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The National Defence Expenditure Commission was set up b the General C
of the Conference for the Reduction and Limitation of Armam‘:nt)s’ on Fe;nem‘:y 2(;!33“::;302'1

At its seventeenth plenary meeting on February 24th '
the following conimi s g Y 24th, 1932, the Conference had adopted

* The Conference,

‘* Approving the proposals of the Bureau on the action to be taken in regard to the
plans and proposals which have been placed before it :

<

I. Decides to transmit to the General Commission these plans and proposals,
as well as the draft Convention (with annexes) prepared by the Preparatory
Commission, which may serve as a framework for the work of the Conference ;

“ 2. Requests the General Commission to proceed to a preliminary study
of and to co-ordinate the said plans and proposals and the dratt Convention ;

‘“3. Decides that, without prejudice to the Rules of Procedure, ? the General
Comm_ission shall be authorised to constitute, as and when the need arises, such
commissions, sub-commissions or committees as it may consider desirable, and, in
particular, the Land, Naval, Air and National Defence Expenditure Commissions.

*“ Such commissions, sub-commissions or committees will report to the General
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 : M. A. pE VasconceLLos (Portugal) ;

Vice-Chairmen : M. J. VALDEs-MENDEVILLE (Chile),
M. S. RapuLesco {Roumania) ;

Rapporteur : M. J. P. A. Frangois (Netherlands) ;
Co-Rapporteur : M. R. JacoMEeT (France), appointed on May 23rd, 1933 ;
Secretary : M. Finn T. B. Friis, Member of the Disarmament Section of the

, Secretariat of the League of Nations;

Technical Adviser : 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. RapuLEsco (Roumania), with Mr. LyoN (United Kingdom) as Vice-Chairman, later
replaced by M. pE MopzeLEwskK1 (Poland). Its General Rapporteur was M. JacoMET (France).

The present volume contains the Minutes of the Expenditure Commission and, as anncxes,

- 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.

t Part V of the Rules.of Procedure reads as follows :
V. CoMMISSIONS.

* 4. The Conference shall have the right, according to the exigencies of the business on hand
and convenience of work, to set up commissions on which all delegations may be represented by a
delegate, who may be assisted by advisers, experts and secretarics. Committees may also be set
up consisting of delegates of a limited number of countries. .

* 2. Each commission shall appoint its Chairman and its Vice-Chairman or its Vice-Chairmen
and shall, at the appropriate time, appoint one or more Rapporteurs.

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

S. 4. N. 1310 (F.) 1143 (A) 12/3%. Imp. du . de 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 x. Fourth line from foot of page. After the word ‘‘ agenda '’ insert ** 1",

Footnote to be added as follows : ‘‘! See Documents of the National Defence
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 7. Instead of ‘' limitation of the special heads ”', read :
. * separate limitation of the expenditure of each of the three arms ",

Page 87. Last paragraph,line 4. After the word ‘' resolution ** insert **3 "',
Footnote to be added as follows : ‘' 3 Document Conf.D./C.D.46 .



FIRST MEETING
Held on Saturday, February 27th, 1932, at 12 Noon.

The Right Honourable A. HENDERSON in the Chair.

1. ELECTION OF PRESIDENT.

The CHAIRMAN said that the National Defence Expenditure Commission had met, in
pursuance to the decision taken by the Bureau of the &emference on the previous day, to
proceed, in accordance with Article s, paragraph 2, of the Rules of Procedure, ta elect a
President, Vice-Presidents, 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. RarPHAEL (Greece) proposed that the Commission should elect only its President
at the present meeting and that the appointment of Vice-Presidents and Rapggrteurs should
be postponed until it was known who the members of the Commission were to be.

Agreed.

M. DE VascoNCELLOS (Portugal) was elscled President by acclamation.

SECOND MEETING
Held on March 10th, 1932, at 10.30 a.m.

M. DUFOUR-FERONCE in the Chair and, later, M. VALDES-MENDEVILLE.

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

M. Durouxr-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. VaLDES-MENDEVILLE (Chile) and M. RADULEscO (Roumania) were elected by acclamation
Vice-Presidents of the Commission.

M. VALDES-MENDEVILLE then fook the Chair.

M. Frangols (Netherlands) was appointed Rapporicur lo the Commission.

3. PROGRAMME OF THE COMMISSION'S Work.

' roposed that the Commission should deal with the third point on its
agenge—ﬂrﬁg;?gepatg%slfsbment of a programme of w_ror_k. He reminded the Commission
of certain general principles adopted by the General Commission on the proposal of M. Bened—
viz., (1} the General Commission deals with all questions of principle ; (2) the questions thus
examined by the General Commission are referred to special commissions ; (3) questions which

NAT. DEF, EXP. CONM. 1.
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do not require to be first discussed in principle are referred direct to the special commissions ;
(4) the sp%cial commissions report to the General Commission ; they may alsodsulilrpll: to tulllg
latter any questions of principle which might arise during their discussion gml w. hlc Gwo

necessitate a decision by the General Commission. Acting on these princip es, the eneral
Commission had already referred to the Commission a number of questions specified in the
last chapter of document Conf.D.103. Naturally, this list was not binding in respect of the
order of the work, and the Committee was free to adopt the method which it considered the

most suitable and, consequently, to fix its own agenda. .

The President wished to draw the Commission’s attention to S:ertain 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, which were dealt with in
part of the report by the Committee of Experts on Budgetary Questions, had been referred
to the Commission. As regards the limitation of armaments by budgetary means, the principle
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 Commission had not made
any recommendation regarding Article 1o of the draft Convention, which 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. pe MopzeLEWSKI (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 1, 2 and 3 were taken from the draft Convention, while
Item 4 was taken from the experts’ report and embodied Items 1, 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 glace. 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 questions '
contained in the report, the Commission encountered points with which it was not competent
to deal, it would omit them and would restrict its work to questions with which it was directly
concerned. M. de Modzelewski thought this was the most practical solution, and he made a
formal proposal to the Commission to begin by discussing the experts’ report item by item, while
reserving the right to raise any other questions with which the experts had not dealt. '

Colonel KARMANN (Germany) wasglad tobeable toagree in substance‘to M. de Mo i’
proposal. He agreed with him that the report by thegéommittee of Experts wasd:e\l:;iklo?
exceptional value. The German delegation could subscribe to the whole of some chapters
of the report. But certain other chapters had become quite out of date, not through an
fault of the experts, but on account of changes which had taken place‘ in the moneta.ry
situation of various countries. Certain questions which had been studied by the experts woulcjir
have to be dealt with afresh by the Commission. Moreover, the work of the experts in respect
of the principle of lnmltatlo_n presupposed the adoption of the indirect method of limitatri)on
This was, at an rate, the impression gained by reading the report as a whole. It was cleax"
that the Commission could not at present engage in a discussion on limitatiot; of budget
expenditure as provided for in Articles 10 and 29. On the other hand. the uesti gef a}rly
pubhcn_ty‘of expenditure as groposed in Report No. III of Sub-Commission,B of t(llleefs’r“m O tory
Commission (document C.P.D.40) and the report of the Committee of Budgetarfpl%;?:r?s,

u

(document C.P.D.go) and the last report by th i i
e oo of ioego) nd discussion.por y the Committee of Experts might use lly form -

Colonel Karmann therefore proposed to begin b{ discussing the
d

expenditure and, in particular, the questions raise Publicity of budgetary

y Article 38 of the draft Convention.

M. GicNoux (France) supported M. de M i '
examination of the experts’ rl:all))ort. It w:s clgg.rzetI:x::ktlhse pr0p0§al regarding the: immediate

2 and 3 in the list submitted to the Commission were indquestl_ons referred to in Items 1,
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f:lixﬁzc;g ::l;xtlhfg::e(\):oliini(:fattig: :.:d %q\ﬂd therefore be examined together with that question
of currencies raised problems of grepe s report. While fluctuations in the purchasing power

: : . at importance, those questions were neverth
since they did not seem likely to involve the actual pginciple of limitation. eless secondary,

M. MusHAko]I (Japan) sup
that certain questions had
that any questions which
by the experts should be i

ported M. de Modzelewski's proposal. He pointed out, however
not been sufficiently discussed by the experts. He therefore proposed

might arise during the examination of the various points studied
nserted in the Commission’s agenda. P

* Mr. GRIEVE (United Kingdom), whil i is '
the discussion an the reaos bg ), while supporting the Polish delegate’s proposal to base

the Committ i i
with highly technical sabjects Yy ittee of Experts, pointed out that this report dealt

and was concerned with the book-keepi i
The experss had based thls eaart o ¢ book-keeping aspect of the questions.

e € the principl imitati
principle had not yet been adopred principle of budgetary limitation, although that

He thought two crucial points arose for consideration. The first was that referred
to in document Conf..l).xo3._ltem_x (@) of the last chapter——namely, the study of
the budgetary method in consideration of fluctuations in purchasing power. This subject

had a vital effect on the entire question, and it would have to be considered by a committee
of economists.

In the second place, it was difficult to find a common monetary denominator, The position
had changed since this question had been discussed by the budgetary experts. If they had to
draw up a report in present circumstances, they might have made reservations on this subject.

For publicity to have any real meaning, it must be capable of expression in a
common monetary denominator. This was impossible when currencies and the purchasing
power of gold were constantly changing. He therefore thought that the questions should be
discussed by the appropriate committees before the National Defence Expenditure
Commission came to discuss the method. To deal with the report of the budgetary experts

as lllfl nothing had happened since it was written 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 all the necessary
expert advice at its disposal for expressing such an opinion. It would therefore be gremature
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 comparing 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 purchasinf 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. pE MopzeLEwskI (Poland) did not deny the justice of the remarks made by the delegate
of the United Kingdom. He even thought that the example given by that delegate was not the
most convincing one and that many other examples could be cited. It was, nevertheless, more
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.

. ux (France) was struck by the Norwegian delegate’s remarks regarding a
passa?ge ii“iﬁg expgrts‘ rel))ort dealing with fluctuations in the purchasing power of money.
He thought the two points of view could easily be reconciled. It would be sufficient to admit
the necessity for a special study of the question of purchasing power within the framework

of the experts’ report.
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the Norwegian delegate. The Swedish delegation
tions should be studied from the point of view
f principle but of a desire to find the most .

M. SANDLER (Sweden) agreed with
had already proposed that the budgetary ques
of purchasing power. This was not a question o
suitable methods of application.

sion, noted M. de Modzelewski’s proposal that

the Commission should take the report by the Committee of Experts as a framework for its
discussion on the understanding that, as and when questions arose which had been reserved
by the General Commission, they should be omitted. Other delegates had emphasised the
special importance of certain questions and had formulated reservations on the subject.
There had, however, been no objection in principle to taking the report by the Committee
of Experts as a basis of the discussion. In order to give more concrete form to the Polish
delegate’s proposal, the President suggested that the Commission should leave it to the
Bureau to draw up a definite proposal regarding the programme of work, while taking
into consideration the valuable exchange of views which had just taken place.

The PRESIDENT, in summarising the discus

M. pE MODZELEWSKI (Polansl) accepted the President’s suggestion. He wouldlike, 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 Regublics) 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
which he had given at the outset of the Polish delegate’s proposal.

M. p& MopzeLEwsKI (Poland) accepted M. Lounatcharski’s proposal.

Dr. Mary WooLLEY (United States of America) thought that, as a matter of procedure,
they should adopt the principle—which was of such great importance for all their work—of
budgetary limitation, and that they should then consult experts as to any question of
currency fluctuation which might arise.

The PRESIDENT replied that the discussion referred to the agenda and that the Commission
was considering a proposal to request the Bureau to draw up an agenda which would take
account of the important suggestions made, in particular, by the delegate of the United
Kingdom, while adopting the report by the Committee of Experts on Budgetary Questions asa
framework for the discussion.

Agreed.

THIRD MEETING

Held 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./C.D.2).

o wg‘l:. PRESIDENT read the proposals of the Bureau regarding the Commission’s programme

M. pE MopzeLEWsKI (Poland), while payi i i
2 ( ’ ying a tribute to th
Bureau, which had taken into consideration all the remarks mafiew ::ktl?:c;:vlr)il:)sl?se?ng?tig{ge
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to insert this question at the beginning of the programme. This had been done to clear th

ground for the discussion of other questions by the acceptance of a principle which had alreatd;
been adopted by the Committee of Experts and Commission B of the Preparatory Commission.
Nevertheless, in spite of the advantage of this method and of the confidence which could
be placed in the Committee of Experts, the Commission could not blindly accept this principle.
Moreover, this question was closely connected with other points which formed its premises.
It was not without good reason that the Committee of Experts had only dealt with this
problem in Chapter 24—that is to say, at the end of its report. The Committee of Experts
had reached its conclusion as a result of the synthesis of numerous other questions, particularly
those dealt with in Chapters 4, 8 and 19 of the report. The Commission could not investigate
this problem without previously examining the premises, which consisted not only of the
questions dealt with in the above chapters of the report but also of the question of recruiting
and other technical problems which had possibly not been taken into consideration by the
Committee of Experts. For these reasons, M, de Modzelewski proposed to exclude this question
from the section devoted to preliminary questions, and to insert it at the end of Chapter D),

The PRESIDENT explained that the Bureau had thought fit to insert this point among
the preliminary questions to be discussed by the Commission, partly for the reasons connected
with the previous history of the subject, to which M. de Modzelewski had alluded. Before the
Committee of Experts had sat, Sub-Commission B had, indeed, reached the conclusion that the
cumulative effect of the differences in the various elements of national defence expenditure
made it impossible to compare the strength of these countries on the basis of expenditure
figures. In inserting this point at the beginning of the programme of work, the Bureau had
desired to obviate any misunderstanding on this subject during the later discussion. Never-
theless, if 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. 1f the question
of the possibility of comparing the forces of various States on the basis of exﬁenditure 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 Brouckére's
speech and by reading the report of the Committee of Experts, that it would be uscless 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 countrics.
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, during the discussion
fresh information would be available of a nature to change the Commission’s opinion. The
Commission would be only too glad to receive such information. In the meantime, it was s.lmplcr
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. pE MopzeLEWSKI (Poland) regretted that he could not agree with theNorwegian delegate’s
explanations. He would have had no difficulty in accepting them if the Commission had been
the General Commission and if it were a question of principle. In that case,in order to facilitate
the work, it might have been advisable to raise the principle in question from the outset.
The question was, however, not before the General Commission, but before a special commission.
It was not a question of principle, but a technical question which had to be solved on the
basis of figures. In making these remarks, he did not wish in any way to anticipate the attitude
of the Polish delegation regarding Chapter 24 of the experts’ report. Perhaps his delegation,
would reach the same conclusion as M. Lange. Nevertheless, before discussing this question
it was the Commission’s duty to examine all its premises. It would obviously have been possible
to facilitate the work by omitting this question from the outset on the ground that it had alrea.dy
been settled by the Committee of Experts. That would, however, be incompatible with
the task assigned to the Commission—namely, to re-examine all the premises, even if that

examination led to the same conclusxoq.
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M. VenTzoFF (Union of Soviet Socialist Republics) wished to make some remarks on be

of the Soviet deleg(ation regarding the programme of the Commission’s work on thedba:}s of
the general attitude adopted by his delegation towards the question of budgetary ni'e lg: 1<t>ps.
In the Preparatory Commission, the Soviet delegation had pointed out that the only efiec 13:::
means of reducing war material and effectives was the method of direct reduction. In i
second draft Convention, the Soviet delegation had expressed 1t.self deﬁmte}y in favoug of
a method of reduction of military expenditure following upon the direct reduction of effectives
and war material. The Soviet delegation could give its support only to a reduction of national
defence expenditure which would take place simultaneously with an appreciable reduction
in eflectives and war material. With this reservation, and while maintaining this point of
view, the Soviet delegation would take part in the practical work of the Commission on the
basis of the programme drawn up by the Bureau. In M. Ventzoff’s opinion, that work might
help the General Commission to establish principles for the reduction of military expenditure.

In view of all 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 ann}u}ed
by the Commission. As regards the Polish delegate’s proposal, he shared M. Lange’s opinion
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 budgetary 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 Az
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 Modzelewsf()i'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. pE MopzELEWsKi (Poland) said he agreed to the German delegate’s proposal in order
to enable a unanimous solution to be reached. He would, however, like it to be made clear
that the principle of the impossibility of 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
of the principle in question otherwise than provisionally, with the object of avoiding useless
discussions and not of precluding the possibility of subsequently reaching a different conclusion.
He proposed to amend point Az of the programme to read as follows : ‘

“‘ Acceptance of the principle laid down by the Committee of Experts on Budgetary
Questions that it is impossible 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 of its work, the provisional acceptance of the impossibility of comparin d
expenditure in different countries. P _ y paring budgetary

_ Mr. BarNEs (United Kingdom) supported the Bureau's proposal
United Kingdor_q could not admit that budgetary expenditure gnagled :;1 c
between the military strength of different countries. Previous Commi

on this point. If the Polish i ith thi ;
cleared up at once, olish delegate did not agree with this conclusio

The delegation of the
omparison to be made
ssions had been agreed
n, the matter should be
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M. pE MODZELEWSKI (Poland) did not wish to doubt the principle itself. W i

3 ; . W sh
was that the entire question should be examined and diSClll)SrSle;l ;ltﬁ: Comﬁ\a;;s!ilci'a‘:mb ﬁg
accepted the German delegate’s suggestion as explained by M. Lange.

The PRESIDENT asked whether the Commission a i i

) c greed that, in accordance with the German
delegate’s proposal, which M. de Modzelewski had accepted, the question covered by point Az
of the programme of work should remain in its present position but should be inserted again

at the end of Chapter D, so that it could be di in if this w
examination of other points. scussed again if this were called for by the

Mr. BARNES (United Kingdom) agreed on condition that it was provisionally understood
that the Commission accepted the principle laid down in point A2 of the programme of work.

The Norwegian proposal was adopled.

The PRESIDENT noted that the programme of work was provisionally accepted, 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./C.D.14) :

‘“ A. Preliminary Questions.
‘3. Necessity for a uniform presentation of figures for national defence expenditure
of the various countries (chapter I, introduction).
“g, Acceptance of the principle laid down by the Committee of Experts on
Budgetary Questions that it is impossible to compare the strength of armaments of
various countries on the basis of the figures of expenditure.

“ B. Form and Contenis of Model Statement.

" “y. 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 parliamentary votcs
(chapter 22).

‘2. Meaning and scope of the term ° expenditure on national defence ’.

“(a) Secret funds and changesin the appropriations of funds (part of chapter 3).
Proposal by the Soviet Delegation (document Conf.D.g9, page 46 (Article 35)).

“(b) "Gross and net expenditure (chapter 7).

“(c) Subsidies, loans and participations (chapter 8).

“(d) Special expenditure caused by reduction of armaments (chapter g).

“(¢) Extra-budgetary expenditure (chapter 10).

“(f) Definitions in the draft annex not exhaustive (part of chapter 12).

“(g) Carrying forward of credits (chapter 16).

“(h) Tables C, D, E and F appended to the model statement (part of
chapter 20).

“3, Classification of this expenditure.

¢ The model statement (chapter 2).
« Ea; Changes in the appropriation of funds (part of chapter 3).

“(c) Contents and classification of the sub-heads in the model statement

t I). .
(cha?‘ ?E)I )Defmitions in the draft annex not exhaustive (part of chapter 12).

* tion of expenditure for the three forces (chapter 13).
. ((3 %?l))ﬁ: Xn:md B%eppended to the model statement (part of chapter 20).

“4. Concordance tables. Derogations (chapter 14 and chapter 4).

“ . Questions specially concerning Publicity.

s y. - Date of despatch of returns. Final accounts (chapter 23).

« 5 Article 33 of the draft Convention {(chapter 19).

«3, Communication of certain laws and regulations that may bear on national

defence (chapter 2I).
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“D. Questions concerning the fixing of Limals.

“y  *Virement ' between the limits of the three forces (chapter 15).

“2, Fixing of limits so as to allow for variations in expenditure from one year
to another (chapter 17). ‘
“ 3, Fluctuations in the purchasing power of various currencies (chapter 18).

“ Proposal by the Swedish delegation (document Conf.D.g9, page 48}
(see alssg)observztions %’y the German delegation [document Conf.D.g9, page 32]).

“(b) Proposal by the United Kingdom delegation for the constitution of
a speci(al) comn?ittee of experts to study this question (see minutes of the second
meeting of the National Defence Expenditure Commission, page 3).

““ Second reading (if any) of point A2: Acceptance of the principle laid down by the
Commit:ee of Expegrt(slon Budgetary Questions that it is impossible to compare thﬁ
strength of armaments of various countries on the basis of the figures of exp_endxture.

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./C.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 onl{l 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 armaments (land, naval, air) and also as regards the separation of Head IV from
the other categories, after taking into 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. :

For these reasons, the Bureau had thought fit to propose the appointment of a sub-
committee of technical experts. This sub-committee would have a dual task—namely, the
examination, with the assistance of representatives of the Governments concerned, of
information furnished by the latter and the study of highly technical questions which would
be referred to it by the Commission, If the Commission approved this proposal, the Bureau
would undertake to submit at the next meeting suggestions regarding the number of members
of the sub-committee and the manner in which it would be composed. '

General BarBERIS (Italy) emphasised the importance of the President’s statement
regarding the information supplied by the Governments.

. M. pE MopzeLEWsKI (Poland) thought it was impossible to do useful i
introducing some order into the information supplied bI))r the Governments, l‘-;: ;l;r‘:;fihw?vliltthﬁtr}f:

immg‘(ﬁ:é’g}fsmzm asked if it was not preferable for M. de Modzele\fvski to make his proposal
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disculéiozn ililgxt);msfwsm (Poland) replied that his proposal might give rise to a lengthy
discussion. He I_iare ore preferred to bring it before the Commission after appointment o% the
- He would, however, be guided by the President’s wishes.

The PRESIDENT said that M. de Modzelewski would be fully entitled to propose the exten-

sion of the sub-committee’ :
be referred to it. ttee’s terms of reference as and when questions arose which might

M. pE QUEVEDO (Portugal) asked what criteri
. 3 a would be taken by th i i
its proposals for the appointment of the members of the sub—commirtlteel{ \\foﬁluclret;:;‘:)emr{::‘;:eg

sentatives of States accompanied by technj i
they be delegates who were also te);hnic:ll?ipzfg?s. P merely technical experts, o would

The PRESIDENT replied that the Bureau had no fixed vi is poi
€ ) h : views on this point. It
to get in touch with the various delegations before coming to any decg?on regarggglgm:gg

composition of the sub-committee. Th i il i
had sonsulted the detups e Bureau would not make definite proposals until it

It was decided to request the Bureau to submit at th )
ing the compbosstion of oy the Burean ak the next meeling concrets proposals regard-

-FOURTH MEETING
Held on Wednesday, March 16th, 1932, at § p.m.

- President: M. VALDES-MENDEVILLE.

6. APPOINTMENT OF A TECHNICAL COMMITTEE: DRAFT RESOLUTION SUBMITTED BY THE
BureAy (document Conf.D./C.D.3).

The PRESIDENT read the draft resolution drawn up by the Bureau in accordance with
the Commission’s decision at its previous meeting regarding the appointment of a technical
committee.

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.

Before opening the discussion on this proposal, the President wished to give the
Commission some explanations. As regards point 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 resolution.

M. pE MopzeLEWSKI (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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i —that was to say, the budgetary legislation of various countries and the departments
grlhfoosrec iluty it was to ptyopose, accept or supervise budgetary expenditure. Tllll_e del;gattxoxt;s
should therefore be requested to communicate any useful information on t 1s& su 1(;;: 3 a]g
the Bureau as soon as possible. For this purpose M. de Modzelewski proposfe X on1 te' .
of the Polish delegation, the addition of the following paragraph to the draft resolution

“ The National Defence Expenditure Commission invites the delegations of the
States represented therein to supply the Bureau as early as possible with complete
information on the budgetary systems in force in their respective countries (preparation
of the budget, its adoption, execution and supervision). This information must be
forwarded by the Bureau to the small Committee of Experts, which must study it and

draw up concrete proposals. *’

M. SATO (Japan) thought that the difference in the budgetary systems was such as to
give rise to considerable difficulties in the Technical Committee. From this point of view,
the Polish delegation’s proposal was highly important, and the Japanese delegation could

not but support it strongly.

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

M. p'AviLa Lima (Portugal) said that, in principle, he agreed with M. de Modzelewski.
He was, however, afraid that this proposal might carry the Technical Committee too far. He did
not wish the Committee to be made to study the constitutional law of all States and to examine
the lawfulness of budgetary expenditure. If M. de Modzelewski’s proposal aimed merely at
obtaining concise information with a view to facilitating the task of the Committee of Experts, -
M. d’Avila Lima could not but agree with it. A

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 principle 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 contrary, he had always been of opinion that
Eroper publicity formed the first step towards technically possible and morally satisfactory

imitation, 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.
In this connection, he pointed out that the information in question existed to a great extent
in 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
would always be in a position to request the delegations concerned to supply any budgets
which might be lacking. As, moreover, the Italian delegate’s suggestions would appear in
the Minutes, 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
supply of a mass of papers, and that the Technical Committee's task might be rather
hindered than facilitated by undertaking theoretical work on the budgetary systems in various
countries. In principle, he had no objection to this proposal, but wished to emphasise the
danger which it involved. As the Secretariat already had fairly complete information on
the problems involved in the Polish proposal, the delegations might be furnishing information
which would overlap that which was already available. In order to meet this disadvantage
M. Lange thought M. de Modzelewski's proposal should be interpreted 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. HutoNeN (Finland) appreciated the Norwegi ’ jcal

: ) _ gian delegate’s fears that th
Comquttec_a might be overwhelmed with a mass of papers. I§ this partiscul:r ca.si Tll?\%&ﬁ?
the situation appeared to be slightly different. The Secretariat possessed information as a
result of various enquiries, but it did not possess documentation enabling it to judge who
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is should assist the Technical

M. pE MopzELEWSK! (Poland) preferred that an addition should be made to point 3.

" The PRESIDENT asked i :
sentence to the ead cs pzin\t"ge}her the object would not be reacheqd by adding the following

“It als : . . .
as possibl 0(:‘ l&%ugs;!tsgthem to furnish the Committee with as complete information

] etary systems in force in thei i i i
of the budget, its execution anc{ its supervision), thelr respectxw..a cotntries {preparation

M. pE MODZELEWSKI (Poland) preferred that this addition should be made at the beginning

\ovfi &c::lr:: 3(ie?:§. that it should be specified that the information in question should be furnishe

M. Gieroux (France) suggested making clear that the i ion i i
be furnished in accordance with a questionna%re. © Information in question would

The PRESIDENT suspended the meeling in order lo enable the Bureau to draw up a definite text.

When the meeting reassembled, the PRESIDENT read the draft resolution in the final
form gubmltted by the Bureau, Incorporating the additions proposed :

“I. The National Defence Expenditure Commission resolves to set up a Technical
Committee consisting of the following members :

f‘,Chairman ¢ M. RADULESCO (Roumania).

“ Members: M. ARAKAWA (Japan} ; M. GroBINg (Union of Soviet Socialist
Rep_ubhcs).; M. JAcoMET (France); Colonel KissLing (Switzerland} ; Mr. Lyown
(United Kingdom) ; M. pE MODZELEWSKI (Poland) ; M. SANDLER (Sweden) ; Mr.
Norman H. Davis (United States of America); M. TUMEDEI (Italy); Commander
RODRIGUES DE VASCONCELLOS (Brazil) ; M. Worss (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 the above Committee :

‘(@) To study the documentation regarding national defence expenditure
supplied in accordance with the decision 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.182.M.69.1931.1X) ;

“(8) 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 the model statement had been prepared, as well
as with the information and explanations wkich might be required 'bK the Committee
in order to carry out its task. It requests them, in particular, to furnish the Committee,
as early as possible, with as complete information as possible on the budgetary systems
in force in their countries (preparation of the budget, its presentation, adoption, execution
and supervision), in accordance with a questionnaire to be prepared by the Technical

Committee. ” :
The draft resolution was adopted.
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FIFTH MEETING
Held on Tuesday, April 26th, 1932, at 11 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. Valdés-Mendeville (First
Vice-President), M. RapuLesco, 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 delegations represented on the Disarmament Conference.
Under its terms of reference, the Technical Committee had, in the first place, to examine 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 kind had hitherto been submitted.
The Committee’s second task was to study the documents relating 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. :

. gAs 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 21st.
The covering letter to the delegations requested them to send full particulars in three copies at
the earliest date and, if possible, before April 11th, 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 Exﬁerts 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./C.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
conform and the object it should have in view. The Committee of Experts on Budgetary
Questions had studied methods of publicity and of limitation of expenditure as provided in
the draft Convention. In its report, it had indicated the form in which it considered the model
statement should be drawn up and had recommended certain instructions which should be
flgllowgd in ﬁlhng in this statement. By examining the documentation submitted to it, the
Technical Committee had now to ascertain whether the model statement was a practical
Instrument by means of which States could set out all the expenditure on national defence
lfncum;ld by them during the course of one year. The documentation must therefore be examined
tﬁ:a":'etc sngﬁzgtig:f\ \gfwtvhzf 12231 et;n;\t/:::;l:yt of .xtlgti%nal defence expenditure, its classification, .
State, the verification of these ﬁguresnam‘iv : thet gléiigu;: pPebenobil s ot A
drawling_ up lthe fmodel statement. cuities enCOl.lntered by the States in

n its rules of procedure the Committee had provi i
byan oral procedure ; it had been aware that the \Iw)/ritt:aiegrfg:ei:i::?t:ﬁ?lgsoﬁeldure by fodlow?d
one which 14 . L s ghlonger, wasthe only
that th’: cout. ensure an eflective examination of the documents. It had therefore decided
e quti_s ions aﬁ:d observations regarding documents deposited by any Power, together

Th: rctle[; 1es .to these ‘?uestlons ar_ld any observations thereon, should be given in writing.
orally in thle%losrsr:(r:;?it?:e Eni lzabs:watmnsf and on the entire documentation would take place

presence of the delegate of the Power concerned. The Committee

had been caref i i L ek
of certain powl;lr;? reserve the right, if necessary, to make a fresh oral examination in the case
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In its rules of procedure, the Committee had laid down the principle of the simultaneity
of the exchange of information regarding national defence expenditure. The Committee had
been aware that it was impossible to examine the documents supplied by one Power if the other
Powers had not deposited complete documents. In submitting the reconciliation table, the
Powers represented at the Conference would be furnishing a means of obtaining an intimate
knowledge of national defence expenditure. It was logical and only fair that all Powers should
first have deposited complete documents in good and due form béfore the examination of the
documents submitted by any Power could be undertaken. In order to ensure the application
of this principle, the Techn;cal_ Committee had formed a sub-committee consisting of M. Sandler
(Sweden) and Colonel Kissling (Switzerland) for examining the documents received and
reporting to the Technical Committee, which would decide whether the principle of simultaneity
was sufficiently safeguarded and whether the examination of the documents could begin,
Not until this had been done would the documents be communicated to the members of
the Technical Committee and the delegations not represented on that Committee. Until
that time, the documents would maintain their confidential character and would be placed
in the custody of the Secretary-General of the Commission.

. The President then explained the mechanism for examining the documents and the order
in which that examination would take place. Although it had been decided to fix the order
by drawing lots, some Powers had stated that they were prepared to agree that their documents
should be examined 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./C.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 they were not obliged to
deposit the necessary documents until their turn 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 woufc)ie 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 for submitting
observations expired on May 1oth. 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 so.
The Technical Committee had been instructed to examine the documents. It could not carrK
out its instructions if the documents were not submitted to it. The Committee did not wis
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 so that it might
address the most urgent appeal to all the delegations to deposit the required documents at the
earliest possible date.

M. BorBERG (Denmark) agreed that the rules of procedure drawn up by the Technical
Committee were excellent in every way, and were not open to any criticism. It might perhaps
be said, however, that the general aim of the Committee’s work had been described in somewhat
categorical terms. 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 rules 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 bad made the same 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 in the order fixed by drawing lots in the case of any Powers expressing their
willingness to submit to such an examination. The Committee would, on the contrary, be
very glad to do so in order to accelerate the work.

. Marv WooLLEY (United States of America) said her Government had submitted

all thlzrdoyur?;nts requestet(i except the reconciliation table, which would shortly be deposited.

' She wished, however, to make a remark regarding the progress of the Commission’s work.
In view of the considerable time which would elapse before the Technical Commltt'ee could

submit its report, which could not be prepared for two months even if the delegations sent

all the documents requested without delay, it would appear that the National Defence Expen-

diture Commission would be obliged to postpone its work, at any rate ur_ltll 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 could sit in the morning and the Commis-
sion in the afternoon, The latter would not be obliged to postpone its 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. pE QueveEDpo (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. MassicL1 (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
questionssubmitted 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 ‘Wwas 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
defence had been included in the model statement and (2) that this expenditure had been
divided up among the categories to which it really referred. In order to reply to these questions,
the Technical Committee was not necessarily obliged to make a close study of each figure
in the model statement. It might be sufficient to make one or two random tests in the docu-
ments of each of the Powers represented at the Conference. Moreover, it might reduce the
time-limits which it had fixed, since it would no longer be necessary to make a complete
examination of the particulars supplied by each country. One thing was certain: the General
Commission would constantly encounter questions which were within the competence of the
Expenditure Commission, and the latter could not give an opinion without consulting the
Technical Committee. That explained the apprehensions felt by the French delegation,
which its representative was in duty bound to lay before the Commission.

The PRESIDENT, while realising M. Massigli’s uneasiness, pointed out that the Technical
Comrmt'tee had to leave the domain of theoretical recommendations contained in the budgetary
experts’ report and enter that of practical application ; it had to enquire whether the theoretic
system drawn ug by the experts could be put into practice. That was a long task. The
Committee would do everything in its power to shorten the work, but it must be remembered
that the delay was due principally to the fact that it had not the necessary material for begin-
ning its work. The period 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
Committee could frem day to day progressively fix the opening dates for the examination
gf 31: various Powers’ documents, the pericd would in reality be not more than forty-eight
ours.
In reply to M. Borberg, the President stated that the Technical Committee could not
take the initiative in proposing any alteration in the model statement. Its dutg was merely

to point out any defects. If necessary, it was for the Commission to discuss and decide upon
the necessary alterations,

Colonel Riazi (Persia} drew the Commission's attention to the difficultics encountered
by his Government in drawing up the model statement. The Persian army was being wholly
reorganised. The military credits for the year 1931-32 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 21st,
1932, the Government could not give the figures for the year 1931-32 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 modcl 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 received 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 theory to
practice. The essential point was to provide the Technical Committee, as soon as possible,
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 international body as the Technical Committee. The delegation of the United
Kingdom considered that the eéarliest possible submission of the documents required was the
best way to ensure success.

M. MassicLl (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 PIENAAR (South Africa) said the documents required would be deposited in a
week.

M. Lec KurTi (Albania) said the documents would be deposited in ten days.
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1 KARMANN (Germany) stated the documents regarding his country would be
subnfi?tlggein ten days ir(l German and in four weeks in one of the official languages of the

League of Nations.
Colonel MoRo (Austria) said that the Austrian documents would be furnished at the Jatest
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 Colonel MariNorF (Bulgaria) also promised to supply the
documents for their respective countries 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. Liou VoNTAo (China) said the Central Government had been requested to furnish
the documents required and they would be received shortly. He drew attention to the de!ay
which would be caused by translating these documents. He hoped that the information
regarding his country would be deposited in about a month.

M. BorBERG (Denmark) said the documents requested had left Copenhagen and were
expected at Geneva. Denmark agreed that her documents should be examined without regard
to the order fixed by drawing lots. In reply to a question by the President, he said that this
implied that Denmark waived the application of the principle of simultaneity.

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

M. ScumipT (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 number of copies of this document were printed and it might, therefore,
not be available. In this case the Estonian delegate would request the Technical 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. HutoNEN (Finland) said the documents concerning Finland were at present on the.
way. They could probably be deposited on Monday next. :

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

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

General TANCzos (Hungary) announced that the Hungarian documents had been deposited
that morning. :

Colonel Eiris (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. Caubpr (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
hoped that these documents would arrive within ten days. When the Japanese delegation
received them it would supply all the documents requested in the above-mentioned letter,
with a translation of the texts of the estimates and accounts relating to expenditure on national
defence. As regards the reconciliation table, the Japanese delegation had drawn it up in
accordance with the British 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. LaxGE (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 (Netherlands) said that the reconciliation table, the only document which was
lacking as far as his country was concerned, would be ready in a fortnight in respect of the
expenditure incurred in the Netherlandsand in three weeks in respect of the expenditure of the
oversea territories. The Netherlands Government waived the principle of simultaneity.



M. pE MopzeLEwsk! (Poland) said that the documents relating to his country would be
complete at the end of the week.

M. pE QUEVEDO (Portugal) stated that documents drawn up on the basis of closed
accounts could be submitted about May 10th.

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

M. SANDLER (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 the 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 SApik 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 1s5th.

M. PerNE (Yugoslavia) thought the remainder of the documents to be supplied by his
delegation could be deposited on May 1oth,

The PRESIDENT noted that the replies were not véry encouraging. On an average, the time
required extended up to May 10th or 15th. Four countries had waived the principie of simul-
taneity. That would somewhat facilitate the work.

M. MassicLi {France) said 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 Frinciple 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 Riazi (Persia) stated that Persia also would waive the principle of simultaneity
as soon as the documents expected were received.

SIXTH MFETING
Held on Friday, May Gth, 1932, at 3.30 p.m.

President: M. DE VASCONCELLOS.

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

Viscount MusaAKO]I (Japan) wished to state before the general discussion began that his
delegation had handed all the documents reg'ardin%1 budgetary expenditure to the Bureau
of the Commission on May s5th. 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 DIsSCUSSION.

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 'bK the Com-
mission, but there were other questions which the Commission could discuss without delay.
He referred to the agenda, which opened with two preliminary questions, namely :

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

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

NAT. DEF. EXP, CONM. 2,
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10. Discusston ofF THE FIRST PRELIMINARY QUESTION : NECESSITY FOR A UNIFORM
PRESENTATION OF FIGURES ¥OR NATIONAL DEFENCE EXPENDITURE OF THE VARIOUS
COUNTRIES : PROPOSAL BY THE GERMAN DELEGATION.

M. JacoMeT (France) said the French delegation was of opinion tha@ for any convention
regarding limitation or publicity it was indlspensable to have some instrument enabling
information to be submitted on a uniform 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 expendxgure. The dlﬁer_ence
between net and gross expenditure was often very great, .In. many countrlgs the expendlt.ure
on State enterprises was included in the budget ﬁgures, wl_n_le in other countriessuch 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 m}lx.tary budgets
were thus incomplete, 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,

Colonel KARMANN (Germany) was glad that the Bureau had placed the two cardinal
questions of uniformity and comparison 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 later. ,

He agreed with the French delegate as to the necéssity 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 Commiittee 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 :

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

‘“(r) The reconciliation tables are to be submitted on a uniform model in

accordance with the principle that the model statement must be drawn up on a
uniform basis. :

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

** In any case, the German delegation strongly supports the original proposal made b
the Soviet delegation, contained in paragra%}):s I];go and 179 gfl thep Rre)port by th}e'
Committee of Experts on Budgetary Questions set up by the Preparatory Commission,
according to which “all expenditure for the maintenance of armed forces of any country
shall be brought together in a single chapter of the State budget*”
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Mr. BARNES (United Kingdom) said that all were in sympathy with the object put forward
by the French and German delegates in respect of the uniform presentation of statements.
But he thought it better to proceed with caution. As the President had pointed out, a number
of points would have to be postponed until the Technical Committee had reached certain
decisions. For the moment he thought it was better to keep to general principles.

He understood that the German delegation had proposed that countries should be
requested to draw up 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 closed accounts.

The Commission unanimously accepted the principle laid down in this item of the agenda.

11. DISCUSSION OF THE SECOND PRELIMINARY QUESTION: IMPOSSIBILITY OF COMPARING
THE STRENGTH OF ARMAMENTS OF VARIOUS COUNTRIES ON THE BAstS OF THE FIGURES OF
DEFENCE EXPENDITURE : STATEMENT BY THE FRENCH DELEGATION,

The PRESIDENT pointed out that at the meeting on March 14th it had been decided 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 various countries on the basis of the figures of National
Defence Expenditure.

** The reply to this question will have a far-reachinf 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 considered
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 ;
* (8) Expenditure on material,

¢ Expenditure 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 50, 150, 200, or even 400 in
other countries.

* But the total expenditure on pay also varies with the t of organisation of the 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 duration of service may bring about an increase
in the expenditure for pay, on account of the necessity of recruiting professional soldiers for
training and for the cadres. Af co;;g.t(:ript army, v:;th a very short period of service, might be

ms of military organisation.
one ?‘f‘lgll:: g:;itng(i):ltxlr% 2{ pay in diﬁerg’nt cgountries, therefore, bears norelation to the number
of effectives with the colours. . ) o ) )
 Expenditure for maintaining personnel—that is to say, expenditure which aims at
immediately satisfying the material needs of effectives (food, clothing, lodging, heating,
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. ] B

*In all theserespects there are considerable divergencies. If we consider merely expenditure
on food, it will be seen that the amount of such expenditure is affected very differently by the
conditions of national production and by customs policy. ' )

The movements of internal prices vary greatly in different countries during the same

iod. -
pe Moreover, 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 the cost of maintenance
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, A

* 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, packing, lubricating grease and oil for the maintenance of the material. _

‘ The prices of these current materials vary greatly in different countries. Labour is some-
times supplied by the men of the annual levy and thus costs nothing or practically nothing,
and sometimes 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 :

. Dollars
“InBrussels . . . .. ... ... 8.34
“InParis . ... ........ 12.29
“InLondon .. . .. e s e e 15.59

“ In Philadelphia . . . ... ... 72 to 84

** This means that in America the amount of gold required to pay for one week’s work of a
mason is five times as great as in Great Britain, seven times as great as in France and ten times
as great as in Belgium, : '

" Again, the yield of the work varies in different countries. This depends on the relative
value of the workmen and their discipline, but more particularly on the method of organising
the work, the degree of perfection and industrialisation of the services.

* The expenditure on the maintenance of material therefore cannot in any way be acriterion

:irtht_er of the relative value of the materials or of their degree of maintenance in the different
mies.

* But these facts become even more evident when i i
facture ot was oots b analysing the expenditure on the manu-

** The expenditure on manufacture or construction varies accordin t i
material. Thecost ofa manufactured article includes the wages for the labgonfrfal::lflzs;egnt(feo;:ilé:
of the material embodied in the manufactured article and, lastly, part of the generalexi)enditure
of the establishment or undertaking carrying out the manufacture or construction. such as
motor l:).wer. tr:ixsport, cartage, etc. '

** 1his general expenditure is, moreover, more or less eleva i :
organisation and concentration of the undertakings and the i;:gnzictc)? l;)dfullfatlfutfgztdlﬁ-gereft()“: v
be subdivided broadly into expenditure on wages and materials. ey
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“ If we examine in turn the elements of cost price, it will be noted in the first place that
the cost of labour has always varied according to the country. There have always been
countries with high wages and countries with low wages, corresponding to the various standards
of living of the working classes. Economic and monetary disturbances since the war have
further increased these divergencies.

* A fitter received for 48 hours’ work in October 1931 :

Dollars
“InBrussels . . ... ... I 7.61
“ImLondon . ... ....... 12.50
“InParis . .. ......... 11,25 to 12.9%

“ InPhiladelphia . . . ...... 2981

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

Dollars
“InBrussels . . ... ... ... 8.69
“Inlondon .. ... ... ... 9.00
“InMilan . . . ... .. .. « o 5.35%
* In Philadelphia . . . . . . N 21.48

** These figures show how widely the level of wages varies in different countries.

_ " With regard to the material employed for the manufacture of implements of war, the
price differences are obviously less great, though still quite appreciable, According to the
Monthly Bulletin of the Permanent Office of the International Institute of Statistics, in 1931
a metric ton of cast iron was worth in Belgium $10, in France $9.64, 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 pa}crling 100 in taxes and social charges, the other two countries paid respectively 64 and 17,

3 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 high level and in
which production is stabilised have low cost prices in spite of high wages; it 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 output.

“ It will be seen from the above remarks that the elements of cost vary to an infinite
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.

** Expenditure is therefore not a criterion for comparing the armaments of different States.

“ It is thus impossible to compare the armaments of various countries by furnishing
expenditure statements. ' o '

“ But by furnishing expenditure statements in successive years, it will be possible to
estimate the course of development of expenditure by each State in respect of armaments.

* By comparing the figures for total expenditure and for the various categories of expendi-
ture contained in the model statements in each State from year to year, it 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. o

** 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 permitting of any comparison, will make it ible to follow the evolution of the expen-

; ; i diture and the various
diture of each country on armaments in relation to its total expen
c;tegories of expenditure, and will thus enable the development of the armaments themselves

to be followed. "

1z. TRIBUTE TO THE PRESIDENT OF THE FRENCH REPUBLIC.
. P . . ti'on .11st
The PRESIDENT regretted to inform the Commission that, according to informa ju
received, an attempt had been made upon the life of the President of the French Republic.
He felt sure he was voicing the sentiments of his colleagues in expressing his indignation at
this terrible crime and his sympathy with the French nation.

M. Charles DumoNT (France) thanked the President on behalf of the French delegation,‘
and said he would transmit this message of sympathy to his Government.

Dr. Mary WooLLEY (United States of America) associated herself with the President’s
remarks, and referred to the traditional bonds of friendship between the United 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 oth, 1932, at 3.30 p.m.

President : M. DE VASCONCELLOS.

13. TRIBUTE TO THE MEMORY oF M. PAauL 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 begged 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 been 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
anqther great Frenchman, M. Albert Thomas, who united all the qualities of mind and heart
which make a_ man eminent. His indomitable will and great eloquence had been placed in
the service of France and of humanity. M. Albert Thomas had devoted the last years of his
life to an institution which was an essential part of the League of Nations. His untiring activity
had made the International Labour Organisation an institution of world importance. The

members of the Commission mourned the death of thi i i f
the French delegation and of M, Albert Thomas' famil; reat man and shared in the grlef °

M. JAcoMET (France) thanked the President for his kind word for th
loss of a great Frenchman who was an honour alike to his cou;lr;ry:zlél :o(;fllzb;vnéfﬁ.hy e

The meeting rose as an expression of sympath)':.



EIGHTH MEETING

Held on ;’llonday, May oth, 1932, at 4 p.m.

President : M. DE VASCONCELLOS,

I4. DOCUMENTATION SUPPLIED BY THE FINNISH DELEGATION : APPLICATION OF THE
PRINCIPLE OF SIMULTANEITY,

_ M. Huto~EN (Finland) stated that his delegation had supplied all the required documen-
tation and waived the principle of simultaneity as regards the examination of this documen-
tation as soon as all the countries represented in the Technical 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 ! (Continuation of the discussion).

Colonel KARMANN (Germany) was heartily in agreement with the views expressed at the
previous meeting by the French delegate, as hie was also with Chapter 24 of the report by the
Committee of Experts on Budgetary Questions. He drew special attention to a passage in
Chapter 24, which stated that the impossibility of comparing the expenditure on armaments
was ‘‘ due in the first place to the fact that a number of goods and services required by the
defence organisations are not paid for in money and are therefore not reflected in the budget
expenditure "’. Other expenditure under this heading included the railway service, the post-
office service, etc., and he thought statistics should be prepared on this subject. He therefore
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.

M. pE MopzeLEwskI (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 Modzelewski
would very probably be willing to adopt the same view, but not until two months’ time,
This question  had been discussed 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 necessury
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 than it had seemed at first sight. In any case it was
impossible to discuss the synthesis — that is to say, the principle — in question without having
carefully examined the premises contained in the experts’ report. He therefore hoped that

. the Commission would conform to its first decision and postpone the discussion of this point,
which had been provisionally adopted, until the other questions raised in the experts’ report
had been considered. He reserved the right, however, to formulate certain 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,



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 comparing the military strength
of various States on the basis of their 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 the various States. General Zugaro,
in his minority report, had pointed out that persons reading the statements would automa-
tically make comparisons between the different forms according to which armaments developed
in various States. The form of the statements would lead everyone, despite themselyes,
to make such comparisons. In the Monthly Bulletin of Statistics of the League of Nations
there were figures regarding unemployment in various countries. There was a footnote on
one page of this Bulletin to the effect that these figures could not serve as a basis for comparison.
In spite of that, anyone reading the statistics contained in the Bulletin could not help making
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 to 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 the 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 unanimity 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 KARMANN (Germany) said he understood the reservations made by the Polish
delegate. He had originally proposed that this question should be discussed both at the
beginning and at the end of the Commission’s work. He now suggested that this resolution

should be discussed at the end, but he would be glad to accept the Italian resolution
without delay.

-

Dr. Mary WooOLLEY (United States of America) thought the phraseology of this item .
of the agenda—namely, the *impossibility of comparing the strength of armaments on the
basis of the ﬁgu_res of defence expenditure "*—precluded the necessity of once more going over
the ground which had been so thoroughly discussed by the Preparatory Commission. Those
arguments had been so strong and had, moreover, been so ably supplemented by the French
delegate that the question would appear to be clear. As the question had “been raised,
however, she woul.d like to express the view of the United States Government. Her Government
agreed with the idea of limitation of expenditure as a complementary method to direct
limitation in order to prevent qualitative competition in armaments if, and when, quantitative
competition had been checked. If her Government was under a misconception and there was

indeed a tendency to make direct compari i i i
I parison of expenditure betwe
Government could not agree with such a method of relz)duction. ®n various nations, her

M. pE MopzeLEWSsKI {Pol i i
he had pesnt op LELEWSK] sn ec; :il;d) r%ggetted that he was obliged to repeat the arguments which

. € report i i
of the Commission’s discussicms:g Every lp;gr of the Committee of Experts formed the basis

with the question now before the Commission L
. Logic
was not possible to act entirely against the gic ueht n



It was even quite possible that, during the discussion on the experts’ report, his colleagues
might find more than one argument which would convince him. In the meantime, the question
should remain open until the premises had been discussed. He did not mean that, at the
present time, the expenditure figures of two different countries could be usefully compared.
He wondered, however, whether comparison would not be possible on certain points of detail.
For instance, if a rifle cost Fr.10 in one country and Fr.zo in another, it might be said that
the special conditions in each country did not enable any conclusion to be drawn from this
difference in price. But if the same rifle cost Fr.zoo in a third country, it was evident that
there was a mistake in calculation and that a statement drawn up on the basis of such figures
required revision. It was in such cases as this that a comparison might be useful.

The Polish delegation was convinced that the budget represented a picture of the
armaments of a country, and that this picture was perhaps truer than that given by the
figures of effectives or material. It did not wish to draw any immediate conclusions from this
conviction as to the comparison of expenditure.

M. de Modzelewski had no difficulty in agreeing with M. Sandler's view on the value of
comparing national defence expenditure figures in different years for the same country,
Certain reservations should, however, be made on this subject in respect of special conditions
which might apply to new countries whose national defence required more rapid development,
if they were to reach the same level in this respect as other countries.

Lastly, he recognised the value of General Barberis'’ proposal. He thought a comparative
table of expenditure should be drawn up. He also admitted that it might be indispensable
to emphasise in this table the impossibility of drawing conclusions from a comparison between
the figures. He would like, however, not to express an opinion on this point until the question

of the impossibility of comparison had been settled, as previously decided 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 expressed
by the l?olish 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.

I. Meaning of the Term * Annual Expenditure "',

(a) Meaning of the Term ** Expenditure ".

The PRESIDENT reminded the Commission that this question had been dealt with in
Chapter § 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. After rejecting the
criteria of budgetary credits voted by Parliament, the commitment to enter into expenditure,
the actual delivery of goods or the performance of services, the ascertainment of liabilities
after examining invoices, etc., the Committee recommended that, * for the fu:jpose of the
Disarmament Convention, ‘expenditure’ should be taken to mean either cash disbursements
or, in the case of States which do not base their final accounts on such disbursements put whth,
on the other hand; record in these accounts the sssue of payment orders equivalent in praclice
io cash disbursements, the issue of such payment orders ": ) _ )

It was for the Expenditure Commission to decide whether it wished to adopt this
recommendation or to choose some other method. If the Commission approved the procedure
recommended by the experts, it would have to refer the question to the Technical Committee
as to what countries possess a system of accounts under which payment orders are equivalent
in practice to actual cash disbursements.

M. JacoMET (France) realised the importance of this question. He pointed out that the
Technical Committee was, in fact, entrusted with the examination of closed accounts and
would therefore in any case be compelled to consider the question it was proposed to refer
to it. It would necessarily have to ascertain whether, in a given system of accounts, payment
orders could be regarded as equivalent to actual cash disbursements, It would, however, have
difficulty in reporting on this question before it had completed the examination of the
documents referred to it. In his opinion, therefore, it would be sufficient to draw attention
to the question whether, in countries with an accounting system 1n which payment orders
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i i h orders offered

were placed on the same basis as actual payments, the figures relating to suc
uaraﬁtees arising out of the auditing of the accounts by independent juridical organs such as
the * Cours des Comptes . It should be remembered that the aim of the draft Convention
was to place the internal guarantees concerning the administration of public money on an

international plane.

The PRESIDENT replied that the Technical Committee would naturally be free to decide
as to the time most suitable for submitting its report on this question.

M. e MopzeLewski (Poland) approved the recommendation of the Committee of Experts
on Budgetary Questions and agreed that this question should be referred to the Technical
Committee for examination in the light of information arising out of the examination of the

budgets.

It was decided to refer the question to the Technical Committee in accordance with the
President’s proposal.

(b) ** Exercice Accounts.

The PrESIDENT pointed out that the question had been dealt with in the last part of
Chapter 6 of the Report by the Committee of Experts on Budgetary Questions, which had
shown the difficulty arising from the fact that, in many States, the budget * exercice " includes
a supplementary period during which payments arising out of commitments entered into
during the year to which the said supplementary period 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 iear, 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. The statements of payments suggested by the Committee of
Ex(ferts 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

ear. The final accounts did not thereby lose their value as evidence. The following words,

owever, 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.’ Although he was one of the authors of the report, M. Jacomet felt bound to say
that the presentation of supplementary accounts in no way decreased the value as evidence,
from the point of view of Limitation and publicity of expenditure, of the final accounts duly
certified by the organs entrusted in the respective countries with the safeguarding of public
credit. It was on these that the legal evidence as to limitation commitments must be based.

Colonel KARMANN (Germany) agreed with the President’s view. H it fai
b anyj ag . He thought it fair to state,
however, that, in his deleggtxon s view, the additional periods should be abgolished and state-
ments should be based entirely on annual accounts, as was the case in England. He pointed
out that under these technical questions might well be hidden important political issues.

M. bE MoDzELEWSKI (Poland) emphasised the i i i :

) ( C great importan fth tion.

indeed, very important that information should be obtainabr;e. a fz:vomorﬁ}&ugsﬁgnthlet :lvc?ssé
of the budgetary year, as to the manner in which the States complied with their undertakings -
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under the Convention. Although the solution recommended by the experts was i
1 acceptable, it

w_o_uld x}everthgless be desnrablq_: that the Technical Commitytee shoﬁfd examine tge possi-
Eglr;y g:eafteglliﬁmﬁoajdfa:oas_p:s_&ble :he acliditional periods. The difficulties would no doubt be
an nsist in a struggle against the administration and b , but

the Commission should not be discouraged by these difficulties. ’ prieney, o

It was decided to refer the question to the Technical Committee,

The PRESIDENT took the opportunity to emphasise the value of this preliminary discussion,

;:;ﬁ;::slr:ﬁght furnish the Technical Committee with the necessary indications for accomplishing

{c}) Publicity of Estimated Expenditure om the Basis of Parliamentary Voles.

The PRESIDENT pointed out that the question was dealt with in Chapter 22 of the Report
by the Committee of Experts on Budgetary Questions, which had observed that the draft
Convention did not mention the sending of returns of estimated expenditure at the beginning
of each year, as the Preparatory Commission had contemplated at an earlier stage of its work. The
Committee thought that, as limitation should apply to payments, a statement of estimated
expenditure on the basis of parliamentary votes would have no value from the peint of view
of the Convention, but would rather tend to confusion. The Committee noted, however, that
In most countries it was rather at the moment when Parliament was asked to vote credits
than at the moment when closed accounts were produced that public attention was concen-
trated on the question of expenditure on armaments. The great importunce of the parliamentary
votes could not therefore gﬁ denied. The Committee assumed, however, that in every 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 ts:e limits fixed by the Convention,
The President realised that, at the present stage of the Commission'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 Technicag Committee.

General BARBERIS (Italy) agreed that the question should be referred to the Technical
Committee. He drew attention to the last few lines of Chapter 22 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 procure parliamentary documents, he suggested that
the Commission should consider whether it woulcF be desirable for the explanations in question
to be communicated to the body supervising the execution of the Convention.

M. pE MopzeLEWSKI (Poland) wished to point out that, if the budget credits greatly
exceeded the limits fixed by the Convention, the effect would be disastrous. It was
true that great difficulties arose from the fact that total credits were voted for scveral 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. LounNatcEARSKI (Union of Soviet Socialist Republics), though not opposed to this’
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 assumed
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 Soviet delegation therefore thought that any control over
military expenditure could be effective only if it referred to the credits voted. It was in favour
of adopting the system recommended by Sub-Commission B and by the 1927 Report of the
Committee of Experts on Budgetary Questions (document C.P.D.go)—namely, (1) communi-
cation to a supervisory body of the expenditure in question as early as possible after the budget
is voted; (2) publication within the same time of information regarding expenditure
effected during the budget year, such publication to take place at regular intervals to be
determined when the question has been sufficiently studied.

M. JacoMer (France) recognised the soundness of the idea expressed by the Soviet
delegate. It was essential to supervise credits which had been voted, since, whatever the
legal significance of budgets might be, it was their amount that ultimately determined the
amount of the payments to which limitation had reference. In its first report, the Committee
of Experts had contemplated the sending of a statement of estimated expenditure. It had
subsequently encountered serious technical difficulties, as in this case corrections of the state-
ment of estimated expenditure would have to be sent whenever supplementary credits, 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 these difficulties, the Committee had
been more cautious in its second report. The French delegation was nevertheless disturbed at
the length of the period of 26 months. Moreover, it would like the credits voted to be in as strict
agreement as possible with the limits fixed by the Convention. In this connection, the Italian
delegation’s suggestion would appear to furnish the only practical solution. The French -
* delegation went further than the Italian suggestion and had drawnup a definite proposal,
which M. Jacomet read (document Con{. D./C.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 ; o

* 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

ear ;
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 ; N

‘* 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 Froper to publish them in the form of the statements of expenditure
provided for in proof of 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 pericd 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, without prejudice to the subsequent
despatch of the final budget which should take place immediately after it is passed ;

" Subsequently, any change made in the funds placed at the disposal of the
various departments concerned in 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 overcome, and possibly the French proposal might be a means to this end. -

The difficulties which arose in respect of publicity were not so great as those connected

with limitation. He would like the Technical Committee to keep separate the questions of
limitation and publicity.

11 was decided to refer the question to the Technical Committee, together wi-th the French
delegation’s proposal.

17. IMPOSSIBILITY OF COMPARING THE STRENGTH OF ARMAMENTS OF VARIOUS COUNTRIES
ON THE BAsis oF THE FIGURES OF DEFENCE EXPENDITURE (Continuation of the discussion),

o fo'lligfv E:RESIDENT submitted to the Commission the text of the Italian deleggtion’s proposal

* The Commission,

" While unanimously expressing immediately the principle of the impossibility of

compari i : . :
ﬁgurlzz‘nng the strength of armaments of various countries on the basis of expenditure

* Recommends that this impossibilit
cal publications of the League of Nation
in which the military expenditure of all P

y should be clearly emphasised in all the statisti-
s (and especially in the annual statistical tables
owers will be given in pounds, dollarsand francs).”



M. LouxarcEARSKI (Union of Soviet Socialist Republics) asked that, instead of stating
that the statistical tables would be drawn up in pounds, dollars and francs, it should merely
be said that they would be drawn up in one anﬁhe same monetary unit.

M. pE MopzELEWSK! (Poland) said that, while it had been agreed that the question should
not be regarded as finally settled, the text of the proposal was such as to convey the impression
that the Commission had finally adopted a principle which could not be finally accepted
until the end of its work. He asked that the text should accordingly be modified.

General Barseris (Italy) had no difficulty in accepting M. Lounatcharski’s proposal.
Hecould not adopt thesameattitude towards M. de Modzelewski’s proposal. It wasevident that
the great majority of the Commission realised the impossibility of making a comparison between
the expenditure figures of various States. If the word * difficulty ** were used instead of
* impossibility "', this would inadequately express the idea on which the great majority of the
.Commission had agreed. The Italian delegate left it to the Commission to take a decision in
this respect,

M. RADULEsSCO (Roumania) said there was no doubt that the words ** while unanimously
expressing immediately the principle of the impossibility . . .* definitely implied that the
matter had been settled. The question then arose as to the value of the second reading to
which reference had been made. He further pointed out that the second 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 were 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 it.

General BarBERIS (Italy), referring to M. Radulesco’s remarks, accepted his proposal,

Mr. BARNES (United Kingdom) agreed with the proposal to refer the resolution to adrafting
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 appoint a drafting commitlce, consisting of M. RapuLEsco, M. DE
MopzeLEwWsKI, General BARBERIS, M. SANDLER, M. PRENEN, M. LOUNATCHARSKI and
Mr. BARNES, fo re-draft the Italian proposal.

M. LouNatcHARSKI (Union of Soviet Socialist Republics) regretted that he could not
take part in the work of the drafting committee on account of his numerous engagements,

NINTH MEETING
Held on Wednesday, May 11th, 1932, at 3.30 p.m.

President : M. DE VASCONCELLOS.

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

M. FarskY (Czechoslovakia) stated that his delegation had deposited complete .documen-
tation. It desired to waive the principle of simultaneity in respect of the examination of

documents.

19. IMPOSSIBILITY OF COMPARING THE STRENGTH OF ARMAMENTS OF Vartous COUNTRIES ON
THE Basis OF THE FIGURES OF NATIONAL DEFENCE EXPEXDITURE (Continualion of the discussion).

The PRESIDENT read the following draft resolution prepared by the drafting committee.

*“ The Commission on National Defence Expenditure expresses the opinion that :

** If the final examination of the question as to the comparability of the strength of
armaments of all countries on the basis of national defence expenditure for any single
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 forward his resolution he had had
the impression that the Commission unanimously accepted the principle that it was impossible
to compare the armaments of different countries on the basis of their national defence expendi-
ture. It subsequently appeared that there was some doubt on this point, which would have
to be cleared up later. The drafting committee had therefore amended the initial clause 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 begp
omitted and replaced by the general phrase * publications concerning military expenditure .

Lastly, as the Soviet and United Kingdom delegations had objected to the clause regarding
the currency units in which the statistics were to be expressed, this detail had been 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. pE MopzeLewskl (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-
tionh n(fw. although it would only take effect from the moment when unanimity was
reached. :

Colonel ELLis (India) agreed with the Norwegian delegate.

.M. HuroneN (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. ’

General Tanczos (Hungary) agreed with the Italian delegate. _

) !{e wished to point out now, when the Commission was entering into details, thdt its
decisions were not final and binding, because the General Commission had not yet
discussed such fundamental questions as the reduction and limitation of armaments by
budgetary methods, publicity and, more particularly, the combining of direct and indirect
limitation. Document Conf.D.103 specified certain questions to be studied by the General -
Commission (see B, Chapter A (¢), Article 10, Limitation of Land Materials by Budgetary
Methods; and Part III, Article 29, Limitation of Expenditure).

He added that the Hungarian delegation took part in the discussion of these fundamental

- principles on the understanding that it would always have the right to revert to th .
after the Commission had taken a decision on thelr’n. 8 to these questions

Colonel KARMANN (Germany) took the same view.

. The PRESIDENT pointed out that he had made th" lear in hi i .
given the same reasons as the Hungarian delegate. s clear in his opening speech and had

General TaNczos (Hungary) expressed himself satisfied by the President’s statement.

M. JAacoMET (France) thought it was logi i isi
; h gical that, as no unanimous d d be
r};acthl::d l;egardmg the comparability of expenditure figures, no conc[lxllxslilosns eé:f:l(:inbl;adrawi:f
e therelore agreed with the Italian delegate that the resolution should be adjourned.

The Commission decided to adjourn the vole on the draft resolution.
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20. MEANING AND ScoPE OF THE TERM ** EXPENDITURE ON NaTIONAL DEFENCE .

(a) Secret Funds and Changes in the A pbropriations of Funds, Proposal by the Soviet Delegation,

The Pus:nénr pointed out that the Committee of Ex i
. ) perts on Budgetary Questions had
thought it would be appropriate to secure an undertaking that all expenditurye for armament
purposes (whether styled secret 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 Commission Jmight perhaps for the moment merely express its agreement {or
disagreement) with this principle, subject to reverting to the methods of application after

recf:eivigg the report of the Technical Committee, to which this point should no doubt be
referred.

__ The proposal made by the Committee of Experts on Budgetary Questions was, if he had
rightly understood 1t, intended to comprise that submitted by the Soviet delegation to the
Preparatory Commission, namely :

** Secret Tunds intended in a disguised form for extraordinary expenditure on special

gr%pal'tations for war or an increase in armaments shall be exciuded from the national
udget.

“In conformity with the above provi.sion. all expenditure for the upkeep of the armed
forces of each State shall be shown in a single chapter of the national udget ; their full
publicity shall be ensured.”

.. Since the report by the Committee of Experts was of a later date than the Soviet proposal,
it would be interesting to learn whether the Soviet delegation considered that the proposals of
the ('i‘:mtgnttee of Experts were calculated to allay the apprehensions on which its 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. LounarcrARSKI (Union of Soviet Socialist Re}ly_ublics) 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 exactli 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. JacoMeT (France) said the Budgetary Experts had discussed the Soviet proposal at
great length, Their aim was to ensure that all expenditure on national defence was included
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 beincludedin 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 departments, 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 exfendlture, 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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by the German
PRESIDENT suggested that the last paragraph of the proposal presented by
delegzi]ifm,‘ which re::ldg gas follows, should be discussed at the same time :

*“ In any case the German delegation strongly supports the original proposal made by
the Soviet delegation contained in paragraphs 178-179 of the Report by the Comm1t_tee
of Experts on Budgetary Questions set up by the Preparatory Commission, according
to which * All expenditure for the maintenance of armed forces of any country shall be

»

brought together in a single chapter of the State budget '.

_ pE MoDZELEWSKI (Poland) thought the Soviet and German proposals were of extreme
impoﬁat?cEe, and if they wege practzcablg would greatly simplify the work. But he agreed with
the French delegate as to the difficulties in the way of such a solution. There were cases when it
would be illogical to include expenditure of a more or less military character in the national
defence budget. For instance, in Poland some schools prepared pupils 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 askegd 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 included 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 statement on page 7 of the report by the Committee of Budgetary Experts
that the classification of expenditure in the sub-heads of the budget accounts of different
countries would involve so many political considerations that it was difficult for a Committee
of Budgetary Experts to deal with it as it stood. This aspect might raise serious difficulties,
~on which his delegation might have to make reservations.

bflolonel KARMANN (Germany) thought the French proposal formed a solution of the
problem. '

M. JAcoMET (France) wished to supplement his proposal by adding that the Governments

should undertake to publish all funds derived from extra-budgetary sources and devoted to
national defence expenditure.

A

The PRESIDENT thought the discussion had been most useful, since it had shown the views
of the various delegations. It was not, however, the Commission’s duty to prepare a text.
This should be done by the Technical 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.

1Sce sixth mecting.



(b) Gross and Net Expenditure,

The PRESIDENT pointed out that, according to the pro 1 of the Committee of Budgetar
Experts ((_Zhgptt!_r 7). gross expenditure rather than n‘:t E:Sptnditure should be taken sm‘. th}é
basis for limitation and publicity.

The Committee in its report had contemplated certain exceptions to this rule. The
Technical Committee, in examining the information supplied by the various States, would no
doubt note the difficulties encountered by those States in applying the principle laid down b
the Committee of Experts. Without knowing these technical difficultics and the means whicz
the Technical Committee would propose to overcome them, he thought it would serve no useful
purpose to discuss the substance of this question. Unless any delegate wished to speak on the
subject he proposed to refer it to the Technical Committee.

Viscount MUsHAKOJI (Japan) said that in Chapter 7 the Committee of Experts
on Budgetary Questions had directed its attention to cases where help was rendered to the
civilian population In emergencies by the defence services and extra expenditure was thereby
incurred. The Committee had considered that such extra expenditure s\muld not be regarded
as defence expenditure, and might therefore be omitted from the returns. For 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 delegation appreciated this solution as a suitable measure for complying
with urgent needs in exceptional circumstances under the system of budgetary limitation.
In this connection, however, it would point out that disasters or grave occurrences frequently
happened either as a result of the particular geographical position, or of disorders, and a state
of insecurity threatening the life and property of the civil population. In such cases 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 Commission decided to refer this question to the Technical Commilice with the yemarks
of the Japanese delegation.

(c) Swubsidies, Loans and Participations.

The PRESIDENT pointed out that the Committee of Experts on Budgetary Questions had
proposed, in Chapter 8 of its report, that subsidies granted in the form of loans to or partici-
pations in establishments, having among their objects the furnishing of goods or services for
national defence, should be regarded as expenditure effected on such goods or services
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 subsidies 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 E on page 40 of its report. The President
" thought the Commission could not give an opinion on these points until they had been carefully
studied by the Technical Committee. He nevertheless considered that ar‘;y 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 point of view of publicity or limitation of armaments
expenditure. In some countries the idea of joint undertakings was growing, and governed
the relations of the State with private concerns, so that public bodies (States, districts,
departments, municipalities) were authorised to participate in private industries. Such partici-
pation might assume various forms, such as the subscribing of capital, the grant of shares,
the subsequent purchase of shares, the concession of the ownership or useof certain installations,
the grant of rights and privileges in return for the right of control or a share in profits. There
were even cases when the right to participate in this manner was laid down in the constitution
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or by law. It was obvious that participations of this kind, in undertakings manufacturing war
material in peace time, were in the nature of military expenditure. The same applied to
participations aiming at permitting certain enterprises to equip themselves in peace time for
the manufacture of war material immediately after mobilisation.

M. Jacomet thought the question offered no difficulty if the subsidies were granted
direct and if the corresponding expenditure was inserted in the budget and in the accounts.
The case was different when such participations were indirect and, in particular, when
-they were granted through the agency of holding companies or banking institutes with State
capital. In this case the attention of the Commission should be directed to the multiplicity
and elasticity of the procedure, which might be used for subsidising armaments undertakings.

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 public accounts of the State. It
would therefore be necessary to consider what methods might be used for indirectly
subsidising the armaments undertakings referred to in Chapter 8 of the Experts’ report.
Chapter 8 should therefore be referred in full to the Technical Committee, which 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 satisfaction. In the Technical Committee’s terms of reference
it was provided that the latter could, if it thought fit, co-opt persons whose co-operation it
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 the war potential of the State.
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-

rises in which the State took no part. Moreover, there were countries which had no war
industry 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 thought that in these circumstances the war potential in no way depended on the
ownership of industrial enterprises manufacturing war material. The important point was that
these undertakings, whether private, semi-private, public or semi-public, existed in the territory
of a State and not outside its frontiers. In time of war all these enterprises could supply
material to the State whatever their financial system in peace time. Account should not,
therefore, be taken solely of State arsenals and private undertakings receiving guaranteed
financial assistance from the State budget. A list should be drawn up and the limitation of
all capital used in war industry should be considered, whatever the origin of such capital.
1f the Commission confined itself to the measures recommended by the Committee of Experts
on Budgetary Questions, this would not guarantee any limitation of the growth of the war
‘potential. Such measures could only bind States to transform the character of national defence
budgetary expenditure in ways which it was difficult or impossible to discover, and this would
ultimately in no way reduce the war potential. The fact that in many countries State
arsenals were closed down, while private undertakings were manufacturing war material,
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could be explained only by the desire that private capital should be drawn into the war industry.
This placing of capital might also be stimulated by encouraging exports of armaments, by
granting credits to foreign countries for military orders and so on.

For all these reasons, the Soviet delegation considered that Head 1V of the model statement
or the annexed tables should include not only expenditure relating to the war industry coming
under the State budget but also all capital invested in war industry, whatever its source. These
private or semi-private investments should be returned and limited under the same conditions
as budgetary or extra-budgetary expenditure relating to national defence. This proposal,
moreover, was in conformity with the idea expressed by M. Jacomet in respect of the necessity
for including extra-budgetary expenditure in the statement of military expenditure. As the
States which had submitted information had, in drawing up their model statement, complied
with the recommendations of the Experts, they had certainly not taken account of private
capital invested in the war industry. The Soviet delegation therefore thought it necessary to
request the countries 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 rules recommended 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 wﬁich 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 prices
and with the question of fluctuations in the purchasing power of the various currencies which
was referred to in Chapter 18 of the report. The solutions recommended by the Committee
of Experts on Budgetary Questions did not entirely satisfy the German dclegation. He therefore
hoped that the Technical Committee would find a better solution. He supported M. Jacomet's
proposal, which he thought might help the Technical Committee in this respect.

TENTH MEETING

Held on Wednesday, May 18th, 1932, al 4 p.m.
President : M. DE VASCONCELLOS,

21. TRIBUTE To THE MEMORY OF M. INoUKAL, PRIME MINISTER OF JAPAN,

The PRESIDENT felt he was voicing the sentiments of the Commission in expressing his
sympathy with Japan for the crime committed on the Japanese Prime Minister.

Viscount MUusHEAKO]1 (Japan) thanked the President on behalf of his country,

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

; i i legation
_ Mary WooLLEY (United States of America) stated that the American dclegat
had lo)r: tha:ydate transmitted full information on the military exrepdlturc of the United
States. The Government waived the application of the principle o simultaneity in respect
of that information.

23. MEMORANDUM BY THE CHINESE DELEGATION ON GR0SS AND NET EXPENDITURE.

RESIDENT pointed out that, at its last meeting, the Commission had dccidcc_l to
referT;llllz f;uestion of ]g)rooss and net expenditure to the Technical Committee. In the meantime,
the Chinese delegation had submitted the following memorandum on this subject :

* The Chinese delegation isin general agreement with the views expressed in Chapter 7
of the Report of the Committee of Experts on Budgetary Questions in connection with
the question of gross and net expenditure, with the exception of the last paragrqph, which
deals with cases where help is rendered to the civil population in emergencies by the
defence services, and extra expenditure is thereby incurred which is sometimes repaid
in part or in whole by the beneficiaries.
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« Inasmuch as there may arise difficulties in the interpretation of these clauses when

actual cases occur which call for their application, certain clarification and amplication
necessary. o

seem“t%}gfe there i:yl;o objection to contemplating such eventualities, it is nevertheless
to be clearly understood that, strictly, they apply only to cases in which services have
been rendered to the civil population by the national army in discharging its ordinary
duty within the country in the event of any internal civil commotion or natural calamity.

‘ Subject to this reservation, the Chinese delegation is prepared to accept the
recommendation of the Committee of Experts that in any of the above-defined 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.

24. 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. g

The PrESIDENT read the following draft resolution submitted by the delegation of the
Union of Soviet Socialist Republics?:

‘“ 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 huxiliary
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
(document Conf.D.x102). It was evident that any measure for limiting and reducing private
capital 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
considered that the Expenditure Commission could not examine the Soviet proposal until
it 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.

The PRESIDENT said that it was for the reasons just given by the French delegate that he
had wished to draw the attention of the Commission to this preliminary question.

Colonel KARMANN {(Germany) thought the Soviet proposal went to the root of the entire
question of limitation. 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.



in which the objections raised by the French delegati

A D gation had not the same force. He therefore
proposed to consider the 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. LouNaTcuARSKI (Union of Soviet Socialist Republi id his i jon i i

. L i > publics) said his intention in submittin
this proposal was to emphasise the necessity of submitting State capital and private cnpitﬁ
invested in the armament industry to the same control and publicity. He did not, however,

press for his proposal to be discussed immediately by the E i issi
reserved the right to raise it in the General Commisls’ion)r ¢ Expenditure Commission, and

M. ZeuceANo (Roumania) was also of opinion that the Expenditure Commission was not
competent to examine this question. The limitation of capital invested in private industry
was, as the President had pointed out, a new question. It was for the Bureau of the Conference
to decide what body was competent to deal with the question.

Viscount MusHAkoJ1 (Japan) said there were two aspects of the Soviet proposal-—a
practical and a theoretical aspect. From the theoretical point of view, the proposal implied
a principle on which the Commission 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 exact
scope of the armament industry or the auxiliary industries. The Japanese delegation thercfore
thought the Soviet proposal should be referred to the General Commission.

The Commission decided to refer the Soviet proposal to the Bureaw of the Conference for
submission to the General Commission, and the entire question of subsidies, loans and participations
o the Technical Commiitee.

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

The PRESIDENT pointed out that the Committee of Experts on Budgetar (%uostions
had dealt with this subject in Chapter 9 of its report. It had considered that tze act that
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. JacoMer (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 result of
the conclusion of a Convention for the limitation of armaments. At the moment of signing
such a Convention, it might be necessary to 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 expenditure should be included
for limitation purposes, )

The French delegation therefore proposed that the question of expenditure resulting
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. .

The Commission veferred the question to the Technical Committee for examination with due
reference to M. Jacomet's remarks.

(e) Extra-Budgetary Expenditure: German Proposal.

The PRESIDENT pointed out that this question had been dealt with in Chapter 10 of the
report by the Committee of Experts on Budgetary Questions, which had arrived at the conclu-
sion that, if the Governments in good faith included in the Model Statement all extra-budgetary
expenditure which could reasonably be ascertained, and if the other items which could not be
.ascertained were treated as coming within the scope of the derogations dealt with in Chapter 4
of the report, the difficulties arising in this connection would not be serious. The examination
.of the practical difficulties connected with this question was a more important task, which the
President proposed to entrust directly to the Technical Committee.

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 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.”

He drew attention to the intimate connection between the German proposal and the
guestion of extra-budgetary expenditure. Perhaps the German delegate would give some

explanations on that point.



Colonel KARMANN (Germany) explained that the German proposal did not refer to extra-
budgetary expenditure properly so called, which must always be included in the Model
Statement. Its aim was to fill a gap in the Experts’ report, which did not mention services
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 question should be referred to
the Technical Committee. He noted that the first sentence read : * Countries utilising such
services and goods skall fill up a corresponding table annexed to the 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. RapuLesco (Roumania) asked Colonel Karmann 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. pe MopzeLeEwskl (Poland) pointed out the difficulty of defining extra-budgetary
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 Statement. 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, T

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

(f) Definitions in the 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.-

The Commission decided to accept the principle that the definitions in the dvaft Annex om

Limitation c'z_nd Publicity were not limitative, and to request the Technical Committee to prepare
@ lext on this subject.

(8) Carrying forward of Credits.

The PRESIDENT explained that the Committee of Experts had pointed out in Chapter 1
of its report that, with a system of limitation based on a&gual exper?giture and not onl::reditg
voted, the question of carrying forward credits from one year to one or more subsequent
years did not arise, The Committee had, however, been led to examine the more general
question of variations in expenditure from one year to another. This question would be dealt
with when the Commission discussed points connected with the fixing of limits.

General TANczos (Hungary) pointed out that the Committee of Experts ha '
ng: 0| { dbeenre
2%1 gleedli’trselzgratory Cgmm:sswn to “ determine the conditions under whl;ch the carrying ;lolﬁ;f'g
fo recits c;i_n oneh udgetary year to the next year or following years might be effected *,
camyina P agrap of Chapter 16 of its report, the Committee of Experts concluded that the
rrying forward of credits was in the first place a phenomenon of a juridical character, and
, it played no part in the machinery for the limitation of expemiiture

te the carrying forward of credits in as uni

::}s; ;Jtos{qr:lb‘lzsgy sll:ch a settlement publicity would become more clearly deﬁnegfufltznv?az 2332::

Witk €3 Ny rv ere the carrying forward of credits from one year to another were possible
esh legislative authorisation, there could never be complete publicity by mlgns of



closed accounts showing credits actually used. That was true, in particular, in cases where
the carrying forward of credits might be effected over a number of years without legislative
apthonsatxon. I_n this way, considerable reserves could be accumulated and utilised at a
given moment without an account being rendered of the utilisation of balances of credits over
several years until a later date and possibly even after the lapse of a number of years. The
Hungarian delegation therefore thought the Technical Committee should be asked toinvestigate
the question whether a settlement could be found which would guarantee equal conditions to

all States in respect of the limitation and publicity of budgets ) )
of the carrying forward of credits, P y of budgets from the point of view also

M. JAcoMET (France) said the French delegation supported the Hungarian delegation's
prc:lposa!. It was indeed of the greatest interest to ascertain what resources a Government
had at its disposal without being obliged to obtain a fresh authorisation from Parliament,
The gquestion of the carrying forward of credits was especially connected with Table €, which
related to amount of block credits outstanding. Block credits should also include outstanding
credits carried over from one year to another without any fresh authorisation being required
from the.leglslature._ In this connection, M. Jacomet thought it would be uselul to give some
explanations regarding the scope and origin of the statement contained in Chapter 16 of the
report of the Budgetary Experts. From the beginning of the Experts’ work, the question of the
carrying forward of credits had taken a prominent place. Many States were able, under their
financial legislation, to expend over a number of years sums voted during one particular year,
especially in respect of orders for materials. In some countries, the right to expend these sums
over a number of years was not subject to any condition, while other countrics were obliged to
obtain a fresh authorisation from Parliament in order to utilise amounts not expended at the
end of a financial year. Whatever the particular conditions of internal legislation regarding the
carrying forward of credits, it was natural, in drawing up a convention for the limitation of
expenditure, to grant those States the right to the benefits accorded to them by their internal
legislation. It was for this reason that the Preparatory Commission had requested the
Committee of Experts to '* determine the conditions under which 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 led to reject any
conception which aimed at limiting the credits voted. It had reached the conclusion that the
limitation of expenditure could refer only to payments. In these circumstances the question of
the carrying forward of credits, which would have played an essential part in a limitation based
on the credits voted, obviously lost a great deal of its juridical importance. Ina 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 question
of carrying forward credits did not in itself exist in a system of limitation based on payments.
The French delegation therefore proposed that the Expenditure Commission should accept
the negative conclusions of Chapter 16, which he considered would become constructive when
fixing the limits of expenditure and taking into account the variations of such expenditure
from one year to another.

Mr. Lyox (United Kingdom) had found M. Jacomet's explanations of great interest,
He wished to be clear on one point. M. Jacomet had asked the Commission to accept the
negative principle. He understood this to refer to the statement in the last paragraph of
Chapter 16 of the report by the Committee of Budgetary Experts that the carrying forward of
credits was a phenomenon of a juridical character, and frpm this point of view played no part
in the machinery for limitation proposed by the Committee.

M. JacoMeT (France) replied that his intention was to ask the Commission to accept the
principle that the carrying forward of credits played no part in a system of limitation based
on actual payments. Obviously the Technical Committee should give expression to this

principle.

M. PrpINELIs (Greece) drew attention to a point of particular importance to his country.
- The question of the carrying forward of credits lost its importance in view of the fact that the
problem of the variations in expenditure from one year to another had been examined in
a special chapter of the Experts’ report—namely, Chapter 17. In thgt_chagter, the Committce
of Experts had reached the conclusion that a certain measure of elasticity should be introduced
in fixing the limits of expenditure of the contracting parties. For this purpose it had recom-
mended a system sufficiently elastic to take into account variations which wureﬁpo'r_mally
possible, while at the same time offering the necessary guarantees as to the possibility of
accumulating reserves which might be used in a given year. The Hellenic delegation would
not like the examination of this question by the Technical Committee to lead to the adoption
of a more rigid system in respect of the carrying forward of credits, which would oblige States
to reform their budgetary methods and would thus impose on the financial departments
of the varjous States a burden which, under existing conditions, could not be borne.
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KARMANN {Germany) pointed out that the Greek delegate bad just raised the
most(i‘r)ri;r(;ﬂant question( of the egt)irg problem of limitation—namely, the question gg transfers,
which was dealt with by the Committee in Chapter 17. The Commission was at this moment
dealing with the question of the carrying forward of credits, which was related more particularly
to publicity, while the question of transfers concerned exclusively the problem of limitation,
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 had referred to questions
coming under Chapter 17 of the report. This chapter raised many difficult questions, which
would have to be carefully examined by the Technical Committee. As this chapter was not on
the agenda of the present meeting, he suggested that it was not the moment to discuss it.

M. PipINELIs (Greece) explained that he had referred to Chapter 17 on account of the
connection which he saw between the question of the carrying forward of credits and that of
variations in expenditure. He had wished to draw the attention of the Commission to the
Greek delegation’s wish that the elasticity of the system recommended by the experts in
Chapter 17 of their report should not be affected.

The Commission decided to refer the question of the carrying forward of credits to the Technical
Commiatiee.

(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 C as 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 for payment ; and, in others, lastly, it was used for the actual payment. If each country
filled in Table C on 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
amount 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.

Colonel KArMANN (Germany) emphasised the importance of the question raised
Hungarian delegation. The important point was plll)blicity of exper?diture. The Glgn:z]ll: :
delegation felt that Table C did not entirely fulfil the requirements of proper publicity. It
might be useful for the Technical Committee to examine whether it was impossible to arrive at
a specialisation of outstanding credits in accordance with the heads of the Model Statement.

M. JacoMET (France) said the French delegation
. L ¢ gation would gladly agree to a
g:fggmimaéeﬂt])ett\ﬁgn crfedlts carried forward from one yeargto a.)r’not%zr provigl(;?lpcﬁalw;z
rsto i i : <1 o
Parliame?n ! a 1s referred to credits carried forward™ without special authorisation of

The Commission decided to refer the questi
Model Statement to the Technical Clommi;th:esmn of Tables C, D, E and F a_p ponded lo ihe



25. CLASSIFICATION OF EXPENDITURE ox NaTioxar DEFEXCE.
(a) The Model Statement.

The PRESIDENT explained that Cha
> ¢ \apter 2 of the report by the Committee of E:
]g:g%:;::i)(: ﬂgx'gztllc(lms (;llea.lt Wwith questions regarding the formyof the Model Staotem:!l\):.rts’l‘?llt:
of Tussion wou no doubt consider it preferable to finish the discussion of various questions
' ore entering into that of the form of the Model Statement and the title of

course have a number of proposals to submit on thi j i i
] Der 1s subject. Among the questions which the
&Jépgggmﬁeg%r?ﬁ;s;?? s‘:ould l;ave hto cll:lecige was one which had bcg-n ra(ilsed inthe re;:t)}:}ttb;
. E ~namely, should the expenditure on armed forces (and formation
:;%m:ils:;i osr: :t it:)lrlllgiaro{' ::xssgl l;e shﬁwn se_par;tely for the forces stationed in tlSe home cmm(t)r;
; 1 o 3 ¢ pointed out that the decision to be taken by tl
Expenditure Commission might be affect isi : issioms in respeet
= ta_lla_les relating o eﬂectivegs . ected by decisions taken by other commissions jn respect
he President proposed to refer Cha i i
1de pter 2 to the Technical Committee unles 33
. of the Commission had any remarks to make on this subject. mless the members

M. DE MODZELEWSK1 (Poland) thought it was impossible to discuss the {
. SCUSH orm of th :
Statement before other questions relating to the comiz-(::ts of the Model Statement h:dmbnti‘l}
settled, such as the question of services not paid for in cash, which had been raised by the
German delegation. He also proposed to refer Chapter 2 to the Technical Committce which
however, could not examine it until it reached the end of its work. ' '

The Commission decided to refer Chapler 2 of the Experis’ report to ths Technical Commiltee.

(b) Changes in Appropriation of Funds.

The PRESIDENT reminded the Commission that this question had already been discussed
under the heading relating to secret funds and changes in the appropriation oIVIun(Is. and that
it had agreed to refer the question to the Technical Committee,
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26. CLASSIFICATION OF EXPENDITURE ON NATIONAL DEFENCE (continualion).
(c) Contents and Classification of the Subheads in the Model Statement.

The PRESIDENT pointed out that the Committee of Experts on Budgetary Questions
had considered it impossible to give a synthetic definition of expenditure on national defence,
It had decided in 1927 to draw up a list of such expenditure as a basis for its 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 points relating to the contents and classification of the subheads, and these 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 Eirris (India) did not wish to prejudice the conclusions at which the Technical
Committee might arrive. He merely wished 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.



i (i i de by the delegate of India was
. Lyon (United Kingdom) thought the suggestion ma
wortll:irro}’ c\o?lsic(leration. Th%: smaller the m;]mber] of ht_aads, tEhg r::}r)zrei:sgé &Ng::gtbfl i%i lﬁﬁ"ﬁf
contained in the Model Statement. All the delegations ha | Brear &

ividi i A and B of Head I. Similarly, it was very
dividing expenditure on personnel between subheads B e civilian personcl referred £
difficult to determine the exact figure of expenditure relating to é A . ]

i itai t had been impossible to determine
in subhead C of the same head. In Great Britain, for instance, 1 ; !
ivili i ture of war material for the air
the number of civilian workmen employed in the manufac e il o
. For this reason, it had not been possible to state the figures 1o , |
f:zrr(:'?espor?ding head for naval and land forces had been filled in. Mr. Lyon s_haredttheh\_m}el“;ﬁf
the delegate of India, though he also did not wish to prejudice any conclusions at which the

Technical Committee might arrive.

. pzeLEwskK! (Poland) was of opinion that the Commission and the Technical
Comrlgit?ei 1gc?uldﬁnot discu(ss the (iucstion of the classification of the subheads of thc; Model
Statement until it knew the results of the general discussion on this question in the C’I(‘)ll: elr)erl,'ce}{
It was true that the experts had a tendency to increase the number of headgngs.K_ ed olis
delegation was in cntire agreement with the delegates of India and the United tﬂg 1odm as
regards the necessity of simplifying, as far as possible, the Model Statement, which should not

have too many subheads.

M. RapuLesco (Roumania), Chairman of the Technical Committee, said that the
Committee would note these remarks and endeavour to attain the greatest possible clearness
and accuracy, while avoiding, as far as possible, any unnecessary increase in the number of
headings in the Model Statement.

M. JacoMEeT (France) said the Committee of Experts on Budgetary Questions had done
all it could to reduce, as far as possible, the number of headings in the Model Statement.
While agrecing with the recommendations which had just been made, he nevertheless thought
it necessary to have a certain number of headings which had a definite meaning and gave
definite indications. The double aim of simplicity and accuracy should be pursued and the
essential elements of national defence expenditure should be made clear. He was of opinion
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 PrRESIDENT 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
definitions 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) Separation of Expenditure for the Three Forces.

The PRESIDENT pointed out that the Preparatory Commission hadinstructed 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, toa separate 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
the co-ordination table (document Conf.D.102, page 22), although the actual principle of the
limitation of armaments had been reserved for the General Commission, The President
requested the Expenditure 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

eneral di ion i : i
gara;rap ﬁsczl;.ssxon in the plenary meetings of the Conference (document Conf.D.qgq, page 51,

M. PERXE (Yugoslavia) pointed out that in adopting Article 29 of i
under which * the total annual expenditure of eac}F of gthe High (glont:thii?fft’a(r:?ir;:e;];lcl’l?s’
land, sea and air forces and formations organised on a military basis shall be limited to the
figure laid down for such Party ”, the Preparatory Commission had left unsettled the question
whether it was desirable to limit separately the expenditure relating to each of thecsl)e th
forces, Asa practical and provisional solution, it had been decided to instruct the Commitigg
of Experts to ** examine the possibility of a separate limitation of expenditure on land, naval



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, had nevertheless settled the question in the affirmative. The Yugoslav delegation
wished to point out that it could not agree with this point of view. The Yugoslav delegation
was leaving on one side the political advantages or disadvantages of a separate limitation and
was dealing 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 preseft 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. pE MopzeLEwsK1 (Poland) agreed that the principle of limitation had not yet been
discussed and would probably not be discussed by the Expenditure Commission. Nevertheless,
the Committee of Experts on Budgetary Questions had been instructed by the Preparator
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 separatelimitation
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 time nor possibility toadapt
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 expenditure, such limitation should apply to the total
figures. He wished to point out that,if the separate limitation of the 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. HutoxeX (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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, it was somewhat complicated in view of the
administration in the countries in question
1 of the accountancy departments of these

case could easily be solved in theory. In practice
overlapping of all the branches of the military

d of the extremely small staff at the disposa “oun! ) r
g;untries. Neverthel):ess, it was certain that all these countries, including Finland, would do

in their power to overcome these technical difficulties and thus to help in the work of peace,
all mlf, on t%e other hand, the question were regarded from the point of view of 11m1ta§)10n, t]he
separation of expenditure was difficult, not only from the standpoint of accountancy, utla SO
on account of the position of the small countries. The material means at their disposal for
national defence were very restricted and must be used in the most effective and economical
manner. These countries must therefore be able to concentrate their efforts in respect of
armaments on the forces which appeared most suitable for their particular situation. For
that purpose, they must enjoy great freedom in respect of the transfer from one force to another
of the annual amounts allotted to them. This principle had been adopted in the draft Conven-
tion for countries with fleets of small tonnage. These countries had been authorised 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 were
therefore obliged to place all their orders at one time. In other words, in a given
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 air force. Under
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 expendltt.lre. 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 percentages, which would appear difficult to

ut into practice. The Finnish delegate suggested a solution which might overcome these
giﬂiculties. 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. ScemipT (Estonia) said that,in view of the remarks madeby the previousspeakers, 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 §hou1d, however, be borne in mind that the small countries which had an insignificant army,
which had not separate ministries for the different forces and which had important departments
common to the three forces would find it difficult to supply separate figures for each
force. Even if they reorganised their accountancy system, which was difficult, they could
not reach a sufficient degree of accuracy and their figures would be merely approximate, while
the present figures were clear and precise. He therefore suggested that the Technical Committee
should be requested to examine this point again, and to bear in mind that the actual situation
varied in different countries. He hoped that a simple and equitable formula would be found.
From this point of view, the Finnish delegate’s suggestion appeared tohim to be veryreasonable.

M. SANDLER (Sweden) pointed out that Chapter 13 of the Experts’ report did not aim
merely at the separation of the total expenditure on the three forces, but also at the possibility
of isolating the categories of war-material. In this connection, he recalled that there
was a Swedish proposal regarding the limitation of the materials of the air forces
(document Conf.D.r1o0). This proposal had not been referred to the Expenditure
Commission ; on the other hand, a Norwegian proposal, which appeared in Point 1o
gf dthe Co-(.)rd_mapon Table!, had been referred to the Commission. The question of -

udgetary limitation was not on the agenda of the Expenditure Commission : it had been
agserveddf?r the General Commission. He did not ask that the Swedish prop(')sal should be -

;S:}‘:ssfi ; he’merely drew attention to the importance of the last paragraph in Chapter 13
o1 the Lxperts’ report, which stated that ‘“ the Committee had to examine the possibility of

isolating the heading relating to air war material. It i
] . Itc
three elements can, in general, be isolated even ¢ Cosely than chusion, that each of these

cach of the i acan, in gen more closely than the total expenditure on
The Swedish delegate considered that the Te

" A Ch 1 : . « .
on this question and state whether the conclusior, nical Committee should give an opinion

s of the Experts’ report should be adopted.

1 Document Conf. D.102.



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 berne in mind. If it were impossible to separate the expenditure, it would
become very 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 MussAKojJ1 (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 theconclusion
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. pE 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 thus 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.

Mr. LyoN (United Kingdom) understood that M. Jacomet proposed to refer the general
question 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 Model
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.



_ RapuLesco (Roumania), Chairman of the :I'echnlcal Committee, said that the
questhi{on If:ontained in( Chapter 1)3 had two aspects: In the first place a political a}slpc?ct_
which did not concern the Expenditure Commission, and in the sgcond place a technical
aspect. The latter could be approached either from a theoretical or a practical point
of view. If the Commission considered the technical aspect only. from a theoretical
point of view, no progress would be made. The object of the Technical Committee must
therefore be to consider the question from a practical point of view. For this purpose
it had drawn up a memorandum {(document Conf.D./C.D./C.T.32(1)) for its own use, as a guide
in examining the documents provided by the various Governments. The portion of the memo-
randum referring to the Model Statement was divided into two parts : (1) universality of the
expenditure, and (2) classification of the expenditure. Under the latter heading the first

question was :

“ Do the Model Statements of the several countries show separately the expenditure
on ,
“(a) Land, naval and air forces; ) . .
“ (b) Armed forces and formations organised on a military basis ;
«(;) Forces stationed at home and forces stationed overseas;
“(d) 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 () by the use of figures contained in administrative returns,
() by the use of co-efficients based on the budget, or (c) by 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 10 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.

It 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 B as in the ¢ase of Tables C, D, E and F—namely, to refer them to
the Technical Committee. :

This proposal was adopled.

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

The PRESIDENT remarked that the Technical Committee, in studyin
examination of information supplied by the Governments, had alreag;p%itnhticli)g:&eggi;?:; l:;
the reconciliation tables to be furnished by them. These tables would show how each figure
entered in the Model Statement was extracted from the various chapters of the accoﬁnts
in question or from returns from other sources. The Technical Committee would no doubt
::l)ljceec}:tto make a thorough study of this question, in order to submit recommendations on the

He reminded the Commission that at a i i i
submitted the. olloming mramaor previous meeting! the German delegation had

* The reconciliation tables are to be su

e bmitted i i :
the principle that the Model Statement m on a uniform model in accordance with

ust be drawn up on a uniform basis, *’

1 Sce page 18.



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. RapuLEsco (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 Mcdel 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 wasa question
for the future. He had had an opportunity, in the Sub-Committee, of appreciating the difficulty
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
model.

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

TWELFTH MEETING.

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

President : M, DE VASCONCELLOS.

28. DOCUMENTATION TO BE SUPPLIED BY PORTUGAL.

M. DE QUEVEDO (Portugal) said the closed accounts of the army and the replies to the
questionnaire relating to the budgetary systems would be deposited by the Portuguese
delegation during the day. The closed accounts of the navy would be deposited shortly. The
Portuguese delegation stated that it waived the application of the principle of simultaneity.
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29. CLASSIFICATION OF EXPENDITURE ON NATIONAL DEFENCE (coniinuation).

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

The PRESIDENT recalled that, at the last meeting, it had been agreed that the Finnish and
Polish proposals should.be submitted in writing. The texts were as follows :

(a) Finnish Proposal (document Conf.D./C.D.23).

“ The Finnish delegation,

" In view of the very restricted financial resources of certain countries and in view of
the fact that such countries are, in consequence, compelled to_provxde for t.hg,n' national
defence policy in the most practical and efficient manner possible by combining various
departments of military administration, by always concentrating upon those weapons
which give the greatest efficiency in relation to cost, and by spreading over several
budgetary periods orders for each of the three arms, more particularly in cases where
there is no national armaments industry ; ]

“In view further of the fact that the armed forces of small States of this kind cannot
be regarded as a threat to anyone: o .

*“ Proposes that, in the event of separate budgetary limitation 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 historical
events, have had neither the time nor the possibility of developing or harmonising the
various categories of their national defence, so that they are 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. HutoNEN (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 difficulties which prevented certain States from accepting separate limitation for each
force. He thought it would be very useful to refer the proposal to the Technical Committee, which
when examining the documents furnished by the various States, would bein a position to study
the special case of the 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
account the remark made by the Committee of Experts on Budgetary Questions in Chapter 13 of
:ts report, namely, that th_e difficulties were reduced by the fact that the limitation was applied
d(') ﬂ?ctiltgl payments. This remark was of value even for countries encountering special

} culties in this respect, Moreover, even for these countries, the question of the separation
of expenditure retained all its importance from the point of view of publicity
M. Jacomet was further of opinion that the Technical Committee might'be requested to
extend its study to countries which, for reasons other than those mentioned by the Finnish
delegation, encountered serious technical difficulties in accepting the principle of separate



limitation. From this point of view, the Polish proposal formed a useful supplement
to the technmical difficulties mentioned by the Tinnish delegation. The Technical
Committee might, after a very general examination, express its opinion whether the formula
proposed by the Finnish delegation and supplemented by the Polish delegation was calculated
to settle all the technical difficulties militating against the principle of separate limitation.

M. pE Mopzerewskl (Poland) regarded the problem from two aspects—publicity and
limitation. From the point of view of publicity, the technical difficulties, which were in inverse
ratio to the number of ministries dealing with national defence, might ultimately be overcome.
It was a question of accountancy, An examination of the Modet 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 Model 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 countrissé. The Polish delegation would therefore
support the i:‘innish 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. pe QueveDpo (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 thereport of the Expertson
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 Technical
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 point
of view expressed at the previous meeting, approved the French proposal to entrust the study
of the question to the Technical Committee, it being understood that other organs would take
the necessary action on the conclusions of the Technical Committee.

- M. LouNaTcHARSKI (Union of Soviet Socialist Republics) pointed out that the Finnish
proposal, and more particularly the Polish proposal, went beyond the technical sphere and had
a definitely political character. The Polish proposal set on one side the question of disarpnament
for certain States and spoke of the norinal and harmonious development of national defence.

_The Soviet delegation was of opinion that it would be inadvisab inci
on Dot of thgation was of P Inadvisable to express such principles
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expressed the sympathy of the Norwegian delegation for a proposal
emanh:iirl;; };f:rn(biozgszt)ry Fo which Norywal;r was bound by ties of age-long cfln_endshlp, He
1d have been glad to be able to support this propo§al, which was justified in theory. It
was true that the principle of the limitation of expenditure was ca:lcqlated in futul_'e to give
wiiter elasticity to the systems of national defence than the principle of quantitative or
g\rren qualitative limitation. Unfortunately, this stage had not yet been regched.' It was only
when the disarmament question had been definitely settled and when the international
community would be really governed by the condltlo_ns-lald down in tl}e Covenant that the
principle expressed by the F innish and Polish delegations could be applied. _
Meanwhile, in view of the present level of armaments, the Norwegian delegation thought
that separate limitation would have to be maintained for a long time to come. The Commission
was aware that one of the claims on which the Norwegm'n (;elegatlon l}ad set its heart was that of
the separate limitation of expenditure on military aviation. The air force was the braqqh of
military activity in which improvements were constantly being made and to wh1c1_1 the military
authorities gave careful attention. In order to prevent the development of this branch, all
methods of limitation must be available. The Norwegian delegation regretted that it could not
support the Finnish proposal. I; propo;ed tto refer the question without more ado to the
i i for thorough consideration.
TCChﬁl: av{'ott:x?clln l:r)r:;tgtf:d to approvg the Polish proposal if the preamble had not been such as to
cause him some uneasiness. It spoke of the * possibility of developing or harmonising the
various categories of national defence . It appeared to be forgotten that this was a Conference
for the reduction of armaments and not for the development of national defence. The Norwegian
delegation made the most explicit reservations in this respect and asked the Polish delegate
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 PRrESIDENT 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
made by the Finnish Government to the cause of disarmament. He was in entire agreement
with the Finnish resolution, which touched upon one of the fundamental points of disarmament.
He suggested that the Finnish proposal be referred, not to the Technical Committee, but to the
General Commission. From tEe purely technical standpoint, he drew attention to the fact
that the proposal raised the question of budgetary comparison. The strength of a given arm
was not, however, always proportionate to the amount expended on that arm.

With regard to Chapter 13, he agreed with the French and British delegates that it should
be referred to the Technical Committee, which should make a thorough study of the question
of separation. One difficulty of separation was that the same arms might be used for all three
forces. It was for this reason that the German delegate thought it would be difficult to separate
expenditure. In his view, 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 (China) was in favour of the Finnish pro sal. He did not quite agree
with the Norwegian delegate as to the necessity of suppresging(:he reference to the d?evehpn%:nt
of the military organisation, Some countries had not fully developed their armaments
and should not be prejudiced in this respect by attending the Disarmament Conference.
This was, however, a political question. Ip general, he thought that direct disarmament was

. Direc_:t limitation was feasible,



M. pE QUEVEDO (Portugal) thought the Polish proposal was worthy of consideration, as it
mentioned special characteristics for determining those States for which separate limitation of
national defence expenditure would offer difficulties. \With the same reservations as those
expressed by the Norwegian delegate in respect of the preamble, the Portuguese delegation
supported the Polish proposal. It also supported the proposal made by the French and British
delegates to refer the question to the Technical Committee,

Captain MoAREFI (Persia), on behalf of the Persian delegation, 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 proposalsif the principle of budgetarylimitation were accepted,

M. pE MopzeLEwsK1 (Poland) wished to reply to M. Langeinorderto disgose 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 Poland 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 g 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,

.o

M. HuroNeN (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 apprehensionsregarding 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. RApULEsCO (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 report by the Experts on Budgetary Questions referred to the question of the separation
of expenditure for each force. Was this separation possible ? This was a question to which
it would only be possible to reply when the documents deposited by the various countries

" had been examined. It could then be said that separation was possible for some countries,
that for others it was possible provided some changes were made in the public accounting
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, it was impossible unless considerable changes were }nade in the
Only then would it be possible to examine the question whether
the limitation of expenditure separately for each of the three forces was really possible.

At the previous meeting, he had quoted the questions which the Technical Committee
had to solve. It was only after these questions had been settled_t!lat the Commlt_tee could
draw its conclusions and the General Commission could reach a decision on the question of the
principle of limitation. It was therefore incorrect to refer to the Techmcal_ Committee definite
judicing the conclusions which it might reach at the end of its work. It should

osals pre .
g?r%memtﬂrgd that the Technical Committee was overburdened with work and could probably

only submit its report at about the end of August. ] o -
’ yAt that time, gnd only after the General Commission had decided on the principle, would it

be possible for the Expenditure Commissionin turn todecideon the special aspect of the 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.

system and that, in other cases,
national accountancy system.

M. pE MopzeELEWSKI (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. i .

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
Comnission. 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 noted 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 principle
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.

The PRESIDENT reminded the Commission that the Committee of Experts on Budgetary
Questions, in Chapter 23 of its report, had reached the conclusion that, in present circumstances,
1t was not possible to propose a period of less than twenty-six months from the beginning of
the budget year for the despatch of returns of expenditure effected, in view of the fact that
some countries l}ave additional periods extending sometimes to twelve months, during which
charges might still be made on the accounts of the previous year. The Committee had pointed
out that this period could be reduced if the Conference secured the consent of the countries
specially concerned to shorten their additional periods or to draw up, for the purpose of the
Convention, special accounts showing cash payments effected within the twelve months of the
budgia)tary year,

) uring the previous discussion in the Comnmission, several delegates had urged that the

m[orm_atxon to be supplied in future by the Governments should be dgespatched aEd examined

a; rapidly as possible, The French delegation had made a detailed proposal on this subject

( omim?lllt' Conf.D./_C.D.17)‘ which had ‘been referred to the Technical Committee.

last :ra 1rs cgqneétﬁon, the President wished to draw the attention of the Commission to the

tn bll"in ga ggutm Y apter 23 of the Experts’ report, which stated that * it will not be possible
g a ‘imitation of armaments without considerable effort on the part of the

contracting parties, and to s
systems of alt):counting " some extent an effort must no doubt be made even in regard to

! See page 28.



Viscount MusHAKO]I (Japan) pointed out that in ]2 iti !

. pan the additional period was ver
short, al:nount.lng.to onlyone month. She could not reduce it. The period of twgnty-six manth);
aftle]r_ the lﬁzgmmng of the budget_ary year for the despatch of Model Statements appeared
to him to be acceptable. Perhaps in’some countries the additional period was too long. The

Japanese delegation hoped that the Technical C ittee w ; ‘ercomi
the disadvantages which might result fro:n th?sr.mmt e¢ would find a formula for overcoming

M. JacoMET (France) thought the President was very wise to draw the Commission's
attention to the last paragraph of Chapter 23, which stated that the effort to be made by the
contracting parties to arrive at a limitation of armaments should also extend to the system
of accounting. France had always been in favour of a limitation of expenditure, and had made
the greatest efforts to meet within the time-limits provided all obligations arising out of the
possible conclusion of a limitation convention. The French Government was aware of the
disadvantage of excessive delay in communicating expenditure figures and had examined
the question whether a statement of cash payment during the twelve months of the
:)_uds‘tz)t:r‘z yeart cm:]d not] be ftx'nished very soon after the end of the year. This inves-

igati as not yet complete, As soon as it w ste
oo s theyTechni c]:; G ioon it was completed, M, Jacomet would communicate

Attention should also be drawn to delays due to special circumstances arising in
some countries in the auditing of the final accounts, The French Government 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 case, France would be in a position
to produce duly audited final accounts within the time-limits fixed by the Convention,
M. Jacomet wished to stress the effort made by France in this direction.

General Taxnczos (Hungary), on behalf of the Hungarian delegation, shared the opinion
of the Committee of Experts on Budgetary Questions regarding the necessity of publishing
the closed accounts as promptly as possible, in the interest of the limitation of national defence
expenditure. There was no doubt that publicity regarding the real use of funds allotted to
national defence and limited by the Convention became ineffective and valucless if it were too
long delayed. The Hungarian delegate therefore proposed to shorten considerably the time-
limit of twenty-six months provided for the submission of Model Statements. If the States
sincerely desired the limitation of armaments, they must, to some cxtent at any rate,
subordinate their system of accounting to this end. Inthe budgetary sphere they must therefore
reduce the time-limits within which the closed accounts had to be submitted to Parlinment
and pﬁxblished. If that were done, it would also be possible to shorten the period of twenty-six
months.

He wished to point out that, if the Model Statements of various countries were not des-
patched on the same date, that would affect the principle of simultaneity. Ele further puinted
out that the suggestions contained in the fifth paragraph of Chapter 23 of the Experts’ report
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 basig of the final
accounts before they had been audited. The Hungarian delegate thought that ‘Model State-
ments the figures of which would be specially grouped and audited for the above-mentioned
purpose could never take the place of documents drawn up on the basis of the closed 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 alse be reduced to a minimum. The Hungarian dclegation
therefore proposed to refer the question to the Technical Committee for examination and for the
formulation of definite proposals.

M. JacoMer (France) was in entire agreement with the first part of the Hungarian
delegation’s proposal. There must be absolute reciprocity of obligations 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 (complabilité de gestion) in which the delay in producing the closed accounts was
equally long. It would be extremely difficult to demand that all countries should reduce their
additional periods. )

M. Jacomet felt that the remedy would be found in the system which he had already had
occasion to explain to the Technical Committee and to the Expenditure Commission.  The
period of twenty-six months was certainly much too long. The possibility had therefore been
contemplated of giving some reassurance, until such time as the limitation 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 which had recentlf'
been submitted, and which provided for the despatch of the budget of each country and of all
the laws authorising national defence expenditure to the organ entrusted with the execution
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.



means of giving reassurances, it was suggested that, immediately
afterAsth: ::(:iongf the calendilr ygear. the States should supply a statement of cash
disbursements on national defence during the year. In_ countries yvxth a system
of annual accounts, such a statement could be very easily and rapidly drawn up.
In countries with the exercice system, the difficulties would be greater. Nevertheless,
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 would be
sufficient to ask that department to furnish a statement of dlsb.ursements on national
defence during twelve months. There was no doubt that over a period of several years the
amount of the annual disbursements would correspond almost exactly to the total exercice
payments. o
Naturally such statements of payments could not serve as legal proof of the limitation
of expenditure. They could only give Teassurances with regard to S:Iguses of the
Convention. On this point, M. Jacomet was in entire agreement with the opinion expressed
by the Hungarian delegation. Conclusive proof of limitation could only be based on final
accounts audited by independent and juridical authorities. The national guarantees instituted
for the security of public credit and the proper administration of the public 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 returnsshould
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.

The fundamental points were to what extent the audit could be dispensed with and whether
the period allowed for supplying the figures could be shortened. These were purely technical
matters whieh he suggested should be referred to the Technical Committee.,

M. pE MobzELEWSKI (Poland) approved the Hungarian proposal in principle and agreed
that it was desirable 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 Hungarian proposal implied changes in administrative practice which would necessitate
a long delay. It was indisputable that efforts should be made to adopt uniform methods of
accountancy, but it was difficult in the first period of application of the Convention to require
changes to be made in age-long administrative habits.

It was evident that the budget could not serve as conclusive proof of limitation,
but it nevertheless supplied valuable information. The period of twenty-six months,
which was really only fourteen months, was evidently too long, especially in view
of the ra¥1d1ty with which events 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 exact picture
of the closed accounts. Such returns would make it possible to estimate whether the countries
were keeping within the limits fixed by the Convention before complete security was acquired
by means of the Model Statement drawn up on the basis of the final accounts. M. de Modzelewski
thought that M. Jacomet’s suggestions should be put in the form of a written proposal.

In accordance with the Hungarian delegation’s pro 1 1 1
to the Technical Commitics, which was rqu proposal, it was decided to refer the question

4 uested to lake 4 1 i
by the various speakers and M. Jacomet’s proposal. ¢ tnlo consideration the remarks made



THIRTEENTH MEETING
Held on Thursday, May 26th, 1932, at 3.30 p.m.

President: M. DE VASCONCELLOS.

31. DEPOSIT OF TRE DOCUMENTATION SUPPLIED BY BELGIUNM,

M. PRENEN {Belgium) said the Belgian delegation has just deposited com plete documentation
regarding the military expenditure of his country for the year 1930, Belgium waived the

:&li)ii;ation of the principle of simultaneity in respect of the examination of this documen-

32. ARTICLE 33 OF THE DRAFT CONVENTION,

The PRESIDENT recalled that the Preparatory Commissi had added the followi
to Article 33 of the draft Convention : P v mission had added the following note

“ In giving an opinion on this article, the Governments will take into account the
report requested froxq the Committee of Budgetary Experts regarding the number and
- nature of the categories to be laid down and the methods of publicity thus adopted in
connection with the provisions of the annex regarding limitation referred to in Article 10
of the present Convention. *

The Committee of Experts on Budgetary Questions, in its report, came to the following
conclusion :

4

. . afterclose enquiryand discussion, the Committee (which is of opinion thatit 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
c:(f)nclusionl that it cannot recommend any method of detailed publicity by catcgories
of materials. **

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

Viscount MusHAKOJT (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 categorics formulated
by the Committee of Experts and reproduced in the Model Statements under the subheads
L, M, M{a) and N.”

M. LouNAaTCHARSKI (Union of Soviet Socialist Republics) pointed out that, for the reasons
which he had already given in his speech on May 11th?, 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

uestions. - .

0 The Soviet delegation, moreover, thought it necessary to extend Article 33 of the draft
Convention to aircraft, engines and other devices and material of military aviation. I? allso
agreed with the proposal submitted by the German delegate to the Preparatory Commission
(Report by the Commission, Section 201, document C.690.M.289.1930.1X}, that theinformation
submitted should express, not only the cost of production, but also the quantity of material
manufactured. For that purpose, the information submitted should be accompanied by a
specification of the war material to which it referred.

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

“1, Add in the first paragraph of the Article the words: ‘. . . and air’ after the
word “sea’.

““2. Add a further paragraph worded as follows to the €nd 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.



General Tanczos (Hungary) recalled the Hungarian delegation’s statements at the meeting
of May 11th?. For reasons explained at the time, the Hungarian delegation was not in a position
to define its attitude towards the questions raised in Article 33 until the competent
Commissions had taken a decision of principle on the question of the combined application
of direct and indirect limitation and on the problem of publicity. For these reasons, and in
the general interest, the Hungarian delegation proposed not to continue the discussion 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 conclusion that it was impossible for all States
to furnish an annual account of the expenditure devoted to various categories of material.
He thought it advisable to remind the Commission briefly, without eptering into a _technical
discussion of an extremely difficult question, of the reasons for which the Committee 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
Cor:llmittee 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 T4anczos stated that by this acceptance
he waived his proposal to adjourn the discussion. ‘

Colonel KARMANN (Germany) was glad to note that the Soviet delegate agreed'as to the
necessity of including in the published figures both the cost of production and the quantities
manufactured. He approved the observations of the Hungarian delegate.

M. RapuLesco (Roumania), Chairman of the Technical Committee, noted that General
Tanczos agreed with the French proposal, and that, consequently, there was no objection to the
question being referred to the Technical Committee. It should, however, be pointed out
that the Technical Committee would be engaged for some time in examining the documents
submitted to it and could only take up this question at a later date and probably only after
the other Commissions had reached a decision on the subject. Even if the Commissions did
not take any decision, the Committee might consider a solution in the purely technical sphere.

Mr. CARr (United Kingdom) supported the conclusions arrived at in Chapter 19 of the
report by the Committee of Experts on Budgetary Questions. In his view, those conclusions
probably represented the maximum that could be attained. He did not wish, however, to

(()Z%I:r?rsrfittt}ég. Hungarian and French delegates’ proposal to refer the subject to the Technical

1

The Commission decided to vefer this matter to the Technical Committee, togeiher with the

proposals made by the Japanese and Soviet delegations.

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

The PRESIDENT pointed out that, in Chapter 21 of its report, the Committee of Experts

on Budgetary Questions had examined the advisability of providing for the communication

1 See Minutes of the ninth meeting.



fiscal, labour or commercial legislation, concessions, or on the question of unpai i
rendered to the State by individuals or institutions for defence pur;loses. Thisfn:latlt)e;,dhf;:{':\lr%?
did not properly form part of the question of the limitation of defence expenditure, and the
Committee had been reluctant to make any suggestion which might overburden the competent
organs by obliging them to study legislation, etc., which was in most cases unrelated to the work
of such organs. The Committee therefore left it to the Conference to consider (after consulting,
if it so desired, any other bodies which were competent to advise) whether special measures
were necessary in this matter.

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

M. JacoMET (France) 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
_leltatlon Convention, to examine the problem of facilities granted to armament concerns
in the form either of exemption from taxation, or of labour or commercial legislation, since
such facilities were means of increasing the production of war matcrial. 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. pe MopzeLEwsK! (Poland) appreciated the importance of the question of facilitics
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 war
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 KARMANN (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. Rapuresco (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 Commiltee.

34. *“ 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 Technical
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 of the German delegation
in document Conf. D.7g before the Commission entered into a discussion of questions relating
to budgetary limitation. This declaration was worded as follows :

“The German delegation are of opinion that the numerous deviations from the
solid basis of the gold standard which have recently occurred are going to bring about
such a decisive and unforeseen change in purchasing power that, for the time being, the
method of financial limitation cannot be used as an effective measure of disarmament.
Under the present economic and monetary circumstances, the application of this m::thod
would give rise to continual derogations which would seriously interfere with the s.eafdy
advance of the process of contractual disarmament. Moreover, the establishment 41:)_ a
common plan for the financial limitation would be connected with extraordinary difficulties
owing to the great differences which are at present existing in the various countries as
to the stocks of material in hand. On the other hand, regard must be had to the fact
that any really effective direct disarmament would be automatically accompanied by
the indispensable decrease of the heavy financial burq?ns under which the nations are
suffering owing to the exaggerated level of armaments.
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biect to this declaration, the German delegate would be glad to take part in the
discusslslio]:c on Article 29 regarding total limitation, provided the s ecial limitation laid down
in Articles 10 and 24 were not discussed either from the technical or political point of view.

General TaNczos (Hungary) associated himself with the declaration just made by the
German delegate. He did so all the more readily as it was in agreement with the statement
made by the Hungarian delegation at the meeting of May 11th.

The PrESIDENT pointed out that the Committee of Experts on Budgetary Questions had
recognised the necessity of providing for various legitimate causes of fluctuations by allowing
a certain elasticity when fixing the limits of expenditure of the contracting parties. It was for
the Commission to decide whether it shared this view. If so, the Commission might examine
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 :

(@) Countries which have comparatively small national defence budgets, and

() 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 mnational
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 (), 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®.

Viscount MusHAKOJ1 (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 in the sphere of national defence. It had been obliged to assign for this
purpose more than 200 million yen or about 20 million pounds sterling. The Japanese
delegation was of opinion that such quite exceptional expenditure did not, properly speaking,
constitute national defence expenditure. It did not object to the inclusion of these credits
In national defence expenditure as regards publicity. But from the point of view of the
limitation of expenditure, the Japanese delegation thought that the credits in question should
not be included in national defence expenditure. The Naval Agreements of Washington and
London had, moreover, been drawn up in the same spirit as regards the replacing of vessels
lost by accident. Under these circumstances, the Japanese delegation thought it would be
advisable to instruct the Technical Committee to examine this question with a view to finding
a solution suited to actual requirements.

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

1 See Minutes of the tenth meeting.



36. FLUCTUATIONS IN THE PURCHASING POWER OF VARIOUS CURRENCIES.

The PRESIDENT_pomted 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 standard or not—should be expressed in the currency of the country,
The Committee had pointed out that among the countries invited to take part in the Dis-
armament Conference there were three which were on the silver standard and five in which
the gold standard could not be said to be fully established. It went without saying that the
de facto situation had considerably changed since the report was drawn up in February 1931,

The Committee of Experts considered that in gold-standard countries variations in the
cost of national defence services would, as a rtule, be kept within fairly narcow limits; it
had not, however, disregarded the possibilities of more important changes in the future, and
had ther.efore tried 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 the various cost of living indices, together with the wage indices, compiled in many
countries, could not form a basis for any readjustments which might have to be made in the
limits fixed in the Convention.

The Committee was therefore of opinion that no existing index or combination of indices
could form a suitable base for an automatic adjustment. Moreover, the Committce had found
it impossible to compile a special index satisfactory enough to be applied automatically,

The Committee had concluded that it was necessary to consider each case scparately,
and to take into account factors which could not be easily given due weight in the compilation
of an index. This consideration had led the Committee 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 place at the beginning of the Confer-
ence, several delegates had emphasised the importance oF 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 delegation
contained on page 48 of document Conf.D.gq, 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 dcle-
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.110), 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, but without attaching to it all the importance
which it possesses at the present time. If monetary instability actually exceeded a certain limit,
that fact might undermine the entire system of budgetary limitation. In view 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 drawing up an index by means of which a comparison
can be made of the internal purchasing power of different currencies would no doubt meet
with so many difficulties that it would appear quite inadvisable to adopt this course.

There is, therefore, a choice between two methods. Either 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 automatic
disarmament in case of inflation. I think, however, that in spite of the changes which 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 the draft of the budgetary
experts. This draft suggests a special procedure for readjusting the limits to be fixed
in the Convention. A country suffering from inflation may ask for a readjustment of its 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
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It is therefore indispensable to make a special study, in countries which have abandoned

the gold standard, as to the extent of fluctuations in internal prices as shown by price indices.
This is a purely objective study.
_ On the other hand, the French delegation is of opinion that the question of variations
in the cost of armaments has also a definitely administrative aspect, since the pay of the
personnel and the cost price do not always vary as rapidly as internal prices. For instance,
it may be noted that wages and salaries fgr a Iong time remain on the same level while the
index figures and the cost of living are undergoing considerable fluctuations. From the
administrative point of view there are, in consequence, elements of stability in the cost of
armaments which 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 principal countries which have aban-
doned the gold standard show that comparative stability 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 likely that the almost simultaneous abandonment of the gold standard by a group
of countries bound together by a series of economic and financial interests 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. Hutonen (Finland), on behalf of the Finnish delegation, supported the Swedish
proposal. He thought the procedure suggested by the Committee of in)_erts on Budgetary
Questions was rather unwieldy and would take up considerable time. Fluctuations in the
purchasing power of a currency might be very rapid and extensive. For instance, in Finland,
the price index rose during the year 1920 from 819 to 1103. There had been even more striking
examples in Germany. . ) ) _

While approving the proposal to refer the question to the Technical Committee without
giving the latter any special instructions, the Finnish delegation expressed the hope that the
Technical Committee would not lose sight of the practical and political consequences its
conclusions might involve. If the supervisory organ were given more extensive powers, it
would be more difficult to restrict the number of its members, and thus to omit certain States,

as provided in Article 40 of the draft Convention.

Colonel KARMANN (Germany) suggested that the Swedish and French statements, in
view gf their far-reachin(g importya?nce, should be printed and distributed. He thought the
Swedish proposal offered the best solution and wo_uld bring about a saving of time and m]c;pey.
He hoped that the Technical Committee, especially if assisted by experts on this subject,
would overcome the difficulties connected with currency fluctuations.

i te's wi ied with and the
£NT replied that the German delegate’s wish would be complied with a!
state’{r:lt;tr;snfnsz:ge by MPM. Sandler and Jacomet would be inserted in extenso in the Minutes.

M. RapuLEsco (Roumania), Chairman of the Technical Committee, noted that this was

the twenty-fourth question which it was proposed to refer to the Technical Committee. The

teful for this sign of confidence and esteem. '
latteitw‘izslmétrg?ﬂz ig)l;teto study thegquestion of cliluctuciltll)ortljl blln ghet Eulgxasg?]% ?\?1:::; :)é
i i o much debated and so debatable 1n theory,
practice 1 qutf:t;g?mwrﬁghs%?zci of concrete conclusions. Two methods had been proposed

?J: (t:ltlli‘;est?:cligy . the constitution of a special committee or reference to the Technical Committee,
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in the cost of armaments has also a definitely administrative aspect, since the pay of the
personnel and the cost price do not always vary as rapidly as internal prices. For instance,
it may be noted that wages and salaries fgr a Iong time remain on the same level while the
index figures and the cost of living are undergoing considerable fluctuations. From the
administrative point of view there are, in consequence, elements of stability in the cost of
armaments which 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 principal countries which have aban-
doned the gold standard show that comparative stability 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 likely that the almost simultaneous abandonment of the gold standard by a group
of countries bound together by a series of economic and financial interests 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. Hutonen (Finland), on behalf of the Finnish delegation, supported the Swedish
proposal. He thought the procedure suggested by the Committee of in)_erts on Budgetary
Questions was rather unwieldy and would take up considerable time. Fluctuations in the
purchasing power of a currency might be very rapid and extensive. For instance, in Finland,
the price index rose during the year 1920 from 819 to 1103. There had been even more striking
examples in Germany. . ) ) _

While approving the proposal to refer the question to the Technical Committee without
giving the latter any special instructions, the Finnish delegation expressed the hope that the
Technical Committee would not lose sight of the practical and political consequences its
conclusions might involve. If the supervisory organ were given more extensive powers, it
would be more difficult to restrict the number of its members, and thus to omit certain States,

as provided in Article 40 of the draft Convention.

Colonel KARMANN (Germany) suggested that the Swedish and French statements, in
view gf their far-reachin(g importya?nce, should be printed and distributed. He thought the
Swedish proposal offered the best solution and wo_uld bring about a saving of time and m]c;pey.
He hoped that the Technical Committee, especially if assisted by experts on this subject,
would overcome the difficulties connected with currency fluctuations.

i te's wi ied with and the
£NT replied that the German delegate’s wish would be complied with a!
state’{r:lt;tr;snfnsz:ge by MPM. Sandler and Jacomet would be inserted in extenso in the Minutes.

M. RapuLEsco (Roumania), Chairman of the Technical Committee, noted that this was

the twenty-fourth question which it was proposed to refer to the Technical Committee. The

teful for this sign of confidence and esteem. '
latteitw‘izslmétrg?ﬂz ig)l;teto study thegquestion of cliluctuciltll)ortljl blln ghet Eulgxasg?]% ?\?1:::; :)é
i i o much debated and so debatable 1n theory,
practice 1 qutf:t;g?mwrﬁghs%?zci of concrete conclusions. Two methods had been proposed

?J: (t:ltlli‘;est?:cligy . the constitution of a special committee or reference to the Technical Committee,



— 61 —

It is therefore indispensable to make a special study, in countries which have abandoned

the gold standard, as to the extent of fluctuations in internal prices as shown by price indices.
This is a purely objective study.
_ On the other hand, the French delegation is of opinion that the question of variations
in the cost of armaments has also a definitely administrative aspect, since the pay of the
personnel and the cost price do not always vary as rapidly as internal prices. For instance,
it may be noted that wages and salaries fgr a long time remain on the same level while the
index figures and the cost of living are undergoing considerable fluctuations. From the
administrative point of view there are, in consequence, elements of stability in the cost of
armaments which 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 principal countries which have aban-
doned the gold standard show that comparative stability 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 likely that the almost simultaneous abandonment of the gold standard by a group
of countries bound together by a series of economic and financial interests 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
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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 ?
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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. HurtoneN (Finland), on behalf of the Finnish delegation, supported the Swedish
proposal. He thought the procedure suggested by the Committee of hxi{erts on Budgetary
Questions was rather unwieldy and would take up considerable time. Fluctuations in the
purchasing power of a currency might be very rapid and extensive. For instance, in Finland,
the price index rose during the year 1920 from 819 to 1103. There had been even more striking

mples in Germany. ) ) )
ox '\%hile approvingythe proposal to refer the question to the Technical Committee without
giving the latter any special instructions, the Finnish delegation expressed the hope that the
Technical Committee would not lose sight of the practical and political consequences its
conclusions might involve. If the supervisory organ werc given more extensive powers, it
would be more difficult to restrict the number of its members, and thus to omit certain States,
as provided in Article 40 of the draft Convention.

KARMANN (Germany) suggested that the Swed:sh_angl French statements, 1n
viewcg}ot%fir far-reachin(g importya)nce, should be printed and distributed. He thO(lllght the
Swedish proposal offered the best solution and would bring about a saving of time ;1!1 mg_ne);.
He hoped that the Technical Committee, especially if assisted by experts on this subject,
would overcome the difficulties connected with currency fluctuations.

. g r . - - he
lied that the German delegate’s wish would be complied with and t
state?nlt;tr;nri?g: 1;; r;iliil? Sandler and Jacomet would be inserted in exlenso in the Minutes.

M. RapuLesco {(Roumania), Chairman of the Technical Committee, noted that this was

the twenty-fourth question which it was proposed to refer to the Technical Committee. The

ful for this sign of confidence and esteem. ’
lattell‘tw:rixfllc:ltrgan (:?5, ggteto study thegquestion of ﬂuctugt}x}oxzs blln ghet l?ur:;la%x‘:% ;‘)vo}r_:g; ;Jrfl
i i h debated and so debatable 1n theory,
money, & g0 N e subject of co lusions. Two methods had been proposed
1 i the subject of concrete conclusions. ' :
?:: tltlli‘;estTcllgyh:t tflc::t:onstitutic]»n of a special committee or reference to the Technical Committee.
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. ulesco was in favour of the second solution and was glad that the United Kingdom
3216182:& had withdrawn his proposal to constitute a special committee. The Technical
Committee would naturally take advantage of its right to call in competent persons
for the examination of the theoretical aspects of the problem. The Committee’s task
would be to examine the question of the purchasing power of money from the point
of view of the main object of the Disarmament Conference—namely, the conclusion
of a definite contract between sixty Powers. It would do everyt_hmg in its power to submit
a clear, technical and accurate report. He wished, however, 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 Commitice.

37. DOCUMENTATION RELATING TO NATIONAL DEFENCE EXPENDITURE SUPPLIED BY
GOVERNMENTS : STATEMENT BY THE CHAIRMAN OF THE TECHNICAL COMMITTEE.

M. RapuLesco (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, Swgden, 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 countries 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 relating to the national defence expenditure of the various countries, would do its
best to cope with this task. The countries represented at the Conference should, however,
also make an 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 Disarmament
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, af 11 a.m.

President : M. DE VASCONCELLOS.

38. STATEMENTS BY THE VICE-CHAIRMAN AND GENERAL RAPPORTEUR OF THE TECHNICAL
COMMITTEE ON THE WORK AND THE REPORT ! OF THAT COMMITTEE.

Mr. Lyon, Acting Chairman of the Technical Com it | |
, _ tee, .
Rapporteur, took their seats at the table of the (Iommis;!ilt:n.ee and M. Jacomet, General
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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 9o 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 ; thestudy 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 Iog) 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
tnier 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 infer alia the problem raised by certain exceptional and unfore-
seeable expenditure incurred as the result of a rebellion, for the protection of nationalsorin 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



i ments when he said that the proposals for detailed publicity on the basis of Article 8 of
f;l;tlct:wenant were a unanimous regommendation. On the question, however, o{ ;imlta(til_(:p of
expenditure, divergent views had been expressed, pot so much on the essenti (I:_tl)n f1110ns
of limitation as on the extent to which those conditions were or could be fulfilled. He felt he
could say that the members of the Committee were more or less in agreement as to thtla1 technical
conditions governing limitation. Some members, however, had pointed out that, at the present
moment, some of those conditions were not fulfilled, and it would be wiser to wait a few years
before taking a decision on the subject. ' _ . _ ot

Lastly, Mr. Lyon pointed out that, in the final point o_f its conclusions, 'the Committee
expressed the opinion that its report embodied reasoned replies to all the questions referred to
it, and that those replies would enable the Expenditure Commission to come to the necessary
decisions on the subject of limitation and publicity of expenditure. He would leave it to
M. Jacomet, the General Rapporteur, to explain in greater detail thecontents of t_l_le report, the
logical development of its chapters, and the data which would provide the National Defence
Expenditure Commission with a basis for the adoption of solutions which might 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 preparations for national mobilisation.

** True to the spirit in which 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.¢., 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. o

'* 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 investigations made by your Committee very soon showed that States entered their
national defence expenditure in documents of very varying structure, and that it was therefore
inconceivable that they could prove compliance with their contractual obligations established
on one common juridical basis by means of such diverse instruments. o

“In confirmation, therefore, ot its predecessor’s conclusion, the Committee found it
necessary to create a uniform framework within which States would be obliged to enter all
their national defence expenditure within the meaning of the Convention in accordance with
very strict rules.

*“ This framework is the Model Statement with which delegations are already familiar,
and .\.vhlch_ls the keystone of the machinery proposed. : w
It will be your duty, therefore, to decide whether proof of any undertakings given in

respect of the limitation and publicity of expenditure will entail the presentati .
of their national defence expenditure on uniform lines. P o by, all countries
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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 paymenis

which will have to be entered in the Model Statement as the legal evidence of compliance
with contractual obligations.

t‘t

*“ 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.

*
L

‘* 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 10: 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
—t.e., Articles 10, 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.

NAT. DEF, EXP. COMM. 5.
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i iti ivi i kinds of limitation

o hnical conditions necessary for giving effect to the various 3 at

laid do‘{vl:lei;e(t:h: ldraft Convention would appear to be of two kinds : the technical conditions
eculiar to each form of limitation proposed, and the general technical 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 Article 29 ;

““ The problem of separate limitation of the expenditure on the three forces, as
contemplated in the note appended to Article 29 of the draft Convention ; .

““ The problem of limitation of expenditure on land and naval material (Articles 10

and 24).

* The Technical Committee considered that the'sp_ecigl technical condit_ions necessary
for the application of Article 29, dealing with global limitation, were the following :

*“ (@) Tt should be possible for each country to make a full and correct return of its
national defence expenditure within the meaning of the Convention ;

“ (6) It is essential that a supervisory body should be able to check sufficiently
closely for practical purposes the full statement of each country’s national defence
expenditure.

““ Part ITI of the report is devoted to a study of these two technical considerations.

* You will observe that the Committee has unanimously adopted an affirmative conclusion
as regards each country’s ability to make for practical purposes a full return of its national
defence expenditure. N '

*“ As regards the degree of ‘ controllability * of the complete return of each country’s
national defence expenditure, the Committee considers that, for the practical purpose for which
such verification is required, it will be possible to verify with a high degree of accuracy by
means of the accounts whether the rules proposed by the Committee for calculating the total
national defence expenditure are being applied by the States.

" 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

ossible,
P The problem of limiting expenditure on land and on naval material hasbeen 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 expenditure is authorised that public authorities have to state clearly the
actual purpose of the expenditure. For the real purpose of the expenditure to be known, the
payment must necessarily be brought into juxtaposition with the credit. The authenticity
of the payments entered In the accounts depends on the way in which the actual execution of
the budget is supervised and the accounts audited., These are the real reasons why the
Expenditure Commission asked the Technical Committee to make a study of the budgetary
system of the various countries.

o sufcently scosan i o Aoyion by the Committee willive the Expenditure Coramission
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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, 50 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 passages
I have just mentioned, will give the Expenditure Commission all the data necessary to decide
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 Price fluctuations are not too violent, the Committee is of opinion that the
*living system” which it recommends will allow of a re-adjustment 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 proiosals you will find
certain observations submitted by some of its members, a glance at whichshows theimportant
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 views inherent
in the re-adjustment of limits in the case of fluctuations of purchasing power.

““ On several occasions, moresparticularly 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.
It so, the idea should not be lost sight of in the discussions which may ensue in the Commission
regarding the efficacy of budgetary limitation. :

L
* -

‘‘ 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
XIand XVI asregards 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 gonclusions cont_ained in t.he Technical Committee’s
report regarding the application of Article 38 are subx_nftted unammqusly. .

“ The unanimity felt regarding the technical conditions for applying a system of publicity
is, moreover, very evident from the combined text of the Technical Committee’s conclusions
and the general reservations submitted by the various members of the Committee which 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 period of from four to five years, after which the situation
should be re-examined in order to ascertain whether by then it is possible to apply the system
of budgetary limitation recommended by tI}e report—i.e., to frar_ne a Conveptlon on the legal
basis of the payments effected. The American e.xpe;t_‘s rese.rvatxon.emphasmed, not only the
value of budgetary publicity, but also the practicability of its application.

* I should point out that the Committee has on several pqcasions suggested_in its report
the possibility of machinery combining limitation and publicity.

“ On pages 107 and 108 of the report the Technical Committee shows that detailed

ublicity would be necessary to prove observance of the limitations laid down in the draft
gonvention, 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 10, 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
;:ontained in the tables of Head IV of the Model Statement for each of the land, naval and air

orces.
* * ®

““ 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 important change in the arrangement of Head IV
with regard to expenditure on naval material. The Technical Committee proposes that a
distinction should be drawn between expenditure on construction, including arms and
ammunition—that is to say, total expenditure on construction of ships—and expenditure
for r?taintenance 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 explanations it may desire.

* With regard to the reconciliation tables, which are of fundamental importance in the
machinery of limitation and publicity, as well as for the supervision of contractual obligations,
I have to point out to the Expenditure Commission that, in accordance with the German
expert’s 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 Committee is in complete agreement with regard to the whole of this part of the
report, as the instruments apply, not only to publicity under Article 38, but also to limitation.

“* The divergencies of opinion which were revealed in the Committee related only to the
use to be made of these instruments for purposes of limitation.

* * .
** My statement would be incomplete if I did not put clearly before you all the measures
provided by the Technical Committee to ensure efficacious s?:pervisiosrrx of limitation and
publicity 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 publicity obligations based on payments made could
not be produced until after a long period (fourteen months after the end of the financial year),
felt it should propose additional publicity, which 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 send 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 national 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 the estimated
payments to be made out of annual credits, but also the amount of the payments it is expected
to make during the year out of credits covering several years.

‘* The method proposed by the Committee would therefore tend to restore the rule of
budgetary annalité in the international sphere, to which there are numerous exceptions in
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.

* ¥n 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 tge 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 which States will have to subscribe.

‘.l

‘1 think I should draw the Expenditure Commission’s attention to the fact that certain
technical problems relating to the fixing of limits have been conditionally discussed. This is
the case with the problems connected with the fixing of an annual average limit of expenditure
covering a certain number of years. The Technical Committee thought that, so long as the
repercussions on each State of the Disarmament Conference’s decisions were not determined
it cop'ld not definitely commit itself as to the actual machinery for fixing annual limits. '

Once it has decided on the actual principle of limitation, however, the Expenditure
Commission will find in the alternative version of the questions raised by this problem the
elemen_}.; on vir)l;lch i;s views are based.

. .. The problem of transfers between the limits of the three forces has also been i

in the same conditional manner. When, however, a decision has been taken regardingcllie;li:a‘:il;g
of expenditure on the three forces, we trust that the statement of the problem of transfers
which you will find in Chapter XIV of the report will make your decisions easier. Lastly,



I would also draw the Expenditure Commission’s attention to one problem which, though
it has nothing to do with the actual fixing o_f ]:qllts, 1s o_f very great importance as regarc_ls
determining the observance of contractual obligations. This is the special procedure for certain
exceptional and unforeseeable expenditure not involving an increase in the armaments of the
incurring it. _ ) o
coun.t.r%’nl&cizconﬁection, the Committee has proposed a q}nte definite _procedure, and it will
be your duty to say whether you think this procedure advisable and suitable for embodiment

in a contractual provision.

*
» *

“ [ 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 length is that we were anxious to elucidate all the
technical data which you need for your enlightenment and to avoid as far as possible your
having to re-open the discussions which took place in the Committee. If we have succeeded,
you will speedily be able to adopt practical conclusions which, we sincerely trust, it will be
possible to embody in the first Convention for the Limitation and Reduction. of Armaments.”

M. Francors (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 on the Rapporteur's
motion until the next meeling.

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. Frangois’ 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 ! 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 positive formula which
he had just quoted, the much more moderate sentence which appeared in Point 106 of the
conclusions to the report.* In those circumstances, General Barberis had wondered whether
it 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
against these hesitations he had set the absolute confidence he felt in M. Jacomet’s scrupulous
impartiality, and unreservedly supported M. Frangois’ proposal.

The Commission decided to appoint M. Jacomet joini Rapporteur to the National Defence
Expenditure Commission. |

40. GENERAL DiscussioN oF THE TECHNICAL COMMITTEE’S REPORT (Document Conf. D.158
and Addendum).

M. SANDLER (Sweden) remarked that the Expenditure Commission’s task was, not only.
to examine the technical aspect of the questions before it, but also to prepare the decisions
to be taken by the General Commission.

R e —

! Document C.T.160(1).
* Document Conf.D.138, Page 23t.
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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 payments as
the basis of the future Convention. The Committee had similarly been unanimous in recognising
that each country could make a complete return of its national defence expenditure and that
it was possible to check the figure of this expenditure with a high degree of accuracy. It might
therefore be said that on all these questions, as, incidentally, on most of the essentially technical
questions, the members of the Committee had been in mutual agreement. Conflicting views,
however, had been expressed when the Committee came to deal with problems which went
somewhat beyond the strictly technical sphere. Those were all questions which the speaker
thought shouid be settled, not by the Technical Committee, but by the Expenditure Commission
or even by the General Commission. o .

M. Sandler proposed to discuss the questions before the Commission from the standpoint
that limitation of expenditure should be regarded, not as an isolated measure, but as one of the
essential elements of a complete system of disarmament. Asregards the purpose of this mt.ethoc’l,
he might usefully point to a conclusion which emerged from the Technical Committee’s
investigations—viz., the impossibility of comparing the armaments of various countrics 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 thing 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 thercfore 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 ".! 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
;:ffect on the amounts spent by each country on the upkeep and development of its armed

orces.

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. Thereal 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,
should relate, not only to observance of the limits laid down for effectives and application of
direct methods for the limitation of material, but also to the whole of a country’s expenditure
on its armaments. The simplest and most tangible expression of the effort expended by a
country on its armaments was the figure of its national defence expenditure. The Technical
Committee had arrived at the conclusion that it 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 necessary, generally speaking, to rely on the figures supplied by Governments.' In the case
of supervision of budgetary limitation, on the other hand, not only would there be the assurance
given by a Government, but, in addition, the closed accounts interpreted with the help of
the reconciliation table and the explanations of the State concerned and the internal bookings,
which could, if necessary, be communicated to the Permanent Commission. It was clear
therefore, that the guarantees in the second case were much more reliable, '

! See Conference Documents, Volume I, page 27o.



The Technical Committee had only accepted as verifiable t}_ae ﬁgpres_ given separately i;} the
audited accounts, and it was on the basis of this extrem_ely’s:trlct criterion that th_e Committee
had formed its opinion as to the degree of ** controlability of the figures of national defence
expenditure. Consequently, when the Committee said that the grand total of this expenditure
could be verified with a high degree of accuracy, that statement had much greater weight
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 easy torealise than the first. From the technical
standpoint, such a distinction had no foundation, unless by publicity was meant a mere
exchange of information without any check on i.ts accuracy. If, on t.he contrary, they had in
mind publicity as represented by contractual obligations, such publicity would have to comply
with the same technical conditions as limitation. It could not, therefore, be said that the

roblem was to choose between publicity and limitation and to give the preference to one
Eecause it was easier to realise. The distinction to be drawn in this connection was not a
technical one ; it could only be made from the standpoint of the results given by each of these
methods. Limitation by itsclf was a disarmament measure capable of reinforci_ng direct 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 in 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 beconsidered.

As regards the qualifications attached by the majority to its conclusion, the United
Kingdom dclegation 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
to limiting the capacity of one particular weapon or one particular form of waging war. Global
limitation 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 orin theair. It followed, therefore, thatasystem
of global limitation of expenditure could not operate as a basic system, though it could be an
auxiliary method in a general plan of limitation.

The 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 effective if a certain price stability was maintained. Mr. Carr trusted that the London
Economic Conference would succeed in imparting this stability, but he would not at the present

moment consider that the problem of prices as connected with budgetary limitation had been
satisfactorily solved.

The United Kingdom delegate wished to add a few words on the procedure to be followed.
The Technical Committee's report was being carefully studied by the competent departments
of each Government. It was not for the Expenditure Commission but for the General
Commission to take decisions of principle on the subject of this report. The Expenditure
Commgssmr.l should confine itself to seeing whether it had anything to add to the Technical
Committee's work which would furpish a scientific basis for the decisions to be taken.
Delcgations which had not been represented in the Technical Committee might also have



i ations to make, and the same m’'3ht apply to delegations which had had that
;I:'l?\?illa:gg.bs?: his opinion, those observations should be mentioned in the report sqult}ed
to the General Commission. Mr. Carr, however, would strongly deprecate detailed dlscus&uoxz
of the various chapters and conclusions of the report. There was no need to follow the preceden
of other Commissions which had to deal with a certain number of questions more or less
independent of one another. The problem on which the Expenditure Commission had }tlo
give its opinion was a single whole. It was impossible to express separate views on each of the
elements composing it. The United Kingdom delegation did not intend to do so; it thought
that the Expenditure Commission’s task was to submit to the General Commission the
Technical Committee’s report at the earliest possible moment, together with 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 expenditure was a subsidiary
method in the sense that it should not be submitted as a self-sufficing whole but as an element
to be linked up with other methods of limitation and supervision. Its function was 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 construc-
tion and upkeep of military buildings, transport, the equipment of the nation and of national
industries for war purposes and all the measures leading up to industrial mobilisation, direct
or indirect subsidies to armament enterprises, technical research and experiment, 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
groper chronological order all the book-keeping operations effected since 1914. It was thus

ehindhand 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 of the 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 the year coniciding with the first application of the Convention could be published within the
requisite time-limit. For previous financial periods statements of payments in respect of

military expenditure would be submitted, 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 budgets and all requests 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 view of the well-known attitude taken by the French Government towards the cardinal
problem of international supervision of armaments, M. Palmade wished to emphasise what an
important contribution the budgetary method made to supervision of armaments themselves.
Efiectives could be controlled by comparing the expenditure entered in the special sub-division
of the Model 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



iture on various materials squared with the direct limits laid down for those materials.
%fyeﬁgrf?iﬂﬁous observation of the expenditurelincurr_ed by Governments for n;tlonal dc;fence
urposes, a Supervisory Commission, becoming daily more expert, could, by ﬁ seéles _of
calculations and comparisons and by workirflg out vtery full statistics, exercise really effective
isi the military activities of a country. o .
s"perr‘gf%':-::cetf gillegate then %ointed out how necessary it was to have a juridical definition
of limitation if budgetary supervision was to be effective. Only the existence of a contractual
limit would induce States to comply strictly with the instructions of the Conference regarding
the compilation of a Model Statement and its despatch in due course to the Permanent
Commission. This limitation was indispensable if they wished Governments to take all neces-
sary precautions to see that expenditure estimates were kept within the contractual limits.
After drawing attehtion to the elasticity which could be given to the machinery of limi-
tation owing to the fact that armaments expenditure was not a ground for making comparisons
between Powers, and pointing out that this elasticity would make it possible to allow for the
standard of living and the special conditions prevailing in each country, M. Palmade concluded
with the declaration that the French Government favoured the method of limitation of
expenditure because it fell entirely within the four corners of the resolution of July 23rd, 1932 ;
because, in the crisis through which they were now passing, it was felt by the nations to be
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 London 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 between wholesale
and retail prices, a gap which was one of the dynamic and fundamental factors in the present
economic crisis.

The general discussion was posiponed uniil the next meeting.

SIXTEENTH MEETING

Held on Wednesday, May 24th, 1933, at 10.30 a.m.l

President : M. DE VASCONCELLOS.

41. GENERAL DiscussioN oF THE TECHNICAL COMMITTEE’S REPORT (document Conf. D.158
and Addendum) (conttnuation).

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
serious technical objections. The German expert of the Technical Committee had, in agreement
with 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.

The technical considerations in the mind of the German delegation referred first to the
question of supervision. It was impossible to imagine really effective supervision of the
limitation of national defence expenditure. The figures of the expenditure subject to limitation
would, of course, have to be taken from the closed accounts and from the audited and published
exercice accounts ; it should be possible to find them in certified published documents. The
differences, however, between one country and another were so great that it was scarcely
possible to expect their elimination in 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
accounts. The experts had suggested reducing the time-limit considerably and fixing it at a
maximum of fourteen months. As the experts, however, had quite rightly considered that the
average of a period of at least four years should be taken, the result wouid be that observance
of the obligations contracted by the different countries conld only be proved after a considerable
interval. Possibly, the fact of observance could only be established when the term of the

convention had expired. It was obvious, therefore, that budgetary limitation was in present
circumstances impossible.



M. Moldenhauer then referred to the tardiness with which some countries cleared and
published their closed accounts. He had been glad to hear M. Palmade formally declare on his
Government’s behalf that steps would be taken in France to remedy this state of affairs.
No illusions need nevertheless be entertained as to the considerable obstacles which 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 innovation. He admired
the optimistic way in which the majority of the Committee had agreed that reforms of this
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 modernise 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 previous meeting regarding stocks,
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 armyrequirements
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 direct
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 scem 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 possible ; it
}Jelieved, however, that it was at present technically impossible to apply a system of budgetary
imitation.

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, difficultics
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 effort 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.

Referring to the procedure to be adopted, M. Palacios pointed out that the resolution of July
23rd, 1932, contained very clear indications on this point. The National Defence Expenditure
Commission and its Technical Committee had been asked to submit as soon as possible their
report on a system of limitation and publicity of national defence expenditure and the Bureau
had been instructed to draw up on the basis of that report a plan accomplishing the purpose



i _ The Commission should avoid going into details, seeing that its Technical Committee
;Lrgesg;;)lie,{i it with an admirable collection of documents giving all t.he necessary data. Eagh
delegation should confine itself to expressing the special views, which it wished to supmlt,
The Commission’s task should therefore be to draft a few articles intended to fill the gaps in the
draft Convention submitted by the United Kingdom delegation.

M. Koenic (Switzerland) said that his delegation accepted in principle the limitation of
national defence expenditure as one of the methods calculated to reduce armaments, this
being in conformity with the view expressed by M. Motta at the general discussion which
took place at the opening of the Conference. He would point out that Colonel Kissling, a
member of the Swiss delegation, had taken part in the work of the Technical Committee and
had supported the conclusions of the report. i _

In the Swiss delegation’s view limitation of national defence expenditure should beregarded
as one of the essential ways of limiting armaments, but not as the only method. If it were
the only method, the objections just made by the German delegate would be justified, but the
method was essentially auxiliary to the methods of quantitative and qualitative limitation ;
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 putting such
a system into effect, account would have to be taken of the special situation of the various
countries and of their particular military system.

Viscount MUSHAKOJI (Japan) noted that, thanks to the untiring efforts of the Technical
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 fapanese delegation endorsed the point of view there expressed. However
desirous 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.

The 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
regards limitation. It was desirable that in the first stage of disarmament the system of
publicity of military expenditure should be universally approved.

_As regards the procedure to be followed, the Japanese delegate supported the view of the
United nggiom delegation and considered that the Commission should study the opinions
and observations of delegations, particularly those whose experts had taken no part in drawing
up the Technical Committee’s report ; it should then make a report which would facilitate

the General Commission’s task when the latter came to express a fi ini inci
o be ataoten, press a final opinion on the principles

. General BARBERIS (Italy) said that the Italian delegation approved the negative conclusions
arrived at by certain experts on the Technical Commigtee as ré)gl;rds the ossigbility of applying
forthwith a system of limitation of national defence expenditure. On all the other points the
delegé:txon ?%)rog'ec.l the Te&:hnical Committee’s conclusions,

eneral Barberis pointed out that most of the previous speakers had digressed entirel
from the question on the agenda. The problem of Ii?nitation olf) expenditure chnsisted of twg
main questions : the political question as to the expediency of budgetary limitation and the
tcchnical question, which might be described as the reliminary question, as to the possibility
of putting budgetary limitation into practice. The General Commission had reserved the first
question and referred the second to the National Defence Expenditure Commission. As
earlier speakers, however, particularly M. Sandler, M. Moldenhauer and M. Koenig ha.d not
kept strictly to the agenda, General Barberis would also permit himself a digression: He did



not deny the advantages of limitation of expenditure, but, if the question of its expediency
were to be discussed, emphasis ought to be laid, not only on its advantages, but also 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, ifa 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. Palmade had tried
at the previous meeting to prove very ingeniously that reduced expenditure 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 1842 ; 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?. 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—s.c., 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 circvmstances, 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 accountsin 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 M. Palmade's
promise to submit statements of payments for previous exercices, the closed accounts of
which bad 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.
* Ibid., page 47.
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General Barberis felt entitled to state, after all he had just said, that they were still very
far from being in a position which would make it possible to apply budgetary limitation.
Mere promises could not be accepted as a juridical basis for contractual undertakings. Such
undertakings could only be assumed on the basis of real facts, not of desires 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 had felt no need to
intervene, as he considered the question was, nevertheless, very closely linked up with the
direct subject of the debate. Moreover, the General Commission would certainly not be 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 scope 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 desirability of limitation.
The Expenditure Commission was not a technical committee. It had the right and the duty
to examine from the practical standpoint the technical conclusions arrived at by the Committee
it had appointed. .

M. Palacios then pointed out that it was incorrect to say that budgetary limitation was
necessarily unfair, There was no question of fixing equal limits for everyone. The resolution
of July 23rd clearly stated that the special conditions of the various States should be taken into
consideration., Nor was the objection regarding monetary instability 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 wasa
will, there was a way. Unfortunately, in national defence questions, goodwill 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 applied. The plan was to reduce armaments in stages, and at each stage different time-limits
were laid down for the different categories 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 wasimpossible 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 budget of a particular country. Reduction of military budgets could
only be a sequel to reduction of armaments ; it could only be computed if there was a thorough
knowledge of the consequences of direct limitation in each country.

Perhaps it would be possible later, in a second convention, to graft budgetary limitation
on to direct forms of limitation, but for that, patience and experience were necessary.

Genera.l. de Siegler said, in conclusion, that the -Hungarian delegation was opposed to
budgetary limitation and thought it would be sufficient for the moment to have publicity

of national defence expenditure on the lines of the general i
Italian and Japanese oxperts. g reservation entered by the German,

As regards %'ocedure, the Hungarian delegat

£ ( 3 e endorsed t i i
meeting by the United Kingdom representative. he view expressed at the previous

42. DOCUMENTATION SUPPLIED BY THE GREEK DELEGATION.

M. Frangors (Netherlands), Rapporteur, inti i i
for G [ ' » Intimated that full documentary information
e © ;-eece had been deposited, so that the number of Powers which had sent inreturns was now
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43. GENERAL DiscussioN oF THE TECHNICAL COMMITTEE'S REPORT (document Conf. D. 158
and Addendum) (continuation).

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 diﬂicuﬂies, particularly as regards oversea territories. 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 systein
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 in 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 limitation, Admiral Hepburn felt he must frankly state that the arguments
of those who had described the defects of a system of budgetary limitation regarded as a
practical and technical instrument impressed him much more than the views of those who had
maintained that such limitation was desirable for other reasons. It certainly appeared to be
clear that it would take rather long to create such an instrument and still longer for its



— 80 — -

jon. The United States delegation therefore sygnpathisgd with the view that the most
pgfx:?;i!r?g mgtlfod would be that of publicity. He believed this would not only be the wisest
r}:lethod but also the method which would give the speediest results.

imous decision could be adopted in the Commission, Admiral Hepburn would
suppifrtn:hgnt?::;ted Kingdom representative’s proposal on the procedure to be followed.

M. pE MopzerLEwskl (Poland) thought that the Committee, by an excess of
conscientiousness, had perhaps gone a l_ittle 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 possess commonsense, would say vyitpqut
hesitation that limitation of national defence expenditure was valuable as a help in limiting
the armaments themselves. He would also not hesitate to say that an organised State knew
what it spent its money on. What the Technical 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 countries would show how far those conclusions could be
universally applied and what exceptions, if any, would have to be allowed. He emphasised
the elasticity which was a feature of the system advocated by the Technical 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 problem of purchasing power was the only one sufficiently elastic to cope
with the effects oxP currency instability. 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 relative size of those armaments. A certain amount of comparison
was possible only to a restricted degree and in the case of countries situated in quite 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 examination would take another year at least, the time materially essential
for perfecting a system which, it was to be hoped, would be unanimously adopted. During
that interval, it would be possible to remedy the administrative or technical difficulties expe-
rienced in the various countries. It might also be hoped, without being too optimistic, that
the economic and financial situation would improve and become fairly stable. In that case,
there would be no difficulty in giving effect to the principle of budgetary limitation, which,
as the Polish delegation saw it, should be an essential factor in the general system of limitation
to be set up by the future Convention.

M. LANGE (Norway) pointed out that the study of the possibility of limiting national
defence expenditure constituted the cardinal point of the efforts made to limit armaments.
The budget of rm.htary expenditure, as finally expressed in the closed accounts, was the point
where a country’s national defence requirements and its economic possibilities as regards
national defence met. The general volume of expenditure was the expression of a State's
military policy, the visible and tangible element oiP the effort it devoted to armaments. Any
Increase in military expenditure meant an endeavour to increase armaments. Norway had on
two successive occasions, six years ago and one year ago, reduced her armaments, and had
given initial expression to these reductions by cuts in the budget. Only later was thé National
Defence Ministry asked to adapt the country’s military organisation to those cuts.

The great merit of budgetary limitation was the opportunity it afforded public opinion

;f) cl}::::rmmg itself on this subject. A man’s most vulnerable point, they all knew, was hjs
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Another merit of budgetary limitation was that it affected all States, whereas other
forms of limitation only afifected 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 internationj relations. ]‘i'hat 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
conrllection 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 inraising the question of 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 8o

er cent of the total ; in some countries it even represented the whole of military expenditure.

oreover, 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

Governments would take to remedy this defect. He was sure that the system would improve
in practice. 4

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, in the present case, they amounted to a mon possumus. He, therefore, appealed to the
delegations concerned to reconsider the possibility of modifying their attitude. He did not
think it was mere chance that the reservations had been formulated by countries specially
powerful in financi al or technical resources.

NAT. DEF. EXP. COMM. &
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ative conclusion adopted by the Technical Committee as regards the possibility
of regx]:x::gding separate limitatil:)n of each of the three forces enabled him to state that global
limitation was preferable to the solution advocated by the Preparatory Commission of separate
limitation only for the land and sea forces, ignoring the air forces; yet these were to-day
the main field on which the military efforts of countries were concentrated. _

The Norwegian delegation would vote for limitation and Rubllcuy of_ patlonal de_fence
expenditure, but on the express condition that there was effective supervision of published
figures. In this connection, he could not too emphatically stress the observations made by
M. Sandler regarding the conditions of supervision necessary for limitation and publicity
respectively. Supervision was quite as essential for publicity as for limitation.

As regards the procedure to be followu!, t_he Noryvegnar_t delegate thpught that the
Commission should first vote on the actual principle of limitation as it was instructed to do
by the General Commission ; each delegation would then have to shoulder its own responsi-
bilities. At the same time, he agreed with the United Kingdom representative that all detailed
discussion should be eliminated and that the Bureau should, on the basis of the Techn_lcal
Committee’s Teport, 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 whether he thought that a system of
budgetary limitation would affect, to the same extent and with equal force as in other countries,
the Union of Soviet Socialist Republics, where the Government was able to fix prices as it
liked and to decrease, for instance, the prices of certain raw materials of particular importance
to national defence by proportionately increasing the prices of other articles. .

He next pointed out that the new German cruisers cost less than a capital ship 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 July 23rd, 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 Entenie 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 regards procedure, M. Zeuceano supported the proposal made by the United Kingdom
representative, -

M. Hotsti (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 should be exempted from separate limitation of the expenditure of each of the three
forces, in the event of such limitation being contemplated, The Finnish delegation would
withdraw its proposal, as it would have no further point should the principle of global limitation
be adopted as the Technical Committee recommended, - -

M. Holsti did not propose to explain why his delegation was in favour of global limitation
of national defence expenditure. Those reasons had been fully given by M. Sandler, M. de
Modzelewski and M. Lange. He would merely draw attention to one point * to which he
attached capital importance, namely, the necessity of providing a contractual clause in
accordance with which the total payment in one year and the value of armaments acquired-
and not paid for during that year might not exceed the limitation figure fixed for each State.

It was essential to give States a guarantee that their neighbours would not sudd nly i
imi acquire
armaments above the limit allotted to them by the Congvention'. nok sudde b

v

M. MaTos (Guatemala) stated that the Government of Guat imitation
of expenditure as an essential auxiliary of direct ﬁmitation,eTﬁl?n?g:ﬁgg t?te l:v%lllltl?lhbe
impossible to include cert.air_l r_nilitary activities in the operation of the Convention
contemplated. Budgetary limitation, by the effect it had on.the resources essential for the
acquisition of armaments, gave the average individual a concrete idea of limitation of arma-
ments themselvqs. _ It was the only method which could ensure the alleviation of taxation,
2 necessary preliminary to the restoration of confidence. It was the symbol of the will of

! See document Conf.D.158, page 214, paragraph 14.
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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 remained comparatively
stable or at any rate moved in the same direction. It seemed, therefore, that tEe 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 socon 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 countriesincurred
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 10,000-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 postponed until the next meeting.



EIGHTEENTH MEETING
Held on Saturday, May 27th, 1933, 4f 10.30 a.m.

President : M. DE VASCONCELLOS.

44. GENERAL DiscussioN OF THE TECHNICAL CoMMITTEE’S REPORT (document Conf. D.158
and Addendum) (continuation).

Viscount MusHAkoJI (Japan) referred to M. Lange’s remark at the previous meeting
regarding the reservations made by certain members of the Technical Committee. M. Lange had
said that those reservations were by no means positive and constructive objections—they
merely expressed the hesitation felt about applying budgetary limitation, and he added that the
reservations made by the great financial and military Powers showed the reverse of areadiness
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 had 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 had 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 wouldencounter.
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 Danish delegation was in favour of budgetary limitation and felt that publicity
alone was not sufficient. 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, to his mind, be the
measure of what could be hoped from the other sections of the Convention. Nothing could be
more discouraging for the Monetary and Economic Conference than an admission of failure
on such an important question as limiting the most unproductive expenditure which countries
ever incurred. Conversely, the greatest fillip to the work of the London Conference would be

if the Disarmament Conference declared that it had succeeded in stemming the flood of military
expenditure. '

M. Ts1EN-TAI (China) said that China, as an essentially peaceful country, was, in principle,

in favour of the limitation and publicity of national defenc i i
- . ¢ expenditure. In view, however, of
the grave occurrences which had been taking place on its territgry for the past nineteen months,

she was forced to renew the reservations? sh i
Commission on July 236, rone lons* she had made at the meeting of the General

i M:;lDdE fARMENTER(()iS_t (Cuba()) said he could not for t
ational defence expenditure. On the question of ici
the majority of the Technical Commit%ee. °f publici

he time being support limitation of
ty, he fully endorsed the findings of

! See Minutes of the General Commission, Volume I, twenty-seventh meeting, page 205.
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M. FELDMANS (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 M. 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 simpli: adopted, it would be impossible to
ascertain, except after very great delay, whether States had observed the limits individuall
allotted to them. This point could, however, be met. A solution had been suggested by M.
Jacomet.! 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 point 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 11th, 1930,
by Viscount Cecil, the United Kingdom representative on the Preparatory Commission,
from which he would quote verbatim the following passage :

ae

. - « 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 decide 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
there is an increase of expenditure on armaments in two countries it is probably an
increase in the same direction in each. Therefore, I believe that, as a practical business
move, the limiting of expenditure is going to be the most effective way in which you can
limit the growth of material.’”’ * :

To those arguments, which showed how the fact of one country following the lead of
another in the direction taken by its expenditure on armaments would compensate for the
shifting of the balance, M. Palmade would add another taken from his own experience when he

3 See document Conf.D.158, page 131.
. ¥ Document C.4.M.4.1931.1X, page 70,
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had, as Minister of the Budget, been obliged to reduce French military expenditure by 11,
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 wou_ld bg too keen opposition
on the part of the services concerned. It was not so easy as they imagined to hold the scales
even between the budgets of the various forces. . )

One of the chief concerns expressed in the Technical Committee was the difficulty caused
by fluctuations in purchasing power. He would remind 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 117 and 118 of the
Technical Committee’s report, the curves of the index figures for wholesale prices 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 wider
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 considerable fluctuations in both
countries in the value of the currency, and price movements had been disorderly. Since 1928,
the discrepancy had disappeared and the movements of index figures were again 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 si)eciﬁc duties calculated on the
weight and not on the price. The component elements of national 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 stané)ard, 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
could fall even though prices rose. He also knew, however, that budgetary expenditure rose
in spite of a {all In 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. Moldenhauer assured the Commission that he had no prejudice ;Nhat.ever against

budgetary Limitation. His objections were due to the clear view he took of realities. It wasnot
he who was prejudiced ; it was the other side which was too optimistic. '

General BArBERis (Italy) also wished to question the statement made at the previous
meeting by M. Lange. After appealing to the delegations which had entered reselt)'vations

regarding the possibility of immediately realising budgetary limitation to change their attitude,

the Norwegian representative had said that ** it was n i i
A ot accident
been made by countries which financially or t particularly sowertel - o]

A ) echnically were particularly powerful . General

Ezl;)t:ftr’;so?‘st:ﬁg “ltﬁlil.;nge tc’f :ﬁpl;m the exact meaning of thgse words,ywll)lich seemed to cast
ngness of the Powers in question to di i

that, at the present moment, the Unitod S(tl n to disarm, Could it, moreover, be affirmed

. : , ates of America, G .
specially powerful in financial resources, or did the United egir:lagley(‘m{ aal.):; ;‘r:gnf:?.‘lyW‘;f:ﬁ

supported budgetary limitation, really lack technical r ?
Referring to M. Palmade’s r cal resources .
solution could be found which :Voul?irrrl:;§:'i the Italian delegate agreed that very possibly a

e fo A t unnecessary to delay su isi
of the average limit until after the end of the period fo¥ which %’hatplei:nvilts I:rgso ﬂ:lgp(:lt;i%r.va{}ﬁ:



question of the average limit had never been settled. It was none the less true that, even if this
particular difficulty could be removed, effective supervision would only come into operation
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 which
aviation material could be used and stored was relatively short, but that was not the case with
war vessels, which lasted for thirty 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 by countries particularly powerful in financial resources was not accidental, he had
had no intention 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 subconscious inhibitions. It was true that the big Powers at
present had financial difficulties which were often greater than those of small countries, but
they bad 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 fartgest 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. e

There now apFeared to be unanimity on a large number of points. All the delegates were
agreed, in particular, in their appreciation of the great value of the Technical Committee’s
report ; in regarding a system oF publicity for national defence expenditure as possible, but
the seHarate 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 vatious 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, 1933, at 9.30 a.m.

President: M. 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 opinion
that a system of full budgetary publicity is practicable ;
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-* Taking note of the fact that the Technical Committee has not been able to make
a unanimous report on the practicability of budgetary limstation ; .

* Considering that a decision as to the desirability of including in the Disarmament
Convention provisions for Budgetary Publicity and Budgetary Limitation is a question
of principle which does not fall within its competence :

““ Decides to refer the report of the Technical 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. Frangors (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. Lance (Norway) thanked the United Kingdom representative for having witli.drawn
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. ' e

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—could 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
resen;ed the right to make some observations on four very important points in the draft
report. ‘ ~

The jbrocedura suggested by the Rapporteur was adopled.

TWENTIETH MEETING

Held on Saturday, Jume 3rd, 1933, at 10 a.m.

President: M. DE VASCONCELLOS.

46. GENERAL DisCussioN OF THE TECHNICAL COMMITTEE'S REPORT (document Conf. D.158
and Addendum) (conclusion).

M. ContouMAs (Greece) pointed out that the Greek Government had already had occasion

to express its views on the principle of indirect limitati imitati
ol bty p ation of armaments by the limitation of

During the work of the Preparatory Commission, M. Politi

v » M. Politis had shown the preference of

greice f°: hg!‘tli‘t“’,“ by budgetary methods. He had, however, pointed out the Ii)nequality of

'ofe: ﬂlllen which might result from applying this method of limitation if the special condittons
ach country were not sufficiently taken into account in the spirit of Article 8 of the Covenant,

such as the living conditions of the country, the pur i i
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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. ParLacios (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 . o

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. CArRr (United Kingdom) and
General BARBERIS (Italy), agreed with M. Moldenhauer.

General BARBERIS (Italy) noted that, in the third paragraph of ]Z‘ : ** Technical
Possibilities of applying a System for the Limitation of National 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 (Gerﬁadfny) would kike the end of the same aragraph to be so worded
as to show that Germany and the other countries referred to considered 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 MusHAXO]1 (Japan) agreed with General Barberis.

M. pE MopzeLEwskI {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
observation 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 country was endeavouring
topecg:loomise administrative expenditure. On this point, the Technical Committee had
considered ! 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 Statement based on the closed accounts. As regards .
subsequent years, it would perhaps be sufficient for States to send in their budgets to the

Permanent Disarmament Commission accompanied by a very brief note communicating
the total estimated expenditure on national defence within the meaning of the Convention
to be effected through the military budgets, the total similar expenditure to be effected from
the civil budgets, special accounts or other funds, and the grand total of estimated national
defence expenditure for the year. Such a solution would mean less onerous commitments for
the contracting parties, as it would not require the competent departments to carry out the
additional work of preparing the Model Statement. .

The Japanese delegation therefore asked that the report should take due account of this

opinion.

M. JacoMmeT (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 Technical Committee would continue its work and he asked for authority to place it
in direct touch with the General Commission. He also drew attention to the fact that, if the
principle of limitation or publicity of expenditure were accepted by the General Commission,
1t would be necessary subsequently to draw up detailed instructions regarding expenditure
to be included in the Model Statement.

! See document Conf.D.1 8, page 194.

3 See final text of the i )
mission (docament Con!.Df:g?;_t of the National Defence Expenditure Commission to the General Com-
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DOCUMENTS OF THE NATIONAL DEFENCE
EXPENDITURE COMMISSION.

r————

Conf. D./C.D./Agenda 2.
AGENDA OF THE SECOND MEETING.

Thursday, March 10th, 1932, al 10.30 a.m.

(@) Election of a Vice-President or Vice-Presidents.

(8) Election of a Rapporteur or Rai:porteurs.

(€)

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./C.G.6) :

1. 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 seciet 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.182.1931.1X) : ,
(@) Part of the report concerning publicity ;

(%) Part of the report concerning limitation, in so far as this part deals with
the questions enumerated under 1.

Conf. D./C.D.1.(x).

REVISED LIST OF MEMBERS OF THE NATIONAL DEFENCE EXPENDITURE

COMMISSION (FEBRUARY 271H, 1932 — JUNE 3RD, 1933).

Country Members Substitutes
Abyssinia: The Badjirondo ZELLEKA
: AGUEDEOU
Afghanistan : Lieut.-General Mohamed OyAr M. A. HuseiN Aziz Khan
. Khan Captain MoHAMED ALI Khan
. Secretary: Yusur Khan
Union of South Africa: Major F. F. PIENAAR
Albania: M.Lec Kurtt ’

United States of America: Dr. Mary E. WoOLLEY

The Hon. Norman H. Davis -
Rear-Admiral A. J. HEPBURN
General George S. SIMONDS



Country
Argentine Republic:

Australia :

Awustria:

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:

Gcm;any :
Greece :

Guatemala :
Haiti ;
Honduras :
Hungary :

India:

Iraq:
Irish Free Stale :

Members .
M. Enrique Ruiz GUINAZU.

Mr. J. G. LATHAM, or

Sir Granville de Laune RYRIE

Colonel Moro
M. Paul E. JANSON

‘M. A. CosTA DU RELS

M. Affonso Arinos
DE MELLO FRANCO
M. S. RIBEIRO

Sir John SimMoN -
Mr. GRIEVE
Mr. J. S. BARNES

Colonel MARINOFF

Dr. W. A. RIDDELL
Mr, L. B. PEARSON

- M. ]J. VALDES-MENDEVILLE

M. Liovu Yontao

M. A. J. RESTREPO
M. V. F1IGUEREDO-LORA

- M, C. DE ARMENTEROS

General A. EL14s
Major O. FARSKY

M. W, BORBERG
M, Alsing ANDERSEN

M. A. ScHMIDT

M.K.E,P. HUITONEN
M. R. HoLsTI

M. Paul REYNAUD
M. GigNoUx

M. Charles DUMONT
M. PALMADE

M. vON MOELLENDORFF -
M. MOLDENHAUER

General A, MAZARAKIS AINIAN

M. R. RAPHAEL
M. J. MaTos

Count A. AproNYI
General G, TANCZOS
M. J. PELENYT

Sir Henfy WHEELER .

Mr. J. J. HEARNE

Substitutes
M. Luis A, PopEsTA 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. SAA'VIEDRAfAGiiERO'
M. W. Hsiex

. General WaNcG Ho

M. Lone LiaNG
General TcHENG Kai

M. K. TRPAK

Vice-Admiral H. W, WENCK
Captain A.C.C. SéRENSEN .

Colonel R. TOMBERG

M. K. R. SWENTORZETSKI
Colonel 0. O, OLENIUS

M. R. MassiGLI
M. MoYSsET

M. L. AUBERT

Comptroller-General JACOMET

M. WoRBs
Colonel KARMANN

M. P. PIPINELIS
M. A. CoNTOUMAS

M. JAkABB

General G, DE SIEGLER
M. Szasz

M. PORKOLAL .
Lieut.-Colonel E. SPANNER

. Colonel GALYASI

The Rt. Hon, Sir Samuel HOARE
His Highness the AGA KHAN
Lieut.-Colonel S. G. V. ELLIs
Mr. A. W. DunTON -

Mr. S. LESTER



Country
Italy ;

Japan:

Latvia:
Liberia:
Lithuania :
Luxemburg:

Mexico:
Netherlands :

New Zealand :
Norway:

Panama:
Persia:

Peru:

Poland :
Portugal :
Roumania:
Sa’ud.i Ara.bz’a :
Siam:
Spain: ."
Sweden :
Switzerland :
Turkey:

Union of Soviet Socialist
Republics: .

Uruguay :
 Venezucla:

Yu'gaslavi a:

Members

Count Ugo CAVALLERO
General L. BARBERIS

M. N. Saro

M. J. FELDMANS
M. A.SoTTILE

M. Limas
M. P. KLiMaAS

M. F,CastiLLo NAJERA

M. J. P. A. FraNGOIS
M. W. H. VLIEGEN

Sir Thomas M. WILFoRD
M.C.L.LANGE

M. Narciso GARAY
M. AMADOR

M. S£panBODI
Colonel Ali Khan Riazx

M. J. pE MODZELEWSKI

M. Augusto DE VASCONCELLOS, or
M. Vasco DE QUEVEDO

M. A.ZEUCEANO

M. Savel RADULESCO

Sheikh HAF1Z WAHBA
Prince PrIDI

M. G. Franco LéPEZ
M. Leopoldo PALAC1OS

M. R. J. SANDLER

Colonel G. pE LORIOL
Colonel W. KISSLING

Necmeddin SADix Bey

M. A. LOUNATCHARSKI
M. S. VENTZOFF

M. P. Cosio
M. L.G. CHACIN ITRIAGO
M. Z. MAZURANIC

Substitutes

M. C. TUMEDE1
M. E.CanBI

Viscount K. MusHAKO]1
General TATEKAWA
Admiral W. KoMAKI

M. S. ARAKAWA

General A. KALEYS

Colonel J. LANSKORONSKIS

Colonel Othon LESN
M. C. RINGELING

Mr, C, KNOWLES
M. E. CoLBAN

M. Motamtpy
Captain M. A. MOARER

M. Marjan ZAKRZEWSKI
Experts : M. S, DvGar
Major B. MokRrzYCKI

Professor J. Lobo D’AviLA LimMaA

General Th, DUMITRESCO
Colonel J. Stoicesco
Lieut.-Colonel GOMOESCO

M. E. Dussac

Luang BHADRAVADI
Luang SIRIRAJ MAITRI

M. M. PEDROSO
M. Pelayo Garcia Oray

M. N. R. WonLIN
M. V. A. J. BRUNSKOG

M. R. Kanic

Expert : Colonel NURI Bey
M. F. GROBINE

M.E.E.BuEro

M. 1. PERNE
Adviser: Major B. POPADITCH
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Geneva, March 11th, 1932.

PROGRAMME OF WORK OF THE COMMISSION.

PROPOSALS OF THE BUREAU,

At its meeting on March roth, the Expenditure Commission decided to adopt as the
framework of its deliberations the report of the Committee 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 possibilities of combining the direct and indirect methods
are questions for the General Commission, the Expenditure Commission is of opinion 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, o

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.

L

A. Preliminary Questions.

_I. Necessity for a uniform presentation of figures for national defence expendituréof the
various countries (Chapter 1 : Introduction), : i

_ 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 Commission might proceed to a preliminary exchan i i
1 " 1 ge of views on all the questions
enumerated in the four following groups, while remembering that the almost e:gzlusively
technical character of these questions will probably make it necessary to refer them later to
a small sub-committee of experts. The same sub-committee might be entrusted with the

examination of the particulars supplied by the Gov i i
on armaments (st Aamma pP y ernmepts on the state of their expenditure

I. Definition of the term ** dnnual expenditure ** :

a) Definition of the term ** expenditure ** (Chapt .
Eb) Exercice accounts (Chaptell') 6b) ; (Chapter s) ;

(Chag:t)er Iz’lzl;).hcny of estimated expenditure qn the basis of parliamentary votes

2. Meaning and scope of the term ' Expenditure on national defence * : :

(@) Secret funds and changes in the appropriati "
Proposal by the Soviet delegation, documentpgong%%;lgon;agi i%n(dzrgﬁ;;t (5>§ 'Chapter i
(6) Gross and net expenditure (Chapter 7) ; ' w0
g;)) %ubS{dlles, loarcllgtand particiﬁations (Ch;lpter 8);
pecial expenditure caused by reductj 2 ;
_{e) Extrg-l}udggtary expenditurey(Ch;;tégnIg)f rmaments (Chapter ) ;
?)) Iéeﬁmfxon;; in th:a1 draft annex not exhaust
g) Larrying-forward of credits (Ch
(k) Tables C, D, E and F appe e peetst)

.iv.e (part of Chapter 12) ;
nded to the Model Statement (part of Chapter 20).’

N . — t Xt h Opted on Mal (:h ]‘th 1932 by the ]‘atlo"al Deie
ole Ihe { ] ()f t e p!‘oglamme Of work ll.d » » ]
Expendlt.ure Commlsslon (docut“ent COIIf.D.,’C.DJﬂ Wll be found 7
l on pages and 8 0‘ the M‘n utes Of t



3. Classification of this expenditure :

(a) The Model Statement (Chapter 2);

{6) Changes in the appropriation of funds (part of Chapter 3) ;

{c) Contents and classification of the subheads in the Model Statement (Chapter 11) ;
(d) Definitions in the draft annex not exhaustive {part of Chapter 12) ;

(¢) Separation of expenditure for the three forces (Chapter 13);

(/) 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 1g).

3. Communication of certain laws and regulations that may bear on national defence
(Chapter 21). ) -

D. Questions concerning the Fixing of Limilts.

I, Virement between the limits of the three forces (Chapter 15).

2. Fixing of limits so as to allow for variations in expenditure from one year to another
(Chapter 17).

. 3- Fluctuations in the purchasing power of various currencies (Chapter 18) :

(a) Proposal by the Swedish delegation, document Conf.D.g99, page 48 (sce also.
observations by the German delegation, document Conf.D.gg, page 32} ;

(5) 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 3).

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 : (1) that each
Government should fill in the Model Statement before the Conference, following as closcly
as possible the instructions relating to totals and to Chapter 4 (War Material) of the Modcl
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 mefhod 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 15) in the report of the Committee of Experts on Budgetary Questions
(document C.182.M.69.1931)]. 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 laid 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,



Conf.D./C.D.3.
Geneva, March 1sth, 1932.

FORMATION OF A TECHNICAL COMMITTEE.

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 Excellencs; M. Savel RADULEscO, Minister Plénipdtential:y, Head
of the Economic Division at the Ministry for Foreign Affairs, Vice-
Chairman of the National Defence Expenditure Commission.

Members : M. Shoji ARAKAWA, Secretary of the Ministry of Finance (Japan).

M. F. ]GROBINE, People’s Coymmissariat for Military Affairs (U.S.S.R.).

M. JacoMeT, Comptroller-General of the Army,. former Chairman of
the Committee of Experts on Budgetary Questions (France).

Colonel E. M. G. K1ssLING, Secretary of the Federal Military Department
(Switzerlanc‘lg. . . _

Mr, K. Lyon, C.B.E., War Office (United Kingdom). ) -

His Excellency M. Jean DE MODZELEWSKI, .Envoy Extraordinary and
Minister Plenipotentiary at Berne, Member of the Supervisory
Commission of the League of Nations (Poland). o

M. R. J. SANDLER, Director-General of the Central Statistics Office,
Member of the First Chamber of the Riksdag, former Prime Minister,
former Under-Secretary at the Ministry of Finance (Sweden).

Brigadier-General George S. SiMoNDs (United States).

M. Cesare TuMEDEI, Barrister-at-Law, Member of the Chamber of
Deputies, former member of the Committee of Experts on Budgetary
Questions (Italy). ‘ '

Commander Alvaro RODRIGUES DE VASCONCELLOS, former Member of the
Chamber of Deputies and Budget Rapporteur in the Brazilian Parlia-
ment (Brazil). ,

M. Worss, Counsellor at the Reich Ministry of Finance, former member
of the Committee of Experts on Budgetary Questions (Germanyy).

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 the above Committee :

. (@) To study the documentation regarding national defence expenditure supplied
in accordance with the decision 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.182.M.69.1931.1X) ;

(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 ; ‘

(€) To study the technical questions in connection with the limitation and publicity

of expenditure which the Commission may subsequentl i i i
o Thpcediture ovni may q y consider it advisable to refer

(d) To submit to the Commissi

_ 1 on in due course reports on the questio
to it for examination. P Auestions referred

gations of States represented at the Conference
ommittee with the additional documentation as

Note. — The text of the resoclution ado- i '
pted by the National D i issi
March 16th, 1932 (document Conf.D./C.D.4), will be found on page 1 le‘f;;ntc:e Ii:vﬁgle:g;tg;etlﬁogg?:ﬁ:lizgo%n



Conf. D/C.D.8

Geneva, April 15th, 1932.

SUPPLEMENTARY INFORMATION REQUESTED BY
THE TECHNICAL COMMITTEE.®

RESOLUTION ADOPTED BY THE TECHNICAL COMMITTEE ON APRIL I12TH, 1932,

In a note dated March 1gth (document Conf.D./C.D.5), the Secretary-General informed
the delegations that the Technical Committee set up by the National Defence Expenditure
Cognmlssmn 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, in 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
(fnw:lsl;udgets of the State or in the budgets of other public bodies or in special accounts and

unds).

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./C.D.g.

Geneva, April 1gth, 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,

1. Switzerland 7. Roumania
2. United Kingdom 8. Union of Soviet Socialist Republics
3. Germany 9. United States of America
4. Sweden v 10. France
8. Japan 11, Italy
6. Poland
B. POWERS NOT REPRESENTED ON THE TECHNICAL COMMITTEE.
12. Cuba - - 37. Peru
13. Denmark , 38. Persia
14. Dominican Republic 39. Portugal
15. Egypt . 40. Siam )
16. Spain 41. Czechoslovakia
17. Estonia 42. Turkey
18. Abyssinia : .43. Uruguay
19. Finland 44. Venezuela
20. Greece . 4 45. Yugoslavia
21. Guatemala - ) 46. Afghanistan
22. Haiti . 47. South Africa
23. Hejazand Nejd (Sa’udi Arabia) 48. Albania )
24. Honduras 49. Argentine Republic
25. Hungary 50. Australia
26. India » 51. Austria
27. Irish Free State 52. Belgium
28. Latvia : 53. Bolivia
29. Liberia ‘ - 54. Brazil
30. Lithuania 55. Bulgaria
31. Luxemburg 56. Canada
32. Mexico 57. Chile
33. Norway 58. China
34. New Zealand 59. Colombia
35. Panama 60. Costa Rica

36. Netherlands

1 For particulars of the information requested by the Technical Committee, see document Conf.
D./C.D.s, reproduced in the report of the Committee (document Conf.D.158), Volume I, page 234.
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Geneva, May 3rd, 1932.

CLASSIFICATION OF THE OBSERVATIONS TO BE ADDRESSED}II?' é)iiﬁ?ﬁ:;?gﬁ
IN ACCORDANCE WITH THE RULES OF PROCEDURE FOR T LR
OF INFORMATION SUPPLIED BY THE GOVERNMENTS, A 7

With reference to document Conf.D./C.D.7* (Rules of Pro}cl:eglt;rlect(')or; rtr}?tateEexZg;g?ﬁgg
of Information supplied by the l()}ofvernn;‘:ents, ﬁtlclehﬁs,tthlzeh'l;g% ur:']:o roomact the delbotions
by the Commission on National Defence Expenditure has the hon § Armaments o assify

ted at the Conference for the Reduction and Limitation o ) _
g?ﬁ)i?tiatﬁms they may have to make regarding the documentatlpn of the various countries
under the following heads :

A. Questions relating to the budgetary systems. . .,

B. ?nterpretation ofgthe 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 9f
work adopted by the Commission (document Conf.D./C.D.2). o wit

The Technical Committee hopes that the delegations will be good enough to comp y wi
this recommendation, which will greatly facilitate and accelerate the work of the Committee.

Conf.D./C.D.47.
Geneva, May 2zgth, 1933.

DRAFT OUTLINE OF THE REPORT OF THE NATIONAL DEFENCE EXPENDITURE
COMMISSION.

STATEMENT BY TRE RAPPORTEUR-GENERAL.

1. Terms of reference of the Expenditure Commission. o
Decision of the General Commission, dated March 8th, 1932.
Resolution of the General Commission, dated July 23rd, 1932.

2. Work of the Expenditure Commission in the spring of 1932.
Constitution of the Technical Committee.

3. General observations on the work of the Technical Committee.
Expression of thanks. '

Examination of the documentation of the other States,

Recommendation that the Genéral Commission should appeal to States which have
not yet furnished the necessary material. o

. . 4. The Commission’s task is not to give an opinion on the desirability of budgetary
limitation or publicity, but to examine the technical possibility of such limitation or publicity. .

]
L] .

5. The discussions of the Commission have led to the following conclusions :

A. The Commission is unanimously of opinion that :

(1) The several countries will be jn a
object, a full statement of their total nation
the conventional list mentioned under B;
.. (2) Having regard to the present structure of the accounts of several States,

1t 1s not possible, with a view to limitation, to effect, to an extent th
adequate verification, the separation : at would ensure

() Of expenditure on the three forces ;
(b) Of expenditure relating to land and naval material respectively ;

position to draw up, with a practical
al defence expenditure in accordance with

—————————————

! See Report of the Technical Committee, Document Con{.D.158, v(:lume I, page 236,



(3) In the present state of the accounts of most countries, effect cannot be

given to Article 33 of the draft Convention (Publicity by categories of land and naval
material) ; -

(4) That the armaments expenditure of the various countries is not, generally
speaking, a criterion for comparing their armaments, and that, consequently, the
only object in view would be the comparison of the statements of expenditure of one
and the same country from year to year.

B. The Commission adopts the opinion expressed by the Technical Committee that
any system of limitation of aggregate expenditure on national defence should be based on :

) (1) The definition and the list of expenditure for national defence appearing
in Chapter II of the Technical Committee's report ;

] -(2) A uniform presentation of such expenditure within the framework of the
Modelt)Statement recommended by the Technical Committee (Chapter 1II 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 (Chapters V
and VI of the report);

_ (4) The creation of a **living organism " to take account of the Auctuations
tn the purchasing power of the currencies of the various countries, as described in
Chapter XII of the report;

(5) A special procedure for the taking into consideration of unforeseeable and
exceptional expenditure (Chapter XV of the report).

The technical instruments required (Model 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 the
General Commission on July 23rd, 1932, are :

(r) 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 mentioned
in B (1), (2) and (3) above ; the technical instruments are the same as for a system of
limitation. It is desirable, however, to state that publicity is 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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6. To bring to the notice of the General Commission the observations regarding
the c;n-ying-out of supervision. . - . . .
5. To suggest to the General Commission the necessity of proceeding later (if required) :
. (a) To the drafting of detailed instructions ;
(b)) To the fixing of the derogations allowed ; _ . .
() To mention in this connection the necessity of the Technical Comm1ttee pursuing
its work.

A —————————

Conf.D./C.D.48.*
Geneva, June 1st, 1933.
DRAFT REPORT OF THE NATIONAL DEFENCE EXPENDITURE COMMISSION

TO THE GENERAL COMMISSION SUBMITTED BY M. FRAN(COIS (RAPPORTEUR-
GENERAL) AND COMPTROLLER-GENERAL JACOMET (CO-RAPPORTEURY).

I. TERMS OF REFERENCE OF THE NATIONAL DEFENCE EXPENDITURE COMMISSION.

issi i 1 of the Bureau,?

On March 8th, 1932, the General Commission (.ie(.nded, on the proposal . K

to refer to the Nationgf Defence Expenditure Commission the following questions, to be dealt
with without a preliminary discussion by the General Commission :

1. Article 29 (Limitation of total annual expenditure). Proposals on the subject,
more particularly :

(¢) Continuous study of the budgetary methgd 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).

. Examination of the report of the Committee of Experts on Budgetary Questions
{document C.182.M.69.1931.1X) :

(a) Part of the report concerning publicity ; .

(6) Part of the report concerning limitation in so far as this part deals with the
questions enumerated under 1. .

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 expenditure on national defence will provide the peoples with the best guarantee of an
alleviation of their financial burdens and will prevent the measures of qualitative and

quantitative disarmament to be inserted in the Convention from being neutralised by
increases or improvements in authorised armaments.

‘“(b) With a view to the decisions to be taken under this head
\ ) , the Conference
requests the Committee on National Defence Expenditure and its Technical Committee
to continue and complete the work entrusted to its organs and to submit their report as

soon as possible. The Conference requests its Bureau to draw up, on the basis of thi
s

report, a plan accomplishing the purpose aimed at and taki P' ideratio

special conditions of the various Stl;teg.” anc taking into consideration the

* Note. — Th ions listed i _
the pres:nt toxt, corrections listed in document Conf.D./C.D.48.Corrigendum have been incorporated in

1 See documents Conf.D.100, 102 and 103 (Conference Documents, Volume I). .
% See document Conf.D.136.{1) (Conference Documents, Volume I}.



— 10T -

I1. CoNSTITUTION OF A TECHNICAL COMMITTEE.

In May 1932, the Expenditure Commission held a first exchange of views on the questions
submitted to it. The Commission agreed that an exhaustive exfmination of the ctlet:hnical
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.69.1931.1X). For this purpose it constituted, on March
16th, 1932, a Technical Committee with the following terms of reference :

. (@ To study the documentation regarding national defence expenditure supplied
in accordance with the decision of the League Council, dated May 23rd, 1931 ;

(8) To study the. documentation, information and additional explanations to be
supplied 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 advisable to refer
to the Committee;

. (@ 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.1§8) 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
aremarkable 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 go%,
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, * and the information sent by other
States is incomplete. * _

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 its 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 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 course of the discussion, certain delegations submitted observations on the
. advantages or disadvantages of a system of limitation or publicity. Without making any
recommendation on a subject which does not lie within its competence, the Expemditure
Commission desires to draw the General Commission’s attention to the various arguments
reproduced in its Minutes. . :

The 'Expenditure Commission did not feel that it could discuss in detail all the
points fully treated by its Technical Committee, which was an expert body of very special
competence. On the other hand, it considered it desirable to try to deduce from the Technical
Committee’s report certain particularly important conclusions and to indicate clearly the
points on which it agrees that the General Commission should take decisions. This was the
object of the discussion which took place in the Expenditure Commission between May 22nd
~and 27th.

Tgle principal conclusions to be drawn from that discussion are set forth in Nos., V, VI,
VII and VIII below.

1 Afghanistan, Sa’'udi Arabia, the Argentine Republic, Brazil, Chile, China, Colombia, Costa Rica,
Cuba, Egygt, Haiti, Hungary, Liberia, Lithuania, Luxemburg, Mexico, Panama, Persia, Siam, Turkey,
Uruguay, Venezuela. .

The Estonian, Greek and Latvian documentation was completed after the drafting of the Technical
Committee’s report.

? Abyssinia, Bolivia, Dominican Republic, Guatemala, Honduras, Traq, Peru.
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V. GENERAL Concwsxoxs. -

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 ;

in vi resent system of accounting of a number of States, it is
not (;<)>ssi.{)llaea,t'fg:' v;%‘:pzfsetsh eolf) limitat}:)n, to separate 5ith sufficient possibility of
supervision : - .
(@) The expenditure on each of the three forces (Note to Article 29 of the dra._ft
Convention) ; , : - .
(b) The expenditure on land (Article 10) and naval (Article 24) material
respectively ;

. it i ible .

That, as the accounts of most countries are drawn up at present, it is not possit
to gi?e)effect to Article 33 of the draft Convention (Publicity of expenditure by categories .
of land and naval material); '

That the various countries’ expenditure on armaments.cannot, gener.ally .
speal(c?r)lg, serve as a criterion for a comparison of their armaments, but that a com%:;niﬁn '
of the expenditure returns of the same country from one year to another will enable the
evolution of its financial outlay on its armaments to be followed and will provide 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 expenditure
given in Chapter II of the Technical Committee’s report ; ’

(2) A wuniform presentation of such expenditure, in accordance with the Model
Statement recommended by the Technical Committee (Chapter III of the report) ;

(3) The payments made entered in the published accounts (Chapter IV of the report)
within periods and in forms suitable for the requirements of the Convention (Chapters
V and VI of the report) ; . :

(4) A special procedure designed to take into account fluctuations in 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). ‘

The technical instruments necessary for any system of limitation (Model Statement,
special information attached to the Model Statement, reconciliation tables) would be those
indicated in 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.

Poland, Portugal,_Roumania, Spain, Sweden, Switzerland, Yugoslavia,
These delegations are aware that the putting into force of limitation will no doubt call for
modifications in the accountancy systems of several States, but they do not regard this as a -
valid argument against the conclusion of a Limitation Convention. Any measure of
international disarmament necessarily involves internal reforms,

Other delegations, whether they accept the principle of limitati
ations, tat
they hold the view that this principle cagnot aer mupst no be discasoot mnor atinel
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Owing to the fact that the technical instruments of limitation and publicity proposed b
the Committee are approximately the same, the Japanese delegatiolil consijtrig's l:(l)lal: th)é
application of compulsory and supervised publicity {see IX below) would also facilitate the
fulfilment of the conditions for the putting into force of limitation, particularly the production
of the published accounts by all States in a suitable form and within suitable time-limits.

The delegations of Austria, Bulgaria, Cuba, Germany, Hungary and Italy consider that
the putting into practice of compulsory and supervised publicity (see IX) would in itself

- constitute one of the most effective methods of bringing about and supervising a substantial
-measure of disarmament.

The Expenditure Commission feels called upon to state briefly in its report the principal
arguments which have been put forward by certain delegations against the possibility of the
immediate 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,

L ]
L ] »

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 power. — 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 impossigle 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 :
(#) 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 Modcl Statements
is often rendered very difficult.

.(8) 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.

(¢) 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.

{(¢) 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.

L
» »

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 fAuctuations 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 qontractual valu_e.
Only very rapid and violent fluctuations, like the fall of the German mark in 1923, could, in
their opinion, prevent such a system from operating in a satisfactory manner.

Moreover, all fluctuations in purchasing power do not seem likely to lead to requests each
year for the adjustment of the figure for the limitation of expenditure. On the contrary, an
increase in prices usually obliges a State to effect economies and to maintain the amount of
its credits at the same nominal figure. Here the idea of budgetary equilibrium comes into
play ; the figure of expenditure is subordinated to that of receipts. Experience shows, however,
that the receipts figure only follows the movement of prices slowly, since 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 account depended, not only
on the number of divisions, but also on the rational classification of expenses according
to their nature and purpose. While this question is of undeniable importance from the
point of view of publicity, the accuracy of the aggregate total of national defence
expenditure does not depend on the number of divisions and subdivisions in the accounts.

(6) and () 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 contractual
obligations will take place in equal conditions for all States. Furthermore, in order to
remedy the length of the delay in producing the statement providing evidence 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 (¢) 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.

.
L *

The Japanese delegation specially emphasised the importance which it attaches to the
independence, in relation to the executive authorities of the higher supervisory organs
responsible for auditing the accounts, and to the necessity of ascertaining that this independence
is assured in every country before the system of limitation is applied.

* Co
* * :

The United Kingdom delegation, not having yet completed its examination of all
the problems presented by the report of the Technical Committee, reserves its opinion regarding
L_he_%)r?gtlcablhty at the present time of the application of a system of global budgetary

mitation, - ' :

The Canadian delegation reserves its opinion until the competent services of its
Government have 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 considers that it is clear from the re ort of the Techni i
that, from the documents furnished by some countries and fgom the fact thI::'cC a; ?1?1?1?@??)? ‘
countries have not yet been able fully to comply with the requests to submit documents, it
would not be possible to introduce at present a satisfactory system even of global limitation
which would operate equally strictly on all States and which could be submitted to the same
geg:'ler; gfrvel;lﬁcatloq. In order to introduce Such a system in the future, it will be necessary for
adminis:ra:)io l::.ountnes to effect considerable changes in their systems of accountancy and

VIII. BASES OF A PossiBLE PusLICITY SYSTEM.

The Commission is unanimously of opini ici '
_ . 2 pinion that a system of publicit i

(e):quf::t(iié}ure pfu: tlnnto effect in a form to be defined in the %onventicl))n angsﬁ;‘;\ﬁgﬁﬁiﬂifﬁﬁzz
Confereni: e7 1.5 ocu:n r;agrt ‘;)cfltlﬁ )B{.)xre?;: otf) the Conference (see document Conf.D./Bureau 39,
oSSty ) . Yy the body provided for in the said Convention is now

As regards putting such a system into i

A 1 Practice, the fundamental f
mentioned in Chapter VI under Nos. 1 to 3 above; the techniczlain:;ciot;se;ltls lial? ;lfbggi)ts;

should be the Mode! Statem i
reoonciliction Lol ent, the particulars attached to the Model Statement and the
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communication of the laws of administrative acts which modify the initial estimates of
expenditure, so that the supervisory body provided for in the Convention will be in a position to

follow the financial outlay devoted by each State to its national defence (see Chapter XIX
of the Technical Committee’s report)

1X. 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 regards certain special subjects, other methods than those proposed by the Bureau
for the exercise of supervision would be better suited to their special tecﬁniCal 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 cansiderations
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 principlé of limitation or
publicity of expenditure, it will be necessary to proceed subsequently to the drawing-up of
detailed ¢nstructions, 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., Inr order to permit of the drawing-up of
instructions applicable to all countries, it seems particularly important that the Technical
Committee should be in a position to examine the documentation of all the States without
delay.
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.

APPENDIX.

TABLING OF DOCUMENTATION SUBMITTED BY GOVERNMENTS : ' DATES OF
OPENING -OF THE PROCEDURE OF EXAMINATION.

( Note by the Secretariat, November 1935.)

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. , . o
Appended 1s 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.
Countries whose documentation
Date Reference No. of document has been examined by the Technical
Committee
1932: April 19th Conf.D./C.D.10 United Kingdom and Switzerland
April 27th . 11 India
‘May 3rd " I3 France and Sweden '
May 20th " 22 Denmark, Czechoslovakia, and Poland
May 25th . 25 Germany -
May 28th * v 28 Belgium :
June 14th " 29 Italy
June 20th " 30 Irish Free State :
June 22nd ” 31 Netherlands and Union of South Africa
June2gth ' 32 Norway )
July 8th . " 34 Roumania
July 12th . 35 Bulgaria . ‘
July 13th ' 36 Japan and Union of Soviet Socialist
Republics '
July 15th . 37 Yugoslavia
September 14th " 38 Austria
September 17th " 39 Finland
September 23rd . v 40 New Zealand
September 24th ' 41 Australia
October 17th v 33(1) Albania-
November 7th " 42 Canada
December 8th - ” 43 Portugal
1933 : February 13th o, 44 Spain
. May 20th " 45 Greece
June 7th " 49 Latvia
June 10th » .50  Estonia
October xgth . 51 Lithuania
October 27th » 52 Mexico



