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The National Defence Expenditure Commission was set up by the General Commission 
of the C_onference for the Reduction and Limitation of Armaments on February 25th, 1932. 

At 1ts_seventeent_h plenary meeting on February 24th, IQJ:l, the Conference had adopted 
the followmg resolutiOn : 

" The Conference, 

"Approving the proposals of the Bureau on the action to be taken in rt>gard to the 
plans and proposals which have been placed before it : 

" I. Decides to transmit to the General Commission these plans and proposnls, 
as wei~ ~s the ~raft Convention (with annexes) prepared by the Pn•paratory 
Commission, wh1ch may serve as a framework for the work of the Conft•rcnce; 

"2. Reque~ts the Gen~ral Commission to proceed to a /)rdiminary study 
of and to co-ordmate the sa1d plans and proposals and the dru t Convl•ntion; 

" 3- Decides that, without prejudice to the Rult•s of Procedure, • the General 
Commission shall be authorised to constitute, as and when the need arises, such 
commissions, sub-commissions or committees as it may consider dt•sirable, and, in 
particular, the· Land, Naval, Air and National Defence Expenditure Commissions. 

" Such commissions, sub-commissions or committees will rrport to thr Grneral 
Commission on the matters which it refers to them." 

The National Defence Expenditure Commission sat from February 25th, 1932, to June 
3rd, 1933. Its officers were as follows : 

Chairman: 
Vice-Chairmen : 

Rapporteur: 
Co-Rapporteur : 
Secretary: 

Technical Adviser : 

M. A. DE VASCONCELLOS (Portugal) ; 
M. J. VALDts-MENDEVILLE (Chile), 
M. S. RADULESCO (Roumania); 
M. J. P. A. FRAN~OIS (Netherlands) ; 
M. R. ]ACOMET (France), appointed on May 23rd, 1933; 
M. Finn T. B. Fans, Member of the Disarmament Section of the 

. Secretariat of the League of Nations; 
Dr. A. VON SucHAN, Member of the Financial Section and Economic 

Intelligence Service of the Secretariat of the League of Nations. 

As soon as it met, the Commission set up a Technical Committee under the Chairmanship 
of M. RADULESCO (Roumania), with Mr. LYON (United Kingdom) as Vice-Chairman, later 
replaced by M. DE MODZELEWSKI (Poland). Its General Rapporteur was M. jACOMET (France). 

The present volume contains the Minutes of the Expenditure Commission and, as annexes, 
· the documents necessary for the consultation of these Minutes, with the exception of the 

Technical Committee's report, which forms three volumes printed separately under No. 
Conf.D.158. 

• Part V of the Rules of Procedure reada aa follows : 

" V. CoiiiiiSSIONI. 

" 1 The Conference shall have the right, according to the exigencieo of the buoineso on hand 
and con'venience of work, to set up commissions on which all delegatio!'• may be represented by a 
delegate, who may be assisted .bJI' advisers, experts and secretaneo. Comm~ttees may also be 1et 
up consisting of delegates of a limtted number of ~untries. . •. . . . . 

.. 2 . Each commission shall appoint its Chairman and ttl \'ace..Cbatrman or ttl Vtce-Chatrmen 
and shall, at the appropriate time, appoint one or more Rapporteurs. 

" 3. The commissions may themselves set up sub-commissions." 

S.d. H. •5ro (F.) tl.f5 (A.) U/JJ. Imp. dol J. do G. 
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CORRIGENDUM. 

Certain errors having crept into the text of the Minutes, the reader is requested to note 
the corrections hereunder : 

Page I. Fourl!J line from fool of page. After the word" agenda " insert " ' ". 
Footnote to be added as follows : "' See Documents of the National Deft>nce 

Expenditure Commission, page 91 of this volume ". 

Page 8. Chapter 5· Read title as follows: "Appointment of a Technical Committee". 

Page 42. Penultimate paragraph, line 1· Instead of" limitation o( the special heads", rl'nd : 
".separate limitation of the expenditure of each of the three arms ". 

Page 87. Last paragraph, line 4· After the word" resolution "insert "·1 ". 

Footnote to be added as follows : " 'Document Conf.D./C.D.46 ". 
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FIRST MEETING 

Held ma Saturday, FelwNMY 27th, 1932, at u Noo11. 

The Right Honourable A. HENDERSON in the Chair. 

1. ELECTION OF PRESIDENT . 
. 

The CHAIRMAN ~d that the National Defence Expenditure Commis.o;ion had met, in 
pursuance to the declSlon taken by the Bureau of the Conference on the previous day to 
proc~ed, in ~ccorda~ce with Article s. paragraph 2, of the Rules of Procedure, tQ elc~t a 
Pres1dent, V1ce-Pres1dents, and Rapporteurs. The Commission would therefore be invited 
to elect, first, a President by secret ballot, in conformity with the Rules of Procedure Article 
13, unless the Commission decided otherwise. One or more Vice-Presidents and Rapporteurs 
would then be appointed in the same way. 

M. RAPHAEL (Greece) proposed that the Commission should elect only its President 
at the present meeting and that the appointment of Vice-Presidents and Rapporteurs should 
be postponed until it was known who the members of the Commission were to be. 

Agreetl. 

M. DE VASCONCELLOS (Portugal) was elt1cled President by t~cclt~matioft. 

SECOND MEETING 

Held on March 1oth, 1932, at 10.30 a.m. 

M. PUFOUR-FERONCE in the Chair and, later, M. VALD:£S-MENDEVILLE. 

2. ELECTION OF THE VICE-PRESIDENTS AND THE RAPPORTEUR. 

M. DuFOUR-FERONCE (Under Secretary-General, representative of the Secretary-General 
of the Conference) announced that M. de Vasconcellos, President of the Commission, was 
unwell, and had requested him to open the meeting. 

The first point on the Commission's agenda was the election of one or more Vice-Presidents 
and Rapporteurs. 

M. V ALDES-MENDEVILLE (Chile) and M. RADULEsco (Roumania) were elected by acdamation 
Vice-Presidents of the Commission. 

M. V ALDES-MENDEVILLE then took the Chair. 

M. FRAN(;OIS (Netherlands) was •PPmnted Rapporteur to the Commission. 

3· PROGRAMME OF THE COMMISSION'S WORK. 

The PRESIDENT proposed that the Commission should deal with ~he third point C?n _its 
agenda-namely, the establishment of a programme of -:or~. He remmded the Comrmsswn 
of certain general principles a~opted by t~e General ~mmlSslo~ o~ the proposal of M .. Bend
viz. (1) the General Commission deals With all questions of pnnc1ple; (2) the questions thus 
exa:Wned by the General Commission are referred to special commissions ; (3) questions which 
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do not require to be first discussed in principle are referr~d.direct to the special com~issions; 
(
4
) the special commissions report to the General Com~tssiOn ;_ th_ey m~y also subr~ut to the 

latter any questions of principle which might arise dunn~ their discussu~n ~nd which would 
necessitate a decision by the General Commiss!o~?· Actmg on these p~nc1ples, ~he G~neral 
Commission had already referred to the CommiSSIOn a number of q'!es~10n~ specdied m the 
last chapter of document Conf.D.I03. Naturally, this list was not bmd1~g '.n res~ct of the 
order of the work, and the Committee was free to adopt the method wh1ch 1t considered the 
most suitable and, consequently, to fix its own agenda. 

The President wished to draw the Commission's attention to certain questions which arose 
in this connection. All the articles of the draft Convention which referred to the publicity 
of budgetary expenditure and, in particular, Articles 33 and 38, w~ich were dealt with in 
part of the report by the Committee of Experts on Budgetary Questions, had been r~fer_red 
to the Commission. As regards the limitation of armaments by budgetary means, the pnnc1ple 
of that limitation had been reserved by the General Commission. On the other hand, the latter 
had referred to the National Defence Expenditure Commission certain proposals relating to 
the method of applying the principle of limitation. The General Commi~sion had not made 
any recommendation regarding Article IO of the draft Convention, wh1ch referred to the 
budgetary limitation of land material. As this problem raised a question of principle as to 
the application of the direct or indirect method of limitation, the discussion must be reserved 
for the General Commission. Similarly, questions relating to Article 24 which provided for 
the limitation of expenditure on naval material would have to be examined by the Naval 
Commission. The report by the Committee of Experts on Budgetary Questions dealt, in general, 
with the method of applying the articles of the draft Convention together with questions 
connected therewith. In these circumstances, it would be difficult to deal separately 
with certain questions which required special examination. Moreover, the report by the 
Committee of Experts had not yet been discussed by any of the organs of the Disarmament 
Conference. It had not even been examined by the Preparatory Commission, but had been 
forwarded direct to the Governments. 

M. DE MoDZELEWSKI (Poland) thought that, as the General Commission had reserved the 
examination of certain questions of a general and even of a political character, there was 
no other course than to bow to this decision. As regards the list of questions referred to the 
Commission, he observed that Items I, 2 and 3 were taken from the draft Convention, while 
Item 4 was taken from the experts' report and embodied Items I, 2 and 3· If the Commission 
followed this order, its work would be duplicated. It would have the ungrateful task of consider
ing the same questions, in the first place, without regard to the report by the Committee of 
Experts on Budgetary Questions, and, secondly, of taking that report as a basis. It would be 
more logical to begin by discussing Item 4 within the framework of the experts' report which 
was a document of admirable clearness and precision. If, in its examination of the q~estions · 
containe.d in the rep?rt, the Commission en~ou!ltered points with which it was not competent 
to deal, It would om1t them an~ would restr~ct Its work to questio!ls with which it was directly 
concerned. M. de Modzelewski thought this was the most practical solution and he made a 
forma~ proposa~ to the C~mmission to begin ~y disc.ussing_the experts' report ite~ by item, while 
reservmg the r1ght to raise any other questions With which the experts had not dealt. 

Colonel KARMANN (~erm~ny) was glad to be able to agree in substance-toM. de Modzelewski's 
propos~!. He agreed w1th h1m that the report by the Committee of Experts was a work of 
exceptional value. The ~erman delegation could subscribe to the whole of some chapters 
of the report. But certam other chapters had become quite out of date not through a y 
f~ult ~f the experts, but ~n account of changes . which had taken place' in the monet:: 
situation of vanou~ countnes. Certain questions which had been studied by the experts w 1a 
have to b.e d.ealt Wit~ &:fre~h by the Commission. Moreover, the work of the ex rts in reso~ct 
of ~he pnnciple of limitation presupposed the adoption of the indirect metho~ of li 't r 
Th1s was, at any ~ate, the impression gained by reading the report as a whole It mi a ~on. 
that the Commission could not at present engage in a discussion on lim't t' · f bw~s c ear 
expe_n~iture as pr~vided for in Articles IO and 29. On the other hand I :h~on ° . u getary 
pubhc~ty.of expend1ture as proposed in Report No.I II of Sub-Commission' B f trP!IOn of the 
Commission (document C.P.D.4o) and the report of the Committ f Bo e eparatory 
(docum~nt C.P._D.9o) ~nd t~e las~ report by the Committee of Expe:rfs _udhgtetary lEI xpef rts 
the subJect of Immediate discussiOn. m1g usefu y orm 

Colonel Karmann therefore proposed to begin by discussin h . · · 
expenditure and, in particular, the questions raised by Art' 1 g st efpublicity of budget_ary 

IC e 3 o the draft Convention. 

~1. ~IGNOUX (France) supported M. de Modzelewsk'' . · . 
exammat_10n of t.he experts' report. It was clear that t~s propo~al regarding the. Immediate 
2 and 3 m the list submitted to the Commission were . cl q~est~ons referred to m Items x, 
mo~e general nature, and that it was difficult to be ·n m u ed In Item. 4, '!Vhich was of a 
which would have to be subsequently examined as gi ~ ~eparate exa~natlon of questions 

a w 0 e. The question of publicity was 
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connected with that of limitation and sh ld th f be · 
in the general framework of the ex rt ~u ere \Th' exanun~d to~ether with tha~ question 
of currencies raised problem f pe_ s report. ile fiuctuat10ns m the purchasmg power 
since they did not seem lik~o re~t lmlporthance, those q_ue~tions w~re.ne':ertheless secondary, 

Y o mvo ve t e actual pnnctple of limttahon. 

that !rt~f:H!!s~i~!!tfa~n~;upported M_. de M~zelewski's proposal. He pointed out, however, 
that any qu~tions which m~ ~;n s~ffi~en~y dascussed ~y t~e experts. He. therefo.re pro~ed 
by the experts should be • rtg d ~h uCnng ~h~ e~ammahon of the vanous pomts studted 

mse e m t e omnuSSlon s agenda. 

~r. G~IEVE (United Kingdom), while supporting the Polish delegate's pro osa1 to ba~e 
t~e di~ussaon on .the rep_ort by the Committee of Experts, pointed out that thif report de~ It 
wath haghly techmcal subJec!s and was concerned with the book-keeping aspect of the questions. 
T~e ~x1perthsdhad basedb therr report on the principle of budgetary limitation although that 
pnnc1p e a not yet een adopted. ' 

. He thought two crucial points arose for consideration. The first was that referred 
to m document Conf._D.IOJ, _Item. I (a) of the last chapter-namely, the study of 
the bud_getary method m c~ms1derat~on of fi':'ctuations in purchasing power. This subject 
had a VIta! effect on the entire question, and at would have to be considered by a committee 
of econonusts. 

In the sec!>nd pl3;ce, it w~s difficult to find a common monetary denominator. The position 
had changed smc~ th1s quest~on had been discusse~ by the budgetary experts. If they had to 
draw up a report m present carcumstances, they m1ght have made reservations on this subject. 

For publicity to ha~e any rea!- mean.ing, it. must be capab!e of expression in a 
common monetary denonunator. This was amposs1ble when currenc1es and the purchasing 
P!>wer of gold were constan~y changin~. He therefore thought that the questions should be 
discussed by the appropnate comm1ttees before the National Defence Expenditure 
Co~missio.n came to discuss th_e me.thod. To. deal with the report of the budgetary experts 
as if nothmg had happened smce 1t was wntten could not but lead to an unsatisfactory 
result. 

M. LANGE (Norway) said he was prepared for the question raised by the United Kingdom 
delegate, but did not think this question should hinder the Commission in its work. The 
Committee of Experts' report formed the most suitable basis for the discussions of the 
Commission. The body of the report contained a special chapter on fluctuations in the purchas
ing·power of money. When the General Commission came to deal with the question of principle 
as to the advisability of inserting in the Convention a chapter on the limitation of budgetary 
expenditure, it would need the opinion of the present Commission, which had aU the necessary 
expert advice at its disposal for expressing such an opinion. It would therefore be premature 
to abandon the discussion at the present moment. Moreover, the delegate of the United 
Kingdom had placed the question on a level which did not appear to be suitable. It would 
seem that the principle of limiting expenditure was already admitted as a means of comparing 
the cost of armaments in a given country with the cost in previous years and not as a means 
of comparing the expenditure in different countries. In companng two successive years 
in the budget of the same State, fluctuations in exchange did not play the same part as in 
international affairs. It was true that fluctuations in the purchasing power of money gave 
rise to certain difficulties, but difficulties were there to be overcome. It would be a confession 
of weakness to state at the present moment that there were no means of limiting expenditure. 

M. DE MoDZELEWSKI (Poland) did not deny the justice of the remarks made by the delegate 
of the United Kingdom. He even thought that the example gh,:en by that delegate was not the 
most convincing one and that many other examples could be c1ted. It was, nevertheless, ~ore 
practical to deal successively with the questions contained in the report by the Committee 
of Experts and to refer to a smaller committee any special questions which might arise during 
this examination. 

Colonel KARMANN (Germany) entirely shared the opinion expressed by the delegate of .the 
United Kingdom. In his opinion, the purchasing power of money was not a secondary question, 
but constituted the sole problem. While agreeing with the Norwegian delegate that the. Com· 
mission must reach a decision on this point, he nevertheless thought that the question of 
purchasing power should form the subject of a special study to be entrusted to a smaller 
committee. 

M. GIGNOUX (France) was struck by the No!"'"e~an delegate's .remarks regarding a 
passage in the experts' report ?ealing with ~uctuatlons !n the purchasmg pow~r of mone~. 
He thought the two points of VIew could easil:y be reconciled: It would ~ s~ffic1ent to adm1t 
the necessity for a special study of the question of purchasmg power wathm the framework 
of the experts' report. 



M. SANDLER (Sweden) agreed with the Norwegian delegate .. The Swedish _delega~on 
had already proposed tha! the budgetary qu.estions s~o~d be studied fro!D the pomt of v1ew . 
of purchasing power. Th1s was not a question of pnnc1ple but of a desrre to find the most 
suitable methods of application. 

The PRESIDENT, in summarising the discussion, rioted M. de Modzelewski's proposal th_at 
the Commission should take the report by the Committee. of Experts a~ a framework for 1ts 
discussion on the understanding that, as and when questions arose wh1ch had been ~eserved 
by the General Commission, they should be omitted. Other delegates. had emphasised. the 
special importance of certain questions and had formulated reservations on the sub)ect. 
There had, however, been no objection in principle to taking the report by the Comm1t~ee 
of Experts as a basis of the discussion. In order to give mor~ ~oncrete form to t~e Pohsh 
delegate's proposal, the President suggested that the CommiSSion should leave _1t to ~he 
Bureau to draw up a definite proposal regarding the programme of work, while takmg 
into consideration the valuable exchange of views which had just taken place. 

M. DE MoDZELEWSKI (Poland} accepted the President's suggestion. He would like, however, 
to express it more definitely. He therefore proposed that the Bureau should undertake to 
prepare an agenda after taking into consideration. the discussions which had taken place,· 
and accepting the report by the Committee of Experts as a basis for the work. 

Sir Thomas WILFORD (New Zealand) pointed out that no one had replied to the delegate 
of the United Kingdom's remarks about fluctuations in monetary values. Until a common 
monetary denominator was obtained, there could be no basis for discussion. 

The PRESIDENT replied that the work of the Commission was still only in the stage 'of 
procedure. A definite proposal had been made to the Commission by M. de Modzelewski. Some 
speakers had made suggestions which the Bureau would use for drawing up a draft agenda 
in accordance with M. de Modzelewski's proposal, to take the report by the budgetary experts 
as a basis. · . 

M. LOUNATCHARSKI (Union of Soviet Socialist Republics) thought it would be more prudent 
to state that the discussion would take place within the framework of the report by the budge
tary experts rather than to say definitely that that report would serve as a basis for the ' 
discussion. This would be in accordance with the precedent created by the General Commission 
with regard to the draft Convention. 

The PRESIDENT pointed out that M. Lounatcharski's proposal coincided with the summary 
w?ich he had given at the outset of the Polish delegate's proposal. 

M. DE MODZELEWSKI (Poland) accepted M. Lounatcharski's proposal. 

Dr. Mary WooLLEY {U~ited Sta~es of America) thoug~t that, as a matter of procedure, 
they should .ad.opt. the pnnc1ple-wh1ch was of such great Importance for all their work-of 
budgetary hm1tahon, and that they should then consult experts as to any question of 
currency fluctuation which might arise. 

The ?RE.SIDENT replied that the discussion referred to the agenda and that the Commission 
was cons1denng 1!- proposal to request the Bureau to draw up an agenda which would take 
ac.count of t~e 1mpo~tant suggestions made, in particular, by the delegate of the United 
Kmgdom, while adophng the report by the Committee of Experts on Budgetary Questions as a 
framework for the discussion. 

Agreed. 

THIRD MEETING 

l/eld on Monday, March 14th, 1932, at 3.30 p.m. 

President: M. VALDES-MENDEVILLE. 

4· EXAMINATION OF THE PROGRAMME OF WORK DRAWN UP BY THE BUREAU (document Conf. 
D.fC.D.2). 

The PRESIDENT read the proposals of the Bureau regarding the c · · • of work. omm1ss1on s programme 
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wished to make two suggestions regardi th 
His first suggestion aimed at su . ng . e programme proposed to the Commission. 
to bring it before the CommiJplemhntint this pro~mme to s~me extent, and he proposed 
was to say, when it examined theon r: e~ \ e latt~ discussed po~nt (b) of the agenda-that 
suggestion referred to the order ~f ~ b- ap~u~tda sub-c<;>mmtttee of experts. The second 

Preliminary question . d . e su Jects at down m the programme. Among the 
Jm ssibilit of com ~ l!lserte m part (a) of the programme, the Bureau had included the 
fi po f Y . P nng the ~trength of armaments of various countries on the basis of the 
tcfi~:~ ~;::::o~ ~hut'!s~ de_legat; appreciated the moti_ves which had led the Bureau 

d f · th di . e gmnmg 0 the programme. Th1s had been done to clear the 
re~~nado';ted eby ~~~~n of.~tther fqEestions by the acc~p~ance of a principle which had already 
N h 1 . . mmt ee 0 xperts and Comm1ss1on B of the Preparatory Commission 
bee;r~~ed ~ssthmCsplte -~: thef ~dvantage of this method and of the confidence which could 

m . e om!D1 ee o xperts, the Commission could not blindly accept this principle 
~oreover, ttht~ ~uestlon was closely connected with other points which formed its premises. 

was n~ WJt out good rea~on that the Committee of Experts had only dealt with thi~ 
problem m ~hapter 24:-that IS to say, at the end of its report. The Committee of Ex erts 
h:d re~chtd 1!s c<;>nclus10n as a result of the synthesis of numerous other questions, particu~arly 
t ?se ea t WJth. m Chapter~ 4. 8 and I~ ~f the report. The Commission could not investigate 
th1s J?roblem WJt~ou~ previOusly exammmg the premises, which consisted not only of the 
questions dealt ~th m the above .chapters of the report but also of the question of recruiting 
and ot_her techrucal problems wh1ch had possibly not been taken into consideration by the 
Committee of_Experts. For these.re~sons, M. de Modzelewski proposed to exclude this question 
from the section devoted to prehmmary questions, and to insert it at the end of Chapter 1>. 

Th~ ~RESIDENT explained that the Bureau had thought fit to insert this point among 
t~e prelimmary questions to be discussed by the Commission, partly for the reasons connected 
WJth t~e previous history of the subject, to which M. de Modzelewski had alluded. Before the 
Comm1t~ee of Experts had sat, Sub-Commission B had, indeed, reached the conclusion that the 
cumul~trye effe~t of the differences in the various elements of national defence expenditure 
made 1t 1mposs1ble to compare the strength of these countries on the basis of expenditure 
fi~res. In inserting this point at the beginning of the programme of work, the Bureau bad 
des1red !o obviate any misunderstanding on this subject during the later discussion. Never
theless, 1f M. Modzelewski's proposal was accepted, he had no objection to the question being 
placed at the end of the Commission's work. 

M. LANGE (Norway) requested M. de Modzelewski not to press his proposal. If the question 
of the possibility of comparing the forces of various States on the basis of expenditure figures 
were admitted, even in theory, this would hamper the discussion. Personally, he had been 
convinced, both by the discussion in the Preparatory Commission and M. de Brouckt'!re's 
speech and by reading the report of the Committee of Experts, that it would be useless to 
look to the expenditure on national defence for an element of comparison of the military 
preparation of various countries. If this question were not settled at the outset, there was a 
danger that, in the subsequent work of the Commission, the idea of a possible comparison 
between the budget totals of the various countries would constantly arise. He therefore 
shared the view by which the Bureau had been guided. Until any fresh factors arose to throw 
light on the subject, the Commission would be wise to base its work on the principle of the 
impossibility of comparing the figures of national defence expenditure in different countries. 
The object of examining these figures, moreover, was not to compare the military expenditure 
of different countries, but to have a possibility of controlling the increase or decrease of the 
military preparations in the same country in different years. Possibly, durin~ the discussion 
fresh information would be available of a nature to change the Commission 1 opinion. The 
Commission would be only too glad to receive such information. In the meantime, it was simpler 
from the point of view of the progress of the discussion to lay down as a working principle 
that it was impossible to make comparisons. 

M. DE MoDZELEWSKI (Poland) regret~ed that ~e could ~ot agree":ith the Norw~gi.an delegate's 
explanations. He would have had no difficulty m ac~ep~mg them If the C?mmtss1on ha~ ~een 
the General Commission and if it were a question of pnnc1ple. In that case, m order to facilitate 
the work, it might have been advisable to raise the ~ri'?ciple in question fr~m the ~ut.set. 
The question was, however, ~o~ before the Gener~ Comm~10n, bu~ before a special commiSSIOn. 
It was not a question of pnnc1ple, but a tech.rucal q~est!on whtch had t~ ~e solved OI? the 
basis of figures. In making these remarks, he did not WJSh 1D a~y way to anhctpat~ the atht!lde 
of the Polish delegation regarding Chapter 24 of the experts report. ~erhaJ?S hiS ~elegah?n, 
would reach the same conclusion as M. Lange. Nevertheless, before. discussmg thts ques~10n 
it was the Commission's duty to examine all its premises. It would obVIously have.been posstble 
to facilitate the work by omitting this question from the outset on the ground .that 1t ha~ alrea.dy 
been settled by the Committee of Experts. That would,, however, be m~mpahbl~ With 
the task assigned to the Commissio';l-namely, to re-exannne all the prennses, even If that 
examination led to the same conclus10n. 
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M. VENTZOFF (Union of Soviet Socialist Republics) wished to f!laJ'e ~orne remarks on J>t:half 
of the Soviet delegation regarding the programme of the Comm1~10n s work on the bas!-5 of 
the general attitude adopted by his delegation towards the q~estlon of budgetary reducbo!ls. 
In the Preparatory Commission, the Soviet delegation had pomted ou~ that the o~y effectiye 
means of reducing war material and effectives was the method. of direct ~educ~10n. In 1ts 
second draft Convention, the Soviet delegation had expressed lt.self defimte_ly m favou~ of 
a method of reduction of military expenditure following upon the d1rect reduct10.n of effec~1ves 
and war material. The Soviet delegation could give its support o!llY to a reduc~10n of natlo!lal 
defence expenditure which ~ould t_ake p~ace simul~aneously ~th an _ap~r~table. red~ct1on 
in effectives and war matenal. W1th thiS reservation, and while mamta~mng this pomt of 
view, the Soviet delegation would take part in the practical wor~ of ~h~ Commission on. the 
basis of the programme drawn up by the Bureau. In M. Ventzoff s opmton, that work ~1ght 
help the General Commission to establish principles for the reduction of military expenditure. 

In view of aU these considerations, the Soviet delegation did not oppose the programme of 
work drawn up by the Bureau and the order in which these questions were to be exa~i~ed 
by the Commission. As regards the Polish delegate's proposal, he shared M. Lange's op1mon 
that it was preferable to leave the programme unchanged. 

Viscount MusHAKOJI (Japan) recognised in principle the justice of the Norwegian 
delegate's view, but the actual facts had to be taken into account. This was a question of the 
highest importance, which might lead to prolonged discussions. The Commission had, at the 
most, two or three meetings before the recess. It would be unable to complete the discussion 
on this point before adjourning. In these circumstances, it would be more practical to adopt 
the method proposed by M .. de Modzelewski. · · 

Colonel KARMANN (Germany) agreed with the Norwegian delegate's view. He thought 
Chapter 24 of the report by the Budgetary Experts was of the highest importance. Public 
opinion must be made to realise that it was impossible to compare bltdgetary expenditure. 
But, in view of the great importance of the question, he proposed that the discussion should 
both begin and end with the question of the comparison of budgetary expenditure. . 

The PRESIDENT noted that the Commission had before it a formal proposal by the Polish 
delegate. This proposal, which was supported by the Japanese delegate, was that point A:z 
of the programme of work drawn up by the Bureau should be omitted from the chapter 
on preliminary questions and placed at the end of Chapter D. Before requesting the Committee 
to vote on M. de Modzelewski's proposal, the President pointed out that Colonel Karmann 
had suggested an intermediate solution-namely, to discuss the question of the comparison 
of budgetary expenditure in various countries, in the first place, as a preliminary question 
at the beginning, and, in the second place, at the end of the Commission's work. If M. de 
Modzelewski accepted this proposal, the question would be settled. 

M. DE Monz~LEWSKI (Poland) said he agreed to the German delegate's proposal in order 
to enable a unammous solution to be reached. He would, however, like it to be made clear 
that .t~e principle of the impossibility o~ comparing budgetary expenditure was only accepted 
provisionally and would not even be discussed before the necessary premises had been tho
roughly studied by the Commission. 

M. LANGE (Norway) agreed with this view. He had never contemplated the acceptance 
o~ the principle in question ~therwise t~al?- _provisionally, with the <?bject of avoiding useless 
discussions and not of precluding the· possibility of subsequently reachmg a different conclusion 
He proposed to amend point A:z of the programme to read as follows : · 

". Accepta~c~ o! the p~inciple laid down by the Committee of Experts on Budgetary 
Questions that 1t IS 1mposs1ble to compare the strength of armaments of various countries 
on the basis of the figures of expenditure. " 

. The _PRESIDENT understood M. Lange to propose that the Commission affirmed· as the 
basis o! 1ts ~or~, the provisional acceptance of the impossibility of comparing budgetary 
expenditure m different countries. 

U . P.~K~ARNES (United Kingdom) supported the Bureau's proposal. The delegation of the 
bemte mgdo~ could not admit that budgetary expenditure enabled a comparison to be made 

tw~en t~e mllttary strength of different countries. Previous Commissions had been a eed 
o1n thtds pomt. If the Polish delegate did not agree with this conclusion the matter shougrld be 
c eare up at once. • 



M. DE MoDZE_LEWSXI (_Poland) did not wish to doubt the principle itself. What he wisht>d 
was that the enhre question should be examined and discussed by the Commission. He 
accepted the German delegate's suggestion as explained by M. Lange. 

The, PRESIDENT as~ed whether the Commission agreed that, in accordance with the German 
delegate s proposal, whtch M. de Modze~ewski had accepted, the question covered by point Aa 
of the programme of work should rema1n in its present position but should be insertt>d again 
at the end of Chapter D, so that it could be discussed again if this were called for by the 
examination of other points. 

Mr. BARNES (United Kingdom) agreed on condition that it was provisionally understood 
that. the Commission accepted the principle laid down in point A:a of the programme of work. 

Th~ Norwegian proposal was adopted. 

The PRESIDENT noted that the programme of work was provisionally arcepted, subject 
to the appointment of a technical sub-committee proposed by the Bureau. The reservations 
and observations made by the Soviet delegate would be inserted in the Minutes. 

The programme of work as adopted by the Commission was worded as follows (see 
document Conf.D.JC.D.I4) : 

"A. Preliminary Qwestions. 

" I. Necessity for a uniform presentation of figures for national defence expenditure 
of the various countries (chapter I, introduction). . 

" 2. Acceptance of the principle laid down by the Commtttee of Experts on 
Budgetary Questions that it is impossible to comp~re the strength of armaments of 
various countries on the basis of the figures of expendtture. 

"B. Form and Contents of Model Statemenl. 

" I. Definition of the term 'annual expenditure '. 

" (a) Definition of the term 'expenditure' (chapter 5) 
"(b) 'Exercice' accounts (chapter 6(b)) . 
" (c) Publicity of estimated expenditure on the basis of parhamentary votes 

(chapter 22). 

" 2 • Meaning and scope of the term ' expenditure on national defence '. 

" (a) Secret funds and changes in the appropriations of funds (par~ of chapter J). 
Proposal by the Soviet Delegation (document Conf.D.gg, page 46 (Article 35)). 

"(b) Gross and net expenditur~ _(ch~pter 7). 
" (c) Subsidies, loans and parttctpattons (c~apter 8). 
" (d) Special expenditure caused by reduction of armaments (chapter 9). 
" (e) Extra-budgetary expenditure (chapter Io). 
" (/) Definitions in the draft a!lnex not exhaustive (part of chapter 12). 
" (g) Carrying forward of credtts (chapter x6). h model statement (part of 
" (h) Tables C, D, E and F appended to t e 

chapter 20). 

" 3· Classification of this expenditure. 

" (a) The model statement (chapter 2). 
"(b) Changes in the appropriation of funds (part of c~apter 3)· d 1 statement 
" (c) Contents and classification of the sub-heads tn the roo e 

(cha~~e(~IItefinitions in the draft annex not exhaustive (part of chapter 12). 
" s f f expenditure for the three forces (chapter IJ). 
" ~~ Ti~: ~~:d B appended to the model statement (part of chapter 20). 

" 4· Concordance tables. Derogations (chapter I4 and chapter 4)· 

"c. Qwestions specially concerning Publicity. 

" x .. Date of despatch of returns. Final accounts (chapter 2J). 

" 2. Article 33 of the draft Convention (chapter xg). . 
"3· Communication of certain laws and regulations that may bear on natiOnal 

defence (chapter 21). 
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"D. Questions concerning the fixing of Limits. 

" I. • Virement ' between the limits of the three forces (chapter IS)· 

" 2. Fixing of limits so as to allow for variations in expenditure from one year 
to another (chapter I7)· 

"3· Fluctuations in the purchasing power of various currencies (chapter I8). 
" (a) Proposal by the Swedish delegation (document Conf.D.99. page 48) 

(see also observations by the German delegation [document Conf.D.99, ~ag~ 32]}. 
"(b) Proposal bf the United Kingd<?m dele~ation for .the constitution of 

a special committe~ o experts to stud~ th1s quest~ol! (see mmutes of the second 
meeting of the National Defence Expend1ture Comm1ss1on, page J) . 

• • • 
"Second reading (if any) of point A2: Acceptance of the principle laid down by the 

Committee of Experts on Budgetary Questions that it is impossible to comp~e the 
strength of armaments of various countries on the basis of the figures of expenditure. " 

5· APPOINTMENT OF A SUB-COMMITTEE OF EXPERTS. 

The PRESIDENT reminded the Commission of the reasons contained in the Annex to 
the programme of work drawn up by the Bureau (document Conf.D.fC.D.2). He wished 
to add some remarks regarding the considerations by which the Bureau had been guided. 
The latter had wished to form an idea of the position of the information supplied up to the 
present and had requested the Secretariat to prepare a summary of the returns. He would 
merely give some examples of the information resulting from this work. Out of the sixty-two 
States invited to the Conference, forty-three had supplied information on their armaments 
expenditure. In most cases, the explanations and reconciliation tables requested in the report 
by the budgetary experts were still to be supplied. They were absolutely necessary in order 
to see what expenditure had been included in the returns and what methods had been adopted 
by the various States. The States had been requested to fill in the data on the basis of the 
last closed accounts, but it would appear that fourteen States had given the figures of their 
budget estimates and only twenty-nine States had indicated actual expenditure. Some of 
these States appeared to have given provisional results rather than the final accounts. · 

Of the thirty-seven States possessing land forces and naval or air forces, the returns of 
only twenty-one States showed the expenditure for each of these forces separately. 

The expenditure for formations organised on a military basis had been included by sixteen 
States, eleven of which had shown them separately. · 

Twenty-six States had made a formally complete separation of their expenditure in 
accordance with the four heads of the Model Statement. 

As regards the separation of Head IV (War Material) from the other heads of the same 
category of arma~ents (land, n_aval! air) and also as regards the separation of Head IV from 
the other categones, after takmg mto account the States which had no land armaments 
there were nineteen States in which this separation was formally complete. ' 

This last statement in no way prejudiced the question of the contents of Head IV in 
these nineteen States. . 

F?r these reas?ns, the Bureau ~ad thought fit to propose the appointment of a sub
com~ltte~ of te.chmcal exp~rts. Th1s sub-committee would have a dual task-namely, the 
~xamma~10n, Wl~h the assistance of representatives of the Governments concerned, of 
mformatJon fu~mshed by the l~tt~r and the study o.f ~ighly technical questions which would 
be referred to 1t by the ~omm1ss1on. If th~ Comm1ss1on approved this proposal, the Bureau 
would undertake to subm1t at the next meetmg suggestions regarding the number of members 
of the sub-committee and the manner in which it would be composed. 

G~neral B~RBERIS. (Italy) ~mphasised the importance of the President's statement 
regarding the mformatJon supplied by the Governments. 

. M. J?E IIIODZELEWSKI (Poland) thought it was impossible to do useful work without first 
mtr~ducmg some. order into the information supplied by the Governments. He agreed with the 
President regarding the first part of the sub-committee's terms of reference but he intended 
su1bsegu_ently to make a proposal with a view to extending somewhat the p~wers and sphere 
o actJVJty of the sub-comnuttee. 

. Td~e PRESIDENT asked if it was not preferable for M. de Modzelewski to make hi's pro al 1mme 1ately. pos 
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M. DE MODZELEWSKI (Poland) re li d th t h. 
discussion. He therefore preferred to b;in e 't ~f IS hproposal. ~ight give rise to a lenfthy 
sub-committee. He would however be gu~dl d boreht Pree Co~mlsslo": after appointment o the 

• • I e y t e s1dent's Wishes. 

The PRESIDENT said that M de :Modz I k' 
sion of the sub-committee's te;ms of r ; ews I woulddbe fully entitl~d to propose the exten
be referred to it. e erence as an when questions arose which might 

M. DE QUEVEDO (Portugal) asked h t 't · 
its proposals for the appointment of th; m:m~ en: ;;:ould:e tak~n by the Bureau in making 
sentatives of States accom anied b h . rs 0 e su committee. Would they be repre
they be delegates who were also t~~:c~~~~;~rs?ts, or merely technical experts, or would 

to g~fn ~:~~~Ihr~\:~e~ t~at the Bur~au had no fixed_ views on this J>?int. It proposed 
composition of the sub-com llf?OUS delegations before commg to any decision regarding the 
had consulted the delegation':.Ittee. The Bureau would not make definite proposals until it 

ing 1{~ ~:!t:~tt;~~ ~ ~e,z"::~~":mB,::ft::,~ lo submit at lh1 next meeting concret1 proposals ,gard-

. FOURTH MEETING 

Heltl on Wednesday, March 16th, 1932, at 5 p.m. 

President : M. VALD:£S-MENDEVILLE. 

6. APPOINTMENT OF A TECHNICAL COMMITTEE: DRAFT RESOLUTION SUBMITTED BY THE 
BUREAU (document Conf.D.fC.D.J). 

The ~R~SI~ENT ~e~d the ~aft re~olution ~awn up by the Bureau in accordance with 
the C~mmission s decision at Its previous meetmg regarding the appointment of a technical 
comrmttee. 

A change had been made in the composition of the Committee as regards the representation 
of the United States of America, Brigadier-General George S. Simonds being replaced by 
Mr. Norman H. DAVIS. 

B~fo~e opening the d.iscussion on this p~oposal, the President wished to give the 
Commission some explanations. As regards pomt I of the draft resolution-namely, the 
composition of the Technical Committee-the President pointed out that, in appointing 
M. Radulesco as Chairman, the Commission would be following the practice of the other 
Commissions of the Conference, which usually appointed a member of their Bureau to·preside 
over their sub-committees. 

In order to comply with the general tendency expressed in the Commission, the Bureau 
had wished to make the Technical Committee as small as possible, and had therefore restricted 
it to twelve members. Consequently, the Bureau had possibly not been able to provide for 
the representation of all the systems in force. In order to obviate this defect, the Bureau 
had inserted in the draft resolution the clause authorising the Technical Committee to 
co-opt other experts. · 

With regard to point 2, which dealt with the Technical Committee's terms of reference, 
the President hoped that all the delegations would co-operate actively with the Committee. 
Some of them had perhaps realised that the information communicated by their respective 
Governments presented certain defects, and should be supplemented by further explanations. 

The President then opened the discussion on the draft resnlution. 

M. DE MoDZELEWSKI (Poland) pointed out that the Technical Committee's most important 
task would be to bring a certain uniformity into the replies furnished by the Governments 
on the subject of their expenditure for national defence. It would be difficult for the Technical 
Committee to fulfil this task unless it had exact information as to the budgetary systems 
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in force-that was to say, the budgetary legislation of various countri«:s and the departm~nts 
whose duty it was to propose, accept or supervise budgeta~ expen~ture. Th.e dele~ations 
should therefore be requested to communicate any useful mformat10_n on thl~ subJ~th:U 
the Bureau as soon as possible. For this purpose M. de Modzelewski propose • on ~ . 
of the Polish delegation, the addition of the following paragraph to the draft resolution · 

" The National Defence Expenditure Commission invites the . deleg~tions of the 
States represented therein to supply the Bureau as early as posstble. With compl~te 
information on the budgetary systems in force in th~i~ respectiv~ c_ountnes _(preparation 
of the budget its adoption, execution and supervtston). This mformatlon m~st be 
forwarded by the Bureau to the small Committee of Experts, which must study 1t and 

t 1 " draw up concre e proposa s. 

M. SATO (Japan) thought that the difference in the budgetary system~ was. such a~ to 
give rise to considerable difficulties in the Technical Committee. From th1s pom~ of v1ew, 
the Polish delegation's proposal was highly important, and the Japanese delegation could 
not but support it strongly. · 

M. GIGNOUX (France) said that, for the very convincing reasons given by the Japanese 
delegation, the French delegation supported M. de Modzelewski's proposal. 

M. D' A VILA LIMA (Portugal) said that, in principle, he agreed with M. de Modzelews~i. 
He was, however, afraid that this proposal might carry.the _Technical Committee too far. He ~1d 
not wish the Committee to be made to study the conshtut10nallaw of all States and to examme 
the l.a~fulness. of _budgeta~y ex{>endit~re. If ~·.de .Modzelewski's proposal ~med merely at 
obtammg conc1se mformahon w1th a v1ew to facihtatmg the task of the Committee of Experts, -
M. d'Avila Lima could not but agree with it. 

Colonel KARMANN (Germany) on behalf of the German delegation, accepted the draft 
resolution proposed by the Bureau. He hoped the Technical Committee would get to work 
as soon as possible and that it would refer to the Commission any political questions or ques
tions of pnnciple which might arise during its work, and that it would not lose sight of the 
very close connections existing between itself and the Committee of Experts on Budgetary 
Questions. He expressed the hope that the Committee would, in the first place, devote all 
its efforts to the question of publicity of expenditure, and that it would carefully avoid the 
question of limitation-at any rate, at the beginning of its work. This did not mean that the 
door to limitation should be closed. On the contrarr, he had always been of opinion that 
proper publicity formed the first step towards techmcally possible and morally satisfactory 
limitation. Publicity was the most effective means for future limitation. 

Count CAVALLERO (Italy) desired to make an addition to M. de Modzelewski's proposal, 
the value of which he fully appreciated. The delegations should be requested to send to the 
Bureau, at the same time, one or more copies of the budget and the closed accounts which 
had been used for filling in the model statement, and to supply information regarding the 
sums appearing in the extra-budgetary accounts which had been included in the model 
statements. He made these remarks merely as a suggestion. · 

The PRESIDENT noted that Count Cavallero did not intend to make a formal proposal. 
~n this connection, he pointed out that the information in question existed to a great extent 
m the general documentation at the disposal of the Technical Committee. The Secretariat 
had drawn up a list containing the budgets of most States. Moreover, the Technical Committee 
wo~ld al~ays be in ~ position to request the de~egations concerned to supply any budgets 
whtch. mtght be lackm~. As, moreover, the Itahan delegate's suggestions would appear in 
the Mmutes, the Committee would not fail to take them into consideration. 

M. LANGE (Norway) was afraid that the Polish proposal might, in practice, result in the 
s~pply of a mass of papers, and that the Technical Committee's task might be rather 
hmder~d than fac.ilit.ated by undertakin_g t~eoretical.work on the budgetary systems in various 
countnes. . In pn_nctple, he had no obJeCbOJ:? to th1s proposal, but wished to emphasise the 
danger whtch. 1t mvol~ed. As ~he _Secretanat already ~ad fairly complete information on 
the. problems mvolved m the Pohsh proposal, the delegations might be furnishing information 
whtch would overlap that which w~~ already available. ~n order to meet this disadvantage, 
M. Lange thought M. de Modzelewski s proposal should be mterpreted in such a way as to avoid 
any unnecessary work on the part of the delegations and of the Committee. The delegations 
should merely be requested to supplement the existing information. 

M: HIITO.NEN (Finland) appreciated the Norwegian delegate's fears that the Technical 
Com'!utte~ m1ght be overwhelmed with a mass of papers. In this particular case however 
the rtuatton. appeared. ~o be sli~htl¥ different. The Secretariat possessed inform~tion as ~ 
resu t of vanous enqulfles, but 1t did not possess documentation enabling it to judge who 
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these results had been obtained The fi 
which they were based were k~own T~F· w~~d d~ of real value on1y if all the details on 
a short questionnaire should be dra~ u mru ~gate proposed that, for this purpose, 
in the text of the Polish proposal sho~dar:! the ~earul ng ofTth~ remarks included in brackets 
Committee. ma e c ear. h1s should assist the Technical 

The PRESIDENT asked whether the Co · · · 
proposal, as a further point 4 to be added to~~~:loi Wlti shed to vote o!'. M. de Modzelewski's 

so u on or as an addition to point 3. 

M. DE MoDZELEWSKI (Poland) preferred that an addition should be made to point 3· 

The PRESIDENT asked whether the ob · t uld 
sentence to the end of point 3 : Jec wo not be reached by adding the following 

" It also requests them to fum' h th C · · 
as possible on the bud et 1~ e ~mml!tee With as complete information 
of the budget, its execu~io~s~~:=~:pe~n._~o~ce)1~. the11 respective countries (preparation ... Slon. _ 

~·DE MoDZELE~SKI (Poland) preferred that this addition should be made at the be 'nnin 
~&~:: 3Jei~:. that It should be specified that the information in question should be fufnishe~ 

b f~IGdN.oux (Frdance) s!lggested ~aking clear that the information in question would 
e e m accor ance With a questionnaire. 

The PRESIDENT suspended the meeting in order to enable the Bureau to draw u~ a de/init• text . 

• • • 
When .the meeting reassem~led, the PRESIDENT read the draft resolution in the final 

form submitted by the Bureau, mcorporating the additions proposed: 

"~· The ~a~ional Defence Expenditure Commission resolves to set up a Technical 
Committee cons1stmg of the following members: 

" Chairman: M. RADULEsco (Roumania). 

· "J.fembers: M. ARAKAWA (Japan); M. GROBINE (Union of Soviet Socialist 
Rep_ublics)_; M. jACOMET (France); Colonel KISSLING (Switzerland); Mr. LYON 
(Umted Kmgdom) ; M. DE MoDZELEWSKI (Poland) ; M. SANDLER (Sweden) · Mr 
Norman H. DAVIS (United States of America) ; M. TUMEDEI (Italy) · ComO:ande~ 
RODRIGUES DE VASCONCELLOS (Brazil); M. WORBS (Germany). 

1 

" E:~:ch member of the Committee shall be entitled to be represented by a deputy. 
"W1th the consent of the Bureau of the Commission, the Technical Committee may, 

if the necessity arises, co-opt other experts. 

" 2. The Commission instructs the above Committee : 
" (a) To study the documentation regarding national defence expenditure 

supplied in accordance with the decision of the League Council dated May :ZJrd, 
1931, which was adopted in pursuance of the recommendation contained in Chapter IV 
of the Report of the Committee of Experts on Budgetary Questions (document 
C.182.M.69.1931.IX) ; 

" (b) To study the documentation, information and additional explanations 
to be supplied, in accordance with Point 3 below, by the delegations of the States 
represented at the Conference ; 

" (c) To study the technical questions in connection with the limitation and 
publicity of expenditure which the Commission may subsequently consider it advis
able to_ refer to the Committee ; 

" (d) To submit to the Commission in due course reports on the questions 
referred to it for examination. 

" The Commission requests all the delegations of States represented at the Conference 
to be good enough to supply the Technical Committee with the additional documentation, 
including closed accounts on which t~e mod~l sta~ement had ~n prepared, as .well 
as with the information and explanations wh1c~ m1gh~ be requued _by the Com~1ttee 
in order to carry out its task. It requ~ts them,. m partlc~ar, to furmsh the Comm1ttee, 
as early as possible, with as compl.ete mformahon ~ poss1ble on. the budg~tary syste.ms 
in force in their countries (preparation of the budget, 1ts presentatiOn, adoption, execution 
and supervision), in accordance with a questionnaire to be prepared by the Technical 
Committee." 

The draft resolutio" was adopted. 
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FIFTH MEETING 

Held on 1'uesday, April 26th, 1932, at II a.m. 

President : M. RADULESCO. 

7· REPORT ON THE WORK OF THE TECHNICAL COMMITTEE. 

In the absence of M. de Vasconcellos (President) and of M. ValMs-Mendeville (First 
Vice-President), M. RADULESCO, Second Vice-President, took the chair. 

The PRESIDENT reported to the Commission on the work of the Technical Committee 
and also pointed out some difficulties encountered by the latter, which could only be removed 
with the co-operation of all the deleg.ations rep_resented ?n the Disarmament Co~ference. 
Under its terms of reference, the Techmcal Committee had, m the first place, to examme such 
technical questions relating to the publicity and limitation of expenditure as the Commission 
might subsequently think fit to refer to it ; no question of this ki~d had hi~herto been submitte~. 
The Committee's second task was to study the documents relatmg to national defence expendi
ture submitted in accordance with the decision taken by the Council of the League of Nations on 
May 23rd, 1931, together with any additional documentS and explanations furnished by the 
delegations. · 

As far as this second task was concerned, the Committee, under the resolution adopted by 
the Commission on March 16th, had proceeded to draw up a questionnaire relating to the 
special features of the budgetary systems in force in the different countries. After three 
meetings, the questionnaire was drawn up and was forwarded to the delegations on March :zxst. 
The covering letter to the delegations requested them to send full particulars in three copies at 
the earliest date and, if possible, before April IIth. The documents required were the model 
statement filled in on the basis of the last available closed accounts and in conformity with the 
recommendations of the Experts on Budgetary Questions, the closed accounts or the actual 
statement of account in the year for which the model statement was drawn up, the 
reconciliation table showing the manner in which each figure inserted in the model statement 
had been extracted from the closed accounts or from the final statement of expenditure, the 
necessary explanations as to the method followed for filling in the model statement, the 
budget of the year for which the model statement was drawn up and, lastly, replies to the 
questionnaire regarding the budget system. 

The Technical Committee unanimously agreed that the reconciliation table was 
the most essential document, as it enabled a thorough examination of the model statement 
to be made. Moreover, the Committee thought that for the purpose of this examination it 
would be necessary to have a translation in one of the official languages of the closed accounts 
and of the budgets, at any rate in so far as they concerned expenditure on national defence, 
whether the expenditure formed part of the military budgets properly so-called, those of 
civil departments or those of other public institutions. In a letter of April 15th (document 
Conf.D.fC.D.8), the delegations were requested to forward this translation as early as possible 
and to inform the Secretariat of the approximate date on which it could be supplied. 

When the Conference resumed its work, the Technical Committee proceeded to fix the 
rules of procedure for examining the documentation supplied by the States. It decided 
to state in the introduction to the rules of procedure the guiding principles to which it should 
confo~m and the o~ject it should have in view. The Committee of Experts on Budgetary 
Questions had st~d1ed methods of J?Ublicity and of limitation of expenditure as provided in 
the draft Convention. In its report, 1t had indicated the form in which it considered the model 
statement should be drawn up and had recommended certain instructions which should be 
follow~d in fillin~ in this statement. By examining the documentation submitted to it, the 
!echmcal Committee had ~ow to ascertain whether the model statement was a practical 
!nstrument by mean~ of wh1ch States could set out all the expenditure on national defence 
mcurred by ~hem dunng the course of one year. The documentation must therefore be examined 
from the P?!nt. of view of the universality of .national defence expenditure, its classification, . 
the reconc!l!ah.on o~ the model statement With the figures and accounts published by the 
State! the venfication of these figures and the difficulties encountered by the States in 
drawmg up the model statement. . · 

In its rules of pro~edure the Committee had provided for a written procedure to be followed 
by an o~al procedure; 1t had been aware that the written procedure although longer was the only 
one wh1ch coul~ ensure an effective examination of the docume~ts. It had ther~fore decided 
t~at the que~t10ns and observ:'-tions regarding documents deposited by any Power, together 
With the re_Phes ~o these questions a~d any observations thereon, should be given in writing. 

T~e d1scuss!o~ on ~he observations and on the entire documentation would take place 
~rally m the Committee m the presence of the delegate of the Power concerned The Committee 

fad bee!'~ careful to reserve the right, if necessary, to make a fresh oral exami~ation in the case 
o certam Powers. 
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In its roles of frocedur~, the Committee had laid down the principle of the simultaneity 
of the exchange ~f inf~rmaho~ regarding national defence expenditure. The Committee had 
been aware that 1t was _lm)JOSSlble to examine the documents supplied by one Power if the other 
Powers had not depos1ted complete documents. In submitting the reconciliation table, the 
Powers represent~d at the Conference would be furnishing a means of obtaining an intimate 
knowledge of na~10nal defence expenditure. It was logical and only fair that all Powers should 
first have depos1~ed complete documents in good and due form before the examination of the 
docu!Den~s ~ubm1tted by ~~:ny Power could be undertaken. In order to ensure the application 
of th1s pnnc1ple, the Techrucal Committee had formed a sub-committee consisting of M. Sandler 
(Swed~n) and Colon~ Kissling. (Switzerland) for examining the documents received and 
reporting ~o the Techmcal Committee, which would decide whether the principle of simultaneity 
was su~c1en~y safeguarded and whether the exan~ination of the documents could begin. 
Not until th1s had been done would the documents be communicated to the members of 
the Tt;ehnical Committee and the delegations not represented on that Committee. Until 
!hat time, the documents would maintain their confidential character and would be placed 
m the custody of the Secretary-General of the Commission. 
. ~e President t~en .explained the mechanism for examining the documents and the order 
m wh1c~ that exammahon would take place. Although it had been decided to fix the order 
by drawmg lots, ~orne Powers had stated that they were prepared to agree that their documents 
should be exammed without regard to such order. For instance, Switzerland, the United 
Kingdom, Germany and Sweden had agreed to submit to this examination before their turn. 
There should, however, be no misapprehension as to the meaning of document Conf.D.JC.D.g, 
which stated the order in which the information submitted to the Technical Committee would 
be examined. The delegations should not draw the conclusion that thef were not obliged to 
deposit the necessary documents until their tum came. The examination of the documents 
could not be started until all the Powers had deposited all the documents required of them. 

When the documents were .complete, the Bureau of the Committee would fix a.time-limit 
of about twenty days for the communication of any observations that the delegations might 
wish to make on the documents of a given Power named by the Bureau. A time-limit of ten 
days would then be given for sending replies to such observations. When these replies had been 
received, the discussion on the entire documentation and on the explanations given by the 
delegation concerned would be opened in the presence of that delegation's representative. 
The Bureau of the Committee would take all the necessary steps to enable the periods provided 
for each delegation to start as far as possible every other day or even every day. 

After furnishing these explanations, the President informed the Commission of the main 
difficulty encountered by the Technical Committee. In the first place, the documents were 
not being submitted rapidly enough; the number of Powers who had already deposited 
their documents was very small. Moreover, the nature of the documents deposited 
did not always conform to the conditions necessary for an effective examination. Some model 
statements were filled in on the basis of budget credits; others were not accompanied by the 
reconciliation table and the closed accounts, and others, lastly, were not accompanied by the 
budgets of the year selected for filling in the model statement. In these circumstances the 
Committee could only begin to examine the documents for the Powers who had waived the 
application of the principle of the simultaneous exchange of information. At the present 
time, in the case-of Switzerland and the United Kingdom only, the time-limit fixed forsubmitting 
observations expired on May 10th. The Commission would be aware that the examination 
of the documents of the sixty Powers represented at the Conference would take at least two 
months after the first time-limit of twenty days fixed in the manner he had already stated. 
The Technical Committee's report would be somewhat delayed even if the Powers submitted 
their documents immediately. The difficulty would be much greater if they did not do 10. 
The Technical Committee had been instmcted to examine the documents. It could not carry 
out its instmctions if the documents were not submitted to it. The Committee did not wish 
it to be said that it had not done everything in its power to accelerate its work. He 
wished to draw the attention of the Commission to the difficulties encountered 10 that it might 
address the most urgent appeal to all the delegations to deposit the required documents at the 
earliest possible date. 

M. BoRBERG (Denm~k) agreed that the rules of procedure dr~'!~ up by t~e Technical 
Committee were excellent m every way, and were not open to any cnhcl!lm. It m1ght perhaps 
be said however that the general aim of the Committee's work had been described in somewhat 
categorlcal t~. The Technical Committee should not think that it was prevented, if neces
sary from suggesting modifications in the model statement. He also wished to point out 
that' the roles of procedure were drawn up somewhat too rigidly. For instance, 
Point IV stated that the documents of Powers might be examined if the Powers in question 
offered voluntarily to submit to such examination before lots were drawn. The Committee 
might perhaps be entitled to make an exception with regard to the order established 
by the drawing of lots in the case of Powers who had. made the aame offer after lots were 
drawn. 

The PRESIDENT replied that the Technical Committee had been careful to make its rules 
of procedure as elastic as possible. There was nothing to prevent documents being examined 
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before their turn io the order fixed by drawing Jots in the ca~e of any Powers expressing their 
willingness to _submit to such an examination. The Comm1ttee would, on the contrary, be 
very glad to do so in order to accelerate the work. 

Dr Mary WooLLEY (United States of America) said her Government had submitted 
all the documents requested except the reconcilia~ion table, which would shortly .b~ d~posited. 

·She wished, however, to make a remark regarding the progress of th~ Commtsst?n s work. 
In view of the considerable time which would elapse before the Techmcal Comm1ttee could 
submit its report, which could not be prep_ared for two months even if. the delegations sent 
all the documents requested without delay, tt wou!d appear that the Nat101~al Defence Expen
diture Commission would be obliged to postpone 1ts work, at any rate until the end of June, 
and could not resume it until it had received the Technical Committee's report. 

The PRESIDENT replied that the Technical Committee would be able during the course 
of the following week to give an opinion whether it could fix the opening dates of the 
periods for making observations on the documents deposited by the various States. Once 
this point was established, the Technical Committee ~ould sit in the mo.rning and the Commis
sion in the afternoon. The latter would not be obhged to postpone 1ts work. 

Colonel KARMANN (Germany) expressed his appreciation of the President's clear statement. 
On behalf of the German delegation he strongly supported the request that the delegations 
should furnish any documents which were lacking at the earliest possible_ date. 

M. DE QUEVEDO (Portugal) explained that his Government had used the figures.of budget 
estimates in order to fill up the model statements. These figures were, as a rule, in conformity 
with the closed accounts, since for many years the Portuguese Ministry of Finance had not 
been asked for additional credits. · 

M. MASSIGLI (France) wished to make a remark which had occurred to him during the 
President's statement. The machinery set up by the Technical Committee was without 
doubt admirable in its precision, and the Committee could not but be congratulated on it. 
Considerable uneasiness must, however, be felt regarding the consequences which the inevitable 
slowness of the Technical Committee's enquiry might involve for the work of the Conference as a 
whole, if the Committee intended to make a close study of the documents submitted by all the 
Powers represented at the Conference. It should be remembered that the Conference could 
not take a decision regarding the system of budgetary limitation unless it had at its disposal 
the conclusions of the Expenditure Commission. The latter in turn could not express its. 
opinion until it had received a reply from the Technical Committee. Until that reply was 
received, it would be impossible to state whether the method of limitation and publicity 
of expenditure proposed by the Committee of Experts on Budgetary Questions was feasible. 
This showed the great importance of the Technical Committee's work for the entire Conference. 
He did not underestimate the difficulties of the task entrusted to that Committee. The 
questions submitted to it were entirely new for the Governments, most of whom had experienced 
great difficulty in filling in the model statement. He would ask whether it "was not possible 
to accelerate the work, in the first place, by urging the Governments to deposit the missing 
documents at the earliest date, and, in the second place, by speeding up the procedure. The 
Technical Committee was not asked to supervise all the figures contained in the model state
ment, but to state, on the one hand, whether the Governments met with difficulties in filling 
in the model statement in accordance with the instructions of the budgetary experts and, 
on the other, whether, after examining the documents and the information supplied by the 
Governments, it was possible to ascertain (1) that all the expenditure relating to national 
d?f7nce had been included i~ the m~del. statement and (2) that this expenditure had been 
d1v1ded up among the categones to wh1ch 1t really referred. In order to reply to these questions, 
~he Technical Committee was. not necessa~ily obliged to make a close study of each figure 
m the model statement. It mtght be sufficient to make one or two random tests in the docu
n:tents of each of the Powers represented at the Conference. Moreover it might reduce the 
hme-~imi~s which it ha_d fixed, sin~e it would no longer be necessary' to make a complete 
examn~at.ton of the particulars supphed by each country. One thing was certain: the General 
Commas~aon would ~o~stantly encounter questions which were within the competence of the 
Expen.dature Co~nuss1on, and the l.atter could not give an opinion without consulting the 
Tec:hm~al Commatte~. Tha~ e:xplamed the apprehensions felt by the French delegation, 
wh1ch 1ts representative was m duty bound to lay before the Commission. 

T~e PRESIDENT, while realis~ng M. Mass~gli's uneasiness, pointed out that the Technical 
Commt~tee had to leave the domam of ~heoreh~al ~ommendattons contained in the budgetary 
experts report and enter that of prachcal apphcahon ; it had to enquire whether the theoretic 
syste~ drawn up by the exl?ert~ C?uld be put into practice. That was a long task. The 
Comm1ttee would do everyt~mg m 1ts power to shorten the work, but it must be remembered 
t~at ~he delay was due prmctpally to the fact that it had not the necessary material for begin
nmg tts work. The penod of twenty days fixed by the Committee should not be regarded as 
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an absolute limit. It might be reduced according to circumstances. Nevertheless, this period 
was only apparently a long one. If all the Powers submitted their documents in time and if the 
Committ~ could from day to day progressh·ely fix the opening dates for the uamination 
of the var1ous Powers' documents, the period would in reality be not more than forty-eight 
hours. 

In reply to M. Borberg, the President stated that the Technical Committee could not 
take ~he initiative in proposing any alteration in the model statement. Its duty was merdy 
to pomt out any defects. If necessary, it was for the Commission to discuss and decide upon 
the necessary alterations. 

Colonel RIAZl (Persia) drew the Commission's attention to the difficulties encountered 
by his ~vernment !~ drawing up the model statement. The Persian army was being wholly 
reorgamsed. The m1htary credits for the year 1931-33 had been voted as a total amount. It 
had been left to the Minister of war to distribute this total amount among the various 
departments of the army. Moreover, as the Persian budget year ended on March :axst, 
1932, the Government could not give the figures for the year 1931-33 in the model statement. 
Lastly, in view of the depreciation of Persian currency and of sterling, the Persian Government 
had been compelled to apply for an additional credit in order to make up the deficit due to 
the difference in the rate of exchange. For all these reasons, the information required of 
the Persian delegation could not be supplied until the beginning of May, 

The PRESIDENT pointed out that it was not essential to fill in the model statement in 
accordance with the closed accounts for 1931. It would be sufficient to base the model statement 
on the figures of a budget year for which closed accounts were available. 

M. SANDLER (Sweden) realised that M. Massigli's uneasiness was well founded. He did 
not think, however, that the Technical Committee could merely make random tests of the 
documents supplied by the Powers. If the Committee required too much, there was a danger 
that it could not begin its work, but if, on the other hand, it did not require enough, there 
was a danger that it might never be able to finish. A middle way must be found which would 
make it possible both to begin and to end. The essential condition for the success of the 
Technical Committee's work was, as the President had said, co-operation between all the 
delegations represented at the Conference. If the Committee rece1ved such co-operation, it 
would do all in its power to accelerate the progress of its work. 

Viscount MUSHAKOJI (Japan) congratulated the Committee on the work it had 
hitherto accomplished. He understood M. Massigli's uneasiness, but from a practical point of 
view he inclined more to M. Sandler's opinion. 

Colonel KARMANN (Germany) agreed in principle with the French delegate. The German 
delegation would support any proposal for accelerating the work of the Conference. He pointed 
out, however, that the Technical Committee had a very complicated task. Its report must 
form a firm basis for the work of the Commission, and nothing should be left undone to make 
it as complete as possible. If this task was properly fulfilled, the Commission which had been 
the last to start might be the first to reach the goal. 

Mr. BARNES (United Kingdom) supported the speakers who had pleaded for rapid action. 
He was in particular agreement with the Swedish representative's view that more haste 
might mean less speed. It might appear that not much real progress had hitherto been made, 
but those who were in touch with the Technical Committee were aware how earnestly and 
assiduously it had approached its task. The Commission was now passing from theorr. to 
practice. The essential point was to provide the Technical Committee, as soon as poss1ble, 
with the information it required. The delegation of the United Kingdom, after that of 
Switzerland, had agreed voluntarily to submit its accounts for examination before its turn. 
It had done so with some hesitation, for it was no light task to submit accounts, the authors 
of which had had no thought that they would be subjected to the critical examination of such 
a competent i1_1ternational body ~ the T~hnical Cl?m.mittee. The delegation of. the United 
Kingdom considered that the earbest poss1ble subm1ss1on of the documents requ1red was the 
best way to ensure success. 

M. MASSIGLI (France) said he had no intention of criticising the Technical Committee or 
the method which it had followed. He had merely wished to draw attention to one of the aspects 
of the problem on account of the possible consequences of applying the method adopted. 

The PREsiDENT called the roll of the countries represented at the Commission and 
requested them to state by what date they could furnish the required documents. 

Major PlENAAil (South Africa) said the documents required would be deposited in a 
week. 

M. Lee KuRTI (Albania) said the documents would be deposited in ten days. 
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Colonel KARMANN (Germany) stat~d the docum~nts regarding his_ country would be 
submitted in ten days in German and m four weeks m one of the official languages of the 
League of Nations. 

Colonel MoRO (Austria) said that the Austrian documents would be furnished at the latest 
on May 15th. 

, M. PRENEN (Belgium) fixed May 15th as the limit on which the Belgian delegation could 
submit complete documents. 

M. RIBEIRO (Brazil) and Colon~l MARINOFF (Bulgaria) also promised to supply the 
documents for their respective countnes by May 15th. 

Mr. PEARSON (Canada) said the Canadian delegation had deposited the documents required 
on the morning of the same day. He hoped these documents were complete. 

M. Lwu VoNTAO (China) said the Central. Government had been requ~sted to furnish 
the documents required and they would be rece1ved shortly. He drew attention ~o the de!ay 
which would be caused by translating these documents. He hoped that the mformat10n 
regarding his country would be deposited in about a month. 

M BoRBERG (D~nmark) said the documents requested had left Copenhagen and were 
expect~d at Geneva. Denmark agreed that her docume~ts should be ex~mined wit~out regar_d 
to the order fixed by drawing lots. In reply to a question by the President, he sa1d that th1s 
implied that Denmark waived the application of the principle of simultanei~y. 

M. PEDROSO (Spain) thought that some documents could be supplied very shortly. 
Other documents could only be submitted about May 12th to 15th. 

M. SCHMIDT (Estonia) said his Government had furnished complete documents. The only 
document which was lacking was the budget, which the Government had been requested to 
supply. Only a small n~mber of copies o~ this document were printed and it m_ight, there~ore, 
not be available. In th1s case the Estoman delegate would request the Techmcal Committee 
to refer to the copies in the Library of the League of Nations. , 

Dr. Mary WooLLEY (United States of America) announced that the documents of her 
country would be complete about May 15th. 

M. HnTONEN (Finland) said the documents concerning Finland were at present on the, 
way. They could probably be deposited on Monday next. 

M. MASSIGLI (France) said the French delegation had submitted complete documents 
on April 12th. , 

M. PIPINELIS (Greece) promised the required documents for May 15th. 

General T ANczos (Hungary) announced that the Hungarian documents had been deposited 
that morning. · 

Colonel ELLIS (India) informed the Commission that his Government had already 
sent the required documents. The Indian delegation waived the application of the principle 
of simultaneity. 

M. CAMBI (Italy) stated that the Italian documents were complete except as regards the 
closed accounts which were at present being printed and could be deposited at an early date. 

Viscount MusHAKOJI (Japan) stated that, on receipt of the letter of March 21st, the 
Japanese delegation had cabled to its Government for the original texts of the estimates 
and accounts for 1929, the figures of which had been used to fill in the model statement. It 
hop~d that the~e documents would arrive within ten days. When the Japanese delegation 
re~e1ved them .1t would supply all the documents requested in the above-mentioned letter, 
w1th a translation of the texts of the estimates and accounts relating to expenditure on national 
defence. As _regards t~e. reconcil~atio~ table, the Japanese delegation had drawn it up in, 
accordance w1th the Bntlsh Admiralty s model. Although the Japanese delegation was not 
prepared to waive the principle of simultaneity, it relied on the Sub-Committee's judgment 
to place an elastic interpretation on that principle. 

M. LANGE (Norway) stated that the missing documents would be received in two weeks. 
Norway waived the application of the principle of simultaneity if such a step was calculated 
to accelerate the work . 

. M. VLIEGEN (~etherlands) said that the reconciliation table, the only document which was 
lacking_ as f3.! as h1s ~ountry was concerned,, would be ready in a fortnight in respect of the 
expenditure _mc~rred m the Netherlands and m three weeks in respect of the expenditure of the 
oversea temtones. The Netherlands Government waived the principle of simultaneity. . 
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M. DE MODZELEWSKI (Poland) said that the documents relating to his country would be 
complete at the end of the week. 

M. DE QUEVEDO (Portugal) stated that documents drawn up on the basis of closed 
accounts could be submitted about May 1oth. 

Colonel GAMOESCO (Roumania) thought his delegation would require ten or fifteen days 
in order to deposit complete documents. 

M. ~ANDLER (Sweden) said the documents relating to his country had been deposited on 
the preVIous day. 

M. FARSKY (Czechoslovakia) said that all the documents requested had been deposited 
except th~ reconciliation table, which would be ready on the following day, and the replies to 
the questionnaire on the budget system, which would be supplied in ten or fifteen days. 

Necmettin SADIK Bey (Turkey) fixed May 15th as the date on which his delegation 
could submit the additional documents requested. 

M. VENTZOFF (Union of Soviet Socialist Republics) announced that the Soviet delegation 
had that morning submitted information relating to the budget system. The other documents 
would be ready about May 15th. 

M. PERNE (Yugoslavia) thought the remainder of the documents to be supplied by his 
delegation could be deposited on May Ioth. 

The PRESID~NT noted that the replies were not very encouraging. On an average, the time 
required extended up to May 1oth or 15th. Four countries had waived the principle of simul· 
taneity. That would somewhat facilitate the work. 

M. MASSIGLI tFrance) $aid that the French delegation, which had requested that the work 
of the Technical Committee should be accelerated as far as possible, felt compelled to do every
thing in its power to reach that aim. If it was found that the application of the principle of 
simultaneity might hinder the progress of the work, the French delegation would consider 
the possibility of waiving that principle as far as it was concerned. 

Colonel RIAZJ (Persia) stated that Persia also would waive the principle of aimultaneity 
as soon as the documents expected were received. 

SIXTH ~IF.ETING 

Held on Friday, May 6th, 1932. at 3.30 p.m. 

President : M. DE VASCONCELLOS. 

8. DOCUMENTATION SUPPLIED BY THE jAPANESE DELEGATION: APPLICATION OF THE 
PRINCIPLE OF SIMULTANEITY. 

Viscount MusHAKOJI (Japan) wished to state before the general discussion began that hia 
delegation had handed all the documents regarding budgetary exr;nditure to the Bureau 
of the Commission on May 5th. At the same time, the delegation Wished to state that it was 
prepared to waive the principle of simultaneity as soon as all countries represented in the 
Technical Committee had sent in their documents. 

9· STATEMENT BY THE PRESIDENT: ORDER OF THE DISCUSSION. 

The PREsiDENT said it had been thought useful to convene the Plenary Commission 
before the Technical Committee finished its work. It was true that some questions would 
have to be decided by the Technical Committee before they could be discussed by the Com
mission, but there were other questions which the Co~~ssion coul~ discuss without delay. 
He referred to the agenda, which opened with two prehmmary quest10ns, namely : 

(I) Necessity for a uniform presentation of figures for national defence expenditure 
of the various countries. · 

(2) Impossibility of comparing the strength of armaments of various countries 
on the basis of the figures for defence expenditure. 

•AT. DEl'. UP, C:O .. Z, 
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10. DISCUSSION OF THE FIRST PRELIMINARY QUESTION: NECESSITY FOR A UNIFORM 
PRESENTATION OF FIGURES FOR NATIONAL DEFENCE EXPENDITURE OF THE VARIOUS 

COUNTRIES ; PROPOSAL BY THE GERMAN DELEGATION. 

M. jACOMET (France) sai~ .the .French ~el~gation was of opinion tha~ for any convent!on 
regarding limitation or .pubhc1ty It ~as md1spensable to have some mstrument enablmg 
information to be submitted on a umform basis. 

It had been found in the Technical Committee that there were great differences in 
the manner of preparing the budgets of different countries. In some countries the budgets 
were prepared on the basis of gross expenditure, and in others on net expenditure. The difference 
between net and gross expenditure was often very great. In many countries the expenditure 
on State enterprises was included in the budget figures, while in other countries such enterprises 
were autonomous and their figures did not appear in the military budgets. There was an increas
ing tendency to include expenditure for national defence in civil budgets. The military budgets 
were thus mcomplete, and it would be misleading to regard them as containing the total 
military expenditure. Again, in some countries pensions were included in the military budget, 
while in other countries they figured in the budget of the Ministry of Finance or the Ministry 
of Pensions. There were, further, considerable divergences in the method of treating military 
expenditure in the colonies. The system varied according to the nature of the ties between 
the colonies and the home country. In some cases the home country included colonial military 
expenditure in its budget, while in other cases it appeared in the budgets of the colonies. Lastly, 
there were in some cases working funds of large amounts, which should be subject to limitation, 
and in many countries there were special funds from which payments could be made without 
being included in the budget. All these factors created confusion and made comparison 
extremely difficult. It was therefore essential to arrive at a common conception of national 
defence expenditure. For this purpose a conventional list of expenditure must be drawn 
up, classified in a uniform manner for all countries. That was what the Committee of Experts 
had done. 

In this respect the French delegation entirely agreed with the principle laid down by the 
Committee of Experts on Budgetary Questions. 

~olonel KA.RMAN.N (Germany) ~as glad that the Bureau had placed the two cardinal 
questions of umform1ty and companson at the head of the agenda. These two questions, 
connected as they were with the fluctuation of currency and the preparation of the budget, 
were the most important points which the Commission had to decide. 
• He agreed with the French delegate that a formula should be arrived at for comparing 
figures in respect of limitation and publicity. His delegation was prepared to accept the model 
statement drawn up by the budgetary experts, except for some minor points which he would 
refer to Ia ter. 

He agreed with the French delegate as to the necessity of unifying the more important 
documents. He thought, however,. that not only should the reconciliation tables be made 
uniform, but the budgets of the various countries should also be drawn up in a uniform manner. 

He approved the. Soviet delegation's proposal, contained in paragraphs 178 and 179 of the 
Report by the Committee of Experts on Budgetary Questions that all expenditure on national 
defence should be collected into one group of the budget. ' 

He read the following proposal : 

. " Co~sidering ~hat the value of the budgetary documentation to be submitted 
mcreases m proportion to the correctness and clearness of the data furnished the German 
delegation makes the following proposal : ' 

" (r) The reconciliation tables are to be submitted on a uniform model in 
ac~ordance ~ith the principle that the model statement must be drawn up on a 
umform basis. 

·: (2) In.~onformity with the same principle, the German delegation would be 
glad lf. the m1htary budgets and the corresponding closed accounts of the various 
countnes were also drawn up on a uniform model. 

h ·~In. any case, t~e German. deleg!ltion strongly supports the original proposal made by 
t e <;>viet delegation, contamed m paragraphs 178 and 179 of the Report by the 
Com~~ttee of ~x~rts on Bud~etary Questions set up by the Preparatory Commission, 
accor mg to wh1ch all e~pendi~ure for the maintenance of armed forces of an countr 
shall be brought together m a Single chapter of the State budget'," y y 
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Mr. BARNES (United Kingdom) said that all were in sympathy with the object put forward 
by the French ~nd German delegates in respect of the uniform presentation of statements. 
But h~ thought 1t better to proceed ·with caution. As the President had pointed out, a number 
of ~mts would have to be postponed until the Technical Committee had reached certain 
dectsJOns. For the moment he thought it was better to ket>p to general principles. 

He understood that the German delegation had proposed that all countries should be 
requested to draw np their budgets on uniform lines. The work of the Commission would 
in any case be lengthy, and if any attempt were made to carry out such a revolutionary 
proposal the work would be still further prolonged. What the Commission should insist upon 
was a uniform model statement and reconciliation table, together with certified dost-d accounts. 

The Commissi011 '"'""imot~sly accepttd the principle laid down in this item of the agenda. 

II. DISCUSSION OF THE SECOND PRELUUNARY Qt'ESTION: IMPOSSIBILITY OF C"O!IIPARING 
THE STRENGTH OF ARMAMENTS OF VARIOUS CoUNTRIES ON THE BASIS OF THE FIGURES OF 

DEFENCE EXPENDITURE : STATEMENT BY THE FRENCH DELEGATION. 

The PRESIDENT pointed out that at the meeting on March 14th it had bt•en dt->cided to 
deal with this question at the beginning of the discussion and at the same time to leave it 
open for subsequent discussion. He pointed out that the budgetary experts had strongly held 
the view that the figures in the model statement could not be used as a basis for comparing 
the level of armaments in different countries. 

M. jACOMET (France) proposed that, in view of the importance of this question and Its 
effect on questions to be subsequently dealt with, it should be discussed immediately. 

Colonel KARMANN (Germany) supported this view. 

M. jACOMET (France) made the following statement: 

" The Commission on National Defence Expenditure is acting quite rightly in raising, 
at the outset of its discussion, the preliminary question whether it is possible to 
compare the strength of armaments of vanous countries on the basis of the figures of National 
Defence Expenditure. 

" The reply to this question will have a far-reaching effect on our subsequent discussions, 
when we have to decide whether the model statement of expenditure drawn up by the experts 
is to be used for the purpose of publicity or of limitation. 

" Moreover, everything, or almost everything, has already been said on this subject. 
" It has been dealt with in turn by Sub-Commission • B' and Sub-Commission 'A' 

of the Preparatory Commission and also by the Committee of Budgetary Experts, and these 
three bodies have replied that it was impossible to compare the strength of armaments of 
various countries on the basis of the figures of their military expenditure. 

" During these discussions the French delegation has always affirmed its categorical opinion 
on this point and has declared that armaments expenditure cannot in any case be comndered 
as a criterion for comparing the armaments themselves. 

" The French delegation, which attaches primary importance to this question, would 
therefore like to summarise the essential arguments on which its conviction is based. 

" Every military budget comprises essentially : 

" (a) Expenditure for personnel ; 
"(b) Expenditure on material. 

" E%pefJiliture for Personnel. 

"The expenditure for personnel may be subdivided into

•• Pay; 
"Expenditure for maintaining the effectives. 

"The rates of pay are fixed in each country in accordance with the standard of living. 
The standard of living, however, differs greatly in different countres, so that the pay of soldiers 
of the same rank, when reduced to its gold value, represents very different rates. If the pay 
of a certain rank is represented by 100 in one country, it may be so, ISO, 200, or even 400 in 
other countries. 

" But the total expenditure on pay also varies with the type of organisation oft he armies. 
In a professional army the expenditure for pay is relatively higher, in principle, than in a 
conscript army. Volunteers and professional soldiers receive high rates of pay, while, on the 
other hand, compulsory military service is regarded as a tax and the remuneration to which 
it usually entitles the soldier is negligible. 
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" In a conscript army a reduction in the durati?n of servic~ !~lay bring ~bout an i.~crease 
in the expenditure for pay, on account of the necess1ty of recrmtmg professiOnal sold1ers for 
training and for the cadres. A conscript army, with a very short period of service, might be 
one of the most costly forms of military organisation. . 

"The expenditure on pay in different countries, therefore, bears no relation to the number 
of effectives with the colours. 

,. Expenditure for maintaining personnel-that. is to say, expe~diture w~ich aim~ at 
immediately satisfying the material needs of effechves (food, clothing, lodgmg, heatmg, 
etc.)-depends on the standard of living. of the troops, which is itself related to the general 
conditions of life the customs and the climate of the country. 

"In all thes~ respects there are considerable divergencies. If we consider merely expenditure 
on food it wiii be seen that the amount of such expenditure is affected very differently by the 
conditi~ns of national production and by customs policy. 

"The movements of internal prices vary greatly in different countries during the same 
period. · 

" Morl)over, the various material needs of the troops are supplied sometimes by private 
enterprise and sometimes by administrative services, which function very differently in 
different countries and employ labour and materials at very different rates. 

" In some armies, the labour required by such services is partly furnished, without any 
special pay, by men belonging to the annual levy; if the duration of military service is reduced, 
it becomes necessary to call in permanent salaried labour, which places a heavy burden on the 
maintenance credits of the troops.\ · 

" These administrative services are organised on more or less industrial lines in different 
countries and their output varies greatly. Consequently, comparisons of expenditure relating 
to the maintenance of effectives cannot give even an approximate idea of the strength of such 
effectives, or of the manner in which their material needs are satisfied. 

" Expenditure on Material. 

"With regard to the expenditure on material, it may be noted that thecostofmaintenance 
and of the manufacture of war material or buildings is influenced by the price of materials, 
wages, the conditions of manufacture, the degree of industrial yield, the amount of capital 
invested and the markets. 

" These elements vary considerably in different countries. . 
" The maintenance of the material demands expenditure both for wages and for current 

materials, such as carpentry and painting in the case of maintaining buildings and spare 
·parts, tools, ~acking,lubricating grease and oil for the maintenance of the material: . 

" The pnces of these current materials vary greatly in different countries. Labour is some
times sup~lied by the men of the annual levy and thus costs nothing or practically nothing, 
and someh~es by a permanent staff of workmen whose wages vary considerably. 

" To giVe merely one example : according to information obtained from the International 
Labour Office, a mason received for 48 hours' work in October 1931 : 

" In Brussels . . 
"In Paris 
"In London .. 
" In Philadelphia 

Dollars 

8.34 
12.29 
15.59 
72 to 84 

" ~his me.ans that in Ame.rica the a~ou~t of gold ~equired to pay for one week's work of a 
mason IS fiv~ hmes.as great as m Great Bntam, seven hmes as great as in France and ten times 
as great as m BelgiUm. · 

" Again, the yield of the ~or~ ~ar~es in different countries. This depends on the relative 
value of the workmen and the1! disc1pl~ne, bu~ ~ore particularly on the method of organising 
the ~.ork, the deg~ee of perfecho!l and mdustnal1sation of the services . 

. h Theexpend~tureon the mamtenanceof material therefore cannot in anyway be a criterion 
elt ~r of the relative value of the materials or of their degree of maintenance in the different 
arm1es. · 

f t 
" Buft these fact~ become even more evident when analysing the expenditure on the manu

ac ure o war matenal. 
".The expenditure on manufacture or construction varies according to the cost rice of the 

:~~~~~~t~:i~f~~~~~i~J?;~~~t::~:;-!icle includ~s the wages for the labour employe~. the price 
of the establishment or undertaking c~~;~~ a~~l~hnd,lastly,partofthegeneral.expenditure 
mot~~ p~wer, transport, ~artaf?e, etc. g e manufacture or construction, such as 

Th1s general expend1ture 1s moreover more or I 1 d · · 
organisation and concentration of the undertakings a~~ ~hev~t: a~~or~mg to the degree of the 
be subdivided broadly into expenditure on wages and ma~~~:s1 Y o manufacture. It may 
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" If we examine in tum the elements of cost price, it will be noted in the first place that 
the co;;t of_ la~ur has always varied according to the country. There have always been 
cou~t!les With h1gh w~ges and countries with low wages, corresponding to the various standards 
of livm&' of the working classes. Economic and monetary disturbances since the war have 
further mcreased these divergencies. 

" A fitter received for 48 hours' work in October 1931 

" In Brussels •• 
"In London 
"In Paris 
" In Philadelphia 

Pollan 

7.61 
u.so 
u.z5 to u.95 
29.81 

"A labourer received for the same number of hours at the same period: 

"In Bmssels ••• 
"In London 
"In Milan • • • 
" In Philadelphia 

.. . 
Pollan 

5.69 
9-00 
S-35 

21.48 

" These figures show bow widely the level of wages varies in different countries. 
. " ~Vith regard to the material employed for the manufacture of implements of war, the 

pnce differences are obviously less great, though still quite appreciable. According to the 
Motlthly Bulletin of the Permanent Office of the International Institute of Statistics, in 1931 
a metric ton of cast iron was worth in Belgium Sto, in France S9.64, in England $11.30 and 
in the United States $17.09. There are similar differences for other materials, such as coal. 

" In addition to these elements, account must be taken of fiscal and social charges which 
enhance the cost price. An important British review in 1931, in comparing three great European 
countries in this respect, pointed out that, if the industry of one of these countries was considered 
as paying 100 in taxes and social charges, the other two countries paid respectively 64 and 17, 
43 and 4· . 

" As the average price of labour and material is known in various countries and as the 
relationship of fiscal and social charges has been determined, it is obvious that learned calcula
tions could be made and combined with a certain number of index figures, in the hope of 
ascertaining approximately what quantities of materials each country could respectively 
procure with the same amount of money. 

" But such a calculation, which would be extremely complicated, would in the long 
run be entirely useless, as no account would be taken of the industrial output, which shows 
endless variations in different countries. 
. " The industries in which labour organisation has been brought to a hi~h level and in 
which production is stabilised have low cost prices in spite of high wages ; 1t is this which 
enables countries with high wages to compete successfully in industrial production with 
countries having low wages. The degree of the industrial yield in each country cannot be 
exactly defined. The endless variety of the aspects of the economic and social life of the nations 
cannot be tied down by formulas or figures. 

" If it is stated that one country has expended more on a certain branch of its industry 
than its neighbour, this statement, though perhaps correct, will be valueless, since the other 
country may, in spite of its smaller expenditure, have a much greater production in virtue 
of the greater output of its industry. 

" The important point of comparison is not the expenditure but the effective C?utp~t. 
" It will be seen from the above remarks that the elements of cost vary to an mfimte 

extent in different countries. Since the cost price characterises the expenditure, it will be 
seen that the latter gives no accurate idea at all of production. 

" The inevitable conclusion, therefore, is that a comparison of expenditure on national 
defence cannot give even an approximate idea of the respective strength of the effectives or 
of the output of the administrative services or national defence industries. 

" Expenditur~ is the_refore not a criterion for comparing the a~maments o_f different S_ta~es. 
" It is thus 1mposs1ble to compare the armaments of vanous countnes by furmshmg 

expenditure statements. 
" But by furnishing expenditure statemef!tS in successive yea_rs, it will be possible to 

estimate the course of development of expenditure by each State 10 respect of armaments. 
" By comparing the figures for tot~ expenditure and for the variou~ ca~egories of_ expendi

ture contained in the model statements 10 each State from year to year, 1t will be possible, after 
a number of years, to draw the curve of each country's expenditure and thus to measure 
the actual development of its armaments. 

" Just as it is impossible to judge of the administration of an undertaking by examining 
a single balance-sheet, so it will be necessary to follow carefully the development of the 
expenditure statements and to interpret them correctly-that IS to say, to take account 
of the changes in the military organisation and variations in the internal purchasing-power 
of money, in conjunction with price-index figures. 

" The uniform statements of expenditure on the model drawn up by the Committee of 
Budgetary Experts and submitted for the approval of the Expenditure Commission, while 
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not rmitting of any comparison, will m~ke it ,POSSible to follow the e!olution of the ex~n
diture of each country on armaments in relation to its total expenditure and the vanous 
categories of expertditure, and will thus enable the development of the armaments themselves_ 
to be followed. " 

12. TRIBUTE TO THE PRESIDENT OF THE FRENCH REPUBLIC. 

The PRESIDENT regretted to inform the Commission that, according to information i~st 
received, an attempt had been made upon the life of the Pr~sident of _the ~re.nc~ Re~ubhc. 
He felt sure he was voicing the sentiments of his colleagu~ m expressmg h1s mdignahon at 
this terrible crime and his sympathy with the French nation. 

M. Charles DuMONT (France) thanked the President ~n behalf of the F(ench delegation, 
and said he would transmit this message of sympathy to h1s Government. 

Dr. Mary WooLLEY (United States of America) associated herself wi.th the President's 
remarks, and referred to the traditional bonds of friendship between the Umted States and the 
French Republic. · 

Colonel KARMANN (Germany) proposed that the Commission should express its sympathy 
with the French delegation by adjourning the meeting. 

SEVENTH MEETING 

Held on Monday, May cyth, 1932, at 3.30 p.m. 

President : M. DE VASCONCELLOS. 

IJ. TRIBUTE TO THE MEMORY OF M. P:'"UL DOUMER AND M. ALBERT THOMAS. 

The PRESIDENT felt sure he was interpreting the unanimous feeling of the Commission 
by participating in the mourning in which the French nation had been plunged by the tragic 
death of its revered President. He begge4 the French delegation to transmit to the Govern
ment of the Republic the condolences and the expression of heartfelt sympathy of all the. 
members of the Commission. In these tragic hours the thoughts of all would go out to her 
who had been the faithful companion of a life full of virtue and devotion to the public cause. 

M. jACOMET (France) thanked the President and said that the expressions of sympathy 
received from all sides by the French delegation would attenuate the grief it felt at the loss 
of the head of the State, who had beeri venerated by the whole nation. 

The PRESIDENT was grieved to note that the blows of misfortune had not ceased to fall 
on France. The members of the Commission unanimously deplored the disappearance of 
an~ther great Frenchman, M. Albert Thomas, who united all the qualities of mind and heart 
wh1ch ~ake a man eminent. His i!ldomitable will and great eloquence had been placed in 
t~1e serv1~e o~ Fr:'-nce a!ld of humamty .. M. Albert Thomas had devoted the last years of his 
hfe to an mshtuhon wh1~h was an essen hal part of the League of Nations. His untiring activity 
had made the lnterna~IO!lal Labour Organisation an institution of world importance. The 
members of the Comm1ss1on mourned the death of this great man and shared in the grief of 
the French delegation and of M. Albert Thomas' family. · 

M. ]ACOMET (France) thanked the President for his kind words of sympathy for the 
loss of a great Frenchman who was an honour alike to his country and to the world. 

The meeting ros11 as an expression of sympathy. 
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EIGHTH :\IEETIXG 

Held on Monday, 1\/ay gtll, I9J.Z, al 4 p.m. 

President: !II. DE \'ASCO~CELLOS. 

14. DoCU~IENTATION St:PPLIED BY THE FINNISH DELEG ... l"ION 
PRINCIPLE OF S!Mt'LTANEITY . 

AI'PLICATION Of THE 

. 1\1. HnTO~EN (Finlan_d) ~tated that his delegation had supplied nil the required documen· 
tat~on and Waived the pnnctple ~f simultaneity as regards the t>xamination of this documen
tatiOn as soon as all the countnes represented in the Tt>chnicnl Committee had deposited 
their information. 

15. IMPOSSIBILITY OF COMPARING THE STRENGTH OF ARMAMENTS OF VARIOUS COUNTRIES ON 
THE BASIS OF THE FIGURES Of DEFENCE EXPENDITURE : (Co,tinuatiort oflhl discussion). 

Colonel KARMANN (Germany) was heartily in agreement with the views expreNst!d at the 
previo~s meeting by the French delegate, as he was also with Chapter :i14 of the report by the 
Committee of Experts on Budgetary Questions. He drew special attention to a passa.:e in 
Chapter 24. which stated that the impossibility of comparing the expenditure on armanlt'nts 
was "due in !he _first place to t~e fac~ that a number of goods and st•rvices required by the 
defence orgamsahons are not pa1d form money and are therefore not rdlt-cted in the butlgd 
expenditure ". Other expenditure under this heading includt>d the railway service, the post
office service, etc., and he thought statistics should be prt'pared on this subject. He thert·fore 
made the following proposal. 

"Considering the fact that a certain number of goods and services required by the 
national defence organisations are not paid for in cash and therefore do not appear in 
the budget expenditure, the German delegation proposes the following : 

" • Countries utilising such services and goods shall fill up a corresponding table 
annexed to the Model Statement. The form and details of this table shall be fixed 
by the Technical Committee of the Commission.'" 

M. jACOMET (France) said the French delegation would carefully consider the German 
proposal. 

l\1. DE MODZELEWSKI (Poland) had not been present at the meeting when M. Jacomet had 
made his statement, as he had not thought this question would be raised. In view of the force 
of the arguments which usually characterised M. Jacomet's statements, M. de Moclzelew~ki 
would very probably be willing to adopt the same view, but not until two months' time. 
This question· had been diS<.ussed at the third meeting of the Commission. According to 
the minutes of that meeting, of which he read some passages, it had been decided that 
the principle of the impossibility of comparing budgetary expenditure in the various countries 
was only accepted provisionally, and would not even be discussed before the nece~sary 
premises had been thoroughly studied by the Commission. In spite of this decision, the 
discussion of this question had been reopened, and he was obliged to recall the objections he 
had raised against the premature adoption of a principle which, in the light of later discussions, 
might appear less absolute t~an it h~d seemed at ~rs~ sight,. In ~ny ~ase it ~as 
impossible to discuss the synthes1s- that IS to say, the pnnc1ple- 111 quest10n w1thout havmg 
carefully examined the premises c<;>ntained in. t_he experts' report. H~ ther.efore hoJ?Cd t~at 

. the Commission would conform to Its first dec1s10n and postpone the dtscuss10n of th1s pmnt, 
which had been provisionally adopted, u_ntil the other questions raised in .the e:cpe~ts' r.eport 
had been considered. He reserved the nght, however, to formulate certam ObJections If the 
Commission nevertheless decided to continue the discussion. 

The PRESIDENT replied that the inconsistency noted by M. de Modzelewski between the 
decision taken at the third meeting and the procedure now adopted was only apparent. The 
discussion had been opened at the request of the French delegation, but this did not imply that 
the question would be finally settled, and was not contrary to the decision taken by the 
Commission that further discussion should take place in order to meet M. de Modzelewski's 
desire. 
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General BARBERIS (Italy) thought that, after what M. Jacomet had said, it was difficult to 
believe that any proof could be given. as to. the possibility of co~paring the military strength 
of various States on the basis of the1r national defence expenditure. Colonel Karmann had 
rightly pointed out that it was not enough to adopt this principle, but that it should also be 
brought to the notice of all that the figures of national defence. expenditure could not form 
a means of comparing the strength of the armaments of t~e vanous States. General Zugaro, 
in his minority report, had pointed ou~ that persons read1~g the st~tements would automa
tically make comparisons between the d1fferent forms accordmg to which arma~ents developed 
in various States. The form of the statements would lead everyone, desp1te themselves, 
to make such comparisons. In the Monthly Bulletin of Statistics of the League of Nations 
there were figures regarding unemployment in various countries. There w:as a footnot~ on 
one page of this Bulletin to th~ effect that.th~se figur~s co~ld not serve ~sa bas1s for compar1S?n. 
In spite of that, anyone readmg the stahshcs contamed m the BulletJn could not help makmg 
such a comparison, especially as the footnote which gave a warning against such a tendency 
was printed in quite small letters and escaped attention. In order to avoid this disadvantage, 
the danger should perhaps be averted by drawing up statistical tables stating as clearly. 
as possible that no comparison could be made between the figures relating to all the various 
States. The Italian delegation would submit a written proposal ~o that effect. 

M. SANDLER (Sweden) thought the question was whether the Commission wished to 
accept the principle laid down by the Committee of Experts on Budgetary Questions. That 
principle should form the starting-point and not the final conclusion of the Commission's 
work. After M. Jacomet's very complete statement, it was hardly necessary to bring forward 
fresh arguments. He would therefore merely draw attention to the two aspects of the question· 
which had been raised in the experts' report. On the one hand there was the question as to the 
comparison of national defence expenditure between different countries : that comparison 
had been held to be impossible. On the other hand there was the question of the comparison 
between the expenditure of the same State in different budget years. That comparison had 
been recognised not only as possible but as valuable. Indeed it was th~ object of the Model 
Statement. The Preparatory Commission had given its opinion on this question in its Final 
Report, which contained the following passage (page 21) : " At the sixth session the Commission 
accepted the principle, of the limitation of the total expenditure on land, sea and air forces. 
In adopting this principle, the Commission desired to emphasise that such limitation should 
be used for checking the growth of the armaments of each country, and not as a method of 
comparison between one country and another, since the cost and conditions of manufacture 
vary very much in different countries." Opinion on this question had therefore been 
unanimous both in the Preparatory Commission and in the Committee of Experts. M. Sandler 
hoped that the same unammity would now be reached in the National Defence Expenditure 
Commission, while admitting the possibility of reverting to the question later, if that were 
found necessary. He himself agreed unreservedly with the conclusions of the Preparatory 
Commission and of the Committee of Experts on Budgetary Questions. 

Colonel KARMAN~ _(Germany) said he und~rstood ~he reservations made by the Polish 
del~gat.e. He had ongmally proposed. t~at this question should be discussed both at the 
begmmng an_d at the end of the CommiSSion's work. He now suggested that this resolution 
s~ould be discussed at the end, but he would be glad to accept the Italian resolution 
w1thout delay. 

Dr. Mary WooLLEY (U~!~ed St~t~s. of America) .thought the phraseology of this item 
of ~he agenda-namely, the Impossibility of comparmg the strength of armaments on the 
bas1s of the fig~res of defence expenditure "-:-precluded the necessity of once more going over 
the ground wh1ch had been so thoroughly discussed by the Preparatory Commission. Those 
arguments had been so s.trong and had, moreover, been so ably supplemented by the French 
delegate that the q_uestlon would app~ar to be clear. As the question had been raised, 
however, ~he wou~d like to ~xpre~s the v1ew of the United States Government. Her Government 
~gr~ed. Wlt.h the 1dea of hmltatlo~ o~ expenditure as a complementary method to direct 
hmitah?':' m order to prevent quahtahve competition in armaments if, and when quantitative 
~ompehhon had been checked .. If her Gov~rnment was under a misconception ~nd there was 
IGndeed a tendency to make d1~ect companson of expenditure between various nations her 

overnment could not agree w1th such a method of reduction. '-

he h~ ~!~~~~~~Et~~~ ~~l~nd) r~~etted that he was obli&ed to repeat the arguments which 
of the Commission's discussion~g. E e repo~t of the Committee of Experts formed the basis 
with the question now before the Co~~is~~~t, Lr ~mo~t hevery point, of that report dea~t 
was not P?s~ible to act entirely against the pr~ep~~~~t;Jg. t n~~ always bhe necessary, but 1t 
however, 1f 1t was desired to settle the ues . ogle. at was w at would happen, 
that he would not finally be convinced ~ th~1f1~ at t~1prese1nt meeti~g. This d.id not mean 

poss1 I 1ty o companng expenditure figures: 



-25-

It_ was even quite possible that, during the discussion on the experts' report, his colleagues 
Dllght find m_ore than on~ argument which would convince him. In the meantime, the question 
should re_mam open until the premises had been discu!iSed. He did not mean that, at the 
present hme, the expenditure figures of two-different countries could be usdully compared. 
He ~ondered, _howe:ver, whether comparison would not be possible on certain points of detail. 
For mst~nce, d ~ _nfte _cost Fr.Io in one country and Fr.2o in another, it might be said that 
t~e spec1al_ con~1hons m _each country did not enable any conclusion to be drawn from this 
d1fference m ~nee. ~ut d the .same rifle cost Fr.aoo in a third country, it was evident that 
ther~ was a !Jl_IStake m c~culahon and that a statement drawn up on the basis of such figures 
required rev1~1on. It wa~ m such cases as this that a comparison might be usdul. 

The Pohsh delegation was convinced that the budget represented a picture of the 
armaments of ~ country, ~d that this picture was perhaps trurr than that given by the 
figures of effecbves or matenal. It did not wish to draw any immediate conclusions from this 
conviction as to the comparison of expenditure. 

l\1.. de Mo~zelewsld had no difficulty in agreeing with M. Sandler's view on the value of 
comp~nng natl<;mal defence expenditure figures in different years for the same country. 
Ce~tam ~eservabons should, however, be made on this subject in respt'Ct of special conditions 
~h1ch m1ght apply to new countries whose national defence required more rapid development, 
if they were to reach the same level in this respect as other countrirs. 

Lastly, he r~ognised the value of General Barberis' llroposal. He thought a compnrative 
table of expenditure should be drawn up. He also admitted that it might be indispensnble 
to emphasise in this table the impossibility of drawing conclusions from a comparison bt'twt't"ll 
the figures. He would like, however, not to express an opinion on this point until the qul'~tion 
of the impossibility of comparison had been settled, as previously dt•ddcd at the end of the 
Commission's work. 

M. PRENEN (Belgium) said the Belgian delegation was convinced of the justice of the 
reasons given by the Preparatory Commission and the Committee of Experts in support of 
their conclusion that a comparison of national defence expenditure figures between one country 
and another was impossible, but that such a comparison was possible for the same country 
at different periods. The Italian delegation had very wisely recalled General Zugaro's remarks 
on the necessity of emphasising this principle, so that no one should be unaware of it. It 
would appear that the Commission was unanimous on this point, except for the desire expresst"d 
by the Polish delegation to deal with the question at a second reading. The Belgian delegation 
had no objection to a second reading. 

The PRESIDENT noted that the discussion on this point of the agenda was closed, except 
as regards the Italian delegation's proposal, which would be discussed as soon as the text had 
been distributed. 

16. FORM AND CONTENTS OF THE MODEL STATEMENT. 

1. Meaning of the Term "Annual Expenditur~ ". 

(a) Meaning of the Term "Expenditure". 

The PRESIDENT reminded the Commission that this question had been dealt with in 
Chapter 5 of the Report by the Committee of Experts on Budgetary Questions : it was of very 
great importance from the point of view both of publicity and_ of limitation. ~fter rejectin_g the 
criteria of budgetary credits voted by Parliament, the co'!'matment to ent~ mto ex~nd!t.u~e, 
the actual delivery of goods or the performance of serv1ces, the ascertamment of habllatles 
after examining invoices, etc., the Committee recommended that, ".for the pu~pose of the 
Disarmament Convention, 'expenditure' should be taken to mean e1_ther cash duburtem~ntl 
or in the case of States which do not base their final accounts on such disbursements but wh1ch, 
0 r{ the other band; record in these accounts the issue of paymenl order~ equivalent in practice 
to eash disbursements, the issue of such payment orders". . 

It was for the Expenditure Commission to decide whet~e~ it wished to adopt th1s 
recommendation or to choose some other method. If the Coma_mss10n approve~ the proce~ure 
recommended by the experts, it would have to refer the qu~st10n to the Techmcal Co~m1ttee 
as to what countries possess a systetn of accounts under wh1ch payment orders are eqUivalent 
in practice to actual cash disbursements. . 

M. JACOMET (France) realised the importan_ce of this qu~stio_n. He pointed out that the 
Technical Committee was, in fact, entrusted With the examan~taon_ of closed accounts and 
would therefore in any case be compelled _to consider _the ~ueshon 1t was proposed to refer 
to it. It would necessarily have to ascertam whether, m a gaven system of accounts, payment 
orders could be regarded as equivalent to actual cash disbursements. It would,_ho~ever, have 
difficulty in reporting on this question before it had completed th~ examanataon of !he 
documents referred to it. In his opinion, therefore, it would be suffic1ent to draw attention 
to the question whether, in countries with an accounting system in which payment orders 
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were laced on the same basis as actual payments, the fi~res relatin~ t~ ~uch orders offered 
uara~tees arising out of the auditing of the accounts by mdepend~nt ]Undical organs such. as 

fh "Cours des Comptes ". It should be remembered that the aim of the ":raft Convention 
w:s to ~lace the internal guarantees concerning the administration of pubbc money on an 
international plane. . 

The PRESIDENT replied that the. T~ch~ical Committe~ would. naturally be free to decide 
as to the time most suitable for submittmg Its report on this question. . 

M. DE MoDZELEWSKI (Poland) approved t_he reco~mendation of the Committee of Exp~rts 
on Budgetary Questions and agreed that this question should be referred to ~he :rechmcal 
Committee for examination in the light of information arising out of the exammatlon of the 
budgets. 

It was decided to refer the question to the Technical Committee i~ accordance with the 
President's proposal. 

(b) "Exercice " Accounts. 

The PRESIDENT pointed out that the question had been dealt with in ~he last part of 
Chapter 6 of the Report by the Committee o~ Experts on Budgetary Q~,estlon~, ~~Ich had 
shown the difficulty arising from the fact that, m many States, the budget exerctce mcl~des 
a supplementary peri?d during. which payments ari~ing out of commitments entered mto 
during the year to which the said supplementary penod refers may be effected and charged 
to that "exercice ". To overcome this difficulty, the Committee had proposed that 
States should endeavour to reduce the additional periods to a few months only, in order 
as far as possible to standardise their respective systems. The Committee at the same time 
suggested, in view of the difficulty of reducing the additional periods, that the States might 
be requested to prepare separate accounts for the purposes of the Convention, showing only 
payments actually effected during the twelve months of the budget year. These accounts 
would be audited and published in the same manner as the final accounts. 

The President thought these questions were highly technical and that it would be useful 
to refer them to the Technical Committee for examination, since the latter would be entitled to 
make any suggestions which it thought fit on this point and on other points relating to the 
presentation and auditing of the accounts of various countries in connection with the 
Convention to be concluded. 

M. jACOMET (France) agreed that this question should be referred to the Technical 
Committee. He Wished, however, to draw attention to a point in which confusion might be 
created by the text of the budgetary experts' report. It was clearly a weak point in the proposed 
system that no evidence of the limitation commitments and publicity in respect of national 
defence expenditure in accordance with the Convention could be provided, from the point of view 
either of limitation or of publicity, until 26 months after the beginning of the budgetary 
"exercice ". In order to overcome this difficulty, the Committee of Experts had proposed 
that countries with " exercice " accounts should be requested to furnish, a few months after 
the end of the budgetary year, a statement of the cash disbursements effected during the twelve 
months of the budgetary year, whatever the origin of these payments. Obviously this statement 
of payments would not have the same value as the final accounts as regards proof of the 
validity of the limitation and publicity of expenditure. Final accounts alone offered juridical 
guarantees through being audited by independent bodies entrusted with the supervision of the 
administration of public money. Tlte statements of payments suggested by the Committee of 
Experts could only be regarded as supplementary information intended to reassure people 
and to give an official statement of the amount of the disbursements at the end of each 
year. The final accounts did not thereby lose their value as evidence. The following words, 
however, occurred at the end of Chapter 6 of the experts' report : "Since these additional 
accounts for the purpose of the Convention would not be established on the same bases as the 
final accounts, the latter would cease to be of value as evidence in the application of the 
Convention." Alt~ough he was one of the author~ of the report, M. Jacomet felt bound to say 
that the pre~entah<?n of supp~em~ntary accou!l!S m no way decreased the value as evidence, 
fro~ the pomt of VIew of hm1tahon and pubhc1ty of expenditure, of the final accounts duly 
cerh.fied by the organs entrusted in the ~espective cou11tr'ies with the safeguarding of public 
cred1t. It was on these that the legal evidence as to limitation commitments must be based. 

Colonel KA~MA~N (Germ~n~) a&reed with th~ ~esiden!'s view. He thought it fair to state, 
however, that, m h1s deleg~t10n s v1ew, the add1honal penods should be abolished and state
ments should be based ent.Irely on annual accounts, as was the case in England. He pointed 
out that under these techmcal questions might well be hidden important political issues. 

. M. DE M?DZELEWSKI (P?land) e~phasised the great importance of this question. It w~s. 
mdeed, very Important that mformahon should be obtainable a few months after the close 
of the bu_dgetary year, as to the manner in which the States c~mplied with their undertakings 
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under the Convention. Alt~ough the solution recommended by the expt>rts was acct>ptable, it 
w_ould neverth~ess be deSUClble that the Technical Committee should examine the possi
bility of reducmg as far as.~ble the additional pt'riods. The difficulties would no doubt be 
very great. ~d would conSist m a struggle against the administration and bureaucracy, but 
the CommiSSion should not be discouraged by these difficulties. 

II WQS decided to refer the question to the Technical Committee • 

. The.PREsiDE_NT took the opportunity_ to t"m~hasise the value of this preliminary discussion, 
~h1ch rmght furn1sh the Techmcal Committee w1th the nect>ssary indications for accomJllishing 
1ts task. 

(c) Publicity of EslimQied Expe11dilu" 011 1/u B,sis of p,,/iame11tary Volts. 

The PRES~DENT pointed out that the question was dealt with in Chapter :u of the Report 
by the <;om~1ttee of Ex.perts on Budgetary Questions, which had obst>rved that the dmft 
Convention d1d not mention the send.in~ of returns of estimated expenditure at the beginning 
of each_ year, as the Preparatory Comm1ss10n had contemplated at an enrlit•r stage of ih work. The 
Comm1!tee thought th~t, as lim.itation should apply to paymrnts, a statement of estimated 
expenditure on. the bas1s of parliamentary votes would have no value from the Jloint of view 
of the Convention, but would rather tend to confusion. The Committee notrd however that 
in most countries it was rather at the moment when Parliament WIIS asked 'to vote c~edits 
than at the moment when closed accounts were produced that public attrntion was concen
trated on the question of expenditure on armaments. The great importance of the parliamentary 
votes could not therefore be denied. The Committee assumed, however, that 111 evrry State 
the competent organs would take the necessary steps to explain publicly how the credits which 
had been asked for or voted might be reconciled with the limits fixed by the Convention. 
The President realised that, at the present stage of the Comm\!;sion's work, it was hardly 
possible to take decisions on the subject of methods of publicity, and thought that the question 
should be referred to the Technical Committee. 

General BARBERIS (Italy) agreed that the question should be reft•rred to the Technical 
Committee. He drew attention to the last few lines of" Chapter 2~ of the experts' report 
regarding the reconciliation of credits asked for with the limits fixed by the Convention. 
As, however, it was not always easy to procurejarliamentary documents, he sug~csted that 
the Commission should consider whether it woul be desirable for the explanationsm que!!tion 
to be communicated to the body supervising the execution of the Convention. 

M. DE MoDZELEWSKI (Poland) wished to point out that, if the budget credits greatly 
exceeded the limits fixed by the Convention, the effect would be disa!ltrous. It was 
true that great difficulties arose from the fact that total credits were voted for several years 
or for an unlimited period, but these difficulties might be lessened by adopting the principle 
that every budget or every law involving expenditure on national defence should be forwarded 
to the supervisory organ to be set up by the Convention. 

M. LouNATCHARSKI (Union of Soviet Socialist Republics), though not opposed to thi11 · 
question being referred to the Technical Committee, felt obliged to agree with the arguments 
set out in Chapter 22 of the report by the Committee of Experts on Budgetary Questions. 
It was easier to check sums expended two or three years earlier by account-books than to 
analyse military expenditure in accordance with parliamentary votes. No value could, however, 
be attached to figures dating back three years when new credits had been voted for military 
preparations. The reason for wishing to supervise the military budget was probably that the 
Governments might have a tendency in some cases to transgress obligations to be usumed 
under the future Convention. If such attempts were made, it was hardly probable that the 
offending parties would be deterred by the prospect of seeing such transgressions unmasked 
at the end of three years. The S~)Viet del_e~ation therefore thou~ht that any con~rol over 
military expenditure could be effective only if 1t referred to the credats voted. It was an favour 
of adopting the system recommended by S_ub-Commission B and by the 1927 Report of th.e 
Committee of Experts on Budgetary Qu~tlons: (docu~ent C.P.D.«)))-na.mely, (I) commum
cation to a supervisory body of the expenditure m question as early as possable 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. 

M. ]ACOlfET (France) recognised the soundness of the idea expressed by the Soviet 
delegate. It was essential to supervise credits which had been voted, !Iince, whatever the 
legal significance of budgets might be, it was their amount that ultimately determined the 
amount of the/ayments to which limitation had reference. In its first report, the Committee 
of Experts ha contemplated the sending of a statement of estimated expenditure. It had 
subsequently encountered serious technical difficulties, as in this case corrections ?f the state
ment of estimated expenditure would have to be sent whenever supplementary cre<lits, transfers 
or cancellations of credits were voted. Moreover, he recognised that such statements would 
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bear no relation to limitation commitments. On account of th~se difficulties, the Com_mittee had 
been more cautious in its second report. The French dele~ation was ~evertheless di~turbed _at 
the length of the period of 26 months. Moreover, it would b~e the cred~ts voted t_o be mas st~1ct 
agreement as possible with the limits fixed by t.he Convention. In .thiS conn~ction, the Italian 
delegation's suggestion would appear to furmsh the only practical solution. !he French 
delegation went further than the Italian suggestion and had drawn up a defimte proposal, 
which M. Jacomet read (document Conf. D.jC.D.17) with the request that it should be referred 
to the Technical Committee. The text was as follows : 

" Whereas proof of the fulfilment of undertakings in regard to publicity for limitation 
must be produced as soon as possible after the close of each financial year, and it is 
therefore necessary to seek all means calculated to shorten the time required for the 
production of statements of expenditure ; 

" And whereas, notwithstanding all the steps that might be taken in this direction, 
the establishment of the final accounts of payments and statements of expenditure will 
take an appreciable time after the close of the accounting operations for the financial 
year; 

" And whereas, during the period that elapses between the passing of the budget 
and the production of the statements, it would nevertheless be essential to be able to 
judge of the extent to which Governments are taking account of their limitation under
takings in the financial efforts they devote to their armaments ; 

" And whereas, irrespective of the legal significance of the budgets, it is the amount · 
of authorisations of expenditure that ultimately determines the amount of the payments 
-that is to say, of the services rendered and deliveries of material ; , 

" And whereas it is, therefore, of the highest importance that all authorisations of 
expenditure, whatever their nature, should be known as soon as they are given ; ·. 

" And whereas, on the other hand, authorisations of annual expenditure may, in the 
case of certain States, bear no relation to the limits of expenditure fixed by the Convention, 
and it is therefore not rroper to publish them in the form of the statements of expenditure 
provided for in proof o the observance of undertakings in regard to publicity or limitation ; 

" And whereas authorisations of expenditure are not all given at once by Parliaments, 
but may be given at intervals throughout the period of the execution of the budget : 

" The French delegation proposes that the following be added to Article 38 of the 
draft Convention : . 

" ' Each of the High Contracting Parties shall likewise communicate to the 
Secretary-General of the League of Nations, within a period of three months after 
the beginning of every budgetary year, the Finance Act and the documents forming 
the detailed budget of the various Ministries to whose credits national defence 
expenditure within the meaning of the draft Convention is charged ; 

" ' If at that time the budgets have not received their final form, the draft thereof 
should in any case be sent within this time-limit, witJ10ut prejudice to the subsequent 
despatch of the final budget which should take place immediately after it is passed : 

" ' Subsequently, any chan~e made in the funds placed at the disposal of the 
various departments concerned m national defence (supplementary credits, carried
over credits, revenue of all kinds, etc.) should be brought to the knowledge of the 
competent body within a period of three months after the date on which such change 
was made.'" 

Colonel KARMANN (Germany) thought there were many reasons in favour of the Russian 
proposal. He knew there were also some obstacles in the way of such a solution, but thought 
they could_be ov~rcom~, and pos~ibly the French proposal might be a means to this end. · 

. T~e .dlfl~culhes wh1ch aro.se m respect of publicity were not so great as those connected 
w1th lim1tahon. He would bke the Technical Committee to keep separate the questions of 

. limitation and publicity. 

It !"a~ decided to refer the question to the Technical Committee, together with the French 
delegation s proposal. 

17. IMPOSSIBILITY OF COMPARING THE STRE~GTH OF ARMAMENTS OF VARIOUS COUNTRIES 
ON THE BASIS OF THE FIGURES OF DEFENCE EXPENDITURE (Continuation of the discussion), 

f T11
he PRESIDENT submitted to the Commission the text of the Italian delegation's proposal as o ows: 

" The Commission, 
" \Yhilehunanimously expressing immediately the principle of the impossibility of 

cfiomparmg t e strength of armaments of various countries on the basis of expenditure gures, 

1 "~~co~mends that this impossibility should be clearly emphasised in all the statistif: ~~ h~~~tlonm~f the Leag~e of Nations (and especially in the annual statistical tables 
c em ary expenditure of all Powers will be given in pounds, dollars and francs)." 
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M. Loul'!A~CRARSKI (Union of Soviet Socialist Republics) asked that, instead of stating 
that ~he statistical tables would be drawn up in pounds, dollars and franrs, it should merely 
be satd that they would be drawn up in one and the same monetary unit. 

M. DE MODZELEWSKI (Poland) said that, while it had been a~-d that the question should 
not be regarded ~s ~nally settled, the text of the proposal was such as to convt>y the imprt>ssion 
tha! the Comm1.ss10n had finally adopted a principle which could not be finally ncct>pted 
until the end of 1ts work. He asked that the text should accordingly be modified. 

General BARBERIS (Italy) had no difficulty in acct>pting M. Lounntcharski's proposal. 
He could not.ad?pt thesameatt!tude towards M. de Modzelewski's proposal. It wasevidt•nt thnt 
the great m~Jonty of the Comm~ssion realised the impossibility of making a comparison bt•twet'n 
~.~e expe!'~1~ur~ fig?res of v.anous States. If the w~rd " ditftculty " wt>re ust>d instead of 
1mpo~s1_b1hty , th1s would madequatl'ly upress the ldt•a on whkh the grt>at majority of the 

.Comm1ss1on had agreed. The Italian delegate left it to the Commission to take a dt>cision in 
this respect. 

M. RADULEsco (Roumania) said there was no doubt that the words" while unanimously 
expressing immediately the principle of the impossibility • , • " dl'ltnitely implit•d that the 
matter had been settled. The question then arose as to the value of the !lt•cond rending to 
which reference had been made. He further pointed out that the st•cond paragraph of the 
proposal referred to the statistical publications of the League of Nations. The Expenditure 
Commission was not an organ of the League of Nations but a Commission of the Disarmament 
Conference, in which States non-members of the League wt•re taking part. As the 
text submitted might give rise to serious objections, he proposed that a drafting committee 
should be appointed which would redraft the proposal while taking into account all the 
observations made by the members of the Commission. 

The PRESIDENT agreed that this was a wise proposal, and requested the Commission to 
express its views on i~. 

General BARBERIS (Italy), referring to M. Radulesco's remarks, accl'pted his proposal, 

Mr:BARNES (United Kingdom) agreed with the proposal to refer the resolution to a drafting 
committee. He was not clear on one point. The original text suggested that the military 
expenditure should be given in pounds, dollars and francs. Later it was proposed that it should 
be stated in a single currency. He thought that in any case expenditure should be 
expressed in the original currency, whether converted into any other currency or not. 

It was decided to apf>oinl a drafting committee, consisting oJ M. RADULESCO, M. DE 
MODZELEWSKI, General BARBERIS, M. SANDLER, M. PRENEN, M. LOUNATCHARSKI and 
Mr. BARNES, to re-draft the Italia11 proposal. 

M. LouNATCHARSKI (Union of Soviet Socialist Republics) re~;retted that he could not 
take part in the work of the drafting committee ~n account of hts numerous engagements. 

NINTH MEETING 

Held OM Wednesday, May uth, 1932, aiJ.JO p.m. 

President M. DE VASCONCELLOS. 

18. DOCUMENTATION SUPPLIED BY THE CZECHOSLOVAK DELEGATION : APPLICATION OF THE 
PRINCIPLE OF SUIULTANEITY. 

M. FARSKY (Czechosl~vakia) st~te~ that hi~ delegat!on ~ad deposited complete .doc~men
tation. It desired to wa1ve the pnnaple of stmultane1ty 10 respect of the exammatton of 
documents. 

19. IMPOSSIBILITY OF COMPARING THE STRENGTH OF AR!IIAMENTS OF VARIOUS COUNTRIES ON 
THE BASIS OF THE FIGURES OF NATIONAL DEFENCE EXPENDITURE(Conlinuation of the discussion). 

The PRESIDENT read the following draft resolution prepared by the drafting committee. 
" The Commission on National Defence Expenditure expres.'!es the opinion that : 
"If the final examination of the question as to the comparability of the streng!h of 

armaments of all countries on the basis of national defence expenditure for any smgle 
year should prove conclusively the impossibility of making such a comparison, 

" All international statistical publications concerning the military expenditure of the 
different Powers should indicate clearly this impossibility." 
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General BARBERIS (Italy) said that when he had put forwa~d ~is resolu~ion h«: had ~ad 
the impression that the Commission unanimously accepted .the pnn.ciple .that It was rmpossib~e 
to compare the armaments of different countries on the basis of therr national defence expendi
ture. It subsequently appeared that there was some doubt on this point, wh.ic~.would have 
to be cleared up later. The drafting committee had therefore amend~d the mi~Ial cla~s~. so 
that it read : " If the final examination . . • should prove conclusively the Impossibility 
of making such a comparison ". 

In the second place the reference to the publications of the League of Nations had been 
omitted and replaced by the gen~ral p~rase "publica~ions conce~ning military expenditur': ". 

Lastly, as the Soviet and Umted Kmgdom delegations had obJe~ted to ~he clause regar.dmg 
the currency units in which the statistics were to be expressed! this detail had .bee~ omitted 
so that it might be subsequently decided by the body responsible for the publications. 

M. LOUNATCHARSKI (Union of Soviet Socialist Republics) thought that, as a. result of 
these alterations, the resolution had lost its value. It had been changed from a direct to a 
hypothetical statement. The Soviet delegation, therefore, could not accept it. 

. M. LANGE (Norway) had, like the Italian delegate, thought the Commission was unanimous 
on the principle that the expenditure figures of different countries could not be compared. 
It appeared, however, that, though the Polish delegate stood alone in his view, he had 
nevertheless succeeded in getting his opinion reflected in the draft resolution. In .reality, the 
vast majority of the delegates thought no comparison was possible. He therefore agreed with 
the Soviet delegate. The draft must either be rejected in its present form or the discussions 

. should be adjourned until the main question was settled. He proposed that it be adjourned. 

M. DE MODZELEWSKI (Poland) said his influence on the draft had been small. He thought 
M. Lange was under a misapprehension and that a number of delegates were not convinced 
of the impossibility of comparing expenditure figures. Unanimity had not been reached on this 
point, but it might be reached at a later date. He thought a vote might be taken on the resolu
tion now, although it would only take effect from the moment when unanimity was 
reached. 

Colonel ELLIS (India) agreed with the Norwegian delegate. 

. M. HntoNEN (Finland) raised a point of detail. The resolution referred to publications 
without specifying what publications were meant. As only official publications could be referred 
to, he thought the text should make this clear. 

General BARBERIS (Italy) said that his intention had been merely to prevent the 
comparison of figures which were incomparable. He had no objection to the discussion and 
vote being adjourned. · 

Gene~al TANCzos. (Hungary) agreed with the Italian delegate. . 
. ~e Wished to pomt out now •. w~en the Commission was entering into details, thft its 

d~cisions were not final and bmdmg, because the General Commission had not yet 
d1scussed such fundamen~~l questions as the reduction and limitation of armaments by 
~u~get~ry methods, pubhc1ty and, m~re particu!arly, the combining of direct and indirect 
hm1tat.10~. Document Conf.D.IOJ specified certam questions to be studied by the General 
Commtsston (see B, Chapter A (e), Article 10, Limitation of Land Materials by Budgetary 
Methods; and Part III, Article 29, Limitation of Expenditure). 

. ~e added that the Hun~arian d~legation took part in the discussion of these fundamental 
prmctples on the understandmg that It would always have the right to revert to these questions 
after the Commission had taken a decision on them. 

Colonel KARMANN (Germany) took the same view. 

. The PRESIDENT pointed out that he had made this clear in his opening spe~h and had 
gtven the same reasons as the Hungarian delegate. 

General TANczos (Hungary) expressed himself satisfied by the President's statement. 

M. ]ACOM~T (France) thoug:h.t it was logical that, as no unanimous decision had been 
Hac~d ~egardmg the .comparabtl.tty of expenditure figures, no conclusions could be drawn. 

e ere ore agree~ Wtth ~he ltaltan delegate that the resolution should be adjourned. 

The Commission decided to adjourn th~ vote on the draft resolution. 
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20. MEANING AND SCOPE OF THE TER:ll" EXPENDITURE ON NATIONAL DEFENCE ". 

(a) Secret Funds and Cllanges ;,. tile Approprit~liOttS of Furuls. Propostll by 1111 Sotlitl D(ltg<JiioJJ . 
. 

The .PRESIDENT pointed _out that the Committee of Experts on Budgt"tary Questions hnd 
thought It would be appropnate to secure an undertaking that all expenditure for armament 
purposes (whether styled s_ecret or not) should be included in the figures to be entered in the 
returns under the Convention, and therefore within the scope of the limitation provisions. 

. The Commi~sion _mig~t perhaps .for the moment merely express its agreement (or 
d1sa~~ement) With th1s pnnc1ple •. subject to reverting to the methods of application after 
rece1vmg the report of the Techmcal Committee, to which this point should no doubt be 
referred. 

. The proposal m.ad~ by the Committee of Experts on Budgetary Questions was, if he had 
nghtly understood 1t, mtended to comprise that submitted by the Soviet dt'lt•gation to the 
Preparatory Commission, namely : 

" ~ret lunds intended .in a disg~ised form for extraordinary expemliture on special 
preparatiOns for war or an mcrease m armaments shall be excluded from the nutionul 
budget. 

"In conformity with the above provlsion, all expenditure for the upket>p of the armed 
forces of each State shall be shown in a single chapter of the national budgt•t · their full 
publicity shall be ensured." ' 

. Since t~e repor~ by the Committee of Experts was of a later date than the Soviet propo~ul, 
1t would b~ mterestmg to learn whether the Soviet delegation considered that the proposals of 
the Committee of Experts were calculated to allay the apprehensions on which 1ts proposal 
was based. 

He drew attention to the last paragraph in Chapter 3 of the report by the Committee of 
Budgetary Experts, and suggested that the whole question should be referred to the 
Technical Committee. 

M. LouNATCHARSKJ (Union of Soviet Socialist Republics) wished to repeat the Soviet view 
that publicity in itself could serve no useful purpose. The Armaments Year-Book of the League 
of Nations contained a store of valuable information, but was nevertheless useless for the 
purpose of limitation. If publicity was to be useful it must be based on reduction. 

The report by the Budgetary Experts, after quoting the Soviet text, made the following 
comment : " The intention of this proposal would appear to be that the budget accounts 
should not contain any expenditure under headings which do not exactly indicate the purpose 
of the expenditure in question ". This did not reflect the Soviet view that the budget should 
include all expenditure, and that there should be no secret funds intended in a disguised 
form for extraordinary expenditure. 

On the other hand, the Soviet delegation was quite satisfied with the conclusion drawn by 
the Budgetary Experts on page 8 of their report : " ... the Committee recommends that the 
Convention should contain an overriding clause to the effect that the parties to the Convention 
will give in their returns all their expenditure on armaments, classified according to its true 
utilisation ". He would add, however, the words " without exception " after the words " all 
their expenditure on armaments ". 

He was glad to note that the German delegation, which had submitted a proposal on this 
point, was in agreement with the Soviet delegation. 

M. jACOliET (France) said the Budgetary Experts had discussed the Soviet pro~al at 
great length. Their aim was to ensure.t~at all expendit~~e ?n national d~fe~~e was mcluded 
in the statement. He agreed to the addition of the words Without exception • 

He would be glad if all national defence expenditure, some of which was now included in 
the budgets of civil departments, municipalities, etc., could all be included in a single State budget. 
But he feared that, for traditional or administrative reasons, this was impossible. It 
frequently happened, too, that joint purchases were made by several departme!lts, for the sake of 
economy. As an example, he mentioned that army horses were bought In France by the 
Ministry of Agriculture and this expenditure appeared in the budget of that department. 
This was not done with any intention of disguising military expenditure, but because the 
Ministry of Agriculture had a purchasing service, so that the arrangement made for 
economy. 

He therefore did not think the Commission could insist on all expenditure being included 
in the national defence budget, but suggested that this question should be referred to the 
Technical Committee with instructions to make as far-reaching proposals as possible for the 
inclusion of all national defence expenditure in a single budget. 

• 
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The PRESIDENT suggested that the last par~graph of the proposalf?resented by the German 
delegation.' which read as follows, should be discussed at the same time : 

" In any case the German delegation strongly supports the original proposal mad_e by 
the Soviet delegation contained in paragraphs 178-179 of the Report b:y t_he Commit~ee 
of Experts on Budgetary Questions set up by the Preparatory Com!JUSsiOn, accordmg 
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'." 

M. DE MoDZELEWSKI (Poland) thought the Soviet ~nd <?erman proposals were of extre!lle 
importance, and if they were practic~bl~ would greatly Simphfy t~e work. But he agreed Wit.h 
the French delegate as to the difficulties m the way of such a solutwn. There were cases when it 
would be illogical to include expenditure of a more or less military ~haracter in the national 
defence budget. For instance, in Poland some schools prepared puplls for the army, although 
the schools themselves had no definitely military character. 

The expression " formations organised on a military basis " had not yet been defined. 
If it was eventually decided that this expression included the police force, would that mean 
that expenditure on the police should be included in the national defence budget ? 

As some categories of expenditure could not be included in the national defence budget, 
in spite of the fact that they were more or less of a military character, another solution had been 
found, and the model statement had been prepared . . 

Colonel KARMANN (Germany) pointed out that the question had been raised merely on 
account of its technical importance, and that there were no political or military reasons 
behind it. 

M. jACOMET {France) agreed with M. de Modzelewski. If the Soviet proposal could be 
accepted, it would be a perfect solution, but unfortunately that was impossible. . 

Moreover, there was another aspect to the question. The national defence budget not only 
did not always include all the expenditure for national defence, but it sometimes included 
expenditure, such as pensions, which was not intended for military purposes. 

He proposed a compromise-namely, that the Technical Committee should be aske~ to 
consider whether it would not be possible to obtain from the various States a table of 
expenditure on national defence, which would contain a list of national defence expenditure not 
included in the military budget and also a list of expenditure included in that budget but not 
intended for purposes of national defence. Such a table would be presented at the same time as 
the budget and accounts ; it whould show whether the expenditure on national defence, 
under whatever section of the budget it appeared, had been mcluded in the statement. 

He suggested that the Technical Committee, in examining the documents of the various 
countries, should bear in mind the Soviet proposal together with the compromise he had 
just suggested. The French delegation was very anxious that everything should be done to 

.enable a clear view of all expenditure for national defence to be obtained. 

Mr. BARNES (United Kingdom) said that, without wishing to discuss the French proposal, 
he would agree that the model statement should comprise all expenditure without exception. 
The form in which the budget was prepared was a purely academic question. This involved· 
technical matters, and he saw no objection to its being considered by the Technical Committee. 
He referred to. the ~tatement on P!lge 7 ?f the report by the Committee of Budgetary Experts 
that the classification of expenditure m the sub-heads of the budget accounts of different 
countries would involve so many political considerations that it was difficult for a Committee 
of Bu~geta~y Expert~ to d~al with it as it stood. This aspect might raise serious difficulties, 
on which his delegation might have to make reservations . 

Colonel KARMANN {Germany) thought the French proposal formed a solution of the 
problem. 

M. ]ACOMET (France) wished to supplement his proposal by adding that the Governments 
sho~ld undertake to pu~lish all funds derived from extra-budgetary sources and devoted to 
national defence expenditure. 

The P_RESIDENT t~ought the discussion had been most useful, since it had shown the views 
of ~he Various delegations. It was _not, howeyer, the Commission's duty to prepare a text. 
This ~hould be done. by the Techmcal Committee, to which body he proposed to refer the 
question, together With paragraph 2 and the last paragraph of the German proposal. · 

The President's proposal was adopted. 

• See sixth mt't'ting. 
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(b) Gross a11tl Net Expet~ditu,. 

The PRESIDENT pointed out th":t• according to the proposal of the Committt>e of Rudgt'lary 
ExJ?t!rts (<;h~pt~r 7), gross e~penditure rather than net expenditure should be taken as the 
bas1s for limitation and publicity. 

T~e Commi~tee i';l its re~~ had .contemplated certain exceptions to this rule. The 
Techmcal Comm~ttee, 1!1 exammmg the mformation supplied by the various Statt•s, would no 
doubt not~ the difficulties enc~untered by ~hose States in applying the principle laid down by 
the Comm.dtee of E~perts. \\ 1thout kno'lll-mg these technical diflicultit•s and the mc.-ans which 
the Techmc~ Comrmttee would pro~ to ov~rcome them, he thought it would serve no u~dul 
purpose to discuss the substaf!Ce of th1s queshon. Unless any delegate wished to speak on the 
subJect he proposed to refer 1t to the Technical Committee. 

Viscount MuSH;AKOJI (Japan) ~id that in Chapter 7 the Committt>e of Expt•rts 
o~ .~udgetary Ques~10ns had d~ected 1ts attention to. cases where help was rt•ndert•d to the 
~1vilian populahon m. emergencies by the defence serv1ces and extra expenditure was thereby 
mcurred. The Co~m1ttee had ~onsidered that such ~xtra expenditure should not be rl'gar...led 
as defence expenditure, and m1ght therefore be om1tted from the returns. l'or this reason, 
paragraph 5 of the draft annex had been worded as follows : 

"Where additional expenditure is incurred by the forces as a result of help given in 
emergency to the civil population, such additional expenditure may be omitted from the 
returns, whether or not it is paid by the beneficiaries." 

. The Japanese ~elegation. appre~iated this solution as a suitable measure for complying 
w1th urgent needs m exceptional circumstances under the system of budgetary limitation. 
In this connection, however, it would ~int out that disasters or grave occurrences frequently 
happened either as a result of the particular geographical position, or of disordt•rs, and a alate 
of insecurity threatening the life and property of the civil population. In such ca~t's a Govern
ment in the exercise of its rights and duties was obliged to a greater or less extent to protect 
the lives and property of the civil population. It was not merely a question of helping the civil 
population, though the principle was the same. Consequently it was clear that expenditure 
for the protection of the civil population did not constitute national defence expenditure. 

From this point of view the Japanese delegation noted that the present wording of 
paragraph 5 of the draft annex was not quite satisfactory ,and had reserved the right to propose 
a suitable amendment to the terms of that paragraph. 

The Commissi011 decided to 1ejer this question to the Techflictd Committee with the remarks 
of the Japanese tlelegati011. 

(c) Subsidies, LoafiS afttl Parlicipations. 

The PRESIDENT pointed out that the Committee of Experts on Budgetary Questions had 
propose~. in Chapter 8 of its r~port, that sub.sidie~ granted in t~e .form of loans to or partici
pations m establishments, havmg among thetr obJ~cts the furmshmg of goods or servaces. for 
national defence, should be regarded as expendtture effected on such goods or aerv1ces 
and should consequently be included in the model statement. The Committee considered that 
the refund of a loan should not be deducted from national defence expenditure. It nevertheless 
contemplated certain exceptions to these rules in the case of the grant of sub!!idies or loans 
which were unconnected with armaments or purely temporary advances which were not 
renewed. The Committee thought, nevertheless, that the fullest publicity should be given 
to such exclusions and it had therefore provided Table Eon page 40 of its report. The Pre~idl!nt 
thought the Commission could not give an opinion on these points until they had been carefully 
studied by the Technical ~ommittee. He nevertheless consi~er~d that any opinions which might 
be expressed on this subJect by the members of the CommiSSIOn would be very useful to the 
Technical Committee. · 

M. jACOMET (France) emphasised the importance of the question dealt with in Chapter 8 
of the Experts' report from. the po!nt of ~~w of public!tY or limitat~on of armaments 
expenditure. In some countnes th~ 1dea of JOmt undertakings ~as gr.owm~, and g~ve~ned 
the relations of the State with pnvate concerns, so that pubhc bod1es (States, d1stncts, 
departments, municipalities) were authorised to particip~t~ in privat~ industries. Such partici
pation might assume various forms, such as the subscnbmg of cap1tal, the grant of shares, 
the subsequent purchase of shares, the concession of the ownership or use of c~ain installations, 
the grant of rights and privileges in re~u.m fo~ the _right of control ?r a shar~ m profits .. Th~re 
were even cases when the right to partiopate m this manner was la1d down m the constitution 

.AT. DEl'. EXP. COM. 3. ,... 
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or by Jaw. It was obvious that participations of this kind, in und~rtakings manufacturi~g war 
material in peace time, were in the nature of military expe.nditure. The. same ap~lied to 
participations aiming at permitting certain enterprises to equtp themselves m peace time for 
the manufacture of war material immediately after mobilisation. 

M. Jacomet thought th~ question .offered n? difficu!ty if the subsidi~s ~ere granted 
direct and if the correspondmg expenditure was mserted m the budget and m t~e accounts. 
The case was different when such participations were indirect a~d, !n ~articul~r, when 

. they were granted through the agency of holding companies or ba~kmg mstitutes w1t~ ~t~te 
capital. In this case the attention. of th.e Commission shout~ ~~ directed to the multip~c1ty 
and elasticity of the procedure, which m1ght be used for substd!Smg armaments undertakmgs. 

He thought that such operations should as far as possible be controlled and examined in 
the same way as expenditure of any kind appearing in the pub~ic accounts of the ;;ta~e. It 
would therefore be necessary to consider what methods might be used for mdirectly 
subsidising the armaments undertakings referred to in C~apter 8 o~ the Experts' report. 
Chapter 8 should therefore be referred in full to the Techmcal Comrmttee, whtch should be 
asked to examine whether the clauses inserted in the draft annex prepared by the 
Committee of Experts on Budgetary Questions were sufficiently precise to include all cases 
which might arise and whether there was any reason to supplement them. The French delega
tion therefore proposed that Chapter 8 should be referred to the Technical Committee, provided 
the latter could co-opt any competent persons which it thought fit for the study of the question 
of participation. · 

The PRESIDENT pointed out that as regards the second part of its proposal the French 
delegation had already received satisfac.ti<?n. In the Technical Committee's terms of refe_ren<:e 
it was provided that the latter could, lf 1t thought fit, co-opt persons whose co-operation 1t 
considered useful. 

M. LouNATCHARSKI (Union of Soviet Socialist Republics) said that the Soviet delegation 
thought the solutions proposed by the Budgetary Experts with regard to the returns of capital 
invested in war industry were inadequate both technically and from the point of view of the 
principle itself. In Chapter 8 of their report and, in particular, in Article 28 of the draft annex 
to the Convention, the Experts had proposed the limitation not only of expenditure. relating 
to the purchase of war material and subsidies to autonomous State establishments 
manufacturing such material, but also of subsidies to private industry working with the same 
object. They had thus shown the reasonable tendency of limiting thewarpotentialoftheState. 
Moreover, M. Jacomet, in the statement he had just made, had requested the Commission 
to go one step further in this direction. . 

The Soviet delegate, however, thought that this effort could not be regarded as sufficient. 
Undertakings supplying war material to the State could be divided, according to the manner 
in which the capital was invested, into four categories : (1) undertakings coming under the 
State budget ; (2) autonomous State establishments; (3) private undertakings in which the 
State participated either as a shareholder or by financing in some other way; (4) private enter
prises in which the State took no part. Moreover, there were countries which had no war 
mdustry in their territory and were obliged to import war material from abroad. In 
M. Lounatcharski's opinion, the experience of the world war showed that the capitalist countries 
could use any private industry for military purposes and obtain as high a yield as from a 
State enterprise. The utilisation of private undertakings by the State had become still easier 
at the present time, through the experience acquired in this sphere during the war and through 
the progress made in the work of preparing for industrial mobilisation, which had been 
carried out before the war in a very rudimentary manner. The difference between the four 

· groups of industrial undertakings was, therefore, merely economic and not military .. Only 
those countries which imported war material were in a special position and were placed some
what at a disadvantage. 

He ~hou9ht th3:t in thes~ circumstances. the war pot~ntial in no way depended on the 
ownershtp of mdustnal enterpnses manufactunng war matenal. The important point was that 
these undertakings, whether private, semi-private, public or semi-public, existed in the territory 
of a ~tate and not outside its frontiers. In time of war all these enterprises could supply 
matenal to the State whatever their financial system in peace time. Account should not, 
theref?re, b~ taken solely of State arsenals an~ private undertakings receiving guaranteed 
financ1~ ass1stan~e from. the State budget. A h~t should be drawn up and the limitation of 
all capital u~e~ m war md~stry should be constdered, whatever the origin of such capital. 
If the CommiSSion c<?nfined ~tself to the measures recommended by the Committee of Experts 
on Bu?getary Questions, this would ~ot guarantee any limitation of the growth of the war 
potential. Such measures could only bmd States to transform the character of national defence 
bu?getary e~penditure in ways which it was di~cult or impossible to discover, and this would 
ultimately m no way reduce ~he w~r potential. ~he fact that in many countries State 
arsenals were closed down, while pnvate undertakmgs were manufacturing war material, 
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co~ld be e_xplained o!llY by_the desire that private capital should be drawn into the war industry. 
Th1s placmg ?f cap1tal. m1ght also be stimulated by encouraging exports of armaments, by 
grantmg credits to fore1gn countries for military orders and so on. 

For all these reasons, the Soviet delegation considered that Head IV of the modd stah'mrnt 
or the annexed tables should include not only expenditure rt'lating to the war industry coming 
un_der the Stat~ b~dget ~ut also all capital invested in war industry, whatever its source. Tlwse 
pnvate or sem1-pnvate mvestments should be returned and limited undt•r the !'a me conditions 
as budgetary <?r extra-b~dget~ry ex~nditure relating to national ddt•nc:e. This proposal, 
mor~ver,_was m conform1ty WJth the 1dea expres..<;ed by ~1. Jacomet in respt·ct of the nect•ssity 
for mclu~ng extra-bud~etazy expen~iture in ~he statement of military expenditure. As the 
S~ates wh1ch had subm_1tted mformat10n had, m drawing u~ their model statement, complied 
w1t~ th~ recom~endahons <?f the Experts, th~y had certamly not takt-n account of private 
capital mvested m _the war mdustry. The Sov1et delrgation therefore thought it nt•ct•ssary to 
request the countnes represented at the Conference to supply supplementary information 
regarding the investment of private capital in the war industry for the same period as that 
for which they had drawn up the model statements. 

The PRESIDENT noted that the Soviet delegate wished the rult•s recommt'IHit•d by the 
Experts in respect of State subsidies to be extended to private industry. This was a 
new principle which it would be important to discuss and which would require exhaustive 
study. He requested :M. Lounatcharski to submit a definite proposal in writing. 

Colonel KARMANN (Germany) thought the question raised in Chapter 8 of the Experts 
report was most difficult and complicated. It was directly connected with the question of price~ 
and with the question of fluctuations in the purchasing power of the various currencirs which 
was referred to in Chapter 18 of the report. The solutions recommended by the Committt•e 
of Experts on Budgetary Questions did not entirely satisfy the German ddrgatwn. He therefore 
hoped that the Technical Committee would find a better solution. He supported l\1. Jacomet's 
proposal, which he thought might help the Technical Committee in this respect. 

TENTH MEETING 

Held on Wednesday, May 18th, 1932, at 4 p.m. 

President :M. DE VASCONCELLOS. 

21. TRIBUTE TO THE MEMORY OF M. INOUKAI, PRIME MINISTER OF jAPAN. 

The PRESIDENT felt he was voicing the sentiments of the Com_missio!l _in expn•ssing his 
sympathy with Japan for the crime committed on the Japanese Pnme Mm1ster. 

Viscount :MusHAKOJI (Japan) thanked the President on behalf of his country. 

22, DOCUMENTATION SUPPLIED BY THE UNITED STATES DELEGATION : APPLICATION OF TilE 
PRINCIPLE OF SIMULTANEITY. 

Dr. :Mary WooLLEY (United States of ;America) stat~~ that the ~mcrican dclt•ga~ion 
had on that date transmitted full information on the m1!1t~ry exre~d1ture ~f t~e Umted 
States. The Government waived the application of the pnnc1ple o Simultaneity m respect 
of that information. 

M THE CHINESE DELEGATION ON GROSS AND NET EXPENDITURE. 23. EMORANDUM BY 

The PRESIDENT pointed out that, at its last meeting,_ the Coml!lission had decide~ to 
refer the question of gross and net _expenditure to t~e Techmcal Comm1ttee. ~n the ~ea~tlme, 
the Chinese delegation had subm1tted the folloWJng memorandum on th1s subject . 

" The Chinese delegation is in general agreement with the view_s ex~essed in C_hapt~ 7 
of the Report of the Committee of Experts on Budgetary' Questions m connection w~th 
the question of gross and net expenditure, with the_e:cceptwn o! th~ last paragr~ph, winch 
deals with cases where help is rendered to the c1v~ populatwn. m _emergen~1es by t~e 
defence services, and extra expen~tu.re is thereby mcurred wh1ch IS sometimes repaid 
in part or in whole by the beneficlafles. 



"Inasmuch as there may arise difficulti~s in. the interpretati~n o~ these clause~ w~en 
actual cases occur which call for their application, certam clarification and amphcatlon 
seem to be necessary. . . · · h 1 " While there is no objection to contemplating such eventual!t!es, ~t IS ne~ert e ess 
to be clearly understood that, strictly, they appl~ only to c~s l;ll whic_h s~rv1ces _have 
been rendered to the civil population by the nabona.! ~rmy m d!schargmg 1ts ordm~ry 
duty within the country in the ~vent of any_ internal c1vil. co~mobon or natural calam1ty. 

" Subject to this reservation, the Chinese delegatiOn IS prepared to accept the 
recommendation of the Committee of Experts that in any of the above-de~ned cases the 
extra expenditure thus incurred should not be regarded as defence expenditure and may 
therefore be omitted from the returns." 

If the Chinese delegation had no objection, he proposed to refer this document also to the 
Technical Committee for consideration. 

The proposal was adopted. 

MEANING AND SCOPE OF THE TERM " EXPENDITURE ON NATIONAL DEFENCE " 
(continuation of the discussion). 

(c) Private Capital invested in the Armament Industry and Auxiliary Industries: Draft Resolution 
submitted by the Soviet Delegation. · 

The PRESIDENT read the following draft resolution submitted by the delegation of the 
Union of Soviet Socialist Republics 1 : 

"Whereas a large proportion of war material is supplied to the armed forces not by 
Government arsenals and factories but by private companies in which the Government 
cannot hold shares ; . 

" And whereas private undertakings equipped for the production of war material 
can be utilised for military purposes by the belligerents in time of war and yield the same 
output as any Government factory or arsenal; 

" And whereas it seems desirable in the cause of disarmament to limit the growth of 
military power at the expense of private capital : 

"The Commission considers it essential : 
" (a) That private capital invested in the armament industry or auxiliary 

industries should be limited and reduced ; 
" (b) That the Governments represented at the Conference should be requested 

to furnish particulars of the private capital invested in the armament industry and 
auxiliary industries for the same period for which they are furnishing particulars in 
the Model Statement communicated to the Conference." 

Before opening the discussion on the Soviet delegation's draft resolution, the President 
requested the Commission to give its opinion on the primary question whether the new principle 
involved in the Soviet proposal was within the competence of the Commission, whether the 
latter could discuss the proposal, or whether it should refer it to the Bureau of the Conference, 
which would bring it before the General Commission. 

M. jACOMET (France) expressed grave doubts as to the possibility of discussing in the 
National Defence Expenditure Commission a proposal for limiting and reducing capital 
invested in private industries by private individuals. He pointed out that the control of the 
private manufacture of arms, ammunition and war material was one of the questions referred 
to the General Commission in accordance with the co-ordination table of the draft Convention 
(do~ument Conf.D.Ioz). It was evident that any measure for limiting and reducing private 
cap1tal invested in the armament industry could be only one of the forms of the limitation or 
control of the manufacture of armaments by private industry. The French delegation therefore 
~onsidered that the Expenditure Commission could not examine the Soviet proposal until 
1t had been brought before the General Commission, and then only if.the General Commission 
referred it to the Expenditure Commission for consideration from the financial point of view. 

T~e PRESIDENT said that i~ was for the reasons just given by the French delegate that he 
had w1shed to draw the attention of the Commission to this preliminary question. 

~olonel ~A.RM~NN (Germany) thought the Soviet proposal went to the root of the entire 
question of hm1tation. The Expenditure Commission could not however for the moment 
deal with the question of limitation, but it could concentrate its 'efforts on' that of publicity: 

1 See Minutes of the ninth meeting of the Committee. 
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in which the obj~tions raised ~y the French delegation had not the same force. He therefore 
proposed to consider .th.e question merely from the point of view of publicity and to leave it 
to the General Commission to examine the Soviet proposal from the point of view of limitation. 

. M. LoUNA~CHARSKI (Uni_on of Soviet ~ocialist Re~u~lics) said his intention in submitting 
~hlS proP?sal 111as to emph~stse the necess1ty of submtttmg State capital and private capital 
mvested m ~he armament mdus~ry to th~ same. control and publicity. He did not, however, 
press for his _proposal _to ~- discussed Immedtately by the Expenditure Commission, and 
reserved the nght to ratse 1t m the General Commission. 

M. ZEUCEANO (~oum~nia) w~s also of opinion that the Expenditure Commission was not 
competent to e~amme thts ~uestlon. The lim~tation of capital invested in private industry 
was, a~ the President had pomted out, a new question. It was for the Bureau of the Conference 
to decide what body was competent to deal with the question. 

~iscount MusHAK?JI (Japan) said there were two aspects of the Soviet proposal-a 
prac~tc~l and a th_eorettcal aspec;t .. From the theoretical point of view, the proposal implied 
a pnnciple on whtch the Comm1ss1on could not take a decision without exceeding its terms 
of reference. From the practical point of view, it must first be known what was the exnct 
scope of the arm~ment industry or the auxiliary industries. The Japanese delegation therefore 
thought the Sov1et proposal should be referred to the General Commission. 

r:h~ Commissim decided t~ r_efer tlu Soviet proposal to the Bureau of the Confqenu for 
submsss1011 to the General CommJssJon, and the entire questi011 of subsidies loans and participations 
to the Technical Committee. ' 

(d) Special Expenditure caused by the Reduction of Armaments. 

The PRESIDENT pointed out that the Committee of Experts on Budgetary Questions 
had dealt with this subject in Chapter 9 of its report. It had considered that the ·1uct thnt 
expenditure might be associated with a reduction of forces of national defence did not 
constitute a. sufficient reason for excluding such expenditure from the returns. If none of the 
members of the Commission wished to express an opinion on this question, he would propose 
to refer it to the Technical Committee. 

M. jACOMET (France) approved in principle the conclusions drawn In Chapter 9 of the 
Experts' report. He wished, however, to draw attention to the considerable expenditure which 
might result from the cancellation of large contracts for the supply of war material as a re~ult of 
the conclusion of a Convention for the limitation of armaments. At the moment of signing 
such a Convention, it might be necessary ta cancel large contracts-for instance, for naval 
construction. In this case the Governments would be obliged to pay considerable sums to 
the contractors. The public would find it hard to see why such expendtture should be included 
for limitation purposes. 

The French delegation therefore proposed that the question of expenditure rc~ulting 
from the cancellation of contracts should be examined afresh by the Technical Committee. 
If that Committee, nevertheless, found good reasons in favour of including such expenditure 
in the Model Statement, such reasons should be made known. • 

Tlu Commissim refe"et.l the question to the Technical Committee for examination with due 
reference to M. ]acomel's remarks. 

(e) Extra-Budgetary Expenditure: German Proposal. 

The PRESIDENT pointed out that this question had_been de:"lt with in. Chapter IO of the 
report by the Committee of Experts on Budgetary QuestiOns, whtch had amved at the conclu
sion that, if the Governments in good faith inclu~ed in the _Model State.ment all ~xtra-budgetary 
expenditure which could reasonably be ascertamed, and d the other 1tems whtch could not be 
ascertained were treated as coming within the scope of the derogations ~ealt with in Ch~pt':r 4 
of the report, the difficulties arising in this c~nnectio.n would not be .ser•ous. The exam1_nat10n 
.of the practical difficulties conne~ted with thts questJ'?n was a m~re Important task, wh1ch the 
President proposed to entrust drrectly to the Techmcal Commtttee. 

The President then read the text of the German proposal, which was worded as follows : 

" Considering the fact that a certain number of goods and services required by t~e 
national defence organisations are not paid for in cash and therefO!'e do not appear m 
the budget expenditure, the German delegation proposes the followmg : . 

" Countries utilising such services and goods shall fill up a correspondmg table 
annexed to the Model Statement. The form and details of this table shall be fixed 
by the Technical Committee of the Commission." 

He drew attention to the intimate connection between the German proposal. and the 
question of extra-budgetary expenditure. Perhaps the German delegate would gtve some 
explanations on that point. . 



-38-

Colonel KARMANN (Germany) explained tha~ the German proposa~ did not ~efer to extra
budgetary expenditure properly so called, which ~ust always_ be ~ncluded m. the M~del 
Statement. Its aim was to fill a gap in the Experts report •. which did not mention servi~es 
not paid for in cash. It was the figures relating to these services that the German delegation 
wished to have included in a special table annexed to the Model Statement. 

Mr. LYON (United Kingdom) agreed that this important quest},on shou~d be .r~~erred to 
the Technical Committee. He noted that the first sentence read : Countnes utihsmg such 
services and goods shall fill up a corresponding ta~l~ annexed to ~he model. statement ". 
He asked whether it was proposed that the Commission should decide on this measure or 
should merely refer the question of the desirability of filling up such a table to the Technical 
Committee. 

The PRESIDENT replied that there was no question of the Commission taking a decision, 
but merely of requesting the Technical Committee to examine the question and to draw up 
proposals on the subject. 

M. RADULESCO (Rournania) asked Colonel Karrnann to give further details regarding 
his proposal, so that the Technical Committee might take his explanations into account when 
considering the question. 

Colonel KARMANN (Germany) would be satisfied if the proposal were referred to the 
Technical Committee for examination. He thought it unnecessary to give further details at 
the present time, as he had already done so at the previous meeting. 

M. DE MoDZELEWSKI (Poland) pointed out the difficulty of defining extra-bud_getary 
expenditure which should be regarded as military expenditure and should as such be included 
in the Model Statement. He thought the Technical Committee should deal especially with the 
question as to what extra-budgetary expenditure should be included in the St11-ternent. As 
an example, he mentioned the Red Cross, which, while not a military institution, rendered 
services to the army in war-time. Hardly any country had included expenditure for the Red 
Cross in the Model Statement. He proposed to draw the special attention of the Technical 
Committee to this point. · 

The Commission decided to refer the question to the Technical Committee, with a request 
to examine it with due reference to the remarks made by the members of the Commission. 

(f) Definitions in th~ Draft Annex not exhaustive. 

The PRESIDENT pointed out that the Committee of Experts had inserted in the draft 
Annex to the Convention a provision to the effect that the definitions in that draft were not 
limitative as regards either the objects of expenditure or the sources of such expenditure. 
He supposed that the Commission would unanimously share the apprehensions on which this 
proposal by the Committee of Experts was based;·. 

. .Th~ C~mmission_ ~ecided to acc~p~ th~ principle that the de/initio~ in the draft Annex otS 
LJmJtatwn and Publ1c1ty wer~ not lJmJtatJve, and to request the Techmcal Committee to prepare 
a text on this subject. 

(g) Carrying forward of Credits. 

. The PRESIDENT explained that the Committee of Experts had pointed out in Chapter 16 
of Its report that: with a syst~rn of limitation based on actual expenditure and not on credits 
voted, ~he quest~on of carrymg forward credits from one year to one or more subsequent 
years. did not ~n~e. !he Corn~ittee had, however, been led to examine the more general 
q~eshon of vanahons.m.expe!lditure from one year to another. This question would be dealt 
With when the CommiSSIOn discussed point~ connected with the fixing of limits. 

by th~e;eral T ~Ncz~s (Hu~g~y) pointed out that the Committee of Experts had been requested 
of creditse~:ra ory ~mm!SS!on to " determine the conditions under which the carrying forward 
In the last p~~;~~h ~f~~arr ye~r }~ the next year or f~llowing years might be effected". 
carrying forward of credits ap er. I th l~S revrrt, the Cornrmttee of Experts concluded that the 
that from this oint f . ~as m e rst p ~ce a phenomenon of a juridical character, and 
effec'ted in the ~ourso v;ew, ~played no part m the machinery for the limitation of expenditure 
report by the Comn~\~ ea~ .;ear, to ';"hatever ye~r the credits used were referred. As the 
Hungarian delegate I. he: t :perts did !lot provide for a settlement of this question, the 

int of view ~~~ e o raw attention to the fact that it would be desirable from the 
~possible. B;~~chb~~~~\~ie~::r~~~ct.~e ca~Jn~orward of credits in as uniform' a manner 
that, in cases where the ca · f 1 Y wo . orne more c early defined. It was evident 
without fresh legislative auf?;~~atf~:~~e~! ~~~:r from bone yea

1
r to anot.h~r were possible 

• never e cornp ete pubhc1ty by means of 
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closed ac~ounts showing cre~its a~tually used. That was true, in particular, in cases where 
the car:ryt~g forward _of credtts m~ght be dkcted owr a numbt'r of yt•ars without ll'gislat ive 
a~thonsahon. ~n th1s way, considerable rt"s.t'rves could he accumulah·d and utilised at a 
gtven moment \\'l~hout an account being rendered of the utili"'1tion of balancrs of credits over 
several years until_ a later date and possibly t'ven after the lapse of a numllt'r of yt•ars. The 
Hungana~ del~gahon therefore thought the Tt"Chnical ~ommith·e should be askt•d to inn•stigate 
the quesh?n whether a settl~ment _could he fou!'~ whtch would guarantt•e equal conditions to 
all States m_ respect of the hmttahon and pubhctty of bmlgl'ts from the )X>int of vkw nlso 
of the carrymg forward of credits. 

M. jACOr.tET (~ranee) said the French dekgation supported the Hungarian ddt•gation's 
propos~. I~ was md~t'd of the greatest interest to asct'rtain what rt'sources a Governnll'nt 
had at Its_ dtsposal wttho_ut being obliged to obtain a fresh authorisation from Parlianll'nt. 
The queshon of the carrymg forward of credits was espt'Cially connt-ch·d with Tnhh• C. whil'h 
relat_ed to a~ount of block credits outstanding. _Block credits should also indude outstan11ing 
credtts carrt~d over from o!le year t~ another wtthout any frt·~h authorisation bdng rt'quireli 
from the_legtslature: In this connection, M. Jacomet thought 1t would ht• usl'ful to give some 
explanations regardmg the scope and origin of the statement containt•tl in Chapll-r 1b of the 
repor~ of the Budgetary ~xperts. From the beginning of the Experts' work, the qut•stiun of tht• 
carryt~g for~ar~ of credtts had taken a prominent place. Many States wt•re able, undt•r tlll'ir 
finan~tall~gtslahon, to expend over a n.umber of years sums vott·d during one pnrtkular yt•ar, 
espectally m respect of orders for matenals. In some countrit·s, the right to expt•nd tlll'se snms 
over a number of years was not subject to any condition, while otht•r countries wt•re ohligt•d to 
obtain a fresh authorisation from Parliament in order to utilise amounts not t'Xpendcd nt the 
end of a financial year. Whatever the particular conditions of intcrnalll"gislation rt·garding the 
carrying forward of credits, it was natural, in drawing up a con\'t'ntion for the limitation of 
expenditure, to grant those States the right to the benefits accorded to them by thdr inh'rnal 
legislation. It was for this reason that the Preparatory Commission had reqtll'strd tlw 
Committee of Experts to " determine the conditions under whirh the carrying forward of 
credits from one budgetary year to the next year or following years might be effected ", For the 
reasons given in Chapter 5 of the report, the Committee of Experts had been lt·d to rt"jcct nny 
conception which aimed at limiting the credits voted. It had rtachPd the conclusion tlmt tlw 
limitation of expenditure could refer only to payments. In tltese circumstances the question of 
the carrying forward of credits, which would have played an esst"ntial part in a limitation b"st'!l 
on the credits voted, obviously lost a great deal of its juridical importance. In a limitation of 
expenditure based on payments effected, the carrying forward of credits occurred only to 
the extent that the right of using the credits carried forward facilitated variations in the 
volume of payments during a number of consecutive years. The idea of carrying forward 
credits was therefore, so to say, submerged in the more general phenomenon of the inevitable 
variations in the volume of expenditure during a number of years. Consequently, the qu!'stion 
of carrying forward credits did not in itself exist in a system of limitation ba~d on palnll'nls. 
The French delegation therefore proposed that the Expenditure Commission shout< ncrrpt 
the negative conclusions of Chapter 16, which he considered would become constructive wh<·n 
fixing the limits of expenditure and taking into account the variations of such expenditure 
from one year to another. 

Mr. LYON (United Kingdom) had found M. Jacomet's explanation~ ?f grt·at int<·rc~t. 
He wished to be clear on one point. l\1. Jacomet had asked the ~ommtsswn to ncc<·pt the 
negative principle. He understood this to refer to the statement Ill the last. paragraph of 
Chapter 16 of the report by the Committee of Budgetary Exper~s th~t the c.arrymg forward of 
credits was a phenomenon of a juridical character, and fr~m th1s po1nt of VICW played no part 
in the machinery for limitation proposed by the Committee. 

M. jACOr.tET (France) replied that his intention was to as~ the Commissi~n !o a_ce<·pt the 
principle that the carrying forward of credit~ played n~ part m a syst~m of hmJt~tJon hal'f·.<l 
on actual payments. Obviously the Techmcal Committee should gtve expresswn to tlus 
principle. 

l\1. PIPINELIS (Greece) drew attention t~ a poin_t o~ particular !mp~'Jrtance to ~is co~ntry . 
. The uestion of the carrying forward of credtts lost 1ts Importance m vww of the f.tct t~at tl!c 
rob~m of the variations in expenditure from one year to another had been exammc.d 1n 

~special chapter of the Experts' report-namely, Chapter 17. In th~t. chapter, the ~ommtttcc 
of Experts had reached the conclusion that a certa!n meas~re of elastt~Jty should ~Je mtroduccd 
in fixing the limits of expenditure of the contr~ctmg parties. F<?r t.h•s purl?ose 1t had recom
mended a system sufficiently elastic to take mto account vanatlons whtch were !l'~r~ally 

ssible, while at the same time offering the necessary guarantees as t? the pos~tbthty of 
fccumulating reserves which might be used in a given_ year. Th.e Hellemc ddegatton wo~ld 
not like the examination of this question by the Techmcal Com'!uttee ~o lead to the. adoption 
of a more rigid system in respect of the carrying forwar~ of cred1ts, whtch wo~!d obh?'e States 
t f rm t heir budgetary methods and would thus Impose on the financial departments 
o re o d . . d. . ld t b b of the various States a burden which, un er ex1stmg con Jttons, cou no e orne. 
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Colonel KARMANN (Germany) pointed out t~a~ t~e Greek delegate bad _just raised the 
most important question of the entire problem of lurutatiOn-namel~, t.he question o~ transfers, 

h" h was dealt with by the Committee in Chapter 17. The CommiSSIOn was at this ~oment 
;e:~ng with the question of the carrying forward of credits, whi_ch was related more Pll;rt~cul~rly 
to publicity, while the question of ~r~nsfers concerned exclusively the problem of hm1tat1on, 
with which the Expenditure CommiSSion could not deal at the present moment. The German 
delegate agreed entirely with the view expressed by the French delegate. 

Mr. LYON (United Kingdom) noted that the Greek delegate h~d referred t<;> questi<?ns 
coming under Chapter 17 of the report. This chapter raise~ many ddfi~ult questions, wh1ch 
would have to be carefully examined by the Techmcal Committee. As th1s chapte~ was ~ot on 
the agenda of the present meeting, he suggested that it was not the moment to d1scuss 1t. 

M. PIPINELIS (Greece) explained that ~e had referred .to Chapter 17 on ~ccount of the 
connection which he saw between the question of the carrymg ~orward of credit~ a!ld that of 
variations in expenditure. He had wished to draw the attention of the CommiSSion to t~e 
Greek delegation's wish that the elasticity of the system recommended by the experts m 
Chapter 17 of their report should not be affected. 

The Commission decided to refer the question of the carrying forward of credits t~ the Technical 
Committee. 

(h) Tables C, D, E and F appended to the Model Statement. 

The PRESIDENT pointed out that this point had been inserted in the Commission's 
programme of work solely for reasons of method. The Commission would no doubt agree that 
there could be no question of studying this point before examining questions of substance to 
be settled before the annexed tables could be adopted, which could take place only with the 
help of a report by the -Technical Committee. · 

M. jACOMET (France) shared the President's view. He wished, however, to make certain 
statements regarding Table C for the benefit of the Technical Committee. The Committee 
of Experts had drawn up Table C so that the States might include in it block credits voted 
once for all in a single budget which might be expended over a number of years. The French 
delegation thought it was indispensable to ensure the fullest publicity for sums remaining 
available on these block credits, which were to be understood as including credits carried 
forward in the previous year when this could be done without further authorisation by Parlia
ment. The title of Table Cas drawn up by the Experts needed to be made clearer, however. 
It referred to amounts outstanding at the end of the financial year. The conception of credits 
used varied in different countries according to the characteristics of the respective budgetary 
legislations. In some countries a credit was used to cover a commitment to enter 
into expenditure ; in other countries, to cover liquidation ; in others, to cover. the issue of an 
order !or payment ; and, in others, lastly, it was used for the actual payment. If each country 
filled m Table Con the basis of the conception adopted by its internal legislation, this would 
result in differences between the figures included in the table. For the same voted credit the 
amou.nt of the credit regarded as used would vary according to the methods of accountancy in 
the different countries, and the outstanding portion would be represented by a different figure in 
each case. It was essential to bring this question before the Technical Committee and to 
request it to draw up instructions for filling in Table C. This was a technical question which 
should be settled by a technical committee. -

The PRESIDENT said the Technical Committee would take these remarks into consideration. 

Col?nel KARM~NN (Germ~ny) emphasised the importance of the question raised by the 
Hunga~1an delegation. The l!"llportant point was publicity of expenditure. The German 
de~egahon felt that Table C _d1d not e~tirely fulfil the requirements of proper publicity. It 
m1ght _be_ use.ful for the Tech~ucal Co~m~ttee to examine whether it was impassible to arrive at 
a spec1ahsahon of outstandmg credits m accordance with the heads of the Model Statement. 

. ~1. )ACOMET (France) _said th~ French delegation .would gladly agree to a proposal to 
d1scnmmate betwe~n credits carried forward from one year to another provided it was 
und~rstood that th1s referred to credits carried forward without special auth · t" f Parhament. onsa 10n o 

The Commission decided to refer the question of Tables C D E and F pp d d t the 
.Model Statement to the Technical Committee. ' ' a_ en e 0 
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25. CLASSIFICATION OF EXPESDITl"RE OS NATIOS.\L DEFENCE. 

(a) The Model Statement. 

Bud ~~e PRQ~!~~~!s e~plaine~ that C~apter :z of ~he report by the Committee of Experts on 
Com~~n would no deal~ With 9ues~IOns regardmg the form of the 1\lodt'} Statement. The 
of substance before ent~~in~ ch.~~dt~ ~ p~e;~ra~le to ~nish the discussion of various questions 
the headings of the tables d : 0 e orm 0 the Model Statemt•nt and the title of 
course have a number of ~nnexe t ereto .. The T~hnic~l Committee would no doubt in due 
Expenditure Commission ~:~shls tot su:m~~ on this subJect. Among the questions which the 
the Committee of Ex erts- ave o eel e was on~ which had bt•en raised in thrreport by 
organised on a milit p b . n)~mell, should the expenditure on armed forces (and formations 
and those stati dary asJs ? e s Hwn se_parately for the forces stationt'd in the home country 
Ex enditure Coone . o_verse~s e pomted ou~ .that the decision to be hlkrn by the 
f tp bl lat" mtmiSSffion !flight be affected by deciSions taken by otht•r commissions in resru'Ct o a es re mg o e ecbves. · ,-. 

f thThCe Pres~d~nt phrodposed to refer Chapter :z to the Technical Committee unless the membt•rs 
o e ommJSSJon a any remarks to make on this subject. 

M. DE MoDZELEWSKI (Poland) thought it was impossible to discuss the form of the 1\lodl'} 
Sta~e~ent before other q~estions relating to the contents of the Modl'l Statemrnt had bt•en 
sett e • such as.the question of services not paid for in cash, which had bt•en rnist•d b the 

h
German delegation. He also proposed to refer Chapter :z to the Technical Committee Jhich 

owever, could not examine it until it reached the end of its work. ' ' 

The Commission decided to refer Chapter 2 of the Experts' report to the Technical Commilt~e. 

(b) Changes in Appropriation of Funds. 

The PRESI?ENT re~inded the Commission that this question had alreadr been discusst'd 
!lnder the headmg relatmg to secret funds and changes in the appropriation o fund!! and that 
1t had agreed to refer the question to the Technical Committee. ' 

ELEVENTH MEETING 

Held on Thursday, May 19lh, II)J2, at J.Jo p.fll. 

President : M. DE VASCONCELLOS. 

26. CLASSIFICATION OF EXPENDITURE ON NATIONAL DEFENCE (continuation). 

(c) Contents and Classification of the Subheads in the Model Statement. 

The PRESIDENT pointed out that the Committee of Experh on Budgetary Quc'ltion!l 
had considered it impossible to give a synthetic definition of expenditure on natinnal defence. 
It had decided in 1927 to draw up a list of such expenditure as a basis for ih work ; it had 
revised that list at its last session (pages 29 to 34 and 41 and 42 of the report). It was evident 
that the Conference would have to approve and amend the list drawn up by the Committee. 
Moreover, it would appear that this task could not be accomplished at a plenary meeting. In 
its report, the Committee of Experts on Budgetary Questions had mentioned a certain number 
of poinho relating to the contents and classification of the subheads, and the~e questions 
would have to be settled by the Conference. In examining the documents supplied by the 
Governments, the Technical Committee would no doubt find a great number of points on 
which special decisions would have to be taken. The President was sure that the Technical 
Committee would be glad to receive any special suggestions which the various delegations 
might wish to submit. Under the circumstances, he thought it might be preferable to 
postpone the discussion of this chapter until the Technical Committee had submitted its report. 

_ Colonel ELLIS (India) did not wish to/rejudice the conclusions at which the Technical 
Committee might arrive. He merely wishe to state on behalf of the Indian delegation that, 
in view of the difficulty of making changes in the accountancy systems of the various countries, 
it would be desirable, as far as possible, to simplify the heads of the Model Statement. He hoped 
that the Technical Committee would reduce the number of these heads to the necessary 
minimum. 

Viscount MusHAKOJI (Japan) agreed with the delegate of India. 
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h t' made by the delegate of India was 
J\Ir. LYON (Unit.ed Kingdom) thought t e sugges 1~n the more exact would be the figures 

worthy of ~onsiderahon. The smaller the number of ~~an:· had experienced great difficulty in 
contained m the Model Statement. All the delega 10and B of Head I. Similarly, it was very 
dividing expenditure on personnel between sub~eads A · to the civilian personnel referred to 
difficult to determine the exact figure of ~xpe~di}ur~ re~atmg it had been impossible to determine 
in subhead C of t~e .s~me head. In Grea\ ntdu!1, ~~ ms :~~~~cture of war material for the air 
the number of civilian workmen emp oye 1." e m he fi ures for this force, while the 
force. For. this reason, it had not be~~ possi~l~ t~e!~a~~l!d in.g Mr. Lyon shared the view of 
correspondmg head. for navahl ahnd ll~n d'dorcest ~ h to preJ'udice any conclusions at which the 
the delegate of India, th.oug ~a so 1 no w1s 
Technical Committee might arnve. 

f M (P land) was of opinion that the Commission and the Technical 
Com~lit~e~ c~~~E~~;~~~uss0the question of the classi~cation o~ the s~bh~ads of the Model 
Statement until it knew the results of the general. discussiOn on th1~ quer~on ~!1 the ~~;e~~~fs~ 
It was true that the experts had a te~dency to mcrease }h; ~l_lm e~ ~he e~n~~!~· Kingdom as 
delegation was in entire agreement with the delegates o n Ia an h. h h ld t ' 
regards the necessity of simplifying, as far as possible, the Model Statement, w IC s ou no 
have too many subheads. 

M RADULESCO (Roumania) Chairman of the Technical Committee, s~id that the 
Committee would note these rem~rks and endeavour to attain the P"eatest possible clearness 
and accuracy, while avoiding, as far as possible, any unnecessary mcrease m the number of 
headings in the Model Statement. 

M. jACOMET (France) said the Committee of Experts on B.udge~ary Questions had done 
all it could to reduce, as far as possible, the number of headmgs m the Model Statement. 
While agreeing with the recommendations whic~ had ju~t been made, h~ neverth.eless thought 
it necessary to have a certain number of headmgs which had a defimte meanmg and gave 
definite indications. The double aim of simplicity and accuracy should be pursued an~ ~he 
essential elements of national defence expenditure should be made clear. He was of opmwn 
that, to this end, a middle course should be taken and a Model Statement should be adopted 
which would be both simple and complete. 

The PRESIDENT said the Technical Committee would take note of these remarks. 

(d) Definitions in the Draft Annex not exhaustive. 

The PRESIDENT remarked that, at its meeting on the previous day, the Commission 
had approved the principle proposed by the Committee of Experts to the effect that the 
defmitions of the draft Annex were not limitative as regards either the objects of expenditure or 
the sources of such expenditure. It had been left to the Technical Committee to draw up a text 
expressing this principle. The decision taken referred both to the question of classification and 
that of the meaning and scope of the term" expenditure". He did not think it was necessary 
to open a discussion on this point. 

(c) Separatio11 of Expendit11re for the Three Forces. 

The PRESIDENT pointed out that the Preparatory Commission had instructed the Committee 
of Experts on Budgetary Questions to examine the possibility of a separate limitation of expen
diture on land, naval and air forces (paragraph 177 of the Preparatory Commission's report). 
The Committee of Experts had reached the conclusion that there was no objection, from a 
technical point of view, to a st>parate limitation of the total expenditure relating to each of the 
three arms. Under the decision taken by the General Commission, the question of a limitation 
of the special heads had been referred to the Expenditure Commission, as would be seen by 
t.he. co-?rdination table (document Conf.D.Ioz, page 22), although the .actual principle of the 
hm1tatwn of armaments had been reserved for the General Commission. The President 
~equest.ed the Expcnditu~e Commission to. decide whether it thought fit to open a discussion 
Immediately on the question of the separatiOn of expenditure for the three forces. He reminded 
the Commission that the Norwegian delegate had made a proposal on this subject during the 
general discussion in the plenary meetings of the Conference (document Conf.D.gg, page 51, 
paragraph 2). 

M. P~RN~. (Yugoslavia) pointed out. that in adopting Article 29 of the draft Convention, 
under which ~he total annual ex~end1ture ~f each of t~~ High Contracting Parties on his 
land, se~ and air forces and formatiOns orgamsed on a military basis shall be limited to the 
figure lai~ down for. such Party ·:, the Preparatory Commission had left unsettled the question 
"hether It was dc.s1rable to hn~I~ scparatel.Y th_e expenditure relating to each of these three 
forces. As a p~actical. and prov1sim~al solution, It had been decided to instruct the Committee 
of Experts to examme the possibility of a separate limitation of expenditure on land, naval 
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and air forces ". The Committee of Experts, while recognising the difficulties which would be 
encountered in making a detailed differentiation between the expenditure on the three kinds 
of. forces, ha~ nevertheless settled the question in the affirmative. The Yugoslav delegation 
WIShed t? pomt out ~hat it could not agree with this point of view. The Yugoslav delegation 
was lea~ng on one. s1de the political advantages or disadvantages of a separate limitation and 
was d~aling only With the technical aspect of the problem. Yugoslavia had only one Ministry 
of National Defence. When the Model Statement had had to be filled in, the Yugoslav Govern
ment had encountered considerable accountancy difficulties in discriminating between 
expenditure with a view to dividing it up among the three forces. The Yugoslav delegation 
was therefore of opinion that a separate limitation of the forces was not advisable. It hoped 
that the Technical Committee would take its remarks into consideration. 

The PRESIDENT pointed out that the presen.t debate was merely provisional, as there 
was as yet no real basis for any discussion. The principle of budgetary limitation had not 
been adopted by the General Commission and Article 29 remained in suspense. 

. M. DE MODZELEWSKI (Poland) agreed that the principle of limitation had not yet been 
d1scussed and would probably not be discussed by the Expenditure C.ommission. Nevertheless, 
the Committee of Experts on Budgetary Questions had been instructed by the Preparatory 
Commission to "examine the possibility of a separate limitation of expenditure on land, 
naval and air forces ". It was therefore useful for the Expenditure Commission to open a 
discussion which was likely to help the other Commissions and the Conference by pointing 
out elements which, from a technical point of view, might be unfavourable to a separate limitation 
of national defence expenditure on each of the three forces. There were therefore grounds 
for carrying out the discussion on a wider basis than that suggested by the President. 

In the first place, as far as publicity on expenditure was concerned, a distinction should 
be made between countries which had only one Ministry of National Defence and those which 
had two or three. It was evidently simpler, from the point of view of accountancy practice, 
for countries with three Ministries to give separate figures for each of the forces. Nevertheless, 
there was a danger that such a separation might be merely theoretical for, in urgent cases, the 
various Ministries might be obliged to transfer from one Ministry to another, for instance, 
sanitary or engineering material, the purchase of which had been placed separately 
to the account of each Ministry. The difficulties were still greater in countries which had only 
one Ministry and which purchased certain categories of material for all the three forces without 
making any distinction in their accounts. 

Moreover, a distinction must be made between countries manufacturing war material 
and countries which were obliged to purchase such material from abroad. The latter were 
compelled, for reasons of economy, to purchase large quantities of material and to endeavour, 
as far as possible, to group orders together. The destination of sums expended on each of the 
three forces varied from one year to another, according to the requirements of national defence. 

Lastly, a distinction should be made between countries which had long ago stabilised 
their system of national defence and possessed stocks which had been normally constituted 
and countries which, on account of special circumstances, had not yet established equilibrium 
between the various categories of expenditure and had not had the timenorpossibilitytoadapt 
their armaments to their new conditions of existence. These countries were obliged, in 
accordance with the circumstances, to concentrate their activities in regard to armaments 
at one time on one force and at another on other forces. The proportion between 
the expenditure relating to each of these categories varied therefore from one year to another. 
If the principle of separate limitation. were adopted, countries in this position would be at a 
disadvantage as compared with countries whose military organisation was complete. 

M. de Modzelewski therefore proposed, on behalf of the Polish delegation, that, if it were 
decided to limit the national defence expenditur-e, such limitation should apply to the total 
figures. He wished to point out that, ifthe separate limitation ofthe forces were admitted, the 
Powers that were in the special position which he had just described would be obliged to 
demand that higher limits of expenditure should be fixed for them, which they were far 
from desiring. . 

As regards publicity, Poland would endeavour to fill in the Model Statement as nearly as 
possible in accordance with the recommendations to be adopted. If this Statement proved to 
be inadequate, it would endeavour to make the necessary changes. · 

M. HUTONEN (Finland) pointed out that the Committee of Experts on Budgetary Questions 
referred expressly in its report to the separate limitation of the total expenditure on each 
of the forces. The objection might be raised that it was premature to speak of the separation 
of expenditure before the main question of budgetary limitation had been decided, but he 
did not wish to prolong the discussion by purely formal considerations. The aspect of the 
question varied, according to whether the aim was publicity or limitation or even the reduction 
of national defence expenditure. If it were only a question of publicity, the objections which 
might be raised against separation were of a purely technical character. The small States 
which had only one Ministry of National Defence and only one budget for the total defence 
expenditure would encounter difficulties which the Committee of Experts was aware of, but did 
not consider insurmountable. It was possible that the accountancy problem involved in this 
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uld ·1 be solved 1·n theory In practice it was somewhat complicated in view of the case co eas1 y · • . . · · h t · · t · overla ing of all the branches of the military adm1mstrat10n m t e coun nes m ques 1on 
and of~ he extremely small staff at the disposal of the ac~oun.tancy. depa!iments of these 
countries. Nevertheless, it was certain that all these countnes, mcludm!:l" Fmland, would do 
all in their power to overcome these technical difficulties and thus !o help ~n the ~or.k o~ peace. 

If, on the other hand, the question were regarded from the po~nt of v1ew of hmltahon, the 
separation of expenditure was difficult, not only from the standpomt of account~nc:r, but also 
on account of the position of the small countries. The material means a! the1r d1sposal.for 
national defence were very restricted and must be used in the most ef!echve an.d economical 
manner. These countries must therefore be able to concentrat.e the1~ efforts. m r~spect of 
armaments on the forces which appeared most suitable for the1r particular situation. For 
that purpose they must enjoy great freedom in respect of the transfer fron_t one force to another 
of the annuai amounts allotted to them. This principle had be.en adopted m the ~aft Conven
tion for countries with fleets of small tonnage. These countnes had been authonsed to make 
transfers between the various categories of vessels. 

It should not be forgotten that the small countries were, for the most part, 
obliged to order their war material from abroad. For reasons of economy, . they ~ere 
therefore obliged to place all their orders at one time. In other words, m a gtven 
year they had to order land material, while in the following year they would order 
naval material and in the 'third year would concentrate their efforts on the a1r force. U!lder 
these circumstances there could be no question of a separate limitation of the total expenditure 
on each of the three forces, as this would mean a certain average level of expenditure for 
each of the three forces every year. It was true that provisions had been made for variations 
in the expenditure from one year to another within the limits of a certain percentage.' but, in 
the countries in question, the variations for the different forces might be very considerable, 
although the total budget varied very slightly. 

In order to take the special situation of these countries into account, it would 
be fair either to fix a somewhat high percentage of variation for each force separately, 
which would mean that these limits would lose their practical value in respect of 
other countries, or to fix two different perce11tages, which would appear difficult to 
put into practice. The Finnish delegate suggested a solution which might overcome these 
difficulties. By analogy with the principle adopted for the fleets of small tonnage, an exception 
might be made in favour of the small countries, whose system of national defence did not 
constitute a threat to anyone. This exception would consist in not imposing on the small 
countries the obligation to limit the budgets of the three forces separately. It would apply to 
States whose total budget did not exceed a certain amount. Such a solution would enable the 
small States to maintain their armaments on the lowest possible level, while devoting the 

. necessary minimum of resources in turn to each of the three forces. The small States would 
thus be dispensed from the obligation of creating their own war industry. 

M. SCHMIDT (Estonia) said that, in view of the remarks made by the previous speakers, it was 
unnecessary for him to go into the question at length. He would merely make some observations 
concerning his country in particular. In spite of the difficulties due to the fact that numerous 
countries had only a single Ministry of National Defence, the Committee of Experts, whose 
competence was beyond doubt, had thought fit to retain the principle of separate limitation. 
It ~hould, however, be borne in mind that the small countries which had an insignificant army, 
wh1ch had not separate ministries for the different forces and which had important departments 
common to ~he three forces would find it difficult to supply separate figures for each 
force. Even If t~ey reorganised their accountancy system, which was difficult, they could 
not reach a sufficient degree of accura~y and their figures would be merely approximate, while 
the present figures were clear and prec1se. He therefore suggested that the Technical Committee 
sho~lld ~e r~quested to ex~mine this point again, and to bear in mind that the actual situation 
vaned 1~ d1ff.erent c.ountnes .. H~ hoped tha~ a simpl~ and equitable formula would be found. 
From th1s pomt of v1ew, the Fmmsh delegate s suggestiOn appeared to him to be very reasonable. 

M. SANDI.ER (Sweden) pointed out that Chapter 13 of the Experts' report did not aim 
mer~ly a~ the separation ~f the total expen~iture on th~ three forces, but also at the possibility 
of 1solahng ~he categones of war-matenal. In th1s connection, he recalled that there 
was a Swed1sh proposal regarding the limitation of the materials of the air forces 
(docu~e~t ~onf.D.no). This proposal ha~ not been referred to the Expenditure 
CommiSSion. ?n ~he other hand, a Norwegian proposal, which appeared in Point 10 
of the Co-?r~ma~10n Table', had been referred to the Commission. The uestion of 
budgetary hm1tahon was not on the agenda of the Expenditure Commission · ~ had been 
~~serveddfor the General Commission. He did not ask that the Swedish prop~sal should be 

~:J~~:~xki~:l~~~~::~7c~:!~~t:~nt~~t t~et~~t~r~a~ft~:ef ~~~ ~~s~i:~~af~ i;o;~~f1~~; ~{ 
three elements can in gen:~alo ~~~a[~~ en · It came to the conclusion that each of these 
each of the three forces .. . ' ISO a e even more closely than the total expenditure on 

The Swedish delegate considered that th T h · al c · · 
on this question and state whether the conclu:ion~c 0~1~he E~;:::!~er:;~~u!~o~l~e b~na~~~~:; 

' Document Coni. D.1oz. 
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He had no intention of expressing an opinion on the substance of the question but, as other 
speakers had done so, he stated that, in his opinion, the separation of the expenditure on the 
three forces was necessary, if the Model Statement was to be a practical instrument for the 
purposes of the Convention. 

Colonel KARMANN (Germany) assumed that most delegations would share the views 
expressed by the delegate of India. He agreed that there was much weight in the objections 
raised by the Yugoslav delegate. The German delegation had always thought that it would 
be impossible to separate items of expenditure for the three forces. The political point of view 
should also be borne in mind. If it were impossible to separate the expenditure, it would 
become ~ery difficult to enforce Articles 10 and 24 of the draft Convention. 

Colonel FARSKY (Czechoslovakia) supported the views of the Yugoslav delegate. As far 
as Czechoslovakia was concerned, there would be accountancy difficulties, since that country 
had only one Ministry of National Defence. He would not, however, insist on this point of 
view, if the Conference decided that separation was possible. 

Viscount MusHAKOJI (Japan) was opposed to the separation of expenditure. In Japan 
there was no separate Air Ministry, and the air force formed a part both of the army and of the 
navy. It was therefore impossible to make an exact separation as regards the air force. 

M. jACOMET (France) was far from being as pessimistic as most speakers regarding the 
possibility of separating expenditure. He based his conviction on the report of the Budgetary 
Experts. The Committee which had drafted that report included representatives of twelve 
States with very dissimilar budgetary systems. For instance, some had only one Ministry for all 
forces, and others had no Air Ministry. Nevertheless, the Committee had reached the conclusion 
that separation was possible. Moreover, in the information given in accordance with the 
recommendations contained in that report a separation in expenditure had, in fact, been made 
in most cases. 

He would suggest that the Technical Committee be requested to ascertain, from the 
point of view of publicity, how each State made the separation in practice and the degree of 
watertightness between the three groups which had been attained. In this way the Technical 
Committee could prepare the way for a subsequent discussion of the political aspect of the 
question in the General Commission. He therefore proposed that the Technical Committee 
be requested, during its examination of the documents submitted to it, to consider the 
difficulties encountered by each country. · 

He requested that the Finnish proposal should be distributed in writing. While the remarks 
made by the Finnish delegate had been intended primarily to refer to small countries, they 
might also apply to the difficulties experienced by other countries. 

· M. DE MoDZELEWSKI (Poland) agreed with the French delegate. It was for the Technical 
Committee to decide, in respect of publicity, what difficulties were encountered and how they 
could be overcome. The Technical Committee's view could be used in order to reach a general 
decision as to whether separation was useful or not. If a separate limit were fixed for each 
force, this would have to be higher, in order to deal with any exceptional circumstances which 
might arise, and thu~ the general limit of armaments would be increased. This was contrary 
to the aim of the Conference. · . 

He agreed with the French delegate that this matter should be referred to the Technical 
Committee, which should begin with the question of publicity. 

General BARBERIS (Italy) thought it was too early to reach a decision, since only five 
States had deposited their documentation. It was therefore preferable to wait until the 
Technical Committee was in a position to give a technical opinion. In this respect he agreed 
with the Swedish delegate's view, as supplemented by the French delegate. 

M. SANDLER (Sweden) said the documents he had seen gave no cause for pessimism. He 
had no objection to the Technical Committee seriously considering all the difficulties of the 
case in the light of the information it had received. 

Jw!r. LvoN (United Kingdom) understood that M. Jacomet proposed to refer the general 
queshon under Chapter 13 to the Technical Committee. He agreed with this view. He asked 
however, whether this examination was to be confined to the question whether the Modei 
Statement was a practical instrument for purposes of publicity only or also for limitation, and 
whether the latter aspect was to be excluded from the work of the Technical Committee. 



M RADULESCO (Roumania), Chairman of the Technical Committee, s~i~ that the 
uesti~n contained in Chapter 13 had two aspects: in th~ first place a political as~ct, 

!hich did not concern the Expenditure Commission, and m the s_econd place a . techm~al 
aspect. The latter could be approached either fro'? a theoretical or a practical p~mt 
of view. If the Commission considered the tech~Ical aspect onl~. from a ~heorebcal 
point of view, no progress would be made. The obJ~Ct of ~he Tec~mcal Comm~ttee must 
therefore be to consider the question from a practical pomt of v~t;w. For this purp?se 
it had drawn up a memorandum (document Conf.D./C.D.JC.T.J2(I)) for 1ts o~ use, as a gu1de 
in examining the documents provided by the various Governments. The porbo!i of t~e memo
randum referring to the Model Statement was divided into two parts : (1) umve~sahty of the 
expenditure, and (2) classification of the expenditure. Under the latter headmg the first 
question was : 

"Do the Model Statements of the several countries show separately the expenditure 
on 

" (a) 
" (b) 
" (c) 
" (d) 
" (e) 

Land, naval and air forces ; . . . . 
Armed forces and formations orgamsed on a military basis ; 
Forces stationed at home and forces stationed overseas ; 
Heads I to IV ; 
Subheads A to N ? 

" Has it been possible to make the above divisions by the use of the figures 
contained in the closed accounts ?" 

This was followed by question 2 : 

" Where these accounts have been found inadequate for that purpose, has this 
inadequacy been overcome (a) by the use of figures contained in administrative returns, 
(b) by the use of co-efficients based on the budget, or (c) ~y what other method ? " 

It was only when the Technical Committee had concluded its work and had reported 
whether the separation of expenditure was possible that the Expenditure Commission could 
decide the political question. He thought everyone would agree that no decision could be 
reached at the present time. 

Colonel KARMANN (Germany) thought the United Kingdom delegate had raised a question 
of great interest. He was of opinion that the Commission and the Technical Committee were 
qualified to study the whole sphere of publicity and limitation in connection with Article 29 
of the draft Convention, which provided for the limitation of the total expenditure of each 
contracting party. If the Technical Committee decided that separation was impossible, it 
would be difficult to reach a satisfactory result in respect of Articles IO and 24. 

The PRESIDENT proposed to adjourn the discussion until the following meeting. By that 
time the Finnish delegate's proposal would have been received in writing, and the members of 
the Commission would have had time to consider this complicated technical question. 

I.t was decided to adjourn the discussion. 

(f) Tables A and B appended to the Model Statement. 

The PREsiDENT presumed that the Commission would wish to follow the same procedure 
in respect of Tables A and Bas in the case of Tables C D E and F-namely to refer them to 
the Technical Committee. ' ' ' 

This proposal was adopted. 

27. RECONCILIATION TABLES. DEROGATIONS. PROPOSAL BY THE GERMAN DELEGATION. 

~he ~RESI~ENT rem~rked ui~t the Technical Committee, in studying the procedure for the 
exammab~~ o~ mformabon supphe~ by the Governments,hadalreadypointedout the value of 
the reco';lcihabon tables to be furmshed by them. These tables would show how each figure 
~ntered ~n the Model Statement was extracted from the various chapters of the accounts 
m question or from returns from other sources. The Technical Committee would no doubt 
be l~d to make a thorough study of this question, in order to submit recommendations on the 
subject. . · . 

I:Ie reminded the. Commission that at a previous meeting • the German d 1 t' h d 
submitted the followmg proposal : . e ega IOn a 

"_Th~ reconciliation tables are to be submitted on a uniform model in accordance with 
the pnnc1ple that the Model Statement must be drawn up on a uniform basis. " 

1 See page 18. 
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Colonel KARMANN (Germany) said he did not wish to trouble the Technical Committee 
with this question at the present time. It was rather a matter for the future. The object of 
his proposal was to attain greater clearness, not only in the figures, but in their 
presentation. He thought the budgetary method to be used should be so clear that the man 
in the street could understand it. Unfortunately, the report of the Budgetary Experts had not 
always reached this high aim. With regard to the Model Statement, he was not in favour of 
any derogations. All Model Statements should be filled in by all States exactly in the manner 
laid down. Some derogations might, however, be allowed in the reconciliation table. He hoped 
the Technical Committee would make the table uniform for all States. 

M. RADULESCO (Roumania), Chairman of the Technical Committee, said the reconciliation 
table was essential for examining the Model Statement. It offered a means of penetrating 
into the accounting systems of the various countries. As Chapter 14 of the Experts' 
report said, the reconciliation table was intended to show how each figure inserted 
in the return was taken from the various subheads in the appropriation accounts 
or from figures obtained from other sources. The importance of this question would be clear 
when it was considered that the closed accounts represented a faithful picture of the budget, 
while the Model Statement was drawn up especially for the purposes of the Convention. 
The reconciliation table was a document showing the relation between these two sets of figures. 
It enabled the two main objects of the Model Statement-i.e., universality of expenditure 
and classification of expenditure to be reached. 

The Technical Committee had not prepared a model reconciliation table and had 
left the States full liberty in this matter. He thought that the States might choose 
different methods of drawing up the reconciliation table and he therefore approved 
the German proposal which aimed at uniformity. He suggested that this question 
be referred to the Technical Committee, which could either begin immediately to draw 
up a model reconciliation table on a theoretical basis or could defer this work until 
it had gained further experience in the light of the documents submitted by the various 
countries. He was in favour of the latter method, the advantages of which were obvious. 
The Technical Committee would be in a position to examine the different methods used by the 
various countries and to select the best. 

M. SANDLER (Sweden) agreed with the German proposal, and also thought it was a question 
for the future. He had had an opportunity, in the Sub-Committee,ofappreciatingthedifficulty 
of making out reconciliation tables. The Technical Committee had asked for such tables 
to be supplied but had not specified the form. As a result there was great diversity 
in these tables. In many cases they were inadequate and made it impossible to examine 
the documents. Most States had had to do considerable extra work, in order to bring their 
documents into line with the requirements of the Technical Committee. He was glad to note, 
however, that all delegations had shown the greatest desire to help the Technical Committee. 

Among the reconciliation tables submitted there were five which were more or less approved 
by the Technical Committee-namely, those of the United Kingdom (with regard to which he 
paid a tribute to the British Admiralty figures), Switzerland, India, Sweden and France. 
He thought these examples might assist other countries in drawing up suitable tables. For 
the future, however, he suggested that the Technical Committee might examine the question 
of a model reconciliation table. 

M. jACOMET (France) agreed ·with the German delegate as to the necessity for a uniform 
morlel. 

It was agreed to refer the question of the reconciliation tables, together with the German 
proposal, to the Technical Committee. 

TWELFTH MEETING. 

Held on Tuesday, May 24th, 1932, at 3.30 p.m. 

President : M. DE VASCONCELLOS. 

28. DoCUMENTATION TO BE SUPPLIED BY PORTUGAL. 

~· DE. QUEVE~o (Portugal) said the closed accounts of the army and the replies to the 
quesho!lna1re !elatmg to the budgetary systems would be deposited by the Portuguese 
delegation dunng t~e day. The cl~sed accounts of the navy would be deposited shortly. The 
Portuguese delegation stated that 1t waived the application of the principle of simultaneity. 



:zg. CLASSIFICATION OF EXPENDITURE ON NATIONAL DEFENCE (continuation). 

(e) Separation of Expenditure for the Three Forces (continuation). 

P lied that at the last meeting, it had been agreed that the Finnish and The RESIDENT reca • . . f 11 • 
Polish proposals should .be submitted in wntmg. The texts were as o ows . 

(a) Finnish Proposal (document Conf.D.fC.D.23)· 

" The Finnish delegation, 

"In view of the very restricted financial resources of certain co~ntries and.in vi~w of 
the fact that such countries are, in consequence, compelled to .prov1de for t.h~1r nab~mal 
defence policy in the most practical and efficient manner poss1~le by comb1mng vanous 
departments of military administration, by always concentratmg upo~ those weapons 
which give the greatest efficiency in relation to cost, and by ~preadm~ over several 
budgetary periods orders for eac~ of the three arms, more particularly m cases where 
there is no national armaments mdustry ; . . 

" In view further of the fact that the armed forces of small States of th1s kmd cannot 
be regarded as a threat to anyone : . . . . 

" Proposes that, in the event of separate budgetary hmltabon or reduction of 
budgetary expenditure for the three arms ; 

" Any State whose annual expenditure for national defence does not exceed the sum 
of , . , million gold francs shall be exempt from,the obligation to limit or reduce 
separately expenditure incurred for the three arms. 

(b) Polish Proposal (document Conf.D./C.D.24). 

" In view of the special position of countries which, as a result of recent ~i~torical 
events have had neither the time nor the possibility of developing or harmomsmg the 
variou~ categories of their national defence, so that they a!e obliged to concentrate the 
expenditure sometimes on one kind of armament and sometimes on another, . 

" The Commission requests its Technical Committee to examine the practical 
difficulties of realising at present the separate limitation of expenditure between the 
three forces for the States in the position mentioned above." 

M. HnTONEN (Finland) thought it unnecessary to repeat the reasons given at the previous 
meeting for which Finland and the other countries in the same position could not accept 
separate limitation for each of the three forces if the principle of budgetary limitation were 
adopted. Doubtless, several other possibilities existed of conferring on these countries a greater 
liberty of action in the arrangement of their military expenditure. Nevertheless, the Finnish 
delegation thought it had chosen the most practical solution and the one best adapted 
to the circumstances. Other reasons might be given in support of the Finnish proposal, 
such as the historical considerations mentioned by the Polish delegation. The Finnish 
delegation had wished to confine itself to the permanent reasons which would always apply 
to a certain category of States. Naturally, this did not prevent consideration being given to 
all the other arguments which might be advanced in favour of the proposal. 

M. jACOMET (France) recognised the value of the Finnish proposal. He would, however,· 
point out, on behalf of the French delegation, that, in the event of the adoption of the principle 
of limiting national defence expenditure separately for each of the three forces, any proposal 
which tended to exempt States with budgets which were less than a certain amount raised a 
definitely political question the substance of which could not be discussed, by the Commission. 
The proposal had, nevertheless, a very interesting technical aspect, as it indicated the special 
technical difficulti~s which prevented certain States from accepting separate limitation for each 
force. He t~o';lght 1t would be very useful to refer the proposal to the Technical Committee, which 
when ex~mmmg the documents furnished by the various States, would be in a position to study 
the spec1al case of ~he countries referred to in the Finnish proposal. In making this suggestion, 
the French delegation hoped that the Technical Committee, in its examination, would take into 
~ccount the remark made by t~e Coll;lmittee of Experts on Budgetary Questions in Chapter 13 of 
1ts report, namely, that th.e dlfficulhes were reduced by the fact that the limitation was applied 
t~ actu~l J?aym~nts. Th1s remark was of value even for countries encountering special 
dlfficulhe~ m th1s r~spect. _Mo~eover, even for these countries, the question of the separation 
of expend1ture retamed all1ts 1mp~r~ance from the poi~t of view of publicity. 

M. )acomet was furth~r of opmwn that the Techmcal Committee might be requested to 
extend .1ts study to countn~s wh1ch, f?r rea~ons o~her. than those mentioned by the Finnish 
delegation, encountered senous techmcal difficulties m accepting the principle of separate 
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limitation. From· this point of view, the Polish proposal formed ~ useful supplem_ent 
to the technical difficulties mentioned by the Finnish delegatiOn. The Techmcal 
Committee might, after a very general examination, express its opinion wh:ether the formula 
proposed by the Finnish delegation and supplemented by the Polish deh'gat!On 'Ya~ ca~culated 
to settle all the technical difficulties militating against the principle of separate hnutat10n. 

M. DE 1\IODZELEWSKI (Poland) regarded the problem from two aspec.ts-publ.ici~y and 
limitation. From the point of view of publicity, the technical difficulties, ~·h1ch were mmverse 
ratio to the number of ministries dealing with national defence, might ultimately be overcome. 
lt was a question of accountancy. An examination of the l\lodt'l Statement showed that 
a separation of expenditure was possible. It was for the Technical Committee to point out the 
method which should be followed in future in filling up the l\lodd Statement and the form 
which should be given to that statement. 

The technical difficulties were greater in respect of the separation of expenditure 
for the purpose of limitation. Two proposals had been submitted to the Commission. 
There was no doubt that the separate limitation of expenditure for each force would 
be extremely difficult for certain countri~. The Polish delegation would therefore 
support the Finnish proposal. Nevertheless, this proposal did not cover all the countries 
which, for other reasons inherent in their special situation, were obliged to insist on the 

difficulty of separately limiting national defence expenditure in the future. There were 
countries which, in view of their special position immediately after the war, had been obliged 
to devote all their organising efforts to other spheres than military activity. They were 
therefore far behind countries having a military organisation of ancient date. 

If all the States represented at the Conference were to be placed on an equal footing, 
this question of separate limitation must be regarded from a different aspect in the case of 
countries of which the military organisation in all its branches had not yet been completed. 
If the Polish proposal were added to the Finnish proposal, the two would cover all 
the exceptions which could equitably be made in favour of countries requiring greater liberty 
of action in respect of the management of their national defence expenditure for each of the 
three forces. 

M. DE QUEVEDO (Portugal) thought the Finnish proposal was worthy of consideration, 
provided it did not imply that the countries in question must have only one Ministry of National 
Defence and a single military budget. It went without saying that, if budgetary limitation 
referred to the global figure of expenditure and not to each force separately, the 
Governments of the countries in question would have a much greater liberty of action in 
respect of the distribution of their resources between the different forces. The Finnish proposal 
was of special importance for countries which, like Portugal, had no special budget for naval 
aviation and military aviation. Subject to the reservation already mentioned, M. de Quevedo 
supported the Finnish proposal and approved, in particular, the principle expressed in the 
first two paragraphs of the proposal. 

Mr. LYON (United Kingdom) said that the speeches of the Finnish and Polish delegates 
had confirmed him in his intention of supporting M. Jacomet's proposal to refer the entire 
question to the Technical Committee. With regard to the difficulty of separating the 
expenditure on the three forces, he drew attention to the fact that the rt•port of the Experts on 
Budgetary Questions was, on the whole, favourable to such separation. The authors of that 
report represented the most varied budgetary systems, such as those of Czechoslovakia, Japan, 
Turkey, Sweden, Finland, Yugoslavia and others. It would be wrong to endeavour to prejudice 
the decision of the Technical Committee, whose duty it was to ascertain whether it was possible, 
.in practice, to separate the expenditure on the three forces from the point of view of publicity 
and limitation. He realised the difficulty of separating the expenditure in countries with only 
one Ministry of National Defence. The danger of global limitation was that it would enable 
countries to devote all their expenditure to one particular force. This was one of the causes for 
the decision arrived at by the Committee of Experts on Budgetary Questions. . 

Mr. Lyon was not in favour of giving directions to the Technical Committee such as those 
contained in the Finnish proposal. He therefore proposed that the Finnish and Polish proposals 
together with Chapter 13 of the report of budgetary experts, should be referred to the Technicai 
Committee, with instructions to discuss them from a purely technical point of view and to state 
whether the practical difficulties could be overcome. 

M. PERNE (Yugoslavia) said that the Yugoslav delegation, while maintaining the poi~t 
of view exp~essed at the pre~ious meet~ng, a~;>pro~ed the French proposal to entrust the study 
of the question to. the Techmcal Co~m1ttee, tt bemg understood that other organs would take 
the_ necessary action on the conclus10ns of the Technical Committee. 

. · M. LOUNATCHARSK~ (Union of So~iet Socialist Republics) pointed out that the Finnish 
propos~. and ~?re particularly the Pol.tsh proposal, went beyond the technical sphere and had 
a defimte_ly political character. The Pohsh proposal set on one side the question of disaqnament 
fot certa~n States ~nd spoke of t~e_ normal ~nd harmon!ous development of national defence . 

. The Sov1et delegation ~a~ of opm10n that 1t would be madvisable to express such principle 
on behalf of the ComnussiOn. s 
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M LANGE (Norway) expressed the sympathy of the Norw~gian delegation ~or a P!oposal 

emanatin from a country to which Norway was bound by t~es of ag~-lo~g f~endsh1p. He 
ld h g been glad to be able to support this proposal, wh1ch was JUStified m theory. It 

wou ave · · · f d"t al ul t d · f t t · was true that the principle of the hm1tation o expen 1 ure was c . c . a e m u u~e ? g1ve 
eater elasticity to the systems of national ~efence than the prmc1ple of quantitative or 

fven qualitative limitation. Unfortunately, th1s st~ge had not yet been re,ached .. It was.only 
h the disarmament question had been defimtely settled and when the mtematlonal 

~~~unity would be really gov:erned by t~e conditio!ls laid down in t~e Covenant that the 
rinciple expressed by the Finmsh and Pohsh delegations could be apJ?lied. . 

p Meanwhile, in view of the present level ?f a~maments, the ~orweg~an delegation th?u~ht 
that separate limitation would have to. be mamtamed. for a long ~1me to co~e. The Commission 
was aware that one of the claims o~ wh1ch the .~orweg~a_n ~elegahon ~ad set Its heart was that of 
the separate limitation of expenditure on military av1at1o~. The arr force wa~ the bra~~h of 
military activity in which improvements were constantly bemg made and to wh1c~ the military 
authorities gave careful attention. In order to prev:ent the deyelopment of th1s. branch, all 
methods of limitation must be available. The Norweg~an delegat~on re~etted that 1t could not 
support the Finnish proposal. It prop?sed ~o refer the question Without more ado to the 
Technical Committee for thorough consideration. 

He would be glad to approve the Polish P~,oposa_l ~f. the preamble ~ad not been s?~h as to 
cause him some uneasiness. It spoke of the poss1b1hty of develop~ng ~r harmomsmg the 
various categories of national defence". It appeared to be forgott~n that th1s was a Confere~ce 
for the reduction of armaments and not for the development of nahonaldefence. The Norwegian 
delegation made the most explicit reservations in this respect and asked the Polish ~elegate 
not to insist on this preamble. It would be prepared to vote for the proposal provided the 
preamble and the last phrase in the second paragraph were omitted. 

The PRESIDENT thought that the discussion had now reached a stage when the Technical 
Committee could draw from it the necessary information to enable it to study the technical 
difficulties involved. The Commission could not for the present take a decision of the question 
of separate limitation and the President would not therefore raise it. 

M. ZEUCEANO (Roumania) thought the discussion on this question was premature. The 
French and British delegates and the President had explained why the Commission could not 
take a decision regarding it. It was a question of principle outside the competence of the 
Commission and could only be settled by the General Commission. Moreover, there were 
practical reasons in favour of referring the question to the Technical Committee. The documents 
of all the countries represented at the Conference had not yet been received. When these 
documents were available and had been examined, the Technical Committee would draw 
conclusions from which it could be seen whether exceptions should be made for certain countries 
after the General Commission had taken a decision as to whether limitation was possible for all 
countries. There was no doubt that the Finnish and Polish proposals contained elements of 
value. On the other hand, there were possibly other reasons in favour of these proposals. 
The question should therefore be referred to the Technical Committee in accordance with the 
proposal of the French delegate, supported by the United Kingdom delegate. 

Colonel KARMANN (Germany) drew attention to the numerous useful contributions 
m31-de by t~e ~innish G?vernm.ent to the cause of disarmament. He was in entire agreement 
w1th the Fmmsh resolution, wh1ch touched upon one of the fundamental points of disarmament. 
He suggested t~at. the Finnish proposal be refe~red, not to t~e Technical Committee, but to the 
General CommissiOn_. From the purely techmcal standpomt, he drew attention to the fact 
that the proposal raised the question of budgetary comparison. The strength of a given arm 
was no~. however, always proportionate to the amount expended on that arm. 

W1th regard to Chal?ter 13, he ~greed w~th the French and British delegates that it should 
be referre~ to the Te~hmcal Committee! wh1ch should make a thorough study of the question 
of separation. One ~1fficulty of separation was that the same arms might be used for all three 
forces .. It was for t~1s r~ason that the German delegate thought it would be difficult to separate 
expenditure. In h1s v1ew! Chapter 13 was not on the same high standard as other parts of 
the report by the Committee of Experts on Budgetary Questions and should be entirely 
remodelled. 

. M. LIANG (~hina) was in favour of ~he Finnish proposal. He did not quite agree 
wr~~he ~~.rweg~an del~gat~ as to the necessity of suppressing the reference to the development 
0 d ~ ~~ltary brgam~at~on. ~orne. countries had not fully developed their armaments 
an. s ou not e preJ~~Iced m t~1s respect by attending the Disarmament Conference. 
Th1s was, however, a pohhcal queshon. In general he thought that d" t d" t a ff t · th d h h · · . • Irec 1sarmamen was m~re e e~ Ive m~ 0 t an t e hrmtll:hon of expenditure. Direct limitation was feasible 
but 1t was Impossible to prevent countnes from using their fi "al f h ' 
purpose than that for which they we · · all . nanc1 resources or some ot er 
expenditure was impossible except forre obrli_g~nt y mtended. He thought that separation of pu ICI y purposes. 
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M. DE QUEVEDO (Portugal) thought the Polish proposal was worthy of conside_ra~ion: as it 
mentioned special characteristics for determining those States for which separate bm1tahon of 
national defence expenditure would offer difficulties. With the same reservations as th?se 
expressed by the Norwt."gian ddt."gate in respect of the preamble, the Portuguese dell"g~t~on 
supported the Polish proposal. It also supported the proposal made by the French and Bnhsh 
delegates to refer the question to the Technical Committee. 

Captain MoAREFI (Persia), on behalf of the Persian delt."gation, supported the Finnish 
proposal. The separation of expenditure presented serious difficulties, even from the point .of 
view of publicity alone. From the point of view of limitation, the question had a special 
aspect for a certain number of countries, including Persia. In drawing up her military budget, 
Persia was guided rather by her resources than by her actual needs. She would therefore be in 
favour of the Finnish and Polish proposals if the principle of budgetary limitation were accepted, 

M. DE MoDZELEWSKI (Poland) wished to reply toM. Lange in order to dispose of a misunder
standing. On carefully examining the text of the Polish proposal, it would be seen that the 
preamble referred to past events. It spoke of States which " have had neither the time nor the 
possibility of developing," etc. These were indisputable facts. In the first years of her new 
existence, Poland had been unable either to develop or organise any of the branches of her 
political, social or economic life. She had only been able to improvise. Even in the military 
sphere, she had had to be content with improvisations. While the history of recent years showed 
that at times these improvisations had been fortunate, the position could not be prolonged. 
It was only in the last few years that ~oland had been able to devote her efforts to methodical 
organisation. 

The Norwegian delegate would no doubt agree that, in the past, Poland had not 
had time to develop her national defence organisation. This must not be taken to mean that, 
in future, Poland intended to increase her expenditure on national defence. She had to fill 
up the gaps in the various departments of national defence. For that purpose, she proposed 
to concentrate her efforts at one time on one branch and at another time on another branch of 
national defence. If the expenditure relating to each of the three forces had to be limited 
separately, Poland would be obliged, in order to retain a certain freedom of action in this 
respect, to ask for higher limits, so that the total limit would necessarily be higher than if the 
limitation only referred to the total figure of expenditure. It was in order to avoid these 
excessive limits that the Polish delegation had submitted its proposal, and it was for the same 
reason that it considered this question should be discussed by the Technical Committee. It 
went without saying that the latter should only consider the question from the technical 
point of view, since the political aspects of the problem were solely within the competence of 
the General Commission. 

As regards the conditions on which the Norwegian delegation was prepared to 
support the Polish proposal, M. de Modzelewski did not object to the omission of the 
last phrase in the second paragraph, but he could not agree to omit the preamble, which merely 
stated indisputable facts . 

•• 
M. HIITONEN (Finland) thought a sufficiently clear distinction had not been made between 

publicity and limitation. The Finnish delegation's proposal referred solely to limitation. With 
regard to publicity it hoped that the technical difficulties might be overcome, especially if 
the Technical Committee were indulgent in respect of the derogations permitted for countries 
which had only one Ministry of National Defence. The problem was quite different when 
regarded from the point of view of limitation. For that reason it was not quite correct to say 
that it was essential to await the result of the examination of the documentation received 
from the various countries. The proposal was independent of that result, and would therefore 
be maintained by the Finnish delegation even if it were shown that it was possible to furnish 
the required information separately for each force. 

He wished to allay M. Lange's apprehensions regarding the possibility of a too abrupt change 
in the military equilibrium if countries were entitled freely to distribute their national defence 
expenditure. This apprehension, which would be reasonable in the case of countries with large 
armies, could not be justified in the case of the countries referred to in the Finnish proposal. 

He supported the Polish proposal, which gave a fresh argument in favour of the Finnish 
idea. He wished, however, to add that the preamble to the Finnish proposal was inherent 
in the military system of the countries concerned and did not depend on the level of their 
armaments. 

M. RADULESCO (Roumania) Chairman of the Technical Committee, said the reference 
just made by the Finnish delegate to his own speech at the previous meeting compelled him 
to make clear his attitude. The Commission was dealing with a practical question. Chapter 13 
of the rep<?rt by the Experts on Budgetary Questions referred to the question of the separation 
?f expenditure for eac~ force. Was this separation possible? This was a question to which 
It would only ~e possible to reply when the documents deposited by the various countries 

· had been exarm!led. It co~d then ~e said that separation was possible for some countries, 
that for others It was poss1ble provided some changes were made in the public accounting 
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system and that, in other cases, it was impossible unless c'?nsiderable c_hanges were ~ade in the 
national accountancy system. Only then would it be possible to examme the quest~on whether 
the limitation of expenditure separately for each of the t~ree for<;es was really J?OSstble. . 

At the previous meeting, he had quoted the questions whtch the Techmcal ~ommtttee 
had to solve. It was only after these questions had been settled. t~at the Commtt.tee could 
draw its conclusions and the General Commission could reach a dectston on the question of the 
principle of limit~~ion. It was th~refore i!lcol!ect. to refer to the Technical. Committee definite 
proposals prejud1cmg the conclusiOns w~tch 1t m1ght reach at the. end of Its work. It should 
be remembered that the Technical Commtttee was overburdened wtth work and coula probably 
only submit its report at about the end of August. 

At that time and only after the General Commission had decided on the principle, would it 
be possible for th~ Expenditure Commission in turn to decide on the special aspect ofthe question 
dealt with in the Finnish and Polish proposals. Naturally, the Technical Committee would take 
into account the motives of the authors of those proposals, but merely in order to state whether 
separate limitation was possible and not to settle the questions of publicity or limitation. For 
these reasons, M. Radulesco supported the proposal to refer the entire question to the Technical 
Committee. 

M. DE MoDZELEWSKI (Poland) agreed with M. Radulesco. The question indeed had a 
technical aspect, which should be examined by the Technical Committee, and a political aspect 
on which the Expenditure Commission was not competent to decide. 

Two solutions as regards the procedure appeared to be possible. Either the technical 
question should be referred to the Technical Committee and the two proposals should 
be sent direct to the General Commission, which should, in due course, examine the 
political problem which they involved, or the entire question should be referred to 
the Technical Committee which, after extracting the purely technical aspects, would 
refer the remainder to the Expenditure Commission for transmission to the General 
Commission. The Polish delegate, for his part, preferred to refer the matter to the Technical 
Committee and the General Commission at the same time. 

The PRESIDENT n0 ted that none of the speakers who had taken part in the debate had 
objected to the question being referred to the Technical Committee. It would therefore appear 
that this course might be regarded as decided, provided the part to be played by the Technical 
Committee were defined. Naturally, the Technical Committee would not discuss the question 
of principle, which had been described as political, but would merely examine the technical 
question whether it .was possible to arrive at separate limitation for each force. At the same 
time, the Committee would see whether it was technically possible to satisfy the requirements 
expressed in the two proposals. 

The Polish delegation had proposed to refer the two proposals direct to the General 
Commission. The same suggestion had been made by the German delegate. The President did 
not think the moment had come to refer the question to the General Commission. The question 
of separate limitation had been referred to the Expenditure Commission, which could not 
however, discuss it before the General Commission had reached a decision on the principl~ 
of limitation. The Commission could then discuss the question of principle ·unless it 
subsequently decided otherwise. ' 

The President's point of view was adopted. 

30. DATE OF DESPATCH OF RETURNS. FINAL ACCOUNTS. 

T_he P~ESIDENT remin~ed the Commission that the Committee of Experts on Budgetary 
9ueshons, m C~apter 23 of 1ts report: had reached the conclusion that, in present circumstances, 
It was not poss1ble to propose a penod of less than twenty-six months from the beginning of 
the budget ~ear for the ~~spatch of returns of expenditure effected, in view of the fact that 
some cou~tnes ~ave addthonal periods extending sometimes to twelve months, during which 
charges m1g_ht stt~l be made on the acco~nts of the previous year. The Committee had pointed 
out ~hat th1s penod could be reduced tf the Conference secured the consent of the countries 
spectally_ concern~d to shorten their additional periods or to draw up, for the puiJ>ose of the 
Cbonvenhon, spectal accounts showing cash payments effected within the twelve months of the 

udgetary year. 
. f Dur~ng the previo~s d~scussion in the Commission, several delegates had urged that the 
m orm·~\Jon to be ~upplied m future by the Governments should be despatched and examined 
a(d rap! Y ~ posstble. The French delegation had made a detailed proposal on this subject 
ocumen~ onf.D./~.D.I7)' which had been referred to the Technical Committee 

1 t In thts co~nechon, the President wished to draw the attention of the Commission to the 
t~s b~~;g:b~:t m T·ha~t~~ 2 3 °f the Experts' report, which stated that " it will not be possible 
contracting part~e;mt d ~on ° armaments without considerable effort on the part of the 
systems of account'ina: ... o some extent an effort must no doubt be made even in regard to 

• 
1 See page 28. 
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Viscount _MUSHAKOJI (Japan) pointed out that in Japan the additional period was very 
short, amount~ng_ to only one month. She could not reduce it. The pt.•riod of twenty-six months 
afte~ the begmnmg of the budget:u-Y year for the de;.patch of :\!odd Statements appean•d 
to htm to be acc~ptable. Perhaps m som-: countries_ the additional pt•riod was too long. The 
Japa~ese delegation hc;>ped that the Techmcal Comnuttee would find a formula for onrcoming 
the dtsadvantages whtch might result from this. 

M_. ]ACO.MET (France) thought the President was very wise to draw the Commh•sion's 
attenho~ to the ~ast para~aph of ~h~pte~ 23, which stated that the t"tlort to ht" m•Hle by the 
contractm~ parhes to amve at a hrmtahon of armamt"nts should also t"Xtt•ntl to the ~ystt'm 
of accountmg. France had alw:ay~ bt"en ir:t fav?ur of a limitation of expt'ntliture, and had matlt• 
the ~eatest effo~ts to me~t ~~~~Ill the hme-hmits provided all oblig.ltions nrisi11g out of tlw 
J>?SStble conclusion of a hm1tahon convention. The French Government was aware of thl' 
d1sadvant~ge of excessive delay in communicating expenditure figures nntl had nnmirwtl 
the queshon whether a statement of cash payment during the twdve months of the 
b_udg_etary year could not be furnished very soon after the end of the yt•ar. This inVl's
hgahon was not yet complete. As soon as it was completed, 1\1. Jacomet would communicate 
the results of the Technical Committee. 

Attention should also be drawn to ddays due to spt'<'ial circurnstan,·t•s arising in 
some countries in the auditing of the final accounts. The Frt>nrh Governnwnt had 
taken special measures for the auditing of the final accounts in due time if a limitation 
convention were signed during the year. In any cas<', France would be in n position 
to produce d~Iy audited final accounts within the time-limits fixed by the ConVl'ntion. 
M. Jacomet Wished to stress the effort made by France in this direction. 

General '!ANCZOS (Hungary), on behalf of the Hungarian dclt·gation, shart•tl the opinion 
of the Commtttee of Experts on Budgetary Questions r<'gardillg the twct·ssity of publishing 
the closed accounts as promptly as possible, in the interest of the limitation of national ddt·rwe 
expenditure. There was no doubt that publicity regarding the real use of fund~ ullottt•d to 
national defence and limited by the Convention became ineffective and vahwll•ss if it wt•re too 
long delayed. The Hungarian delegate therefore proposed to shorten consid,•nthly the tirnr
limit of twenty-six months provided for the submission of 1\lodcl Statenwnts. II the gtah·s 
sincerely desired the limitation of armaments, they must, to some utrnt nt nny ratt', 
subordinate their system of accounting to this end. In the budgetary sphere tlwy must tlwrt'fore 
reduce the time-limits within which the closed accounts had to be submittrd to Parlianwnt 
and published. If that were done, it would also be possible to shorten the Jlf'riotl of twenty-~ix 
months. 

He wished .to point out that, if the Model Statements of various countrie~ Wf're not des
patched on the same date, that would affect the principle of simultaneity. lie further pointed 
out that the suggestions contained in the fifth paragraph of Chapter 23 of the Experts rf'pnrt 
were in contradiction with the principle of equality of treatment. That paragraph stated that, 
in countries where the auditing and approval of accounts had been considerably delayed in 
recent years, it might be necessary to draw up Model Statements on the basi!! of the fmal 
accounts before they had been audited. The Hungarian delegate thought that 1tlotlcl State
ments the figures of which would be specially grouped and audited for the above-mentiom•d 
purpose could never take the place of documents drawn up on the basis of the clo~cd accounts 
of all State departments, properly discussed in Parliament and published in good and due 
form. The Hungarian delegation, moreover, considered that it would be advisable always 
to fix the additional period after the end of each financial year on the basis of the principle 
of simultaneity. This period should also be reduced to a minimum. The Hungarian delegatron 
therefore proposed to refer the question to the Technical Committee for examination and for the 
formulation of definite proposals. 

1\1. jACO.MET (France) was in entire agreem~nt ~ith the .firs~ part of the Hungar!an 
delegation's proposal. There must be absolute rec1proc1ty of obltgatwns after the ConventiOn 
had been signed, and all signatory States must present documents of equal value as 
evidence and within the same time-limits. Responsibility for delay must not, however, be 
thrown entirely on the exercice system of accountancy. There were countries with annual 
accounts (comptabilite de gestion) in which the delay in producing th.e closed accounts w~s 
equally long. It would be extremely difficult to demand that all countnes should reduce thetr 
additional periods. 

M. Jacomet felt that the rem~dy would ~e found in the system w~ich he had ~l~eady had 
occasion to explain to the Techmcal ~ommtttee and to the Expen.dt.t~re Commtsston. The 
period of twenty-six months was certamly m.uch too.long. The .P~Ssl~thty had the~efore been 
contemplated of giving some reassurance, until such hme as the limttatton of expenditure could 
be legally proved by the submission of the Model Statement extracted . from the duly 
audited closed accounts. In the first place, there was the French proposal whtch had recently 
been submitted, and which provided for the despatch of the budget of each c.ountry and of .all 
the laws authorising national defence expenditure to the organ entrusted wtth the executwn 
of the Convention. In this way, it would be possible to ascertain to what extent the votes 
took into account the limits fixed by the Convention. 
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As a second means of giving reassurances, it was suggested that, immediately 
after the end of the calendar year, the States should supply a. state~ent of cash 
disbursements on national defence during the year. In. countnes :With a system 
of annual accounts, such a statement coul~ be yery easily and rapidly drawn up. 
In countries with the exercice system, the difficulties would be greater. ~evertheless, 
even in these countries it would be possible to supply a statement of annual disbursements 
fairly rapidly. As a rule, the paying departments kept annual. accounts. It woul~ be 
sufficient to ask that department to furnish a statement of dis~ursements on national 
defence during twelve months. There was no doubt that over a penod of several years the 
amount of the annual disbursements would correspond almost exactly to the total exercice 
payments. 

Naturally such statements of paym~nts could not serve _as legal proof of the limitation 
of expenditure. They could only give ~eassu~ances with re~ard to ~l~uses of the 
Convention. On this poin~, M. Jacome~ was m entlr~ a~e~ment With the opimon expressed 
by the Hungarian d~legabon. Concl?si~e. proof of l.u!IItation cou!d only be base~ on. final 
accounts audited by md~pendel!'t and JUridtcal authon!t~s. T~e national guar!lntees msbtuted 
for the security of publtc credtt and the proper admmtstratton of the pubhc finances must 
be transposed to the international sphere. These guarantees existed in all countries because 
they were necessary. A convention for the limitation of expenditure would find its strength in 
the internal legislation of the contracting States. It was therefore evident that. conclusive 
proof of the limitation of expenditure could only be based on closed accounts audited by the 
supervisory organs. · 

Colonel KARMANN (Germany) entirely supported the Hungarian proposal. There was no 
doubt that the additional periods were the cause of delay in preparing the Model Statements 
and, moreover, resulted in unclearness. He suggested that the Technical Committee should 
consider whether it would not be advantageous to accept the British system and ta abolish the 
additional periods. He could not agree with the French proposal and insisted that returns should 
be based on closed accounts. 

Mr. LYON (United Kingdom) said the statement in the report that the Model Statement 
should be prepared twenty-six months after the beginning of the financial year sounded less 
advantageous than it was in fact. It really amounted to only fourteen months after the end 
of the financial year. In view of the distance of parts of the British Empire and the necessity 
of auditing the accounts, he was not sure that this period could be reduced. 

He thought the auditing of the accounts was a fundamental requirement. The auditing 
should be done by an authority independent of the ministry concerned. Any departure from 
this system weakened the value of the figures. 

Th; fundamental points ":ere to what extent the audit could be dispensed with and whether 
the penod ~llowed for supplymg the figures could be shortened. These were purely technical 
matters whtth he suggested should be referred to the Technical Committee., 

~· DE Mo;DZELEWSKI (Poland) approved the Hungarian proposal in principle and agreed 
that tt was destrable to shorten, as far as possible, the time-limits fixed for submitting the Model 
Statement. _This was true in theory. It was, however, necessary to face the actual facts. 
The Hunganan propo~al ~mplied changes in administrative practice which would necessitate 
a long delay. It -:vas mdt~putab~e that efforts should be made to adopt uniform methods of 
accountancy, but It 'Yas dtfficult m t~e.first period of application of the Convention to require 
changes to be made m age-long admimstrattve habits. 

~t was evident that . the budget could not serve as conclusive proof of limitation, 
bu~ It nevertheless supplied valuable information. The period of twenty-six months 
which was. ~eally. only . fourteen months, was evidently too long, especially in vie~ 
of t.he raptdity With which ev~nts occurred. Figures supplied with such a delay would 
obviOusly lose a great part of their value. M. Jacomet had found a happy solution It was true 
that the budgets and the accounts of cash disbursements together gave an almost ~xact picture 
of the clos.ed ac~o~nts. S?c~ returns would make it possible to estimate whether the countries 
were keepmg Withm the hmits fixed by the Convention before complete securit was ac uired 
~~me~~~~f :~ MJodel Sta,tement d~awn up on the basis of the final accounts. M. ae Modze1ewski 

oug a · acomet s suggestions should be put in the form of a written proposal. 

to th!n .f~c~o:t::r'co~~~t!f:: ~~':1\arian delegation's propo~al, it was. decid~d to refer the q11estion 
by the various speakers ani M. jac::'::r~e~;~Pt:!r take tnto consJderatton the remarks made 
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THIRTEENTH MEETING 

Held on Thursday, May 26th, 1932, a' 3.30 p,,,, 

President : M. DE VASCONCELLOS. 

31. DEPOSIT OF THE DOCUMENTATIO~ SUPPLIED BY BELGIUM. 

M: PRENEN (~elgium) said ~he Belgia~ delegation has just deposited complete documentation 
rega~din~ the military ~xpendtt?re of ht.s c~untry for the year 1930. Belgium waived the 
api?licahon of the pnnctple of stmultanetty m respect of the examination of this documen
tation. 

32. ARTICLE 33 OF THE DRAFT CONVENTION. 

The PRESIDENT recalled that the Preparatory Commission had added the following note 
to Article 33 of the draft Convention : 

" In giving an opinion on this article, the Governments will take into account the 
report requested fro~ the Committee of Budgetary Experts regarding the number and 

· nature ~f th~ categones ~~ be laid down and the methods of publicity thus adopted in 
connectiOn wtth the prov1s10ns of the annex regarding limitation referred to in Article 10 
of the present Convention. " 

Th~ Committee of Experts on Budgetary Questions, in its report, came to the following 
conclusiOn : 

" ••• after close enquiry and discussion, the Committee (which is of opinion that it has 
arrived at satisfactory results in regard to Article 38 of the Convention by submitting 
a Model Statement with from eight to twelve subheads) has reluctantly come to the 
conclusion that it cannot recommend any method of detailed publicity by categories 
of materials. " 

The President asked the Commission to decide whether it accepted this conclusion or not. 

Viscount MusHAKOJI (Japan) said the Japanese delegation was prepared to accept 
Article 33, provided the term " categories of material " was understood to mean categories 
fixed by the Committee of Experts and reproduced in the Model Statement under subheads 
L, M, M(a), and N. 

He proposed the following text : 
"The National Defence Expenditure Commission understands by the term 'by 

categories of material' in Article 33 of the draft Convention the categories formulated 
by the Committee of Experts and reproduced in the Model Statements under the subheads 
L, M, M(a) and N." 

M. LoUNATCHARSKI (Union of Soviet Socialist Republics) pointed out that, for the reasons 
which he had already given in his speech on May nth 1 , the Soviet delegation thought it 
necessary that the information communicated to the international control organ should also 
include returns regarding armaments and war material manufactured in the territory of a 
given State, either by private industry or by State industry, and that these returns should 
include armaments and material manufactured under orders from foreign countries or merely 
for export. These considerations were naturally related to the Soviet. proposal regarding 
private capital invested in war industry; but it was necessary to emphasise the consequences 
arising from that proposal as applied to Chapter 19 of the report by the Experts on Budgetary 
Questions. -

The Soviet delegation, moreover, thought. it necessary t~ exten~ .Article ~3 _of the draft 
Convention to aircraft, engines and other devtces and matenal of mthtary avtation. I~ 3:lso 
agreed with the proposal submit~ed by the German delegate to the Preparatory ~omm1ss~on 
(Report by the Commission, Section 201, document C.69?·M.289.193o.IX), that t_he mformati?n 
submitted should express, not only the cost of p_roduction_. but also the quantity of _matenal 
manufactured. For that purpose, the information submttted should be accompamed by a 
specification of the war material to which it referred. 

M. Lounatcharski therefore proposed the following amendments to Article 33 : 

"I. Add in the first paragraph of the Article the words : '. • • and air' after the 
word 'sea'. 

"z. Add a further paragraph worded as follows to the end of the article : 
" ' Publicity must include not only the cost of production of manufactured material 

but also the quantity expressed in numbers and categories.' " 

1 See Minutes of the ninth meeting. 
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General TANCZOS (Hungary) recalled the Hungarian del~gation's st!ltements at .the me~t~ng 

of May nth •. For reasons explained at the time, the ~ung~nan d~legatwn w~s not 10 a posthon 
to define its attitude towards the questions ratsed 10 ~rhcle 33 until. the com_Pet~nt 
Commissions had taken a decision of principle on the quest~o!l of the combmed apphcah~n 
of direct and indirect limitation and on the problem of pubhctty. Fo~ these rea~ons, !1-nd m 
the general interest, the Hungarian delegation proposed: not to contmue the dtscusswn on 
Article 33 of the draft Convention until a definite solutiOn had been found by the General 
Commission and the Land Commission. 

M. jACOMET (France) recalled that, after an extremely detailed study of the question, 
the Committee of Experts had reached the ~onclusion that it w~s impossibl~ for all Sta~es 
to furnish an annual account of the expendtture devoted to vanous categones of matenal. 
He thought it advisable to re!llind the Co~mission briefly, without e!ltering into a .technical 
discussion of an extremely dtfficult queshon, of the reasons for whtch the Commtttee had 
reached a negative conclusion. It had found that the States which purchased their war 
material either from private industry or from foreign Governments had facilities for giving 
annual figures of expenditure for a fairly large number of categories of material. It was obviously 
much more difficult for States manufacturing the material themselves, either in autonomous or 
non-autonomous establishments, to discriminate between the manufacturing expenses of 
various categories of material, since there was no correlation between budgetary credits and 
manufacturing expenses. This was due to the fact that the manufacture of almost all materials 
required much more time than that in which the credits voted could be used. These difficulties 
could only be overcome by States possessing an extremely detailed system of budgetary 
accountancy and having manufacturing accounts at their disposal. · 

The Committee of Experts had, however, found that these conditions were fulfilled in 
very few States, and that, consequently, the publicity of expenditure by categories of material 
was not possible in a convention of a universal character. 

This very concise statement of the facts showed that what was impossible for some States 
might be possible for others. This raised the question whether it was not possible to contemplate 
alternative solutions of this problem. An investigation by the Technical Committee, which 
would have the advantage of having examined the budgetary documentation of all the States 
and of knowing their administrative regulations, was the only way to ascertain whether 
alternative solutions could be considered, in reply to the question raised in Article 33 of the 
draft Convention. 

Consequently, the French delegation proposed to refer Article 33 to the Technical 
Committee for examination from the standpoint of the remarks which M. Jacomet had just 
made. 

General TANczos (Hungary) accepted the French proposal to refer the question to the 
Technical Committee. He felt quite confident in leaving it to the latter to decide whether 
it should discuss the problem before or after the question of principle had been settled by 
the competent Commissions. 

In reply to a question by the President, General Tanczos stated that by this acceptance 
he waived his proposal to adjourn the discussion. 

C?lonel .KARM:\NN. (Germany~ was glad to note that the Soviet delegate agreed 'as to the 
necesstty of mcludmg 10 the pubhshed figures both the cost of production and the quantities 
manufactured. He approved the observations of the Hungarian delegate. 

M. RADULESCO (Roumania), Chairman of the Technical Committee noted that General 
Tanc~os agr~ed with the French propos~. and that, consequently, there w~s no objection to the 
question bemg .referred t«;' the Techmcal Committee. It should, however; be pointed out 
that !he Tec~mcal Commtttee would be engaged for some time in examining the documents 
submttted to tt ~n~ could only take up t~i~ question at a later date and probably only after 
the other Commt~s~ons had reach~d a d~ctston on the subject. Even if the Commissions did 
not take any dectston, the Commtttee mtght consider a solution in the purely technical sphere. 

Mr. CARR (Unit~d Kingdom) supported the conclusions arrived at in Chapter 19 of the 
report by the Commtttee of E~perts on Budgetary Questions. In his view, those conclusions 
probably represent~d the maxtmum that could be attained. He did not wish, however, to 
oppose. the Hunganan and French delegates' proposal to refer the subJ"ect to the Technical 
Commtttee. 

The Commission decided to refer this matter to the Technical Committee together with the 
proposals made by the japanese and Soviet delegations. ' 

33· COMMUNICATION OF CERTAIN LAWS AND REGULATIONS THAT MAY BEAR ON NATIONAL 
DEFENCE. . 

B T~e ~RESIDENT .Pointed out that, in Chapter 21 of its report the Committee· of Experts 
~~ th u ge aryt Questions had examined the advisability of providing for the communication 
quest!o~o~p:nyen:p~~f~nf~~it:~~ l~~s atnd regulations of the ":'arious countries bearing on .the 

gt\ en o armament concerns 10 the matter of Customs tanffs, 

1 See Minutes of the ninth meeting. 
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fiscal, labour or comme~ci<l:l _legislatio!l• ~onc~ssions, or on the question of unpaid services 
r~ndered to the State by md1v1duals or mshtuhons for defence purposes. This matter, however, 
d1d no~ properly form part of the question of the limitation of defence expenditure, and the 
Comnuttee h~d_been reluctant to make any suggestion which might overburden the competent 
organs by obhgmg them to study legislation, etc., which was in most cases unrelated to the work 
?f ~uch org~ns. The Committe~ there!ore left it to the Conferenc~ to consider (after consulting, 
1f 1t so des1red, _any <;>ther bod1es wh1ch were competent to adv1se) whether special measures 
were necessary m th1s matter. 

The President requested the Commission to decide whether the question should be 
discussed immediately or referred to the Technical Committee. 

. M. jACO!IIET (Fra!lce) noted that, from the point of view of the conclusion of a 
Disarmament Convention, Chapter 21 was not of absolute juridical importance. It would 
nevertheless be interesting, from the point of view of the subsequent conclusion of a 
Limitation Convention, to examine the problem of facilities granted to armamt>nt concerns 
in the form either of exemption from taxation, or of labour or commercial kgislation, since 
such facilities were means of increasing the production of war material. In Chapter 21 of its 
report, the Committee of Experts had merely made a suggestion. It might be advisable to 
refer the question to the Technical Committee and to request it to make a definite proposal 
from which final conclusions could be drawn. 

M. DE MoDZELEWSKI (Poland) appreciated the importance of the questi<m of facilities 
granted by the financial system of various States, in respect of the transport and manufacture 
of war material. He was of opinion that services furnished by the population to Governments 
for defence purposes, frequently without payment, should not be forgotten. These services 
enabled States to make a considerable reduction in expenditure on the production of wnr 
material without the quantity being affected. The Polish delegate supported M. Jacomet's 
proposal that the Technical Committee should be instructed to make a much more detailed 
study of the question. 

Colonel KAR)IANN (Germany) thought it was unnecessary to study the legislation of all 
the States represented at the Conference. The Technical Committee should, however, enquire 
whether such legislation was able to influence the price of material by means of Customs tariffs, 
labour facilities, etc. 

M. RADULESCO (Roumania), Chairman of the Technical Committee, said that if this 
question were referred to the Technical Committee, the latter would be obliged to obtain 
information from various organs of the League of Nations on questions relating to Customs 
tariffs and labour legislation. 

The Commission decided to refer the question to the Technical Committee. 

J4· " VIREMENT" BETWEEN THE LIMITS OF THE THREE FORCES. 

The PRESIDENT was of opinion that this question was closely bound up with that of _the 
separate limitation of each force and proposed that it should be referred to the Techmcal 
Committee. 

The President's proposal was adopted. 

35· FIXING OF LIMITS SO AS TO ALLOW FOR VARIATIONS IN EXPENDITURE FROM ONE YEAR 
TO ANOTHER. 

Colonel KARMANN (Germany) wished to repeat the declaration o~ the Germa~ dckgat~un 
in document Conf. D.79 before the Cof!lmission entered into a discusswn of questions rclatlllg 
to budgetary limitation. This declaration was worded as follows : 

"The German delegation are of opinion that the numerous <il;viations _from the 
solid basis of the gold standard which have recently occurred are golllg t_o bnn~ about 
such a decisive and unforeseen change in purchasing power. that, for the hm_e belllg, the 
method of financial limitation cannot be used as an effective mc<l:sur~ of d1sa~mament. 
Under the present economic and monetary circumstances: the a~phcatwn <!f th1s m~thod 
would give rise to continual derogations which would senously mterfere w1t_h the s.eady 
advance of the process of contractual disarmament. Moreoyer, the est~bhsh~ent o~ a 
common plan for the financial limitation would be conn~te~ WJ~h extraor~mary dJfnc_ultles 
owin to the great differences which are at present ex1st1ng tn the vanous countnes as 
to ufe stocks of material in hand. On the other hand, regard m~st be had to t~e fact 
that any really effective direct disarmament would be automatJcal~y accompa~ued by 
the indispensable decrease of the heavy financial bur~~ns under wh1ch the nations are 
suffering owing to the exaggerated level of armaments. 
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Subject to this declaration, the German delegate ~ould be gla~ t~ t~ke. part . in the 

discussion on Article 29 regarding total limitation, prov1ded th.e spec1al ~~tatlol;' la~d d?wn 
in Articles xo and 24 were not discussed either from the techmcal or political pomt of VIew. 

General TANczos (Hungary) associated h!mself. with ~he declaration just made by the 
German delegate. He did so all the more readily as 1t was m agreement With the statement 
made by the Hungarian delegation at the meeting of May nth. 

The PRESIDENT pointed ou~ ~hat the Co_mmitte~ _of Experts on Budgetary Questions ~ad 
recognised the necessity of ~rov1din~ f?r vanous le&ltlmate causes of fi~ctuatlol;'s by allowmg 
a certain elasticity when fixmg the hm1ts of exl?en~ture of the contractl~g _parb~s. It was !or 
the Commission to decide whether it shared th1s v1ew. If so, the Comm1ss1on m1ght examme 
the following draft texts submitted by the Committee : 

" Each of the High Contracting Parties undertakes : 
" (a) To maintain during each consecutive' period of four years the average level 

of its annual expenditure within the limits laid down in Articles 10, 24 and 29 of the 
draft Convention of the Preparatory Commission for the Disarmament Conference; 

" (b) Not to exceed during any given year this average limit by more than a 
percentage fixed for the High Contracting Party in Table . • • " 

The Committee of Experts on Budgetary Questions had pointed out that the necessity 
of exceeding the average limit in a given year would be felt more strongly in certain countries, 
for example : 

(a) Countries which have comparatively small national defence budgets, and 
(b) Countries which purchase abroad a considerable part of their war material-i.e., 

non-industrial countries-or the raw materials required for the production of this war 
material. 

On the other hand, the Committee had pointed out that the percentage of elasticity should 
be fixed within the narrowest limits possible, in order to prevent reserves from being " accu
mulated" for expenditure in a given year. The Committee had also expressed the idea that 
the Conference might consider the advisability of stipulating that, during the first year or 
the first two years of the Convention, the average should not be exceeded, at all events as 
regards expenditure on war material. 

As regards expenditure on personnel, which represented a considerable portion of the 
total expenditure, the Committee pointed out that the reduction might only be possible 
by degrees and that, for that reason, it might perhaps be difficult to apply the above-mentioned 
rule to total expenditure. 

Lastly, the Committee had stated that exceptional situations might arise as a result 
of which States would have a special motive for increasing rapidly their annual expenditure 
and raising it appreciably above the average. As an example, the Committee mentioned the 
possibility of a considerable increase of armaments expenditure in case of a national 
catastrophe or the accidental loss of a warship, which the country concerned would be entitled 
to replace. Should the Conference consider it necessary to take such cases specially into 
account, the Committee proposed to provide for a temporary increase in the percentage 
mentioned in paragraph (b), the maximum of the average expenditure as laid down in 
paragraph (a), however, always being observed. 

The President concluded his statement by reminding the Commission that the Greek 
delegate had alluded to this question at a previous meeting 1 • 

Viscount MusHAKOJI (Japan) drew the Commission's attention to the fact that there 
were exceptional situations requiring considerable expenditure which could not be met by the 
method of a temporary increase recommended by the Committee of Experts. As a result 
of the great .earthquake in 1923, Japan was obliged to repair the damage caused by this 
catastrophe m the spher': of national defence. It had been obliged to assign for this 
purpos~ more than ~~o m1llion yen or about 20 million pounds sterling. The Japanese 
deleg~twn w~ of opmwn that such quite exceptional expenditure did not, properly speaking, 
~onsti~ute national defence _expenditure. It did not object to the inclusion of these credits 
1!1 ~ati_?nal defence .expenditure as regards publicity. But from the point of view of the 
lim1tab?n of exp~ndit~re, the Japanese delegation thought that the credits in question should 
not be mcluded m national defence expenditure. The Naval Agreements of Washington and 
London ha~, moreover, been dra~n up in the same spirit as regards the replacing of vessels 
lost. by acc1~ent. Under these. c1rcumst3:11ces, the Japanese delegation thought it would be 
adv1sa~le to ~nstruct the Techmcal Comm1ttee to examine this question with a view to finding 
a solution su1ted to actual requirements. 

The Commission decided to refer the question to the Technical Committee. 

1 See Minutes of the tenth meeting. 
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36. FLUCTUATIONS IN THE PURCHASING POWER OF VARIOUS CURRENCIES. 

The PRESIDENT.pointed out that in Chapter 18 of its report the Committee of Experts 
on Budgetary Questions recommended that the limitation of expenditure in each country
whether on_ the gold st.andard or not-should be expressed in the currency of the country. 
The Committee had pomted out that amon.g the countries invited to take part in the Dis
armament Conference there were three wh1ch were on the silver standard and five in which 
the gold ~tan~ard could n~t be said to be fully established. It went without saying that the 
de facto s1tuat10~ had considerably c~anged since the report was drawn up in February 1931. 

The C<;>mm1ttee of Expe~ts considered that in gold-standard countries variations in the 
cost of national def':nce serv1ces would, as a rule, be kept within fairly narrow limits; it 
had not, howev~r, disregarded the possibilities of more important changes in the future, and 
had the~efore tned to formulate certain principles which, if such changes should occur, might 
be applied. 

The Committee had reached the conclusion that the wholesale and retail price indices 
and t~e various cost of living indices, together with the wage indices, compiled in many 
countnes, could not form a basis for any readjustments which might have to be made in the 
limits fixed in the Convention. 

The Comm!ttee was therefore of opinion that no existing index or combination of indices 
could form a smtable base for an automatic adjustment. Moreover, the Committl'e had found 
it impossible to compile a special index satisfactory enough to be applied automaticn.lly. 

The Co!Dmittee had concluded that it was necessary to consider each case separately, 
and to .take mto ~ccount. facto~s which could not be ea~ily given due weight in the compilation 
of an mdex. Th1s consideration had led the Comm1ttee to propose that an active organ 
should be given the task of judging the merits of each case referred to it at the demand of a 
Government. 

Moreover, during the general discussion which took flace at the beginning of the Confer
ence, several delegates had emphasised the importance o the question of fluctuations in the 
purchasing power of the various currencies from the point of view of the proper working 
of a system of limitation. He had in view, in particular, the proposal of the Swedish dclt•gation 
contained on page 48 of document Conf.D.99. together with the remarks of the German 
delegation on page 32 of the same document. At the second meeting of the Commission, a 
number of delegations had urged the importance of this question. The United Kingdom dele
gation had proposed, in particular, that a special committee should be instructed to study 
the problem. The Commission would have to decide whether a special committee should be 
appointed, or whether the question could be referred to the Technical Committee. He recalled 
that the Secretariat had drawn up a table of the present position of various currencies. 
This table was at the disposal of the Commission or of the special committee which might 
be appointed. 

M. SANDLER (Sweden) made the following statement: 
In its memorandum (document Conf.D.uo), the Swedish delegation notes with satisfaction 

that the National Defence Expenditure Commission has placed on its agenda the study of 
the budgetary method with a view to its application in case of fluctuations in the purchasing 
power of currencies. It trusts that this study will be continued until definite results have been 
secured. 

The question raised by the Swedish delegation may be summarised as follows : 
Does the fact that certain countries have abandoned the gold standard make it desirable 
to consider some other method of budgetary limitation than that contained in the draft 
by the Committee of Experts on Budgetary Questions ? 

The experts have dealt with. this problem, bu~ with<;>~t attaching to it all the im~ort.an~e 
which it possesses at the .present tul?e. If monetary mstab1ht:r a~tu~lly excee~ed a certam hm1t, 
that fact might undermme the entire system of budgetary lim1tatwn. In v1ew of the present 
situation, the Swedish delegation, nevertheless, maintains the conviction that the system is 
feasible. 

The present situation has, however, increased the importance of a question already discussed 
by the experts, namely, whether budgetary limits should be fixed in the currency of each 
country or expressed in some other manner.. . . . 

The search for a universal system for drawmg up an mdex by means of wluch a companson 
can be made of the internal purchasing power of _di~crent. currencies would .no doubt meet 
with so many difficulties that it would appear qu1te madv:•sable to adopt th1s course. 

There is, therefore, a choice between two methods. E1ther the figures can be expressed 
in the currency of the country, or their gold value can be calculated at the current rate of 
exchange. If the former method were. adopted, it would _imply the possibility of a~tomatic 
disarmament in case of inflation. I thmk, however, that m sp1te of the changes wh1ch have 
taken place in the monetary situation, the most practical course is to accept the method of 
the experts and to calculate in all cases in national currencies. 

It seems doubtful whether a better method of overcoming the difficulties of the new 
situation can be suggested than that . already recommended. in ~he draft. o~ the budgetary 
experts. This draft suggests a sp~c1al pro~edur~ for readJusting the. lim1ts to ~e fixed 
in the Convention. A country suffe10mg from mtlahon may ask for a readJustment of 1ts fixed 
limits on account of the decrease in the internal purchasing power. Each country may also 
ask for the readjustment of the figures of another country on account of an increase in the 



-61-

It is therefore indispensable to make a special study, in countries which have abandoned 
the_ g?ld standard, !is t~ the extent of fluctuations in internal prices as shown by price indices. 
Thts ts a purely obJective study. 
. . On the other hand, the French delega~ion is of opinion that the question of variations 
m the cost of armament~ has also a defimtely administrative aspect, since the pay of the 
personnel and the cost pnce do not a~ways vary as rapidly as internal prices. For instance, 
~t may be noted that wages and_~anes ~~r a long time remain on the same level while the 
mde~ _figur~s an~ the c~st of livmg a~e undergoing considerable fluctuations. From the 
admmtstrabve _pomt of vtew there are, m consequence, elements of stability in the cost of 
armaments whtch must be taken into account. 

The French delegation is therefore of opinion that the question must be examined both 
from the economic and the administrative aspects. 

Does the examination of price indices in the ~rincipal countries which have aban
doned the gold standard show that comparative stabllity exists in spite of the drop in the 
rate of exchange ? 

Is it to be feared that the difference between the external and internal purchasing power 
of the currency of these countries will result in an appreciable increase in prices ? 

Is it, ~kely that the almost simul~aneous aband~mment of th~ g~ld standard by a group 
of countnes bound together by a senes of economtc and financml mterests will lessen the 
influence exercised on internal prices by the rise in external prices ? 

Does not the fall in the price of raw materials in those countries counterbalance the cost 
of any increase in internal prices ? · 

Does not the necessity for budgetary equilibrium involve a fall in the standard of living 
and is it not in consequence an element in the fall in prices ? ' 

In making a forecast of events, should any account be taken of the precedents to be 
found in countries which have experienced very serious monetary crises ? 

Is not the devalorisation of currency which has recently taken place in those countries 
mainly due to a phenomenon of inflation resulting from the budgetary deficit ? 

May not inflation itself be a more serious cause of price fluctuations than the abandonment 
of the gold standard ? 

On the contrary, do not the States which have abandoned the gold standard endeavour, 
in their fear of inflation, to balance their budgets by cutting down expenditure ? 

These are questions which must be examined, because they have an undoubted reaction 
on the question of fluctuations in purchasing power. The French delegation thinks that no 
doubt should subsist on this problem and that a careful enquiry should be made both from 
the economic and the administrative point of view. 

The French delegation supported the Swedish proposal to refer the question to the 
Technical Committee, it being understood that the latter could co-opt persons specially 
competent to deal with this subject. 

M. HIITONEN (Finland), on behalf of the Finnish delegation, supported the Swedish 
proposal. He thought the procedure suggested by the C?mmittee _of Exl'_erts on _Bud~etary 
Questions was rather unwieldy and would take up considerable tune. l'luctuat10ns m the 
purchasing power of a currency might be very rapid and extensive. For instance, in Fin~a?d• 
the price index rose during the year 1920 from 819 to IIOJ. There had been even more stnkmg 
examples in Germany. . . . . 

While approving the proposal to refer the question to the Techmcal Comm1ttee w1thout 
giving the latter any special instructions, the Finnish dele_gation expre_s~ed the hope that t~e 
Technical Committee would not lose sight of the practical. and pohttcal co~sequcnces t~s 
conclusions might involve. If_ the supervisory c;>rgan were g1ven more exte.ns1ve I'_OWcrs, tt 
would be more difficult to restrtct the number of tts members, and thus to om1t certam State~, 
as provided in Article 40 of the draft Convention. 

Colonel KARMANN (Germany) suggested that ~he Swedish. an~ French statemc.nts, in 
view of their far-reaching importance, should be pnnted and dtstnb~ted. ~e thought the 
Swedish proposal offered the best solu~ion and w~uld b~ing 3:bout a savmg of t1me a?d mo!ley. 
He hoped that the Technical Commtttee, espectally tf asststed. by experts on th1s subject, 
would overcome the difficulties connected with currency fluctuatwns. 

The PRESIDENT replied that the German delegate's wish would ~e compli~d with a~d the 
statements made by MM. Sandler and Jacomet would be inserted Jn extenso 111 the Mmutes. 

M R.ADULESCO (Roumania), Chairman of the Technical Committee! noted tha;t this was 
th tw~nty-fourth question which it was proposed to refer to the Techmcal Commtttee. The 
la:ter was extremely grateful for this sign of confidence and .estee.m. . 

It would do its best to study the question of fluctuations m ~he purchasmg po~er ?f 

t
. ht"ch was so much debated and so debatable m theory, but whtch m 

money a ques ton w · T th d h d b p d t' ' · ht f m the subject of concrete conclustons. wo me o s a een pro ose 
f~:~~es:::~~: t~~ constitution of a special committee or reference to the Technical Committee. 
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It is therefore indispensable to make a special study, in countries which have abandoned 
the_ g?ld standard, !is t~ the extent of fluctuations in internal prices as shown by price indices. 
Thts ts a purely obJective study. 
. . On the other hand, the French delega~ion is of opinion that the question of variations 
m the cost of armament~ has also a defimtely administrative aspect, since the pay of the 
personnel and the cost pnce do not a~ways vary as rapidly as internal prices. For instance, 
~t may be noted that wages and_~anes ~~r a long time remain on the same level while the 
mde~ _figur~s an~ the c~st of livmg a~e undergoing considerable fluctuations. From the 
admmtstrabve _pomt of vtew there are, m consequence, elements of stability in the cost of 
armaments whtch must be taken into account. 

The French delegation is therefore of opinion that the question must be examined both 
from the economic and the administrative aspects. 

Does the examination of price indices in the ~rincipal countries which have aban
doned the gold standard show that comparative stabllity exists in spite of the drop in the 
rate of exchange ? 

Is it to be feared that the difference between the external and internal purchasing power 
of the currency of these countries will result in an appreciable increase in prices ? 

Is it, ~kely that the almost simul~aneous aband~mment of th~ g~ld standard by a group 
of countnes bound together by a senes of economtc and financml mterests will lessen the 
influence exercised on internal prices by the rise in external prices ? 

Does not the fall in the price of raw materials in those countries counterbalance the cost 
of any increase in internal prices ? · 

Does not the necessity for budgetary equilibrium involve a fall in the standard of living 
and is it not in consequence an element in the fall in prices ? ' 

In making a forecast of events, should any account be taken of the precedents to be 
found in countries which have experienced very serious monetary crises ? 

Is not the devalorisation of currency which has recently taken place in those countries 
mainly due to a phenomenon of inflation resulting from the budgetary deficit ? 

May not inflation itself be a more serious cause of price fluctuations than the abandonment 
of the gold standard ? 

On the contrary, do not the States which have abandoned the gold standard endeavour, 
in their fear of inflation, to balance their budgets by cutting down expenditure ? 

These are questions which must be examined, because they have an undoubted reaction 
on the question of fluctuations in purchasing power. The French delegation thinks that no 
doubt should subsist on this problem and that a careful enquiry should be made both from 
the economic and the administrative point of view. 

The French delegation supported the Swedish proposal to refer the question to the 
Technical Committee, it being understood that the latter could co-opt persons specially 
competent to deal with this subject. 

M. HIITONEN (Finland), on behalf of the Finnish delegation, supported the Swedish 
proposal. He thought the procedure suggested by the C?mmittee _of Exl'_erts on _Bud~etary 
Questions was rather unwieldy and would take up considerable tune. l'luctuat10ns m the 
purchasing power of a currency might be very rapid and extensive. For instance, in Fin~a?d• 
the price index rose during the year 1920 from 819 to IIOJ. There had been even more stnkmg 
examples in Germany. . . . . 

While approving the proposal to refer the question to the Techmcal Comm1ttee w1thout 
giving the latter any special instructions, the Finnish dele_gation expre_s~ed the hope that t~e 
Technical Committee would not lose sight of the practical. and pohttcal co~sequcnces t~s 
conclusions might involve. If_ the supervisory c;>rgan were g1ven more exte.ns1ve I'_OWcrs, tt 
would be more difficult to restrtct the number of tts members, and thus to om1t certam State~, 
as provided in Article 40 of the draft Convention. 

Colonel KARMANN (Germany) suggested that ~he Swedish. an~ French statemc.nts, in 
view of their far-reaching importance, should be pnnted and dtstnb~ted. ~e thought the 
Swedish proposal offered the best solu~ion and w~uld b~ing 3:bout a savmg of t1me a?d mo!ley. 
He hoped that the Technical Commtttee, espectally tf asststed. by experts on th1s subject, 
would overcome the difficulties connected with currency fluctuatwns. 

The PRESIDENT replied that the German delegate's wish would ~e compli~d with a~d the 
statements made by MM. Sandler and Jacomet would be inserted Jn extenso 111 the Mmutes. 

M R.ADULESCO (Roumania), Chairman of the Technical Committee! noted tha;t this was 
th tw~nty-fourth question which it was proposed to refer to the Techmcal Commtttee. The 
la:ter was extremely grateful for this sign of confidence and .estee.m. . 

It would do its best to study the question of fluctuations m ~he purchasmg po~er ?f 

t
. ht"ch was so much debated and so debatable m theory, but whtch m 

money a ques ton w · T th d h d b p d t' ' · ht f m the subject of concrete conclustons. wo me o s a een pro ose 
f~:~~es:::~~: t~~ constitution of a special committee or reference to the Technical Committee. 
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It is therefore indispensable to make a special study, in countries which have abandoned 
the. g?ld standard, ~s t~ the extent of fluctuations in internal prices as shown by price indices. 
Th1s IS a purely objective study. 
. On the other hand, the French delegation is of opinion that the question of variations 
m the cost of armament~ has also a definitely administrative aspect, since the pay of the 
personnel and the cost pnce do not a~ways vary as rapidly as internal prices. For instance, 
~t may be noted that wages and. ~anes f~r a long time remain on the same level while the 
mde~ _figur~s and_ the c~st of hvmg a~e undergoing considerable fluctuations. From the 
admm1strabve _pomt of v1ew there are, m consequence, elements of stability in the cost of 
armaments wh1ch must be taken into account. 

The French delegation is therefore of opinion that the question must be examined both 
from the economic and the administrative aspects. 

Does the examination of price indices in the {>rincipal countries which have aban
doned the gold standard show that comparative stab1lity exists in spite of the drop in the 
rate of exchange ? 

Is it to be feared that the difference between the external and internal purchasing power 
of the currency of these countries will result in an appreciable increase in prices ? 

Is it. !ikely that the almost simult.aneous aband?nment of th~ g~ld standard by a group 
?f countnes bound together by a senes of economiC and financml mterests will lessen the 
mfluence exercised on internal prices by the rise in external prices ? 

Does not the fall in the price of raw materials in those countries counterbalance the cost 
of any increase in internal prices ? · 

Does not the necessity for budgetary equilibrium involve a fall in the standard of living, 
and is it not in consequence an element in the fall in prices ? 

In making a forecast of events, should any account be taken of the precedents to be 
found in countries which have experienced very serious monetary crises ? 

Is not the devalorisation of currency which has recently taken place in those countries 
mainly due to a phenomenon of inflation resulting from the budgetary deficit ? 

May not inflation itself be a more serious cause of price fluctuations than the abandonment 
of the gold standard ? 

On the contrary, do not the States which have abandoned the gold standard endeavour, 
in their fear of inflation, to balance their budgets by cutting down expenditure ? 

These are questions which must be examined, because they have an undoubted reaction 
on the question of fluctuations in purchasing power. The French delegation thinks that no 
doubt should subsist on this problem and that a careful enquiry should be made both from 
the economic and the administrative point of view. 

The French delegation supported the Swedish proposal to refer the question to the 
Technical Committee, it being understood that the latter could co-opt persons specially 
competent to deal with this subject. 

M. HIITONEN (Finland), on behalf of the Finnish delegation, supported the Swedish 
proposal. He thought the procedure suggested by the C~mmittee _of Exi>.erts on _Bud~etary 
Questions was rather unwieldy a?d would take ';lP cons1derab_le tu~e .. l'luctuat!ons .m the 
purchasing power of a currency m1ght be very rap1d and extensive. For Instance, m Fm!a?d• 
the price index rose during the year 1920 from Bxg to 1103. There had been even more stnkmg 
examples in Germany. . . . . 

While approving the proposal to refer the questlon to the Techmcal Commtttee wtthout 
giving the latter any spectal instructions, the Finnish delegation expre_s~ed the hope that t~e 
Technical Committee would not lose sight of the practical. and pohttcal co~sequences t!S 
conclusions might involve. If. the supervisory <;>rgan were gtven more exte.nstve P.owers, tt 
would be more difficult to restnct the number of tts members, and thus to omtt certam State~, 
as provided in Article 40 of the draft Convention. 

Colonel KARMANN (Germany) suggested that t_he Swedish. an~ French statements, in 
view of their far-reaching importance, should be pnnted and dtstnb~ted. ~le thought the 
Swedish proposal offered the best solu~ion and w~uld b~ing ~bout a savmg of ttme a~d mo!ley. 
He hoped that the Technical Commtttee, espectally tf asststed. by experts on tlus subject, 
would overcome the difficulties connected with currency fluctuations. 

The PRESIDENT replied that the German delegate's wish would ~e compli~d with a!ld the 
statements made by MM. Sandler and Jacomet would be inserted m extenso Ill the Mmutes. 

M R.ADULESCO (Roumania), Chairman of the Technical Committee~ noted thll;t this was 
the tw~nt -fourth question which it. w~ proposed to refer to the Techmcal Commtttee. The 
latter wa!extremely grateful for thts stgn of confidence and _estee.m. . 

It would do its best to study the question of fluctuattons m !he purchasmg po~er ?f 

t
. ht"ch was so much debated and so debatable tn theory, but whtch m 

money a ques ton w · T th d h d b p sed t" ' · ht f rm the subject of concrete concluSions. wo me o s a een pro o 
r::~~es;::~~: t~e constitution of a special committee or reference to the Technical Committee. 
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l\1. Radulesco was in favour of the second solution and was ~lad that. the United King~om 
delegate had withdrawn his proposal to constitute a. spec1al com~1ttee. The Techmcal 
Committee would naturally take advantage of its nght to call m compet~nt persons 
for the examination of the theoretical aspects of the problem. The Comm1ttee s t~sk 
would be to examine the question of the purchasing power of money from the po~nt 
of view of the main object of the Disarmament Conference:-n~m~ly, the conclus10.n 
of a definite contract between sixty Powers. It would do everythmg m 1ts power to submit 
a clear, technical and accurate report. He wished,"tl.owever, to point out that the report could 
only be submitted to the Commission at a somewhat late date. 

The Commission decided to refer the question to the Technical Committee. 

37· DOCUMENTATION RELATING TO NATIONAL DEFENCE EXPENDITURE SUPPLIED BY 

GOVERNMENTS: STATEMENT BY THE CHAIRMAN OF THE TECHNICAL COMMITTEE. 

M. RADULESCO (Roumania), Chairman of the Technical Committee, made a statement on 
the position of the documents furnished by the Governments regarding their national defence 
expenditure. It appeared that nine countries had deposited a complete set of documents 
which had been submitted for the examination of the delegations. These countries were 
Germany, United Kingdom, Denmark, France, India, Poland, Sweden, Switzerland and 
Czechoslovakia. One country, Japan, had deposited documents which were complete and 
would be submitted shortly for the examination of the delegations. 

Thirty-one countries had furnished a part of the documents required-namely, South 
Africa, Albania, Australia, Austria, Belgium, Bulgaria, Canada, China, Cuba, Estonia, 
United States of America, Finland, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, 
Mexico, Norway, New Zealand, Netherlands, Persia, Portugal, Roumania, Siam, Spain, Turkey, 
Union of Soviet Socialist Republics, Venezuela and Yugoslavia. 

Lastly, nineteen countnes had furnished no documents: Abyssinia, Afghanistan, 
Argentine, Bolivia, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Egypt, 
Guatemala, Haiti, Hejaz and Nejd, Honduras, Liberia, Luxemburg, Panama, Peru and 
Uruguay. · 

He stated that the Technical Committee, which had been instructed to examine the 
documents rela~ing t? the national defence expenditure of the various countries, would do its 
best to cope With th1s task. The coun~ries represented at the Conference should, however, 
also. make a~ effort to help the Committee by submitting the necessary documents at the 
earliest possible moment. On behalf of the Bureau and of the Technical Committee M 
Radulesco again addressed an urgent appeal to the delegations represented at the Disarma~ent 
Conference to submit the documents in question in time to enable the Technical Committee 
to make its report about the end of August or the beginning of September. 

FOURTEENTH MEETING 

Held on Monday, May 22nd, 1933, at 11 a.m. 

President M. DE VASCONCELLOS. 

3S. STATEMENTS BY THE VICE-CHAIRMAN AND GENERAL RAPPORTEUR OF THE TECHNICAL 
COMMITTEE ON THE WORK AND THE REPORT 1 OF THAT COMMITTEE. 

Mr. Lyon, Actin~ Chairman of the Technical Committee d 
Rapporteur, took therr seats at the table of the Commission. , an M. Jacomet, General 

The PRESIDENT recalled the inst . t" · 
Commission of the Conference to thruc~on.s given on March 8th, 1932, by the General 
en~merated the questions which form:d ~honal Defence ~xpe~diture Commission.• He 
bnefly summarised the Ex enditure C P .rt. of, th~ Com.m!SS!on s terms of reference, and 
a Technical Committee to ~hich all thommlss!o~ 5 discussions resulting in the formation of 
opportunity of paying a tribute to the eTeelu~shons wer~ referred. The President took the 
be one of the masterpieces of the n· meat! CComm1ttee, whose report would certainly 

lsarmamen onference. 

:Document Conf.D.J,58 and Addendum. 
St:e document Conf.D. 101 • 
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Mr. LYON (United Kingdom), Vice-Chairman of the Technical Committee, in the absence 
of the Chairman, :M. Radulesco (Roumania), who was unable to be present, submitted the 
Committee's report. 

He described the task entrusted to the Committee, a task so vast that there was no need 
for him to explain why the preparation of the report had taken so long. The Committee 
had first had to examine certain financial documents regarding the national defence expenditure 
of all the Powers represented at the Conference; it had then to study a large number of 
technical questions which actually covered the whole field of investigation comprised in the 
report drawn up by the 1931 Budgetary Experts. 

Mr. Lyon regretted that the Committee had only been able to make a complete examination 
of the returns of nineteen countries and a partial examination so far of those of ten others. 
He pointed out, however, that the national defence expenditure of these twenty-nine countries 
represented 90 per cent of the national defence expenditure of the whole world, amounting in 
1930 to more than four milliard dollars, or about twenty-two milliard Swiss francs ; that 
gave them an idea of the magnitude and urgency of the Committee's task. 

:Mr. Lyon did not propose to enumerate the other questions which had been referred to 
the Technical Committee. He would merely stress their importance by pointing out that they 
included, in addition to a study of the actual expenditure of States, technical accountancy 
questions, such as the problem of gross and net expenditure; the study of constitutional questions, 
such as the nature of budgetary systems; and, lastly, an examination of such economic 
problems as the effects of price fluctuations on the limitation of national defence expenditure. 
The Committee, however, did not claim to have made a thorough, scientific study of national 
financial systems. It had merely endeavoured to elucidate the questions of principle bearing 
on budgetary limitation, despite the difficulties it had encountered in regard to information. 
He trusted that the review of budgetary systems contained in Chapters V, VI and VII of the 
report would supply practical data enabling the Commission to adopt sound decisions. 

Mr. Lyon then gave explanations of the actual report of the Technical Committee. Volume 
II of this report contained a summary of the data on the basis of which the report properly 
so called, contained in Volume I, had been drawn up. The summaries of the data compiled 
as a result of a study of the returns of the various countries had, to ensure their correctness, 
been submitted to the delegations concerned, but they were published under the responsibility 
of the Technical Committee. The summary for the Union of Soviet Socialist Republics appeared 
as an addendum to Volume II. 

The report itself was not submitted in the form of direct replies to the questionnaire 
referred to the Committee, as these replies were, in fact, only special aspects of the general 
technical problem of budgetary limitation. The Committee's conclusions were summarised 
in the xo6 points set out in Chapter XXII of the report. He would give a few general 
explanations on the view which the Committee had taken of its task. 

In the sphere of purely technical questions, the Committee's first task had been to define 
national defence expenditure. It had then decided that expenditure should be taken to mean 
the amounts shown in the accounts and not those which appeared in the budgets. It was thus 
brought to examine the figures submitted by the various countries, to verify their correctness 
both as regards both national defence expenditure and the separate expenditure on land, naval 
and air forces-and on the war material of each of these forces. It had then studied the problems 
inter alia of the purchase by Governments of war material, payment for which was not made 
within the normal time-limit, services for which no payment was made, the significance of 
loans granted to private armaments enterprises, etc. 

As regards questions relating to the practical operation of a limitation system, the 
Committee had had to study inter alia the problem raised by certain exceptional and unfore
seeable expenditure incurred as the result of a rebellion, for the protection of nationals orin the 
case of natural disasters. The Committee had also given consideration to the necessity of 
keeping the value of limits constant. For this purpose it had suggested a system by which 
allowance .could be made for fluctuations in the purchasing power of currency. Finally, the 
Committee had considered what would happen if the actual expenditure of a country was much 
lower than the limit allotted to it. · 

:Mr. Lyon drew the Commission's attention to the question of supervision. The Technical 
Committee admitted that that question had not been directly referred to it and that, in that 
respect, it had perhaps somewhat exceeded its terms of reference. As constant reference, 
however, was made in its suggestions to the Permanent Supervisory Commission, the Committee 
felt it should explain what in its opinion was technically necessary for the supervision of 
budgetary limitation. :Moreover, the Committee felt itself encouraged to do so by the actual 
wording of the Bourquin Report, which stated that special committees might study the 
technical aspect of supervision in connection with the special subjects referred to them for 
consideration. Mr. Lyon, however, agreed that this problem of supervision raised political 
questions which were not the Technical Committee's concern. The Committee had confined 
itself to elucidating, as far as possible, the technical requirements of international supervision 
of national defence expenditure. 

Speaking as Acting Chairman of the Technical Committee, Mr. Lyon drew the Commission's 
attention to the fact that the replies given in the report to the various questions were not 
always unanimous, and that reservations had been made by certain members in different 
parts of the report. He thought, however, that he was faithfully expressing the Committee's 



sentiments when he said that the proposals for detailed publicity on the basis of .A~ticl~ 8 of 
the Covenant were a unanimous recommendation. On the question, however, o~ hmttati_o!l of 
expenditure, divergent views had been expressed, ~ot so much on the essential conditions 
of limitation as on the extent to which those conditions were ~r could be fulfilled. He felt. he 
could say that the members of the Committee were more or less m ~greement as to the techmcal 
conditions governing limitation. Some members, however! had pomted ~ut that, ~t the present 
moment, some of those conditions were not fulfilled, and It would be wtser to watt a few years 
before taking a decision on the subject.. · . . . . 

Lastly, Mr. Lyon pointed out that, m the final pomt ~f tts conclusiOns, ~he Committee 
I'Xpressed the opinion that its report embodied reas~ned rephes. t~ all the questions referred to 
it, and that those replies would enable the Expenditure Commts~ton to come to the nece~sary 
decisions on the subject of limitation and publicity of expenditure. He would leave It to 
M. Jacomet, the General Rapporteur, to explain in g~eaterdetail the~ontentsoft~e report, the 
logical development of its chapters, and the data whtch would pr~vtde th.e Nat~onal Defence 
Expenditure Commission with a basis for the adoption of solutions whtch mtght prove of 
decisive importance in the history of disarmament. 

M. jAcOMET (France), General Rapporteur of the Technical Committee, made the 
following statement : 

· " The machinery of limitation and publicity of expenditure submitted to you is based on 
a number of general principles which form the legal foundation of the future Convention. 

" (a} The Committee suggests that the limits of the Convention's sphere of application 
should be fixed by a definition and a conventional list of national defence expenditure. 

" This definition and this list together will relate solely to the specifically military 
expenditure necessitated or entailed by the existence of military formations and by measures 
immediately connected with !?reparations for national mobilisation. 

" True to the spirit in whtch the preliminary work of the Conference was carried out, and 
in compliance more especially with the conceptions at the root of the Budgetary Experts, 
report, the Technical Committee suggests excluding from limitation and publicity, expenditure 
of a general nature which may be of military importance in the sense that they contribute to 
increasing a country's fighting power-i.e., its war ' potential'. 

" Your first duty will be to decide whether such a conception, which is necessarily some
what arbitrary, defines sufficiently closely the common obligations which the parties are to 
accept, and whether, also, it corresponds to the terms of the resolution of July 23rd, 1932, 
fixing as the special goal of your work the alleviation of the financial burdens of the nations. 

" You will find all the factors required for forming a judgment in this. connection in 
Chapter II of the report. . . 

" (b) All expenditure for the purposes specified in the definition and ·conventional list 
should be subject to limitation and publicity undertakings, whatever the origin or nature of 
the resources out of which the expenditure is met. . . ; 

'' After defining the sphere of application of the future Convention, it was. necessary to 
see how each country's national defence expenditure could be identified and listed . 

. " The investigation~ ma~e by your Committee very soon showed that States entered their 
~ahona~ defence expenditure m documents of very varying structure, and that it was therefore 
mconcetvable that they could prove compliance with their contractual obligations established 
on one common juridical basis by means of such diverse instruments. 

" In confirmation, therefore, ot its predecessor's conclusion, the Committee found it 
nec~ssar~ to create a unifor~ frame~o~k within w~ch States would be obliged to enter all 
thetr nat.wnal defence expenditure wtthm the meamng of the Convention in accordance with 
very stnct rules. 

" T~is ~ramework is the Model Statement with which delegations ar~ already familiar, 
and ;~vhtch. Is the keystone of the machinerr proposed. . .. 

It Will ~e you~ duty, ther~f~re, to dectde whether proof of any undertakings given in 
respec~ of th~ hmttahon and pubhc.tty of expenditure will entail the presentation by all countries 
of therr national defence expenditure on uniform lines. 

" (c) Having_ fro~ the ~lUtset _ac9.uired the conviction that such an instru~ent was 
n~cessary, and havmg gtven thts convt~tion concrete form, the Technical Committee considered 
the )roblem o_f what. should be entered m the Model Statement. Naturally, the Model Statement h ou d contam nahonal defence expenditure as defined in the Convention The question 

p~~1;~· w':~sc;r~:fn;;o~t s~e s~~~kx:~tm~::~~tg fi~~ttt~ ~h~~~~~~n ' expenditure', and that 

prop~s~1~Yps:~~d~f:C ~nd;;~f~~h~lt~~~~~l ofef~~c~;s~~a~~:. ~e:r:h s:::~~~ s~~~~~~~!~u!e dq not 
n un s Is stmu aneous y or successively to th · d" · · 

·and a<:knowledge commitments, in the last resort. au . onse expe~ tture, to enter mto 
term, 1t means to pay-that is to transfe t • . and chtefiy, a umversally understood 
services rendered or goods dellvered. r 0 creditors amounts representing the value 'of 
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" We propose that you should take this final operation of settlement of expenditure and 
make it the legal basis of the Convention. Our choice is due to the cardinal consideration that, 
by limiting and making public the expenditure on armaments, we intend, so far as possible, 
to limit or make public the actual quantities of armaments purchased. Now, it is the payment 
which, as a general rule, is the operation of settling expenditure most nearly simultaneous 
with the rendering of services or the delivery of goods. 

" Furthermore, payment is the only operation of settlement of expenditure which all 
countries enter in their accounts . 

. "You will have to decide whether, as the Technical Committee proposes, it is paymmts 
which will have to be entered in the Model Statement as the legal evidence of compliance 
with contractual obligations. 

• • • 
" There is another very important general principle which is briefly expressed at •. the 

beginning of our report, but the truth of which is actually only demonstrated in the final 
chapter, since, technically speaking, it is in a way the general conclusion of our investigations. 

" The Committee considers that, taking countries or regional groups as a whole, no 
comparison between expenditure on armaments can give an exact idea of the relative size of 
the actual armaments. 

" The Committee nevertheless considers that, if the facts are correctly interpreted, and 
above all if variations in the purchasing power of currencies are taken into account, the 
comparison of the expenditure returns of the same State from year to year will enable the 
evolution of its expenditure on armaments to be followed, and will provide very useful 
information as to the variations of its armaments themselves. 

"The conflicting views to which such statements gave rise have been reconciled during 
the discussions, and a joint formula has been found which recognises and confirms the 
correctness and appropriateness of the various opinions expressed. 

" It will be your duty to refute or confirm these conclusions. If, however, you adopt them, 
you will always have to bear them in mind in the discussion, as they dominate most of our 
technical demonstrations. 

• •• 
" If you adopt the general principles on which the Technical Committee proposes to base 

the future undertakings regarding limitation and publicity of expenditure, it will be your duty 
to decide how these general principles can be adapted to the practical purposes of the 
Convention. 

" The draft Convention drawn up by the Preparatory Commission contains three articles 
on limitation of expenditure : 

" Article xo: Limitation of annual expenditure on material for land armaments. 
"Article 24: Limitation of annual expenditure on material for naval armaments. 
" Article 29: Limitation of the total expenditure of each of the High Contracting 

Parties on armed forces and formations organised on a military basis. 

" The same draft Convention contains two articles regarding publicity of expenditure : 

" Article 33: Publicity of expenditure by categories of materials. 
" Article 38: Publicity of total expenditure on national defence. 

" I should point out that each of these articles is accompanied by a footnote, reading as 
follows : 

" ' In pronouncing on this article, the Governments will take into account at the 
Conference the report requested from the Committee of Budgetary Experts which will 
have been forwarded to them in order to permit of the drawing up of the annex to this 
article.' 

" The Committee of Budgetary Experts was convened immediately after the close of the 
proceedings of the Preparatory Commission, and its report was forwarded direct to the 
Governments at the end of February 1931. 

" The terms of reference of the Committee of Budgetary Experts were, therefore, to 
study the details of application of the articles of the draft Convention concerning limitation 
and publicity. 

" The Technical Committee, having taken over as a whole, and in the light of the 
documentation received, the study of all questions dealt with by the Committee of Budgetary 
Experts, endeavoured to determine whether, in the present state of affairs, the technical 
conditions necessary for applying the articles of the draft Convention concerning limitation 
and publicity already existed. 

• •• 
" Let us take first the articles of the draft Convention concerning limitation of expenditure 

-i.e., Articles xo, 24 and 29. According to a note appended to the latter article, the Committee 
of Budgetary Experts was instructed to study the possibility of a distinct limitation of the 
expenditure on land, sea and air forces. 

IIIAT. DEF. EXP. COIIII. I. 
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.. The technical conditions necessary for giving effect to t.he various kind~ of limit.a~ion 
laid down in the draft Convention would appear to be of two kmds.: the te~~mcal con~1tions 
peculiar to each form of limitation proposed, and the general techmcal conditions essential for 
all the kinds of limitation suggested. 

" For the sake of clearness, I will deal in turn with : 

" The problem of global limitation, as presented by Ar.ticle 29 ; 
" The problem of separate limitation. of the expend~ture on the. thr~e forces, as 

contemplated in the note appended to Article 29 of the draft ConventH~n , . 
" The problem of limitation of expenditure on land and naval mater~al (Articles 10 

and 24). 

"The Technical Committee considered that the special technical condit~ons necessary 
for the application of Article 29, dealing with global limitation, were the followmg : 

" (a) It should be possible for each country to make a full an~ correct return of its 
national defence expenditure within the meaning of the Convention ; 

" (b) It is essential that a supervisory body should be able t? chec.k sufficiently 
closely for practical purposes the full statement of each country s national defence 
expenditure. 

" Part III of the report is devote~ to a study o~ these two technical consid~rations. . 
" You will observe that the Committee has unammously adopted an affirmative conclusion 

as regards each country's ability to make for practical purposes a full return of its national 
defence expenditure. 

" As regards the degree of ' contr?llability : of the complete retu!n of each countrr's 
national defence expenditure, the Comm1ttee considers that, for the practical purpose for wh1ch 
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. 

"The German and Italian experts have pointed out that the possible margin of error 
when a supervisory body checks the total national defence expenditure of a country is not 
always negligible. 

" Part III of the report gives you all the data necessary to decide whether the special 
technical conditions for the application of Article 29 at present exist. 

" Chapter IX contains a study of the special technical conditions necessary for the separate 
limitation of the expenditure on the three forces. The Committee considers that the degree of 
• controllability ' of the expenditure on the three forces is considerably lower than that 
attainable in checking the aggregate expenditure of each State. In the conclusions given 
on page 93, the Committee was careful to submit the various data by means of which the 
Expenditure Commission will be able, with all the facts before it, to adopt decisions. These 
latter will probably have to be based essentially on the view it takes of the degree of 
' controllability ' necessary if separate limitation of expenditure on the three forces is to be 
possible. . 

"The problem of limiting expenditure on land and on naval material has been thoroughly 
studied by the Committee, which considers that expenditure on land and naval material is 
tar less verifiable than the total expenditure of each State. The conclusions are submitted in 
the same form as those concerning the limitation of expenditure on the three forces, and, by 
taking in turn the alternative conclusions offered, the Expenditure Commission should easily 
be able to arrive at decisions. 

" Payments to be entered in the Model Statement must be taken from the accounts of the 
various countries. Usually, however, public departments cannot incur expenditure without 
receiving preliminary authorisation to do so from the public authorities. The act authorising 
expenditure is the budget, and all the countries whose returns have been examined by the 
Committee prepare budgets. That is why the accounts of expenditure chargeable against 
budgetary credits always show in juxtaposition the authorisation-i.e., the credit and the 
payments made under that authorisation. 

" It is when expenditur~ is authorised that public authorities have to state clearly the 
actual purpose of the e;x:pend1ture. For. the ~eal purpose of the expenditure to be known, the 
payment must necessanly be brought mto Juxtaposition with the credit. The authenticity 
of the paym~nts enter~d m the accounts depends on the way in which the actual execution of 
the bu~get 1s supe~v~sed and the accoun.ts audited. These are the real reasons why the 
Expenditure Com~ISS!on aske~ the Techmcal Committee to make a study of the budgetary 
system of the vanous countnes. 

" ~he results of thi~ investigation ~y the Committee will give the Expenditure Commission 
a sufficiently a.ccu~ate 1de~ of the vanous budgetary systems and enable it to judge to what 
ext~nt. th~ obhgahons reciprocally accepted could be observed if a Convention on publicity 
or hm1tat!On were concluded. 

"Juridicall'r.oof of.obse~vance of limitation undertakings therefore depends on a certain 
amount of ~ublic1ty bemg g1ven to authorisations of expenditure and on the existence of 
accounts wh1ch are subject to verification by higher supervisory bodies and are published 



prior to or after such audit in forms and within periods which meet the requirements of the 
Convention. The Expenditure Commission will find in Chapters V and VI the reasoned 
opinions of the Committee and of certain of its members. 

"I would respectfully draw the Expenditure Commission's particular attention to _the 
weighty views expressed on pages 47, so and 51 of the report, as they seem to me to be particu
larly important for the decisions of the Commission. 

" Chapters V and VI of the report, taken as a whole, and more particularly the passa~es 
I have just mentioned, will give the Expenditure Commission all the data necessary to dec1de 
whether it proposes to regard as authentic the payment figures entered in the closed accounts 
of the various countries, and whether, in the case of countries which at present are behindhand 
in publishing their accounts or whose accounts when issued are not sufficiently detailed, it can be 
regarded as sufficient for the conclusion of the Convention that they should give a contractual 
undertaking to publish their accounts within a sufficiently short period and in forms suited to 
the requirements of the Convention. That is a capital point which you will have to consider. 

" Another condition for giving effect to any Limitation Convention is that the purchasing 
power of the national currencies in which the contractual limits will be expressed should remain 
more or less stable. The Committee has formally expressed its view on this point on page 127 
of the report : 

"'The Technical Committee considers that, if violent and at the same time very 
rapid changes affect the purchasing power of currencies, and if these changes are not 
·universal and occur at different times and in a different measure for various countries, 
the system of limiting expenditure could no longer function. 

" • But, if r,rice fluctuations are not too violent, the Committee is of opinion that the 
''living system ' which it recommends will allow of a re-adjus~ment of the limits that will 
enable the latter to retain their full contractual value.' 

" The problem of re-adjusting limits in the event of fluctuations of the purchasing power 
of currencies will doubtless have the Commission's thorough consideration. 

" You will find explained and classified in Chapter XII all the considerations you need 
for your decisions : actual data showing the price fluctuations which have occurred during 
recent years ; juridical definition of the re-adjustment of limits, which is not a revision but 
a change in their monetary expression. 

· " After rejecting the possibility of an automatic re-adjustment of limits by means of the 
national index figures of prices or an international index figure for the costs of armaments, the 
Committee suggests that you should give a living organism power to re-adjust limits. 

" It proposes for the working of this organism a procedure which is essentially intended 
to eliminate all political considerations from the re-adjustment of limits, a problem which, in 
its opinion, is purely statistical. 

" The Committee explains the kind of evidence which it thinks should be attached in 
support of applications for re-adjustment. Alongside the Committee's proposals you will find 
certain observations submitted by some of its members, a glance at which shows the important 
bearing it has on your deliberations. 

" The Technical Committee hopes that the Expenditure Commission will find in Chapter 
XII of the report everything necessary to enable it to reconcile the conflicting vieW$ inherent 
in the re-adjustment of limits in the case of fluctuations of purchasing power. 

" On several occasions, more'particularly when deciding the possible effect of deferred 
payments on the efficient working of the Convention, as well as the practice of commitment 
authorisations and credits, the Committee has expressed the view that, the longer the period 
for which the Convention is concluded, the more effective budgetary limitation will be. 

" The Committee has assumed that a General Convention will be concluded for an 
unlimited period-in other words, that it would be tacitly renewed on the expiry of the 
successive terms prescribed for its application in accordance with Article 57 of the draft 
Convention. It would be advisable for you to decide whether such a juridical conception really 
squares with the requirements of a Convention on Limitation and Publicity of Expenditure. 
If so, the idea should not be lost sight of in the discussions which may ensue in the Commission 
regarding the efficacy of budgetary limitation . 

• • • 
" Let us now consider the articles of the draft Convention on publicity-viz., Articles 38 

and 33· 

" Article 38: Publicity of total expenditure on land, sea and air armaments. 

" Article 33: Publicity by categories of materials of expenditure on upkeep, purchase 
and manufacture of war materials of the land and sea armed forces. 

" As regards the publicity of expenditure contemplated in Article 38 of the draft 
Convention, the Expenditure Commission will find all the elements of a decision in Chapters 
XI and XVI as regards the actual form of the Model Statement by means of which this publicity 
could be achieved. 
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.. The views expressed and the ~onclusions cont~ined in ~he Technical Committee's 
report regarding the application of Article 38 are subm1tted unarumously. 

" The unanimity felt regarding the te~hnical conditions for a~plying a srste~ of publi~ity 
is, moreover, very evident from th.e combmed tex~ of the Techmcal Comm1tt~e s conc~us10ns 
and the general reservations subm1tted by the vanous members of the Comm1ttee wh1ch are 
annexed at the end of the report. 

"One of these reservations, signed by the German, Italian and Japanese experts, suggests 
that publicity should be applied for a peri~d of from four to fiv~ ~ears, ~fter which the situation 
should be re-examined in order to ascertam whether by then 1t IS possible to apply the system 
of budgetary limitation recommended by the report-i.e., to frame a Convention on the legal 
basis of the payments effected. The American expert's reservation emphasised, not only the 
value of budgetary publicity, but also the practicability of its application. 

" I should point ou~ that the ~o?lmi!te~ h~s on several ?~casions suggested in its report 
the possibility of machmery combmmg lim1tat1on and pubhc1ty. 

" On pages I07 and xo8 of the report the Technical. C?m~ittee .shows t~at detailed 
publicity would be necessary to prove observance of the limitations la1d down m the draft 
Convention, and would help to facilitate supervision of the figures produced to prove that those 
limitations have been observed. Even in the event of the Conference adopting global limitation 
only, the Committee expresses the view. that it would be necessary to prove observance of 
such limitation by means of a fairly detailed Model Statement. To be sure of the correctness 
of all the figures composing the grand total of national defence expenditure, it is necessary to 
analyse all the items of the accounts in which those figures are entered. The more detailed the 
Model Statement, the more necessary it is to analyse the accounts, in order to discover 
the real purpose of the expenditure, and the more effective the supervision devolving upon the 
Permanent Commission will be. Supervision of global limitation of expenditure on the basis 
of a detailed Model Statement will, in the Committee's opinion, give a useful idea of the savings 
effected as a result of reductions made in armaments themselves..:......for instance, effectives and 
war material. . 

" Whether it be, therefore, the technical conditions necessary for applying the articles 
of the draft Convention on Limitation-viz., Articles xo, 24 and 29-whether it be publicity 
as prescribed in Article 38, or whether, again, it be a combination of publicity and limitation, 
the Expenditure Commission will, I think, readily find in the report all it needs for its decisions. 

"As regards Article 33 of the draft Convention, the text of which I have given above, the 
conclusions of the Technical Committee are also unanimous ; but this is, if I may say so, a 
negative unanimity, since the Technical Committee confirms the conclusions of the Budgetary 
Experts' report-that it is impossible to insert in an international Convention a contractual 
clause requiring more detailed publicity of expenditure by categories of materials than that 
contained in the tables of Head IV of the Model Statement for each of the land, naval and air 
forces. 

• •• 
" I shall say a few words only with regard to the instruments themselves which form the 

machinery of limitation and publicity. Those instruments are the Model Statements, the 
annexed information and the reconciliation tables. 

" The Model Statement before you is very similar to the original Model Statement 
prepared by the Committee of Experts on Budgetary Questions. 

. "I must, however •. draw attention to an ~mportant change in the arrangement of Head IV 
~~t~ re~ard to expenditure on naval matenal.. The Technical Committee proposes that a 
d1stmct~o~ should be drawn between expenditure on construction, including arms and 
ammu~1t1on-that is t? say, total expenditure on construction of ships-and expenditure 
for mamtenance of naVIes. The reasons for the proposed change are set out at length in the 
report. 

" An examination of the information to be given in the Model Statement would lead me 
into too detailed technical considerations ; but I shall, of course be at the Commission's 
disposal during the discussion to supply any technical explanation; it may desire. 

·: With re~a~d t.o the recon~~ation tables, which are of fundamental importance in the 
machmery of ~Imitation and public1ty, as well as for the supervision of contractual obligations, 
I have to pomt out to the Expenditure Commission that, in accordance with the German 
expert'~ proposal, we have adopted the principle of uniformity. You will find all the necessary 
facts With regard to the nature of these reconciliation tables the idea underlying them and 
their value in Chapter XVIII. ' ' 

" The Co':'lmittee is in complete agreement with regard to the whole of this part of the 
report, as the mstruments apply, not only to publicity under Article 38, but also to limitation. 

" The divergencies o.f opinion which were revealed in the Committee related only to the 
use to be made of these mstruments for purposes of limitation . 

• • • 
:· My statement wo~ld be inco~plete if I did not put clearly before you all the measures 

prov!d.ed by . the. Techmcal Comm1ttee to ensure efficacious supervision of limitation and 
public1ty obligations. 
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" In Part VII of its report, indeed, the Technical Committee, aware that the juridical 

proof of the observance of limitation and J?Ublicity obligations based on payments m~de could 
not be produced until after a ~~ng period v~urteen l!lonths after the end of the financial year), 
felt it should propose add1tlonal publicity, wh1ch should largely counterbalance that 
disadvantage. . 

" The Technical Committee proposes that, at any rate when the Convention first comes 
into force, the States, whatever their budget system, should sen~ to the Permanent 
Disarmament Commission in the form of the Model Statement, an estimate of the payments 
which they expect to make' during the financial year. If, therefore, the natio!lal defence services, 
in addition to the annual credits allotted to them, can make expenditure out of. global 
authorisations covering several years, the Model Statement should show, not only ~h~ estimated 
payments to be made out of annual credits, but also the amount of the payments 1t 1s expected 
to make during the year out of credits covering several years. 

" The method proposed by the Committee would therefore tend to restore the ~ule ?f 
budgetary annaliU m the international sphere, to which there are numerous exceptions m 
several States. 

" As the budget is executed, any financial laws and measures modifying the estimated 
expenditure should be communicated to the Permanent Commission, which could then watch 
the financial strength devoted by each State to its armaments. 

"After the end of the financial year, the States would communicate to the Permanent 
Commission, in the form of their internal accounts, the amount of their national defence 
payments. · 

" Finally, when the internal accounts were published, the States would have to send a 
Model Statement of payments compiled from those accounts in the form of the Model Statement. 
That statement would serve as juridical proof of the observance of limitation obligations. 

" In a number of countries, the results of the audit by the higher supervisory bodies would 
not be announced until after the publication of the accounts. That is in the very nature of 
the institutions. In these cases, the Model Statement could be filled in from the published 
accounts, and there would be no need to await publication of the results of the audit, provided, 
however, that the results were produced regularly within the period fixed by the laws of the 
country. 

" In asking States, when voting or fixing their budgets, to keep the estimated payments 
for the year within the contractual limits and to indicate very soon after the end of the financial 
year the sums disbursed for national defence ; in asking them, finally, for legal proof of their 
contractual obligations on the basis of the payments shown in the published accounts, the 
Technical Committee, in fact, proposes that the voting or adoption of the budgets, their 
execution and the supervision of their execution, shall be entirely dependent upon and 
conditioned by the contractual obligations with regard to limitation. The observance of the 
rules of public accountancy in each State would then ensure that contractual obligations were 
respected. 

" These considerations are extremely important. They appear, of course, only as a final 
conclusion of the report ; but it seems to me that they must to some extent dominate our 
discussions, and it is for that reason that I venture to draw the attention of the Expenditure 
Commission to this point. 

• • • 
" The Committee proposes that supervision of limitation and publicity undertakings 

should primarily be in the nature of a book-keeping audit, but that the results of this audit 
should be to some degree elucidated and interpreted by means of a general inspection of the 
expenditure of countries on their armaments carried out with the help of documents to be 
communicated to the Permanent Commission as recommended in Chapter XIX of the report. 

"It will be for you to decide whether the conception of supervision as set out by the 
Committee in Chapter XX meets the requirements of reciprocity in respect of the contractual 
obligations to wh1ch States will have to subscribe . 

• • • 
" I think I should draw the Expenditure Commission's attention to the fact that certain 

technicalJ?roblems relating to the fixin~ of limit~ have been conditionally discussed. This is 
the c~se w1th th~ problems connected With the fix~ng of an annual average limit of expenditure 
covermg ~ certam number of years. The Techmcal Committee thought that, so long as the 
~epercuss10ns on ~ach State ?f ~he Disarmament Conference's decisions were not determined, 
It could not ~efimtely ~ommit Itself as to the actual machinery for fixing annual limits. 

" ~~ce It .has de~Ided on the a~tual p~nciple of limitation, however, the Expenditure 
CommiSSion will. fin~ m ~he alternative vers10n of the questions raised by this problem the 
elements on which Its VIews are based. 
. " The probl~l!l of transfers between the limits of the three forces has also been dealt with 
m the sam~ conditional manner. When, however, a decision has been taken regarding limitation 
of ~xpenditw:e on th_e three forces, we trust that the_ statement of the problem of transfers 
which you will find m Chapter XIV of the report will make your decisions easier. Lastly, 
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1 . ld also draw the Expenditure Commission's attention to one p~oblem which, though 
't ~ou othing to do with the actual fixing of limits, is of very great Importance as regards 

d
1 t as n1·n1·ng the observance of contractual obligations. This is the special procedure for certain 

e erm · · 1 · · · th t f th exceptional and unforeseeable expenditure not mvo vmg an mcrease m e armamen s o e 
country incurring it. . . . . 

" In this connection, the Committee has proposed a q_111te defimte _procedure, and 1_t Will 
be your duty to say w~~ther you think this procedure adv1sable and SUitable for embodiment 
in a contractual prov1s1on. 

* * * 
" I trust that I have shown how the Technical Committee's report can be utilised by the 

Expenditure Commission in taking its decisions and preparing those of the General Commission. 
The reason why we have reported at such l~ngth is that we were at?xious to elucida~e all the 
technical data which you need for your enlightenment and to av01d as far as poss1ble your 
having to re-open the discussions which t_ook place it? the C~mmittee.. If we have s~cce~ded, 
you will speedily be able to adopt pra~tical conclu~IOI?s ~h1ch, we smce~ely trust, 1t will b.~ 
possible to embody in the first Convention for the L1m1tation and Reduction. of Armaments. 

M. FRAN~OIS (Netherlands), Rapporteur, explained that, since the Technical Committee 
was formed, he had been unable to attend its proceedings. He thought his task, and also 
that of the Commission, would be greatly simplified if M. Jacomet were appointed joint 
Rapporteur. He made a formal motion to that effect. 

On General BARBERis's request, the Committee decided to defer a decision Oil the Rapporteur's 
motion until the next meetitJg. 

FIFTEENTH MEETING 

Held on Tuesday, May 23rd, 1933, at 3.30 p.m. 

President : M. DE VASCONCELLOS. 

39· APPOINTMENT OF A jOINT RAPPORTEUR OF THE NATIONAL DEFENCE EXPENDITURE 
COMMISSION TO THE GENERAL COMMISSION. 

General BARBERIS (Italy) gave his entire support to the appointment of M. Jacomet 
as the Commission's joint Rapporteur in accordance with M. Franc;ois' proposal of the previous 
day. He wished, however, to explain why he had hesitated and had asked for the decision on 
this question to be adjourned until the present meeting. The majority of the Technical 
Committee had in a preliminary draft report 1 considered that the technical conditions necessary 
for the application of a system of limitation were already realised. When this document 
was being discussed, four out of ten experts had considered that that was not the case and that 
it was incorrect to say that a system of budgetary limitation could already be operated. The 
majority of the Committee had finally decided to adopt, instead of the po~itive formula which 
he had just quoted, the much more moderate sentence which appeared in Point 106 of the 
~onclusions to the report.• In those circumstances, General Barberis had wondered whether 
1t was really advisable to appoint as the Commission's joint General Rapporteur a 
representative of one of the extreme opinions expressed in the Technical Committee. Over 
~gainst. t~ese hesitations he had set the absolute confidence he felt in M. Jacomet's scrupulous 
1mpartiahty, and unreservedly supported M. Franc;ois' proposal. 

The Commission decided to appoint M. Jacome/ joint Rapporteur to the National Defence 
Expenditure Commission. 

40. GENERAL DISCUSSION OF THE TECHNICAL COMMITTEE'S REPORT (Document Conf. D.158 
· and Addendum). 

M. ~ANDLER (Sweden) remarked that the Expenditure Commission's task was, not only 
to examme the technical aspect of the questions before it, but also to prepare the decisions 
to be taken by the General Commission. 

1 Document C.T.16o(1). 
1 Document Conf.D.1.58. page 23 1. 
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He stressed first the unanimity with which the Technical Committee had adopted the 
definition of the term " national defence expenditure " and had decided to take. paymen~s. as 
the basis of the future Convention. The Committee had similarly been unanimous_m recogmsmg 
that each country could make a compl_ete retur~ of its _nation.al defence expenditure and ~hat 
it was possible to check the figure of this expenditure w1th a h1gh degree of accur~cy. It m1~ht 
therefore be said that on all these questions, as, incidentally, on most of the essenh~~ tech!llcal 
questions, the members of the Committee had been in mutual agree.ment. Confhctn~g VIews, 
however, had been expressed when the Committee came to deal Wltl;l proble_ms wh1ch went 
somewhat beyond the strictly technical sphere. Those were all questions w~1ch the sp~a~er 
thought should be settled, not by the Technical Committee, but by the Expenditure CommiSSIOn 
or even by the General Commission. 

111. Sandler proposed to discuss the questions before the Commission from the standpoint 
that limitation of expenditure should be regarded, not as an isolated mrasure, but as.one of the 
essential elements of a complete system of disarmament. As regards the purpose of this method, 
he might usefully point to a conclusion which emerged from the Techn_ical Comm~ttee's 
investigations-viz., the impossibility of comparing the armaments of vanous countncs by 
a comparison of their expenditure. National defence expenditure gave no criterion for 
a comparison between armaments. One advantage of this conclusion was that the 
method of budgetary limitation could be made elastic by giving separate consideration 
to each country, a th1ng which could not be done in the case of the existing methods of direct 
limitation of material or personnel. The result was, as the Technical Committee explained in 
Chapter XVIII of its report, that one country could be allowed to include in its Model 
Statement expenditure which another country would be authorised in certain circumstances 
to exclude. The principle of " non-comparability" was therefore at the root of the system 
recommended by the Technical Committee. 

M. Sandler then explained why the Swedish delegation favoured the limitation of national 
defence expenditure. 

The Swedish delegation had already stated during the general discussion at the opening 
of the Conference that, in its opinion, a Disarmament Convention should cover all the essential 
factors in a country's armaments, so that States would not be tempted to direct their efforts 
to factors which were not limited. Thus, it was not sufficient to limit the various categories 

· of armaments-whether quantitatively or qualitatively, which in the final resort was one and 
the same thing-there should also be an indirect method of preventing an increase in or 
improvement of authorised or non-limited armaments. The General Commission, in its reso
lution of July 23rd, 1932, had pointed to the danger of " the measures of qualitative and 
quantitative disarmament to be inserted in the Convention being neutralised by increases 
or improvements in authorised armaments ".1 Only by a combination, therefore, of direct and 
indirect methods could the aim of the Convention be achieved. 

In this connection, M. Sandler thought it well to remind the Commission that, though 
the budgetary method only limited material indirectly, it nevertheless had a very direct 
effect on the amounts spent by each country on the upkeep and development of its armed 
forces. 

Another advantage of budgetary limitation was that it encouraged economy. The 
expectation from a Disarmament Convention was not merely that it would stop competition 
in armaments but also create conditions conducive to economic recovery. That recovery 
could only be ensured if steps were taken to avoid squandering sums which for the whole world 
amounted to astronomical figures. The real worth of these possibilities of limiting national defence 
expenditure would certainly be appreciated at the London Economic Conference. 

To these general considerations the Swedish delegation wished to add another to which 
it attached no less importance. Whereas, when the preliminary proceedings of the Conference 
started, there were rather conflicting views expressed even on the principle of international 
supervision, opinions on this question had become remarkably similar and uniform, so that, 
at the present moment, there was an almost unanimous trend in favour of establishing effective 
and constant supervision. This supervision, the basic elements of which had been laid down 
in the Bourquin report, the need for which had been emphasised in President Roosevelt's 
message and which was given great prominence in the United Kingdom draft Convention, 
sl;lould relate, not only ~o ~bs~rvance of tl;le limits laid down for effectives and application of 
direct methods for the lim1tahon of matenal, but also to the whole of a country's expenditure 
on its arma!llents. The simplest and most ~angib~e expression of the effort expended by a 
country on 1ts arm~ments was the fig~re of 1ts ~ahonal defence expenditure. The Technical 
Committee had arnved at the conclusiOn that 1t was possible to check the grand total of a 
country's national defence expenditure with a high degree of accuracy. 

To enable them to judge the real value of this conclusion, M. Sandler mentioned the 
difficulties offered by supervision in the case of most forms of direct limitation where it would 
be necess~~Y· generally spea~i~g, t_o rely on the figures supplied by Governments: In the case 
o! supervision of budgetary hm1_tahon,_ ~n the other hand, not only would there be the assurance 
giVen by ~ .G~vernment, but, m addih~n, the closed accounts interpreted with the help of 
the. reconc1liat~on table and the explana~wns of the State concerned and the internal bookings, 
wh1ch could, 1f necessary, be _commumcated to the Permanent Commission. It was clear, 
therefore, that the guarantees m the second case were much more reliable. 

1 See Conference Documents, Volume I, page 270. 
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The Technical Committee had only ~ccepte~ as verifiable t~e fig~re~ given separately i~ the 
audited accounts, and it was on the basts o!. thts extreJ?I~ly .~tnct en tenon that t~e Commtttee 
had formed its opinion as to the degree of controlabthty of the figures of national defence 
expenditure. Consequently, when the Committee said that the grand total of this expendi~ure 
could be verified with a high degree of accuracy, that statement had much greater wetght 
than might at first be imagined. 

The speaker did not think that a distinction could be drawn between limitation and 
publicity in the sense that the second was more e~sy to realise than the.fi;st. From the technical 
standpoint, such a distinction had no founda~10n, unless by pubhctty wa!l meant a me~e 
exchange of information without any check on t~s a~curacy. If, o~ ~he contrary, they had m 
mind publicity as represented by contractual obhgahons, such pubhctty would have to comply 
with the same technical conditions as limitation. It could not, therefore, be said that the 
problem was to choose betw~en publici~y .and. limitation and t? giv~ the pref~rence to one 
because it was easier to reahse. The dtstmct10n to be drawn m thts connection was not a 
technical one ; it could only be made from the standpoint of the res~ts giv.en b.y each of these 
methods. Limitation by itself was a disarmament measure capable of remforcmg dtrect methods, 
guaranteeing continuous supervision and lightening the burden of expenditure borne by the 
world. 

M. Sandler concluded with the declaration that the Swedish delegation was prepared to 
approve the Technical Committee's report as it was and would support the adoption of a 
contractual undertaking for budgetary limitation. He added that the Swedish Government 
had already arranged to facilitate the application of such an undertaking and the exercise of 
international supervision, and to this end was proceeding to reorganise the internal book
keeping of the military departments. The Swedish delegation earnestly desired that a decision 
should be taken in favour of budgetary limitation at the present stage of the Conference. 

Mr. CARR (United Kingdom) wished to emphasise a few points to which his delegation 
attached particular importance : It should first be noted that the Committee had unanimously 
declared m favour of as wide publicity as possible for national defence expenditure. Now, an 
essential condition of the efficacy of a system of budgetary publicity-and this would be all the 
more true of a system of budgetary limitation-was that the accounts of all countries should be 
published at a date as near as possible to the end of the year to which they referred. The practice 
of Governments in this respect was found to show considerable differences, and it could not be 
said that Governments, so far, were in the habit of publishing their accounts sufficiently 
quickly to give practical value even to publicity of expenditure, to say nothing of its limitation. 

Mr. Carr regretted that the Technical Committee had been unable to adopt a unanimous 
conclusion regarding the possibility of practically operating a system of budgetary limitation 
within the framework of a general system tor the limitation and reduction of armaments. 
While the majority of the Committee believed in the possibility, with certain qualifications, 
of budgetary limitation, some members thought that the system of publicity should be given 
a five-year trial before the possibility of a system of budgetary limitation could be considered. 

As regards the qualifications attached by the majority to its conclusion, the United 
Kingdom delegation attributed special importance to the Committee's unanimous decision 
that separate limitation of the expenditure on the three forces was only possible if the 
Conference was prepared to accept a low degree of accuracy in the figures produced. Mr. Carr 
thought that the inference to be drawn was that the only practical form of budgetary limitation 
was that of limitation of the aggregate figure of expenditure for the three forces. It was thus 
impossible to adopt the recommendation of the Preparatory Commission regarding separate 
limitation of the expenditure on land material. . 

They might also conclude that budgetary limitation was impracticable so far as it referred 
t~ ~miting the capacity of one particular weapon or one particular form of waging war. Global 
hmttation would not prevent a State, theoretically at least, from transferring as it liked large 
sums from one force to another and thus modifying considerably the balance of forces between 
itself and its neighbours, whether on land or sea or in the air. It followed, therefore, that a system 
of g~~ballimitation of expenditure could not operate as a basic system, though it could be an 
auxiliary method in a general plan of limitation. 

Th~ Technical Committee had made a second reservation to which the United Kingdom 
delegation attached great importance. It had said that a system of budgetary limitation could 
only be ~ffective if a certain price stability was maintained. Mr. Carr trusted that the London 
Economtc Co~ference would succeed in imparting this stability, but he would not at the present 
moment constder that the problem of prices as connected with budgetary limitation had been 
satisfactorily solved. 

The U~ited King~om,delegate wished. to add a few words on the procedure to be followed. 
The Techmcal Commtttee s report was bemg carefully studied by the competent departments 
of eac~ ~overnment. It was not for the Expenditure Commission but for the General 
Comm~ss~on to take decisions of principle on the subject of this report. The Expenditure 
Comm!sstot;t should co1_1fine itself to seeing whether it had anything to add to the Technical 
Commtttee s work whtch would furnish a scientific basis for the decisions to be taken. 
Delegations which had not been represented in the Technical Committee might also have 
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5 ecial observations to make, and the same m·~ht apply to d~legati?ns which had had _that 
~vile e In his opinion, those observations should be mentioned m the rep?rt s~bmtt~ed 

fo the 'h~neral Commission. Mr. Carr, however, would strongly deprecate detailed d1scuss10n 
of the various chapters and conclusions of the report. There was no need to fo~low the precedent 
of other Commissions which had to deal with a certain number o~ questions .m?re or less 
independent of one another. The problef!I on ~hich the Expenditure ~ommisswn had to 
give its opinion was a single whole. It was lmposstble.to e~press s~parate v1ews o? e_ach of the 
elements composing it. The l!n~te~ Kingdom delegation _did not mtend to do so , ~t ~bought 
that the Expenditure CommiSSions tas_k was t? submit to the Gene~al Commtsswn _the 
Technical Committee's report at the earhest posstble moment, together wtth any observations 
which the various delegations might wish to submit. 

M. PALMADE (France) briefly stated the French Government's point of view : 

· In the first place, limitation and publicity of military exl?enditure was a subsidiary 
method in the sense that it should not be submitted as a self-sufficmg whole but as an element 
to be linked up with other methods of limitation and supervision. Its function w~s to ensure 
that States did not evade the direct limitations imposed upon them by the Convention. 

Nevertheless, the method had also its own particular merits. 

Direct methods, for instance, could not be brought to bear on certain military activities, 
such as the character and intensity of military training, in and out of the army, the cons~ruc
tion and upkeep of military buildings, transport, the ~quipment.of the .nation ~~d ~f nati?nal 
industries for war purposes and all the measures leadmg up to mdustnal ~obthsatwn, dtrect 
or indirect subsidies to armament enterprises, technical research and expenment, and, lastly, 
the purchase of component parts, the accumulation of which, for instance, in the case of 
gun-barrels or mountings, would give a State in a very short space of time a larger number of 
guns than was allotted to it by the Convention. 

Budgetary limitation alone could limit a country's military activities as a whole. 

M. Palmade added that budgetary limitation would prevent the disarmament measures 
to be inserted in the Convention from, to use the actual words of the resolution of July 23rd, 
1932, " being neutralised by increases or improvements in authorised armaments ". 

He explained that, while this method had no effect on stocks existing when the Convention 
was signed, it would affect the expenditure required for their upkeep and renewal. For this 
reason, the longer the period for which the Convention was concluded, the more effective 
would the method be. 

The real merit, however, of the budgetary method lay essentially, to his mind, in the 
possibilities of supervision which it afforded, not only as regards limitation of expenditure 
itself, but also as regards other forms of limitation. It was, indeed, the only method by which 
supervision could be exercised mostly on the basis of documents, whereas other methods often 
entailed local investigations. 

M. Palmade explained that the delays in the publication of accounts by France were 
mainly due to the fact that France was anxious to make a complete audit and to submit in 
proper chronological order all the book-keeping operations effected since 1914. It was thus 
behindhand as compared with countries which had discontinued the work of auditing 
transactions referring to the war period. While reserving the right to give, if necessary, any 
fuller explanations needed, M. Palmade explained that, in the case ofthe books of accountants, 
the work of bringing them up to date was being carried out at the rate of three financial 
periods per year. Only the accounts for the financial periods 1930, 1931 and 1932 had still to be 
submitted to the Court of Audit. For the purpose of tabling settlement laws, auditing was 
proceeding at the rate of two financial periods per year, because settlement laws bore not only 
on expenditure but also on revenue. 

In any case, M. Palmade could, on the French Government's behalf, solemnly promise 
that, as soon as the date of the entry into force of a Limitation Convention was decided, a 
severance would be made between the auditing of previous financial periods so that the accounts 
of th~ _year.coni~i<l!-ng with the ~rst applic~tion of. the Convention could be published within the 
re9~1s1te bme-~m1t. For preVIous ~nanc1al penods statements of payments in respect of 
military expenditure would be submttted, and these statements would be certified correct by 
the Court of Audit. 

M. Palmade added that, in addition to the publication made of final accounts, the drafting 
of budg~ts and all ~equests for additional credits were given immediate publicity in the Press, 
so that It was possible to follow very closely the progress of military expenditure in France. 

In vie": of the ~ell-known ~t~itude taken by the French Government towards the cardinal 
problem of mte~ah?nal supervision of armaments, M. Palmade wished to emphasise what an 
1mpo~ant contnbuhon the budgetary method made to supervision of armaments themselves. 
Effechves could be contro~led by comparing the expenditure entered in the special sub-division 
of the ~odel Statement With the average cost of a soldier's upkeep. It would he emphasised 
be possible by means of a detailed analysis of the accounts to see whether the'relative amount 
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of expenditure on various materials squared with the direct limits laid down for th?se materials. 
By continuous observation of th~ ~xpenditure_incurr~d by Governments for nahonal d~fence 
purposes, a Supervisory CommiSSion, becommg dally more e~p~rt, could_. by a senes. of 
calculations and comparisons and by working out very full stahshcs, exercise really effective 
supervision over all the military activities of a country. . . . . . . 

The French delegate then pointed out how necessary It was to ha~e a JUridical defimhon 
of limitation if budgetary supervision was to be effect~ve. On!y the existence of a contract?-al 
limit would induce States to comply strictly with the mstruchons of the Conference regardmg 
the compilation of a Model Statement and it~ despat~h in due course to the Permanent 
Commission. This limitation was indispensable tf they Wished Goye~nments to take all ~ec.es
sary precautions to see that expenditure estimates were kept .wtthm the contr~ctual h~It~. 

After drawing attention to the elasticity which could be given to the ma.chmery of !imi
tation owing to the fact that armaments expenditure was not a grou~d for J?akmg compansons 
between Powers, and pointing. out tha.t _this elasti~i.ty ~ould make It possible to allow for the 
standard of living and the special conditions prevatlmg m each country, M. Palma~e ~on~luded 
with the declaration that the French Government favoured the method of hmitahon of 
expenditure because it fell entirely within the four corners. of t~e resolution of July z~rd, 1932 ; 
because, in the crisis through which they were now passmg, It was felt by the nahons to ~e 
the most tangible sign of disarmament ; and because, on the eve of the Monetary and Economic 
Conference the success of the Disarmament Conference would contribute to the success of 
the Londo~ Conference, not only by the renewed confidence which it would afford, but also 
by a reduction in taxation which was one of the essential causes of the gap betw~en wholesale 
and retail prices, a gap which was one of the dynamic and fundamental factors m the present 
economic crisis. 

The general discussion was postpo11ed until tile next meeting. 

SIXTEENTH MEETING 

Held on Wednesday, May 24lh, 1933, at IO.JO a.m. 

President : M. DE VASCONCELLOS. 

41. GENERAL DISCUSSION OF THE TECHNICAL COMMITTEE'S REPORT (document Conf. D.158 
and Addendum) (continuation). 

M. MoLDENHAUER (Germany) stated that the observations he had to submit dealt with 
the very clear distinction which should be drawn between publicity of expenditure and its 
limitation ; he was afraid that some confusion existed regarding this definition. He could 
not in any case admit, as M. Sandler had done the previous day, that the principles on which 
publicity and limitation should be based were identical. Publicity was possible and the German 
delegation was prepared to accept the proposals for publicity of national defence expenditure, 
provided it meant publicity under the supervision of the Permanent Commission. 

It was different with budgetary limitation, to the application of which there were very 
se!ious technical objections. The German expert of the Technical Committee had, in agreement 
wtth the representatives of other countries, adduced reasons for his view that limitation of 
expenditure could not be realised. The German delegation, in its concern to see the Conference 
lead to the conclusion of a convention for the reduction of armaments, had given the most 
careful.study to this question. The result of that study had been negative. The German 
delegation must endorse the German expert's objections. 

~he technical ~~nsiderations in the mind of the German delegation referred first to the 
que.sho.n of sup~rvision. It was impossible to imagine really effective supervision of the 
hmitabon of nahonal defence expenditure. The figures of the expenditure subject to limitation 
woul~. of course, ha':'e to be taken fro~ the closed accounts and from the audited and published 
e~erctce accounts ; It should be possible to find them in certified published documents. The 
diffe~ences, however, ~et~ee.n o':le c.ountry and another were so great that it was scarcely 
possible to exp.ect their ehmmabon m a comparatively short space of time, nor should sight 
be lost of the difference between one country.and another as regards time-limits for submitting 
acco?-nts. The experts had suggested reducmg the time-limit considerably and fixing it at a 
maximum of fo~rteen months. As the experts, however, had quite rightly considered that the 
average o! a J;>enod of at least four years should be taken, the result would be that observance 
?f the obhgaho?s contracted by the different countries could only be proved after a considerable 
mterval: Possibly, .the fact of observance could only be established when the term of the 
c~nvenbon ha~ expir~d. It was obvious, therefore, that budgetary limitation was in present 
crrcumstances Impossible. . 
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l\1. Moldenhauer then referred to the tardiness with which some countries cleared an~ 
published their closed accounts. He had been glad to hear M. Palmade form_ally declare on !tts 
Government's behalf that steps would be taken in France to remedy thts state .of affatrs. 
No illusions need nevertheless be entertained as to the considerable obstacles whtch States 
would encounter in introducing the reforms necessary to secure such a result .. They should .not 
overlook the passive resistance with which bureaucracies met every innovabon. He admtre.d 
the optimistic way in which the majority of the Committee had agreed that reforms of thts 
nature could be carried out within a short time. 

The German delegate then stressed the impossibility of foreseeing the changes which 
might be made in a country's military budget over a longer or shorter period. For instance, 
a country without modern armaments might, if it wished to moderni6e its armaments, have 
to incur considerable expenditure which need not be borne by another country that had 
already incurred similar expenditure before the conclusion of the convention. 

With reference to M. Palmade's observations at the prrvious meeting regarding stock~. 
M. Moldenhauer's study of this question led him to quite different conclusions from those 
arrived at by his French colleague. Though budgetary limitation affected the upkeep and 
renewal of stocks, it had no effect whatsoever on the possibility of supplying army requirements 
by withdrawals from existing stocks, a possibility which would not be within the power of 
States having no stocks. 

The German delegate agreed with Mr. Carr that the problem of price fluctuations had not 
been satisfactorily solved. It had been openly stated that the purpose of the United States of 
America's leaving the gold standard was to raise the prices of raw materials. It had also been 
frequently stated that the chief objective of the Monetary and Economic Conference was to 
find the best way of raising prices. It was impossible to foresee the remote consequences of all 
these endeavours. Higher prices and wages were already reported from the United States of 
America, but no one could say whether it was a temporary or a lasting phenomenon. The 
Technical Committee had recognised the difficulties of the problem and had proposed special 
machinery for supervision. It had not regarded as adequate automatic readjustment on the 
basis of the index figures of wholesale prices or of exchange rates. These latter views were 
thoroughly sound, but it was difficult to imagine this system being carried into effect unless 
the idea was to set up a gigantic organisation which the new League of Nations building would 
certainly be unable to accommodate. Such supervision, moreover, would be mainly subjective 
and would lead to considerable difficulties, since it might happen that a country would think 
itself entitled to adjust its limits to the new conditions created by a change in the purchasing 
power of currency and a few years later the Permanent Commission would say that its 
calculations showed that there was no ground for readjusting the limit and that the country 
in question had not fulfilled its obligations. In M. Moldenhauer's opinion, it was impossible to 
make the mutual confidence which should be at the root of the Convention dependent on such 
elusive and subjective factors. 

These were the various reasons why the German delegate had from the beginning of the 
Conference attached the greatest importance to real disarmament-that is, to the abolition 
of offensive weapons. Such disarmament would involve an immediate reduction of military 
budgets. The German delegation felt it would be much more practical to choose the dir(ct 
method than to adopt an indirect method which, for the moment at any rate, offered insur
mountable technical difficulties. This indirect method might at first sight seem the simplest, 
but a mere glance at the bulky report submitted by the Technical Committee proved that that 
was not really the case. 

M. Moldenhauer, in conclusion, said that the German delegation was prepared to accept 
a system of publicity of national defence expenditure, and was prepared to make a trial, 
the results of which would show whether in future budgetary limitation was po:;sible ; it 
believed, however, that it was at present technically impossible to apply a system of budgetary 
limitation. 

He added that he fully supported the United Kingdom delegation's view as to the 
procedure to be followed. 

M. PALACIOS (Spain) said that the Spanish delegation shared the optimism felt by the 
majority of the Technical Committee and, as M. de Madariaga had already stated in the General 
Commission, would vote for budgetary limitation as well as for the publicity of national 
defence expenditure. There was no gainsaying the enormous, almost insuperable, difficulties 
which budgetary limitation would encounter, but he was convinced that the same or even 
greater, difficulties faced all the other disarmament problems, and every possible effC:rt should 
be made to overcome them. The problem was not simply and solely a technical one · it was 
also a political one. There must be the will to succeed. ' 

Referringto~heprocedureto.be~dopted, M. P~aci?s pointed out. that the resolution of July 
23rd, r.9J.2, contat.ned very ~lear mdtc~ttons on thts pomt. The National Defence Expenditure 
Commtss!On and tts Te.ch~tc~ Commtttee. ~ad been ~ked to submit as soon as possible their 
report on ~ system of limttabon and publictty of national defence expenditure and the Bureau 
had been mstructed to draw up on the basis of that report a plan accomplishing the purpose 



aimed at. The Commission should avoid going into details, s~e!ng that its Technical Committee 
had supplied it with an admirable collection of documen~s gt~mg all ~he ~eces~ary data. Ea~h 
delegation should confine itself to expressing the special ':'1ews. which 1t Wished to su.bm1t. 
The Commission's task should therefore be to d~aft a few arbcl~s mtended to fill the gaps m the 
draft Convention submitted by the United Kmgdom delegation . 

.!II. KoENIG (Switzerland) said that his delegation accepted in principle the limitation C?f 
national defence expenditure as one of the methods calculated to reduce a~ma~ents, t~1s 
being in conformity with the view expressed by M. Motta !'-t the general dtscusstC?n ~h1ch 
took place at the opeqing of the Conference. ~e would pomt out that _Colonel K~ssling, a 
member of the Swiss delegation, had taken part m the work of the Techmcal Commtttee and 
had supported the conclusions of the report. 

In the Swiss delegation's view limitation of national defence expenditure should be re~arded 
as one of the essential ways of limiting armaments, but not as the only method. If 1t were 
the only method, the objections just made by the German ~ele!tate would b~ ju_stifi~d, _bu~ the 
method was essentially auxiliary to the methods of quantitative and qualitative hm1tation ; 
there would always be categories of armaments which could not be limited directly and could 
only be reached by means of budgetary limitation. 

The Swiss delegation was in favour of giving the widest publicity to national defence 
expenditure, but believed that, if the Conference confined itself to budgetary publicity only, 
there would be a danger of the abolition of certain weapons being offset by a rise in the standard 
of efficiency of other weapons. There would thus be a change in the organisation of armies, 
but no reduction in armaments. Consequently, the limitation of effectives and material 
would be operative only if military expenditure were simultaneously restricted. 

The Swiss delegation in principle was in favour of a system of limitation of national 
defence expenditure. As regards the details, it would merely point out that, in rutting such 
a system into effect, account would have to be taken of the special situation o the various 
countries and of their particular military system. 

Viscount MusHAKOJI (Japan) noted that, thanks to the untiring efforts of theTechnical 
Committee, the Commission had the necessary data for deciding whether a system of limitation 
or publicity for national defence expenditure was possible or realisable in the case of the 
nineteen countries-including all the great Powers-whose documentation had been studied 
by that Committee. 

M. Mushakoji was prepared to admit the value of budgetary limitation, if this indirect 
method of limitation could operate normally on a sound basis as an auxiliary to direct methods 
of limitation. He was sorry, however, to have to say that the conditions necessary for the 
proper functioning of a system of budgetary limitation did not yet exist in certain countries, 
particularly in those adjacent to Japan. · 

After recalling the general reservation made at the end of the General Commission's 
report by the Japanese expert jointly with his German and Italian colleagues, M. Mushakoji 
stated that the Japanese delegation endorsed the point of view there expressed. However 
d~sirous Japan might be to lighten the burden of taxation by limiting armaments either by 
direct or by indirect methods, he must question all the advantages claimed by previous 
speakers for the immediate application of this system, seeing that conditions essential to its 
proper operation were lacking. 

T~e Japanese delegation attached great importance to the fact that, while the Technical 
Committee was unanimously in favour of publicity of expenditure, it had been divided as 
rega~d.s limita~i?n. It was ?esirable that in the first stage of disarmament the system of 
publicity of military expenditure should be universally approved . 

. As re~ards the procedure to be followed, the Japanese delegate supported the view of the 
Umted Kmg~om delegatio!l and co~sidered that the Commission should study the opinions 
and observatl(;ms of dele~aho?s, parhcul3;rly those whose experts had taken no part in drawing 
up the Techmcal Committees report ; 1t should then make a report which would facilitate 
the General Commission's task when the latter came to express a final opinion on the principles 
to be adopted . 

. General BARB~RIS (Italy) said that the Italian delegation approved the negative conclusions 
arnve~ at by certam ex_pe~ts ?n the Te~hnical Committee as regards the possibility of applying 
forthwt~h a system of limttahon of nabonal defence expenditure. On all the other points the 
delegation approve~ th~ Technical Committee's conclusions. 

General B~rbcns pomted out that most of the previous speakers had digressed entirely 
fro~!~ the q~esh?n on the_ a_gcnda. ~he problem of limitation of expenditure consisted of two 
mam 9uestions_. the J?Olitic_al question ~s to the expediency of budgetary limitation and the 
tfchmc~l question, wh!c~ mt~ht _be descnbed as the preliminary question, as to the possibility 
0 pu~tmg budgetary limitation Into practice. The General Commission had reserved the first 
que~tiOn and referred the sec?nd to the National Defence Expenditure Commission. As 
earlier speakers, however, particularly M. Sandler, M. Moldenhauer and M Koeni had not 
kept ~tnctly to the agenda, General Barberis would also permit himself a dlgressio~: He did 
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not deny the advantages of limitation of expenditure, but, if the question of its expedien~y 
were to be discussed, emphasis ought to be laid, not only on its advantages, but al"o on 1ts 
drawbacks. General Barberis would mention briefly a few of these drawbacks. 

First, a system of budgetary limitation might be most unfair in the sense that it would 
not affect the capital invested in armaments, but only the annual additions. Thus, if a country 
possessed armaments ten times stronger than another country and if it were suddenly decided 
to abolish the military expenditure of the two countries, the former country would for a very 
long period be in a privileged position as compared with the latter. 

Secondly, budgetary limitation did not affect stocks, although M. Palmadc had tried 
at the previous meeting to prove very ingeniously that reduced expen<;liture would ultimately 
affect stocks. General Barberis pointed out that, while it was true that aviation material, 
for instance, had a short life, that was not the case either with warship or with land armaments, 
or, above all, with fortifications and buildings. France had been known during the war to use 
a gun dating from 184z ; Italy was still using an 1891 pattern of rifle ; at Verdun fortifications 
constructed by Vauban had resisted hostile attack; Venice had a dock built in 1300 ; 
lastly, at Civita Vecchia could be seen harbour works constructed by the Emperor Trajan, 
which had not been repaired for eighteen centuries. The question of the expediency of limitation, 
so far as it was a political problem, would, of course, be thoroughly discussed at the General 
Commission, but it would be advisable for the Expenditure Commission to refer in its report 
to the question of stocks. 

To return to the Technical Committee's report, General Barberis explained why the actual 
data in the report led to the conclusion that the system advocated by the 1931 experts could not 
be put into effect. 

The first reason had been fully explained by the German delegate. In view of the 
instability of currencies and prices, to apply a limitation method would be tantamount to 
utilising variable units of measurement. It seemed an exaggeration to talk of relative price 
stability with the case of the United States of America before them. 

The second reason adduced by General Barberis was the ineffectiveness of supervision 
too long deferred. On this point, General Barberis and his colleague, M. Worbs, had entered a 
reservation 1• As it would be the Expenditure Commission's duty to fix the period on the basis 
of which the average limit would be calculated, this argument acquired special importance. 

Finally, the third reason was the failure of certain Powers to supply closed accounts. 
The General Rapporteur of the Technical Committee had stated very impartially the difficulties 
to which this gave rise. The views of the majority and the minority of the Committee really 
differed only as regards the shade of meaning to be expressed. The report stated that " the 
Committee considered that the various States signatory to the Convention should enter into 
a contractual undertaking to provide for the publicity of their accounts within a sufficiently 
short period and in such forms as would satisfy the requirements of the Convention ". • 
General Barberis and M. Worbs had had a reservation inserted on the same page of the report 
expressing their misgivings as to the possibility of a rapid clearance of accounts in arrears and 
emphasising the inequality of treatment which in any case would be created as between the 
Powers whose previous series of closed accounts were perfectly in order and those whose 
first closed accounts were only presented two or three years after the Convention was signed. 

General Barberis felt he should point out in this connection that the Powers whose repre
sentatives had entered reservations as to the existence of the conditions necessary for applying 
limitation of expenditure---i.e., Germany, Italy, japan and the United States of America-had 
all brought their closed accounts absolutely up to date and published them in documents 
accessible to the public. Of the nineteen countries, on the other hand, whose documentary 
returns had been completely examined by the Technical Committee, there were three the 
publication of whose closed accounts was considerably behindhand. They were France, 
Belgium and Roumania, the last published closed accounts of which were the accounts for 
1924, 1918 and 1913 respectively. Nothing could at the moment be said regarding the other 
Powers represented at the Conference, but the four Powers whose returns had been received 
since the publication of the report had not published their closed accounts within the normal 
time-limits. In those circumstances, it was hard not to be pessimistic as to future prospects. 

True, M. Palmade had on the French Government's behalf given a solemn assurance that 
the necessary steps would be taken to ensure prompt publication of the closed accounts in the 
event of a Convention for the limitation of expenditure being signed. Thus, so far as France 
was concerned, all the necessary assurances were forthcoming, but it would be desirable to 
have similar solemn declarations from all the other Governments. 

In this connection, General Barberis wished to stress the importance of 1\1. Palmade's 
promise to submit statements of payments for previous exercices, the closed accounts of 
which had not been published. The Commission's Rapporteur might usefully emphasise in his 
report the great importance of this promise. 

1 See document Conf.D.158, Volume I, page 131. 
1 lbi4., page 47· 



General Barberis felt entitle~ to state, after al~ he ha~ just said, that they were. st~ll ~ery 
f· from being in a position wh1ch would make 1t possible to apply budgetary _lurutatlon. 
?.~~re promises could not be accepted as a juridical basis for contractua.l undert~kmgs. Such 
undertakings could only be assumed on the basis of real facts, not of desues or wishes. 

The CHAIRMAN, replying to General Barberis, agreed that the question of the expediency 
of budgetary limitation lay somewhat outside the scope of the agenda. He ~ad felt no J?-eed to 
intervene as he considered the question was, nevertheless, very closely lmked up With the 
direct subject of the debate. Moreover, the General Commission would _certainly not b~ sorry 
to see the Expenditure Commission touch upon, if not thoroughly discuss, a question on 
which it would have to take a decision. 

M. PALACIOS (Spain) felt sure that he had in no way digressed from the scol?e of the 
agenda. The terms of the resolution of July 23rd, 1932, clearly showed that delegations were 
entitled to give their views in the Expenditure Commission on the desirab~lity of limitation. 
The Expenditure Commis~ion was no~ a technical. committee: It ha~ the nght and the ~uty 
to examine from the practical standpomt the techmcal conclusiOns arnved at by the Committee 
it had appointed. . . . . . 

M. Palacios then pointed out that 1t was mcorrect to say that budgetary hm1tahon was 
necessarily unfair. There was no question of fixing equal limits for everyone. The resolution 
of July 23rd clearly stated that ~he _special co~ditions of the yario~s.States.shoul.d b~ take~?- into 
consideration. Nor was the obJection regardmg monetary·mstabihty entirely JUstified either. 
Prices had never been stable and there was no question whatever of applying a fixed standard 
to constant values. 

As regards accounts in arrears, M. Palacios wished to declare that Spain, which was one 
of the countries whose accounts were not published regularly, regarded budgetary limitation 
as a form of international pressure which would compel States to put their accounts in order. 

General DE SIEGLER (Hungary) stated that, after studying the report and noting that 
it confirmed the conclusions of the 1931 budgetary experts, the Hungarian delegation had felt 
it must support the view taken by the German, Italian and Japanese experts in the general 
reservation inserted at the end of the Technical Committee's report. Moreover, the fact alone 
that four great Powers-Germany, Italy, Japan and the United States of America-had 
'declared against the possibility of immediately applying a limitation system should not be 
overlooked. 

To the reasons given by previous speakers, the Hungarian delegate would add some 
theoretical objections to the limitation of national defence expenditure. 

First, it was impossible to find an adequate basis applicable to all countries. The 
present position could not be taken as a starting point, as that would mean placing countries 
in a favourable economic situation and countries which had unduly expended their military 
budgets in a privileged position. Nor was it possible to take a fresh starting point, since it was 
the budget which supplied national defence organisations and it could not conveniently be 
reduced. On the other hand, the various direct reductions in armaments would necessarily 
mean smaller budgets. It was true, as M. Palacios had pointed out, that where there was a 
will, there was a way. Unfortunately, in national defence questions, goo4will very often 
varied according to whether it was one's own case or that of others. 

Secondly, budgetary limitation must necessarily lead to unfair results, unless it was 
preceded by direct limitation of armaments. . 

Lastly, budgetary limitation could not be adapted to the direct methods which would also 
be appli_ed. The plan was t_o reduce arma~ents in stages, and at each stage different time-liinits 
were la1d down for the different categones of armaments. The reduction and destruction 
of surplus material would vary according to the kind of material and would also vary from 
country to country. It was impossible. to imagine that expenditure could be limited until they 
knew the results produced by reduction of armaments and the reactions which such reduction 
would have upon the bu~get of a particula~ country. Reduction of military budgets could 
only be a sequel to reduction of armaments ; 1t could only be computed if there was a thorough 
knowledge of _the consequence~ of direct .limitation in each country. 

Pe~haps It would_b': po~s1ble later, m a second convention, to graft budgetary limitation 
on to duect forms.of hmitll;tiO~, but for ~hat, patience and experience were necessary. 

General. d~ S~egler sa1d, m co~clus10n, that the -Hungarian delegation was opposed to 
budge~ary limitation and ~bought 1t ~ould be sufficient for the moment to have publicity 
of n:'-t10nal defence expenditure on the lmes of the general reservation entered by the German 
Italian and Japanese experts. ' 

~s regards pro~edure! the Hungarian delegate endorsed the view expressed at the previous 
meeting by the Umted Kmgdom representative. 

42. DOCUMENTA~ION SUPPLIED BY THE GREEK DELEGATION. 

for G~~e!R::J~~se~~:~~~~~~~ds), t~aff~rteur,bintimated that ~ull docume~tary information 
thirty. • so a e num er of Powers which had sent m returns was now 
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SEVENTEENTH MEETING 

Held on Friday, May 26th, 1933. at 10.3<1 a.m. 

President : 1\1. DE VASCONCELLOS. 

43· GENERAL DISCUSSION OF THE TECHNICAL COMMITTEE'S REPORT (document Conf. D. 158 
and Addendum) (cot~tinuation). 

M. RINGELING (Netherlands) believed that reduction of national defence expenditure would 
not of itself furnish a satisfactory solution of the problem of reduction of armaments ; it 
could be very useful as an auxiliary of a system of direct reduction. The Netherlands delegation 
was prepared to accept budgetary limitation as an integral part of a Convention providing for 
direct limitation of armaments. 

The Technical Committee's report made it clear that, for the time being, limitation of the 
aggregate figure of military expenditure was all that could be practically achieved, and that 
the idea of separate limitation of the expenditure on the three forces would have to be 
abandoned, as it would entail far too sweeping a re-organisation of the book-keeping of most 
countries. The Netherlands delegate, however, thought that even limitation of the total 
figure of expenditure would make it necessary for many States to introduce serious changes in 
their system of accountancy, particularly as regards submitting audited closed accounts within 
a comparatively short period. The Netherlands was one of the countries with a rather long 
additional period which could only be shortened when the national legislation was amended, and 
this would involve certain difficulties, particularly as regards oversea telTitories. Nevertheless, 
the Netherlands delegation was prepared to recommend its Government to take steps to this 
end ; it firmly believed that the Government would fall in with its view so far as re
organisation was necessary to make a general Convention for the reduction and limitation 
of armaments effective. 

In the event of budgetary limitation encountering insuperable objections from some 
countries, publicity of expenditure would of itself mark a considerable advance, but would 
only be valuable if it related to audited figures submitted in a uniform Model Statement 
accompanied by all the necessary explanations. The changes in the internal accounting system 
of several States which publicity would involve would be no less valuable than those which 
would result from an agreement for the limitation or reduction of expenditure. The Netherlands 
delegation, however, thought it could say that in this case also its Government would agree 
to carry out this reorganisation provided publicity was not an isolated measure but formed 
an integral part of a general Convention for the reduction and limitation of armaments by 
direct methods. 

The Netherlands delegation reserved the right to submit, if necessary, more detailed 
observations later. 

Admiral HEPBURN (United States of America) conveyed his Government's acceptance 
of the actual principle of budgetary publicity and the methods outlined in the report for its 
realisation. As regards budgetary limitation, Admiral Hepburn said the report formed a 
purely technical study of the question whether a limitation method could m practice be 
applied solely from the standpoint of budgetary accountancy. In other words, the report 
strove to establish whether the budgetary accounts of the various countries afforded a 
sufficiently accurate and practical instrument for limitation purposes. Obviously, this 
instrument should work in harmony with quantitative and qualitative methods of limitation. 

The question of the political and military consequences of such a method of limitation 
touched on the vital points ·of the disarmament problem, and it seemed to be generally admitted 
that the final decision on these questions should be taken by the General Commission. It 
should, however, be pointed out that that need not necessarily be so, since a unanimous 
decision by the Expenditure Commission to the effect that it was, from the purely technical 
standpoint, possible or impossible to give practical effect to budgetary limitation would 
probably solve the problem in the Expenditure Commission itself. 

Although the United States Government was reluctant to object to any effective and 
equitable method of limi~ation, Admiral Hepburn felt he must frankly state that the arguments 
of th?se who had ~esc~bed the d~fects of a .system of budgetary limitation regarded as a 
practical and techmcal mstrument Impressed him much more than the views of those who had 
maintained. that such limitation was desirable for other ~easons. It certainly appeared to be 
clear that It would take rather long to create such an mstrument and still longer for its 
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rf r The United States delegation therefore sympathised with the view that the most 
pe e~ ~ogn.method would be that of publicity. He believed this would not only be the wisest 
pronusm . h di t lt method but also the method which would g1ve t e spee es resu s. 

If no unanimous decision could be adopted in the Commission, Admiral Hepburn would 
support the United Kingdom representative's proposal on the procedure to be followed. 

M DE MoDZELEWSKI (Poland) thought that the Committee, by an excess of 
consci~ntiousness, had perhaps gone a little too far in some of its analyses, which explained 
some of the qualifications and reservations. 

The man in the street, who would be found to p~ssess commonsense, would sa.y ~it~c:>ut 
hesitation that limitation of national defence expenditure was valuable as a help m limiting 
the armaments themselves. He would also not hesitate to say that an organised State knew 
what it spent !ts ~oney on. What the :rechnical Committee had done was to sift this common
sense view scientifically and confirm It. 

The Polish delegate drew the Commission's attention to the fact that the conclusions of the 
report could only be applied to the countries whose documentary returns had been examined. A 
study of the documents of the other ~ount~ies would show how far those conclusions coul~ be 
universally applied and what exceptions, If any, would have to be allow~d. He e~phas1sed 
the elasticity which was a feature of the system advocated by the Techmcal Committee and 
which enabled it to be applied to the various countries by making allowance for the special 
conditions in which each was situated. He pointed out that the living system contemplated for 
the solution of the{roblem of purchasing power was the only one sufficiently elastic to cope 
with the effects o currency mstability. Lastly, he mentioned that the Committee had 
unanimously agreed that no comparison of the armaments expenditure of different countries 
could give any idea of the r~lative size of tho?e armaments. A cer.tain. amount. of Cc:>mparis?n 
was possible only to a restncted degree and m the case of countnes situated m qmte special 
circumstances. 

M. de Modzelewski then declared that the Polish Government, while fully endorsing the 
conclusions of the report, accepted publicity and limitation of military expenditure, not as the 
sole method of limitation, but as an auxiliary and very effective method, applied together with 
other quantitative and qualitative forms of limitation. It seemed essential to include limitation 
of national defence expenditure in any general system of disarmament, since, if there were no 
such restraining barrier, a possible growth in this expenditure could easily be foreseen. That 
would be a menace to the work of the Disarmament Conference. 

Replying to the proposals of certain delegations that limitation of expenditure should 
only be introduced after a number of years, M. de Modzelewski pointed out that States could 
take advantage of that period to put themselves in a more favourable situation before budgetary 
limitation was introduced and the result would be an armaments race which would stultify 
the purpose pursued by the Conference. It was therefore essential, in his opinion, to recommend 
the immediate introduction of the principle of limitation of expenditure, notwithstanding all 
the difficulties due to existing financial and economic circumstances and the administrative 
obstacles existing in the various countries. He stressed the fact that the system of budgetary 
limitation would gain yearly in accuracy and perfection and add more and more to the effect 
of the future Convention. That would be the only way of meeting the claim of world public 
opinion that the competition in armaments expenditure should be stopped. 

The Polish delegate, in conclusion, drew the Commission's attention to the necessity of 
completing the examination of the full returns made by all countries represented at the 
Conference: That examina~ion ~ould take another year at least, th~ time materially essential 
for p~rfectmg ~ system which •. 1t was to be hoped, would be unammously adopted. During 
t~at mt~rval, It W~>Uld be pos~1ble to r~medy the administrative or technical difficulties expe
nenced m t~e vanous c~unt~1es .. It m1ght ~lso be hoped, without being too optimistic, that 
the econonuc and fin.anc1al s1~uat~o~ would Improve a1_1d ?ecome fairly stable. In that case, 
there wou~d be no ~fficulty. m giVmg effect to t~e pnnc1ple of budgetary limitation, which, 
as the Pohsh delegation saw 1t, should be an essential factor in the general system of limitation 
to be set up by the future Convention. 

M. LANGE .(Norway) pointed out th~t the ~tudy of the possibility of limiting national 
defence expendit.u_re conshtute_d the cardmal pomt of the efforts made to limit armaments. 
The budget of m~1tary .expenditure, as fin~lly expressed in the closed accounts, was the point 
wh~re a country s national defence requirements and its economic possibilities as regards 
n~t~onal def_ence met: . The general. volume of exfenditure was the expression of a State's 
!fiilitary polic_y_. the VlSlble .and tangible element o the effort it devoted to armaments. Any 
mcrease m ~ihtary e.xpen~ture meant an endeavour to increase armaments. Norway had on 
t~o s~c~e.ssive occa~10ns, SIX years ago and one year ago, reduced her armaments and had 
given Imh~ ~xpress10n to these reductions by cuts in the budget. Only later was th~ National 
Defence Mm1stry a~ked to adapt the country's military organisation to those cuts . 

. The ~ea~ ment of ~udget~y limitation was the opportunity it afforded ublic o inion 
of mformmg 1tself on th1s subJect. A man's most vulnerable po1·nt th all pk p h" pocket. , ey new, was 1s 
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Another merit of budgetary limitation was that it affected all States, whereas other 
forms of limitation only affected a few. It was embarrassing to have to recommend the 
reduction or limitation of a category of weapons which one did not possess oneself. Budgetary 
limitation offered an opportunity of putting all States on the same footing. 

M. Lange discerned a third advantage in budgetary limitation in the fact that it stopped 
the armaments race. He reminded them that the immediate result of the Washington Agree
ments of 1922 limiting the tonnage of capital ships was to increase cruisers and make them 
more powerful. The direct limitation of effectives and material enacted in the Versailles Treaty 
had had similar results because it was not accompanied by limitation of expenditure. They 
had seen that, in building the new German cruisers, the technique of shipbuilding had been 
developed by German technical engineers to such a point of perfection that other countries 
had had to match the German cruiser of 10,000 tons with vessels of 23,000 tons. 

M. Lange concluded that limitation of expenditure was necessary to prevent, as the 
General Commission said in its resolution of July 23rd, 1932, the measures of qualitative and 
quantitative disarmament from being neutralised by increases of or improvements in authorised 
armaments. Limitation of expenditure was a necessary and essential element of any disarma
ment system worthy of the name. On that point he thoroughly endorsed the view expressed 
by the Swiss representative. 

The same idea had also been expressed in the resolution of the General Commission, 
according to which the Expenditure Commission's terms of reference were not to state whether 
budgetary limitation should or should not be applied, but to see what system of national 
defence would provide the peoples with the best guarantee of an alleviation of their financial 
burdens. The Expenditure Commission's task had thus been definitely circumscribed ; it 
was to suggest a suitable system and to give its opinion as to whether it could be applied in 
practice. 

The Technical Committee's report dealt so fully with all the problems referred to it that 
no one so far had been able to point to any defect. Almost complete unanimity of views 
was observable on all points. Reservations had certainly been made, but they were singularly 
mild. Moreover, the authors of the reservations suggested no other solution and they might 
therefore be-regarded as the result of the hesitation felt in face of an innovation which seemed 
to be formidable just because it was something new. On that point he recalled the hesitations 
and apprehensions felt in 1907 by some countries regarding compulsory arbitration, which 
they regarded as a formidable danger for international relations. That arbitration had now 
become part of international custom, but those who in 1907 had opposed its application 
had assumed a very grave responsibility before history. Historians, in fact, had stressed the 
connection between the attitude of those countries and the calamity which later befell the 
world. · 

M. Lange felt all the more convinced that those hesitations were due to the fear of inno
vations, since he could find in the reservations no constructive ,Proposal paving the way for 
any other solution than that of the majority. The only suggestion made was to have a trial 
period of from four to five years. As regards that suggestion, he could only endorse 
M. de Modzelewski's warnings about the danger of a new armaments race being started. 

M. Lange then replied briefly to the various detailed objections made. He supported 
M. Sandler's arguments and felt that in spite of the defects mentioned, the meshes of the net 
enveloping military expenditure were sufficiently fine to retain even a medium-sized catch. 

Against all these objections the Norwegian delegate would oppose the danger of maintaining 
the present system, which, if expenditure were not limited, would leave the door open for 
improvements in authorised armaments. 

The Norwegian delegate considered that M. Moldenhauer and General Barberis were 
making a mistake inraisingthequestionof stocks. It was wrong to call the fact that limitation 
of expenditure did not affect stocks a defect in the system. Obviously,limitation of expenditure 
could not affect stocks which had been purchased with sums charged to previous budgets. 
They should let well alone and not confuse the discussion with arguments which, for all their 
ingenuity, were not convincing. 

While fully appreciating the objection regarding fluctuations in the purchasing power 
of currency, M. Lange asked the Commission not to lose sight of the fact that domestic pur
chasing power did not greatly vary. Expenditure at home represented in most countries So 
per cent of the total ; in some countries it even represented the whole of military expenditure. 
Moreover, the method of readjustment through the Permanent Commission seemed to be 
quite a satisfactory solution. 

To the objection that the belated submission of accounts would be detrimental to super
vision, M.· Lange opposed the assurances which had just been given regarding the steps 
~vern~ents would take to remedy this defect. He was sure that the system would improve 
Jn practice. . 

M. Lange felt compelled to state that the reservations entered were, ultimately, merely 
the expression of the reluctance felt in face of an innovation. He did not gather, however 
that, i~ the present case, they amounted to a fWn possumus. He, therefore, appealed to th~ 
de~ega!Ions concerned to reconsider the possibility of modifying their attitude. He did not 
think 1t was mere chance that the reservations had been formulated by countries specially 
powerful in financi al or technical resources. 

NAT, DEF. EXP, C:OKM. I. 
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The negative conclusion adopted by the Technical Committee as r~gards the possibility 
of recommending separate limitation of each of the three forces enabled htm to. st~te that global 
I. 't t' was preferable to the solution advocated by the Preparatory Commtsston of separate 
1m1 a iOn . · h · f • t th t d limitation only for the land and sea forces, 1gnonn~ t e a1r orces, ye ese were o- ay 
the main field on which the military efforts of co~n~ne~ were concen!r~ted. . 

The Norwegian delegation would vote for hmttahon and ~ubhctty o~ !lahonal de~ence 
expenditure, but on the express condition that there .was effechve superv1s10n. of pubhshed 
figures. In this connection, .he could not too e~phahcally stress th~ ~bse~vahons mad~ J>y 
M. Sandler regarding the conditions of sup.ervlSlon n':c~ssary for. h~tt~hon and pubhctty 
respectively. Supervision was quite as essential for publictty ~s for hm1tatton. 

As regards the procedure to be followe~. ~he Nor~e~ta~ deleg.ate th?ught that the 
Commission should first vote on the actua~ pnnctple of hmttahon as tt was. mstructed to d_?' 
by the General Commission ; each delegation w<;>nld t~en have to should~r 1ts own respo!lsl
bilities. At the same time, he agreed with the Umted Kmgdom representat~ve that all deta~ed 
discussion should be eliminated and that the Bureau should, on the basts of the Techmcal 
Committee's report proceed to draft the conclusions which emerged. To these conclusions 
might be appended the general reservation regarding the preliminary period which, some 
delegations thought, should precede full acceptance of a limitation system. 

M. MoLDENHAUER (Germany) first asked M. Lange w~ether he though~ that a syste~ of 
budgetary limitation would affect, to the same extent and w1th equal force as mother c.ountne~. 
the Union of Soviet Socialist Republics, where the Government was able to fix pnces as 1t 
liked and to decrease, for instance, the prices of certain raw materials of particular importance 
to national defence by proportionately increasing th~ prices of other articles. . . 

He next pointed out that the new German crmsers cost less than a capttal sh1p used to 
cost and that the building of the Deutschland had not meant an increase in the military budget. 

M. ZEUCEANO (Roumania) made the following declaration on behalf of the Petite Entenet 
on the actual merits of the problem of limitation and publicity of expenditure : 

"The resolution adopted by the General Commission on July23rd, 1932, based on 
Article 8 of the Covenant of the League of Nations, makes disarmament by the indirect 
method of limitation of expenditure conditional on the special circumstances of each 
country. 

" Subject to this explicit reservation, and being anxious to collaborate in the work 
of disarmament, the Petite Entente is not in principle opposed to limitation of expenditure 
and intends to formulate and submit in due course any requests permissible under 
Article 8 of the Covenant." 

With this reservation, the Petite Entente approved the conclusions of the majority of the 
Technical Committee. 

As reg~rds procedure, M. Zeuceano supported the proposal made by the United Kingdom 
representative. . 

M. HoL&TJ (Finland) said that, a year ago, his delegation had submitted a proposal according 
to which countries whose aggregate expenditure did not exceed a maximum figure to be agreed 
upon s~ould be exempted from separate limitation of the expenditure of each of the three 
fo~ces, m .the event of s~ch limitation being contemplated. The Finnish delegation would 
Withdraw Its proposal, as 1.t would haye no further point should the principle of globallimitation 
be adopted as the Techmcal Comm1ttee recommended. · : 

M: Holsti did not prop~se to explain why his delegation was in favour of global limitation 
of national ~efence expenditure. Those reasons had been fully given by M. Sandler, M. de 
Modzelewski ~nd .M. Lange. He would merely draw attention to one point • to which he 
attached cap~tal 1~portance, namely, th«: necessity of providing a contractual clause in 
accordance. With wh1~h the total pa~ment m one year and the value of armaments acquired 
and not pa1d .for dui?-ng that year m1ght not exceed the limitation figure fixed for each State. 
It was essential to gtve .st~tes a guarantee that their neighbours would not suddenly acquire 
armaments above the hm1t allotted to them by the Convention·. · 

M. M~Tos (Guatemala) stated that the Government ~f Guate,mala regarded the limitation 
?f exp~nd1ture !LS an essenti~l au~i_liary of ~~ect limitation, failing which it would be 
1mposs1ble to mclude cer~a1~ ~il1tary activities in the operation of the Convention 
cont~~J?Iated. Budgetary hm1tatton, by the effect it had on the resources essential for the 
acqulSltlon of armaments, gave the average individual a concrete idea of limitation of arma
ments themselv«:s .. It was the only method which could ensure the alleviation of taxation, 
a necessary prehmmary to the restoration of confidence. It was the symbol of the will of 

1 See document Conf.D.1s8, page 214, paragraph 14. 



nations to reduce their armaments. It would be an introduction to the work of the Monetary 
and Economic Conference and would relieve the financial distress of the world. 

M. Matos was therefore convinced that the countries represented at the Conference 
would recognise the necessity of fixing as the limit of their military expenditure a figure which 
would be decided upon after taking into account the special circumstances in which the various 
countries were situated. He trusted that countries would be moderate in their demands and 
concluded by affirming his belief in success. 

M. AMADOR (Panama) observed that the report of the Technical Committee showed 
that the bases of budgetary supervision had now been laid and that it was possible by means 
of public documents and without offending anyone to follow the growth of each country's 
expenditure and, in that way, the growth of the various countries' armaments. 

The agreement achieved on this point was, he felt, a considerable advance, which should 
be embodied in the first Disarmament Convention. That Convention should contain a formal 
provision according to which States might not improve the quality of their military equipment 
without reducing the quantity. 

M. Amador then stressed the importance of limitation of national defence expenditure 
from the standpoint of the effect it should produce on the financial and economic situation 
by alleviating taxation. He also stressed the psychological effect of limitation of expenditure, 
which the nations regarded as the most tangible evidence of the limitation of armaments. 

The Panama delegation would have liked to see limitation of expenditure given the 
most definite form. It regretted the conclusion of the report that at the present moment global 
limitation alone was technically possible. It thought, however, that the duty of the Conference 
was to give effect forthwith to what was possible. 

M. Amador had no doubt that States would submit their accounts at dates which would 
meet the requirements of the Disarmament Convention. He stressed the importance of the 
declarations made on this subject and endorsed the view expressed by M. Palacios. 

He did not think serious anxiety need be felt regarding instability of prices, as, notwith
standing the considerable fluctuations of currencies, domestic prices remamed comparatively 
stable or at any rate moved in the same direction. It seemed, therefore, that the system 
suggested by the Technical Committee for the readjustment of limits would enable the latter 
to retain their full contractual value. 

For all these reasons, the Panama delegation thought that the first Convention for the 
limitation of armaments should include clauses which would make possible the immediate 
limitation of expenditure. 

M. PRENEN (Belgium) stated that the Belgian delegation was in favour of inserting in the 
draft Convention the budgetary limitation clause, which it thought was a necessary complement 
of direct limitation. 

To reassure certain delegations who appeared sceptical, M. Prenen declared on his 
Government's behalf that Belgium would undertake to improve its present system of 
accountancy in every way necessary to ensure the application of a Disarmament Convention. 
Moreover, the delay in the publication of accounts would soon be made up. 

It would also be possible, by changing the form of the budget, to separate the expenditure 
of land and air forces in practically watertight compartments as well as the categories of 
expenditure to be transferred to the heads and sub-heads of the Model Statement. 

The Belgian delegation confirmed that, in advocating budgetary limitation based on 
publicity of accounts as one method of disarmament, its Government was determined to leave 
nothing undone which would strengthen the basis of the provision to be inserted for that 
purpose in the Convention. 

M. LANGE (Norway), in reply to M. Moldenhauer, pointed out that he was taking solely 
the legal view when he said that budgetary limitation applied equally to all countries. No 
country acquired armaments without spending money. The difficulties inherent in accountancy 
systems and in the price movements of various countries were technical problems which 
should be taken into account but which made no difference to the fact that all countries incurred 
expenditure on national defence. 

As regards the new German cruiser, M. Moldenhauer had changed the basis of the compa
rison. M. Lange had meant to say that this Io,ooo-ton cruiser had cost much more than an 
ordinary vessel of the same tonnage. His remark about the risk of direct limitation resulting 
in improvements in authorised material therefore still held absolutely good. 

The continuation of the discussion was ;ostfioned until the next meeting. 



EIGHTEENTH MEETING 

Held on Saturday, May 27th, 1933, at 10.30 a.m. 

President : .M. DE VASCONCELLOS. 

44· GENERAL DISCUSSION OF THE TECHNICAL COMMITTEE;S REPORT (document Conf. D.I58 
and Addendum) (continuation). 

Viscount .MusHAKOJI (Japan) referred to .M. Lange's remark at the previous meeting 
regarding the reservations made by certain members o~ t.he Technical Com~ittee .. 1\f •• Lange had 
said that those reservations were by no means posthve and constructive ob]ecttons-they 
merely expressed the hesitation felt ab~:mt apply~~g budgetary limitation, and he added tha~ the 
reservations made by the great financtal and mthtary Powers showed the reverse ofareadmess 
to disarm. 

Nothing, in his opinion, was further from the truth. The Technical Committee's duty 
was to submit a technical and purely impartial report. There could be no doubt that the experts 
on the Committee had worked conscientiously, impartially and sincerely. A careful study of 
the report showed clearly the conditions needed for the proper operation of a system of 
budgetary limitation and the extent to which those conditions were at present realised in 
certain countries. The defects noted could not be remedied by a stroke of the pen. Changes 
would have to be made in the financial and budgetary systems which would certainly take 
several years to make. In view of the complex character of budgetary limitation regarded 
as a method of disarmament, it was essential that the questions relating to it should be fully 
solved. The Permanent Commission could only supervise the audited and published accounts 
of each country; those accounts were, in a way, the keystone of the system of limitation. 
Notwithstanding the solemn promises of certain countries, the changes necessary to make it 
possible to submit closed accounts at the proper date could not be realised all at once. That 
was why certain experts bad drawn attention to the necessity of providing for a trial period 
before the limitation system was put into effect, during which period publicity alone would be 
applied. Those experts bad been forced to enter quite impartial and unbiased reservations, 
because the majority of the Technical Committee had not made sufficient allowance for the 
technical difficulties which immediate application of the system of limitation woul<J;encounter. 
It must not be forgotten that the National Defence Expenditure Commission had to examine 
the technical aspect of the problems of limitation and publicity and that political considerations 
did not come within its province. In those circumstances, .M . .Mushakoji felt he must frankly 
say that M. Lange's remarks were inopportune. 

M. BoRBERG (Denmark), on behalf of the Danish delegation, declared his approval 
of the report as it stood and agreed with the remarks made by the Norwegian and Swedish 
delegates. The Da~ish delegation was in favour of budgetary limitation and felt that publicity 
alone was not suffictent. It thought that what was needed was to limit national defence expen
diture after that expenditure had been reduced. 

The decision which would be taken on budgetary limitation would, t~ his mind, be the 
measur~ of wha~ could be hoped from the other sections of the Convention. Nothing could be 
more discouragmg for the Monetary and Economic Conference than an admission of failure 
on su.ch an important question as limiting the most unproductive expenditure which countries 
~ver mc.urred. Conversely, the greatest fillip to the work of the London Conference would be 
d the ~1sarmament Conference declared that it had succeeded in stemming the flood of military 
expenditure. · 

. M. TsiEN-T~I (~hi?a) said that.C.hina, as a.n essentially peaceful country, was, in principle, 
~~favour of the limttahol_l and pubhctty o.f nahonal defence expenditure. In view, however, of 

e grave occurrences whtch had been takmg place on its territory for thepastnineteenmonths 
she w~ !orced to renew the reservations 1 she had made at the meeting of the Generai 
Commtsston on July 23rd, 1932 . 

. M. DE ARMENTERO~ (Cuba) said he could not for the time being su ort limitation of 
nahon~ d~fence expendttu~e. On the question of publicity he fully endoffed the findings of 
the maJonty of the Techmcal Committee. ' 

1 
See Minutes of the General CommisSion," Volume I, twenty-seventh meeting, page 

205
. 
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M. FELD.MANS (Latvia) stated that, while conscious of the difficulty of limiting armaments 
by budgetary methods, if the idea were to solve the whole question of. disarmament by 
limitation only, he considered that budgetary limitation was of capital Importance as an 
auxiliary of direct limitation of armaments. He agreed with the views expressed by M. Sandler 
and with 1\1. de Modzelewski, who had emphasised the necessity of making allowance for 
the special situation of new countries. The Latvian delegation would therefore vote for 
limitation of the total amount of national defence expenditure, which it considered was the 
only way of stopping the armaments race. It also supported the principle of publicity of the 
same expenditure. 

In regard to the procedure to be followed, he concurred with the United Kingdom 
representative's suggestion. 

M. PALMADE (France) wished to try to dissipate the prejudices entertained by some 
members against budgetary limitation. 

As regards delays in the presentation of accounts, he had already tried to show in the case 
of France what practical and definite steps could be taken to remedy this drawback. The 
work of auditing accounts would be suspended so as to make it possible to table at the required 
moment the Adjustment Act for the first financial period to which the Convention would apply. 
For each for the three preceding periods a statement of payments would be submitted certified 
correct by the Court of Audit. Those declarations by the French Government had been 
supplemented by the assurances given by the Spanish, Belgian and Roumanian delegations. 

The speaker admitted that M. Moldenhauer was quite correct in saying that supervision 
would be even more seriously retarded by the fixing of a period for the calculation of the average 
limit. Obviously, if such a period were purely and simply adopted, it would be impossible to 
ascertain, except after very great delay, whether States had observed the limits individually 
allotted to them. This pomt could, however, be met. A solution had been suggested by M. 
Jacomet.1 Assuming that the average limit should be so calculated that at no time during the 
application of the Convention would the average expenditure for past years exceed the average 
limit, it would be possible to verify from year to year the observance of the undertakings 
assumed on this pomt under the Convention. Nor was that the only method conceivable. 

Dealing next with General Barberis's objections regarding the life of stocks, M. Palmade 
remarked that, if a capitalist earned no more interest, he would very soon find himself without 
any capital. That would be the position with States if they were not allowed to renew their 
stocks as they thought fit ; they had to think simultaneously of the two factors-how long 
certain types were in use and how long material could be kept. Very few materials resisted 
indefinitely the combined action of both these factors. 

M. Palmade then referred to the United Kingdom representative's concern as to the 
possible consequences of the fact that only global limitation had been found to be feasible. 
Separate limitation being momentarily impossible, Mr. Carr was afraid that there would be a 
transfer from one force to another of the amounts spent by a country on its armaments, 
and that this transfer would shift the balance, even though the total limit was respected. 

· A reply to this apprehension would be found in a speech made on November nth, 1930, 
by Viscount Cecil, the United Kingdom representative on the Preparatory Commission, 
from which he would quote verbatim the following passage: 

" • • • Each country makes the best use it can of the money available for its 
armament. If you can get them to limit that amount of money, you are going to have a 
real limit, which would be of value in checking any growth of armaments in that country. 
It is possible, of course, that one country may dec1de to economise greatly in one particular 
kind of weapon and spend on another kind ; but I believe everyone who has looked 
into the subject will agree with me that, broadly speaking, that is not what happens in 
one country. All the countries move together. They find a particular kind of armament 
is the better one, and; making certain allowances for the idiosyncrasy of each country, if 
~ere is ~n increase o! ex:pen~ture on armaments in ~wo countries it is probably an 
mcrease m the same direction m each. Therefore, I beheve that, as a prachcal business 
move, the limiting of expenditure is going to be the most effective way in which you can 
limit the growth of material." 1 

To those arguments, which showed how the fact of one country following the lead of 
an.of!ter in the direction taken by its expenditure on armaments would compensate for the 
shiftmg of the balance, M. Palmade would add another taken from his own experience when he 

1 See document Conf.D.1.58, page 131. 
I Document c .•. M .•. I931.1X, page 70. 
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had as Minister of the Budget, been obliged to reduce French military expenditure by I% 
milliard francs. He had found that no such reduction could be made, unless it was more or less 
evenly divided between the three forces, as otherwise there wo~ld b~ too keen opposition 
on the part of the services concerned. It was not so easy as they 1magmed to hold the scales 
even between the budgets of the various forces. . . . 

One of the chief concerns expressed in the Techmc~l Committee w.as the difficulty caused 
by fluctuations in purchasing power. He would remmd the Committee of the very true 
remarks made by M. Lange on the actual merits of the question. He himself would draw 
attention to the fact that, according to the graphs inserted on pages II7 &;nd n8 of the 
Technical Committee's report, the curves of the mdex figures for wholesale pnces and cost of 
living in the various countries were practically identical. True, the graphs on page :255 of.the 
report, inserted at the request of the German expert, M. Worbs, revealed much Wlder 
discrepancies. That was, however, due to the fact that account had been taken of the 1926 
figures for Belgium and France, in which year .there had been considerab~e fluctuatio~s in both 
countries in the value of the currency, and pnce movement~ had been disorderly. .su~ce 1~28, 
the discrepancy had disappeared and the movements of mdex figures were agam Identical 
as between country and country. He was convinced that closer study would show that the 
problem had less practical importance than was attributed to it. He did not believe that every 
fluctuation in the purchasing power of a currency would inevitably mean asking for a read
justment of limits. Price fluctuations rarely affected the nominal amount of budgetary credits, 
as the latter depended also on the figures of revenue. Revenue, they knew, did not necessarily 
increase with a rise in prices, as it was mainly derived from srecific duties calculated on the 
weight and not on the price. The component elements of nationa defence expenditure, therefore, 
were much more stable than was believed. 

M. MoLDENHAUER (Germany) was glad to find that for the first time an attempt had been 
made to discuss the difficulties of budgetary limitation : most of the speakers before M. Palmade 
had confined themselves to stressing its advantages. 

He had been glad to hear the declarations made on the French Government's behalf as 
to the steps which would be taken to remedy the delay in publishing accounts, and had equally 
appreciated the assurance given by the Belgian representative. 

As regards the average limit, M. Moldenhauer questioned whether it would really be 
possible in practice for the Finance Ministers of the different countries to follow the working 
of the system advocated for ensuring observation of the average limit from year to year. That 
would certainly be assuming that the needs of military forces and prices would adapt themselves 
to the requirements of the average limit. In actual practice it was usually not so simple as 
was thought, and the conclusion was inevitable that no such system could be applied. 

Turning to the question of fluctuations in the purchasing power of currencies, M. Molden
hauer agreed that it would be unnecessary to readjust limits in the years when currencies 
would be stabilised. If, however, it were remembered that world prices had undergone 
exceptionally sweeping changes, that the price of certain products had fallen by as much as 70 
per cent, the question might well arise whether increases of the same dimensions would not 
occur in the future. One thing was certain-no one could foresee the movement of prices during 
the years in which the Convention would operate. They had heard that the United States of 
America was finally leaving the gold standard, and a fresh fall in the dollar was expected. 
Uncertainty was therefore universal. 

The German representative did not overlook the effect of revenue on the nominal amount 
of credits. He knew from experiences in Germany during the years of inflation that revenue 
~ould. fall even th~ugh prices rose. He also knew, however, that budgetary expenditure rose 
m spite of a fallm revenue, and that States were often forced to resort to loans in order to 
correct the discrepancy between revenue and expenditure. M. Palmade's argument was 
therefore not strictly relevant. . . . 

M. Mol.de~ha~er as~ure~ th~ Commission that he had no prejudice whatever against 
budgetary limitation. His obJections were due to the clear view he tookofrealities. It was not 
he who was prejudiced : it was the other side which was too optimistic. · 

~eneral BARBERIS (Italy) also wished to question the statement made at the previous 
meetm.g by M. Ll!-n~~· A~ter appealing t~ ~he delegations which had entered reservations 
regardmg t~e possibility of.Jmmediat~ly real!~I!lg budgetary limitation to change their attitude, 
the Norwegian representative had said that It was not accidental that those reservations had 
been m.ade by countries which fina.ncially or technically were particularly powerful ". General 
Barbens asked ~· .Lange to explam the exact meaning of these words, which seemed to cast 
a doubt on the willingness of the Pow~rs in question to disarm. Could it, moreover, be affirmed 
that! at the present. moment: the Umted States of America, Germany, Japan and Italy were 
specially powerful m ~n~nc~al resources, or did the United Kingdom and France, which 
supported ~udgetary hmitabon, really lack technical resources ? · 

1 ~efernng to M. Palmade's remarks, the Italian delegate agreed that very possibly a 
5~ ~~Ion could b1~ f?und 'Yhich would make it unnecessary to delay supervision of the observance 
0 e average Imit until after the end of the period for which that limit was computed. The 
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questio~ of the average limit had never been settled. It -was none the less true th.at, even if tJlis 
particular difficulty could be removed, effective supervision would only come mto oper.ahon 
three years after the opening of the period for which Model Statements had been submitted. 
At the best, the delay would be too long for supervision to be able to furnish a juridical basis 
for the execution of the Convention. 

On the question of stocks, General Barberis noted that M. Palmade had said nothing 
regarding the varying life of the different materials. It was true that the period for wh~ch 
aviation material could be used and stored was relatively short, but that was not the case Wlth 
war vessels, which lasted for thirtr years ; land material, which could be used for as much 
as fifty years ; and buildings, which had certainly a much longer life. In the case of a 
Convention concluded for five or ten years, the question of stocks was of capital importance. 
M. Lange had been right in pointing out that budgetary limitation could not affect stocks 
purchased out of credits entered in the budgets of previous financial periods. _ 

, M. LANGE (Norway) said that, in stating that the reservations in question having been 
made b)' countries particularly powerful in financial resources was not accidental, he had 
had no mtention whatever of attributing a lack of goodwill to those Powers. He had been 
trying to understand the attitude of the representatives of certain countries. No one, he 
told himself, was really master of his own thoughts, in view of the way in which these were 
controlled by the subconscious. It was natural that the representatives of Powers with great 
economic and financial resources would unconsciously adopt a reserved attitude towards an 
innovation which seemed to them to involve heavier obligations for their country than for 
others. 

That was why he felt justified in appealing to the goodwill of those countries and asking 
them to try to throw off those subconsc10us inhibitions. It was true that the big Powers at 
present had financial difficulties which were often greater than those of small countries, but 
they had also much greater resources. 

M. Lange pointed out that, in several places, the Technical Committee's report 
recommended keeping a sense of proportion. He, too, would urge the need in this connection 
also of preserving a sense of proportion. Was it really necessary to lay stress on certain 
difficulties in order to turn down a solution which would have the immense advantage of saving 
the world from a fresh catastrophe ? 

The Norwegian delegate was very gratified that there had been no opposition in principle 
in the Commission to budgetary limitation. Those who had gone farthest had advocated 
the application of a system of publicity of expenditure for a provisional period with a view to 
the total realisation of budgetary limitation some years later. That was a compromise which 
should be utilised to try and reconcile the conflicting points of view. 

The PRESIDENT declared the general discussion closed. 
There now appeared to be unanimitr on a large number of points. All the delegates were 

agreed, in particular, in their aprreciatlon of the great value of the Technical Committee's 
report; in regarding a system o publicity for national defence expenditure as possible, but 
the separate limitation of expenditure for each force as impossible. 

The only point on which opinions had differed was the possibility of limiting national 
defence expenditure at the present stage. . 

A report embodying the various views expressed during the discussion would be drafted 
and submitted for the Commission's consideration, together with a draft resolution. 

NINETEENTH :MEETING 

Held on Tuesday, May 30th, I9JJ, at 9.30 a.m. 

President: 1\1. DE VASCONCELLOS. 

45· PREPARATION OF THE DRAFT REPORT OF THE NATIONAL DEFENCE EXPENDITURE 
COMMISSION TO THE GENERAL COMMISSION : DRAFT RESOLUTION SUBMITTED BY THE UNITED 

KINGDOM DELEGATION. 

The PRESIDENT reminded the Commission that, at the previous meeting, it had decided, 
in principle, to submit to the General Commission a report reflecting the ideas expressed 
during its discussions, and pointed out, further, that the United Kingdom delegation had 
submitted a draft resolution in the following terms : 

"The National Defence Expenditure Commission, 
" Having examined at its sessions of May .•• the report of the Technical Committee · 
" Taking note of the fact that the Technical Committee is unanimously of opinio~ 

that a system of full budgetary publicity is practicable; 
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. "Taking note of the fact tha~ the :rechnical Committ.ee.ha~ not been able to make 
a unanimous report on the p~achcability of ~udg~!ary lt.mttatt~n;. . 

" Considering that a decision as to the desirability of mcludmg m the Disarmament 
Convention provisions for Budgetary Publicity and Budgetary Limitation is a question 
of principle which does not fall within its C?mpetenc«: : · . . .. 

"Decides to refer the report of the Techmcal Committee to the General CommiSSion. 

Mr. CARR (United Kingdom) said he was prepared to withdraw his draft resolution. 
He thought the Commission had probably no need to adopt a draft final resolution. 

· M. FRANt;OIS (Netherlands), Rapporteur, said that a text giving the main lines of the 
report would shortly be circulated to the members of the Commission. He did not feel there 
was any need to start a detailed discussion of the text. The Rapporteurs would be at the disposal 
of delegations having observations to make on the subject. 

M. LANGE (Norway) thanked the United Kingdom representative for having withdrawn 
his proposal, thus making it unnecessary for him to submit amendments. He agreed with the 
method of procedure suggested by the General Rapporteur. 

The PRESIDENT asked the Commission to take a decision on the procedure proposed. 
He also asked the delegations to submit any observations desired to the Rapporteurs; that 
need not prevent them from stating, if they so wished, their special point of view during the 
discussion of the report. ' · · 

M. MOLDENHAUER (Germany) had no objection to the method proposed by the Rapporteur. 
He saw no point in opening an immediate discussion. The various groups-that is, those in 
favour of limitation and those opposed to it-<:ould meet and see whether it was possible to 
insert in the report a text which exactly expressed their views. 

General BARBERIS (Italy), though sorry that Mr. Carr had withdrawn his draft resolution, 
agreed to the procedure suggested, which would have the effect of adopting a document of 
slightly wider scope than the draft resolution of the British delegation. General Barberis 
reserved the right to make some observations on four very important points in the draft 
report. · 

The procedure suggested by the Rapporteur was adopted . 
. ' 

TWENTIETH MEETING 

Held on Saturday, June 3rd, 1933, at 10 a.m. 

President: M. DE VASCONCELLOS. 

46. GENERAL DISCUSSION OF TJiE TECHNICAL COMMITTEE'S REPORT (document Conf. D.158 
and Addendum) (conclusion). 

M. Co~TOU!'~AS (Greece) P?in~ed out that the Greek Government had already had occasion 

b
to dexpress Its VIe~s on the pnnc1ple of indirect limitation of armaments by the limitation of 
u getary expenditure. 

Gree~u~!~li~i~a~i~rnk bf ~h~ Pr?aratoryh Cod mmission, M. Politis had shown the preference of 
t . . Y u ge ary met o s. He had, however pointed out the inequality of 
.:,e::c%.e~u~~:;~:~~![=~~t .fro~ ~pklyi~g this meth?d of li~i\ation if ~he special conditions 
such as the livin condition c~en y a en mto account In the spirit of Article 8 of the Covenant, 
development of its industrys o t~he co';lt~try, tf~e purchasing I?Ower of its currency, the degree of 

. , e pos1 Ion o Its war matenal, etc. 
Since that time, the view of the G k G 

in principle with bud etar limitat" .ree overnm~nt. had no~ changed. While it agreed 
on co.odition that th~ mefhods of Ion, i! c~!-'ld ohnly give Its defimte adherence to that system 
of Greece. app Ica Ion s ould take account of the special conditions 

. . . 



47• CONSIDERATION AND ADOPTION OF THE DRAFT REPORT OF THE NATIONAL DEFENCE 
EXPENDITURE COMMISSION TO THE GENERAL COMMISSION (document Conf.D./C.D.48, with 

corrigendum). 

The Commission discussed the draft report page by page. 

M. PALACIOS (Spain) suggested the omission in 4 : "Work of the Expenditure 
Commission" of the second half of the first paragraph, reading as follows : " and that, as the 
outcome of the General Commission's resolution of July 23rd, 1932, it has not to consider 
the question of the desirability of such limitation or publicity ". 

In the next paragraph, he suggested omitting the words " without making any 
recommendation on a subject which does not lie within its competence " and substituting for 
this phrase the words " on this subject ". · 

M. MoLDENHAUER (Germany) thought it was necessary, in the interests of accuracy, 
to retain the phrases in question. The Commission had had an exchange of opinion on this 
subject and found that it was its duty to discuss technical questions and to leave the question 
of the desirability of such limitation or publicity to the General Commission. The report would 
not be comprehensible unless it stated that this question was not within its competence. 

Admiral HEPBURN (United States of America), Mr. CARR (United Kingdom) and 
General BARBERIS (Italy), agreed with M. Moldenhauer. 

General BARBERIS (Italy) noted that, in the 1hird paragraph of 7 : " Technical 
Possibilities of applying a System for the Limitation of Nat10nal Defence Expenditure", it 
was stated that other delegations (Japan) accepted the principle of limitation. This was in 
contradiction with the phrase mentioned by M. Palacios, and constituted an expression of 
opinion on a subject which it was agreed could not be discussed by the Commission. 

· M. MoLDENHAUER (Ger~a~y) w~uld like the end of the same P-aragraph to be so worded 
as to show that Germany and the other countries referred to cons1dered it necessary to have 
an experimental period in order to decide whether the limitation could be applied. 

Viscount MusHAKOJI (Japan) wished to maintain the text regarding the Japanese view. 
The difficulty lay, not in the principle, but in the absence of the necessary conditions for 
putting budgetary limitation into effect. 

General BARBERIS (Italy) did not think they could consider in the report the" immediate " 
application of the principle of the aggregate limitation of national defence expenditure. This 
was a technical subject, which had scarcely been discussed in the Expenditure Committee. 
Of the seventeen countries mentioned, three had not sent in Model Statements, four had 
not presented closed accounts because they had been published very late and one-namely, 
Poland-had said that the principle could not be applied for one year. . 

Viscount MusHAKOJI (Japan) agreed with General Barberis. 

M. DE MoDZELEWSKI (Poland) explained that the Polish delegation had not -considered 
that the application of the principle of limitation could be settled for one year, because it 
had thought that, from a technical point of view,· the general disarmament question would 
not be settled earlier, 

Admiral HEPBURN (United States of America) asked for the insertion of the following 
observ~tion after the fourth paragraph of Section 7 : 

" The American delegation desires to associate itself with the opinions expressed 
in this paragraph to the extent that it considers the system of publicity suggested would 
be the most practical and rapid method of determining the technical possibilities of 
a system of limitation." 

Adopted. 

General BARBERIS (Italy) pointed out that the principle of budgetary limitation was 
adopted by the General Commission on July 23rd, 1932, implicitly and not explicitly. 

Viscount MusHAKOJI (Japan) said that, although he recognised the desirability of drawing 
up a Model Statement in accordance with the estimates of expenditure, as provided in 8 : 
'.' Bases of a Possible Publicity System "~ he felt bound to point out the inadvisability of asking 
each contracting party to undertake considerable detailed work,· the value of which was out 
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of proportion to the sacrifice involved, especially at a time. when each cou~try was end~avouring 
to economise administrative expenditure. On this pomt, the Techmcal Committee had 
considered 1 that it would be particularly desirable to draw up a Model Statement according 
to the estimates of expenditure for the first two years of the enforcement of the Convention 
pending receipt of the first Model Statemen.t based on the closed. acco~nts. As regards 
subsequent years, it would perhaps be sufficient for States to send m their budgets to the 
Permanent Disarmament Commission accompanied by a very brief note communicating 
the total estimated expenditure on :pational 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. 

The Japanese delegation therefore asked that the report should take due account of this 
opinion. 

M. J ACO!IlET (France) co-Rapporteur, said the Technical Committee had proposed that Model 
Statements should be based on estimates, at any rate for the first two years, until the system 
of basing them on actual expenditure could be introduced. He thought that the addition of 
the words " at any rate for the first two years of the application of the Convention " would 
satisfy the Japanese delegation. He pointed out, however, that it was hardly prudent to 
fix an exact time, and that it should be left to the Permanent Disarmament Commission to 
fix the period. 

The Commission unanimously adopted the draft report, with the amendments which it had 
approved. • 

The PRESIDENT observed that the unanimous adoption of its report by the National 
Defence Expenditure Commission marked the end of an important stage in the work of the 
Conference. It might, however, be necessary to convene the Commission again. 
. ·.The Technicl!-1 Committee would c~nt.inue its work and he asked for authority to place it 
m direct touch w1th the General Comrmssion. He also drew attention to the fact that if the 
principle of limitation or publicity of expenditure were accepted by the General Com~ission, 
1t would be necessary subsequently to draw up detailed instructions regarding expenditure 
to be included in the Model Statement. 

:See document Conf.D.zs8, page 194• 
. . See final text of the report of the Nation 1 D f 

muston (docum~nt Conf.D.I6I). a e ence Ex~nditure Commission to the General CoDl• 



-91 -. 

DOCUMENTS OF THE NATIONAL DEFENCE 
EXPENDITURE COMMISSION. 

Conf. D./C.D./Agenda :a. 

AGENDA OF THE SECOND MEETING. 

Thursday, March roth, 1932, at 10.30 a.m. 

(a) Election of a Vice-President or Vice-Presidents. 

(b) Election of a Rapporteur or Rapporteurs. 

(c) Programme of Work of the Commission : Consideration of the List of Questions 
(hereunder) referred to the Commission on National Defence Expenditure by the 
General Commission (document Conf.D.fC.G.6) : 

I. Article 29 (Limitation of total annual expenditure). Proposals on the subject, 
more particularly : . 

(a) Continuous study of the budgetary method in consideration of 
fluctuations in purchasing power : 

(b) ·Budgetary limitation relating to total expenditure and to individual 
chapters; • 

(c) Abolition of secret funds.and unification of the military budget. 

2. Article 33 (Publicity of land and naval expenditure). 

3. Article 36 (Publicity of total expenditure). 

4. Examination of the Report of the Committee of Experts on Budgetary Questions 
(document C.x82.193I.IX) : 

(a) Part of the report concerning publicity ; 
(b) Part of the report concerning limitation, in so far as this part deals with 

the questions enumerated under I. 

Conf. D./C.D.I.(I). 

REVISED LIST OF MEMBERS OF THE NATIONAL DEFENCE EXPENDITURE 
COMMISSION (FEBRUARY 27'fH, 1932 - JUNE 3RD, 1933). 

Country 
Abyssinia: 

Afghanistan: 

Union of South Africa: 

Albania: 

United States of America: 

Members Substitutes 
The Badjirondo ZELLEKA 

AGUEDEOU 

Lieut.-General Mohamed OllAR M.A. HUSEIN AZIZ Khan 
Khan Captain MOHAMED ALI Khan 

Secretary: YusuF Khan 

Major F. F. PIENAAR 

M. LecKURTI 

Dr. Mary E. WooLLEY 
The Hon. Norman H. DAVIS 
Rear-Admiral A. J. HEPBURN 
General George S. SIMONDS 



Country 

Argentine Republic: 

A ~~Sir alia : 

A ~~Stria: 

Belgium: 

Bolivia: 

Brazil: 

United Kingdom of Great 
Britain and Northern 
Ireland: 

Bulgaria: 

Canada: 

Chile: 

China: 

Colombia: 

Costa Rica: 

Cuba: 

Czechoslovakia: 

Denmark: 

Dominican Republic: 

Egypt: 

Estonia: 

Finland: 

France: 

Germany: 

Greece: 

Guatemala : 

Haiti: 

Honduras: 

Hungary: 

India: 

Iraq: 

Irish Free State: 
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Members 

M. Enrique Ru1z GuiNAZU-

Mr. J. G. LATHAM, or 
Sir Granville de Laune RYRIE 

Colonel MoRO 

M. Paul E. ]ANSON 

M. A. CosTA DU RELS 

M. Affonso Arinos 
DE MELLO FRANCO 

M. S. RIBEIRO 

Sir John SIMON 
Mr. GRIEVE 
Mr. J. S. BARNES 

Colonel MARINOFF 

Dr. W. A. RIDDELL 
Mr. L. B. PEARSON 

M. J. v ALDES-MENDEVILLE 

M. LIOU Vontao 

M. A. J. RESTREPO 

M. V. FIGUEREDO-LORA 

M. C. DE ARMENTEROS 

General A. EuAs 
MajorO. FARSKY • 

M. W. BoRBERG 
M. Alsing ANDERSEN 

M. A. SCHMIDT 

M. K. E. P. HIITONEN 
M. R. HOLSTI 

M. Paul REYNAUD 
M. GIGNOUX 
M. Charles DUMONT 
M.PALMADE 

M. VON MOELLENDORFF 
M. MOLDENHAUER 

General A. MAZARAKIS AINIAN 
M. R. RAPHA!L 

M.J.MATOS 

Count A. APPONYI 
General G. TANczos 
M. J. PELENYI 

Sir Henry WHEELER 

Mr. J. J. HEARNE 

Substitutes 

M. Luis A. PoDESTA CoSTA 

Mr. F. G. SHEDDEN 

M.PRENEN 
M.DAMIN 

M.A. OsTRIA-GUTIERREZ 

Captain Edmundo DE MACEDO 
SOARES E SILVA . 

Commander A. RODRIGUES DE 
VASCONCELLOS 

Mr. K.LYON 
Mr. E. H. CARR 

Mr. P. E. RENAUD 

M. J; SAAVEDRA-AGUERO 

M. W.HSIEH 
General WANG Ho 
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Conf.D.jC.D.2. 

Geneva, March nth, 1932. 

PROGRAMME OF WORK OF THE COMMISSION. 

PROPOSALS OF THE BUREAU. 

At its meeting on March xoth, the Expenditure Coii?mission decided to adopt as the 
framework of its deliberations the report of the Comm1ttee of Budgetary Experts, and 
instructed its Bureau to draw up a detailed programme of work. It would appear from the 
discussions of the Commission that, although it must be clearly understood that the principle 
of budgetary limitation and the. pos~ib~lities of combin~ng the dire~t .and. indirec~ ~ethods 
are questions for the General Comm1ss1on, the Expenditure Comm1ss10n 1s of op1mon that 
decisions of principle will be facilitated by a preliminary examination of all the questions 
dealt with in the report of the Committee of Experts. It is understood that the Expenditure 
Commission would be at liberty, when undertaking this preliminary examination, particularly 
to stress certain chapters of the report and the proposals of the various delegations connected 
therewith. 

It is further understood that the questions relating more directly to Article xo of the draft 
Convention (Limitation' of Expenditure on Land Material) and Article 24 (Limitation of 
Expenditure on Naval Material) will only be examined after study by the General Commission 
and the Naval Commission respectively. . . 

It is on these lines that the Bureau drew up the following programme, which it submits 
to the members of the Commission for their approval. 

With a view to facilitating discussion, the Bureau decided to group together, in what 
seemed to it the most logical order, the various problems connected with publicity and 
limitation of expenditure. · .. 

In proceeding thus, the Bureau desires in no way to prejudice any changes in the order of 
discussion which the Commission may desire to make for practical reasons, in particular with 
a view to facilitating the work of any sub-committees which may be appointed. 

It is understood that, at the present stage of the Commission's work, there can be no 
discussion of texts of articles or annexes, but merely a first examination of the questions 
submitted to the Commission on National Defence Expenditure, subject to any decisions of · 
principle which may be arrived at by the General Commission. 

A. Preliminary Questions. 

I. Necessity for a uniform presentation of figures for national defence expenditure. of the 
various countries (Chapter I : Introduction). · 

2. Impossibility of comparing the strength of armaments of various countries on the 
basis of the figures of defence expenditure (Chapter 24) .. 

B. Form and Contents of Model Statement. 

The Coii?mission might pro.ceed to a preli~inary excha~ge of views on all the questions 
enum~rated m the four folloWing groups, while remembenng that the almost exclusively 
techmcal character. of these questions will probably make it necessary to refer them later to 
a sm~ll s.ub-comm1ttee. of experts. :rhe same sub-committee might be entrusted with the 
exammabon of the particulars supphed by the Governments on the state of their expenditure 
on armaments (see Annex) : 

I. Definition of the term .. annual expenditure" : 
(a) Defini~ion of the term " expenditure " (Chapter 5) ; 
(b) Exer~•~e account~ (Chapter 6b); 
(c) Pubhc1ty of eshmated expenditure on the basis 

(Chapter 22). . of parliamentary votes 

2. Meaning and scope of the term " Expenditure on national defence " : 

Prop~~al ~;c;ht ~un~st ~nt ch:ngesdin the appropriations of funds (part of Chapter 3) : 
(b) G e odv1e e ega 1~n, ocument Conf.D.gg, page 46 (Article 35) . 

ros~ ~n net expend1ture (Chapter 7) · ' · 
(~ Subs~d1es, loan~ and participations (Ch~pter 8) ; 
(( )) ipec1a~ expenditure caus~d by reduction of armaments (Chapter g) . 
e xtr~-. udg~tary expenditure (Chapter 10) ; ' 

U(g)) DCcfim~lOnfs m thed draft a~nex not exhaustive (part of Chapter 12) . 
arrymg- orwar of credits (Chapter I6) . ' · 

____ <h_>_ Tables C, D, E and F appended to the Model Statement (part of Chapter 20). · 

Nou. -The text of the programme of work ado ted 
Expend•ture Commission (document Conf D {CD 

1 
) P .11 bon March 14th, 193:z, by the National Defence 

Commis•ion. · · · · 4 WI e found on pages 7 and 8 of the Minutes of the 
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J. Classification of this expenditure : 
(a) The Model Statement (Chapter 2) ; 
(b) Changes in the appropriation of funds (part of Chapter 3); 
(c) Contents and classification of the subheads in the Model Statement (Chapter II) ; 
(d) Definitions in the draft annex not exhaustive (part of Chapter 12); 
(e) Separation of expenditure for the three forces (Chaph•r 13) ; 
U) Tables A and B appended to the Model Statement (part of Chapter 20). 

4· Concordance tables; Derogations (Chapter 14 and Chapter 4). 

C. Questions specially concerning Publicity. 

I. Date of despatch of returns; final accounts (Chapter 23). 

2. Article 33 of the draft Convention (Chapter I9). 

J. Communication of certain laws and regulations that may bear on national defence 
(Chapter 21). · 

D. Questions concerning the Fixing of Limits. 

I. Virement between the limits of the three forces (Chapter IS). 

2. Fixin~ of limits so as to allow for variations in expenditure from one year to another 
(Chapter 17) . 

. J. Fluctuations in the purchasing power of various currencies (Chapter 18) : 
(a) Proposal by the Swedish delegation, document Conf.D.99, page 48 (see also . 

observations by the German delegation, document Conf.D.gg, page 32) ; 
(b) Proposal by the British delegation for the constitution of a special committee . 

of experts to study this question (see Minutes of the second meeting of the National 
Defence Expenditure Commission, page J). 

ANNEX. 

The Council of .the League of Nations, at its session of May 1931, requested the 
Governments to observe, as regards the budgetary particulars to be supplied with a view to the 
preparation of the Conference, the recommendations made by the Committee of Experts on 
Budgetary Questions. This Committee had recommended, in particular : (I) that each 
Government should fill in the Model Statement before the Conft>rence, following as clost•ly 
as possible the instructions relating to totals and to Chapter 4 (War Material) of the Model 
Statement ; (2) that the Model Statement should be thus filled in on the basis of the last 
closed accounts; (3) that the method adopted should be clearly explained to the Conference. 

The information received has been reproduced in the series of documents entitled 
"Particulars with regard to the Position of Armaments in the Various Countries" and utilised 
in the special edition of the Armaments Year-Book. Without going into details, it may 
legitimately be said that the measures taken "do not always correspond exactly with the 
Committee's recommendations. It is true that the figures supplied will not necessarily 

·correspond with the figures which, at a later stage of the Conference, will be subject to 
limitation. It is essential, however, to know exactly what method has been followed in arriving 
at the figures which have been supplied to the Conference. This is an essential condition for the 
operation of the whole system proposed by the Committee [see in this connection Chapters 4 
and 14 (pages 8, 9 and IS) in the report of the Committee of Experts on Budgetary Questions 
(document C.182.M.6g.I931)]. The question is an eminently technical one and the Expenditure 
Commission could hardly undertake such an examination in a plenary meeting. In these 
circumstances, it would perhaps be well to appoint a Sub-Committee of Experts to undertake 
a preliminary examination of all the replies received and to discuss details of each reply with 
the help of the representative of the Government concerned. 

The conclusions of the Committee of Experts would in due course be lai<J before the plenary 
Commission, to which the Committee of Experts· might notify any special difficulties it 
encountered in the course of its work as and when these difficulties arose. 

The work of the plenary Commission would, of course, be carried on simultaneously with . 
that of the Committee of Experts. · 

As the work of this Sub-Committee will probably take a considerable time, it would seem 
advisable to set up this Sub-Committee (if the Commission approves in principle) as soon as 
possible. . 
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Conf.D./C.D.J. 

Geneva~ March 15th, 1932. 

FORMATION OF A TECHNICAL COMMITTE.E. 

DRAFT RESOLUTION SUBMITTED BY THE BUREAU. 

1. The National Defence Expenditure Commission resolves to set up a Technical 
Committee, consisting of the following members : 

Chairman: His Excellency M. Savel RADULESCO, Minister Pleni~otentia~y, H~ad 
of the Economic Division at the Ministry. for Foreign. A~arrs, VIce
Chairman of the National Defence Expenditure Commission. 

Members: M. Shoji ARAKAWA, Secretary of th~ Ministry ~f. Finance (Japan). 
M. F. GROBINE, People's Commissariat for Military Affarrs (l!.S.S.R.). 
M. jACOMET, Comptroller-General of the Army •. former Charrman of 

the Committee of Experts on Budgetary Questions (France). 
Colonel E. M. G. KISSLING, Secretary of the Federal Military Department 

(Switzerland). . . . . . . 
Mr. K. LYON, C.B.E., War Office (Umted Kmgdom). . · 
His Excellency M. Jean DE MoDZELEWSKI, .Envoy Extraordinary. and 

Minister Plenipotentiary at Berne, Member of the Supervisory 
Commission of the League of Nations (Poland). 

M. R. J. SANDLER, Director-General of. the Central Sta~istics .~ffice, 
Member of the First Chamber of the Riksdag, former Pnme Mm1ster, 
former Under-Secretary at the Ministry of Finance (Sweden). 

Brigadier-General George S. SIMONDS (United States). 
M. Cesare TUMEDEI, Barrister-at-Law, Member of th~ Chamber of 

Deputies, former member of the Committee of Experts on Budgetary 
Questions (Italy). 

Commander Alvaro RODRIGUES DE VASCONCELLos; formerMemberofthe 
Chamber of Deputies and Budget Rapporteur in the Brazilian Parlia
ment (Brazil). 

M. WoRBS, Counsellor at the Reich Ministry of Finance, former member 
of the Committee of Experts on Budgetary Questions (Germany). 

Each member of the Committee shall be entitled to be represented by a deputy. 
With the consent of the Bureau of the Commission, the Technical Committee may, if the 

necessity arises, co-opt other experts. 
• 

2. The Commission instructs th·e above Committee : 

(a) To study the documentation regarding national defence expenditure supplied 
in accordance with the decisi,on of the League Council, dated May 23rd, 1931, which was 
adopted in pursuance of the recommendation contained in Chapter IV of the report of 
the Committee of Experts on Budgetary Questions (document C.x82.M.69.193I.IX) ; 

(b) To study the documentation, information and additional explanations to be 
supplied, in accordance with point 3 below, by the delegations of the States represented 
at the Conference ; 

(c) ~o study ~he technical q~e~tions in connection with th~ limitation and publicity 
of expenditure wh1ch the CommiSSion may subsequently consider it advisable to refer 
to the Committee ; 

. (d) To s~bm~t to the Commission in due course reports on the questio'ns referred 
to It for exammahon. · 

3· The Commission requests all the delegations of States represented at the Conference 
to be goo~ enou&h to supply the Technical Committee with the additional documentation as 
well as w1th the mf~rmahon and explanations which might be required by the Committ in 
order to carry out 1ts task. ee 

I 

Nou. - The text of the resolution adopted by th N t' 1 D ·f · 
~larch r6th. 193z (document Conf.D./C.D.4) will be fo ~ a lona e ence E~pend1ture Commissi_o": on 

• un on page 11 of the Mmutes of the CommiSSIOn. 
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Conf. D.fC.D.8 

Geneva, April 15th, 1932. 

SUPPLEMENTARY INFORMATION REQUESTED BY 
THE TECHNICAL COMMITTEE. ' 

RESOLUTION ADOPTED BY THE TECHNICAL COMMITTEE ON APRIL 12TH, 1932. 

In a note dated March 19th (document Conf.D.fC.D.s). the Secretary-General informed 
the de!e~ations that the Technical Committee set up by the National Defence Expenditure 
Comm1ss1on had expressed the desire to receive, inter alia, the closed accounts utilised in 
filling up the Model Statement of each country, or, if such a document is not available, the 
statement of actual payments made which has been utilised for the said purpose. 

At a further meeting, the Committee came to the conclusion, that, m order toexamine 
the Model Statements of the different countries, it must have an English or French translation 
of the closed accounts in question, or of the statement of actual payments made in connection 
with national defence expenditure (whether they figure in the military budgets proper, in the 
civil budgets of the State or in the budgets of other public bodies or in special accounts and 
funds). 

The Committee would like to receive such a translation as soon as possible, and requests 
the delegations to inform it immediately of the approximate date at which it can be supplied. 

Conf.D.JC.D.g. 

Geneva, April xgth, 1932. 

ORDER IN WHICH THE TECHNICAL COMMITTEE PROPOSES TO EXAMINE THE 
DOCUMENTS OF THE DIFFERENT COUNTRIES REPRESENTED AT THE 

CONFERENCE. 

A. POWERS REPRESENTED ON THE .TECHNICAL COMMITTEE, 

I. Switzerland 
2. United Kingdom 
3· Germany 
4· Sweden 
S· Japan 
6. Poland 

7· Roumania 
8. Union of Soviet Socialist Republics 
9· United States of America 

xo. France 
u. Italy 

B. POWERS NOT REPRESENTED ON THE TECHNICAL COMMITTEE. 

12. Cuba 
13. Denmark 
14. Dominican Republic 
15. Egypt 
x6. Spain 
17. Estonia 
x8. Abyssinia 
19. Finland 
20. Greece 
21. Guatemala 
22. Haiti . 
23. Hejaz and Nejd (Sa'udi Arabia) 
24. Honduras . 
25. Hungary 
26. India 
27. Irish Free State 
28. Latvia 
29. Liberia 
30. Lithuania 
31. Luxemburg 
32. Mexico 
33· Norway 
34. New Zealand 
35· Panama 
36. Netherlands 

37· Peru 
38. Persia 
39. Portugal 
40. Siam 
41 • Czechoslovakia 
42. Turkey 
43· Uruguay 
44. Venezuela 
45· Yugoslavia 
46. Afghanistan 
47. South Africa 
48. Albania 
49· Argentine Republic 
so. Australia 
sx. Austria 
52. Belgium 
53· Bolivia 
54· Brazil 
55· Bulgaria 
56. Canada 
57· Chile 
58. China 
59· Colombia 
6o. Costa Rica 

1 For particulars of the information reques~ed by the Technical Committee, see document Conf. 
D.JC.D.s, reproduced in the report of the ComiDlttee (document Conf.D.158), Volume I, page 234· 
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Conf.D./C.D.I2. . 

Geneva, May 3rd, I932 .. 

CLASSIFICATION OF THE OBSERVATIONS TO BE ADDRESSED BY DELEGATIONS 
IN ACCORDANCE WITH THE RULES OF PROCEDURE FOR THE EXAMINATION 

OF INFORMATION SUPPLIED BY THE GOVERNMENTS, ARTICLE 7 

With reference to document Conf.D./C.D.7'. (Rules of Proce~ure for t~e Examin!ltion 
of Information supplied by the Governments, Article 7), the Techmcal Committee appomted 
by the Commission on National Defence Expenditure has the honour to request the delegations 
represented at the Conference for the Reduction and Limitation of Armaments to classify 
the observations they may have to make regarding the documentation of the various countries 
under the following heads : · · . 

A. Questions relating to the budgetary systems. . 
B. Interpretation of the term " national defence expenditure ". 
C. Universality of the expenditure entered in the Model Statement. 
D. Classification of the expenditure entered in the Model Statement. 
E. Annexed tables. 

This classification corresponds, in its main lines, to the chapters in the programme of 
work adopted by the Commission (document Conf.D./C.D.2). · · 

. The Technical Committee hopes that the delegations will be good enough to comply with 
this recommendation, which will greatly facilitate and accelerate th~ work of the Committee. 

Conf.D./C.D.47· 

Geneva, May 29th, I933· 

DRAFT OUTLINE OF THE REPORT OF THE NATIONAL DEFENCE EXPENDITURE 
COMMISSION. 

STATEMENT BY THE RAPPORTEUR-GENERAL. 

I. Ter~~ of reference of the Expenditure Commission. . . 
Decisio~ of the General Commission, dated March 8th, I932. 
Resolution of the General Commission, dated July 23rd, 1932. 

2 · Work. of ~he Expenditure Commission in the spring of I932. 
Constitution of the Technical Committee. 

3 · General. observations on the work of the Technical Committee. 
ExpressiOn of thanks. . 
Examination ~f the documentation of the other States. 
Recommendati?n that the General Commission should appeal to States which have 

not yet furmshed the necessary material. · 

. . 4·. The Com~!ssion's task is not to give an opinion ~n the desirabilit of b d 
hmitahon or pubhcity, but to examine the technical possib.ility of such limitatfon or p~~~~~i. 

• • • 
5 • The discussions of the Commission have led to the following conclusions : 

A. The Commission is unanimously of opinion that : 
. (I) The several countries will be in a osition t d · 

obJect, a full statement of their total national ~ f 0 r:w up_. With a practical 
the conventional list mentioned under B . e ence expen Iture m accordance with 

(2) Having regard to the present s;ru t f h · 
it is not possible, with a view to limitation t~ u~ ~ ~ e accounts of several States, 
adequate verification, the separation : • e ec • 0 an extent that would ensure 

(a) Of expenditure on the three forces . 
(b) Of expenditure relating to land and• naval materi 1 . 

. a respectively; 

' See Report of the Technical Committee, Document Co f D 8. .I 
n · .15 • vo ume I, page ZJ6. 
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(3) In the present state of the accounts of most countries effect cannot be 
given !o Article 33 of the draft Convention (Publicity by categories' of land and naval 
matenal); 

(4) That the armaments expenditure of the various countries is not, generally 
speakin~, a. crit_erion for comparing their armaments, and that, consequently, the 
only obJect m v1ew would be the comparison of the statements of expenditure of one 
and the same country from year to year. 

B. The Co_ml!liss_ion adopts the opinion expressed by the Technical Committee that 
any system of hm1tahon of aggregate expenditure on national defence should be based on : 

. {I) The definition and the list of expenditure for national defence appearing 
m Chapter II of the Technical Committee's report ; 

. · (2) ·A uniform presentation of such expenditure within the framework of the 
Model Statement recommended by the Technical Committee (Chaptel' III of the 
report) ; 

(3) The payments effected appearing in published accounts (Chapter IV of the 
report) within sufficiently short periods and in an appropriate form (Chaptl•rs \' 
and VI of the report) ; 
. (4) The creation of a "living organism" to take account of the {iuctuatiu11s 
tn the purchasing power of the currencies of the various countries, as described in 
Chapter XII of the report ; 

(S) A special procedure for the taking into consideration of ullforeseeable and 
exceptional expenditure (Chapter XV of the report). 

The technical instruments required (Mod~l Statement, special information attached 
to the Model Statement, reconciliation tables) are mentioned in Chapters XVI, XVII 
and XVIII of the Technical Committee's report. 

C. The Technical Committee was not unanimous on the question whether all the 
conditions required for the application of a system of budgetary limitation are at present 
fulfilled. The same difference of opinion appeared in the Commission. 

The main difficulties which, in the view of certain delegations, would stand in the 
way of the immediate realisation of the principle of budgetary limitation adopted by tht• 
<;ieneral Commission on July 23rd, 1932, are : 

(I) The fluctuation in purchasing power. In this connection these delegations 
expressed the opinion that ..... 

(2) Delay in the publishing of accounts. These delegations pointed out that 

Other delegations were of opinion that decisive importance should not be assigned 
to these objections. As regards delay in publishing accounts, it was noted that, through 
the intermediary of their delegates on the Commission, certain States whose accounts 
were not regularly published, or were published after a fairly long period, had announced 
their willingness to assume a contractual undertaking to publish their accounts at a 
sufficiently early date and in a form which would satisfy the requirements of the 
Convention. . 

The following delegations were of opinion that it was possible to give effect immediately 
to the principle of the limitation of national defence expenditure : ..... 

The following delegations stated that, in their opinion, the conditions necessary for 
the immediate application of a system for the limitation of national defence expenditure 
were not yet fulfilled : ..... 

D. The Commission is unanimously of opinion that a system for the publicity of 
national defence expenditure effected in forms to be defined in the Convention and 
supervised by the organ established by the latter is possible. . 

For the putting into practice of such a system, the elements should be those mentwned 
in B (1), (2) and (3) above ; the technical instruments_ 3:re ~he same as for a system of 
limitation. It is desirable, however, to state that pubhc1ty lS based, not only upon the 
furnishing of Model Statements of the payments effected, but also on the communication 
of Model Statements of estimates, budgets voted, and certain laws and regulations 
(Chapter XIX of the Technical Committee's report) . 

• • • 
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f the General Commission the observations regarding 
6. To bring to the !l<?tice o 

the carrying-out of superv1S10n. . . . 

1
. To suggest to the General Commission the necessity of proceeding later (d requl.l'ed) : 

(a) To the drafting of detailed instructions ; 
(b) To the fixing of the derogations allowed ; . . . 
(c) To mention in this connection the necessity of the Techmcal Comm1ttee pursumg 

its work. 

Conf.D.{C:D.48. • 

Geneva, June zst, 1933. 

DRAFT REPORT OF THE NATIONAL DEFENCE EXPENDITURE COMMISSION 
TO THE GENERAL COMMISSION SUBMITTED BY M. FRANCOIS (RAPPORTEUR

GENERAL) AND COMPTROLLER-GENERAL JACOMET (CO-RAPPORTEUR). 

1. TERMS OF REFERENCE OF THE NATIONAL DEFENCE EXPENDITURE COMMISSION. 

On March 8th, 1932, the General Commission ~e~ided, on the proposal.of the Bureau,
1 

to refer to the National Defence Expenditure CommJssJon t~e ~ollowmg quest10ns, to be dealt 
with without a preliminary discussion by the General CommiSsion: 

I. Article 29 (Limitation of total annual expenditure). Proposals on the subject, 
more particularly : . . . . 

(a) Continuous study of the budgetary meth9d in consideration of fluctuations 
in purchasing power ; . . 

(b) Budgetary limitation relating to total expenditure and to individual 
chapters; . 

(c) Abolition of secret funds and unification of the military budget. 

2. Article 33 (Publicity of land and naval expenditure). 

3· Article 36 (Publicity of total expenditure). 

4· Examination of the report of the Committee of Experts on Budgetary Questions 
(document C.I82.M.69.193I.IX) : 

(a) Part of the report concerning publicity ; 
(b) Part of the report concerning limitation in so far as this part deals with the 

questions enumerated under I. 

It will be seen from this list that Articles 10 and 24 (Special limitation of expenditure on 
the material of land and naval armaments) were not expressly referred to the Expenditure 
Commission. In view, however, of the close connections between those articles and the other 
articles indicated above, the Expenditure Commission was led to examine them as well in the 
course of its work. 

Subsequently, the General Commission's resolution of July 23rd, 1932, • gave some 
indications as to the object towards which the National Defence Expenditure Commission's 
studies should be directed. The resolution contains the following paragraphs regarding the 
question of the limitation of national defence expenditure : 

" (a) The Conference shall decide, on the resumption of its labours, taking into 
account the special conditions of each State, what system of limitation and publicity 
of expet_~diture on.nationa~ defence will provi.de the peoples with the best guarantee of an 
allevi~hot_J of ~heir financial burd~ns and ~ill prevent the measures of qualitative and 
~uanhtahve. disarmament ~o be mserted m the Convention from being neutralised by 
mcreases or Improvements m authorised armaments. 

" (b) With a view to the decisions to be taken under this head the Conference 
request~ the Committee on National Defence Expenditure and its Technical Committee 
to contmue ~nd complete the work entrusted to its organs and to submit their report as 
soon as possible. The ~oi?ference requests i~s Bureau to draw up, on the basis of this 
repo~t, a Pl';l~ accomphshm~ the purpose a1med at and taking into consideration the 
special cond1hons of the vanous States." 

the ;r!~~t t;x1~e corrections listed in document Conf.D./C.D.48.Comgendum have been incorporated in 

:See documents Conf.D.Ioo, 1o:z and 103 (Conference Documents, Volume 1). See document Conf.D.IJ6.(I) (Conference Documents, Volume 1). 



101-

II. CONSTITUTION OF A TECHNICAL COMMITTEE. 

I~ May 1~32, the Expen~ture Commission held a first exchange of views on the questions 
submitted to 1t. The Commission agreed that an exhaustive examination of the technical 
aspects of. a system of limitation and publicity in respect of national defence expenditure 
was essential, and that, in particular, it was necessary to examine how far the Governments 
had been able to follow the provisional instructions given in the report of the Committee of 
Budgetary Experts (document .C.182.M.69.1931.IX). For this purpose it constituted, on March 
16th, 1932, a Techmcal Comm1ttee with the following terms of reference : 

(a) To study the documentation regarding national defence expenditure supplied 
in accordance with the decision of the League Council, dated May 23rd, 1931 ; 

(b) To study the documentation, information and additional explanations to be 
supplied by the delegations of the States represented at the Conference ; 

· (c)· ~o study the technical questions in connection with the limitation and publicity 
of expenditure which the Commission may subsequently consider it advisable to refer 
to the Committee ; 

(d) To submit to the Commission in due course reports on the questions referred to 
it for examination. 

III. WORK OF THE TECHNICAL COMMITTEE. 

The Technical Committee's report (document Conf.D.IS8) was communicated to all the 
delegations represented at the Conference at the beginning of May 1933. That report, the 
result of thirteen months' work, is unanimously regarded by the Expenditure Commission as 
a remarkable piece of work. It deals with every technical aspect of the problem of the limitation 
and publicity of expenditure. The conclusions it contains are based on a complete examination 
of the documentary information supplied by nineteen States, including all the great military 
Powers of the world, and a partial examination of the documentary information supplied by 
ten other States. Taken together, the expenditure of these twenty-nine States represents 90% 
of the military expenditure of the world. 

The Expenditure Commission considers that the Technical Committee should continue 
its work by examining in turn the information supplied by the other States represented at the 
Conference and submit to it a subsequent report setting forth the essential facts regarding 
those countries. In that connection, the Committee notes that a number of States have not 
yet sent particulars of their national defence expenditure, 1 and the information sent by other 
States is incomplete. 1 . 

The Expenditure Commission recommends that an urgent appeal should be sent to these 
Governments to submit the necessary documentation without delay in order to enable the 
Technical Committee to complete its work. 

IV. WORK OF THE EXPENDITURE COMMISSION. 

The Commission notes that it!. terms of reference consist in the examination of the technical 
conditions for the possible application of the most suitable system for the limitation 
and publicity of expenditure on national defence, and that, as the. outcome of t~e General 
Commission's resolution of July 23rd, 1932, it has not to constder the question of the 
desirability of such limitation or publicity. 

In the course of the discussion, certain delegations submitted observations on the 
advantages or disadvantag_es of a. system of lim!tati~m .or .publicity. Without making. any 
recommendation on a subJect whtch does not he wtthm 1ts competence, the Expemhture 
Commission desires to draw the General Commission's attention to the various arguments 
reproduced in its. Minutes. . . . . . . . . 

The ·Expenditure Commtsst~n dtd not. feel th~t 1t could dtscuss m detatl all t~e 
points fully treated by its Techmcal Commtttee, whtch was an expert body of very spectal 
competence. On the othe~ hand, !t consid~red it desirable to .try to deduc~ fr<;>m the Technical 
Committee's report certam particularly 1mporta~t ~onclustons and to .t!ldicate c!early the 
points on which it agrees that the General Commtsston should take declStons. Thts was the 
object of the discussion which took place in the Expenditure Commission between May 22nd 
and 27th. . . . . 

The principal conclustons to be drawn from that dlScusston are set forth m Nos. V, VI, 
VII and VIII below. 

1 Afghanistan Sa'udi Arabia, the Argentine Republic, Brazil, Chile, China, Colombia, Costa Rica, 
Cuba, Egypt, Haiti, J:lungary, Liberia, Lithuania, Luxemburg, Mexico, Panama, Persia, Siam, Turkey, 
Uruguay, Venezuela. ·. 

The Estonian, .Greek and Latvian documentation was completed after the drafting of the Techmcal 
Committee's report. 

1 Abyssinia, Bolivia, Dominican Republic, Guatemala, Honduras, Iraq, Peru. 
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V. GENERAL CONCLUSIONS. -

The Expenditure Commission is unanimously of opinion : 
~ 

(1) That the States whose documentation has been examined up to the present will 
be able to draw up for practical purposes complete returns of their total expenditure on 
national defence, as set forth in the conventional list in Chapter II of the report; 

(2) That, in view of the present system of accounting of a number of Stat~~· it is 
not possible, for purposes of limitation, to separate with sufficient possib1hty of 
supervision : . 

(a) The expenditure on each of the three forces (Note to Article 29 of the draft 
Convention) ; 

(b) The expenditure on land (Article 10) and naval (Article 24) material 
respectively ; 

(3) That, as the accounts of most countries are drawn up at present, it is not possil;>le 
to give effect to Article 33 of the draft Convention (Publicity of expenditure by categones 
of land and naval material) ; 

(4) That the various countries' expenditure on armaments . cannot, gener.ally · 
speaking, serve as a criterion for a comparison of their armaments, but that a companson 
of the expenditure returns of the same country from one year to another will en.able the 
evolution of its financial outlay on its armaments to be followed and will prov1de very 
useful information on the variations of its armaments themselves (see Chapter XXI of 
the report). . · · · 

VI. BASES OF A POSSIBLE SYSTEM OF LIMITATION. 

The Commission is of opinion that any system of global limitation of expenditure on 
national defence which would offer the greatest possibilities of realisation would, in present 
circumstances, according to the Technical Committee's proposals, have to be based on: 

(1) The definition and the conventional list of items of national defence expenditur~ 
given in Chapter II of the Technical Committee's report ; · 

(2) A uniform presentation of such expenditure, in accordance with the Model 
Statement recommended by the Technical Committee (Chapter III of the report) ; 

. ~3) ~he payme'!'ts made en~ered in the publish~d accounts (Chapter IV of the report) 
w1thm penods and m forms smtable for the requirements of the Convention (Chapters 
V and VI of the report) ; · 

(4) A special procedure designed to take into accoun't fluctuations ~n the purchasing 
power of the currencies of the different countries ; 

(5). · A special procedure for taking into consideration unforeseeable and exceptional 
expenditure (Chapter XV of the report) . 

. . Th: technic.al instruments necessary for any system of limitation (Model Statement, 
~pe~1al m~ormahon attached to the Model Statement, reconciliation tables) would be those 
md1cated m Chapters XVI, XVII and XVIII of the Technical Committee's report. 

VII. TECHNICAL PoSSIBILITY. OF APPLYING A SYSTEM FOR THE LIMITATION OF •NATIONAL 

DEFENCE EXPENDITURE .. 

C The. foll~wing delegations pronounced in favour of the possibility of inserting in the first 
0.nv~ntoni 1h progress of ~repar~tion, a clause regarding the immediate application of the 

t~~ncchp -~ 0 k~ e aggregate lu~Jtahon of national defence expenditure : Belgium, Brazil, 
Polan~- o;:rt~ag,alDRmark,. Fmslan?, FSrance, Gu~temala, Netherlands, Norway, Panama, 

Th •. oumama, pam, weden: Sw1tzerland, Yugoslavia. 
modific:~fo~~~~~att~~n!c~~~~~a~~Yt~~tthe purmg in\olorce of limitation will no doubt call for 
~alid ar~umen~ against the conclusi~r;:s ~f s:vU~it!~:~~· but they. do not regard this as a . 
mtern:!tJOnal dtsarmament necessarily l·nvolves . t 1 f Convention. Any measure of 

0 h d I . m erna re orms 
t er e £gatwns whether they a t th · · 1 · 

they hold the view that this principle c~=~ t e PJmctp e of limita.tion (Japan), or whether 
Defence Expc·ndil ure Commission but onlynby ~h ~ust not be d~sc~ssed by the National 
Cuba, Germany, Hungary and Ita! . see IV ab e en~ral Comm1ss1on (Austria, Bulgaria, 
necessary for the application of ure 'propo d ovte), constder that all the technical conditions 
and that hence it is not possible to apply th~s :yst em .are not at present fulfilled in all States 

These same delegations are of opinion thaf~hem Immediately. 
of fo~~ or five years would be necessar before it e enforcement o~ publicity during a period 
condthons necessary for possible limitat~>n could b ct~:it b: ascertamed that all the technical 
have to be re-examined at the end of this period te ~ .~ and that hence the situation would 
system of. limitation into practice. 0 ecJ e whether it was possible to put the 
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Owing. to the fact that ~he technical instruments of limitation and publicity proposed by 
the ~O~mittee are approXImately the same, the Japanese delegation considers that the 
apphcabon of compu~s_?ry and supervi~ed .publicity (see IX below) would also facilitate the 
fulfilment o.f the conditions for the puttl~g mto.force of limitation, particularly the production 
of the pubhshed. accounts by all States m a swtable form and within suitable time-limits. 

The .dele.gabon~ of. Austria, Bulgaria, Cuba, Germany, Hungary and Italy consider that 
the ~uttmg mto practice of co~pulsory and supervised publicity (see IX) would in itself 

. constitute one_ of the most effective methods of bringing about and supen.·ising a substantial 
measure of disarmament. 

• • • 
The Expe~diture Commission feels called upon to state briefly in its report the principal 

~rguments Which have been put forward by certain ddegations against the possibility of the 
immcdiate application of the system of limitation, and the refutation of those arguments 
by the delegations which consider an immediate application of limitation to be possible . 

• • • 
The principal difficulties which, in the opinion of the Austrian, Bulgarian, Cuban, German, 

. Hungarian and Italian delegations, would stand in the way of the immediate application of the 
principle of budgetary limitation adopted by the General Commission on July 23rd, 1932, are 
the following : · 

(1) Fluctuations in purchasing poweY, - In this connection, the above delegations 
expressed the opinion that, in the present economic state of the world, and particularly owing 
to the abandonment of the gold standard by the United States, it is impossible to be sure that 
the fluctuations in the purchasing power of currencies in the near future will not render the 
system of limitation of expenditure inoperative or will not hamper its effective working. The 
creation of a living organ, as provided for in the Technical Committee's report, would not be 
sufficient to surmount these difficulties: · 

(2) Present state of accountancy in certain countries. - These delegations pointed out 
that : 

(a) Great inequality exists in the different countries as regards the subdivision of 
expenditure in the accounts, so that the examination of the figures of the Model Statements 
is often rendered very difficult . 

. (b) Certain countries only close their accounts a long time after the end of the 
financial year, and it is for this reason that the Committee has been forced to recommend 
that the accounts be published sufficiently promptly to make it possible for the 
Model Statements to be produced, at the latest, fourteen months after the end of the 
financial year. 

(c) Even if this abridged time-limit was observed, the figures contained in the Model 
Statements of those States could only be checked with considerable delay, and this would 
be disadvantageous to the States which closed their accounts early. 

(d) Certain States have been in arrears as regards their accounts for a very long time 
(as much as nineteen years), and hence they are not at present in a position to submit 
absolutely reliable documents for the examination of the figures of the Model Statements. 

(e) In the last resort, all these difficulties of accountancy are caused by the laws and 
the administrative systems of the respective countries, and, even assuming the greatest 
goodwill on the part of all countries to remedy the defects in their accountancy, it may be 
doubted whether they will succeed in doing so within a short time and to a sufficient 
extent. 

• • • 
In reply to these objections, the delegations which pronounced in favour of the immediate 

application of limitation pointed out that decisive importance must not be attached to the 
· arguments adduced. · 

In the first place, as regards the question of fluctuations in purchasing power, it was 
observed that the system of adjustment recommended by the Technical Committee would 
permit of a readjustment of the limits, which would thus retain all their contractual value. 
Only very rapid and violent fluctuations, like th~ fal~ of the. German mark in 1923, could, in 
theiropinion, prevent such a system from operatmg m a satisfactory manner. 

:Moreover, all fluctuations in purchasing power do not seem likely to lead to requests each 
year for the adjustment of t~e figure for the limitation of. expenditure .. On. the contrary, an 
increase in prices usually ob~iges a State to effect ~conomies and to mau~t~m. the amoun.t of 
its credits at the same nommal figure. Here the idea of budgetary equibbnum comes mto 
play; the figure of expenditure is subordinated to that o~ receipts. E~perience shows, howe_ver, 
that the receipts figure only follows the movement of pnces slowly, smce part of the receipts, 
the "specific " receipts, being calculated by weight and volume, are independent of the 
movement of prices. . 
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As regards the observations concerning accounts, it was pointed out : 

(a) That the degree of specification of a budget or an ac~ount depended, not o!llY 
on the number of divisions but also on the rational classificahon of expenses accordmg 
to their nature and purpos~. While this question is of undeniable import~nce from the 
point of view of publicity, the accuracy of the. ~ggregate tot.al. ?f n!lt10nal defence 
expenditure does not depend on the number of diVISIOns and subdivlSlons m the accounts. 

(b) and (c) Under the system proposed by the Technical Committee, the checking 
of the Model Statements supplied as evidence of limitation can only take place after the 
production of the statements-i.e., after a uniform period of fourteen months from the 
end of the financial year ; hence the checking of the observance of the ~ontractual 
obligations will take place in equal conditions for all States. Furthermore, 1~ order to 
remedy the length of the delay in producing the statement providing evxdence of 
limitation, the Committee provided for a supplementary publicity (see VIII, below) 
which will enable the Permament Commission to follow constantly the financial outlay 
devoted by each State to its national defence. 

(d) and (e) While it is true that certain States at present publish their accounts with 
great delays, it should be observed that the Expenditure Commission has taken note of 
the solemn undertaking entered into by certain delegations to publish their accounts 
within time-limits fitting in with the requirements of the Convention. Thus, the French 
delegate has undertaken that the Bill for the settlement of the first exercice which will 
be taken as a basis for the Convention will be laid before Parliament with the published· 
accounts in support of this Bill twelve months after the end of the financial year-i.e., 
in time for France's Model Statement to be produced fourteen months after the end of the 
financial year. As regards the previous exercices, the French delegate undertook that 
payment returns authenticated by the Audit Office would be produced in good time. 
A similar promise was given by the Belgian delegate. It seems sufficient to render possible 
the application of the system of limitation for all States to assume contractual 
undertakings in the Convention similar to those already announced by France and Belgium . 

• • • 
The Japanese delegation specially emphasised the importance which it attaches to the 

indepen_dence, in !~lation to the executive author~ties of the higher supervisory organs 
responsible for auditmg the accounts, and to the necessxty of ascertaining that this independence 
is assured in every country before the system of limitation is applied . 

• • • 
The United Kingdom delegation, not having yet completed its examination of all· 

the probl~ms p:esented by the report of the Technical Committee, reserves its opinion regarding 
t~e .Prll:chcabihty at the present time of the application of a system of global budgetary 
limitation. · 

The Canadian delegation reserves its opinion until the competent services of its 
Governmen~ h_ave. been able to give an opinion on the immediate possibilities of applying the 
budgetary limitation proposed in the Technical Committee's report. 

The Indian delegation cons~ders that it is clear from the report of the Technical Committee 
that, f~om the documents furmshed by some count:ies and from the fact that a number of 
countnes have no~ yet b~en able fully to comply with the requests to submit documents it 
w~?l: not ~e possible to mtrod~ce at present a satisfactory system even of global limitation 
w 1c wou _oper~te equally stnctly on all States and which could be submitted to the same 
degree of verification. In order to introduce such a system in the future it ill b f 
a nu_m_ber ~f countries to effect considerable changes in their syste~s owf e nectessary odr 
adm1mstrahon. accoun ancy an 

VIII. BASES OF A POSSIBLE PUBLICITY SYSTEM. 

The Commission is unanimously of opinio th t · · · 
expenditure put into effect in a form to be definn d. a th ststem of. publicxty for national defence 
of Article 7 of the report" of the Bureau of th e C 10 f e onv( entxon and supervised on the lines 
Conference Documents, Vol. II) by the bode on ~rdendcef se~ docume!lt Conf.D.fBureau 39, 
possible. Y provl e or m the sa1d Convention is now 

As regards putting such a system into p t• h 
mentioned in Chapter VI under Nos. 1 to rae lee, _t e fundam~nta~ factors should be those 
should be the Model Statement the parf 3 1above • the techmcalmstruments of publicity 
reconciliation tables. ' leu ars attached to the Model Statement and the 

It should, however, be remarked that ublicit . . . 
of Model Statements of the payments mad P b t Y will be based, not only on the sending-in 
of the estimates of expenditure at the tim:~f ~h also c;>n the pre~aration of Model Statements 

e votmg or passmg of the budget and on the 
.. :1> 
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commu~cation of the laws or administrative acts which modify the initial estimates of 
expenditure, so t~at the supervisory body provided for in the Convention will be in a position to 
follow the ftnanc1al outlay devoted by each State to its national defence (see Chapter XIX 
of the Technical Committee's report). 

IX. SUPERVISION. 

The Bureau of the Conference, in its report on the question of supervision, dated November 
17th, 1932 (document Conf.D.148), requested the various technical committees to consider 
whether, as r~gards certain special subjects, other methods than those proposed by the Bureau 
for the exere1se of supervision would be better suited to their special technical requirements. 
While observing that a Sub-Committee of the Bureau, in a later document (document Conf.D./ 
Bureau 39), redrafted the text of the original report on supervision, and, while remarking that 
the above-mentioned documents of the Bureau have not yet been approved by the Conference, 
the Technical Committee complied with this request by putting forward a few special 
recommendations with regard to the supervision of the clauses of the Convention concerning 
the limitation and publicity of expenditure. 

The Expenditure Commission submits to the attention of the General Commission these 
recommendations, which appear in Chapter XX of the Technical Committee's report. 

X. MISCELLANEOUS CONSIDERATIONS. 

Certain delegations emphasised the great importance they attached to the CQnsiderations 
outlined in Chapter XIII of the report, Point 5, and also in Chapter XXI, Point 8. These 
considerations emphasise the necessity, when the limits come to be fixed, of taking into account 
the special situation of each State in accordance with Article 8 of the Covenant of the League 
of Nations and of certain particular conditions which might result from their economic and 
financial situation. The Commission's attention has also been drawn to the fact that the limits 
of expenditure should not prevent the contracting States from regularly carrying out the 
programmes for the manufacture or construction of materials which may be drawn up within 
the scope of the Conference's decisions or of the limitations laid .down in other conventions 
which may remain in force. 

XI. SUBSEQUENT WORK. 

The National Defence Expenditure Commission wishes to draw the General Commission's 
attention to the fact that, in the event of the acceptance of the principle of limitation or 
publicity of expenditure, it will be necessary to proceed subsequently to the drawing-up of 
detailed instructions, taking due account of the special administrative characteristics of the 
different States, with regard to the expenses which are to be included in the Model Statement 
under the appropriate headings. 

The Expenditure Commission recalls what was said under No. III above with regard to the 
continuation of the Technical Committee's work. In order to permit of the drawing-up of 
instructions applicable to all countries, it seems particularly important that the Tec~nical 
Committee should be in a position to examine the documentation of all the States w1thout 
delay. 
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APPENDIX. 

TABLING OF DOCUMENTATION SUBMITTED BY GOVERNMENTS DATES OF 
OPENING ·OF THE PROCEDURE OF EXAMINATION. 

(lVote by the Secretariat, November I935) 

This publication does not include the ephemeral documents of. the National Defence 
Expenditure Commission, the purpose of which was to inform .delegations of the tabling of 
the documentation submitted by the various Governments and of the dates on which the 
Technical Committee inaugurated the procedure of examining those documents that were 
considered in 1932 and 1933. 

Appended is a list of these documents, showing the countries to which they refer and 
their dates. . 

As regards the tabling and examination of the documentation of countries not included 
in the following list, certain particulars will be found in the Memorandum of February 14th, 
1934, on the procedure followed by the Committee in examining the documentation of various 
States. This document appears on pages 31 to 33 of Volume III of the Technical Committee's 
report. 

Date 

1932: April 19th 
April 27th 
"May3rd 
May 2oth 
May 25th 
May 28th 
June 14th 
June 2oth 
June 22nd 
June 29th 
July 8th 
July 12th • 
July 13th 

July 15th 
September 14th 
September 17th 
September 23rd 
September 24th 
October 17th 
November 7th 
December 8th 

1933: February 13th 
May 2oth 
June 7th 
June xoth 
October 19th 
October 27th 

Reference No. of document 

· Conf.D.JC.D.xo .. II .. I3 .. 22 .. 25 .. 28 .. 29 .. 30 .. 3I .. 32 .. 34 .. 35 
36 

.. 37 .. 38 .. 39 
40 .. 4I .. 33(1) .. 42 .. 43 

.. 44 .. 45 .. 49 .. . so .. 5I .. 52 

Countries whose documentation 
has been examined by the Technical 

Committee 

United Kingdom and Switzerland 
India 
France and Sweden 
Denmark, Czechoslovakia, and Poland 
Germany 
Belgium 
Italy 
Irish Free State 
Netherlands and Union of South Africa 
Norway 
Roumania 
Bulgaria 
Japan and Union of Soviet Socialist 

Republics 
Yugoslavia 
Austria 
Finland 
New Zealand 
Australia 
Albania 
Canada 
Portugal 

Spain 
Greece 
Latvia 
Estonia 
Lithuania 
Mexico 


