETS.

1. Summary of This problem was considered before the Limitation Conference
Previous Efforts. from two different aspects:

From the exclusive standpoint of publicity. - The Committee of Budgetary
Experts of 1927 concluded that it was necessary to draw up a Model Statement of
national defence expenditure based on the budgets as voted. It did not bring out
in its report the arguments in favour of a statement of military expenditure actually
incurred. M. JACOMET, former Chairman of the Committee of Budgetary Experts, furnished
the Technical Committee with additional explanations from which it results that the
production of a Model Statement based on estimates had in I927 been looked at solely
from the standpoint of publicity. The Committee of Experts of I931 had emphasised the
importance of the part played by Parliament and public opinion when credits are being
voted. It is at this moment that Parliament and public opinion are most interested in the
financial effort made for national defence purposes. The Committee of Experts had
considered that, in the event of limitation, the competent organs (Government or
Parliament) would be led to take the necessary steps to explain publicly how the credits
to be asked for or voted would fall within the limits laid down by the Convention.

As legal proof of limitation. - For the reasons stated in the first part of the present
report, 1 it is not possible to base limitation on Parliamentary votes; this publicity of
estimated expenditure could not serve as juridical proof of the fulfilment of the obligations
in regard to the limitation of expenditure, since the Committee proposes that this should
be based on the payments effected.

Nevertheless, this publicity is of very great importance from the point of view of the
Convention, and for this reason the National Defence Expenditure Commission decided,
after a preliminary discussion, to entrust the study of the question to the Technical
Committee.

Various proposals concerning this publicity have also been referred to the Technical
Committee

(a) The French delegation's proposal for the reference of budgets to the
Permanent Disarmament Commission (Minutes of the Expenditure Commission,
page 28).

(b) The German delegation's proposal concerning services not paid for in cash
(Minutes, page 37); this proposal is connected with the publicity of expenditure
in that it draws attention to the desirability of the Permanent Commission's being
informed, not only of the estimated expenditure appearing in the budget, but also
of the services and contributions which the State requires from its nationals.

1 Chapter IV, page 24.
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(c) The remarks of the Soviet delegation to the following effect:

"It was in favour of adopting the system recommended by Sub-Commission B
and by the 1927 report of the Committee of Experts on Budgetary Questions
(document C.P.D.9o)-namely, (I) communication to a supervisory body
of the expenditure in question as early as possible after the budget is voted;
(2) publication within the same time of information regarding expenditure
effected during the budget year, such publication to take place at regular
intervals to be determined when the question has been sufficiently studied."

2. Could Estimates A few preliminary observations are necessary:
be used for

Publicity apart (a) Generally, State expenditure and revenue form the subject

from furnishing of annual estimates and autthorisations by the public authorities.
Juridical Proof of The necessity for balancing public revenue and expenditure is
the Observance of equally urgent for all States. Even when certain expenditure is

the Limitation not subject to express Parliamentary approval, estimates have to
of Expenditure ? be drawn up which only differ from authorisations as regards their

legal nature. Thus, there exist in the United States of America
permanent credits, which are nevertheless contained in annual

"appropriations". In the United Kingdom, the Consolidated Fund-which, by the
way, does not include any national defence expenditure-is also the subject of annual
estimates. It is when estimates are being drawn up and authorisations to incur commit-
ments decided on that sums to be voted for public services give rise to discussion in the
Parliaments. It is, moreover, at such a moment that public opinion passes judgment
on the advisability of expenditure and on its allocation. Whatever be the legal significance
of the voting of funds, their amount determines in the last resoit the sum total of the
payments that will be effected. If a Convention of limitation or publicity of armaments
expenditure is concluded, it is certain that, when such estimates are authorised, it will be
particularly desirable to ascertain the manner in which such estimates will fit in with the
requirements of the Convention. For this reason, the Technical Committee considers
that the Convention should contain certain technical provisions, the machinery of which
will be communicated later, that would make it easier, at the moment when credits are
being voted, to fulfil the contractual obligations imposed on all States by the Convention.

(b) Credits are in general voted for one year. There are, however, in certain countries,
credits the unused surplus of which may be carried forward to succeeding years for the
execution of building programmes or works which cannot be completed within the year
for which the credit was voted.

At first sight, the existence of " carry-forward " credits may give rise to certain
doubts as to the possibility of organising the publicity of annual credits. But it should
be pointed out that the vote of these credits cannot, even during a period of stability,
furnish an exact estimate of expenditure. The vote of these credits actually relates to the
execution of programmes the date of completion of which can only be fixed approximately.
The estimated expenditure in respect of the execution of these programmes is by the very
nature of things subject to modification, and it is only later, as the work advances, that
the exact amount of the expenditure can be finally fixed.

In this connection, the Committee considered whether it would not be possible to ask
the States concerned what portion of these " carry-forward " credits they might intend to
employ during the budgetary year. If each State were to announce the portion of these
credits authorised for several years which it proposed to expend during the year, equally
accurate, rapid and complete information would be obtained for all States; this would do
away with certain anxieties caused by the length of time necessary for the legal proof of
observance of limitation. The estimated sums to be disbursed during the year should
indeed fit in with the contractual limits and render this limitation more effective.
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The Committee thinks that, if this were done, the contracting States would be
obliged, at the moment of the voting of the budgets with its attendant publicity, to take
precautions to prevent the limits laid down for their military expenditure under the
Convention being, even unintentionally, exceeded. These precautions would be parti-
cularly necessary as regards credits covering several years; for, if the amount of the pay-
ments to be effected during the year out of these credits was not carefully foreseen, it
might happen that actual expenditure would exceed the limits of expenditure permitted
by the Convention. Thus, as it is necessary to prevent the annual limits fixed by the
Convention from being exceeded owing to an insufficient estimate of the annual instal-
ments of such credits, it seems well that the Committee should recommend that each
State concerned should mention the amount of payments which it intends to make out of
"carry-forward " credits during the current year or " exercice ".

The Committee recognised that, in re-establishing the rule of budgetary " annalit "
in the international sphere, the existence of " carry-forward " credits would not form an
obstacle to the publicity of annual estimates of expenditure.

(c) The moment at which estimates are drawn up varies in the different countries. This
difference results from several causes. On the one hand, the dates of the beginning and end
of the budgetary years not being the same, the work of framing the budget cannot be
completed at the same date. Out of thirty-three States whose documentation the
Committee examined, there were eleven States in which the budgetary year begins on
January ist and ends on December 3Ist, fifteen whose budgetary year begins on April Ist
and ends on March 3Ist, and seven whose budgetary year begins on July ist and ends on
June 30th.1 On the other hand, whilst in some States the budget must be voted before
the beginning of the budgetary year, in others the budget is only finally drawn up several
months after the beginning of that year. Lastly, when the work of preparing the estimates
is not concluded by the date fixed by law, different States employ different methods to
provide for the carrying on of the public services (see Chapter V, page 34). The above
methods may sometimes involve a delay in the framing of the budgets of from three to
six months after the beginning of the budgetary year. As regards differences between
the dates of the commencement of the budgetary year, the Committee considered that
their importance from the point of view of the requirements of publicity should not be
exaggerated.2 The variation in the dates for the beginning of the budgetary year in the
different countries cannot endanger the sound working of the system of publicity; for,
whatever the date may be, an exact idea can always be obtained, at the moment of the
voting or fixing of the budget, of the financial effort put forward by the States for the
purposes of national defence.

Moreover, considering that a delay of some six months in the despatch of information
as a result of delay in passing the estimates of expenditure would cause great inconvenience,

1 January Ist-December 31 t April Ist-March 3Ist July Ist-June 3oth

Austria Albania Australia
Belgium United Kingdom Hungary
Czechoslovakia Bulgaria Italy
Finland Denmark Norway
France Estonia Portugal
Lithuania Germany Sweden
Netherlands Greece United States of America
Roumania India
Spain Irish Free State
Switzerland Japan
U.S.S.R. Latvia

New Zealand
Poland
South Africa
Yugoslavia

2 Major-General BARBERIS and M. WORBS, though recognising that this defect
is not of great importance, desire that it should be pointed out to the Commission on
Expenditure. .
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the Committee also considered whether it would not be possible to contemplate basing
publicity on the draft budgets. It foresaw three possibilities:

(I) If the budget is passed before the beginning of the financial year, it should
be used as a basis for publicity.

If the budget is not passed by the beginning of the financial year, there are
two possible alternatives:

(2) The previous budget is extended in accordance with the national legislation.
This former budget would be used as a basis for publicity.

(3) "Douziemes provisoires " are passed or other provisional methods are
applied (such as the system in the United Kingdom of passing certain votes by
which the requirements of other votes are covered provisionally), but the draft
budget is nevertheless drawn up at the beginning of the financial year.

The Committee recommends that, in that case, publicity should be based on the draft
budget, as in all countries where there might be a delay in passing the budget, the draft
budget is as a rule drawn up before or shortly after the beginning of the financial year.
The States should, however, have the right to correct information thus published on the
basis of draft budgets as soon as the budget has been passed or fixed by the competent
authorities.

(d) Estimates of expenditure are in general sufficiently detailed for publicity purposes.
Despite the divergencies that occur in this respect in the various countries, the estimates
of expenditure may, in general, after the adaptations necessitated by the requirements of
the future Convention, be taken as an adequate basis for publicity. Such adaptations will
be found to be the more necessary in proportion as budgets are less detailed. Mention
may be made in this connection of the case of the U.S.S.R., where the published budget
only contains one aggregate figure for all national defence expenditure. The Committee
wondered whether the Powers which, for internal reasons, give wide publicity to their
official information might not be tempted, as far as the international domain is concerned,
to resort to the lower level of publicity employed by other States which in this respect
show themselves to be much less liberal. Accordingly, the Committee has considered it
essential to point out to the Conference how necessary it is for certain States to make an
effort to supply information as detailed as that of the other countries.

The Committee expresses the hope that the Permanent Disarmament Commission
will be able, by virtue of the provisions of the Convention, and by appealing to the good
faith of the contracting parties, to obtain from all States the widest publicity in regard
to military expenditure.

(e) The credits granted by the public authorities in the original budget do not cover
all expenditure, supplementary credits being passed in the course of the year or credits being
cancelled on account of unforeseen expenditure or economies.

The Committee considered, in the light of the information supplied by the States,
whether there were any great divergencies between the estimates of expenditure embodied
in the original national defence budgets 1 and the expenditure actually incurred. Such
divergencies may occur in two ways, either by a change in the purpose for which sums are
spent as a result of virements, or else by the granting of supplementary credits or by the
cancellation of credits owing to circumstances which could not be foreseen at the time
when the budget was prepared. As a rule, such differences amount to less than
io per cent of the total amount of the budgets concerned, though they are larger in so
far as they affect the divisions and subdivisions of the budget. The appended table

1 See Annex IO. Both as regards original estimates and as regards actual expenditure, the table shows
only the budgets voted, excluding all expenditure entered in special accounts.

The sole idea of drawing up this table is to show the real importance of publicity of estimates of expenditure
in the event of a Convention for publicity and limitation The differences between estimates and actual
expenditure would necessitate explanations which would differ according to the financial systems. The
Committee therefore warns the reader against the difficulties inherent in an interpretation of this table.
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shows that, in the twenty-six countries of which the estimates of expenditure and the
actual expenditure of National Defence Ministries for the budgetary years 1929 to I93I
were examined by the Committee, the differences between the original estimates and
actual expenditure may be classified as follows:

Estimates exceeded by I5 to 20 per cent in 2 cases
,, t ,, IO ,, 15 ,, ,, . 4 

... ,,., 5 ,, IO .... , I 12 ,

... ,, . ,, , 2)5 ,,,. ,, 6 ,,
.. . .up to 2 ,, ,,,,4 ,,

Total......... 38

Expenditure under-estimated by 15 to 20 per cent in I case
,, ,,0 ,,I ,, ,, ,, 2 cases

.. .. .... .,5 ,,Io .,,, .,..7 ,,

.. .... ,, ,, 5 ., IO ,,))
, ,, up to 2 ,, ,,,,4 ,

Total ........... 34

It may thus be concluded, that in almost every case the excess as compared with
initial estimates is not more than Io per cent. This circumstance is of particular signifi-
cance when it is remembered that at present the granting of supplementary credits in the
course of the budgetary year is not legally limited. If a limit of expenditure is fixed
by the Convention, these differences may be expected to decrease, and consequently the
value of publicity in regard to estimates of expenditure will also considerably increase.
The mere fact of the limitation of expenditure will moreover oblige the States to draw
up their estimates with greater accuracy.

3. Utility The dates for communicating the returns based on final
of the Publicity accounts have been indicated above (see Chapter XV), and it has

of Estimates been seen that, in the nature of things, those dates would not meet
of Expenditure the need for timely information, whatever effort might be made
in view of the to reduce the delay inevitable in the communication of information

Length of Time based on the final accounts. This is an essential reason which
required for the justifies the publicity of estimates of expenditure, since this can

Publicity of take place with comparative rapidity.
Payments effected. The contracting parties might communicate to the Permanent

Disarmament Commission, within two or three months of the
entry into force of the Convention, information based on the budgets or draft budgets for
the current year. Such information would of course be subject to a certain delay in cases
where parent States communicate the expenditure of their oversea territories. The
Committee considers that, if the information were to be supplied shortly after the entry
into force of the Convention, it would be possible to follow the application of the Conven-
tion immediately. The rapid production of this information would greatly strengthen
the contracting parties' feeling of security.

Such are the reasons which have led the Committee to conclude that publicity based
on estimates of expenditure would be of great utility to the execution of the Convention.

4. Methods The Committee considered two possible solutions:
of Publicity for (a) The presentation of expenditure in the form of a

Estimates Model Statement;
of Expenditure.

(b) Publicity of aggregate figures of estimates of national
defence expenditure in the form shown in the budgets.

(a) Since the publicity of estimates of expenditure is not to furnish legal evidence
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as to the execution of obligations as regards limitation, it does not at first sight seem
necessary that such publicity should take the same form as the Model Statement.

On studying the problem more closely, however, the Committee found itself obliged
to take into account a number of arguments and considerations showing that the form
and detailed structure of publicity for estimates should be the same as those adopted for
the publicity of expenditure effected and should be equally specific. Account must be
taken of the fact that the budgets and internal accounts do not show separately national
defence expenditure within the meaning of the Convention, this expenditure being bulked
in the budget and internal accounts with other expenditure not subject to limitation and
publicity. As the Model Statement providing evidence of limitation will only contain
the expenditure detailed in the conventional list, it is very important that the estimates
of national defence expenditure within the meaning of the Convention should be presented
in the same form as the expenditure effected, if it is desired to judge how the estimates
compare with the limits fixed. Publicity thus conceived will then technically constitute
a first step in the execution of the Convention.

Accordingly, the Committee is of opinion that the publicity of estimates of expendi-
ture is a factor of great importance from the point of view of the observance of iothe stipu-
lations of the Convention, although it cannot be substituted for the publicity of payments
extracted from the closed accounts, which alone can provide juridical proof that the obli-
gations as regards limitation have been respected. While realising that the submission
of estimates of expenditure within the framework of the Model Statement will call for
a certain effort on the part of States, the Committee considers that the establishment
of such a Model Statement would be of a great moral, and it might also be said symbolic,
value. Such a Model Statement would clearly show public authorities and public opinion
the scope of the restrictions imposed on States by the Convention. It would show the
necessity, during the execution of the budget, of keeping close watch by means of internal
supervision for any overstepping of the contractual limits within which the estimates
had previously been kept. The international obligations which each State would assume
on signing a Convention for limitation of expenditure would thus take concrete and
tangible form.

It would seem, moreover, that every country would be obliged to draw up a Model
Statement for use at home in order to be able to bring the execution of its budget into
line with the provisions of the o o Convention regarding publicity.

For all the Creaisons outls siiine above, the Committee feels justifed in asking States to
undertake the very considerable labour represented by the preparation of this Model
Statement, and it considers that this solution would be particularly desirable for the
first two years of the enforcement of the Convention, pending receipt of the first Model
Statement based on the closed accounts. These statements of estimates of expenditure
should be accompanied by the reconciliation tables referred to in Chapter XVIII. As regards
subsequent years, it would perhaps be sufficient for States to send in their budgets to
the Permanent Commission accompanied by a very brief note communicating the total
estimated expenditure on national defence within the meaning of the Convention to be
effected through the military budgets, the total similar expenditure to be effected from
the civil budgets, special accounts or other funds, and the grand total of estimated national
defence expenditure for the year. Such a solution would mean less onerous commitments
for the contracting parties, as it would not require the competent departments to carry
out the additional work of preparing the Model Statement.

If the Convention simply established a comprehensive limitation of all national
defence expenditure, the communication of the aggregate credits might be regarded as
sufficient, but the technical value of the publicity of credits would be reduced.

In the Committee's opinion, the Model Statement based on credits should be sent
to the Supervisory Commission within a period not exceeding two months after the
promulgation of these budgets.



-1 95 --

5. Publicity In all the States whose documentation was examined by the
of Other Documents Committee, the establishment of estimates of expenditure (budgets)

concerning is preceded by a great deal of preparatory work carried out either
Estimates of by the Executive (draft budget) or by the Parliament (discussion
Expenditure. in commission or in plenary meeting). Chapter V of the report

describes the various stages of this work.
The Committee considers that the publicity of some of the documents drawn up

during this phase might provide the Permanent Disarmament Commission with valuable
technical information. The draft budgets as a rule contain more details than the budgets
as voted and, further, the records of the discussions in plenary meetings might give
information as to the significance of any changes made by the Parliaments in the draft
budgets.

The value of these documents will not be complete unless they are sufficiently detailed
and properly adapted to the requirements of publicity. The Committee therefore considers
that certain States should undertake to supply more explicit documents than those
hitherto submitted, while States whose documents appeared to be sufficiently complete
and adapted to the requirements of the Convention should undertake that they retain
the same practical value.

The Committee thinks, however, that Governments should not be asked to supply
a multitude of documents, and in particular the Minutes or official records of parliamentary
discussions. These documents often involve problems relating to the internal policy of
the States which it would be inadvisable to raise in the Permanent Commission. Such
encroachments must be avoided at all costs.

Lastly, the Committee considered the desirability of communicating any finance
laws amending the original estimates of expenditure or authorising further expenditure
in the course of the financial " exercice ". This question is examined in fuller detail in
part D of the present chapter.

C. SPECIAL PUBLICITY WITH REGARD TO ANNUAL DISBURSEMENTS.

In view of the length of the period which is bound to elapse before the final accounts
can be produced, the Committee of Budgetary Experts, in Chapter 6 of its report,
considered the possibility of inviting the Governments to prepare-solely with a view
to the application of the Convention-separate accounts showing payments actually
made during the twelve months of the financial year. These accounts would enable
the States to make known by a fairly early date the full amount of the payments actually
made for national defence purposes in the course of the financial year. The Committee
of Budgetary Experts recommended that States should be asked to take such steps as
might be necessary to have these separate accounts authenticated by the competent
authorities. This proposal was revived by the French delegation.

The Technical Committee was unable to proceed to a thorough examination of this
proposal, since very few States were in a position to supply information as to the
possibility of introducing such a system of special accounts. Nevertheless, the Committee
did not overlook the interest and importance of this problem, which it duly studied.

In all countries, the agents of the Treasury (disbursing officers) keep annual accounts
of the sums which they actually pay out. In countries where there is no additional

entered in the final annual accounts. In countries with additional periods, on the other
hand, the payments made in the course of a given period of twelve months include,
not merely those arising out of the execution of the current budget, but also those
effected during the additional period of the preceding year. The payments made in
the course of twelve months therefore do not correspond to the payments of the financial
" exercice " in the final accounts. By taking a sufficiently long period, however, there
can be no doubt that the sum of the payments entered in the twelve-monthly accounts
(payments made during the twelve-months period in respect of the current budgetary year
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and the additional period of the previous year) should to all intents and purposes equal
the sum of the payments entered in the final accounts for the financial "exercice" corres-

ponding to the same period. Hence, the production of twelve-monthly payment accounts
would supply the Permanent Disarmament Commission with very valuable periodical
information on the total amount paid out by each State each year and would enable it,
even before legal proof of compliance with limitation was forthcoming, to form an opinion
of the extent to which the total annual disbursements were conforming to the limits fixed.

It is, however, self-evident that these accounts of annual disbursements drawn up im-
mediately after the end of the twelve-month period could not show the same detail as the

final accounts. In most cases, they could only show the aggregate figure of national defence
payments within the meaning of the Convention. The advantage of having such accounts
compiled would consist in the promptness with which they could be made public. The
production of such figures could not, however, be used as juridical proof of compliance
with the limitation of expenditure, as they would not possess a sufficient degree of
authenticity such as is conferred, in the case of the final accounts, by an audit by the
supreme audit authorities. Should it be found that the introduction of twelve-monthly
accounts was feasible in all countries, the States would have to state the aggregate amount

of payments made in respect of national defence during the twelve months of the year,
and at the same time produce a short reconciliation table showing how the full amount was
distributed between:

(i) The budgetary accounts of the defence ministries;

(2) The budgetary accounts of the various civil departments;

(3) The expenditure effected out of extra-budgetary resources.

The Committee is of opinion that these twelve-monthly returns of payments made
could not be submitted in the form of a Model Statement. They could reach the Perma-
nent Disarmament Commission within two months after the end of the financial year.

In the case of countries with supplementary periods, the Committee also considered
the possibility of the speedy production of accounts of payments made during the financial
" exercice ". The drawing up of such accounts presupposes that the accounts of payment
made are closed at the end of the supplementary period and thus permit of the deduction

of payments made during the previous supplementary period. These conditions are not
fulfilled in all States. It would also be impossible for such accounts to be submitted in
the form of Model Statements. This solution would have the advantage of showing the
payments relating to the financial " exercice " which would be entered in the Model
Statement. In view of the length of the additional periods and of the recommendations
regarding their curtailment, and in view of the time required for preparing annual accounts
of disbursements, the Committee considers that the latter could be produced within a
period of seventeen months after the beginning of the financial year.

The enquiries conducted by the Committee on this point are bound to be merely
provisional in character and the problem will have to be subsequently reconsidered in
the light of more definite information which the Governments would be requested to
supply and which would enable it to be ascertained in all cases whether such accounts
could be drawn up in practice.

D. PUBLICITY OF FINANCIAL DOCUMENTS.

1. General As has been seen on several occasions in the present report,
Remarks. in order to ascertain to what extent States are carrying out the

provisions of the Convention, it is not only necessary to verify
the manner in which the figures of national defence expenditure taken from the closed

accounts have been transferred to the Model Statement. To determine the real character
of the expenditure, it is also essential to be informed of the laws and regulations by which

such expenditure is governed. This necessity was realised more and more clearly by the

Committee as its work proceeded and as the documents submitted by the various delega-
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tions were examined. The Committee constantly felt the need for enlightenment, by a
knowledge of the legislative and administrative provisions, as to the real characterof the
expenditure in order correctly to interpret the figures furnished by States. It was thus
in a position to realise the importance which the Permanent Disarmament Commission

would attach to the communication by States which signed the Convention of certain
laws, regulations and public documents relating to national defence.

To determine the character of the documents which the Permanent Commission
should have at its disposal for consultation, there are two essential considerations:

(a) It will be sufficient if the information produced is restricted merely to

national defence expenditure enumerated in the conventional list (see Appendix I
to Chapter II of the present report).

(b) In each State there are special conditions resulting from its economic,
political and administrative structure and from its traditions. The study of legislative
and administrative provisions is the only manner in which an opinion can be formed

as to these special conditions, a knowledge of which is indispensable in order to
exercise well-informed supervision.

In this connection, the procedure followed by the Committee in examining the

documentary material of the States has enabled it to collect valuable information.
In order to understand the meaning and the justifiability of the expenditure figures

entered in the Model Statement, the Permanent Disarmament Commission will, like the

Technical Committee, be obliged to ask States for explanations. In order to grasp the
scope of these explanations, the Permanent Commission should be able to consult a

certain number of laws and regulations which must be sent to it either periodically or on

special request.

2. Purposes for It is not possible at present to draw up a complete and detailed
which the Various list of the laws and regulations which States should be requested
Particulars to be to furnish. The general principles which must guide the investi-
supplied by States gations of the Permanent Commission have, however, been laid

are required. down in various parts of the report. For practical purposes, it
would appear to be of special value for the Permanent Commission

to have particulars relating to:

(a) National defence expenditure entered in the budgets and accounts of the State,

provinces and communes; the powers and role of the various constitutional authorities in

preparing and voting the budgets; the dates of the various stages in the adoption of the budgets,

the degree of detail with which expenditure is set out in budgets and accounts and the extent

to which these are published.
The Permanent Commission will thus possess the general information necessary

to understand the special situation of each State and will likewise be in a position to devote

its particular attention to certain special problems relating to its supervisory work.

(b) Credits opened apart from the budget, either by special laws or by administrative
action.

(c) Subsidies to and participations in private firms manufacturing war material in

time of peace.
States should be specially asked to explain the powers of the Government as regards

the granting of subsidies to private firms manufacturing war material in time of peace
and also to state what private armament firms are subsidised by the State and what

is the amount of the financial participation of the State in such firms. The above remarks

in regard to private firms also apply to State establishments.

(d) Autonomous establishments.l It would be useful for the Permanent Commission

1 The problems connected with autonomous establishments have been dealt with in Chapters VII and VIII
of the present report. See pages 69-71 and 81.
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to have the annual accounts of these establishments and definite information of the sums
paid by the State in return for materials delivered or for capital investment.

(e) Exemptions and special advantages which are granted to military departments
and which may reduce certain national defence expenditure without at the same time involving
a reduction of armaments.

As, for economic reasons, the Convention cannot compel States to adopt uniform
rules in regard to the exemptions and special advantages granted to national defence
services, the Committee thinks it would be advisable for the Permanent Disarmament
Commission to have information as to the existing laws and regulations establishing those
exemptions.

(f) Services rendered free of charge to national defence and resulting in a diminution
of the financial burdens of the State.

This problem has been dealt with in Chapters IV and XVII of the present report.
It may merely be pointed out here that the Committee has recommended attaching to
the Model Statement particulars regarding unpaid services in cases where their volume
has to be estimated or where, though an estimate is impossible, information is never-
theless required as to their nature and volume.

3. Conclusion. The practical object of the communication of certain laws,
regulations and public documents relating to national defence is

to place the Permanent Commission in possession of such information that, by consulting
it, it may ascertain under what conditions and in what manner the States will sign the
Convention and to form an opinion, while the Convention is in force, as to how the
contracting parties are carrying out their obligations.

The extent of this publicity should be limited by the necessity to avoid imposing upon
States and the Permanent Commission work which does not strictly correspond to the
requirements of the Convention.

E. STANDARDISATION OF NATIONAL DEFENCE BUDGETS AND ACCOUNTS.

At the sixteenth meeting of the National Defence Expenditure Commission, on May
6th, I932, 1 the German delegation submitted the following proposal:

"Considering that the value of the budgetary documentation to be submitted
increases in proportion to the correctness and clearness of the data furnished, the
German delegation makes the following proposal:

" (I) The reconciliation tables are to be submitted in a uniform model in
accordance with the principle that the Model Statements must be drawn up on a
uniform basis. 2

" (2) In conformity with the same principle, the German delegation would be
glad if the military budgets and the corresponding closed accounts of the various
countries were also drawn up on a uniform model.

" In any case, the German delegation strongly supports the original proposal
made by the Soviet delegation contained in paragraphs I78 and I79 of the report
by the Committee of Experts on Budgetary Questions set up by the Preparatory
Commission,3 according to which 'all expenditure for the maintenance of armed
forces of any country shall be brought together in a single chapter of the State
budget '."

1 See Minutes of the National Defence Expenditure Commission, page i8.
2 This question has been dealt with in Chapter XVIII of the present report.
8 As a matter of fact, this quotation refers to the report of the Preparatory Commission for the

Disarmament Conference (document C.69o.M.289.I93o. IX, page 21).
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The Technical Committee realises that, if the German delegation's proposal could
be carried out, this would be of great importance from the standpoint of the strict and

uniform execution of the undertakings entered into by all the contracting parties.

But, on the other hand, it has to consider the diversity of the accountancy systems

now in force and the difficulty of introducing into those systems the important changes
which would be necessitated by the standardisation of national defence budgets and

accounts. The present form of the accounts, with all their diversity, corresponds to
necessities or administrative tradition.

For example, in many cases, for reasons of economy and in order to avoid over-

complicated administrative machinery, certain national defence expenditure is borne by

civil budgets, or civil expenditure is included in the budgets of national defence
departments. It would be difficult, then, to ask States to renounce in a moment methods

already sanctioned by experience. Moreover, the Committee does not regard the diversity
of the systems of accountancy now in force as constituting in itself an insurmountable
obstacle to the proper application of a system of limitation or publicity of expenditure,

since the Model Statement makes it possible to eliminate such formal differences.

The present report has none the less brought out repeatedly the advantage that might

be derived from the standardisation of national defence budgets and closed accounts on

lines in conformity with the requirements of the future Convention. If those budgets
and accounts were presented under heads corresponding to the divisions of the Model
Statement and the tables annexed thereto, this would avoid the necessity of splitting up

sums and making computations in order to determine the expenditure to be entered under

the various appropriate heads and sub-heads. The establishment of the Model Statement

and annexed tables and that of the reconciliation table, the examination of that table by

the Permanent Commission and, in general, the exercise of supervision by the Commission,

would be greatly facilitated.

Further, it is permissible to hope that, by reason of the difficulties that States will
encounter in filling in their Model Statement correctly, they will be led to amend the

method of presenting their accounts and budgets in order to adapt them better to the

requirements of the Convention.

F. CONCLUSIONS.

While the Committee considers that only audited accounts of payments can form the

legal basis of the Convention, and that only the Model Statement of payments effected

extracted from the closed accounts can serve as evidence that contractual obligations

have been carried out, it thinks it should recommend Governments to adopt in addition

a system of publicity. This publicity would involve publicity of the estimates of

expenditure within the framework of the Model Statement and special publicity of annual

disbursements. Provision should also be made for the communication by the various
States to the Permanent Disarmament Commission of the draft budgets, the budgets voted,

the final accounts and certain laws and regulations concerning the financial administrations

of the national defence departments.
In the view of the Committee, this supplementary publicity could be carried out

fairly rapidly and would, to some extent, permit of preventive supervision over the

obligations of the contracting parties. It would largely obviate the disadvantage of

the long period which is necessarily involved in the publicity of audited figures of payments

extracted from the closed accounts. The Permanent Commission, which would receive

in turn the Model Statement of expenditure estimates a few months after the beginning of

the financial year, the account of annual disbursements shortly after the end of that year

and, lastly, the Model Statement of payments effected, might, by using the other documents
the communication of which is also provided for, be progressively informed as to the

real destination of national defence expenditure, and as to the fulfilment by the various

States of their treaty obligations. The feeling of security of the contracting States would

thus be strengthened.
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The Committee is, moreover, of opinion that the very fact of executing the Convention
will gradually lead the States to change the manner in which they present their budgets
and accounts of national defence expenditure, in so far as this is necessary to bring it into
harmony with the requirements of the Convention. These changes would strengthen the
efficacy of the supervision exercised through the combined mechanism of publicity and
limitation which the Committee has prepared, and would greatly simplify its working.'

1 See the reservation made on page 131 by Major-General BARBERIS alid M. WORBS,
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Chapter XX.

TECHNICAL OBSERVATIONS REGARDING THE SUPERVI-
SION BY THE PERMANENT DISARMAMENT COMMIS-
SION OF THE APPLICATION OF PROVISIONS RELATING
TO THE LIMITATION AND PUBLICITY OF EXPENDITURE.

Basis of The Bureau of the Conference, in its report on the question of
Supervision over supervision, dated November I7th, 1932 (document Conf. D.I48),

the Limitation and requested the various technical committees to consider whether,
Publicity of in certain special matters, other machinery than that proposed by

Expenditure. the Bureau for the exercise of supervision would be better adapted to
the special technical features of such cases. While noting that a

sub-committee of the Bureau, in a subsequent document (document Conf.D./Bureau 39),
amended the wording of the original report on supervision, the Technical Committee
has complied with this request and has made some recommendations in regard to the
supervision of the application of the provisions of the Convention in respect of the limita-
tion and publicity of expenditure.'

This supervision will involve examination of the accuracy of the figures-that is to
say, the verification of the figures for payments entered in the Model Statement.

It must be exercised, not only on the basis of the accounts and particulars supplied
by the States, but also in the light of a continuous study of the expenditure devoted by
each State to its national defence; this study will be carried out with the help of the
documents which will be at the disposal of the Permanent Commission.

Other Tasks In addition to these activities, the Permanent Commission
of the Permanent will, in accordance with the recommendations contained in the

Commission in this present report, be entrusted with the following tasks in the sphere
Sphere. of the publicity and limitation of expenditure:

(I) The Commission will have to examine and take decisions
on the requests made by States for the readjustment of the limits in cases of fluctua-
tions in purchasing power (see Chapter XII).

(2) It will have to express its opinion as to the existence of the conditions
required for the deduction of exceptional and unforeseeable expenditure (see
Chapter XV).

A. VERIFICATION OF THE PAYMENT FIGURES ENTERED IN THE
MODEL STATEMENT.

1. Object of the In Chapters VII to X, the Committee has explained the object
Verification. of the verification which it will be the duty of the Permanent

Commission to undertake. The latter will be called upon to
verify the following three categories of figures:

(a) The total national defence expenditure (Chapters VII and VIII).
(b) The total expenditure of each of the three forces and expenditure for land

material and naval material (Chapters IX and X).

1 The above-mentioned documents of the Bureau have not yet been approved by the Conference. It is
therefore understood that the observations in the present chapter, made with reference to the conditions
described in those documents must necessarily be of a provisional nature and, should the Conference not
approve the Bureau's proposals, its decisions will have to be borne in mind as regards the supervision of budgetary
limitation and publicity.
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(c) The figures entered in the various sub-heads of the Model Statement and
in the publicity items annexed to the Model Statement properly so called (Chapters
XVI and XVII).

It is most important to verify the total figure of expenditure under (a), since its
correctness depends on the correctness of the figures under (b) and (c). The figures
under (b) must also be checked, since their correctness depends on that of the figures
inserted in the various sub-heads of the Model Statement. The figures inserted in the
items annexed to the Statement properly so called will form the subject of a special
verification.

2. Documentation Together with the Model Statement, each State will be required
at the Permanent to submit reconciliation tables. In Chapter XVIII, the Committee

Commission's proposed definite rules for the drawing-up of those tables which, in
Disposal. the Committee's opinion, constitute one of the essential means of

exercising supervision.
In order to check these figures, the Permanent Commission will also have at its

disposal-as explained in Chapters VIII and XIX--a certain number of documents:

(a) The general accounts of the State;

(b) The accounts of the federated States (such as the cantons in Switzerland,
the separate States in the United States of America, the Lander in Germany, etc.).

(c) Statements of payments showing the national defence expenditure effected
by local authorities, such as communes, districts and provinces;

(d) Certain laws and certain regulations (see Chapter XIX).

The Commission should also be entitled to request the States to communicate, if
necessary:

The accounts of a local authority (commune, district, province or department),
should the accounts of that authority include national defence expenditure.

3. Further It is possible, however, that the Permanent Commission may
Particulars. be obliged to ask Governments to supply further particulars.

In the above-mentioned text (document Conf.D./Bureau 39),
it is stated in Article 7 that the Permanent Commission " may request the High Contracting
Parties to supply, in writing or verbally, any supplementary particulars or explanations
in regard to the said information which it may consider necessary. "

This provision would appear to be quite adequate from the point of view of the
budgetary method.

The Committee is satisfied that the foregoing text merely refers to the Permanent
Commission's right to ask Governments to furnish these further particulars and does
not imply that the Permanent Commission shall be entitled to require them to furnish
these particulars.

In connection with the execution of the supervision of expenditure, the Committee
considered the question how to interpret in the budgetary sphere the provisions of
Article 7, which confers on the Permanent Commission the right to ask for any further
particulars or explanations.

In order to render the execution of supervision as elastic and as little irksome as
possible, the Technical Committee considered it expedient to define the Permanent
Commission's rights on this point. It accordingly submits the following suggestions to
the Conference.

In this respect, it should be pointed out in the first place that--in view of the great
reliance which the Committee thinks should be placed on figures inserted in the closed
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accounts (see Chapter VI)-the Committee does not consider it necessary or advisable
as a general rule to ask for further particulars or explanations in order to check the correct-
ness of the figures inserted in closed accounts which are audited and published by the
Courts of Audit or by other high supervisory organs.

This general rule must be supplemented. It has been stated above that the essential
object of the supervison must be to verify the correctness of the total figure. In view
of the capital interest of ascertaining this figure with accuracy, it would appear necessary
to provide that the Permanent Commission be entitled to ask the State concerned for
any further particulars and explanations in cases where it might have reason to think that
any particular national defence expenditure has been excluded from the Model Statement. For
instance, if the Commission has reason to believe that expenditure which should be
regarded as national defence expenditure is included in a figure entered in the accounts
of a civil department, it might ask for internal documents showing how that figure was
made up.

When examining in the documents the national defence expenditure entered in
civil budgets together with civil expenditure, the Committee also found that the expen-
diture in question is often administrative expenditure regarding which Governments
have no difficulty in furnishing the necessary explanations.

It would appear that the same rule should be applied in respect of the total expen-
diture on the three forces and expenditure on land and naval material, in cases where
these totals are subject to a Convention of limitation.

When it is necessary, however, to examine the accuracy of the figures entered in
the various subdivisions of the Model Statement for the sole purpose of publicity, the
Committee does not consider that the importance of these figures is sufficient to warrant
the Permanent Commission's asking for any further particulars or information to enable
them to be checked. The Technical Committee has no intention of proposing a special
stipulation restricting the rights conferred upon the Permanent Commission by the
Bureau's report. It merely wishes to state that publicity figures appear to it to be of
less importance than figures which are subject to limitation and that, on this account,
supervision can be less strict in the case of the items of the Model Statement drawn
up with a view to publicity.

It has been pointed out that the exercise of strict supervision for the limitation of
expenditure might require the presentation of documents usually regarded as secret.
In connection with this remark, the Committee wishes to observe that, for the purpose
of checking the accuracy of the total national defence expenditure, it will, in its opinion,
be sufficient to refer, by means of the reconciliation table, to the closed accounts and,
if necessary, to ask for certain additional particulars which are not of a secret nature.

Moreover, the Committee, while considering separately the application of the proce-
dure for a readjustment of the limits in the case of fluctuations in the purchasing power
of currencies and the deduction of unforeseeable and exceptional expenditure, examined
the question whether the strict supervision of the proofs and evidence supplied by Govern-
ments would not involve the production by them of certain data, such as contracts or
statistics, which are not usually published by those Governments.

Although this is a general problem relating to the exercise by the Permanent Disar-
mament Commission of supervision over all the contractual obligations resulting from
the Convention, which must be finally settled by the Conference itself, the Technical
Committee does not consider that it is exceeding its province in expressing the opinion
that, in the foregoing cases, the Permanent Disarmament Commission might, for practical
purposes, content itself with the explanations furnished by Governments without requiring
the latter to produce unpublished documents.l

1 NOTE. - Colonel KISSLING and Mr. LYON expressed the opinion that, while
as a general rule the production of unpublished documents would not be necessary, this
might have to be contemplated in exceptional cases.
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4. Local Articles Io to I4 of the above-mentioned document (Conf.D.
Investigations. Bureau 39) contain certain provisions regarding local investigations.

The Technical Committee wishes to point out that, in its

opinion, the supervision of the limitation of expenditure will certainly only rarely call

for local investigations. Indeed, it would appear probable that, in practically all cases,
supervision may be exercised on the basis of published documents and supplementary
particulars and documents furnished by the States.

The Technical Committee has observed that, according to the Bureau's report,
the Permanent Commission must in each case define the subject of the investigation.
The scope of this stipulation may appear to be clearer in the case of direct methods
than in the case of the limitation of expenditure. The accounting system of a State
is generally centralised for obvious reasons. The accounts form a whole. Under the
pretext of supervising a particular point, it would be possible, if no limit is placed on
the exercise of this supervision, to investigate all the accounts of the States, in which
case supervision would exceed the limits fixed in the Convention.

In order to render effective the guarantees which the Bureau's report appears to

have desired to give as regards the extent of local investigations, some further qualifica-
tion should be added in the case of the budgetary method. In this connection, the

Committee considers that the Commission of Enquiry must not itself have the power
to examine the accounts in order to discover the object of the investigation.

B. STUDY OF THE EXPENDITURE DEVOTED BY STATES

TO NATIONAL DEFENCE.

According to the general idea which the Committee has formed of the execution
of obligations in respect of the limitation and publicity of expenditure, the supervision
must not be confined merely to checking the figures entered in the Model Statement.

The Committee has provided for the preparation of supplementary Model Statements

based on estimates of expenditure; it attaches great importance to the voting of military
credits and, for this purpose, has recommended the publication and communication of

a number of documents containing information regarding the preparation, presentation,
voting and execution of the budget. In particular, it has referred to the necessity for
ascertaining to what extent appropriations voted are in accordance with treaty limitations.

The Committee has made these proposals in order to enable the Permanent Disar-
mament Commission to follow the development of the expenditure devoted by the States
to their national defence. In the Committee's opinion, the experience gained by such

observation will be the chief means of perfecting the system of supervision during the
period of application of the Convention.

C. ADMINISTRATIVE QUESTIONS.

The Committee has noted that the report adopted by the Bureau with regard to
supervision provides for the subdivision of the Permanent Commission into sub-committees
to which the preparation of the work will be entrusted. The Committee has also noted
that the Permanent Commission may obtain the co-operation of experts chosen by itself
and that the secretariat of the Permanent Commission would be entrusted to the Secretariat
of the League of Nations.

The above observations show that the task to be assumed by the Permanent
Commission with a view to supervising the execution of a Convention for the limitation

and publicity of expenditure will be a very important one. It will demand special
knowledge in matters of public accountancy and general and military administration.
The volume of work will be considerable and the supervision will be permanent.

For these reasons, the Committee considers it desirable that one of the sub-committees
to be appointed should deal specially with questions relating to the limitation and
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publicity of expenditure. It also seems necessary to provide that this sub-committee shall
have at its disposal experts with special knowledge of military budgets and public accoun-
tancy and practical general and military administrative experience. It would
hardly be sufficient to have recourse to the help of these experts merely in special cases;
their continuous co-operation should be ensured. Moreover, the secretariat of the
Permanent Commission should be provided with a certain number of officials possessing
expert qualifications.
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Part VIII.

Chapter XXI.

THE EXPENDITURE ON ARMAMENTS OF THE VARIOUS
COUNTRIES DOES NOT PROVIDE A CRITERION

FOR COMPARING THEIR ARMAMENTS.

1. Introduction. It will have been clear from the present report that the military
institutions in the various countries differ considerably, as do their

administrative and financial methods. The presentation of the military expenditure of
the States in a uniform Model Statement has the undoubted advantage of enabling all
the States to submit evidence in the same form regarding the carrying out of their
obligations, in spite of the differences in the arrangement of their accounts.
The Model Statement cannot, however, do away with the differences inherent in the nature
of things and in the differences of national institutions. This uniform framework conceals
facts which have no resemblance to one another and which therefore are not susceptible
of comparison.

2. There is no The impossibility of comparing the armaments of the different
Common Measure countries on the basis of their armament expenditure arises primarily

for the Comparison from the fact that there is no satisfactory common measure between
of Armaments these expenditures. Even in periods when the national currencies
Expenditure. are stable, the internal prices of the different countries may vary

as a result of circumstances, and no conversion of the successive
figures of expenditure into any currency selected as a standard will indicate the variations
in internal prices and in the cost of armaments themselves. When, as at the present time,
the currencies themselves are subject to fluctuations while internal prices remain relatively
stable, the expression in a selected currency at any given date of the figures of expenditure
of the various States produces absurd results if any attempt is made to compare on this
basis either the successive expenditures of one State or the separate expenditures of various
countries.

In the case, for example, of a country whose currency, after the abandonment of the
gold standard, depreciated by 30 per cent while internal prices remained more or less
stable, the conversion into dollars of expenditure in recent years on national defence would
lead to the conclusion that such a country had decreased its expenditure by 30 per cent,
whereas the figures of expenditure, expressed in the national currency, have remained
constant and allowed )f its armaments to be maintained at more or less the same level.

The results would, moreover, vary according to the currency chosen as a standard
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for such comparisons. The table in note 1 shows the absurd results which would be pro-
duced by such conversion; in this table, the expenditure of two countries, expressed in
national currency, are taken as having remained constant for the years dealt with.

The expenditure of the United Kingdom expressed in francs is shown as having
decreased by 26.5 per cent. If expressed in dollars, the decrease would amount
to 25 per cent.

The expenditure of France expressed in pounds sterling would have increased by
38.6 per cent.

As internal prices in the United Kingdom and France have only varied within narrow
limits, the same expenditure would have enabled these two States to secure for the two
years in question approximately the same amount of armaments.

It is therefore impossible to make any comparisons between the expenditures of
various countries, as no common measure exists.

3. The Level of The impossibility of comparing armaments by means of
Expenditure varies expenditure arises also from the fact that the various armies are

with the Type organised on widely differing bases.
of Army The cost of a professional army is, generally speaking, higher

Organisation. than that of a conscript army for the reason that, in order to attract
volunteers, sufficiently good conditions of life, and hence sufficiently

high pay must be offered.
In a conscript army, a reduction of the period of service beyond a certain limit might

lead to a relative increase of expenditure, owing to the fact that it would become necessary
to employ civilian labour for the performance of administrative duties and to engage
professional soldiers for the training and organisation of the army. The increased
expenditure arising from such measures might be higher than the economy secured even
by the decrease in the number of effectives.

4. Differences in Considerable differences also exist between the rates of pay
the Rates of Pay for of the personnel in the various countries and in the maintenance
Personnel and in the expenditure on the effectives (food, clothing, equipment, lodging,
Maintenance Costs heating, light and sanitary services); the standard of life of the

of Effectives. effectives in each country is dependent upon the general conditions
of the national life, customs and climate.

The Committee has carried out some comparative enquiries into the cost of pay, the
results of which are shown in an annexed table.2 The Committee found that, apart from
the impossibility of finding any common measure, it was very difficult, owing to the
differences in the regulations affecting personnel and the rules for the issue of pay and
allowances, to form any sound opinion as to the conditions governing the remuneration

With the same currency unit Average Average
rate of rate of Aea

In national currency exchange exchange exchage
into into into

Pounds Francs Dollars dollars pounds francs
sterling sterling

October 1930-
September i93i:

United Kingdom ,£ Ioo,ooo,ooo Ioo,ooo,ooo 12,380,000,000 483,000,000 4.83 - 123.8
France ..... Fr. 2,5,000ooo , 000oo o,oo,ooo 12,500,000,000 490,oo000,000 3.92 0.808 

October I931-
September I932:

United Kingdom £ 100,000,000 Ioo,ooo,ooo g,Ioo,ooo,ooo 360,000,000 3.59 9I.4
Fran. Fr. 2,500,000,oo000 140,000,000 12,500,000,000 490,000,000 3.92 1.o95 —

2 See Annex I2, Table I.
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of the various military personnels. It is, however, clear from the figures collected that
the rates of remuneration for personnel differ very considerably from country to
country.

5. Various The cost price of material is influenced primarily by the
Factors which may differences in the cost of labour, of raw materials and of overhead

affect the charges. The Committee has endeavoured to ascertain whether any
Cost Prices of comparison was possible between the prices of labour and of raw

Materials. material in the various countries. Some information on this subject
will be found annexed.1

The particulars regarding the cost of labour are taken from data recently obtained
by the International Labour Office from the statistical departments of various countries.
The Office, however, drew the Committee's attention to the fact that the figures produced

differ considerably in character from country to country and, in certain cases, from one
occupation to another in the same country. Sometimes they relate to actual earnings,

sometimes to so-called standard wage-rates, and sometimes to minimum wages. Everyone

is aware of the great difference between these three ideas and of the wide margin between,
for instance, the figures for minimum wages and actual earnings. Further, it should be
remarked that an apparently uniform heading may conceal differences in fact-e.g.,
standard or minimum wage-rates do not mean the same thing everywhere. The figures,
therefore, do not represent the actual facts except in varying degrees for different cases,
which makes any close comparison quite impossible.

Apart from this drawback, there are certain factors for which wage statistics cannot
make allowance, but which, nevertheless, play an important part in the final cost of labour.
This is true particularly of the various social charges: family allowances, paid holidays,
employers' contributions to social insurance and other forms of assistance. Lastly, it

should be observed that it is virtually impossible to get average wages for a specific country,
because wages vary from town to town, and these differences in one and the same
country may in some cases be as great as those between towns in different countries.

The Committee also endeavoured to ascertain for certain countries the zewholesale

prices of certain raz materials specially used in the manufacture or construction of war
material (pig-iron, steel, coal). These prices, together with those of certain articles or

commodities in current use by the armed forces, are shown in a table which is also appended
to the Annex.2 It must, however, be said that, though the table states in every

case the qualities selected, the way in which the prices are shown often varies
considerably (different products, different qualities, addition or omission of transport
costs, rebates, etc.), and that hence these prices do not permit of a strict comparison.

Similarly, the conclusions to be drawn from a comparative study of goods tranport
rates in different countries have no practical value, owing to the multiplicity of tariffs

and the diverse ways in which they are applied, even in the case of certain standard goods.
It is quite impossible to compare the tariff rates of the various countries, whether

for goods or for distance. Even the general tariff of each country does not give an exact
idea, owing to the different classifications employed. Even more serious difficulties
would perhaps be encountered if an endeavour were made to institute a comparison
between the passenger rates in the various countries.

Whether, therefore, we take the cost of labour, the cost of raw materials used in
manufacture, or the cost of transport, no comparison between these components of the

cost price is possible.

There are, however, other elements in determining a cost price which depends to a

large degree on the amount of capital that is invested in the factories or workshops and

on which interest has to be paid, on taxation, on the extent of the markets, on the

1 See Annex 12, Tables III to VII.
2 See Annex 12, Table II.
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conditions of production, and on the degree of productivity. The often substantial discre-
pancies between the prices of raw material and between the wages included in manufac-
turing costs are generally lessened by circumstances connected with the size of the orders
received and the organisation of production. When an industry with huge markets at
its command attains a high degree of perfection in labour organisation, it can, even while
paying very high wages, obtain, by reducing or carefully distributing overhead charges,
a lower cost of production than an industry that pays smaller wages but has a less-well-
organised output. This is why the differences between the production costs of manufactured
articles in the different countries are not always very marked.

The Committee found it impossible to obtain information regarding the cost prices
of different war materials, warships, guns, machine-guns, etc., of the different countries.

It was of opinion, however, that it is very difficult to compare these cost prices
with each other. To be comparable, cost prices must consist of exactly the same elements.
For example, the price of a ship varies according to type, displacement, calibre and
number of guns, number of ships of the same type under construction, the degree of
comfort enjoyed by the officers and crew, and the particular requirements of certain
countries-e.g., long-distance cruises. To determine the difference between the cost
price of a warship in different countries, therefore, these considerations would have to
be taken into account, quite apart from the differences in cost of labour and raw materials
and in overhead charges.

In view of these considerations, the Committee is of opinion that, although for
reasons similar to those set forth above very appreciable differences may sometimes
exist between cost prices of materials in different countries, the discrepancies between
these prices cannot be so high as the differences between the cost of payment of personnel.
In certain cases, the quality being the same and the conditions of production being
similar, discrepancies between the cost prices of materials cannot be very appreciable,
and the relationship between them at any given moment cannot vary widely from year
to year.

Furthermore, countries with a very powerful industrial organisation enabling them
to manufacture war material very speedily are not, like other countries less highly
developed industrially, forced to lay down stocks, the manufacture, upkeep, and renewal
of which are very expensive. The cost of maintaining and manufacturing material in
non-industrial countries, or in those of them whose industrial output is relatively small,
may be very high without its being possible to infer that their fighting strength is greater
than that of other countries.

6. Difficulty It is always a difficult matter, moreover, when an attempt
of finding Com- is made to compare the armament expenditure of the various
parable Factors. countries, to juxtapose really comparable factors. There would,

for instance, be no point in comparing the total expenditure of
a country which has colonies or dominions with that of a country which has only home
forces.

7. Differences Lastly, the final objection to the possibility of drawing a
between comparison from the statements of expenditure is that those

the Contents of the statements will not give exactly the same information in the
Model Statements case of all countries.

of the Various The probability is that not all countries will be able, without
States. making derogations, to follow the instructions to be given by the

Conference regarding the transfer of expenditure figures to the
Model Statements. There will therefore be some differences in the actual contents of
the total figures. Similarly, not all States will be able to group the expenditure under
the different headings without making rather ser serious derogations to the rules which
will be laid down by the Conference. There will thus be certain differences between
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the respective contents of those heads and sub-heads. This lack of uniformity in the
actual contents of the figures of the statements will usually make any exact comparison
impossible.

Taking the countries or regional groups 1 as a whole, the Committee believes that no
comparison of armaments expenditure can give an exact idea of the relative extent of the
armaments themselves. Armament expenditure is not a criterion for comparing armaments.

8. Comparison The above statement is one of the essential bases of the
of the Expenditure studies made and the conclusions arrived at by the Committee,

of the Same but the latter considers that a comparison of the Model Statements
Country of each country from year to year may give information of great

from One Year value regarding changes in its armaments, especially if such
to Another. examination is accompanied by questions put to the State concerned

regarding the nature of the figures entered in each sub-head of
the Model Statement.

The Committee wishes to point out, however, that only an analysis of the expenditure
can enable an opinion to be formed on the relations between a change in expenditure
and the armaments acquired.

If the military expenditure of a country has decreased, this does not mean that
the armaments themselves have been reduced; in the same way, if expenditure increases,
it cannot be inferred that armaments themselves have grown.

For instance, if a State constructs fortifications or a naval base, the expenditure
thereupon is replaced by much smaller maintenance expenditure on the termination
of the construction. It may happen, however that the budget is in fact decreased by a
smaller amount than this difference between capital and maintenance expenditure,
because the State may place artillery in such fortifications or bases or may incur some
totally different expenditure. Consequently, the armaments will have been increased
although the expenditure has decreased.

If there are large stocks, it will be possible, by withdrawing material from them,
to decrease current expenditure on material for a certain period. When the stocks are
exhausted, it may happen that they are only partially replaced. Such replacement,
however, calls for expenditure and, although the budget has increased, the stocks available
will actually be smaller than those existing at the beginning of the period in question.
Consequently, armaments will have decreased although expenditure has increased.

Subject to these considerations, if, during a certain period, the military organisation
of a country has not been changed and if there has been no considerable variation in
the pay of personnel or in the cost price of material, an analysis of the amounts spent
in successive years will give a good idea of the variations in armaments themselves.

If pay and costs of production have changed, the necessary corrections can be made
in the expenditure figures with a degree of accuracy which increases inversely with the
variations in cost, so that the corrected figures can still give an approximate idea of the

1 NOTE. - Major-General BARBERIS, though, like his colleagues, of opinion that
a comparison between the military expenditure of every country is of no interest and
is indeed impossible, observes that it would be feasible and indeed interesting to make
such a comparison between two countries whose respective currencies have kept the
same relative purchasing power in the year under consideration, whose military organisa-
tion is approximately the same, and which provide for their soldiers approximately
the same standard of living.

Such a comparison, though it would involve a fairly large margin of error, would
still be of interest in certain respects, even if there were no similarity in regard to any
of the three points mentioned above, provided it were possible to determine with
reasonable accuracy the difference in military expenditure due to each of the three causes.
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variations in armaments. Allowance should, of course, be made for the consequences
of fluctuations in purchasing power.l

It is always possible to give a sensible interpretation of the facts. It may, for instance,
happen that in one country the cost of personnel varies very considerably just because
of the economic and financial situation. During a financial crisis, a country may find
itself compelled to impose restrictions on its officers, N.C.O.s and men which, by cheapen-
ing the cost of that personnel, result in bringing their living conditions below the require-
ments of sound physical and moral welfare. When the financial crisis that calls for
these sacrifices passes, there is a natural tendency to bring army personnel back to a
proper standard of life, and it is possible to judge whether the resultant increase of expen-
diture represents nothing more than a simple adjustment of remuneration to living
requirements and not an increase in armaments. The position would be the same in
certain countries which have not yet reached the point of being able to give their personnel
normal conditions of life if they made a gradual financial effort to remedy these defects
without increasing their armed power.

In the same way, costs of material in the same country may vary from one year
to another under the influence of certain circumstances. Prices of war material manu-
factured, for instance, in a State establishment are not the same as prices of materials
manufactured by private undertakings. For instance, the two British torpedo boats
Crusader and Comet, built at the Portsmouth Dockyards, cost about {226 per ton, while
the torpedo boats Cygnet and Crescent, built by Vickers, cost about 200o per ton. The
cost of producing war material also depends on the amount of work in the dockyards,
undertakings or establishments in which the materials are manufactured or constructed.
For instance, when the shipbuilding industry is in full activity, the cost per ton tends
to increase; in times of crisis, on the other hand, the manufacturers accept lower prices
in order to obtain orders. Account must also be taken of the fact that the cost of new
constructions is not constant. Such costs tend to follow a cyclic movement, and account
must be taken of fluctuations in the costs of materials.

For it to be possible, subject to the above considerations, to follow the variations
in each State's armaments by interpreting successive statements of expenditure, it is
necessary that the derogations which this State might find itself obliged, owing to the
peculiar form of its accounts, to make in the rules to be laid down for transferring
expenditure figures to the statements should be fixed by the Conference. Each State
will have to undertake to observe, during the whole period of the Convention, 2 the rules
which will thus have been laid down by the Conference for the drawing up of its Model
Statement.

If this is done, the statement of expenditure will mean the same thing for each
country during the validity of the Convention. The production of successive Model
Statements will enable the growth of each State's expenditure to be followed and a
detailed study of these documents will give very useful information regarding variations
in its armaments.

1 See Chapter XII.

2 As regards derogations which might be made by the States during the execution of the Convention
in respect of methods of classifying their expenditure, see Chapter XVIII (B. Derogations), particularly page 176

and the note on that page.
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Chapter XXII.

SUMMARY AND CONCLUSIONS.

I. INTRODUCTION: THE CIRCUMSTANCES IN WHICH THE COMMITTEE HAS EXAMINED

THE BUDGETARY DATA SUPPLIED BY THE STATES REPRESENTED AT THE CONFERENCE.

1. The Committee was instructed by the Expenditure Commission to examine,
in the light of the material submitted by the various States, the technical problems
raised by the application of the provisions of the draft Convention relating to the limitation
and publicity of national defence expenditure (Articles Io, 24, 29, 33 and 38).

2. Out of the sixty States represented at the Disarmament Conference, twenty-nine
have supplied the Technical Committee with all the documents requested, and the
Committee has completed its examination of the material relating to nineteen States.l
Furthermore, it has partially examined the budgetary documents of ten other States.2

Thirty-one States have submitted incomplete documents or have sent none at all.

3. In its resolution of July 23rd, I932, the General Commission invited the Committee
to continue its work and to submit a report as soon as possible. Although such a wide
enquiry, which met with difficulties due in particular to the diversity of languages,
necessitated more than a year's work, the Committee has naturally been unable to collect
complete information regarding the practical working of the financial and administrative
institutions of the various countries.

As the Committee has, however, succeeded in obtaining the essential material for the
practical task allotted to it, it has drawn up a report on the basis of the documents which
it has examined. Its conclusions are therefore based upon the complete examination of the
documents of nineteen States and the incomplete examination of those of ten States.

4. Although, from the point of view of the universality of its investigations, it is
regrettable that the Committee has not as yet been able to examine the documentation
of all the countries represented at the Conference, and although as a result it is necessary
to make appropriate reservations with regard to the application of the system of publicity
and limitation to such countries, it should be pointed out that the nineteen countries
whose documents have been fully examined by the Committee include almost all the
great military Powers and that, if account is taken of the ten countries the examination
of whose material the Committee has commenced but not as yet completed, it may be
said that the latter has been able to form an opinion of the position in twenty-nine countries
whose expenditure, taken together, represents approximately go per cent of the total
military expenditure of the whole world.

II. WHAT IS TO BE UNDERSTOOD BY NATIONAL DEFENCE EXPENDITURE ?

5. In order to define the contractual obligations of the States, it is necessary to
specify what is to be understood by national defence expenditure for the purposes of the
Convention. The Committee, which set itself a practical and attainable object,
endeavoured to determine those classes of expenditure which, in its view, are incontestably

1 Belgium, United Kingdom, Czechoslovakia, Denmark, France, Germany, India, Irish Free State,
Italy, Japan, Netherlands, Norway, Poland, Roumania, Sweden, Switzerland, United States of America,
U.S.S.R., Yugoslavia.

2 Albania, Australia, Austria, Bulgaria, Canada, Finland, New Zealand, Portugal, South Africa, Spain.
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of a specifically military character. It is this category of expenditure alone which the
Committee proposes should be taken by the Conference as the juridical basis of the
Convention, to the exclusion of all expenditure which, though primarily of a general
character, may nevertheless contribute to increase the war potential of States.

Such a distinction is necessarily not without its arbitrary side, but it has the advantage
of defining with adequate precision the common obligations proposed for acceptance by
the contracting parties.'

6. The Committee has therefore taken national defence expenditure to mean:

"All expenditure necessitated or entailed by the creation, maintenance and
training in time of peace of armed forces and formations organised on a military
basis and by measures immediately connected with preparations for national
mobilisation."

As no such definition can in itself afford the necessary degree of legal precision, the
Committee, with a view to defining the sphere of application of the Convention as exactly
as possible, has deemed it necessary to supplement that given above by means of a list 2
of items of expenditure answering to the general definition which has been given above and
to be regarded therefore as national defence expenditure for the purposes of the Convention.
Its perusal sufficiently shows that there can be no doubt as to the specifically military
character of the expenditure which it enumerates. This list will have to be supplemented
later by very definite instructions as to its application.

7. The list of expenditure on national defence includes subsidies granted by the
State to private undertakings the activities of which include the manufacture of war
material in time of peace, and also those granted to firms with a view to the adaptation of
their plant and equipment in time of peace to permit of their immediately manufacturing
or constructing material of use to the armed forces as from the first da'ys of mobilisation.

8. It also comprises the full expenditure of such formations or associations as may
be deemed by the Conference to be " formations organised on a military basis ". The
expenditure which other associations might incur for national defence purposes appeared
to the Committee to be so small that it has decided to ignore it. Nevertheless, whenever
a State grants subsidies to sports associations or shooting clubs with a view to military
education or training, such subsidies are national defence expenditure. If, moreover,
associations or individuals give or bequeath sums of money or material to the defence
services, expenditure defrayed out of such sums, or the value of such materials, are national
defence expenditure.

9. Ordinary pensions, as opposed to war pensions, must be treated as national
defence expenditure for publicity purposes, but should not be subjected to any scheme of
limitation.

10. The conventional list of national defence expenditure compiled by the Committee
corresponds very closely to the usual conception of military expenditure which is borne
by national budgets in time of peace.

III. NEED FOR THE UNIFORM PRESENTATION OF THE FIGURES OF NATIONAL DEFENCE
EXPENDITURE.

11. The Committee is of opinion that it would be very difficult for States
to demonstrate their compliance with undertakings in respect of publicity or limitation

1 M. WORBS wishes to point out that, by the method adopted for practical purposes,
certain expenditure of considerable importance cannot be ascertained with adequate
precision because it is impossible to separate it from the " war potential " and because,
therefore, there is no alternative but to leave it to the States themselves to decide whether
they wish to consider such expenditure as expenditure which should be included in the
Model Statement.

2 For this list, see page I6.
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based on a definition and a conventional list of national defence expenditure by means
of the accounts in which they enter this expenditure. The structure of these accounts
differs, indeed, widely from State to State, and, furthermore, the line of demarcation
between national defence expenditure within the meaning of the Convention and
expenditure which, although having military value, is not to be regarded as national
defence expenditure, does not appear in these accounts. If, indeed, it were desired to
draw up a complete account of the national defence expenditure within the meaning of the
Convention on the basis of these documents, it would be necessary to proceed to a variety
of researches, interpretations and calculations which would necessitate familiarity with the
administrative practice and institutions of each country. The Committee considers that
this would be an extremely difficult if not a practically impossible task for any supervisory
or checking body.

12. Hence the Technical Committee, like the Committee of Experts on Budgetary
Questions, found it essential to establish a uniform framework (Model Statement) l in
which States could enter all national defence expenditure, within the meaning of the
Convention, irrespective of the nature and origin of the resources out of which that
expenditure is met. The key to this operation will be supplied by the reconciliation tables,
showing how each figure of the accounts has been transferred to the Model Statement.
Such an instrument will enable all States to certify their national defence expenditure in
an identical form.

IV. PAYMENTS MADE IN THE COURSE OF THE FINANCIAL YEAR MUST BE TAKEN AS THE

JURIDICAL BASIS FOR EITHER THE PUBLICITY OR LIMITATION OF EXPENDITURE.

13. The result of the limitation of expenditure should be to limit the acquisition
of armaments.

Any definition of expenditure must satisfy the two following conditions:

(a) Expenditure must be as nearly as possible contemporaneous with the
rendering of the services and the delivery of the material;

(b) The expenditure must be entered in an identifiable and authentic form in
the accounts of all States.

Credits voted are nothing more than an estimate and, as they are granted prior to the
acquisition of armaments, they cannot be taken as the legal basis of the Convention.

The Committee proposes that the legal basis of limitation should be the actual
payments, because (I) they are usually contemporaneous with or follow shortly after the
acquisition of armaments and (2) they are shown in the accounts of all States.

14. If, in the course of a year, a State acquired armaments which were not paid for
until the following year or years, and if that State nevertheless reached in the course of
the same year the limitation figure assigned to it, it could during that year obtain
armaments the value of which was in excess of that figure. In order to preclude such a
possibility, the Committee has proposed a contractual clause in accordance with which
the total payments in one year and the value of armaments acquired and not paid for
during that year may not exceed the limitation figure fixed.

15. Deferred payments must sooner or later be made and included in the accounts
and Model Statements; they will thus be subject to publicity and limitation unless the
Convention has a fixed date of termination.

In this connection, the Committee points out that Article 57 of the draft Convention
provides for the renewal of the initial Convention by tacit consent, and it has therefore
not contemplated the possibility of a convention of relatively short duration.2

16. Limitation of expenditure can result only in the limitation of those armaments
which have led to a cash disbursement. The Committee therefore considers that, for

1 See the model of this statement, Appendix I to Part VI of the Report.
2 See reservation on page I53.
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purposes of budgetary limitation, it would not be practicable to estimate, for example,
the value of services rendered without payment by conscripts or by reservists whose
remuneration is insignificant. On the other hand, the defence forces may have the benefit,
without paying for them, of certain services or payments in kind supplied by communities
or private individuals. The payments made by those who supply these goods or services
must in principle be subject to limitation and publicity.

17. In some cases, however, the defence forces benefit by the activities of certain
services of a general character-such as those responsible for the upkeep of public roads,
the police and the organisations for auditing public funds-without paying for them. The
Committee considers that in such cases there is no need to subject to publicity and
limitation the proportion of the expenditure on those general services which might be of
military utility. As the sums involved are very small, the Committee considers that
there can be no objection to the States' treating such items differently, provided always that
the Conference is informed of their methods and that any change made during the term of
the Convention is communicated without delay.

18. Limitation of expenditure cannot affect withdrawals from stocks of consumable
stores during the period of the Convention for the requirements of the defence forces.

V-VI. BUDGETS AND ACCOUNTS.

19. The greater part of the payments to which the publicity and limitation of
expenditure should apply are found in the accounts relating to the application of the
budgets. The true object of payments can only be ascertained by going back to the credits
in respect of which the payments were made and by studying the rules governing the
application of budgets and supervision over that application. At the Expenditure
Commission's request, the Committee has investigated the budgetary systems of the
various countries whose documentary material was submitted to it with a view to
determining in particular:

(a) To what extent publicity of credits and acts relating to the application of
budgets enable the true nature of national defence expenditure to be ascertained;

(b) To what extent the control of the internal audit services over the public
finances ensures the authenticity of the payment figures entered in the published
accounts.

20. As regards the publicity of credits, the Committee concluded that the value
of the guarantee which it affords varies according to tradition, custom and parliamentary
practice and according to the real efficacy of the supervision which Parliament,
through the continuous nature of its action, exercises over the granting of credits. In
this connection, de facto situations exist, in some cases of a temporary nature, consideration
of which is outside the scope of a technical body and which will have to be taken into
account when the Convention is signed.

21. The application of a limitation Convention, however, based on payments made
in the course of the financial "exercice" rests essentially on the accuracy of the payment
figures. This accuracy primarily depends on the rules governing the organisation of
public accounting and the action of the independent supervisory bodies responsible for
seeing that the budgets are properly executed.

22. The Committee found that almost all national defence expenditure within the

payments made under credits granted by the public authorities. The authenticity
of the payment figures entered in the accounts is ensured through the application
of the public accountancy regulations-that is to say, the rules governing the
preparation and execution of the budget, the supervision over that execution and
the establishment of the final accounts. Among these regulations the Committee attached
special importance to the activities of the bodies responsible for the higher audit of the
accounts and to the independence of their members as regards the Executive. The
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Committee found that the degree of independence of these bodies was not the same for
every State. Without expressing an opinion, however, on the question whether a particular
system of accounting is more efficient than another, the Committee has ascertained that
there are, in all the countries whose systems it has examined, laws and regulations relating
to public finance and accountancy the observance of which guarantees the authenticity
of the figures in the closed accounts.1

23. The Committee noted that, out of the nineteen States which it has examined,
sixteen only have published their audited accounts regularly. These sixteen countries have
supplied the Committee with audited and published accounts relating to the year for which
their statements of expenditure were compiled. The other three, however, have not
published audited accounts for several years, although they have laws providing for their
regular presentation. They have nevertheless supplied the Committee with manuscript
statements of expenditure for the year to which the Model Statements refer and certified
correct in two cases (France and Roumania) by the Government and in the third case
(Belgium) by the Court of Audit.

24. The correct execution of the stipulations of the Convention naturally requires
that the laws and regulations which have been ascertained by the Committee to exist
should be regularly applied in practice.

25. The closed accounts are an essential instrument in any system for publicity or
limitation of expenditure. For this reason, the Committee considers that the publication
of the closed accounts at a sufficiently early date for the purposes of the Convention
constitutes an indispensable condition for the conclusion of the said Convention. 2

26. In view of these considerations, the Committee is of opinion that the various
States signatories of the Convention should assume a contractual obligation to
publish their accounts at a sufficiently early date and in a form suitable for meeting the
requirements of the Convention. It is not within the Committee's powers to indicate the
internal measures which certain States will have to take to fulfil the preliminary conditions
necessary for the conclusion of the Convention, but, in view of the time which may be
required to regularise the time-limits for the production of accounts or their mode of
submission, it feels entitled to propose that the attention of the Governments concerned
should be drawn to the necessity for immediately taking all the necessary steps to this end.

1 NOTE. -i. As, in one of the countries whose documentation was examined,
there is no higher auditing body independent of the Executive, M. ANDO, attaching
particular importance to the independence of the higher auditing bodies in each
country, accepts the conclusions formulated on condition that, in the future, the
independence of the higher auditing bodies is effectively provided for.

2. M. HAGGLOF (replacing M. SANDLER) is of opinion that reliance must be placed
in the closed accounts audited by the competent auditing authorities and published
officially by the different States. He does not think that the accuracy of these figures,
which are drawn up and submitted officially, should be called in question.

The Committee has, however, stipulated as an essential condition that all States must
be in a position to submit regular closed accounts audited by the competent auditing
authorities within a sufficiently short period.

This principle having been laid down, the Swedish expert considers that it is
unnecessary-either for the Conference or for the Permanent Commission-to undertake
studies, which would inevitably be very difficult, with regard to the advantages or
disadvantages of the financial or administrative systems which may exist in the different
States of the world.

2 NOTE. - See the Note by Major-General BARBERIS and M. WORBS, on page 47,
on the inadequacy of this affirmation of the majority and on the vital importance of this
defect in the system based on the payments effected. The present absence of closed
accounts in certain countries and the necessity for improving the closed accounts of certain
other countries which are regularly published render the signature of a Convention on the
limitation of expenditure impossible at the present time.
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VII. To WHAT EXTENT IS IT POSSIBLE FOR EACH STATE TO DRAW UP COMPLETE ACCOUNTS

OF ITS NATIONAL DEFENCE EXPENDITURE ?

27. Article 29 of the draft Convention contemplates the limitation of total national
defence expenditure. The Committee has enquired into the question of whether it is
possible for each State to ascertain the total amount of the expenditure subject to
limitation.

28. The Committee found that the major part of national defence expenditure
within the meaning of the Convention appears in the State accounts (budgetary accounts
of the national defence departments, of the colonial department, of the civil departments,
and special accounts), and that, in addition, a very large proportion of such expenditure
is included in the accounts of the defence departments, where it is indicated under
separate items.

Such national defence expenditure as appears in the budgetary accounts of the civil
departments or services, and in special accounts, represents no more than a small proportion
of the total. In certain cases, such expenditure is not clearly specified under special headings
and is sometimes merged with expenditure having no bearing upon national defence.

29. National defence expenditure not included in the above-mentioned State
accounts is of little importance, and a small proportion of such expenditure is borne
by regional and local authorities and, notably in certain States with a federal form of
government, by the constituent States.

The accounts of such regional or local authorities have not been supplied to the
Committee, and certain States have confined themselves to submitting estimates of the
expenditure shown in the accounts of these authorities. As regards the colonies, their
defence expenditure is borne sometimes by the budgets of the home countries and
sometimes by the general budgets of the colonies. In the various cases examined, the
Committee found that the details of defence expenditure of the colonies can be easily
ascertained.

30. Expenditure in the form of subsidies granted for a military purpose to sports
or shooting clubs-representing in any case a comparatively small amount-are as a
rule separately entered in the accounts. On the other hand, expenditure out of donations
or bequests from private associations or individuals is almost invariably entered in the
State accounts.

31. The Committee has indicated certain principles which the States should follow in
calculating their total national defence expenditure, more especially as regards methods of
reconstituting the gross amount of expenditure in countries where the services are
authorised to use certain receipts in addition to budgetary credits. The other technical
aspects of the problems raised by the reconstitution of the total of expenditure have been
examined. It is no doubt possible that, in certain cases, States may be in doubt as to the
interpretation of the rules laid down, but the sums affected could never be very
considerable. It should, moreover, be noted that such possibilities of error will have less
effect if in doubtful cases the various Governments always interpret in the same way the
rules which the Committee has proposed.

32. Having found that a very large proportion of the expenditure on national
defence appears in the accounts of the national defence departments and can therefore
be easily identified, and while admitting that there may be some difficulties of
interpretation with regard to the nature of certain items of expenditure appearing in
other accounts, the Committee, at the conclusion of its enquiry, considers it possible for all
States to produce for practical purposes a complete statement of their national defence
expenditure within the meaning of the Convention.

VIII. WITH WHAT DEGREE OF ACCURACY CAN THE TOTAL NATIONAL DEFENCE

EXPENDITURE RETURNED BY EACH STATE BE VERIFIED ?

33. The bulk of the figures making up the total amount of national defence expendi-
ture are included in the published accounts, where they are shown under separate items;
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it is therefore possible to verify exactly whether the majority of these figures have been
correctly incorporated in the total national defence expenditure of each State.

Only a relatively small proportion of the national defence expenditure entered in the
published accounts is not shown under separate heads in those accounts. In the accounts of
the colonial ministries and those of the civil ministries or regional and local bodies, certain
national defence expenditure is clearly specified, but it also happens that national defence
expenditure is merged with civil expenditure. To enter the proportion of this
expenditure which refers to national defence in the total national defence expenditure,
States have to resort to allocations based on internal documents or on estimates. The
method of making such allocations cannot be controlled by means of published accounts.

34. This difficulty might be to a great extent reduced if States agreed to specify
under separate headings all expenditure of a military nature included in accounts other
than those of the national defence ministries, and also all expenditure (in particular, civil
aviation expenditure) which, though included in the accounts of the national defence
ministries of certain countries, does not constitute national defence expenditure within
the meaning of the Convention.

35. The verification of the inclusion in the total national defence expenditure of
subsidies granted to private armament firms is closely connected 'with the problems
referred to the Committee for the Regulation of the Trade in and Private and State
Manufacture of Arms and Implements of War.

36. There will be some difficulty, from the point of view of supervision, in verifying
the observance by the various States of the rules proposed by the Committee in order to
remove the difficulties inherent in certain peculiarities of public accountancy, and, more
especially, in the reconstitution of expenditure in the case of countries with net accounts.

37. After taking into account the aforementioned obstacles, which vary considerably
in different States, the Committee is opinion that, for the practical purpose for which
such verification is required, it will be possible to verify with a high degree of accuracy, by
means of the accounts, whether the rules proposed by the Committee for calculating the
total national defence expenditure are being applied by the States.l

IX. POSSIBILITY OF ASCERTAINING SEPARATELY THE TOTAL EXPENDITURE FOR EACH
OF THE THREE FORCES (ARMY, NAVY AND AIR).

38. A note appended to Article 29 of the draft Convention contemplates the possibility
of ascertaining and limiting the total expenditure of the Army, Navy and Air Forces
separately.

In the light of the documentary material supplied, the Committee has tried to
ascertain with what degree of accuracy expenditure could be thus separated. All the
States whose budgetary documentation has been examined have tried to give separate
figures for the expenditure on the three forces. Certain countries, however-such as
the Irish Free State, Japan and the United States of America-have only shown a part
of their air expenditure separately. In the case of these countries, therefore, it has been
impossible to make a complete separation of the expenditure on the three forces.

39. Certain countries have separate departments for each force, so that expenditure
(with the exception of certain joint expenditure) is entered separately in the respective
accounts of those departments. In such cases, the only difficulty in separating expenditure
lies in the splitting among these forces of the portion of national defence expenditure which
is entered in the accounts of civil departments or of regional and local public bodies;
but the difficulty of splitting such expenditure among the expenditure of the various
forces is not such as to make it impossible to ascertain exactly the respective expenditure
on each force.

1 See reservation on page 83.
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40. In other countries, however, the difficulties of separating the expenditure on
each force are much greater. Separate accounts are not kept for Air Force expenditure.
The Air Force is considered organically as forming an integral part of the Army and Navy,
and there are services which are shared by both the Air Force and the other forces. The
respective costs of these common services for the Army and Navy on the one hand and
the Air Force on the other are not booked separately. The figures taken from the accounts
and transferred to the total expenditure for each force must be split up on the basis either
of administrative documents or of estimates. Under these circumstances, if each State
is thus in a position to draw up an account for each force, the verification of this account
will offer serious difficulties.

41. (a) If the Conference decides that it must be possible to check the separation
of the expenditure on the three forces on the basis of figures taken to a great extent
en bloc from the audited accounts, not all countries can effect this separation owing to
the form in which their accounts are made out at the present time.

(b) Such separation is, however, not in itself impossible, provided that countries
which do not at present submit separate accounts for the expenditure on each force agree
to prepare such accounts, as is done at present in the United Kingdom, France, Italy, and
Sweden for the three forces, in Germany for the Army and Navy, and in Switzerland for the
Army and Air Force.

(c) It is only in case the Conference considers that, for the separation of expenditure
on the three forces, it must accept a degree of "controllability" considerably lower than
that attainable for checking the grand total of each State's expenditure that, in view
of the application of Article 29 of the draft Convention, a separation of expenditure on the
three forces could be considered possible.'

X. POSSIBILITY OF SEPARATING EXPENDITURE IN RESPECT OF LAND AND NAVAL WAR

MATERIAL. (ARTICLES IO AND 24 OF THE DRAFT CONVENTION.)

42. The accurate separation of the expenditure on land and naval war material
requires three conditions:

(a) The term " war material " must be precisely defined, and it must be exactly
determined what is meant by expenditure on war material;

(b) It must be possible to separate the expenditure on air war material from
the expenditure on land and naval material respectively;

(c) It must be possible to distinguish the annual expenditure on war material
very clearly from all other expenditure that does not concern the upkeep, manufacture,
or construction of such material.

(a) The Budgetary Experts' report gave a specific list of the material which should
be regarded as war material, and it also clearly indicated what expenditure should be
entered in the Model Statement under the head relating to expenditure on war material.
Governments endeavoured to fill up the war material heads of the Model Statement in
accordance with these instructions.

(b) The absence of separate accounts for the Air Forces usually makes it impossible
to separate completely the expenditure on air war material. The extent to which this
expenditure is shown separately in the accounts will be seen from the table on page 9I.

As a rule, however, it is easier to separate the expenditure on land and air war material
than to separate the expenditure on naval and air material.

1 See reservation on page 93.
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(c) The structure of accounts as reflecting the various forms of military organisation
is at present so different from the idea which led to the insertion of those heads in the
Model Statement which deal with war material that it is impossible, without relying
very largely on estimates, to ascertain on the basis of such accounts the amount of
expenditure under these heads as defined by the Budgetary Experts. If war material were
all bought either from private undertakings or autonomous establishments and if it were
stocked and maintained in establishments where there was no other material, there would
be no serious difficulty in entering under the war material head the expenditure which
should appear there. This is not the case, however, and difficulties arise in consequence
both of the system of military organisation and the system of accounting adopted. In
some countries, war material is manufactured or repaired in non-autonomous
establishments. Sometimes war material is stored and even repaired in warehouses which
contain stores of material other than war material. In countries which have
non-autonomous establishments, expenditure on personnel and the overhead costs of the
establishments where war material is manufactured, repaired or stocked are not shown
separately in the accounts, but are divided up among various heads of these accounts. In
order to fill up the war material head, an exact distinction must be made between the
expenditure on war material and other expenditure and then, for purposes of re-grouping,
a search must be made in all the relevant budgetary items for the expenditure
corresponding to the definition given of expenditure on war material. The latter difficulty
might, to a great extent, be solved in countries which have non-autonomous manufacturing
establishments if the accounts were submitted in a form corresponding to the war material
head of the Model Statement. This would be nothing more than a change in accounting
procedure. But the difficulty inherent in the existence of joint establishments or depots
in which all kinds of material are stocked, repaired or manufactured raises problems
of military organisation and cannot be solved by a simple accountancy reform.

43. The Committee examined the extent to which in each country the head relating
to war material represented figures taken en bloc from the authenticated and audited
accounts. The results of this investigation are shown in the tables reproduced in
Chapters X.

A perusal of the tables shows that the proportion which these figures bear to the totals
under the heads relating to war material varies very widely from country to country and
that, in general, these heads cannot be filled up without recourse in a great many cases to
allocations based upon the internal accounts or on estimates.

In an endeavour to remedy these difficulties, the Committee set itself to evolve a
simpler conception of Head IV (Expenditure on War Material) which would have enabled
the States to ascertain with greater accuracy the total expenditure to be entered under
this head; it did not, however, succeed in discovering a satisfactory solution.

44. (a) Should the Conference decide that the separation of expenditure on land
and naval material must be capable of verification on the basis of figures taken largely
en bloc from the audited accounts, no such separation is feasible with the accounts drawn
up as they are at present.

(b) Such separation, however, is not inherently impossible provided that the States
are prepared to draw up separate budgets and accounts for the different forces and provided
that those which possess autonomous establishments in which material is manufactured,
constructed or repaired submit their budgets and accounts in the same form as the
war material heads of the Model Statement.

(c) The separation of expenditure on land and naval material with a view to the
application of Articles io and 24 of the draft Convention could only be regarded as
practicable if the Conference were to take the view that, in the matter of the separation
of expenditure on land and naval material respectively, it should accept figures which
might not be capable of verification to anything like the same degree as is attainable in
regard to the grand total of the expenditure of each State. 1

1 See reservation on page 99.


