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viii PREFAcE 
• 

to general needs, to one where they are subject to that 
measure of central direction, supervision, and control that 
is essential in order to ensure a subordination of special 
to general interests, a coordination of efforts, and a uni-. 
formity in procedure that is imperative if efficiency and 
economy in operation are to be secured. 

This new system has· now been in operation ~ver 
five years, a s~cient length of time to permit of an eval
uation of the manner in which it has operated. Such an 
evaluation is attempted in the present work. That the 
system has more than met the expectations of its pro
ponents, can scarcely be questioned. Public officials such 
as the President, the Secretary of the Treasury, and the 
Chairmen of the Committees on Appropriations of the 
House and the Senate have united in.dbmmending it. In 
many respects it presents advantages superior to those to 
be found in the budget system of any other country. 
While this is true as will, it is believed, be made manifest 
in the body of the present work, it is desirable to recog
nize that there are many features in respect to which the 
system as it exists to-day is susceptible of improvement. 
These features, though they relate to matters of detail, 
are none the less important. After completing an account 
of the present system the writer has, therefore, sought, 
to indicate these features and to suggest the'action that 
in his opinion should be taken to perfect a work that has 
been so well begun. 

The writer is unwilling to close this preface without 
giving, as a matter of historical record, his testimony 
as to the persons to whom belong the credit for the 
accomplishment of this most important reform. To 
James W. Good, Member of Congress from the Fifth 
District of Iowa, more than to any other person, belongs 
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• the credit of the adoption of the budget system. If any 
one is to be called the father of that system, he is entitled 
to that designation. As author of the bill that became 
the Budget and Accounting Act and of the resolution 
providing for the amendment of the Rules of the House 
so as to vest all power over appropriations in a single 
Committee on Appropriations, as Chairman of the Com
mittee on Appropriations and of the Select Committee 
on the Budget that made a detailed study of the whole 
problem, and as leader on the floor in charge of the bill, 
Mr. Good was in control throughout; and to his energy 
and skill in piloting the measure through Congress its 
final enactment was due. In the Senate chief credit is due 
to the late Medill McCormick, Senator from Illinois, for 
securing action by. that body; this notwithstanding the 
fact that the particular measure advocated by him dif
fered in important respects from the one finally adopted. 
. The enactment of a law such as that providing for the 

budget system is little more than an order to go ahead 
with a certain project. This project can be a success or 
a failure according to the manner in which it is adminis
tered. That it has become a success is due, first. to the 
wholehearted support that it has received from the two 
Presidents, Harding and Coolidge, who have held office 
since its adoption; second, to the exceptional abilities of 
the two men, Charles G. Dawes, and Herbert M. Lord, 
who have successively held the position of Director of the 
Bureau of the Budget; and, third, to the ~upport that has 
been given to the system by the Chairman of the House 
Committee on Appropriations since the entering into force 
of the bud.,aet system, Martin B. Madden, Representative 
from the First District of Illinois, and in scarcely less 
degree tile Chaimlan of the Committee on Appropria-
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tions of the Senate, Francis E. Warren, Senator from 
Wyoming. Mr. Dawes, by his determined and success
ful assertion of the powers conferred upon the Bureau 
of the Budget as the agency of the President and the 
developtnent of the general powers of the President as 
head of the administration, established the dominant 
position of the President and the Bureau of the Budget 
as a central agency of financial control. General.Lord, 
by his continuance of this policy, by his rare skill in 
meeting the technical problems involved in administering 
the system, and by the reputation that he has established 
for fairmindedness and disinterestedness, has made it 
possible to secure that cooperation between the spending 
services, the Bureau, and Committees on Appropria
tions, without which the system would not work effec
tively. Mr. Madden, by his decision to give great weight 
to the recommendations of the President as contained in 
the Budget and, as far as it was within the power of the 
Cqmmittee on Appropriations, to keep appropriations 
within the Budget estimates, has given to the Budget an 
influence in Congress that is responsible in no small 
degree for the efficiency with which the new system has 
worked. 

Finally, credit should be given to the Institute for 
Government Research for the work done by it in the 
way of arousing public opinion in favor of the reform; 
investigating and making known, through its publica

ttions, the financial systems of those countries having the 
;best developed budget systems; analyzing the problem 
(as it confronted the national government; and assisting 
the select committees of the two Houses of Congress in 
the organization and conduct of their hearings on the 
subject and the fornlUlation of the bill that finally be
came law. 
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The foregoil1g has been written, not merely to give 
credit where credit is due, but also to emphasize the 
fact that the successful working of a budget system 
requires cooperation on the part of a large number of 

!
officers and agencies, and that without such cooperation 
the budget system as it exists to-day would be a far 
different institution from what it is. . 

W. F. WILLOUGHBY 
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THE NATIONAL BUDGET SYSTEM 

PART I 

HISTORY 

CHAPTER I 

INTRODUCTION 

Among the specific problems of public administra
tion none exceeds in importance that of the establish
ment of an orderly and efficient system for the handling 
of the financial affairs of the government. Analyzed, 
this problem involves the adoption of means for deter
mining with a maximum of accuracy the revenue and 
expenditure needs of the government, provision for 
meeting those needs through the enactment of revenue 
and appropriation laws. the establishment of an account
ing' and reporting system that will furnish a detailed 
record of the manner in which these laws are adminis
tered. the exercise by some central organ of that measure 
of direction. supervision, and control that will ensure 
that the several spending agencies are properly perform
ing their duties and are working in proper harmony 
with each other, and. finally. an examination of the ac
counts by the fund-granting authority. the legislature, 
or by an agency acting for it, for the purpose of deter
mining whether there has been full compliance with the 
orders given by it in its revenue and appropriation acts. 
These several requirements, though distinct. are closely 

• 
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related to each other. To quote from a previous work 
of the author,' " it will be seen that, on the expenditure 
side at least, the operations constitute links in an un
broken chain, starting with the estimates and leading 
through the successive links of:· consideration of these 
estimates, the granting of funds based upon such con
sideration, the expenditure of the funds so granted, the 
keeping of proper books recording these expenditure 
operations, the rendering of proper accounts, the audit 
of these accounts and the making of reports giving the 
results of these transactions, which last furnishes the 
basis for a new estimate as the starting point for another 
chain of operations." 

There is now substantial agreement that this task of 
determining, making provision for, and meeting, the 
financial needs of a government cannot be properly per-

I 
formed unless use is made of what in known as a budget; 
that is, a document in which are brought together, and 
bal~nced one against the other, complete statements re-
garding the condition of the treasury, revenues and 
expenditures in the past, and an estimate of revenue and 
expenditure needs for the future; and unless there is 
established at the same time a proper system for the 
formulation of this document, for action upon the recom
mendations by the legislature, and control over the exe
cution of its determinations of the legislature as ex
pressed in the revenue and appropriation acts. Manifest 
as this requirement now is, it was not until the passage 
of the Budget and Accounting Act of 1921 that the 
Government of the United States made use of any such 
document or system. That act revolutionized the whole 

'The System of Financial Administration of Great Britain, p. 6 (1917). 
Institute for Government R ..... ch. Studi .. in AcImini5tratiolL 
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system of financial administration of the Federal Gov
ernment. To quote the Chairman .of the Committee on 
Appropriations of the House of Representatives, Martin 
B. Madden, than whom there is no one who can speak 

, with greater authority, "this measure marked the be
ginning of an epochal reform. As the years roll on and 
the history of the post-war period is written with that 
clear vision which comes from a dispassionate survey of 
events, the outstanding achievement to my mind will be 
the determined and successful effort devoted to the in
troduction of correct financial methods in the business 
of government." • 

It is. the purpose of the present volume to set forth 
the provisions of this act and to describe the manner in 
which they have operated in practice during the five years 
that they have been in force. The magnitude of the 
changes that have been effected by the act cannot be 

\
appreciated without knowledge of the system that it sup
planted. For this reason and, because the history of so 

I important a measure should be recorded, there is first 
given a description of prior-existing conditions and a 
brief sketch of the movement that led to the enactment 
of this law. 

• The Ne. System ill GoYemment, SGIIInIay E ....... PNI, JUDt !I. 19a3-



CHAPTER II 

FINANCIAL PROCEDURE PRIOR TO I921 

Formulation of the Estimates. As has been indicated, 
prior to the passage of the Budget and Accounting Act 
of 1921 no provision existed in the national govern
ment for the formulation by any agency of a single, con
solidated statement of the" prospective revenues and of 
the estimated expenditure needs of the· government, so 
prepared as to reveal the relations between the two and 
to furnish an intelligent guide to Congress in determin
ing the policies that should be adopted by it in respect 
to the increase or decrease of taxation, the incurring or 
extinguishment of debt, and the voting of funds for the 
conduct of governmental affairs. 

In the first years of the UnIted States government it 
was assumed that the administration would take the 
initiative in presenting to Congress information regard
ing the state of the national finances and the needs of 
the government in respect to revenues and the appropria
tions required in order that the government might prop
erly discharge its functions. This duty, it was held, was 
one that should be performed. by the Secretary of the 
Treasury. The law establishing the Treasury Depart
ment thus made it the duty of the Secretary of Treasury 
.. to prepare and report estimates of the public revenue, 
and the public expenditures." ~ A supplementary act, ap
proved on May 10, 1800, directed him .. to digest, pre
pare and lay before Congress, •.. a report on the sub-

• I Stat. L, 6s. .. 
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ject of finance, containing estimates of the public revenue 
and public expenditures, and plans for improving or in
creasing the revenues, from time to time, for the purpose 
of giving information to Congress in adopting modes of 
raising the money requisite to meet the public expendi
tures.'" These provisions of law opened up the oppor
tunity to the Secretary of the Treasury to assume the 
functions of a real finance minister in the sense of scru
tinizing and revising the requests for appropriations as 
they emanated from the spending services and of pre
paring and presenting to Congress a document in the 
nature of a budget that would express his judgment in 
respect to the provision that should be made by Congress 
for the revenue and expenditure needs of the govern
ment. Unfortunately Hamilton's attempt to exercise 
such powers and to give to the office of Secretary of the 
Treasury the functions and responsibilities of the British 
Chancellor of the Exchequer was unsuccessful, partly 
because of congressional jealousy of the Executive, partly 
because of party divisions, and partly because the struc
ture of the new government did not lend itself to such a 
development.' 

Gallatin likewise, as Secretary of the Treasury, sought 
to view the problem of carrying on the government as 
a whole, and to formulate plans which should be a budget 
in scope and in purpose.' But whatever possibility there 
may have been in the formative years of the government 
for establishing the practice of having a comprehensive 

'. Stat. L. 79-
• A stimlllati.. discllssioG of Hamiltm'. exporieDce with the ~ 

sjhlation .... be fOllDd in H.....,. }OIIOS Ford, BlJdga Makinc aDd the Work 
of Govemmart, A .... I. of the Amori<:aD Ac:ac1em7 of Political aDd Social 
Scialce, Vol. 62, Nov. 1915, 

• See H<Dry Adams, History of the United Stalet" Vol. I, pp. _ 112· 
Vol 40 Pp. 156. 306; Vol. Ii, pp. u6. 157. 
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and weIl-considered administrative program embodying 
the policies of the Administration submitted to Congress, 
the opportunity for the development at that time of a 
proper. budgetary system was lost; and the function of 
the Secretary of the Treasury in respect to the formula
tion of an expenditure program was restricted to little 
more than that of acting as an agency for the transmis
sion to Congress of the requests for appropriations as 
they were formulated by the administrative services. 
The result was that Congress got from no responsible 
officer anything partaking of the nature of a general 
financial program in which estimates of expenditure 
needs were balanced against prospective revenues and 
the various requests for appropriations were considered 
in their relations to each other and their relative merits 
and urgency considered from the standpoint of the 
financial condition and needs of the government as a 
whole. 

Tbe passage of years merely strengthened this pro
cedure. The estimates for appropriations for the suc
ceeding fiscal year were submitted to Congress each 
December by the Treasury Department, but the latter, 
as stated, only acted as an agency of transmittal. When 
this practice was firmly established the wording of the 
law was changed to reflect the existing situation, and as 
changed became Section 3669 of the Revised Statutes, 
which provided that" all annual estimates for the public 
service shall be submitted to Congress through the Sec
retary of the Treasury, and shall be included in the book 
of estimates prepared under his direction." This was 
construed as precluding the Secretary of the Treasury 
from revising or contr011ing in any way the estimates 
of the several departments. He was restricted to the 
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purely mechanical and mathematical duty of having 
them printed in one book and of presenting them to Con
gress. The most difficult .problem encountered in the 
performance of this minor duty was guarding against 
violations of the numerous laws governing the form and 
content of the estimates.' 

It will be noted that during all this period there was 
scarcely a suggestion that the President should play any 
part in determining or in submitting to Congress his 
views in respect to the provision that should be made 
for meeting the financial needs of the government. It 
is true that he might, and at times probably did, acting 
through the heads of departments as members of his 
cabinet, make known to heads of services his wishes in 
respect to the character and amount of appropriations 
that should be requested by them. Neither in law nor in 
practice, however, was there any recognition of the pos
session of responsibility on his part for the formulation 
of a governmental financial and work program. Con
gress had no means of knowing whether the requests for 
appropriations submitted by service heads through the 
Secretary of the Treasury met with his approval or the 
reverse, nor in point of fact did Congress concern itself 
with this question. The President in a word had little 
or no part in this whole problem of determining and 
making provision for the financial needs of the govern
ment. 

A slight indication of an appreciation of the desir
ability that the President should have some responsibility 
in respect to this matter was the insertion in the sundry 

'The ... _ and _ complde c:ompilatiaa of theoe laws em he foaud 
ill House Doc:. 12Q. 67 Ceq. Most of 1be impoa1aat ..... ___ reIatiDc 
10 estimates are included in the ftIIOIt of Pftsideat Taft's Cmnnjssinn aa 
E!:oaomJ and Efticionc:7 IIDder the title of • The N.... fe.- a NatGaI 
Budcet." House Doc:. 8s4. 67 Ceq. 
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civil appropriation act of March 4, 1909, of a section 
which provided, in part, that ". . . if the estimates for 
appropriations, including the estimated amount neces
sary to meet all continuing and permanent appropria
tions, shall exceed the estimated revenues the Secretary 
of the Treasury shall transmit the estimates to Con
gress as heretofore required by law and at once transmit 
a detailed statement of all of said estimates to the Presi
dent, to the end that he may, in giving Congress infor
mation of the state of the Union and in recommending 
to their consideration such measures as he may judge 
necessary, advise the Congress how in his judgment the 
estimated appropriations could with least injury to the 
public service be reduced so as to bring the appropria
tions within the estimated revenues, or, if such reduction 
be not in his judgment practicable without undue injury 
to the public service, that he may recommend to Congress 
such loans or new taxes as may be necessary to cover 
the ,deficiency." • This clause seemed to open the door to 
a conditional supervision which might have developed 
into a system of partial control at least by the President 
over the estimates. In fact little or no action was taken 
under this provision and, so far as modifying the existing 
system is concerned, it might as well have never been 
enacted. 

The defects of this system, or lack of system, are 
evident. As the author has elsewhere written,' in scarcely 
a single respect did this system conform to the essential 

r requisites of a sound system of national finance. No 
I attempt was made to consider the whole problem of 
financing the government at one time. Expenditures 

• 35 Stat. L. 945. '<>27. 
'The Problem of a National Budget, pp. 55·56 (1918). Institute for 

Government Re.oearch, Studi .. in Admioistration. 
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were not considered in connection with revenues. Even 
the idea of balancing the budget did not exist. Though 
the Secretary of the Treasury was required to lay before 
Congress each year the estimates of expenditures for 
the year to come, these estimates far from represented 
a consistent financial program. The essential basis for 
the elaboration of such a program existed neither in law 
nor in practice. Though the law required all the esti
mates to be submitted by the Secretary of the Treasury, 
that officer acted as a mere compiling authority; he had 
no power to modify proposals transmitted to him by the 
heads of the administrative departments. The estimates 
thus represented little more than the individual desires 
of the department heads. The President, to be sure, 
might have exercised his general powers to secure a 
coordination of the estimates and their conformity to a 
general policy. He, however, had no service through 
which he could effectively exercise such authority. There 
was absolutely lacking any organ at all corresponding in 
character or powers to the Treasury under the British 
system. The estimates, such as they were, were not com
piled in accordance with anyone principle, or in such a 
way that their significance could be clearly seen. There 
was no budgetary message; no proper scheme of sum
mary, analytical, and comparative tables. Nothing in 
the nature of a balance sheet was provided. The ad
ministrative reports were prepared without any refer
ence to their serving as supporting documents to the 
estimates; nor were they used to any extent for such 
pu~ , 

Most unfortunate of aU, there was no one in the ad
ministrative branch of the government whose duty it 
was to protect the treasury from demands made upon it 
for funds. It was but natural and, in a way, proper that 
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each spending service should believe strongly in the 
importance of the activities entrusted to its charge and 
seek to secure the maximum sums possible for carrying 
on and expanding such activities and in looking after 
the interests of its personnel in respect to compensation. 
These services had no responsibility in respect to the 
keeping down of the total of expenditures. Their finan
cial needs being met from a common fund, each inevi
tably sought to secure as large a share as possible. Fur
thermore, in formulating their estimates they did so 
with the knowledge that their requests would probably 
be cut down by Congress, and in consequence, they very 
generally swelled their estimates, hoping that the reduc
tions made by Congress would not bring the total below 
the sums that they otherwise would have requested.' 

The incentive thus existed throughout the govern
ment to ask for the maximum sums which it was thought 
might possibly be secured. There was no incentive to 
red~ce expenditures or to modify demands for future 
grants. There was no agency whose duty it was to con
sider these demands from the standpoint of their relative 
urgency and desirability and their total from the stand
point of the general condition of the treasury and pro
spective revenues that would be available for meeting it. 

o Senator Reed Smoot in a paper entitled .. Reform. in the Federal 
Government," printed in tbe Proceeding. of the Academy of Political 
Science, July, 1921, Vol. 90 p. 105, reports the following incident: 

flA certain administrative officer said to me once, after the pasSage of the 
appropriation act carrying the item for his bureau, 'WelJ Senator, you 
treated us all righL' 

... What do you mean,' I Slid to him. • We cut off about on~third of the 
amount you asked for.' 

II • Yea, I know that,' the officer replied, t but when we prepared our 
estimates we purposely added 40 per eent to the amount we actually 
needed, because we expected the committee would cut us down about in 
that proportion. So as a ma~ of faet we got aU we expected, and certainly 
al1 we wantecll 

" 

While few of the burmu chief. were as frank as tbi. one, there is no 
doubt that most of them adopted the ssme tactics. 
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Another abuse that flourished, when no one revised or 
coordinated the estimates of the bureau chiefs before 
submission to Congress, was the duplication of activities. 
The natural desire of the head of a service to see his 
organization expand would be reflected in the requests 
in the estimates he would submit. In this way new 
activities were constantly being added to the various 
services, frequently duplicating the work of some other 
branch of the government whose activities were un
known both to the official requesting funds to duplicate 
them and to the committee of the House of Representa
tives which approved the request. A member of Con
gress describing the situation, reported .. that there are 
thirty-nine separate governmental agencies handling en
gineering. architectural and public-work functions, all of 
a related kind. • • . There are twenty-six governmental 
agencies engaged in surveying and mapping; there are 
twenty-seven separate and distinct agencies in public
building operations; there are sixteen agencies author
ized to build roads; there are nineteen engaged in hy
draulic construction; there are sixteen doing work on 
rivers; there are ten engaged in public-land functions; 
there are fifteen doing chemical investigations connected 
with publi~work operations; there are twenty-two doing 
engineering and research.'" While much of the alleged 

'Sta_ of R.,.........tne c. FraDk R ... vis, C_. RKfII'I. J- 3-1_ He ........ to 117 •• Some of the duplicatioDs ...... ridicaJoas that 
if ~ wen GOt tngic ~ woaJd be Us ...... For ..... _ the GcriaWDEDt 
.... III protoct the wild onimala (ia AIub). If a bro ... bdiak ..... boa 
twiD c:uhs, ... browa .... _ bIadr, U oftm __ .... _ IDmId 
oboot the browa cab be _ make his oettIaaeat with _ ......-. 
bat if be sboot ito fun brodler. the black cab, be _ lOttIe with -a
dopa.-t. If JOOI were to sboot a fox ia AIub,... .,' • ~d 
be witb the I>opart-.t of Acrir:aItar'e while if )'Oa tnppod the _ fox 
)'Oa mlDt make ,... ..w...- witb a ....... ill the ~ of C---" 
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abuse was more apparent than real, there can be no doubt 
that the lack of an agency to revise the estimates into a 
balanced plan permitted the duplication of many activi
ties, with a consequent waste of the government's money. 

Action upon Estimates by Congress. If conditions 
prior to the adoption of the budget system in 1921 were 
bad in respect to getting before Congress statements of 
the financial needs of the government, they were still 
worse as regards the provision made by Congress for 
the handling of these proposals when received. In the 
same way that it is essential that the work of formulating 
financial proposals should be concentrated in a single 
agency which can correlate the several proposals, con
sider them from the standpoint of their relative as well 
as their absolute merit and urgency, and give due weight 
to the protection of the treasury from improper or ex
cessive demands, so it is desirable that the consolidated 
financial program thus resulting should be considered 
in each of the Houses of Congress by an agency having 
a similar function to consider the program as a whole, 
weigh relative merits, and have the responsibility of pro
tecting the treasury as well as authorizing demands upon 
it. This fundamental requirement for the handling of 
financial proposals was absolutely lacking in both Houses 
of Congress. In neither House was any attempt made to 
consider at one time the whole problem of financing the 
government for the ensuing year. In the House of 
Representatives the work of considering the estimates 
as submitted by the several branches and spending ser
vices of the government and of bringing before the 
House what were known as the general appropriation 
bills, was distributed among no less than eight distinct 
committees, each acting independently of the others, and 
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no one having responsibility for seeing that the total 
recommended to be appropriated bore a proper relation 
to available resources and prospective income. This 
division of responsibility, moreover, was not in accot
dance with any logical or consistent classification of the 
fields of activities of the government. In no case were 
all the expenditure needs of a department considered by 
a single committee nor provided for by a single appro
priation bill. The Committee on Agriculture reported 
appropriations for the Department of Agriculture; the 
Committee on Military Affairs reported appropriations 
for the War Department with the exception that appro
priations for salaries and expenses of the Department in 
Washington were under the jurisdiction of the Com
mittee on Appropriations; with the same exception the 
Committee on Naval Affairs reported appropriations for 
the Navy Department; the Committee on Indian Affairs 
reported appropriations for the Indian Service, but the 
appropriations for the salaries and expenses of the Indian 
Office, the Washington headquarters of the Indian Ser
vice, were under the Committee on Appropriations; the 
Committee on Foreign Affairs reported appropriations' 
for the Diplomatic and Consular Service and for other 
expenses growing out of foreign relations, but appro
priations for the State Department in Washington were 
under the Committee on Appropriations; the Committee 
on the Post Office and Post Roads reported appropria
tions for the Postal Service, the appropriations for the 
Post Office Department in Washington being under the 
Committee on Appropriations; the Committee on Rivers 
and Harbors reported appropriations for the improve
ment of rivers and harbors; the Committee on Appro
priations reported appropriations bills for the payment 

3 
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of pensions, for the legislative, executive, and judicial 
expenses of the United States, for the District of 
Columbia, for fortifications, for the sundry civil ex
penses of the government, and for deficiencies in any 
of the executive departments. To make matters worse 
it was a common practice for other committees to report 
out bills for general legislation carrying appropriations 
for putting their provisions into effect. 

Under these circumstances it can be readily seen that 
no attempt was made to consider at one time the entire 
probleql of financing the government; that no attempt 
was made to view expenditures in the light of estimated 
revenues, or vice versa; that no plan for carrying on 
the administration was formed; that no attempt was 
made to determine the relative merits of the demands 
on the treasury; that no attempt was made to coordinate 
the various activities of the government to prevent dupli
cation; that no responsibility could be pinned to anyone 
except for the indefinite, general responsibility always 
attaching to Congress as a body. Each committee was 
likely to have its own policy, and each was sure to be 
jealous of its prerogatives. If a service were refused an 
appropriation by one committee, it sometimes applied to 
another committee for the same item and not infre
quently met with success. 

The appropriation committees, with the exception of 
the Committee on Appropriations, were friendly to the 
department or services under their charge. The mem
bers of both parties appointed to the Committee on Agri
culture, for ~nstance, were usually from agricultural 
states and were, therefore, interested in expanding the 
Department of Agriculture. Members on other com
mittees, like the committees on Naval or Military Affairs, 
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who might have no predilection when first appointed, 
would, in time, become partisans of' the particular de
partment committed to their care through focusing their 
attention on one set of governmental activities and 
through constant exposure to the point of view and 
propaganda of the administrative officials in charge of 
the service in question. It was inherent in the system 
that each committee should guard the interests of the 
department or bureau under its jurisdiction and should 
desire to foster its growth and development, even at a 
time when the general condition of the finances was such 
that rigid economy should have been practiced. The 
assumption by the committees of the role of guardian 
would not, perhaps, have been objectionable if there had 
been some agency, such as the Committee on Ways and 
Means had formerly been, to act as an impartial arbiter 
in harmonizing their conflicting and extensive demands 
on the national revenue. As it was, friendly committees 
acted upon the estimates of some departments to the det
riment of economy and of good adminis.tration. The de
sire of these committees, as shown by their attitude in the 
hearings on the estimates, was not to throw the light of 
publicity on the acts of the department and to compel a 
complete v.-position and justification of them, but to 
develop the best possible case for the appropriations re
quested and to provide material which they could use 
later in Congress when defending its recommendations. 

There was no opportunity to correct the evils resulting 
from this chaotic distribution of power among isolated 
committees when the fourteen appropriation bills were 
brought before the House. They appeared at different 
times, sometimes months apart, and the members of the 
House were not able to consider at one time the problem 
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of financing even a single department of the adminis
tration, much less the entire government. Usually it' was 
not until the last days of a session that it was possible to 
know the total of the appropriations made." Only then, 
after corrective action was impossible, could the amount 
of the appropriations be compared with the prospective 
'revenue. And, of course, the formulation of a general 
policy, a reconciliation between the various policies of 
the committees, or the elimination of duplicated activities 
was not even attempted. Usually the recommendations of 
the appropriating committees were followed, but occa
sionally an amendment among the many always proposed 
from the floor of the House would receive enough support 
to be carried over the committee's opposition. Most of the 
amendments adopted increased the appropriations rec
ommended by the committee, and frequently the popular 
support for them was stimulated by propaganda cam
paigns conducted by the organization seeking the larger 
amount. 

The system for the handling of finance measures in 
the Senate repeated all the mistakes of that in the House 
and by so doing offered new opportunities for abuse. The 
control over financial affairs, which was at first concen
trated in one committee, had been scattered so widely 
among non-cooperating committees that effective control 
was impossible. Revenue bills were under the jurisdic
tion of the Committee on Finance, while appropriation 
bills could be reported by the Committee on Agriculture 
and Forestry, the Committee on Military Affairs, the 

.. After describing. wilb dates. Ibe legislative history of Ibe appropriation 
and revenue bill. in • typical .... ion pf Congress. Chari .. Wallace Collins 
in The National Budget System, p. 18, .ummari ...... The Sixty-fourtb 
Congr ... had met On the lint Monday in December. 1915. Its financial 
program waa not mmpleteeilber in conception or in consummation until 
September 1. 1916, the next to Ibe last day of the .... ion. • 
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Committee on Naval Affairs, the Committee on Pensions, 
the Committee on Indian Affairs, the Committee on Post 
Offices and Post Roads, the Committee on Commerce, 
and the Committee on Appropriations. The dominion of 
each corresponded to that of the House Committee of the 
same name, the most important exception being that in
stead of a river and harbor committee the Committee on 
Commerce was in charge of river and harbor bills in the 
Senate. As in the House, there were several committees 
which could report bills authorizing but not making 
appropriations. 

Accordingly, neither the Senate as a body nor any of 
its committees was able to give the entire problem the con
sideration so necessary for proper management. Every
thing that has been said of the effects of the dispersion 
of power in the House applied equally to the Senate. 
Originally it was believed, due to the influences of En
glish experience, that the House of Representatives 
would have the dominant voice in financial matters. For 
many years this was so, but for some time past the Senate 
had maintained a superiority in all legislation, even 
including financial bills, which must originate in the 
House. Appropriation and revenue bills were often 
amended in the Senate so extensively as to be practically 
new bills, and the Senate was in a position to insist upon 
having the greater part of its amendments accepted in 
the conference between the two bodies. The small m..tD
ber of Senators, the practically unlimited debate' which 
permitted one or a few Senators to delay, Qr, if it were 
near the end of a session, to kill a bill by filibustering, the 
relative difficulty of maintaining party discipline as com
pared with the situation in the House, and the excessive 
deference which Senators gave to each other regardless 
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of party, were all factors which tended to make the 
influence of each Senator great and which made it nec
essary to meet their views. "Log-rolling:' while not 
uncommon in the House, was even easier in the Senate. 
Senators seemed to be reached more effectively by prop
aganda drives for appropriations, as normally the amend
ments in the Senate increased the appropriations made 
by the House. Requests of departments and bureaus that 
had been refused by the House were usually presented to 
the Senate, and frequently were granted. Even members 
of the House of Representatives on occasion went to 
their Senators to get items put into a bill, after they had 
been unable to have them inserted when the bill was in 
the House. 

To cap the climax there was a further opportunity for 
bad budgetary practices in the conference committees 
appointed to reconcile the differences in the contents of 
the bills as passed by the House and the Senate. Accord
ing to the rules governing conference committees, they 
were not to put new matter in a bill or, if the dispute 
between the two Houses were over an appropriation, to 
exceed the higher figure or reduce the lower. As a 
matter of fact, on many occasions new items were put in 
bills, and items that had passed both Houses were drop
ped by conference committees which succeeded because 
of the lateness of the session or because members did not 
want to defeat an entire appropriation bill merely be
cause of what had been done to a single item. a Improper 
changes made by conference committees would have 

. defeated a financial program, if there had been any, and 
could not, of course, receive the careful consideration 
that Congress should give financial measures. 

U For an eumpJe of what bu ...... done by confereoce committea, _ 
Schuyler, American Diplomacy, p. 28. 



CHAPTER III 

MOVEMENT FOR THE ADOPTION OF A 
BUDGET SYSTEM 

The long tolerance of a system presenting what are 
now recognized as so many evils is to be explained only 
by the little attention that, until recent years, was paid 
to matters of administrative technique, the relative pros
perity of the federal treasury, the comparative lightness 
of the burden of federal taxation, and the fact that, due 
to federal taxes being almost entirely indirect in char
acter, such burden as existed was scarcely felt by the 
individual tax-payer. The rise some fifteen or twenty 
years ago of a general movement throughout the country 
for increased economy and efficiency in the conduct of 
public affairs which found concrete expression in the 
creation of privately financed bureaus of municipal re
search and official commissions on economy and efficiency 
having as their function the study of organization and 
methods of procedure of governmental bodies, and the 
recommendation of measures to be taken for the im
provement of such organization and procedure; I the 
rapid development in the scope and amount of federal 
activities; and the corresponding increase in federal ex
penditures inevitably directed attention to the problem 
of securing a !pore efficient administration of the affairs 
of the national government. 

I For aft ac:c:ount of this mo-. _ G. A. Weber, 0rpnizaI ElIwts for 
the Improwment of Methods of AdmiDistratiaol ill the United State (1919). 
IDStitute for Gota __ R-..:b, Studies ill AdmiDistratioa. 

19 
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Work of the President's Commission on Economy 
and Efficiency. At the instance of President William 
H. Taft and his secretary, Charles D. Norton, who 
became much interested in the movement for securing 
greater efficiency and economy in the administration of 
public affairs, Congress, by a section incorporated in the 
sundry civil appropriation act for 19II, approved June 
25, 1910, placed at the disposal of the President the sum 
of $100,000 with which to prosecute "an investigation 
into the manner in which the administrative branch of 
the federal government was organized and the methods 
employed by it for the performance of its duties with a 
view to determining what improvements could be made 
in such organization and methods. Subsequent ap
propriations for this purpose were made, the total of 
such grants including the original grant amounting to 
$260,000. For the discharge of the duty thus imposed 
upon him, the President created a Commission on 
Economy and Efficiency, the" chairmanship of which was 
entrusted to Dr. Frederick A. Cleveland, who at the time 
was Director of the first and most important bureau of 
municipal research, that of New York City, the other 
members being W. F. Willoughby, Walter W. Warwick. 
Frank J. Goodnow, Harvey S. Chase, and Merritt O. 
Chance. This Commission. which functioned during the 
years 1910-1913, while urging many other changes in 
organization and procedure. at once reached the con
clusion that much the most important improvement to 
be made in organization and procedure of the govern
ment lay in a thorough recasting of the whole system 
for determining and making provision for the financial 
needs of the government. It took the position, which 
was endorsed by the President, that no ..really worth-
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while improvement in the conduct of the government 
could be accomplished until the government adopted a 
budget system following in principle those that were 
employed by leading nations such as Great Britain and 
which to a certain extent had been put into operation 
by certain of the states and cities of the United States. 
The Commission accordingly devoted a great deal of 
attention to this subject and prepared two reports in 
relation to it, which were transmitted to Congress by 
the President and published as public documents. The 
first of these, entitled "The Need for a National 
Budget," • gave an account of the existing unsatisfactory 
conditions in respect to the matter of getting before 
Congress the financial n~ds of the government, pointed 
out how these conditions could only be remedied by the 
adoption of a properly devised budget system, and set 
forth the character of the budget system provision for 
which, in its opinion, should be made. The second vol
ume, entitled" Message of the President of the United 
States Submitting for the Consideration of the Congress 
A Budget with Supporting Memoranda and Reports,"· 
had for its purpose to present the estimates for 1914 in 
the form of a budget to the end that Congress might" 
see the character of information that would be furnished 
by a budget properly constructed. 

It is a matter of interest as showing the difficulties 
that existed in persuading Congress of the neect for a 
budget system that this effort on the part of the Presi
dent to send to Congress a budget was resented and re
sisted by Congress. The disclosure of the President's 
intention to prepare a budget roused Congress to action 

.~ c-. H. doc.lIs4 (1lIIa). 
'68 Cauc. S. doc. IIIl (IIIIl). 
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to defend itself in the constant struggle with the Execu
tive over the powers of the government. The situation 
was further complicated by the fact that it arose in the 
year of a presidential election with the party opposed to 
the President in control of the House of Representatives. 
The action of Congress took the form of a provision in 
one of the appropriation acts which stated that the 
persons charged with the duty of preparing estimates 
were to do so " only in the form and at the time now 
required by law, and in no other form and at no other 
time.'" The reason for this as stated by the Chairman of 
the Committee on Appropriations was that " Congress 
knew best the character and extent of the information it 
desired in responding to the demands of the executive 
for appropriations and because it had enacted a score of 
well-considered statutes on the subject. It was believed 
also that it would not be wise for Congress to abdicate, 
even by implication, its prerogative in this matter.' The 
President, however, believed that he had power under the 
Constitution to obtain from the administrative officers 
any information he desired relating to their work, and 
instructed all the department heads, on September 19, 
1912, to send to Congress the estimates required by law 
in the usual form and to prepare another set for him in 
accordance with the forms prepared by the Commission 
on Economy and Efficiency. The latter was to be revised 
and coordinated and finally submitted to Congress as a 
budget in the report that has been mentioned. 

By that time the election was over and President Taft 
had lost his power as leader of his party. The report 
when issued by Congress was referred in the House to 

• 37 Stat. L. J6o. 415 • 
• Ctmg. Rtctwd. August 26, 1912. 
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the Committee on Appropriations, where it remained 
without receiving consideration or action. 

This work of the President's Commission on Economy 
and Efficiency, with the support and advocacy of Presi
dent Taft, while it produced no immediate tangible 
result, nevertheless was productive of g',reat good in 

\

bringing to the front a realization of the defects of 
existing procedure, in centering attention upon the adop
tion of a budget system as the means by which these 
defects could be corrected, and in working out to a cer-
tain extent the technical problems of devising and operat
ing a satisfactory budget system. Its educational influ
ence was undoubtedly great. As an evidence of increas
ing interest in the subject the Chamber of Commerce of 
the United States, after an investigation of the system, 
made the proposal for the adoption by the national gov
ernment of a budget system the subject of the first 
referendum that it submitted to its constituent members.
The vote on this proposal, which was cast in 1912, 
resulted in its favor. This referendum was influential 

,1n educating the public and in organizing public opinion 
in favor of action by the national government. That the 
proposal was one attracting widespread attention and 
support is further evidenc;ed by the fact that both of the 
great political parties in 1916 incorporated planks in 
their platforms in favor of it. 

Work of the Institute for Government Research. 
In the fall of 1916 was established at Washington the 
Institute for Government Research, a privately sup
ported organization having for its purpose the scientific 
study of the problems of public administration. and par
ticularly those of the national government. and the pro
motion of those changes in administrative organization 
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and procedure which' its studies led it to believe were 
desirable. This Institute, like the President's Commis-

I'/ sion on Economy and Efficiency, was persuaded that 
much the most important and fundamental change that 
was needed in the administrative system of the national 
government was the adoption of a properly devised 
budget system. It accordingly devoted its chief efforts 
during the first years of its existence to the working out 
of the problem; of devising; a system adapted to the 
American political system, to the drafting of the legisla
tion required to put this system into effect, and to secur
ing support of the proposal on the part of members of 
Congress and other public officials. As a necessary basis 
for its consideration of the problem it made a careful 
study of the budgetary systems of the leading nations of 
Europe and of those states which had adopted a budget 
system. The results of these studies were published in 
part in four volumes in its series Studies in Administra
tion under the titles of "The System of Financial Ad
ministration of Great Britain," "The Budget by Rene 
Stourm: A Translation," "The Canadian Budgetary 
System," and "The Movement for Budgetary Reform 
in the States." The first of these volumes, which repre
sented a study made on the spot by the Director of the 
Institute for Government Research in collaboration with 
two colleagues, was of special value as it gave the results 
of a personal investigation of the character and practical 
workings of what was recognized as the most highly de
veloped and successful' budget system then in existence. 
Following the appearance of these volumes, the Institute 
published a fifth volume prepared by its Director, en
titled" The Problem of a National Budget," in which 
specific attention was given to the problem of the char-
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-
acter of the budget system that would best meet the 
particular conditions presented by the national govern
ment and be in conformity with the American political 
system. 

Legislative Action. Though the movement for bud
getary reform in the United States had gained strength, 
it is uncertain whether this work on the part of the Insti
tute for Government Research would have met with any 
more favorable reception than did the reports of the 
President's Commission on Economy and Efficiency but 
for the changed conditions brought about by the World 
War. The conclusion of that conflict found the national 
government burdened with an enormous public debt the 
total of which at its peak amounted to over twenty-six 
billions of dollars and calling for interest payments of 
over a billion of dollars annually, and a burden of taxa
tion, most of which was in the form of direct taxes such 
as had never confronted the American people. From a 
condition where there was little trouble in securing 
revenues with which to meet its needs, and where those 
revenues were secured in a way that was scarcely felt 
by the individual taxpayer. the government found itself 
in a position where an adequate income could only be 
secured by great effort and under a system of taxation 
that was directly felt by a large part of the population. 
Almost for the first time in its history. the national gov
ernment was confronted in peace time with the prob
lem of balancing its income and outgo. 'The demand for 
the reduction of taxation was insistant. This demand 
could only be met by a curtailment of expenditures. 
And this in tum could only be intelligently done where 
means were at hand for accurately determining govern
mental needs. One of the chief arguments in favor of 
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a budget system is that it furnishes such means. Prime 
characteristics of this system are that it provides fot" 

raccurate statements showing the condition of the treai sury, balanced statements of prospective revenue and 

!
' proposed expenditures, and the preparation by an officer 
interested in the protection of the treasury rather than 
in securing funds from it of a statement of expenditure 
needs in which relative as well as absolute merits of the 
individual demands are considered. 

Appreciation of these facts led those responsible for 
the conduct of the financial affairs of the government 
to turn to the proposal for the adoption of a budget 
system as the means by which this problem of govern
ment income and expenditure might be more effectively 
handled and as an instrument which could be availed of 
for enforcing retrenchment in the voting of funds and 
increased economy in the expenditure of such funds as 
were voted. At this time, 1919, James W. Good was 
Chairman of the Committee on Appropriations of the 
House of Representatives. No one was in a position to 
see more clearly the defects of the existing system than 
he. After studying the literature of the subject that has 
been mentioned, he became convinced that the national 
government would never have a proper system of 
financial administration until it was based squarely upon 
a budget as its central and controlling feature. He ap" 
preciated that there was little likelihood that Congress 
could be induced to pass the legislation necessary in order 
that the government might be placed upon a "budgetary , 
basis until it had itself, through a committee of its own 
members, thoroughly investigated the subject and de
termined the character that this legislation should have. 
His first efforts accordingly took the form of the intra-
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duction of a resolution calling for the appointment of a 
.. Select Committee on the Budget," to be composed of 
twelve members of the House, with instructions to make 
a detailed study of the whole subject and to report its 
conclusions to the House. This resolution' was adopted 
by the House on July 31,1919. This committee,of which 
Mr. Good was made chairman, held exhaustive hearings, 
at which the leading students of the subject and high 
officers and former officers of the government appeared 
and gave their testimony. As set forth in the committee's 
report: .. It was the policy of the committee to consider 
the subject in its broadest aspects in order to determine 
not what was theoretically desirable, but rather to de
termine what was practically feasible, keeping in mind 
at all times that to it had been committed the problem 
of recommending a system that would be in complete 
harmony with our constitutional form of government. 
These hearings were conducted with the idea of develop
ing every phase of the subject, rather than a criticism or 
discussion of any bill that had been referred to the com
mittee. The hearings, therefore, embraced a broad con
sideration of all the questions involved in budgetary 
legislation including necessary changes in the rules of 
the House." On October 8, 1919, this committee sub
mitted its report and at the same time reported out for 
favorable consideration a bill which had been prepared 
by its chaimlan, and introduced in the House on 0cto
ber '/. 1919, and referred to the Committee for action.' 
This brought the proposal before the House for action. 
A few days later the bill was called up, and after several 

'66 Cone. 1 -. H. R. g;o$3 (1919). 
'Mr. Good had pftvioasly. on May ... 19190 introdaad a bill providing 

for a budget .yst ..... The .... bill ~ the conclusioas that bad ...... 
reached by the Select Committee on the Boded as the result of its b...-iDgs. 



28 THE NATIONAL BUDGET SYSTEM 

days debate, which was of a high order, passed that body 
on October 21, 1919, by 285 to 3, and was sent to the 
Senate. No action on the bill further than its reference 
to committee was taken by the Senate during that ses
sion, which, so far as the Senate was concerned, was 
devoted largely to a consideration of the Versailles 
Treaty. 

The first recommendation made by President Wilson 
in his annual message to Congress on its assembling in 

I regular session December 2, 1919, was for the adoption 
~ of a budget system. He said: .. I hope that Congress 
. will bring to a conclusion at this session legislation look-
ing to the establishment of a budget system. That there 
should be one single authority responsible for the making 
of all appropriations and that appropriations should be 
made not independently of each other, but with reference 
to one single comprehensive plan of expenditure prop
erly related to the nation's income, there can be no doubt. 
I believe the burden of preparing the budget must, in the 
nature of the case, if the work is to be properly done and 
responsibility concentrated instead of divided, rest upon 
the executive. The budget so prepared should be sub
mitted to and approved or amended by a single committee 
of each House of Congress and no single appropriation 
should be made by the Congress, except such as may have 
been included in the budget prepared by the executive or 
added by the particular committee of Congress charged 
with the budget legislation." 

In the meantime, Senator Medill McCormick had be
come an urgent advocate of the budget and took the lead 
in the Senate in promoting action. On July 14, 1919, he 
secured the passage of a resolution, providing for a 
Select Committee to consider the subject. This com-
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mittee, of which he was made ·chairman, likewise held 
public hearings on the subject, but, in view of the exha~s
tive hearings of the House committee, they were com
paratively brief and covered no new ground. The budget 
bill which had passed the House was referred to this 
committee. On April 13, 1920, it reported out this bill, 
after striking out all after the enacting clause and in
serting in lieu thereof the provisions of the bill which 
had been prepared and introduced in the Senate by 
Senator McCormick. The bill in this form passed the 
Senate on May I, 1920, without a dissenting vote. The 
House refused to concur in the change made by the 
Senate, and the bill accordingly went to conference. . 

Though, as has been shown, both Houses were prac
tically unanimous in favor of legislation providing for a 
budget system, they differed in respect to the character 
of action that should be had. Apart from matters of 
detail this difference related to but one point. but that 
was an exceedingly important one. The House, or Good: 
bill was based on the principle of imposing upon the 
President the direct and complete responsibility for the 
preparation and submission to Congress of the budget. 
which should represent his financial and work program 
as head of the administration; and to this end provided 
for the creation of a Bureau of the Budget that should 
be attached to his office to act as an agency through which 
he might meet this new responsibility thrown upon him. 
The Senate, or McCormick, bill was based upon the prin
ciple of erecting the office of Secretary of the Treasury 
into one analogous to that of the British Chancellor of 
the Exchequer and of placing responsibility for the 
preparation of the budget primarily upon him. To this 
end the bill provided that the bureau of the budget 
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should be a subordinate agency of the Secretary of the 
Treasury and be located in his department.' 

This difference was fought out in the conference com
mittee, and an agreement in the nature of a compromise 
was effected under which responsibility for the prepara
tion and submission of the budget was placed llPon the 
President, but the agency to be made use of by him in 
doing this work was a bureau of the budget of which 
the Secretary of the Treasury should be ex-officio the 
director. Like most compromises this was thoroughly 
satisfactory, neither to the proponents of the House bill 
nor those of the Senate bill. It seemed, however, the best 
that could be obtained. 

: The conference committee made its report on May 26, 
1920. On May 27, the Senate, and, on May 29, the House 
accepted this settlement, and the bill was passed and sent 
to the President. To the surprise of all those who had 
been advocating the measure this bill was returned to 
Congress by the President without his approval on 
June 4, 1920. His veto was not based upon any objection 
to the provisions of the bill having for their purpose to 
provide for the establishment of a budget system. As 
has been shown by the quotation from his annual mes
sage of December 4, 1919, the President not only urged 
the adoption of a budget system but also one conform
ing to the provisions of the bill that was passed. This 
bill, in addition to providing for a budget system, pro
vided for the abolition of the Office of Comptroller of 
the Treasury and the six Auditors and the creation in 
their place of a general accounting office, which should 
be an agency independent of the administrative branch 

• For & statemmt of the arguments in favor of the House propooa~ see 
Memorandum on the Statui of the Proposed Bureau of the Budget, bJ 
w. F. WiUougbbJ, CO"fl. Record, Ma, II, 19ao. 
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and take over the duties formerly-performed by the offices 
of the Treasury that were abolished. As the function of 
this new office was that of examining into and passing 
upon the financial acts of the administration it was be
lieved that its head should have a quasi-judicial status 
in respect to his tenure of office and be not removable by 
the President as are purely administrative officers. This, 
attempt on the part of Congress to place the comptroller 
general, the head of the general accounting office, be
yond his power of removal was held by the President to 
represent an unconstitutional limitation upon his powers, 
and for this reason he returned the bill without his 
approval.' 

The bill was returned by the President the day before 
the date which had been agreed upon for the adjourn
ment of Congress and, though efforts were made to 
recast the bill so as to meet the objections of the Presi
dent and to repass it, the shortness of the time available 
and the pressure of other business prevented these efforts 
from being successful. The President's veto thus killed 
the bill for that session. 

No action was taken during the short session begin
ning the following December, as a change of adminis
tration was impending. However, immediately after 
the new Congress met on April II, 1921, budget bills 
were again introduced, the Good bill placing the budget 
bureau under the President in the House and the 
McCormick bill placing it in the Treasury Department 
in the Senate. Events moved quickly now. On Apnl 26, 

'For ua«OaDt of the proYisions of the bill which tiaoII7 .......... alaw, 
a BudRd and Aa:oanrilw Act, 1911.- ba..u. to do with the aatioa of the 
GenenI Aa:oantin« Office, _ Senice MOIIIICRPb of the IDstitute for 
Go,a _ R-..:h cIoa1iIIc with Ibis .moe ... iD PftpUatiaa and to lie 
obortI:f publisbal. 
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the Senate passed the McCormick bill without a record 
vote. This bill then went to the House, where it was 
referred to the Select Committee on the Budget, which 
reported out the Good bill as a substitute for the Senate 
bill. The House passed the Good bill on May 5, by a vote 
of 344 to 9. This made the situation exactly the same as 
it had been a year earlier. 

The conference committee to which the points of dif
ference between the two Houses were referred for 
adjustment, reached an agreement and reported on ¥ay 
25, 1921, a bill following substantially the House mea
sure, practically the only concession to the Senate being 
that of placing the Bureau of the Budget in the Treasury 
Department. This concession, however, was but a 
nominal one, since the bill gave no authority to the 
Secretary of the Treasury and provided that the Director 
and Assistant Director of the Bureau should be appointed 
by the President and that the Bureau should work under 
the \direct orders of the President.· To all effects the 
Bureau has in fact operated as a direct agency of the 
President. The bill was thus far more satisfactory to 
the proponents of the House bill than the one vetoed by 

• Commenting on this feature Mr. Good said: "We believe it would have 
been better not to bave put in the words' in the Treasury Department,' but I 
agree with the gentleman from Wiscoosin that it is an idle pbrue. It doeo 
not m .... anything, because the real meat in the oectioa is the power granted 
by the .. ction, and the only power conferred i. the power we give to the 
President. The President i. given power to appoint the director and 
assistant director, and be is _ required even to get the confirmatioa of the 
Senate, because it was thought that for the.. offices that would be 10 
peculiarly the President's staff, the President's force, the President, without 
being questioned with regard to hi. appointments, should appoint the men 
whom he believed he could trust to do hi. will in the preparatJon of the 
budget, 10 that when the budget came before him it woald be • budget that 
reflected his sentiment and determination with regard to ecoaomy and with 
regard to expenditure. Th .... too. the budget is to be prepared for the 
President under IUch rules and regulations as the President shall .ubacribe. 
No power i. granted to the Secretary of the Treasury." CON/I. R""'tl. 
May 27, 1921. 



AOOPTION OF BUDGET SYSTEM 33 

President Wilson. Incidentally the bill contained no pro
visions meeting the objections of President Wilson, the 
section governing the tenure of office of the Comptroller 
General providing that that officer was removable only 
by joint resolution of Congress. This bill was adopted by 
both Houses, and received the approval of President 
Harding on June 10, 1921, becoming what is known as 
the" Budget and Accounting Act, 1921." .. 

The fundamental features of this act are: the direc
tion given to the President annually to prepare and 
submit to Congress a document to be known as the 
Budget, which should give complete information regard
ing the condition of the treasury, revenues, and expendi
tures in the past and his program in respect to the 
provision that should be made for expenditures in the 
future and the manner in which such expenditures 
should be financed; the prohibition of any other officer 
of the government to request the grant of funds except 
when called upon to do so by Congress; the provision 
of a new service to be known as the Bureau of the 
Budget, which should act as the agency of the President 
for the preparation of the budget; and the creation of 
the new service, the General Accounting Office, with 
a Comptroller General at its head, which should be an 
independent establishment and take over all the duties 
formerly vested in the Comptroller of the Treasury 
and the six Auditors for the departments, which offices 
were abolished. The character of these provisions and 
their significance will be fully set forth in the pages that 
follow. . 

• 41 Slat. L. _ 



CHAPTER IV 

REFORM OF THE RULES OF CONGRESS IN 
REFERENCE TO APPROPRIATION BILLS 

Though the preparation, under proper auspices and 

I in proper form, of a budget would be a great gain, it 
was nevertheless appreciated by those in favor of the 
adoption of a budget system by the national government, 
that this act represented but one step in putting the ad
ministration of the financial affairs of the government 
upon a proper basis. If the new system was to be fully 
effective it was imperative that the two Houses of 
Congress should effect an entire reorganization of their 
procedure for the handling of financial proposals so 
as to do away with the evils that have been mentioned 
and to provide a system thjlt should be in harmony with 

fthe principle of centralizing responsibility and making 
I it possible to consider the whole problem of financing 
ithe government at one time. This could only be secured 
by vesting in a single committee in each House, full and 
exclusive jurisdiction over all financial proposals, or at 
least vesting such complete jurisdiction in two com
mittees, one to concern itself with revenue and the other 
with expenditure proposals. 

From the theoretical standpoint there was much to be 
said in favor of a single committee to have jurisdiction 
in respect to both sides of the budget. There were, how
ever, two practical objections to this policy. There was 
great opposition in Congress to vesting in a single com
mittee the great powers that such a committee would 

34 
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-
have, and a belief that it would be impossible for a single 
committee properly to perform its work if it had to con
sider all revenue as well as expenditure proposals. 
Secondly, it was an interesting, and in some respects 
remarkable, fact that while the Committee on Ways 
and Means, which had jurisdiction over revenue mea
sures, considered bills coming before it from a party, 
standpoint, this was not true of the Committee on Ap
propriations and other committees having jurisdiction 
over general appropriation bills. In considering: bills 
for the meeting of the expenditure needs of the gov
ernment, these committees almost wholly disregarded 
political considerations, and divisions within them rarely 
followed party lines. This non-partisan consideration 
of the expenditure needs of the government was felt 
to be a desirable feature. It was thought probable, if not 
inevitable, if provision were made for a single committee 
to handle both revenue and expenditure proposals, that 
this committee would follow the practice of the Com
mittee on Ways and Means and consider all measures 
coming before it in a partisan spirit. Therefore, it was 
thought that action should take the direction of pro
viding for two committees, one to consider all revenue 
and allied matters and the other to consider all expendi
ture propoS;als. 

Reform of the House Rules. On the same day, October 
7, 1919, that Mr. Good introduced his bill to put into 
effect the conclusions reached by the' Select Committee 
on the Budget and had this biUreferred to that com
mittee, he likewise introduced a resolution' providing 
for a modification of the Rules of the House. the most 
important feature of which was the -provision calling 

• 66 Cone. I ...... II. R. 3240 0cIDb0r 7. 19aD. 
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1 
for a single Committee on Appropriations of thirty-five 
members, to have entirejurisdiction in respect to appro
priation proposals. Four days later, October II, 1919. 
Mr. Good on behalf of the committee reported out this 
resolution, recommending its adoption.' In this report, 
which was a very able document, its author said: 

The enactment of H. R. 8793, providing for a national 
budget system and an independent audit of Government 
accounts, is absolutely necessary. The adoption of the 
Resolution under consideration to complete the program 
laid down by that measure is highly desirable. Congress 
will not perform its full duty by requiring the executive 
department to adopt business methods if it refuses to 
lay down the same rule for the transaction of the busi
ness properly coming before it. 

The adoption of this resolution will permit the Com
mittee on Appropriations, consisting of thirty-five mem
bers, to divide the work between the subcommittees which 
it will create, so that the budget can come before Con
gress in one measure. The consideration of that measure 
will involve a full and comprehensive discussion in Con
gress of the big problem of Government finance. Mem
bers of Congress can see at a glance the entire picture. 
The financial obligations of the Government viewed in 
this way will have a tendency to sober the temper of Con
gress when it comes to passing legislative bills that may 
mean the taking up of new Government activities which 
will require future appropriations. . 

Without the adoption of this resolution true budgetary 
reform is impossible. Its adoption wiII permit Congress 
to treat appropriations in a businesslike and economical 
way. While it means the surrender by certain com
mittees of jurisdiction which they now possess and will 
take from certain members on those committees certain 
powers now exercised, we ought to approach the con
sideration of the big problem with a determination to 
submerge personal ambition for the public good . 

• 66 Coor. H. rept. 373. October n. 19190 
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On June I, 1920, this resolution was called up and, 
after a few unimportant amendments, was adopted by 
a vote of 200 to II7.' Due to the unexpected veto by 
the President of the first budget bill, the change in the 
rules of the House was thus effected prior to the final 
passage of the budget act .• 

Reform of the Rules of the Senate. The desirability 
that the Senate should modify its rules in respect to the 
consideration of appropriation bills so as to make its 
system conform to that of the House was evident. This 
was effected by an amendment to the rules, adopted 
March 6, 1922, which, following the House amendment, 
provided that thereafter all appropriation bills should 
be considered by a single Committee on Appropriations 
instead of by a large number of committees as in the 
past. At the same time other changes in procedure in 
respect to the amendment of appropriation bills and the 
inclusion in appropriation bills of general legislation 
were made which will receive subsequent consideration .• 

Though the rules of the Senate and the House govern
ing the handling of appropriation bills are not identical, 
the fundamental principles underlying them, that all 
revenue bills will be handled by one committee and all 
appropriation bills by another and that the committee 
on appropriation bills shall not have power to report bills 
containing general legislation, are the same. 

• The entire debate in the House em be fOUDd in th; C_WMl R.cwI. 
or that _. The __ subiect was abo diotUSSOd in the House em Oct. 3D 

and aI, 1919-
• CertaiD other chan,.a, especlaIJJ in respect to the _or of hancllinc 

....... d"""' .. to .~ biIJs made ~ the Smote Wiu .-;..., later 
CUIIsidontioD. 

• The debate in the Saate em be fOUDd iD the C~ R...,. of 
Ilardll, a, 3. ... and 6. 
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As each new Congress makes its own rules, it is always 
possible that the power now concentrated solely in the 
Committee on Appropriations may be scattered again, 
but it is not likely for some time to come. An attempt 
to overthrow the committee in the House was antici
pated just before the new Congress assembled in March 
1921, but the new rule was retained without much diffi
culty.· After the experience of several years during 
which the new procedure has apparently worked with 
marked success, the new rules appear to be firmly 
established. No opposition to them has been expressed 
in Congress and, judging by the past, the important rules 
of either House can only be changed after great effort 
and much pressure . 

• See the New York Ev .... ng Post of February 23, 1921; the NIt'W York 
Times of February 28, 1921, and the Brookl". Eogl. of February 6, 1921. 



CHAPTER V 

ORGANIZATION OF THE BUREAU 
OF THE BUDGET 

Before entering upon a consideration of operations 
under the new system, it is desirable to give a brief 
account of the organization of the Bureau of the 
Budget as the chief executive agency through which this 
system is administered. 

General Function of the Bureau. The Bureau of the 
Budget, provision for the creation of which was made 
by the Budget and Accounting Act, has as its primary 
function that of acting as the agency through which the 
President may discharge the duty imposed upon him of 
formulating and submitting to Congress a budget and 
of making recommendations to that body of means by 
which the organization and operations of the administra
tive services may be made more economical and efficient. 
It is important to note that no authority is conferred by 
the act directly upon the Bureau: all grant of powers is 
made to the President. Upon him rests the responsibility 
for all action taken in carrying into effect the provisions 
of the act, the Bureau being but the agency made use 
of by him in exercising this grant of 'powers. The rea
sons for this are two-fold. In the first place it was 
desired to emphasize in every possible way the position 
of the President as head of the administration, with 
responsibility for making known to Congress his recom
mendations in respect to the provision that should be 

» 
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made for the eXpenditure needs of the government and 
the means by which such needs should be met, and of 
examining into the manner in which such administrative 
services were organized and conducted and recommend
ing the legislation required to put them upon a more 
efficient and economical basis. Secondly, at the time the 
act was under consideration there was considerable ap
prehension that the office of Director of the Bureau 
might have the character, as it was expressed, of a super 
cabinet position. There was a strong feeling that it was 
contrary to American political traditions and undesir
able to create an office the head of which could exercise 
an authority in respect to administrative matters super
ior to that of members of the cabinet. This situation was 
avoided by vesting this superior authority in the Presi
dent and making the Bureau of the Budget but his 
executing agency. In defining the duties of the Bureau 
of the Budget, the act consequently carefully makes use 
of such expressions as "under such rules and regula-

, tions as the President may prescribe," "when directed 
by the President," etc. 

Status of the Bureau. Technically, the Bureau of the 
Budget is a unit of the Treasury Department. Actually, 
as regards the exercise of its powers, it functions as an 
agency attached directly to the Office of the President. 
This results from the fact that the Director and As
sistant Director are appointed by the President and that, 
throughout the Budget and Accounting Act, wherever 
reference is made to a superior authority whose direction 
or approval is required, the President and not the Sec
retary of the Treasury is designated. In fact, no men
tion of the Secretary of the Treasury is anywhere made 
in the act. 
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General Administration. At the head of the Bureau is 
the Director, with an Assistant Director, who are ap
pointed by the President and receive salaries of $10,000 
and $7500 a year, respectively. They are appointed with
out tenn, and are thus subject to removal by the Presi
dent at his pleasure. Their appointment, moreover, con
trary to the usual provision in respect to Presidential ap
pointees, does not require the approval of the Senate. 
These provisions exist in order to make clear that those 
two officers are in a peculiar way the direct personal rep
resentatives of the President. It would be impossible for 
the system to work properly unless these officers have at 
all times the entire confidence of the President and are 
so situated that they will loyally carry out his policies. 

No attempt was made in the Budget and Accounting 
Act to prescribe the internal organization of the Bureau 
or to fix its personnel except that the Director was em
powered, subject to such rules and regulations as the 
President might prescribe, to appoint all his subordinates 
and fix their compensation, subject to the limitation that 
no person should be appointed at a salary in excess of 
$6000 a year and that not more than four persons should 
be appointed at a salary in excess of $5000 a year. These 
provisions regarding the power of the Director to fix the 
salaries of his employees are, however. now modified by 
the provisions of the Personnel Oassification Act of 
J923. subsequently enacted. The Bureau as now organ
ized embraces thirty-eight officers and.employees." The 
total of appropriations for the Bureau for the fiscal year 
J1)26 was $190.000, of which $165.000 was for salaries 
and expenses and $25.000 for printing and binding. In 
addition the Bureau is provided with quarters, including 

• For Iiot .f the.se ODd Iheir oaIaries" _ Appeeliz 50 
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lighting, heating, etc., in the Treasury Building, and as 
will be subsequently pointed out, military and naval 
officers, not to exceed twenty-six, may be assigned for 
service on coordinating activities. These activities, while 
under the genera] supervision of the Director, are dis
tinct from the activities of the Bureau proper. 

Office of Chief Clerk. The conduct of the general rou-
. tine business operations of the Bureau is vested in the 

Office of Chief Clerk, presided over by a Chief Clerk, 
who with his six subordinates, including three mes
sengers, performs the duties usually perta\ning to such 
an office. 

Office of Counsel. For the handling of all legal matters, 
provision is made for an officer known as Counsel. This 
officer assists in the drafting of rules and regulations 
and the compilation of laws governing the preparation 
and transmission to Congress of statements of receipts 
and, expenditures and estimates of appropriations, an 
obligation imposed upon the Bureau by the Budget and 
Accounting Act, and performs such other duties as may 
be assigned to him. 

Assistants to the Director. In the discharge of the 
powers conferred upon him, the Director of the Bureau 
has made provision for seven officers known as Assis
tants to the Director. One of these Assistants is called 
the Executive Assistant, and as the title indicates, has 
general jurisdiction. All are assigned to general super
vision over the work of the investigators of several de
partments and they may be assigned to special problems 
as they develop. 

Division of Estimates. The Division of Estimates is 
composed of six employees, the Chief of the Division,· 
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AS,sistant Chief, and four clerks. They prepare the 
budget document and compile the various tables included 
in it. They also edit and supervise the supporting sta
tistics and data which are transmitted to Congress with 
supplementary and deficiency estimates. The Division 
is also frequently called upon by the Director to pre
pare financial statistics for his use. It is here, too, that 
records are kept of'the apportionments of the appropria
tions of the departments and establishments and of the 
expenditures made from them. 

Board of Estimates. The seven Assistants to the Di
rector, together with the Director, Assistant Director, 
and Counsel have been constituted a Board of Estimates 
whose duty it is, as is elsewhere described, to review the 
work of the subordinate employees in respect to the ex
amination of the estimates as submitted by the spending 
services, to hear the representatives of such spending 
services in defending their requests for funds, and to 
determine the estimates that shall be finally included in 
the budget. 

Investigators. Next in rank below the superior officers 
that have been mentioned are twelve so-called Investi
gators. It is the duty of these officers to familiarize 
themselves with the organization, activities, and methods 
of business of the several spending services and to keep 
in touch with their operations and need$ throughout the 
year, and later when the estimates are received from 
such services, to subject them to critical examination and 
to make recommendations regarding their approval or 
modification. In order that they may perform these 
duties efficiently, each Investigator is assigned a par-
• 
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ticular department or group of departments or estab
lishments. The assignment now in force is as follows: 

I. Department of Agriculture 
2. Department of the Interior 
3. District of Columbia . 
4. Treasury Department, Railroad Administration, 

and Board of Tax Appeals 
5. Post Office Department and Interstate Commerce 

Commission 
6. Navy Department, National Advisory Committee 

for Aeronautics, and Shipping Board 
7. War Department, National Homes for Disabled 

Volunteer Soldiers, Federal Power Commis
sion, and Panama Canal 

8. Departments of Justice and State 
9. Department of Commerce and Veterans' Bureau 

10. Department of Labor, Federal Trade Commis
sion, and Board of Mediation 

II. Bureau of Efficiency, Civil Service Commission, 
Employees Compensation Commission, Federal 
Board for Vocational Education, United States 
Housing Corporation, Geographic Board, and 
Smithsonian Institution 

12. Executive Office, Alaska Relief Fund, Alien 
Property Custodian, American Battle Monu
ments Commission, Commission of Fine Arts, 
Grant Memorial Commission, Lincoln Memo
rial Commission, Office of Public Buildings and 
Public Parks of the National Capital, Arling
ton Memorial Bridge Commission, Tariff Com
mission, and General Accounting Office 

Federal Business Associations. As a further aid in 
securing cooperation between the several administrative 
services and their employees in the field, provision has 
also been made for the creation of what are known as 
Federal Business Associations. The purpose of these 

• 
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associations is to bring together- government officials in 
the same locality for friendly consultation and mutual 
aid. By July 1926, 179 of these associations had been 
organized. 

Business Organization of the Government. As a final 
effort to secure cooperation on the part of government 
employees, to develop an esprit de corps among such 
officials, and to promote interest in the general welfare 
of the government as a whole as opposed to special 
interest in the affairs of particular services, the Presi
dent, acting upon the suggestion of the Director of the 
Bureau of the Budget, has created an organization 
known as the Business Organization of the Government. 
This organization is composed of the directing personnel 
of the government at Washington; that is, the members 
of the Cabinet, the members of the independent boards 
and commissions, the chiefs of bureaus, chief clerks, dis
bursing officers, and others in charge of the operating 
units of the departments, establishments, and bureaus. 
This organization, which dates from the establishment 
of the budget system, holds two meetings a year, one 
near the end of June and the other in the latter part of 
January. At these meetings the President and the 
Director of the Bureau of the Budget make addresses 
in which the policy and wishes of the President are made 
known to these responsible officers of. the government 
and a report is made of how financial operations have 
been going and what is expected of the directing per
sonnel in the way of formulating their estimates and in 
expending the funds that have been granted to the ser
ykes for their support and operation. These addresses 

5 
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are subsequently printed as pamphlets and are given 
wide distribution among the government personnel.' 

Coordination Agencies. The foregoing represents the 
organization of the Bureau proper. In addition the 
President has placed under the general direction of the 
Director of the Bureau of the Budget a large number of 
coordination agencies, most of which are in the form of 
coordination boards made up of officers or employees of 
the several administrative services assigned for that 
work. An account of the organization and work of these 
agencies will be given in Part IV, dealing with the Exe
cution of the Budget. 

Budget Officers of the Departments. Though not 
officers of the Bureau of the Budget, mention, finally, 
should be made of the Budget Officers of the depart
ments. The Budget and Accounting Act provides that 
" the head of each department and establishment shall 
designate an official thereof as budget officer therefor, 
who, in each year under his direction and on or before 
a date fixed by him, shall prepare the departmental esti
mates. Such budget officer shall also prepare, under the 
direction of the head of the department or establishment, 
such supplemental and deficiency estimates as may be 
required for its work." 

This provision of the act was a happy one, since the 
work of the Bureau of the Budget is greatly facilitated 
by having a definite official in each department with 
which it can have direct relations without the necessity 
for having such relations through the head of the depart
ment who, on account of his other duties, cannot always 

• Beginning with the meeting of Jane 3D. 1924, the .peecha baye been 
.broadcast over the radio. 
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be reached and cannot spare the time for consultation 
upon matters arising between the Bureau of the Budget 
and the administrative services. Of these officers, the 
Director of the Bureau of the Budget says: • 

By acting as liaison officers between the Bureau of the 
Budget-with whom they deal direct-and their depart
ments, and, in addition, performing regular depart
mental duties, they occupy a dual status. Their intimate 
knowledge of the organization and needs of their respec
tive departments has made them valuable assistants to 
the heads thereof and as their representatives these 
Budget officers may become a most effective means of 
applying administrative control over the financial pro
grams of their various departments. They are called 
upon to furnish statistical and other information to the 
Bureau of the Budget, and through them are communi
cated to their superior officers the Executive policies 
underlying the preparation and execution of the Budget. 
The Budget officers are performing an indispensable ser
vice in Budget operations, and their splendid cooperation 
and assistance during the past fiscal year is appreciated. 

• Annual Report, 19"6. p. 140 



PART II 

FORMULATION OF THE BUDGET 

CHAPTER VI 

RESPONSIBILITY OF THE PRESIDENT FOR 
THE PREPARATION AND SUBMISSION 

OF THE BUDGET 

President Alone Authorized to Request Appropria
tions. From the standpoint of principle, the greatest 
innovation of the Budget and Accounting Act was the 
placing of entire responsibility for the submission to 
Congress of a statement of the financial needs of the 
government upon 'the Pl-eltSident; Not only does this 
act direct that the President shall, annually, on the first 
day of each regular session, submit to Congress a Budget 
in which he shall make known fully his recommendations 
regarding the voting of funds for the support of the 
government and how these funds shall be raised, but also 
that no other officer shan make any such recommenda
tions unless specially requested so to do by Congress. 
A section of the act thus provides that: 

No estimate or request for an appropriation and no 
request for an increase in an item of any such estimate 
or request, and no recommendation as to how the revenue 
needs of the government should be· met, shall be sub
mitted to Congress or any committee thereof by any 
officer or employee of any department or establishment. 
unless at the request of either House of Congress. .. 
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The reasons for this provision are as follows: Under 
the old system when each department and establishment 
made its requests for appropriations directly to Con
gress, not only did these requests represent no coOrdi
nated program or pay regard to the general condition of 
the treasury, but it was impossible to determine whether 

. they had the approval and support of the President. Even 
in regard to such important matters as requests for 
greatly augmented appropriations in order to increase 
the size of the military or naval establishment and pro
posalsfor the radical modification of taxation systems, 
knowledge was often lacking as to the position of the 
President. One of the prime purposes of the Budget 
and Accounting Act was to vest responsibility for the 
financial and work program of the administration in the 
President. To have permitted the continuance of the 
old practice of department heads making direct requests 
for appropriations would have tended to defeat this pur
pose. It would also have given rise to conflicts between 
the President and his administrative subordinates in 
respect to financial needs and administrative policies. 

This principle is one which it is not easy to enforce in 
practice. Administrative officials when appearing before 
the committees on appropriations of Congress have diffi
culty in refraining from urging larger appropriations 
for their services than those carried in the budget. 
President Harding in his address at the fifth regular 
meeting of the Business Organization of the Govern
ment, June 18, 1923, found it necessary to admonish 
administrative officials on this point in the following 
language: 

I have noticed from the hearings before the Appro
priation Committees of Congress that some of the 
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officials of the Government have not yet realized that 
under the Budget and Accounting Act the estimates 
which are before Congress are those submitted by the 
Chief Executive. The officials to whom I refer were 
apparently of the impression that the estimates which 
their respective departments or establishments submitted 
to the Bureau of the Budget were the official estimates 
which they were authorized to advocate before the con
gressional committees. I trust this erroneous impression 
will not prevail hereafter. If Congress desires estimates 
other tban those submitted by the Chief Executive, it 
has reserved unto itself in the Budget and Accounting 
Act the authority to request such estimates and defined 
the method of obtaining them. But the administrative 
officials, who are operating under the Executive, are 
expected to subscribe cordially and loyally to the budget 
estimates, and I do not hesitate to say that the repetition 
of an advocacy of an estimate before the Congressional 
Committees in excess of the executive recommendation, 
will be looked upon as sufficient reason to give considera
tion towards severance of employment with. the Govern
ment. 

A year later at the seventh regular meeting of the 
Business Organization of the Government, June 30, 
1924. the President again referred to the practice of 
appealing to Congress for greater appropriations than 
those carried in the budget and said, .. I herewith serve 
notice again as alief Executive that I propose to protect 
the integrity of my budget." At the next meeting, the 
eighth, held on January 26, 1925. the President felt 
called upon the repeat his caution to administrative 
officials in the fonowing language: 

At our last meeting I had occasion to call attention 
to the fact that under the law the only lawful estimates 
are those which the QUef Executive tranSJnits to C0n
gress. My reason for thus calling the matter to your 
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atterition was that in a few instances officials of the 
executive branch of the Government advocated before 
the committees of Congress the appropriation of amounts 
in excess of those recommended in the Executive esti
mates. Both the letter and the spirit of the Budget and 
Accounting Act prohibit such action. There is nothing, 
however, in the law, nor any intent on the part of the Chief 
Executive, to preclude the officials who appear before 
the committees of Congress from giving the committees 
full and complete information on any items contained in 
the estimates. There is a marked distinction between 
advocating an increase in the Executive estimates and 
furnishing Congress with full and complete information 
concerning them. The former is prohibited by law, as it 
should be. The latter is a fulfillment of the right of Con
gress which has never been questioned nor should ever 
be questioned. 

This position that Congress should look alone to the 
Chief Executive for recommendations regarding the 
expenditure· needs of the administrative services, and 
that administrative officials should not question such 
recommendations before committees of Congress, it 
should be remarked, is greatly strengthened by the fact 
that Congress is given no information regarding the 
amounts originally requested by the spending services 
in submitting their requests for- appropriations to the 
Bureau of the Budget. In many of the state budget 
systems it is the practice for the budget as formulated 
and submitted to the legislature to show in parallel 
columns the amounts requested by the services and the 
amounts recommended by the governor. This is not done 
in the national budget. The decision was made on the 
ground that to do so would weaken the responsibility of 
the President for the formulation of the budget, tend to 

raise issues between the President and his administrative 
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subordinates, and unduly increase the work of the com
mittees on appropriations in deciding these issues. That 
the system adopted tends strongly to keep down appro
priations, there can be no doubt. 

Notwithstanding the definite adoption of this prin
ciple, it must be recognized that administrative officials 
are put in a difficult position in appearing before the 
committees on appropriations to testify regarding the 
needs of their services. It is not easy to distinguish be
tween answering frankly questions put to them regard
ing the needs of their services and advocating increased 
appropriations. An illustration of this is afforded by 
the discussion which took place in the House of Repre
sentatives over an increase that had been made by the 
Committee on Appropriations in the estimate of appro
priations for the Bureau of Foreign and Domestic Com· 
merce as contained in the budget for 1926.' The de
fenders of the Committee's figure, which was slightly 
above the budget estimate, were able to say that the De
partment of Commerce had never asked for the increase. 
But the advocates of a further increase got an affirma
tive answer when they asked" if it is not a fact that both 
Secretary Hoover and Director Klein (of the Bureau) 
stated to the committee that while, of course, they were 
not in a position to ask that the Budget estimates be in
creased. yet they absolutely could not function and dispose 
of present business under 32 days, and in some instances 
4 months, unless they got more money." They also 
pointed out that" Doctor Klein told the committee that 
the bureau could not function to the advantage of the 
public unless the appropriations are increased"; that 
.. while you will not find any specific request for increase, 

·C_. RnwtI.l .. ..., ~ J9IS. 
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yet in the statement made by the Secretary of Commerce, 
giving his view on the question of trade competition dur
ing the next fiscal year and the necessity of increasing 
the appropriation in order to meet it, his opinion is ex
pressed"; that the director of the bureau, Dr. Klein, had 
informed the committee, for instance, that "the Euro
pean situation alone has almost doubled the burden of 
the organization, and how we are going to meet that with 
an increase in our funds of 2~ per cent I do not know," 
and that "if the gentleman .will read these hearings I 
think he will find that the director has stated clearly anc\ 
emphatically to the committee that he will not be able to 
carry out the purposes of that bureau unless he is given 
more money.'" 

After all this was stated, the chairman of the Com
mittee on Appropriations in defending his committee's 
recommendation said, " There has been no request made 
by Secretary Hoover or anybody else in his behalf for 
any, appropriation in addition to what we carry in the 
bill.'" This was probably technically true, but the Sec
retary of Commerce and the Director of the Bureau had 
undoubtedly made it clear that in their opinion an in
crease in the budget figures was desirable. In this par
ticular case one may question whether these two officers 
fully complied with the spirit of the President's instruc
tions. Nevertheless, it must be admitted that, when the 
direct question is asked of the head of a service whether 
his service will not suffer if larger appropriations are 
not provided, he must give in his answer his personal 
convictions. 

Recognition must also be had of the fact that adminis
trative officials have means, other than that of directly 

• Ibid., ] ""uary 21>, 1925 • 
• Ibid., Juual)' 230 1925. 
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petitioning Congress or making bown their wishes at 
hearings before the committees on appropriations, to 
influenc.e Congress to grant larger sums for their ser
vices than are carried by the budget. They can urge 
the needs of their services in private conversation with 
members of Congress or get their friends to do so, and 
can take steps to organize public opinion in support of 
more liberal appropriations. How much is done in the 
first of these ways it is impossible to say. That depart
ments or bureaus have at times sought to have public 
pressure brought to bear upon Congress for increased 
appropriations, there can be little doubt. 

It has been noticeable during the first days of Sep
tember for the past few years that obviously inspired 
articles have appeared in the papers describing the 
calamities that threaten the country because of con
templated cuts by the Bureau of the Budget in the esti
mates of the services concerned. The most extensive 
drives so far have been conducted for the War and Navy 
Departments, probably because those two have suffered 
the greatest reductions. The date of these campaigns 
shows that they are directed against the Bureau of the 
Budget, although it is undoubtedly expected that the 
public opinion they create will help four or five months 
later when the estimates are before Congress. Thus, in 
1924, articles appeared in the papers saying, .. Lack of 
funds for naval repair work, it was learned yesterday, 
may cause the tie-up of the battleships Wyoming, Utah, 
Arkansas, New York and Texas. The Florida ••• 
already is laid up at Boston, the most conspicuous ex
ample to date of deterioration in the navy due to inade
quate appropriations. Naval officials were alarmed yes
terday by the publication of news that the bureau of the 
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budget already has slashed $56,000,000 from 1926 esti~ 
mate.s. . . . The estimate of $346,000,000 submitted by 
the Navy Department was regarded by naval officials as 
a minimum. If this figure is to be reduced $56,000,000 
by ·the bureau, navy officials declare America's naval 
strength under the 5-5-3 treaty cannot be maintained." • 
As no figures or statement had been made· public by the 
Bureau of the Budget, the ar:ticles must have been 
started at the other end of the transaction, and obviously 
were intended to arouse public opinion to coerce the 
Bureau in the hearings and conferences to start some 
ten days later. Enough comment was stimulated to 
induce" the spokesman for the President," to state that 
"the President has frequently read about the Navy 
being far below the standard and ready to sink into 
oblivion, and that the Army is far below what it should 
be and would be wiped off the face of the earth in time 
of war, but he is not greatly impressed with either of 
these statements. . . . He wants the Navy to have an 
adequate appropriation. He also wants to see the policy 
of the budget maintained. He is personally responsible 
for this business agency of the Government and he has 
no intention of committing an act that would tend to 
break down the budget's usefulness or its established 
policy. Neither has he the intention of permitting any of 
the Departments under him to bring about such a break
down of the budget." • 

In 1925 the publicity campaign on behalf of the Army 
appropriation was the most conspicuous, although efforts 
for others could be noticed in the papers. During the 
last week in August articles appeared in the papers 

• W .... bNsgt .... Post of September So 19"4- A mach Ion ..... article .... 
carried the previous day. Similar ileml appeared in other paPUL 

• W tultMg''''' SIIIr. ·September 16, 19"4-



THE PRESIDENT'S ESTIMATES 57 

stating that" officials of the War Department" feared 
that as a result of indicated cuts in their estimates the 
Army would have to be reduced, that the necessary sup
plies could not be purchased, and that the whole machine 
might break down.' Again there was a response from the 
.. spokesman" for the President. He said .. The Presi
dent feels that much of the publicity now being given 
accounts of drastic reductions in the army and navy and 
sweeping curtailment of the operation of the Shipping' 
Board vessels, is designed entirely to Interfere with his 
planned economy through creating in the public mind a 
belief that the interests of the nation at large are to 
suffer because of his desire to keep the tax rate at the 
lowest possible figure • . • it would be unwise to take 
too seriously the reports that the army general staff is 
discouraged because of planned reductions in the appro
priations for that service. • • . The President is bec0m
ing somewhat incensed over the manner in which the 
opponents of his efforts to reduce governmental costs are 
attacking him through indirect methods of publicity." • 

One of the most interesting cases where appeals were 
made to Congress for appropriations other than those 
provided in the budget and one which received wide 
publicity related to appropriations for the National 
Guard. One was a supplemental appropriation of $1.-
332,000 for the fiscal year 1925 and the other of $1,742,-
800 was for the fiscal year 1926. In making both appro
priations the bUdget estimates were .,disregarded by 
Congress and the requests made to the two committees 
on appropriations by the President of the National 

• See especial1;r the W..-..- POll of A ...... 2S. 19I5 .... 50;
ber.o,l9I$o 

• w .... ., ... PM. A"I/USl a6" J9IIS. The __ issue bad aD editDriaI .... 
the ..... ject. N.. Y'" T .... of A"I/USl a6, 191$. 



S8 THE NATIONAL BUDGET SYSTEM 

Guard Association, Brigadier General M. A. Reckford, 
the adjutant general of Maryland, were granted. Al
though this officer apparently did not consider himself 
bound by the Budget and Accounting Act, which pro
hibited such requests for appropriations from officers or 
employees of the government, the President in a state
ment issued on March 23, 1925, took the view that as 
the law empowers him to submit estimates for the 
National Guard the beneficiaries of. the appropriations 
are amenable to the law. At first the President indicated 
that to protect the budget system he would instruct the 
War Department not to expend the appropriations. This 
suggestion led to a consideration of possible mandamus 
proceedings against the War Department to compel the 
payment of the money as provided by law. But no test 
of the power of the Executive to halt disbursements in 
this manner was made, as the President, after a little 
delay, took no steps to prevent the expenditure of the 
money.' 

Propaganda in favor of the increase of appropriations 
for the Bureau of Foreign and Domestic Commerce 
furnishes another illustration of this indirect method of 
increasing budget estimates. This Bureau has received 
increased appropriations every year without exception 
since 1921, when the total was $1,085.400, to 1925, when 
it was $3,1 15,303. The budget for 1926 provided a slight 
increase over 1925 and the Committee on Appropriations 
recommended a further increase of a small amount. Yet, 
in the words of the Chairman of the Committee on Ap
propriations, " They were not happy with an increase of 

'See particularly The N"" York World. March "'" 1925; The PltiitJ
d.l,ltio E" ... i"9 P"bl;" L.dgtr. March 24. 1925; The Ba"i ... oro S .... 
March 25, 1925; an <ditorial iD the S~ W ... " R.,.,;" • ., April 20 
1925; The W ... lt...",o .. POll. April II, 1925. 
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only $~42,OOO. They presented their needs to the com
mittee and did not get what they thought they ought to 
have. So they determined that they would bombard Con
gress with propaganda.'" Telegrams from export asso
ciations, business organizations, and individuals were 
received in large numbers by Congressmen. The tele
grams were practically in the same language and were 
obviously inspired, as some of them were received days 
before the amendment which they urged was introduced, 
so that no one except insiders could have known of it. 
In this particular instance a vigorous opposition to the 
amendments,. which would have still further increased 
the appropriations, by several members of the Com
mittee on Appropriations, who stated that the business 
men sending the telegrams were inadequately informed 
and did not understand the situation, was successful and 
the amendments were beaten. 

The position, of course, cannot be taken that it is 
improper for private persons or organizations to make 
known to Congress their wishes in respect to the ex
pansion or retrenchment of the vote of funds for par
ticular purposes. It would seem, however, to be contrary 
to the spirit of the Budget and Accounting Act. and the 
instructions of the President for administrative officials 
to support such propaganda and much less to initiate it. 
The whole problem of the extent to which administra
tive subordinates of the President should directly or 
indirectly seek to secure modifications in the President's 
expenditure plan is one which cannot be entirely solved 
by formal legislation and instructions. It requires in 
addition loyal coOperation on the part of all officers con
cerned in seeing that the spirit as well as the letter of 
the law is observed. 

'Mr. lhddea. C.,... R,.n. J~ 83. ~ 
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Question of Restriction of Estimates to Those 
Needed for the Execution of Existing Law. When 
we come to a consideration of the second phase of the 
budget system, that of action upon the budget by Con
gress, it will be seen that one of the most vital principles 
observed by that body in providing for the administra
tive needs of the government is the rigid distinction that 
is made between the authorization of an appropriation 
and the appropriation itself. Only committees on gen
eral legislation have authority to report bills providing 
for the addition to or modification of existing law, and 
only th°e Committee on Appropriations has authority to 
report bills providing for appropriations to put into effect 
existing provisions of law. Not until an expenditure has 
been authorized by law is it, therefore, competent for 
the Committee on Appropriations to insert in an appro
priation bill reported by it an item to put this authoriza
tion into effect. 

:rhis practice, which it may here be said is a desirable 
one, manifestly raises the important question as to 
whether the President in formulating his budget should 
observe the same distinction; that is, whether he should 
confine his recc;>mmendations for appropriations to items 
having for their purpose to put into effect existing pro
visions of law regarding the activities of the govern
ment or whether he should, in addition, recommend ap
propriations for purposes that have not been so author
ized; and whether, conversely, if an activity or project 
has been authorized it is his duty to estimate for appro
priations with which to make this authorization effective. 

So far as the provisions of the Budget and Account
ing Act are concerned, the President is free to adopt 
such a policy in respect to these matters as he sees fit. In 
respect to the first he has from the beginning adopted 
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the distinction observed by the two Houses-of Congress 
and has consistently refrained from recommending in 
his budget appropriations other than items for the 
putting into effect of existing authorizations of law.- On 
first examination, this decision would seem to be un
fortunate and to do violence to one of the fundamental 
purposes of a budget system, that of securing from the 
Chief Executive a complete statement of what provision 
in his opinion should be made for meeting the adminis
trative needs of the government. To state this in another 
way, the feeling is strong that a budget should be a work 
program as well as a financial program. In its practical . 
operation the decision ·means that the President is de
barred from recommending appropriations for most 
works involving a capital outlay, such as public build
ings, additions to the Navy, or the engaging in new 
activities such as the regulation of radio communication, 
the control of aviation, etc., no matter how urgent such 
works or activities may be, unless Congress has previ
ously by general statute authorized such work or actiVity. 

Notwithstanding the fact that the President's decision 
in respect to this matter is probably not in accordance 
with the intent of the framers of the Budget and Ac
counting Act, and has the disadvantage that bas been 
mentioned, there is much to be said in favor of this 
policy and it is by no means certain that the decision was 
an unwise one. It has the great advantage that it relieves 
the President from pressure on the part of his adminis
trative subordinates and private intereSts to include in 
his budget, recommendations for new works and activ
ities that it would be difficult for him to resist and re-

• This men to the badaet proper. fa his budaet _ he does, bo_. odYioe the wtiDc of ..... cIa for pm ....... _..nboriaal.., aistiIIc 
lqislatioa. 

6 
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garding the merits of which it would be difficult for him 
to determine. Thus, for example, had he made the con
trary decision, delegations from all over the country 
composed of the delegations iii Congress for the states 
interested, national and state committeemen of the 
President's political party, representatives of chambers 
of commerce and like bodies would have waited upon 
him to urge the recommendation in his budget of appro
priations for new reclamation projects, new public 
buildings, new river and harbOr improvement projects, 
and the like. To all such requests he can now, under the 
policy that has been adopted by him, make response that 
such requests should be made to Congress; that Congress 
is the body where they can be examined and their merits 
determined by the appropriate committees on general 
legislation; and that not until Congress has declared its 
will should he ask for money for making this will 
effective. 

In attempting to determine the wisdom of the de
ci~ion that has been made as measured by actual results 
it is important to note that the five years that the new 
budget system has been in operation have been years 
of retrenchment, when every effort has been made to 
curtail government activities and reduce expenditures. 
The President has, therefore, been under little incentive 
to recommend new activities and expenditures, and his 
failure to do so in his budget has attracted little atten
tion, or, if noted, has been received with favor. Should 
the government enter upon a period where expansion 
is demanded a new situation will be presented, and the 
President may at that time modify his budget policy in 
this respect. 

Before leaving this subject it should be mentioned 
that the President has on occasion recommended the 
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voting of appropriations for a purpose not provided 
for by existing law. In submitting his budget for 1927 
he urged strongly a large appropriation for the erec
tion of new public buildings both in the District of 
Columbia and outside the seat of government. This 
recommendation, however, was not included in the 
budget proper but was contained in his budget message 
transmitting the budget. This procedure is certainly the 
desirable one, since it segregates clearly estimates for 
new work from those for carrying on the government 
under existing authorizations of law, and thus harmo
nizes with the system under which the committees on 
appropriations can only consider items of the latter 
character. 

Obligation of Submission of Estimates Needed for 
the Execution of Existing Law. Turning now to the 
second phase of this problem, that of the obligation of 
the President to estimate for funds to put into effect 
authorizations of expenditures that have been made by 
statute, somewhat different considerations are involved. 
Stated concretely, the question here presented is whether 
after Congress has authorized or even directed the 
undertaking of a project. such as the erection of a public 
building, the President should exercise his discretion in 
respect to asking for an appropriations to put this 
authorization or order into effect. In practice the Presi
dent has exercised such discretion. He has not hesitated 
to ask for appropriations for the construction of a 
smaller number of naval vessels than has been author
ized by law, for a smaller sum for the prosecution of an 
activity that existing law authorizes. etc. There can be 
little doubt that this policy can be fully justified. It may 
be that a given project is highly meritorious, but that the 
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condition of the treasury is such as not to warrant its 
immediate execution. The problem that confronts the 
President in formulating his budget is not what work 
has intrinsic merit, but what work in view of the state 
of t~e finances should ~e undertaken during the year to 
which the budget relates. It is of the essence of the 

. budget system that the President should give to Congress 
his opinion from this standpoint. 

It should further be noted that the fact that the Presi
dent does not include in the budget an item providing 
for the putting into execution of an authorization or 
recommends a sum smaller than that authorized, does 
not preclude provision therefor being made by the Com
mittee on Appropriations or by the House itself when 
. it has under consideration the appropriation bills for 
amendment. The action of the President in refusing to 
recommend appropriations to put into effect authoriza
tions has, however, and ought to have, great influence 
witp the Committee and the House • . . 
Control of Recommendations by Administrative 
Officers of New Legislation Necessitating New Ap
propriations. This distinction between the authoriza
tion of an appropriation and the appropriation itself has 
still another bearing upon the duty of the President in 
respect to the control of requests that shall be made upon 
Congress for the grant of funds. The Budget and Ac
counting Act, as has been seen, is emphatic in providing 
that the President alone shall have the right to recom
mend to Congress appropriations for the public service 
and that the President has taken steps rigidly to enforce: 
this provision. It must be evident, however, that if other 
administrative officers exercise fully their right to rec
ommend to Congress the enactment of laws authorizing 
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and directing the creation of new services or the en
gaging in new lines of work, which legislation will neces
sitate the appropriation of money to put them into effect, 
the object aimed at by the Budget and Accounting Act 
of vesting in the Chief Executive alone the responsibility 
of making recommendations in respect to the expendi
ture needs of the government would be largely defeated. 
To prevent any such result the President has conse
quently taken the exceedingly important action of direct
ing that no administrative officer shan recommend or 
urge upon Congress any new legislation having for its 
purpose or effect to give rise to the necessity for addi
tional appropriations without his approval thereof being 
first obtained. This order was given through Budget 
Circular No. 49, issued December 19, 1921, which reads 
as follows: 

The language of Section 206 (of the Budget and Ac
counting Act prohibiting direct requests for appropria
tions other than by the President) relates only to esti
mates or requests for direct appropriations or increases 
in items of prospective appropriations. But it is neces
sary for a full compliance with its spirit that all requests 
or recommendations for legislation, the effect of which 
would be to create a charge upon the public treasury or 
commit the Government to obligations which would later 
require appropriations to meet them, should be first sub
mitted to the President before being presented to Con
gress. It is therefore directed: 

(a) Before any request or recommendation of this 
character, originatin~ in or sponsored by any executive 
department or estabhshment of the government, is sent 
to either House of Congress, or to any committee thereof. 
it shall first be submitted to the Director of the Budget, 
who shall make recommendations with respect thereto, 
to the President. And no such request shall be sub
mitted to either House of Congress, or to any committee , . 
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thereof, without having first been approved by the Presi
dent. When so approved, the request or recommendation 
to either House of Congress, or to any committee thereof, 
shall recite the fact that such approval has been obtained. 

(b) Whenever any request or' measure proposing 
legislation, with the purpose or effect set forth above, 
shall be referred to any executive department or inde
pendent establishment for advice or expression of opin
ion thereon, the head of the executive department or 
independent establishment concerned shall ascertain, 
through the Director of the Budget, whether or not such 
recommendation, request or measure is in accord with 
the financial program of the President. And such advice 
or expression of opinion when transmitted shall include 
a statement whether the proposed legislation is or is not 
in such accord. 

(c) That copies of such requests, recommendations 
or proposed measures referred for advice as in sub
paragraph (b) shall be promptly furnished to the Di
rector of the Budget for the information of the President. 

,It is impossible to exaggerate the importance of this 
action on the part of the President/'It means that the 

~
president assumes leadership and responsibility not 
merely for the recommendation of moneys needed for 
the financing of the government in accordance with ex
isting law, but also for the recommendation of new legis
lation that will affect in any way the government work 
program. In operation this order has added enormously 
to the influence of the Bureau of the Budgetl'We have 
the authority of the Director of the Bureau of the Budg.et 
that its enforcement has doubled the work of his Bureau. 
This centralization of responsibility for the work pro
gram has further been strengthened by the order else
where noted that no administrative service shall enter 
upon any new activity, even though sanctioned by exist-· 
ing law, until notice of the intention to do so has been 
given to the Bureau of the Budget. )( 1,1' 1) 

f/ 
8~-;$q 



CHAPTER VII 

FORM AND CONTENTS OF THE BUDGET 

Scope of the Budget Document. The term " Budget .. 
as originally employed, and still used in European coun
tries, meant little more than a comparative statement of 
estimated revenue and expenditure needs. In the United 
States, this conception of the nature and functions of a 
budget has been greatly broadened. To quote with slight 
modifications, a definition previously given by the writer,' 
a budget is the instrument through which the financial 
operations of the government past and prospective are 
correlated, compared one with the other and brought 
under examination at one and the same time. It is, or 
should be, at once a report, an estimate, and a proposal. 
It is the document through which the chief executive, as 
the authority responsible for the actual conduct of gov
ernmental affairs, comes before the fund-raising and 
fund-granting authority and makes full report regard
ing the manner in which he and his subordinates have 
administered financial affairs during the last completed 
year; in which he exhibits the present condition of the 
public treasury; and, on the basis of such information, 
sets forth his program of work for the year to come and 
the manner in which he proposes that such work shall be 
financed. The most important feature of a budget is that 
~t shall be all-comprehensive. It must bring together in 
lone consolidated presentation all the essential facts re-

'W. F. WUloqbby. The PrabI .... of • NatioaaJ Badcet. pp. .. 5. (IIIIS). 
Institute for 60_ Resean:h. Studios ill AoImiaistratioa 
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garding the financial condition of the treasury and the 
financial operations of the government, past and pro
spective, in such a way that the relationships between 
past action and proposals for the future and between 
prospective revenues and proposed expenditures may be 
clearly seen. It should, in a word, give all the informa
tion needed by the fund-raising and fund-granting au
thority in the determination of financial policies in a way 
that its purport and significance may be readily seen. 

This broad scope of the budget was appreciated by the 
framers of the Budget and Accounting Act. That act 
thus provides that: 

The President shan transmit to Congress on the first 
day of each regular session, the Budget, which shan set 
forth in summary and in detail: 

(a) Estimates of the expenditures and appropriations 
necessary in his judgment for the support of the Gov
. ernment for the ensuing fiscal year; except that the 
estimates for such year for the Legislative Branch of 
the Government and the Supreme Court of the United 
States shall be transmitted to the President on or before 
October IS of each year and shan be included by him in 
the Budget without revision; • 

(b) His estimates of the receipts of the Government 
during the ensuing fiscal year under (I) laws existing at 
the time the Budget is transmitted, and also (2) under 
the revenue proposals, if any, contained in the Budget; 

(c) The expenditures and receipts of the Government 
during the last completed fiscal year; 

( d) Estimates of the expenditures and receipts of the 
Government during the fiscal year in progress; 

(e) The amount of annual, permanent, or other ap
propriations, including balances of appropriations for 

• Due to the American doctrine of tbe _ration of power. it wu felt !hal 
each of the three branch .. of llUyemment IhouJd estimate for itself il4 
appropriation aeedJ. ~ 
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prior fiscal years available for -expenditure during the 
fiscal year in progress as of November I of such year; 

(f) Balanced statements of (I) the condition of the 
Treasury at the end of the last completed fiscal year, 
.(2) the estimated condition of the Treasury at the end 
of the fiscal year in progress; and (3) the estimated con
dition of the Treasury at the end of the ensuing fiscal 
year if the financial proposals contained in the Budget 
are adopted; . 

(g) All essential facts regarding the bonded and 
other indebtedness of the Government; and 

(h) Such other financial statements and data as in his 
opinion are necessary or desirable in order to make 
known in all practicable detail the financial condition of 
the Government. 

If the estimated receipts for the ensuing fiscal year . 
contained in the Budget, on the basis of laws existing at 
the time the Budget is transmitted, plus the estimated 
amounts in the Treasury at the close of the fiscal year in 
progress, available for expenditure in the ensuing fiscal 
year, are less than the estimated expenditures for the 
ensuing fiscal year contained in the Budget, the Presi
dent in the Budget shall make recommendations to Con
gress for new taxes, loans or other appropriate action 
to meet the estimated deficiency. 

If the aggregate of such estimated receipts and such 
estimated amounts in the Treasury is greater than such 
estimated expenditures for the ensuing fiscal year. he 
shall make such recommendations as in his opinion the 
public interests require. 

It will be seen from the foregoing extract that though 
the Budget and Accounting Act took pains to prescribe 
the character of information that should be furnished 
by the Budget, it not only left to the discretion of the 
President the form in which this information should be 
presented but it also authorized the President to include 
in the Budget any other statements, in addition to those 
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required by the act, that in his opinion was necessary or 
desirable in order to make a full showing of the financial 
condition and operations of the government and its 
future income and expenditure needs. The determina
tion of the contents and form of the Budget was thus 
a matter that was largely left to the President. 

At the time that the budget bill was under considera
tion considerable apprehension was felt by members of 
Congress that if the budget did not present the estimates 
of appropriations in the same form that they had been 
presented in the past, it would be impossible to compare 
them with previous estimates and appropriations. The 
act, therefore, prescribed that the contents, order, and 
arrangement of the estimates of appropriations and the 
statements of expenditures and estimated expenditures 
should conform to the requirements of existing law. It, 
however, directed the President to prepare and submit 
what was designated as an " Alternative budget" for 
the first fiscal year under the new system, which should 
be in such form and scope as the President might think 
desirable. Due to these provisions the first budget sub
mitted by the President, the one submitted December 
1921, and relating to the fiscal year ending June 30, 1923, 
was in two forms, one designated" The Budget ", con
forming as nearly as might be to the old "Letter of 
Estimates ", and the other designated" The Alternative 
Budget ", corresponding to the scheme of presentation 
which, in the opinion of the President, should be em
ployed under the new' system. In practice, no use was 
made of the first document except possibly for reference 
purposes. The Alternative Budget proved to be a docu
ment presenting the facts regarding the financial condi
tion, operations, and needs of the government in so much 
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clearer form that it alone was made the basis for the con
sideration of the problem of financing the government by 
the Committee on Appropriations and Congress. The 
Alternative Budget thus became the real first budget 
under the new system, and its scheme of presentation of 
the data has been followed with comparatively slight 
modifications in all subsequent budgets. 

Division of the Budget into Two Parts. As framed 
by the Bureau of the Budget, acting for the President, 
the Budget consists of two distinct parts. The first con
tains the President's budget message and the general 
financial statements having for their purpose to ma\<:e 
known the condition of the treasury, receipts and ex
penditures in the past, estimated receipts and expendi
tures for the year in progress, and estimates of pro
spective receipts and expenditl1;re needs, so presented that 
the purport of the proposed receipts and expenditures 
can be clearly seen. The second, which embraces much 
the greater part of the volume, contains the detailed esti
mates of expenditures for the several organization units 
of the government." ' 

The division of the Budget into two parts has for its 
purpose to make it easy for those who are interested only 
in the general financial condition and operations of the 
government to secure the information desired by them, 
and to secure economy in the distribution of the document. 
Economy is achieved by printing Part I as a separate 
pamphlet or reprint. the sending of which meets the 
needs of most persons requesting copies of the Budget. 
Only a comparatively small edition ,is required of the 
complete document. 

• Tho Iatost IMtdsot. that for 19l18. ia a IarIe quarto ftIIume of LQ6 ....... 
of which ',16 pops .... dIe.-d '" Part I and 134D '" Part U. 
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Character of Part I: General Statements. To the gen
eral public, Part I is much the most interesting part of 
the Budget. In addition to the President's budget mes
sage it contains. a series of tables giving in an excep-. 
tionally complete and clear manner the essential facts 
regarding the financial condition and operations of the 
government and the provision that it is proposed shall 
be made for future financial needs. To those desiring 
this class of information it is a much more valuable docu
ment than the annual 'report of the Secretary of the 
Treasury. That the character of the data there given 
may be seen, there is given a brief description of each 
of the thirty financial statements that are included in 
the budget for 1928. 

Statement No. I. This is the basic statement of the 
budget showing the condition of the treasury at the end 
of the fiscal years 1926 and 1925; the estimated condi
tion of the treasury at the end of the fiscal year in prog
tess, 1927; and the estimated condition of the treasury 
at the end of the fiscal year 1928, if the financial pro
posals in the budget are adopted; and ho~ this condition 
was or should be reached. The statement gives the actual 
and estimated figures for each of the four years for 
(A) Expenditures;' (B) Receipts; (C) Excess of ordi
nary receipts over expenditures payable therefrom; (D) 

, In the Budget a dear distiDc:tion is made between U estimates of appro
priatioDl rJ and U estimates of expenditures. n The former has reference td 

~
the Dew or additiooal grants to be asked of consi-.... aod the latter rep«< 
seats the amount of money which it i. estimated will be withdrawD f~.·. 
he treasury during the fiscal year in progress aod the ensuing fiscal )'earl 
he cash withdrawals during a fiscal year are inade from appropriation. 

made for prior years as well as from appropriations made for the year to 
which the figures rdate, aod in estimating expenditures ....,...,t has aIIo to 
be taken of the fact that mooey appropriated for a year will DOt be ..,..... 
pleteJy disbursed during that year. due to the fact that it is impossible to 
liquidate all incumbraoc:es during the year. thus leaving at the end of eadI 
year outstaodia. bill. or claims that will haw to be paid durin. the eos_ 
in. year. 
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Balance in the general fund at the-beginning of the fiscal 
year; (E) Balance and excess of ordinary receipts over 
expenditures payable therefrom;. (F) Amount of gen~ 
eral fund applied or estimated to be applied to redemp.
tion of the public debt, in .addition to sinking fund and 
redemptions from restricted receipts; and (G) Balance 
in general fund at end of fiscal year for working capital. 

Expenditures are first classified into those for ordinary 
expenditures and reduction in public debt required to be 
paid from ordinary receipts. Ordinary expenditures are 
then subdivided into: ( 1 ). General expenditures, which 
are itemized by major organization units; (2) interest 
on public debt; (3) customs refunds; (4) internal reve
nue refunds; (5) postal deficiency; (6) Panama Canal; 
(1) railroads; (8) War Finance Corporation; (9) 
Emergency Fleet Corporation and Shipping Board; (10) 
alien property funds; (II) adjusted service retirement 
fund; (12) civil service retirement fund; (13) govern
ment life insurance; (14) District of Columbia teacher's 
retirement; (15) foreign service retirement; and (16) 
general railroad contingent. 

Receipts are first divided into Custom~, Internal reve
nue, and Miscellaneous. Internal revenue is further 
divided into Income and profits tax and Miscellaneous 
internal revenue. Miscellaneous is subdivided into: (I) 
Proceeds of government-owned securities, which are 
itemized: (2) trust funds receipts appropriated for in.: 
vestment; (3) proceeds of sales of surplus property; (4) 
Panama Canal tolls, etc.; (5) receipts from miscellane
ous sources credited direct to appropriations, and (6) 
other miscellaneous. 

Statement No. 2. This shows the estimated expendi
tures for the budget year 1928 and the estimated and 
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actual expenditures for the fiscal years 1927 and 1926, 
respectively. It is a supporting statement to Statement 
No. 1 only with a slightly different arrangement. Ex
penditures are classified into four groups under the head
ing of ordinary expenditures, reduction in principal of 
the public debt, payable for ordinary receipts, interest on 
the public debt, and investment of trust and special funds. 
The ordinary expenditures are given by organization 
units and in detail so that the expenditures of the bureaus 
and other subdivisions of the departments and inde
pendent establishments are shown, and in many cases 
these are further broken up into appropriations or groups 
of appropriations. 

Statement NO.3 shows the estimated receipts for the 
fiscal year 1928 compared with the estimated for the 
fiscal year 1927 and the actual for the fiscal year 1926. 
It is also a supporting statement to Statement No. I and 
gives the details of the receipt figures which appear in 
Statement No. I by showing what organization units 
collect them and from what sources. 

Statement NO.4 shows the estimated receipts for the 
fiscal year 1928 compared with the estimated for the 
fiscal year 1927 and the actual for the fiscal year of 1926 
classified in a manner conforming to that by the Treasury 
Daily Statement. 

Statement No. 5 shows the estimated expenditures 
for the fiscal year 1928 compared with the estimated and' 
actual of 1927 and 1926, respectively, by character oj 
expenditures. In this table expenditures are first c1assi. 
fied into (I) Current expenses, including equipment; (2) 
nonadministrative expenses; (3) construction work, in· 
c1uding national defense structures; (4) District of 
Columbia; (5) deficiencies in postal revenues; (6) opera 
tions in special accounts; (7) investments, which al'f 
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itemized; (8) reduction in principal of the public debt 
payable from ordinary receipts; (9) special funds; and 
(10) trust funds. 

Statement No.6 shows the estimated receipts for the 
fiscal year 1928 compared with 1927 and 1926, by 
sources. These are the same figures as in Statement 
No. 3 only no organization units are shown, and the 
receipts from the same source, such as the sale of govern
ment property or interest, premium, and discount, are 
grouped together no matter by whom collected. 

Statement NO.7 shows the estimated expenditures 
and receipts f<lr the fiscal year 1928 compared with 1927 
and 1926 of the Post Office Department and Postal Ser
vice. The expenditures are classified by character and 
the receipts by sources. This is the only statement where 
the expenditures and receipts of the Postal Service are 
included except the deficits which are paid from the ordi
nary receipts of the government and properly included 
in the statements of expenditures, and the estimated sur
pluses which are included in the expenditure statements 
as negative expenditures. 

Statement No. 8, which is a new statement appearing 
for its first time in the Budget for 1928, shows the condi
tion and operations of various special funds and accounts 
such as the United States Employees' Compensation 
Fund, the Federal Power Commission, the United States 
Housing CorpOration, etc. 

Statement No. 9 shows the estimates of appropria
tions for the fiscal year 1928 compared with the appro
priations for 1927, classified according to governmental 
functions with the percentage of eaCh to the total for 
the entire government. The functions are divided into 
four groups under the headings of general functions, 
military functions, civil functions. and nonfunctional. 
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General functions include legislative, judicial, executive, 
and general administration. Military functions include 
national defense, special war agencies, and military 
pensions, retirement pay, World War allowances, etc. 
Nonfu,nctional appropriations include refunds, fixed debt 
charges, and trust funds. The civil functions are classi
fied under the following heads: (I) Foreign relations 
and protection of American interests abroad; (2) gen
erallaw enforcement; (3) provision for control of cur
rency and banking, (4) administration of Indian affairs; 
(5) administration of public domain; (6) promotion and 
regulation of commerce and industry; (7) promotion, 
regulation, and operation of marine transportation; (8) 
promotion and regulation of land transportation; (9) 
promotion and regulation of agriculture; (10) promotion 
and regulation of fisheries; (I I) promotion of labor 
interests; (12) immigrants and naturalization; (13) pro
motion of public health; (14) promotion of public edu
cation; (IS) science and research; (16) public works; 
(17) revenue-producing enterprises; (18) local govern
ment; (19) relief expenditures. 

Statement No. 10 gives a summary of the estimates of 
appropriations for the fiscal year 1928 by the character 
and objects of expenditure and the percentage of each to 
the total compared with the appropriations for 1927. 
This table is a summary of the information shown for 
each separate estimate included in the budget. The classi
fication of objects of expenditures used is that prepared 
by the General Accounting Office given above. 

Statement No. II gives a summary of expenditures by 
character and objeCt for each of the four years, 1923-
1926 inclusive. 

Statement No_ 12 compares the estimated expenditures 
for the fiscal year 1926 with the estimated for 1925 and 
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the actual of each of the previous ten years. The ex
penditures are not shown by organization units but by 
functions. The same classification of functions and the 
same subdivisions of them are used as in Statement 
NO.9 described above. In addition to the amounts spent 
for each function and its subdivisions, the percentage 
of each to the total expenditures of the year are shown. 

Statement No. 13 gives a comparison of the appro
priations recommended by the Bureau of the Budget in 
the Budget and in supplemental estimates, with the ap
propriations made by Congress for the fiscal years 1927 
and 1926. The figures are shown by major organization 
units except that the amounts for the principal and 
interest of the public debt are listed separately. Conse
quently, all the departures of Congress from the recom
mendations of the Bureau of the Budget are not shown; 
as an increase in one of the appropriations of a depart
ment may be offset by a decrease in another without 
changing the simple figure which includes them all. 

Statement No. 14 compares the estimates of appro
priations for the fiscal year 1928 for the current opera
tion of the government with those for 1927. The figures 
are classified by major organization units and the per
centage of each of the total is given. 

Statement No.1 5 gives a comparison of appropriations 
for 1927 and 1926 by major organization units, dis
tinguished between kinds which are annual and those 
which are permanent and indefinite. 

Statement No. 16 gives the appropriations for each of 
the years 1922-1927 inclusive, including revised public 
debt appropriations, judgments and claims, by major 
organization units. 

Statement No. 17 gives the balances by major organi
zation units of appropriations of June 30. 1926, and of 

7 
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appropriations for the fiscal year 1927, including revised 
estimated permanent and indefinite appropriations, as of 
November I, 1926, reported by the Secretary of the 
Treasury. 

Statement No. 18 shows the consolidated current 
balance sheet at the close of business, June 30, 1926. It 
gives the amount and location of cash and the nature 
and amount of the liabilities and reserves as well as the 
balance. 

Statement No. 19 isa summary statement of opera
tions in the general fund for the fiscal year ended June 30, 
1926. It shows the receipts by sources, the expenditures 
by character as in Statement NO.5, the balance in the 
general fund at the beginning of the fiscal year, and the 
balance at the end of the fiscal year. 

Statement No. 20 is a statement of operations, public 
debt receipts, and expenditures, for the fiscal year ended 
J upe 30, 1926. 

Statement No. 21 is a consolidated statement of opera
tions for the fiscal year ended June 30, 1926, of both the 
general fund and the public debt loan funds. 

Statement No. 22 is a summary statement of out
standing debt at the close of business June 30, 1926, 
compared with June 30, 1925, and June 30, 1926. 

Statement No. 23 is a detailed statement of the out
standing debt shown in the above, giving the amounts 
of each issue of bonds or other debt outstanding on the 
dates mentioned. 

Statement No. 24 gives in detail the amounts of securi
ties owned by the Govermnent on June 30, 1926, and 
192 5. 

Statements No. 25,26, and 27 show, respectively, the 
actual cumulative sinking fund account for the fiscal 
year 1926, the estimated for 1927, and the estimated for 
1928. 
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Statement No. 28 shows the proposed public debt 
issues and redemptions for the fiscal year 1928 com
pared with the estimated for the· fiscal year 1927 and 
the actual for the fiscal year 1926. 

Statement No. 29 shows by classification, services and 
grades for each of the major organization units, and for 
each of the years 1928,' 1927, and 1926, the average 
number of employees, the average salary, and the total 
salaries of the personnel in the District of Columbia, 
classified under the act of March 4, 1923. This table 
is a summary of the information accompanying the indi
vidual estimates in the Budget. 

Statement No. 30 contains the estimated average num
ber of classified employees in the District of Columbia 
of the departments and independent establishments, their 
total salaries, and the average rate for the fiscal year 
1928, the estimated for the fiscal year 1927, and the 
actual for the fiscal year 1926. 

Following the last statement are the "Explanatory 
Synopsis of Estimates of Appropriations," which briefly 
explains the differences from the appropriations of the 
previous year, and the "Recapitulation of Estimates of 
Appropriations for 1928 and of Appropriations for 
1927," which compares the two by organization units 
with the bureaus and offices and the appropriations or 
groups of appropriations under each. The permanent 
appropriations are listed at the end of this table. 

Character of Part II: Detail Estimates. Part II gives 
the detail estimates of appropriations for the several 
branches, departments. independent establishments, and 
bureaus of the government. The method of classifica
tion and statement of these estimates constitutes one of 
the greatest improvements from the standpoint of 
budgetary technique that has been effected by the new 
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system. Under the old system all of. the estimates for 
the support of a department or bureau did not appear 
in one place but were scattered under a number of 
different heads. It was difficult. if not impossible, to 
determine the total that was estimated for a department 
or bureau. The same, as has been pointed out, was true 
of the appropriation system that was based upon and 
f.ollowed the estimates, most services being appropriated 
f.or not in a single bill but in a number of different bills 
which were f.ramed by different committees or sub 
committees and considered by Congress at differeD' 
times. The Bureau of the Budget, in f.raming th4 
Budget, adopted the principle of. the classification 01 
estimates by organization units. Under this system al 
of. the appropriations asked for the support of a depart· 
ment or a bureau within a department are presented ir 
one place and totalled so as to show the amount requestec 
f.or ·each such unit. This laid the basis f.or, and madE 
possible, the adoption of a new system of. appropriatio~ 
bills which was put into effect upon the budget system 
entering into operation, under which the total needs oj 
each department and bureau are provided for in a single 
bill. 

Part II is accordingly divided into thirteen chapters 
corresponding to the major subdivisions of the govern· 
ment: the Legislative Establishment, Executive Office 
and Independent Establishments, Department of. Agri· 
culture, Department of. Commerce, Department of the 
Interior, Department of. Justice, Department of Labor, 
Navy Department, Post Office Department, Department 
of State, Treasury Department, War Department, and 
District of. Columbia. In each chapter there is shown, 
f.or each grand division, each department, and each 
bureau or major subdivision of a department, or inde-
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pendent establishment, the last appropriation that was 
made for each such service by Congress and in a parallel 
column the amount proposed for the next appropriation. 
The exact language of the last appropriation act is used. 
Where changes in the wording of the law are recom
mended, the part to be omitted is included in brack8ts, 
while additions are printed in italics. Immediately fol
lowing the text of the law there are the citations to the 
Statutes at Large of the preceding appropriation act 
and of the law which originally authorized the activity 
or created the agency conducting it. 

To support each estimate there is a table showing 
how the corresponding appropriation was spent during 
the last completed fiscal year, how it is estimated the 
appropriation will be spent during the current fiscal year, 
and how it is proposed to spend the amount called for 
by the estimate for the ensuing year. The expenditures, 
both actual and estimated, are shown by objects accord
ing to a standard classification prepared for the adminis
trative services by the General Accounting Office: All 
expenditures are classified into ~e following groups: 

Current Expenses 
Personal services 
Supplies and materials 
Subsistence and support of persons 
Subsistence and care of animals, and storage and 

care of vehicles 
Communication service 
Travel expenses 
Transportation of things 

• 

Printing and binding 
Advertising and publication of notices 
Furnishing heat, light, power, water, and elec-

tricity 
• ~ Accoantiac 0IIice, BuD_ No. I, KQ II, I\JIIL 
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Rents 
Repairs and alterations 
Special and miscellaneous current expenses 

Fixed Charges 
Interest 
Pensions, retirement salaries, annuities, and 

World War allowances 
Grants, subsidies, and contributions 

Acquisition of Property 
Equipment 
Land and interests in land 
Structures and parts and nonstructural improve

ments to land 
Stores purchased for resale 

Payment of Debt 
Public debt redemptions and purchases 

Capital Outlays for Rights and Obligations 
Investments 
Treaty obligations 
Repayments of deposits 
Refunds, awards, and indemnities 

Some of these items are further subdivided. Thus, 
supplies· and materials are segregated into nine kinds, 
communication service is separated into telegraph and 
telephone, and plant and equipment is divided into 
various kinds. In like manner the estimates for per
sonnel are presented according to a standardized scheme 
of classification worked out by the Personnel Qassifica
tion Board. This classification gives precise and detailed 
information r.egarding the class and specific grade of 
the positions to be provided for. All these data are sup
plied by the administrative services on forms prepared 
by the Bureau of the Budget when their final estimates 
are submitted. to which are added the revisions made 
necessary by any changes in the estimates allowed by the 
Board of Estimates as the result of its hearings. The 



CHAPTER VIII 

METHOD OF PREPARATION OF THE 
BUDGET' 

The actual work of preparing the Budget, subject of 
course to the direction of the President, is entrusted by 
the Budget and Accounting Act to the Bureau of the 
Budget. That act thus provides that: 

The Bureau of the Budget, under such rules and regu
lations as the President may prescribe, shall prepare for 
him the Budget, the Alternative Budget and any supple
mental or deficiency estimates, and to this end shall have 
authority to assemble, correlate, revise, reduce or in
crease the estimates of the several departments or estab
lishments. 

In describing the procedure that has' been adopted by 
the Bureau of the Budget in performing this task, the 
following different steps should be recognized: 

I. Formulation by the President of his financial policy 
2. Formulation of estimates of income and expendi

tures by the Director of the Bureau of the Budget 
3. Submission by the spending services of preliminary 

estimates 
4. Consideration of the preliminary estimates by the 

Bureau of the Budget 
5. Submission by the spending services of revised 

estimates 

'In the preparation of thil lection the artide • The Preparation of the 
Natiooal Budget -, by Henry P. ,seidemann, Olid Accountant of the IDIti
lUte for Government Research, A_II '" ,,,* A..ncu. .lfeu_, of 
PoliliCdJ oM SoeiGI ScinJc,. May I!JIZ4, bas b_ largely drawn u_ with 
wo~ to • conliderable extent followed. 

, B4 
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6. Consideration of the revised estimates by the 
Bureau of the Budget 

7. Preparation of the Budget document 

Formulation by the President of His Financial 
Policy. The first step in the formulation of the budget 
is the adoption by the President of a financial policy. 
By this is meant the determination by the President of 
the position he desires to t~ke in respect to such 
matters as the expansion or contraction of the gov
ernment's activities, the retirement of the public debt, 
the increase or reduction of taxation and such special 
matters as the increase or decrease of the military and 
naval establishments, the grant of bonuses to war 
veterans, the voting of grants in aid to the states, and 
the like. The financial policy thus formulated is made 
known by the President not only to the Director of the 
Bureau of the Budget but also to all the directing per
sonnel of the government, in his address at the meetings 
of the Business Organization of the Government, the 
character and purpose of which is elsewhere described. 
Thus, at the fifth regular meeting of the Business 
Organization of the Government, June 18, 1923, Presi
dent Harding, said: 

Another task which will shortly confront us is the 
ereparation of the Budget for the fiscal year ending 
June 30, 1925. I contemplate a substantial reduction in 
the estimates of appropriations for 1925 as compared 
with appropriations for 1924- In fact, I have expressed 
to the Director of the Bureau of the Budget my desire 
that the 1925 estimates, exclusive of the amount required 
to meet reduction in, and the interest on, the public debt 
and the amount required for the Post Office Department, 
will not be in excess of $I,i'OO,OOO,ooo. To reach this 
amount, the estimates for 1925 must be $126,000,000 less 
than appropriations for 1924-
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Along the same lines President Coolidge in his budget 
message accompanying the Budget submitted in De
cember, 1923, said: 

The executive instructions governing the preparation 
of these estimates called for a substantial reduction as 
compared with the appropriations for 1924. This was 
essential to a continuation of the policy of strict and 
drastic economy. This is the administration's undebat
able policy. It has been adhered to unswervingly in the 
past and we shall hew to the line in the future. 

As illustrative of the declaration by the President of 
his policy in respect to particular classes of expenditures 
may be mentioned the announcement made by President 
Coolidge in several of his budget messages and in his 
addresses at the meetings of the Business Organization 
of the Government of his opposition to the extension of 
the, system of grants in aid to the states for the per-. , . 
formance of activities of any kind. 

It will be noted that this declaration of general policy 
in respect to expenditures is made prior to the formula
tion and submission to the Bureau of the Budget of the 
requests of the spending services for grants of funds to 
be included in the budget. They are thus forewarned to 
formulate their requests in accord with such instructions. 
Without such instructions they would be free to formu
late their requests solely on the basis of the grants that 
they would like to secure. If they disregard the instruc
tions the position of the Bureau of the Budget in modify
ing the requests so as to bring them into conformity with 
the President's program, is greatly strengthened. 

It should also be noted that while the Presidents have 
not hesitated to formulate and announce a definite ex-
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penditure policy, they have not expressed themselves with 
the same definiteness in respect to revenue or taxation 
problems. In point of fact, ever since the adoption of the 
budget system, the President has shown a tendency to 
view the budget primarily as an expenditure program. 
He does not hesitate, however, to express his opinion as 
to whether taxes should be increased or decreased and 
the general character that such action should take. 

Formulation of Estimates of Income and Expendi
tures by the Director of the Bureau of the Budget. 
It is of the essence of a proper budget system that esti
mates of expenditures and income shall be brought into 
comparison, to the end that information will be available 
as to whether the total of proposed expenditures exceeds 
or is less than available income, and the amount of such 
excess or deficit. Responsibility for furnishing the facts 
regarding the condition of the treasury and income rests 
primarily upon the Secretary of the Treasury as the 
official who has charge of the collection and custody of 
the revenue and the keeping of the accounts of financial 
operations. This obligation is clearly set forth in the 
e.xecutive order of November 8, 1921, having for its pur
pose to prescribe the general rules regarding the prepara
tion of the budget and the conduct of the Bureau of the 
Budget, which prescribes that: 

Concurrently with the transmission 'of the estimates 
by the Director of the Bureau of the Budget to the 
President, the Secretary of the Treasury shall transmit 
a statement for the information of the President, show
ing, from the point of view of the Treasury, the relation 
between the estimated appropriations and expenditures 
and the estimated :receipts of the govemmenL This 
statement shall contain all necessary memoranda and 
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tables together with such other comments as may be 
pertinent to the subject matter of the Budget, including 
suggestions and recommendations as to how the revenue 
needs of the Government may be met. The Secretary 
of the Treasury shall, at the same time, prepare and 
transmit to the President, for incorporation in the 
Budget, the figures for the actual expenditures of the 
Government for the last completed fiscal year, the figures 
for the actual and estimated receipts for the last com-. 
pleted fiscal year, the current and ensuing fiscal years, 
required by subdivisions (b), (c) and (d) of section 201 
of the Budget and Accounting Act, and also the financial 
statements required by the provisions of sub-divisions 
(f), (g), and (h) of the same section. The Secretary of 
the Treasury shall, if .the estimated receipts for the en
suing fiscal year, on the basis of laws existing at the time 
the budget is transmitted, plus the estimated amounts in 
the Treasury at the close of the fiscal year in progress 
available for expenditure in the ensuing fiscal year, are 
less than the estimated expenditures for the ensuing fiscal 
yea,!", make recommendations to the President for new 
taxes, loans or other appropriate action to meet the esti
mated deficiency. If, on the other hand, the aggregate of 
such estimated receipts and such estimated amounts in 
the Treasury is greater than such estimated expendi
tures for the ensuing fiscal year, the Secretary, for the 
information of the President, shall make such recom
mendations and suggest such financial measures as in 
his opinion the public interest may require. The Director 
of the Budget shall make available to the Secretary of the 
Treasury at his request any information in the posses
sion of the Bureau or any of its employees in respect to 
the receipts and expenditures of the Government and any 
other matters that may be pertinent to the business of 
the Treasury. The Secretary of the Treasury shall make 
available to the Director of the Budget at his request any 
information in the possession of the Treasury or any of 
its employees in respect to the receipts and expenditures 
of the Government and any other matters that may be 
pertinent to the business of the Budget. 
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This executive order would seem to indicate that re
sponsibility for preparing the estimates of income and 
expenditure was placed upon the Secretary of Treasury, 
and this was in fact the situation when the first budget 
was prepared. Though this order has never been form
ally revoked, the practice now is, and has been since the 
formulation of the second budget, for this responsibility 
to rest upon the Director of the Bureau of the Budget, 
since the data furnished by the Secretary of the Treasury 
is carefully scrutinized by the Director and, if deemed 
advisable, modified. In practice changes contemplated 
by the Director are taken up with the Secretary of the 
Treasury and an agreement is reached between them as 
to the figures that should be incorporated in the budget. 
The point to be noted is that the Director assumes full 
responsibility for the estimates and that they represent 
his best judgment. 

This estimate of total income and expenditure is of 
great significance. since it is this statement which sets 
forth the extent to which a surplus or deficit is to be 
expected and consequently the possibility that exists in 
respect to the reduction of the public debt or the reduc
tion in taxes or the need for an increased income. 

In this statement the total of prospective expenditures 
is practically fixed by the total of the appropriations rec
.ommended by the Director of the Bureau of the Budget 
for inclusion in the budget. The manner in which the 
Secretary of the Treasury makes his estimate was set 
forth in a Treasury statement to the Ways and Means 
Committee of the House of Representatives under act 
of October 19> 1925. from which the following is taken: 

Estimates of probable receipts from taxation are. of 
course. not always borne out by results. For example. 
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the 1924 Act levied a tax on mah-jongg sets presumably 
to bring in revenue, but I hardly think that this tax i!i 
now considered a reliable source. In the Treasury, we 
have endeavored to reach our estimates from various 
viewpoints, so as to ensqre a probable degree of accuracy. 
Customs receipts are estimated by the Director of Cus
toms, who is the practical operating man, by Mr. McCoy, 
the Government Actuary, and by Mr. Riddle, head of the 
Statistical Division of the Treasury. Income and miscel
laneous taxes are estimated by Mr. McCoy, Mr. Riddle, 
and Mr. Nash, Deputy Collector of Internal Revenue. 
The last in his end is the practical man. Mr. Riddle's 
estimates are based on a study of past and existing busi
ness conditions and industrial cycles. For instance, pros
perity of corporations in one year is reflected in the devi
dends received by their stockholders in the later years. 
Mr. McCoy has his own method of figuring. I confess 
I do not always -understand it, but he certainly obtains 
remarkably accurate results. All of the estimates are 
gathered together and at a conference, the differences 
are threshed out and the most probable figure is selected. 
Approaching as we do the subject from a practical and 
two different theoretical viewpoints, I think we achieve 
as accurate a result as is obtainable. 

It is hardly necessary to point out that it is extremely 
important that this estimate of probable income and 
balance in the form of surplus or deficit should be as 
accurate as possible, since upon it more than any other 
fact rests the determination of the general financial pro
gram of the government: If a deficit is shown, appro
priations must be curtailed, increased income sought, or 
additional indebtedness incurred. If a surplus is indi
cated, greater liberality in the grant of funds may be 
indulged in, indebtedness paid off, or taxation reduced. 

Special mention is made of this point, since it has hap
pened that the estimates of income, expenditures, and 
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balances as made by the Director of the Bureau of the 
Budget in conference with the Secretary of the Treasury 
for use in the budget, since the adoption of the budget 
system, have proven to be wide of the mark, and the 
accusation has been made that income has been con
sciously and deliberately underestimated in order to deter 
Congress from making certain appropriations; such, for 
example, as that f6r the soldiers' bonus to which there 
was opposition, and to permit of a more rapid reduction 
of the public debt. In practice, three estimates are pre
pared: the first in December for inclusion in the budget 
for the year to which the estimate relates. the second 
seven months later, the day before the fiscal year begins, 
which takes account of the action of Congress in the way 
of the grant of appropriations and the modification of the 
revenue system, if any, and the third in the fotlowing 
December, after the year is nearly half completed, for 
inclusion in the budget for the fotlowing year. Follow
ing is a statement showing these several estimates com
pared with actual results for each of the fiscal years 
since the budget system has been in operation:' 

FlICAL v ... ENDIII Jun 3D. 19a5 

Zoot ... "" \)eo. -.. ... 
bud..,a for ...... on ........ .............. ...e: ....... ....... - ...... 

Ltimattod "D:. ... 19IL •••• , ,...,......... ........... ...... 
Ltimated ...... tM 

10 .. $4' 

~ ... -............ == ..-....... .. ......... .......;,;:. Ad ..... u ................. IU· .... .. .... 
• 

Eatt_ Ilw. _ ia 1M 
hudaft fo .............. u ... ...... ' ... ~ .............. ... .,;; .. Vi -- ....... J ........ "'1.;. ..... .va SM ... .. .... 

Uri ..... teI I.lrft.... ... .tAlI. 
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FISCAL YEAII ENDED Jum 30. I9'2S 

I Rcccipte I hDendituree: I Deficit Surplua 

Estimated Dee. ' ... hi .he 
budget for 1M ••••••••• u •• $3.603.";"'" $3,.,s.080_ ...... $395,681, 

Estimated. lune so. 1934 •••• 3.SnJ,8al,419 30554..&91,549 ...... :140939.8 
Estimated Dec. 1924 in the 
bu~ for '9'6 ............. •• 60,.g68.~ 3.534,083,808 ...... 67.880 

Actu ••••••••.••••••••••••••• ,,780 •• 48. 3 ......... .+<6 ...... ·50.S05~ 

, 
FISCAL YEAII ENDED JUNE 30, ,926 

El!ltimated Dee. 1924 in the 
$313.143.'.4 budget: for I~ ••••••••••••• $3.6.41 • .395 •• $3.267.551,318 ...... 

Estimated lune 30. 19, •.•••. 3.666,6.p,175 3,315.671.501 ...... _. 
E8I:imated Dec. 1925 D the 

budJet ·for 19'1 ••••••••••••• a,880.7I6,9<P 3.618.67s.r86 ...... 060.04':Is6 
Actu ........................ ..o6A355 ..... 3.584.087.87. . ..... m .... 6 

Examination of this statement shows that there has 
been a general failure accurately to estimate operations, 
the variation amounting in many cases to hundreds of 
millions of dollars. Receipts were underestimated for 
1923 by $5°3,743,976; for 1924 by $65°,232,342; for 
19-?S by $86,386!606;' and for 1926 by $321,460,598. 
Expenditures as first estimated have in all cases been ex
ceeded in practice, in two of the years by very consider
able sums. This has been due to supplemental and de
ficiency appropriations made by Congress after the esti
mates were framed. It will be remarked, however, that' 
the revised estimates of expenditures submitted after 
Con~ess had acted. upon deficiency and supplemental 
estimates and the year had run for five months in every 
case exceeded actual expenditures. The result of this 
failure to gauge accurately, future operations was that, 
while a.deficit of $167,571,977 was estimated for 1923, 
there was in fact a surplus of $309,657,460, a difference 

• The tax reduction was estimated 10 amODDt 10 about $JOO,ooo.ooo, but 
proved to be only about $2'2,000.000. Half of this, the paymenu of March '5 
and June IS. affect the fisc:a1 year ended June JO, '9'25. III RCeipll were .110 
affected by the flat 2S per cent. reduction on the 1924 income ta" ... 
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of $477,229,437; in 1924 an estimated surplus of $180,-
969,125 was converted into a surplus of $505,366,986, a 
difference of $324,397,861; in 1925, an estimated surplus 
of $395,681,634 proved to be but $250,505,238, an under
estimate of $145,176,396; and in 1926 an estimated sur
plus of $373,743,714 resulted in a surplus of $377,-
767,816, a diffet1:nce of $4,024,102. 

This failure accurately to estimate prospective income 
and expenditures has inevitably given rise to criticism 
which has taken the form of questioning the skill with 
which the estimates were made and whether receipts have 
not been intentionally underestimated in order to pro
mote the President's policy of keeping down appropria
tions and preventing a too great reduction in taxes. 

In passing judgment upon these criticisms certain 
things should be borne in mind. The first and most 
important is that the period covered has been a very 
abnormal one, both in respect to expenditures, as the 
result of liquidating war obligations, and in respect to 
income, as the result of frequent changes in the revenue 
law. Many contingencies were present the effect of 
which could not be foreseen. It was thus impOssible to 
estimate the sums that would be received from foreign 
governments as the result of settling the indebtedness of 
our late allies to us. Secondly, the operations of the gov
ernment in so-called special accounts, such as the pur
chase and sale of securities of railroads and land banks, 
the advances to and repayments by the War Finance 
Corporation and the like, might affect the financial opera
tions of the government on one side of the account or 
the other by millions of dollars. Finally, there is the 
factor of the general prosperity of the country the effect 
of which it is difficult to gauge any considerable time in 
the future. . 
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Granting all this, it would appear that the Director of 
the Bureau of the Budget has in almost all cases given the 
treasury the benefit of the doubt and has probably been 
ultra conservative in estimating prospective income. This 
has been unfortunate, since it has tended to lessen the con
fidence of Congress in his estimates. While it is un
doubtedly the part of wisdom to estimate conservatively, 
this can be carried too fat', and, as conditions become 
more normal it is to be hoped that the estimates will 
in the future be more accurately borne out by actual 
operations. 

Submission by the Spending Services of Preliminary 
Estimates. The Budget and Accounting Act provides 
that the departments and establishments shall submit 
their estimates of appropriations needed or desired by 
them not later than September 15 of each year, and that 
should they fail to do so the President shall propose such 
estill1ates as he deems proper. The Bureau of the Budget 
has, however, prescribed an admirable system under 
which the departments and establishments are required 
to submit at an earlier date what are known as prelimi
nary estimates. 

In the last days of June or in the first part of July, the 
Bureau sends a notice to all the departments and inde
pendent establishments, calling upon them to prepare 
preliminary estimates of appropriations for the next 
budget and to submit them to the Bureau by a specified 
date. In its Circular No. 162; dated June 23, 1925, 
calling for the preliminary estimates for the fiscal year 
1927, the date appointed for their submission was July 
15. The services were notified that the Bureau was 
distributing forms composed of sheets from the previous 
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budget, which showed the budget estimate of the fiscal 
year 1926, the appropriation made by Congress, and the 
language of the appropriation act. On them the heads 
of the departments and establishments were instructed 
to enter the corresponding amounts which they desired 
for the fiscal year 1927. No supporting information 
about the number of employees and the amount of their 
salaries, or other details of how the sums requested 
would be spent, was required at this time, but any new 
matter or material change proposed in the wording of 
an existing appropriation was to be explained. These 
estimates are prepared and submitted by the budget 
officers of the departments and independent establish
ments who, under the Budget and Accounting Act, are 
appointed by the department and establishment heads 
for the purpose of centralizing the preparation and re
vision of the estimates. At or about the same time, Con
gress and the Supreme Court are requ~ted to send in 
their estimates, which as has been 'pointed out, are not 
subject to revision by the President or the Bureau of 
the Budget but must be included in the Budget in the 
form submitted. The purpose of these preliminary esti
mates, together with those submitted by Congress and 
the Supreme Court, is to supply the President with ad
vance information in respect to the total requests for 
funds which he can compare with the estimate of income 
submitted by the Director of the Bureau of the Budget 
and, on the basis of such comparison determine the extent. 
if any, to which these preliminary requests should be cur
tailed in order to bring their total into conformity with 
his general financial program. 
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Consideration of the Preliminary Estimates by the 
Bureau of the Budget. As has been stated, the Presi
dent in formulating his· financial policy has fixed a total 
beyond which he does not desire that the aggregate of 
estimates shall go. The preliminary estimates always 
exceed this total: Those for 1926, for example, were 
$301,701,344.75 in excess of the maximum fixed by the 
President. This represented the sum that had to be cut 
from the preliminary estimates in order to bring this 
total within the limit that had been fixed. Upon the 
receipt of these preliminary estimates, the Bureau of 
the Budget tabulates them in order to det~rmine their 
total, and turns them over to its force of " investigators" 
for detail examination. These investigators, of which 
there are now fourteen, have each been assigned to 
consider the problems and needs of a particular depart
ment and establishment or group of departments and 
establishments. To quote the Director of the Bureau,' 
they "bring to bear upon the estimates a wealth of in
formation and a familiarity with services, projects and 
purposes that guarantee a defensible and dependable 
result." It is the duty of these officers to go over the pre
liminary estimates item by item and determine what 
changes in their opinion should be made in them. Their 
recommendations are then reported by the Assistant to 
the Director in supervisory charge of this branch of the 
Bureau's work, who lays them before the Board of 
Estimates which the Bureau sets up for reviewing the 
recommendations of the investigators. This Board de
termines the extent to which the recommendations of 

• Eighth Regular Meeting Business Organizauoa of the ~t, 
Jan. 26, 1925-

• Addreu at the Sixth Regular MeetiDg, p. 8. 
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the investigators s~all be accepted, compares the esti~ 
mates of one department with those of another, and on 
its own initiative, modifies the estimates as in its judg
ment seems wise and necessary to bring them into con
formity with the general program that has been adopted. 
Where there is a doubt of the wisdom of a contemplated 
reduction, it is generally resolved in favor of the trea
sury and the reduction made for the reason that the 
estimating agencies will later have opportunity to show 
why such reduction should not be made. 

After the Board of Estimates has completed its study 
of the preliminary estimates. each department and estab
lishment is notified of the total amount which the Presi
dent has allotted to it and is directed to prepare re
vised estimates coming within these totals. to apportion 
such totals in such manner as will best provide for the 
activities of its services. and to submit such revised esti
mates to the Bureau of the Budget. Thus. following the 
examination of the preliminary estimates for 1925 the 
Bureau of the Budget sent the following communication 
to the heads of all the departments and establishments: 

I have the honor to advise you that the President has 
approved the allocation to your office of $. . . . . ... as 
a tentative maximum of the total of your estimates for 
the fiscal year ending June 30, 1925. 

Your regular estimates for the fiscal year 1925. to 
be submitted on or before September 15. 1923. and pre
pared in accordance with the instructions of July 30. 
1923. should not, therefore. exceed- in their total the 
amount above stated. 

If your estimates thus prepared do not in your opinion 
meet the absolutely necessary requirement of your office, 
they will be accompanied by a supplemental statement 
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showing the additional amount which you believe will 
be required, allocated to appropriation titles, and setting 
forth the necessity therefor. In stating the necessity for 
such increase it is requested that you indicate the con
sequences which would result from failure to secure the 
additional amount that you recommended. 

The purpose of requiring the submission of these pre
liminary estimates is to enable the Bureau to fix the totals 
to which the several departments shall make their final 
requests for funds conform, and to afford opportunity 
to its investigators to make their studies of the expendi
ture needs of such services. It should be noted that no 
information is given to the departments and estabtish
ments at this time as to the changes in the estimates sug
gested by the investigators or tentatively determined 
upon by the Board of Estimates. All that they are told 
is that they must bring their revised estimates within the 
totals specified to them. 

Commenting on this procedure, the Director of the 
Bureau of the Budget, in his address at the Sixth Regu
lar Meeting of the Business Organization of the Govern
ment, January 21, 1924, ilaid: 

This procedure contemplates that the departments and 
establishments remake their estimates as though not a 

.penny would be available in addition to the restricted 
amount allocated. No information was given to show 
how that amount was determined 'by the Bureau of 
the Budget. It was understood, however, that if the 
amount allowed proved insufficient, opportunity would 
be afforded to justify increases. This method placed the 
burden of proof on the shoulders of the Government 
bureaus where it belongs. The spirit of the plan lies 
in the expectation that the executives will, with their 
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limited estimates, provide for the more necessary and 
vital things and let reductions fall where they will work 
the least inconvenience and damage. This principle is 
both scientific and historic. 

Submission by the Spending Services of Revised Es
timates. Upon being notified of the totals to which they 
must make their final requests for funds conform, it be
comes the duty of the departments and establishments to 
revise their preliminary estimates accordingly and to re
submit them to the Bureau of the Budget. These revised 
estimates must be submitted on or before September IS 
of each year on forms prescribed and furnished by the 
Bureau of the Budget. These forms call for data show
ing in parallel columns the amounts estimated for the 
budget year, the estimated expenditures for the year in 
progress, and the actual amounts expended in the last 
completed fiscal year. They must be supported by a classi
fication of expenditures according to objects of expendi
ture, as prescribed by the General Accounting Office in 
its Bulletin No. I of May 1 I, 1922, which was issued for 
the purpose of obtaining uniformity in analyzing govern
ment expenditures. 

These revised estimates are prepared, in the first 
instance, by representatives of the bureaus and offices 
of the departments, and they are revised and reviewed 
by the heads of such bureaus and offices and sent to the 
budget officer of the department for final examination 
and submission to the Bureau of the Budget. In some 
departments the estimates as revisCd by the bureau 
chiefs are sent to a budget committee for the department 
for examination and report. In order that this com
mittee may have the proper perspective for its determina-
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tions, each of its members is assigned to one or more 
bureaus and offices to study the activities and require
ments of such services. Subsequently the estimates for 
each bureau are considered in detail by the entire com
mittee in conference with the chiefs of such offices. The 
first consideration of this departmental committee is to 
adjust the estimates so that the total to be submitted for 
a department will come within the amount fixed for it by , 
the Bureau of the Budget. Each item of the appropria
tions requested and the expenditures contemplated under 
such grants if given by Congress, is subjected to a search
ing inquiry, both as to its necessity and as to the amount 
required to conduct the particular activity efficiently and 
economically. If this committee is not fully convinced 
of the necessity of an appropriation estimated for by a 
bureau or office, it recommends that such item or items 
be disapproved by the budget officer. The findings and 
recblnmendations of the committee are then reviewed 
by the budget officer of the department and, after final 
revision, the estimates are assembled and transmitted to 
the Bureau of the Budget. 

Though the departments and establishments are re
quired to keep the total of their revised estimates within 
the figur~ that has been fixed by the Bureau of the 
Budget as the result of its examination of their pre
liminary estimates, they are permitted to transmit with 
these revised estimates " supplemental estimates" ha v
ing for their purpose to make known the amounts which 
they believe should be granted to them in addition to 
those included in the ievised estimates and to submit in 
connection therewith statements in their support. It is 
in these supplementat estimates that the departments and 
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establishments have the best opportunity for urging upon 
the Bureau of the Budget their special claims for en
larged grants for particular purposes. 

Consideration of the Revised Estimates by the 
Bureau of the Budget. Upon the receipt of the revised 
estimates and supplemental estimates by the Bureau of 
the Budget, they are again subjected to an intensive 
study by the investigators and the Assistants to the 
Director, both from the standpoint of the needs of a 
particular department and from the standpoint of the 
government as a whole. 

The statements and estimates of receipts and expendi
tures transmitted with the estimates of appropriations 
are now detached from the other papers and forwarded 
to the Division of Estimates of the Bureau, where they 
are used to prepare financial data. The estimates of 
receipts are used to prepl/.re a combined statement of 
estimated income for the year in progress and the ensu
ing fiscal year, while the expenditure data are finally 
revised to agree with the revised estimates of appropria
tion allowances and used for compiling the estimated ex
penditures of the year in progress and the year to be 
financed. 

Hearings on the Revised Estimates by the Board of 
Estimates. The next step is the hearings before the 
Board of Estimates. The Board of Estimates is c0m

posed of the Director, Assistant Director, the Executive 
Assistant, and the six Assistants to the Director. This 
Board may sit as a board and call before it different 
officials for a discussion and explanation of their re
quirements, or individual members may call informal 
conferences. 
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It is at this stage particularly that the information 
gained throughout the year by the investigators of the 
Bureau of the Budget is brought to bear upon the figures 
submitted by the departments. The spending officials 
naturally take the departmental viewpoint, that of ex
pansion, whereas the investigators have the point of 
view of the Bureau of the Budget, that of protecting the 
treasury. 

Hearings are held by the Board from the date of the 
receipt of the revised estimates, September 15, until well 
into November. At these hearings representatives of the 
departments are given the opportunity to state their 
needs and justify their requests for appropriations. The 
amounts finally agreed upon are the amounts included in 
the Budget, and they are the maximum amounts that a 
department may request of Congress when appearing 
before the appropriation committees in defending their 
estimates. Though these totals are usually less than the 
services would like to have, every opportunity has been 
offered them to present their claims, and especial con
sideration has been given to them in the apportionment 
of the totals among the several services of the depart
ments and establishments and the sub-heads under which 
the estimates are presented for the several services. 

Preparation of the Budget Document. With a de
cision finally reached regarding the amounts for the 
various items of expenditure, the final step to be taken is 
the preparation of the budget document. In some cases 
the changes in the revised estimates reached by the Board 
of Estimates are made at the hearings in the revised 
estimates. In other cases these estimates are returned 
for final revision in accordance with the Board's decision 
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by the several departments. The work of getting into 
proper form all the data to be included in the Budget 
is a heavy one especially in view o~ the short time 
available for its execution. It is unnecessary, however, 
to enter into the details of the operations by which this 
work is done. 



CHAPTER IX . 
DEFICIENCY AND SUPPLEMENTAL 

ESTIMATES 

In an ideal budget system, the budget in its estimates 
and the general appropriation acts in their grants would 
make complete provision for the expenditure needs cf 
the gQvernment for the year to which they relate. Un
fortunately this ideal condition has never been, and, it 
is doubtful whether it ever can be, completely met. In 
the first place, as has been pointed out, the budget is 
framed on the basis of existing law. It is impossible for 
the President or his budget officer to foresee what new 
legislation calling for funds with which to be put into 
effect will be enacted. Secondiy, there are many items 
whj~h it is impossible for the Bureau of the Budget or 
Congress to estimate accurately. A no inconsiderable 
number of these items represents expenditures which it 
is practically obligatory upon the government to meet 
promptly. No one can tell in advance just how much 
money will be required to meet military pensions or pay
ments to be made to those who participated in the late 
war, how much should be paid to creditors of the gov
ernment on account of claims found to be valid and 
meritorious by the Court of Oaims, how much will be 
required to meet deficits in the operation of the Postal 
Service, the United States Emergency Fleet Corpora
tion, and like services, how much to be, returned to tax 
payers in the way of refunds for taxes improperly col
lected. In the effort to keep down the total of appro
priations it is the tendency of the Bureau of the Budget, 

IlI4 



DEFICIENCY ESTIMATES lOS 

and still more of the Committee on Appropriations and 
of Congress, to estimate these expenditures on a con
servative basis, with the result that in some, if not all, 
of these cases the amounts provided for are inadequate. 
Hardships would result if claims of this character were 
not promptly met and had to await the passage of the 
appropriation bills for the next ensuing year. Thirdly, 
the estimates, as originally formulated by the spending 
services have to be made a year before the commence
ment of the fiscal year to which they relate, and those 
finally included in the budget seven or more months 
before the beginning of such year. Much may h~ppen 
in tlle meantime, conditions may change, and entirely 
new emergencies arise. 

It would seem to be inevitable, therefore, that need will 
exist for the voting by Congress of i funds other than 
those estimated for in the budget or carried by the gen
eral appropriation acts having for their purpose the 
putting into effect of the budget estimates. 

Conditions Prior to Budget and Accounting Act, 
1921. Though deficiency and supplemental estimates and 
appropriations are thus necessary, they are none the less 
an evil, and, as an evil no efforts should be spared to 
reduce their extent. Prior to the adoption of the bUdget 
system, this evil was of great proportions. What the 
situation was, is shown by the remarks of two members 
of the House who were successively chairmen of the 
Committee on Appropriations and thus in a position to 
speak with exceptional authority. In a letter addressed 
to Professor H. J. Ford, under date of October 130 190'), 

Mr. Tawney said:' 

• H. J. Ford, The Cost of Oar National Gonnunent, Po 'll? 
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Outside of the demands for appropriations which come 
to Congress through the regular estimates, we have what 
is known as Supplemental Estimates; and prior to the 
Fifty-ninth Congress the practice was to submit a large 
part of the estimates through supplemental estimates. 
This practice grew out of the carelessness of the depart
ments in making their general estimates covering all the 
needs of their respective departments for the year for 
which the estimates were made. 

The statement that the departments were careless in 
estimating their expenditure needs treated the depart
ments too leniently. There is no doubt that the depart
ments deliberately underestimated their needs in order 
to make a good showing or because they thought that 
they would stand a better chance of getting what they 
wanted by making their requests at two times. On this 
we have the instance cited by Mr. Fitzgerald, who suc
ceeded Mr. Tawney as Chairman of the Committee on 
Appropriations, of the head of a department who, when 
asked as to why a certain supplemental request for more 
than a million dollars had not been included in the 
original estimates, frankly replied: "This estimate was 
not included in the Annual Book of tEstimates because of 
the desire to keep the estimates as low as possible." This, 
says Mr. Fitzgerald, "was a fraud on Congress; it was 
a gross violation of law and a great injustice to the 
country, because it was simply, to use the vernacular, a 
thimble-rigging affair.'" 

In another place, Mr. Tawney, in commenting upon 
an act of Congress having for its purpose to curtail the 
deficiency and supplemental appropriation evil which is 
described below said: • 

'TestiDlODJ" before the Collllllitt.., GO YUIlUlCe of the New York CoaId
tutional Conventiou, May :06, 1915-

• C 0119. R .. IWd. VoL 46. Po 4511. 



DEFICIENCY ESTIMATES 107 

Until six years ago deficiencies were so general as to 
apply to practically every branch of the public service 
and represented a considerable percentage of the original 
appropriations granted. Administrative officers did not 
hesitate to embark at the beginning of the fi~l y~ar ~n 
a scale of annual expenditure fixed accordmg to their 
own judgment and estimate of the needs of the public 
service, without reference to the amount appropriated 
by Congress for the year's service. 

Attempted Control through Legislation. Con
gress has from time to time passed legislation having 
for its purpose to ~urb the deficiency appropriation evil, 
at least so far as representing avoidable deficie,ncies by 
the spending services. The first effort in this direction 
was the insertion of a section in the legislative, executive, 
and judicial appropriation act for 1871, approved July 
12, 1870. providing that: 

No department of the government shall expend in any 
fiscal year, any sum in excess of appropriations made by 
Congress for that fiscal year, or involve the government 
in any contract for the future payment of money in ex
cess of such appropriations." 

By Section 4 of the general deficiency appropriation 
act, approved March 3, 1905, this provision was aplified 
and strengthened and became what is known as the 

"AI ... U'-tiGa of the ...... iD which aI60en of die .... 'u&DEUt 
obIipml tho .... _ ........ DO fuads bad ...... a.ppi .... iated with .... c 
'" dilduar1le the obIiptiaa, the followi1us iacidmt _bicb ... told '" the 
writer ..,. the ..-Directar of the euu- 1M}' lie ci1aL GuuenI F ......... 
A. Walker _. Directar of the Casu ......... td a .• able..,.,.,. of 
-. of ........ the \IftOOIil Directar of the Casu ... _ '" .. -" for 
whith there ... DO ___ ticIII. AI _ flUllds were aftilable ......... '" _I.e thua. lie issued '" dIom "certificateo". which _ '" lie reo 
dee-.t as ..... as _ ... ..de aYailahle ~ a .. fi joG", _ 

priuioa. TheM ftrtificalel were ~m1 ..,. tbooe '" ........ duq were 
~_ ill ....... uud thas passed .............. of thinI ...... This.me. 
practically farcod due Iuonda of c..r-..... I ,lied it", _ the _ 
..,W· .----. 
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"Anti-Deficiency Act." As amended February 27, 1900, 
this act,' which is now in force, reads as follows: 

No executive Department or other Government estab
lishment of the United States shall expend, in anyone 
fiscal year, any sum in excess of appropriations made by 
Congress for that fiscal year, or involve the Government 
in any contract or other obligation for the future pay
ment of money in excess of such appropriations unless 
such contract or obligation is authorized by law. Nor 
shall any Department or any officer of the Government 
accept. voluntary service for the Government or employ 
personal service in excess of that authorized by law, 
except in cases of sudden emergency involving the loss 
of human life or the destruction of property. All appro
priations made for contingent expenses or other general 
purposes, except appropriations made in fulfillment of 
contract obligations expressly authorized by law, or for 
objects required or authorized by law without reference 
to the amounts annually appropriated therefor, shall, 
on or before the beginning of each fiscal year, be so 
apportioned by monthly or other allotments as to prevent 
expenditures in one portion of the year which may neces
sitate deficiency or additional appropriations to complete 
the service of the fiscal year for which said appropria
tions are made; and all such apportionments shall be 
adhered to and shall not be waived or modified except 
upon the happening of some extraordinary emergency or 
unusual circumstance which could not be anticipated at 
the time of making such apportionment, but this pro
vision shall not apply to the contingent appropriations of 
the Senate or House of Representatives; and in case 
said apportionments are waived or modified in writing 
by the head of such Executive Department or other Gov
ernment establishment having control of the expendi
ture, and the reasons therefor shall be fully set forth 
in each particular case and communicated to Congress in 
connection with estimates for any additional appropria
tions required on account thereof. Any person violating 

• J4 SiaL L. 'Z1, 49-
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any provision of this section shall be summarily removed 
from office and may also be punished by a fine of not 
less than one hundred dollars or by imprisonment for 
not less than one month. 

This rather remarkable law, though it does not appear 
that its penal provisions were ever invoked or even that 
the departments opened up any systematic system of 
allotment accounts in compliance with its provisions, was 
nevertheless effective in preventing the gross abuses of 
the past, since it made known in most emphatic terms the 
position of Congress in respect to the incurring of de
ficiencies and placed those asking for them in a difficult 
position unless they could clearly demonstrate that the 
need for them had not arisen through the fault of the 
requesting department. That it had an effect, is shown 
by the statement of Mr. Tawney that:' . 

the greatest reform in public expenditure wrought by 
legislation during the last six years, a reform that will 
continue to be emphasized each year in the future is the 
so-called anti-deficiency act as it was perfected and made 
effective at the first session of the Fifty-ninth Congress. 

The anti-deficiency act of 19o5 had for its purpose 
to prevent the incurring of unauthorized obligations or 
expending general funds in such a way that they would 
be exhausted before the end of the year and thus give 
rise to the need for additional appropriations. It did not 
reach the evil of departments failing to include in their 
annual estimates a full statement of their needs and 01 
presenting those needs in later estimates. To correct thi! 
Congress inserted in the legislative. executive. an~ 
judicial appropriation act of June 22, 1906, the follow· 
ing section: 

• C.a .. Rt<OnI. Vol. 46. Po 4S7I. 
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Hereafter the heads of the several executive depart
ments and other officers authorized or required to make 
estimates for the public service shall include in their 
annual estimates furnished the Secretary of the Trea
sury fop inclusion in the Book of Estimates all estimates 
of appropriations required for the services of the fiscal 
year for which they are prepared and submitted, and 
special or additional estimates for the fiscal year shall 
only be submitted to carry out laws subsequently enacted 
or when deemed imperatively necessary for the public 
service by the department in which they shall originate 
in which case stich special or additional estimate shall be 
accompanied by a full statement of its imperative neces
sity and reasons for its omission in the annual estimates. 

The Budget and Accounting Act recognized the un
avoidability of deficiency and supplemental appropria
tions. It thus provided (Sec. 203) that: 

The President from time to time may transmit to Con
gr~s,s supplemental or deficiency estimates' for such ap
propriations or expenditures as in his judgment (I) are 
necessary on account of laws enacted after the trans
mission of the Budget, or (2) are otherwise in the public 
interest. He shall accompany such estimates with a state
ment of the reasons therefor, including the reasons for 
their omission from the Budget. 

Whenever such supplemental or deficiency estimates 
reach an aggregate which, if they had been contained in 
the Budget, would have required the President to make a 
recommendation under subdivision (a) of section 202, he 
shall thereupon make such recommendation.' 

Control througb Bureau of the Budget. In the pro
visions of law that have been quoted, and which are now 

• Paragraph (a) of Section 202 ia the ..... requiring the President. when 
estimated expenditures .. cootaiDed in the budget are _ than estimated 
receipts plua available surplua in the treuwy, to make m»P'm .... datioaa .. 
to bow the prospecti .... deficit sbouId be met. 
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in force, Congress has gone about as far as it can in the 
way of putting the spending services under obligations 
to cover all their needs in their annual requests submitted 
to the Bureau of the Budget and so to conduct their 
operations that the moneys granted them will take care 
of their activities throughout the year. The weak point 
in this legislation, or at least that enacted prior to the 
passage of the Budget and Accounting Act. is that it 
imposed obligations but provided for no effective means 
for enforcing those obligations. With the passage of 
the Budget and Accounting Act, this defect has been 
remedied. In the Bureau of the Budget the President, 
who is as much interested as Congress in reducing to a 
minimum the deficiency and supplemental appropriation 
evil, has an agency through which he can exercise that 
direction and control over the spending services that 
will ensure that no demands are made for deficiency and 
supplemental appropriations that are not justified by the 
facts. It remains to consider what has been done by the 
Bureau in this way and the success that it has achieved. 

In the first place, and in some respects most important 
of all, the President, being responsible for the budget, 
let it be kno\1l,n in no uncertin terms that he expected his 
administrative subordinates to frame their regular esti
mates and to plan for the expenditure of the money that 
was granted to them in the regular appropriation bills 
so that they would not be under the neeessity of request
ing additional appropriations except to meet unavoidable 
deficiencies subsequently developing. -On April JO, 1«}21, 

in anticipation of the passage of the Budget and Ac
counting Act. he wrote a letter to the members of his 
cabinet in which he said: 
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I do not know of any more dangerous tendency in the 
administration of governmental departments, and I am 
very sure that we can never fix ourselves firmly on a 
basis of economy until the departments are conducted 
within the provisions made by Congress. 

At the Third Regular Meeting of the Business Organi
zation of the Government, July II, 1922, he expressed 
himself still more fully and emphatically upon the sub
ject. He said: 

During the year just closed deficiency and supple
mental estimates amounting to $661,251,409 were sub
mitted to Congress. Many were unavoidable because of 
war conditions; but as the war recedes we should have 
constantly less occasion for deficiency estimates. Con
gress chafes under these conditions and executive policy 
cannot countenance abuses in this direction. After the 
Civil War, the deficiency habit became so strong that 
Congress enacted an II anti-deficiency act" with which 
you are all familiar and with which the executive expects 
a wholehearted compliance. I cannot overstate the im
portance of this policy, and responsible officials will be 
held strictly to account for its observance. 

Secondly, the Bureau of the Budget has scrutinized 
with unusual care all requests for deficiency and supple
mental estimates and has refused to transmit many of 
them to Congress or has greatly reduced their amounts. 
Thus, the Director of the Bureau, in speaking of the 
amount of deficiency and supplemental estimates that 
had been submitted to Congress, said: • 

The supplemental estimates sent to Congress this 
fiscal year for inclusion in deficiency bills affords little 
clue to the very large total that failed to survive the 
Budget Bureau. 

• Seventh Regular Meeting of the BUlin ... OrpJlizatian of the Govern
IDOIII, JUDe JO, 1924-
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The mere knowledge of this -attitude of the President 
and the Director of the Bureau of the Budget in respect 
to deficiency and supplemental estimates has necessarily 
acted as a strong deterrent force upon the spending 
services. 

Apportionment System. Thirdly, .the Bureau of the 
Budget hll:s restored to life the apportionment system 
called for by the anti-deficiency act, which from the be
ginning had been ignored by many services and by others 
had been allowed to lapse or was being operated in a 
merely perfunctory manner. Under date of December 
21, 1921, the Bureau of the Budget issued a circular to 
the heads of all departments and establishments, not 
only calling attention to this provision of law requiring 
the apportionment of appropriations, but also establish
ing a system under which reports should be made at 
regular intervals to the Bureau of the Budget of appor
tionments so made and operations under such apportion
ments. The latest circular on this subject, which sets 
forth the condition now in force, is dated April 7, 1926, 
and reads as follows: 

I. You are requested to furnish the Bureau of the 
Budget, as soon as possible after the passage of your 
annual appropriation act and prior to June 30 of each 
year, a statement showing (I) the appropriations made 
available for your department or establishment for the 
followin~ fiscal year in annual and other appropriation 
acts; (;2) the apportionments of these appropriations 
made in accordance with the provisions of the Anti
Deficiency Law (Act of February 27,1906,34 Stat., 49, 
as amended); and (3) the amount of the General Re
serve set up under each appropriation. It is desired that 
no apportionment period longer than three months be 
used in making apportionments. 
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2. This statement will be made on Standard Form 
No. 12 (Budget Circular No. 175). It will include 
Annual Appropriations, Supplemental Appropriations, 
Permanent and Indefinite Appropriations, and all in
crements to appropriations made available from appro
priations for prior years, from appropriations for suc
ceeding years, and from transfers from other depart
ments and establishments. It will exclude appropria
tions or parts of appropriations transferred to the Retire
ment Fund and to other departments and establishments 
for expenditures. When any change in the amount of 
an .appropriation is made after the original statement is 
submitted, a new statement will be furnished on Standard 
Form No. 12 showing the revised amount of appropria
tion and of apportionments thereunder. 

3. General Reserves should be provided (I) to meet 
emergencies that cannot be anticipated at the time the 
apportionment is made, and (2) to effect savings in the 
appropriation where such savings can be made without 
detriment to the service in question. 

4. Not later than the 15th of each month following 
the end of a quarter each department and establishment 
will furnish the Bureau of the Budget with a statement 
showing for each apportionment-

(a) The amount of obligation authorized under 
it by the head of the agency charged with the ad
ministrative control of the funds of the apportion
ment. 

(b) The amount actually obligated under the 
corresponding apportionment for the quarter end
ing three months before. 

When the .. actual obligation" is available it should be 
reported under (a) instead of the" authorized obliga
tion," but the report will not be delayed for this pur
pose. 

5. A waiver modifying an apportionment, required by 
the Anti-Deficiency Law, should be made on Standard 
Form No. II (Budget Circular No. 175), and a copy 
sent to the Bureau of the Budget atthe time of issue. 
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General Reserve System. Finally, the Bureau of the 
Budget, at the direction of the President, has adopted 
the system of requiring all the departments and estab
lishments, at the beginning of each fiscal year, to set 
aside a portion of their appropriations as a reserve fund 
that may not be drawn upon except to meet absolute 
needs, and to plan their expenditure program on the 
basis that only the amounts not so set aside shall be 
available for expenditure. These reserves cannot be ob
ligated by bureau chiefs without specific authorization 
by the head of the department. The requirement of this 
action was one of the first steps taken by the Bureau of 
the Budget upon its creation. On July I, 1921, the day 
on which the Budget and Accounting Act went into full 
effect, the Bureau of the Budget issued to the depart
ments and establishments the following order bearing 
the President's approval: 

The Budget Officer for each department or indepen
dent establishment will secure from the head of each 
bureau or branch thereof responsible for the obligation 
of appropriations, an estimate of the portion of the funds 
availa\>le for the fiscal year 1922, the expenditure of 
which is indispensable in carrying on the activities of 
such bureau or branch, and the resultin~ balance which 
may be saved under each appropriation; and will submit 
such estimates to the head of his department or estab
lishment for approval or modification. Upon such ap
proval or modification by the head of the department or 
establishment,. the estimates will be'returned to the 
Budget Officer thereof who will communicate them to 
the Director of the Budget. The Director of the Budget 
will, in his discretion, confer directly with the head of 
the department or establishment, or with the chief of the 
bureau or branch. with a view to a modification of the 
estimates, or will make recommendations in regard 
thereto to the President. 



u6 THE NATIONAL BUDGET SYSTEM 

2. The estimated savings under the several appropria
tions will be submitted by the Director of the Budget 
to the President for his approval, and upon such approval 
the balances thus saved which will be designated as a 
"General Reserve," will be so carried under their re
spective appropriation titles on the records of the Di
rector of the Budget, and of the department or inde
pendent establishment. 

3. The amount approved by the President for ex
penditure under an appropriation title shall be considered 
as the maximum available for obligation during the fiscal 
year. The estimates of expenditures, once approved, will 
be subject to further study and revision during the course 
of the fiscal year, and all possible additional savings 
therefrom will be effected. To this end the heads of 
bureaus and branches will maintain upon their financial 
records additional sums reserved from obligation so that 
if the developments of the fiscal year permit, these 
amounts may be added to the General Reserve. 

Later this system was modified so as to require merely 
that' each department and establishment should, at the 
beginning of each fiscal year, set up a reserve that would 
not be drawn upon except upon the express order of the 
head of the department or establishment. 

The purpose of this order was primarily to secure a 
saving in the expenditure of appropriations made. 
Normally, however, it would tend to prevent the neces
sity for deficiency appropriations, and the system in 
operation is administered with this end in view. Thus 
the Director of the Bureau of the Budget, in his address 
at the Fifth Regular Meeting of the Business Organiza
tion of the Government, June 16, 1923, in speaking of 
the problem of preventing deficiencies said: 

The creation of a general reserve from appropriated 
funds is so intimately connected with the subject of 
reduced expenditures and consequent saving that I must 
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again emphasize its importance. The general reserve has 
assumed a permanent place in executive operation. It 
has the approval of the President, and has justified itself 
in actual practice by what it has done. Reaching a peak 
of $93,000,000, the reserve will show a balance of more 
than $82,000,000 at the end of the year. It has been 
admirably administered by most of the Government's 
agencies. 

I feel we aU agree that it is sound business to keep 
on hand funds for emergencies. In these days when 
deficiencies are discredited it is part of wise administra
tion to prepare for the unexpected. The record of the 
current year also shows that the general reserve is a 
most successful saving agency, and saving today is re
quired by aU executive departments and establishments. 
In making your apportionments for 11}24. under the pro
visions of the anti-deficiency act, you are expected to 
set up a reasonable reserve. This will enable the bead 
of the department or establishment to meet an emergency 
without mterrupting or changing the carefully studied 
program of expenditures on which the apportionments 
are based. 

Results of Work of the Bureau of the Budget. As 
bas been stated, it is impossible to foresee ,aU conting
encies and thus completely to do away with the necessity 
for deficiency and supplemental appropriations. The 
best that can be done is to reduce them to a minimum 
and especially to eliminate real deficiencies as distin
guished from the need of supplemental appropriations. 
That the Bureau of the Budget. operating under the new 
budget system, has largely been able to do this would be 
indicated by the remarks of the Director of the Budget 
at the Fifth and Seventh Regular Meetings of the Busi
ness Organization of the Government, June 16. 1923. 
and June 30, 1920- At these meetings be said: 

••. The total of all supplemental and deficiency estimates 
submitted to Congress during this fiscal year amounted 
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to $236,411,166.57, Congress appropriating thereon 
$233,853,365.94- Of that amount less than $7,000,000 
was subject to administrative control, while approxi
mately $500,000 represented the total of actual defi
ciencies. The remainder was needed for claims, judg
ments, refund of taxes, to provide for laws enacted and 
agreements entered into after submission of the regular 
estimates, for scrapping Navy vessels under the treaty, 
for modernizing battleships, for insurance of war 
veterans, for needs of the postal service and for expenses 
incurred because of the coal and railroad strikes. The 
imposition of executive pressure and more scientific esti
mating· have practically eliminated deficiencies. 
* * * * 

. • • Supplemental and deficiency estimates forwarded 
to Congress for 1921, the last pre budget year, reached 
the alarming total of $655,945,586.84. They were re
duced to $528,517,810.65 for 1922, crowded down to 
$222,249,912.04 for 1923, and we have hammered them 
down for 1924 to $54,169,443.01-a reduction of nearly 
92 per cent below 1921, the last year in which annual 
estimates were submitted without budget control. 

The figures given do not include estimates for claims, 
judgments, and refunds, which are not susceptible of 
reduction, and do not include increased compensation 
estimates which are practically the same for the four 
years and would not appreciably affect the proportion. 

A very considerable reduction in the gross amount of 
deficiency and supplemental appropriations would be ex
pected as we receded from the war period and returned 
to more normal conditions. The foregoing figures indi
cate, however, great progress in the reduction of ordi
nary and avoidable deficiencies. Of this system, the 
Director of the Bureau of the Budget in his last annual 
report says:' .. The success of this procedure in pre
venting deficiencies in appropriations and in saving 
public funds has firmly embedded it in our National 
Budget System." 

• Annual Report. 19Z6. p. IL 



PART III 

ACTION UPON THE BUDGET BY CONGRESS 

CHAPTER X 

FINANCIAL PROCEDURE: GENERAL 

House of Representatives. As has been pointed out in 
Part I. the fundamental change made in the organization 
aJld procedure of the House of Representatives in order 
to bring them into harmony with the new budget system 
was to vest all power in respect to the reporting out of 
bills carrying an appropriation in the hands of a single 
enlarged committee on appropriations. This committee 
as now constituted is composed of thirty-five members. 
of whom something over a majority are selected from 
the majority party.' Congress assembles each year in 
regular session on the first Monday in December. On 
the next day the President transmits his annual message 
to Congress. On the day following he submits his Budget 
with his accompanying message. This message and the 
Budget are. under the rules. immediately referred to the 
Committee on Appropriations. The budgets so far have 
contained no revenue proposals. but. if any should be in
cluded, they would have to be referred &0 the Committee 
on Ways and Means. 

Upon its receipt, the Committee on Appropriations, in 
full meeting. considers the Budget in its general aspect 

• In the ~th ea..,r- the uwwuittee ..... I • 1 of t • ..., _ 
_ tan- of the"..joritt ..... fwi_......-u- of the miaorit;r 
pa"". 

III 
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and formulates in a more or less definite way its policy 
in respect to it. Having determined its general policy, 
which may take the form. of deciding that the total of 
appropriations to be recommended to the House shall 
not exceed a certain sum, the work of examining theesti
mates of appropriations in detail is entered upon. For 
this purpose, the Committee resolves itself into ten sub
committees. All these subcommittees are composed of 
five members, three from the majority party and two 
from the minority, except the subcommittee on the Trea
sury and Post Office departments, which has six mem
bers, of whom four are from the majority party, and the 
subcommittee on deficiencies, which has ten members, 
including six from the majority. The chairman of each 
of these subcommittees as well, of course, of the entire 
committee is always a representative of the majority 
party. 

It has been pointed out in· our consideration of the 
form and contents of the Budget that the primary prin
ciple of classification of estimates is according to organi
zation units. This means that all the estimates for a 
branch of the government, a department, or an inde
pendent establishment are given in one place. The 
scheme of appropriation bills follows this classification, 
with the result that all appropriations for a branch of 
the government, department, and independent establish
ment appear in the same bill. In order to reduce the 
number of appropriation bills, the appropriations for 
two or more departments and establishments are pro
vided for in one bill. This, however, does not interfere 
with the segregation of appropriations by departments 
and establishments, the bills containing as many distinct 
parts as there are ?epartments and establishments cov-
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ered by it. The organization of subcommittees follows 
this sctleme of appropriation bills, there being a sub
committee for each bill. The present arrangement of 
appropriation bills and subcommittees is as follows: 

I. Treasury and Post Office Departments 
2. District of Columbia 
3. War Department 
4- Department of Agriculture 
5. Executive Office and Independent Offices 
6. Interior Department 
7. Navy Department 
8. Departments of State, Justice, Commerce, and 

Labor' 
9. Legislative Establishment 

10. Deficiencies . 

The first step taken by the subcommittee is to hold 
hearings on their respective sections of the Budget. At 
these hearings, heads of the departments, the bureau 
chiefs, and other responsible administrative officers are 
summoned before the subcommittee and asked to explain 
all the estimates that have been submitted. The estimates 
of each bureau are taken up item by item and are sub
jected to the scrutiny of the members of the subcom
mittee. How thorough this investigation will be, depends 
partly on accident and partly on the individuals involved. 
The bureau chief may be called upon to give a complete 
and detailed statement of his work-program and may be 
closely cross-examined, or the questions may be some
what perfunctory. The reasons for any changes, espe
cially increases, from the amounts appropriated for the 
preceding year will almost certainly be denlanded in full, 
as the members of the subcommittee are likely to have to 
defend them later on the floor of the House and, there-
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fore, want to be sure of their necessity. The testimony 
before the subcommittee is reported stenographically 
and printed quickly so that it will be available to mem
bers of the House when the appropriation bill to which 
it applies is under consideratiori by the House. The 
volumes containing the evidence given to the subcommit
tees sometimes aggregate more than 15,000 pages, and 
offer a wealth of information to anyone interested in the 
administrative.details of the government. 

After all the testimony has been taken the subcom
mittee is in a position to study the evidence and to decide 
on how much should be allowed for each activity under 
its jurisdiction. It is in making these decisions that the 
subcommittee applies the policy agreed upon by the whole 
Committee on Appropriations. The subcommittee then 
presents its recommendations in the form of a bill to the 
whole Committee and the chairman of the subcommittee 
explains the action taken, particularly the increases over 
the' preceding year and deviations from the estimates 
made by the Bureau of the Budget. The whole Com
mittee may make whatever changes it desires and then 
the bill is rqlOrted to the House and placed on the calen
dar of business.' 

Under the rules, all appropriation bills must be first 
considered in the Committee of the Whole House on the 
State of the Union, where one hundred members con-

• The Budget ... d Accounting Act omtemplated that ..... would be made 
by the Committee on Appropriatiooa of the oerria:s of the ComptroUer 
General as lID aid in passing upon the ne_,ily far the appropriation. 
requested. This appear. from a oec:tion of the act that reads: M He [the 
ComptroUer General J ohaU make ouch investigations ... d reporto as ,hall be 
ordered by either House of Congr .... or by any eommittee of either House 
having jurisdiction over revenue, appropriations, or expenditures. The 
Comptroller General .hall also, at the r«juest of any ouch eommitt .... clireet 
assistants from his office to furnish the committee such aid and information 
as it may r<qa ... L· Up to this time this provision has DOl been availed of 
by the Committee on Appropriationo. 
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stitutes a quorum. As it is imperative that ~l appropria
tion bills shall be passed by Congress before its adjourn
ment or before the beginning of the fiscal year July I, 

these bills are highly privileged, and it is in order for the 
motion to be made, at almost any time after the reading 
and approval of the journal of the previous day, to go 
into Committee of the Whole .for the consideration of 
appropriation bills generally or a specifically named ap
propriation bill. Each bill is in the charge of a member 
of the Committee on Appropriations, usually the member 
who was chairman of the subcommittee having charge 
of the preparation of the bill. At the time that the motion 
is made to go into Committee of the Whole for the con
sideration of an appropriation bill, the agreement is 
reached that what is known as general debate on the 
bill shall be limited to a certain number of hours, which 
time is controlled wholly by the member in charge of the 
bill and the ranking member of the opposition on the 
subcommittee which prepared the bill .. Not until after 
the conclusion of the general debate is the bill taken up 
for consideration in detail and amendment. Curiously 
enough, this general debate need not relate to the bill 
under discussion and in point of fact much of the gen
eral debate, with the exception of the remarks of the 
member in charge of the bill, relates to matters ex
traneous to the bill. This is unfortunate. if for no other 
reason, because it is confusing to the reader who attempts 
to follow the discussion that takes place on appropriation 
bills as reported in the COrtfJffssional Record: 

·Under the _ ... to extmcI .....arb that is -'b ...... ted to -'>on 
_1iD& it. _ ..... "'*7 be 8iftD ~ • few IIIiData for puao:qIatioa 
ill .-ratllebate aDd lab aohu...., of _ ... lID exteod their -a ID 
have iDserted ill the c..".m.-I R ..... " " wbicb if .... -w. 
...... required ....... ID deJhoer. 
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Following the general debate"which usually is limited 
to two or three hours, the bill is taken up paragraph by 
paragraph for discussion and amendment under what is 
known as the " five-minute" rule. At this time all dis
cussion and amendment must be germane to the bill and 
to the paragraph under discussion. Under the rule any 
member may at this time move an amendment and speak 
for five minutes in its support, and other members may 
speak in opposition or in support of it for a like period 
of time. The debate that takes place under this rule is 
said to be one of the most effective and illuminative to be 
found in any legislative body. It is at this time that the 
House critically considers the appropriations recom
mended by the Committee on Appropriations and makes 
'effective its wishes in respect to such appropriations. As 
is elsewhere pointed out, the tendency on the part of 
members of the House is to support the Committee on 
Appropriations, and most amendments opposed by it are 
rejected. Although a majority of the Committee of the 
Whole may at any time, on motion put, close all debate 
on a particular paragraph, this power is rarely exercised 
so long as the debate is bona fide and not intended for 
purposes of delay. 

After the entire bill has been considered by the Com
mittee of the Whole it is reported back to the House with 
any amendments that may have been adopted in the Com
mittee of the Whole. Here it is immediately acted upon, 
given its third reading, at which no amendments are in 
order, is passed, and sent to the Senate. 

Senate. Not until the House has acted does the Senate 
enter upon the consideration of the voting of moneys 
for the support of the government. This results from 
the provision of the constitution which reads: 



FINANCIAL PROCEDURE IN CONGRESS 125 

All bills for raisin~ revenue shall originate in the 
House of Representatives; but the Senate may propose 
or concur with amendments as on other bills (Art. I, 
Sec. 3). . . 

It will be noted that this article apparently refers only 
to revenue bitts. From the beginning of the government 
it has, however, uniformly been held by the House that 
the language of the section was intended to cover appro
priation as well as revenue bitts. Though the Senate has 
at times questioned this claim, it has acquiesced in the 
House contention in so far as the general appropriation 
bills are concerned. Prior to the adoption of the budget 
system, however, it frequently included appropriation 
clauses in bitts originating with it: 

The appropriation bills when received by the Senate 
are immediately referred to its Committee on Appropria
tions. This Committee is composed of eighteen members. 
When the new procedure was adopted in 1922, providing 
that all jurisdiction over appropriation bills should be 
vested in this single committee, the exceedingly interest
ing provision was made at the same time that when the 
committee was considering the appropriation bitts for the 
Department of Agriculture, Post Office Department, 
War Department, Navy Department, District of Colum
via, Rivers and Harbors, and Diplomatic and Consular 
Service three members of the respective committees on 
general legislation dealing with the affairs of these de
partments and services, to be selected by such committees, 
should sit with the Committee on Appropriations as 
'x officio members. and that one member of such com-

• FOI' ID exceediual7 ill_tins discassion of this subjeot _ • The Saw!' 
Bills. Iv1 Artide b7 John Sharp Williams CDIICIt1'1liug the coastitatioaal 
power of the H ....... of R~ '" origiDate I1IPPI1 bills.· 61 Coac. 
SeD. doc. 1172. Ja17 IS. 1012-
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printed form are distributed to the Senators before the 
bill in question is taken under consideration on the floor. 

The subcommittee reports the bill as amended to the 
whole Committee on Appropriations, which mayor may 
not make further changes before it is reported to the. 
Senate. When that is done by the chairman of the sub
committee who had it in charge, he usually gives notice 
of when he proposes to call the bill up for consideration 
on the floor. After that the procedure is essentially 
similar to that employed in the case of any other bill 
before the Senate. 

To this statement there is one important exception. In 
the House, an appropriation bill, when under considera
tion in Committee of the Whole, is open to amendment 
on the motion of any individual member. In the Senate, 
this is not so. A rule of the Senate provides that: 

No amendments shall be received to any general ap
propriation bill the effect of which will be to increase an 
appropriation already contained in the bill, or to add a 
new item of appropriation, unless it be made to carry out 
the provisions of some existing law, or treaty stipulation, 
or act, or resolution previously passed by the Senate dur
ing that session; or unless the same be moved by direc
tion of a standing committee or select committee of the 
Senate, or proposed in pursuance of an estimate sub
mitted in accordance with the law. 
• • • • 

All amendments to general appropriation bills moved 
by direction of a standing or select "committee of the 
Senate, proposing to increase an appropriation already 
contained in the bill, or to add new Items of appropria
tions shall, at least one day before they are considered, 
be referred to the Committee on Appropriations, and 
when actually proposed to the hill, no amendment pro
posing to increase the amount stated in such amendment 
shall be received. 
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This limitation upon the right of an individual member 
to propose amendments having for their purpose or 
effect to increase appropriations as contained in an ap
propriation bill as reported by the Committee on Appro
priations is, it need hardly be said, of great significance. 
Unless to put into effect existing provisions of law, no 
such increase can be proposed until its desirability has 
been passed upon and approved by an appropriate com
mittee on general legislation. 

If, as is ordinarily the case, the bill passed by the 
Senate'differs in some respects from that passed by the 
House, a conference will be arranged. The conferees, 
who are chosen in each case from the members of the 
two subcommittees that had charge of the bill, are ap
pointed by the President of the Senate and the Speaker 
of the House. According to the rules governing the 
powers of conferees, nothing in the bill can be changed 
except where there is a disagreement between the two 
houses, nor can any new'matter be added in conference. 
When two amounts are named in an appropriation bill 
after it has passed both houses, the conferees may agree 
upon any figure between the two extremes, but they can
not go below the lower amount or above the higher. Any 
violation of this rule makes the conference report sub
ject to a point of order when the report is presented in 
each house. A conference report may, of course, be re
jected by either house, in which case more conferences 
are held. When aU differences between the two bodies 
have been adjusted, the bill is enrolled, signed by the 
two presiding officers, and sent to the President. 

As in the case of all legislation, appropriation bills, 
after their passage by the two Houses, must be sent to 
the President for his approval If disapproved by him, 
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the bill is returned to Congress where it may be repassed 
and made effective without the President's approval pro
vided it receives a two-thirds affirmative vote in each of 
the two houses. 

It will be noted that, contrary to the usual provisions 
in most of the states, the Chief Executive has no power 
to veto specific items in an appropriation bill; he must 
accept or reject the bill as a whole.' 

Non-Partisan Character of Congressional Action. 
In concluding this account of the general procedure of 
Congress for the handling of appropriation measures, 
it is important to point out that throughout this entire 
procedure the matter of political partisanship plays but 
little or no part. On the expenditure side at least, this 
whole problem of providing for the financial needs of the 
government is handled from a purely business stand
point. As evidence of this the following remarks of the 
Chairman of the House Committee on Appropriations 
in discussing the work of his committee may be quoted: 

There is no politics (he said) in anything this com
mittee does. Every member of the committee is a full
fledged member, whether he is a Democrat or a Repub
lican, and knows everything that the chairman knows 
about everything that is to be done, and each one is called 
upon to assume his share of responsibility. I am very 
proud to say that under the leadership of the distin
guished gentleman from Tennessee (Mr. Byrns) the 
Democratic members of the Appropriations Committee 

, At \out _ ....,..u-t political ocioDtist bas bekI !hat the Presid_ bas 
the po ...... IIIIder the a>astitutioa, to _ items of ____ bin.. See 
Him}' J ..... Fan!, The Coot of Oar Natioaa1 Go,uamtDt;. ... It& U the 
~ ner bad audI _. ODd it is exceediaaly doubtful, it bas to aD 
efttCta aDd pm,.... ...... loot _ faihm! to ___ of it. No fatare 
P""icltnt is ~ to uaert it _ tbis _ bas ...... speri6ca1Jy CIIIIf ...... _ him _ COIIIIitatiGoIa • ,_ 
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have been in harmony with everything that has been 
done, and they have cooperated with us in everything we 
have had to do, faithfully, courageously, and honestly, 
and we have never had one difference of opinion arising 
out of partisanship about the final conclusion of any 
question before the Committee since I have been chair
man.' 

This attitude is carried out on the floor of the House 
and also characterizes the Senate in its proceedings. 
Apart from the fact that it ensures a more careful ex
amination of estimates upon their intrinsic merits and 
with due regard to the state of the finances, it has the 
important result that the recommendations of the Com
mittee on Appropriations as embodied in the appropria
tion bills reported by it, instead of being sUbjected to 
partisan attack on the floor of the House, have the gen
eral support of the entire membership of the Committee, 
which, in turn greatly increases the probability that the 
recommendations of the Appropriations Committee will 
be followed by the House. 

, Martin B. Madden in Congo Reeorll, Dec. 21, 1925-



CHAPTER XI 

DISTINCTION BETWEEN THE AUTHORIZA
TION AND THE GRANT OF 

APPROPRIATIONS 

In the preceding chapter the attempt has been made 
to set forth, in the most general way only, the organiza
tion and procedure of Congress for the handling of 
financial measures. The significance of this system can
not, however, be appreciated without a clear understand
ing of a fundamental principle that underlies this sys
tem. This is the distinction that is made in both Houses 
between the act of authorizing an appropriation and that 
of making the appropriation itself. Acts of the first class 
have for their purpose to add to, repeal, or modify ex
isting provisions of law. Proposals of the second class 
have for their purpose to grant moneys by which pre
viously existing provisions of law may be put into effect. 
This distinction runs throughout the rules. It delimits 
the jurisdiction and powers of the committees on gen
eral legislation on the one hand and the Committee on 
Appropriations on the other, and determines the nature 
of the amendments that may be proposed to the two 
classes of measures while they are under consideration. 

With one exception, which will be presently noted, the 
rules rigidly prescribe that all proposals of general legis
lation shall be referred to the proper committees on gen
eral legislation, and that all proposals calling for the 
appropriation of money from the treasury shall be re
ferred to the committee on appropriations; that the com-
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mittees on general legislation shall not have authority 
to include in bills reported by them clauses providing for 
the appropriation of money; and that the Committee on 
Appropriations shall not have authority to include in 
bills reported by it clauses providing for generallegisla
tion, with the single exception that such clauses may be 
inserted if they have for their purpose to reduce expendi
tures; and that no amendment calling for an appropria
tion is in order to a bill of general legislation, and no 
amendment calling for general legislation is in order 
to an appropriation bill while those bills are being con
sidered by the House. The House rules on these points 
as they exist at present read: 

There shall be elected by the House at the commence
ment of each Congress the following standing com
mittees: 

(Here follows the list of committees, including the 
. Committee on Appropriations.) 

All proposed legislation shall be referred to the com
mittees named in the preceding rule as follows, viz. sub
jects relating-

* * * * To appropriation of the revenue for the support of 
the Government-to the Committee on Appropriations. 

* * * * No bill or joint resolution carrying appropriations 
shall be reported by any committee not having jurisdic
~on to report appropriations, nor shall an amendment 
proposing an appropriation be in order during the con
sideration of a bill or joint resolution reported by a com
mittee not having that jurisdiction. A question of order 
on an appropriation in any such bill, joint resolution or 
amendment thereto may be raised at any time. 

No appropriation shall be reported in any general ap
propriation bill, or be in order as an amendment thereto, 
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for any expenditure not previously authorized by law, 
unless in continuation of appropriations for such public 
works and objects as are already in progress. Nor shall 
any provision in any such bill or amendment thereto 
changing existing law be in order, except such as being 
germane to the subject matter of the bill shall retrench 
expenditures by the reduction of the number and salary 
of the officers of the United States by the reduction of 
the compensation of any person paid out of the Treasury 
of the United States, or by the reduction of amounts of 
money covered by the bill: Provided, That it shall be 
in further order to amend such bill upon the report of 
the Committee or any joint commission authorized by 
law or the House Member of any such commission hav
ing jurisdiction of the subject matter of such amend
ment, which amendment being germane to the subject 
matter of the bill, shall retrench expenditures: 

The Senate Rules, though differently worded, are sub
stantially similar. They read: 

I. The following standing committees shall be ap
pointed at the commencement of each Congress with 
leave to report by bill or otherwise. 

• • • • 
Committee on Appropriations of eighteen senators. 
2. The ~era1 appropriation bills shall be referred to 

the CommIttee on Appropriations. 
3. The Committee on Appropriations shall not report 

an appropriation bill containing amendments proposing 
new or general legislation, and, if an appropriation bill 
is reported to the Senate containing amendment propos-

~ 
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ing new or general legislation, a point of order may be 
made against the bill, and, if the point is sustained, the 
bill shall be recommitted to the Committee on Appro
priations. 

4. No amendment which provides general legislation 
shall be received to any general appropriation bill. 

The significance of these provisions from the stand
point of providing for the needs of the government is 
that such provisions involve the taking of two distinct 
steps: first, the passage of an act of general legislation 
authorizing or directing the government to do a certain 
act or prescribing the powers, duties, organization, and 
procedure of a service; and, second, the passage of 
another act appropriating the money by which this direc
tion or authorization may be put into effect. The two 
acts are not only distinct, but the bills providing for 
them are handled by separate committees. To iIIustrate, 
all biIIs authorizing or directing the erection of public 
buildings must, under the rules of the House, be referred 
to the Committee on Public Buildings; all biIIs for the 
improvement of rivers and harbors, to the Committee on 
Rivers and Harbors; all biIIs providing for govern
mental activities in relation to agriculture, to the Com
mittee on Agriculture; and so in reference to all other 
proposals calling for work of the government, each goes 
to its appropriate committee. These committees con
sider the desirability of the government undertaking the 
work called for and report out biIIs embodying their con
clusions. These bills may not contain clauses appropriat
ing money for putting their conclusions into effect. They 
do, however, contain provisions "authorizing" appro
priations and fixing the limits of the appropriations so 
authorized. Not until acts of this kind have been passed 
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does the Committee on Appropr-iations have authority to 
include in the appropriation bills reported by them, items 
for engaging in work not previously authorized. It will 
thus be seen that one committee passes upon the desira
bility of a new project and fixes the maximum sum that 
may be voted for its execution, and another committee, 
the Committee on Appropriations, passes upon the de
sirability of voting funds for its execution. 

The reasons leading Congress to adopt this system 
were these. A very large part of the work of Congress 
consists in acting as a board of directors for the gov
ernment corporation; that is, determining administrative 
policies, the activities that the government shall engage 
in, the organization and procedure of the services for 
performing such activities, the funds that shall be avail
able for meeting the expenditures thereby entailed, etc. 
The policy of granting t9 committees on generallegisla
tion the power to report out bills covering matters, both 
of general legislation and appropriations, had been tried 
and proven a failure. Under it responsibility for the ex-

. penditure program was diffused and rested largely in 
the hands of committees seeking grants from the trea
sury rather than the protection of the treasury_ To have 
vested complete control over the authorizing of expendi
tures as well as the grant of funds with which to put 
these authorizations into effect in the hands of a single 
committee, the Committee on Appropriations, would 
have meant entrusting to this one cOQUllittee practically 
the entire jurisdiction in respect to governmental policies 
and operations. The feeling was that no one committee 
could properly discharge the duties that would thereby be 
thrown upon it. Apart from the great burden of work 
that has to be done, the variety of this work is such that 
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it can only be efficiently performed by bodies which are 
in a position to specialize upon and become experts in 
particular lines of work. The committees on general 
legislation represented such specialized agencies, the 
Committee on Agriculture in respect to activities falling 
in the field of agriculture, the Committee on Rivers and 
Harbors in respect to the need for river and harbor im
provements, etc. Apart from these considerations was 
the fact that the members of the House were unwilling 
that a single small group of men should have such great 
powers and the remaining great majority have little 
direct voice in determining the administrative policies 
that should come before the House for consideration. 
Even had the proposal to concentrate in a single com
mittee authority in respect to both the authorization of 
expenditures and the voting of funds had intrinsic merit, 
it could not possibly have received the support of the 
House. Self-denial on the part of members of com
mittc;es, which had formerly had powers in respect to 
appropriations, was strained to the limit in the policy 
that was adopted of vesting all jurisdiction over the con
sideration of appropriations in the single committee on 
appropriations. 

If regard is had for all the considerations involved, 
the decision of the House to make the distinction that 
has been described between the authorization of expendi
tures and the appropriation of money with which to meet 
such expenditures, must be deemed to have been a wise 
one. 

The operation of this system gives rise to certain ques
tions, the answer to which may have far-reaching effect. 
It is desirable, therefore, that some discussion of them 
should be had. The most important of these is the extent 
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to which general legislation authorizing the appropria
tion of moneys for government work should have con
trolling force with the Committee on Appropriations in 
formulating the appropriation bills. The extreme posi
tion in one direction would be that when Congress has 
definitely spoken through the passage of an act directing 
a certain thing to be done and authorizing an appro
priation for the purpose, the Committee on Appropria
tions in drafting the appropriation bills should see that 
this will of Congress is given effect by including an ap
propriation for it. The extreme in the other direction 
is that, while it is true that Congress has made known its 
approval of the use of public funds to a specified extent 
for a stated purpose, it still remains for the Committee 
on Appropriations fully to use its judgment as to whether 
moneys shall be provided for the work. 

Strong arguments can be brought against the taking 
of either of these positions. If the authorization of ap
Iropriations is to be deemed as in the nature of a mandate 
o the Committee on Appropriations to vote the funds, 
he real authority and responsibility for determining the 
~diture program of the government passes from the 
:Ommittee on Appropriations to the several committees 
)Q general legislation, and thus is produced a condition 
)f affairs which it was the purpose of the revision of the 
rules effected at the time that the Budget and Accounting 
A.ct was passed to correct. This position, moreover, 
ignores the fact that the problem of .financing the gov
ernment involves factors other than that of the absolute 
merit of the authorizations for the appropriation of 
Funds taken individually. These other factors are the 
relative merits and urgency of the authorizations, the 
condition of the treasury, the total of prospective income. 
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and the general policy of the government in respect to 
such matters as retrenchment, the payment of the public 
debt and the reduction of taxation. 

If, on the other hand, the Committee on Appropria
tions takes the position that these acts of general legis
lation are mere expressions of the willingness on the part 
of Congress that the appropriations authorized shall be 
made and that the committee is free to ignore them and 
to use its own judgment as to whether they shall be 
rendered effective through the grant of funds, the Com
mittee on Appropriations has in effect a veto on the acts 
of the committees on general legislation in so far as the 
determination of the activities of the government is con
cerned. Apart from the question of the desirability of the 
Committee on Appropriations having any such power, it 
is certain that, should it take any such extreme position, 
the resentment on the part of the members of the com
mittees on general legislation would be such that would 
destroy, or at least seriously modify, the work of the 
Committee on Appropriations as expressed in the appro
priation bills reported by it, by forcing the amendment of 
such bills while under discussion in the House.' 

It is evident from the foregoing that Congress is con
fronted with something in the nature of a dilemma in 
the performance of its task of determining the work 
program of the government. The only solution open is 
that of the adoption of a policy that avoids taking either 

• Where a time limit has been fixed in In authorization, the CollUldtt .. on 
Appropriations i. uoder a .pecial pressure to provide funds. In respect to 
such ca .... Mr. Madden. the O1airman of the Honse Committee on Appro
priation., has statod the policy of tbe committee as foUo ... : • It has been 
the policy of the committee siw:e I have been the chairman of it wherever • 
project has been Jegislatod on, wbich is to be finished in • given period, 
to appropriate the money to complete the project within the period." C"",. 
Rectwd, Jan. IS, 1925. 
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of the two extreme positions tliat have been mentioned 
but seeks a middle ground where regard is had to both 
conflicting considerations. This, in fact, is what has 
been done. The Committee on Appropriations, while not 
looking upon acts authorizing the appropriation of 
money as orders which it is compelled to put into effect, 
nevertheless seeks to meet the wishes of Congress as ex
pressed in such acts as far as it can do so consistent with 
meeting its other obligations of seeing that the total of 
expenditures authorized is not out of proportion to the 
general program of the government in respect to debt 
reduction, reduction of taxes, etc. This means that it 
has to consider each authorization on its individual 
merits and seek to determine the extent to which it was 
the intent of Congress in making it that it should be im
mediately acted upon. There are some authorizations in 
respect to which it is manifest that Congress did not 
intend that they should be immediately and fully put into 
execution. Such, for example, would have been the 
authorization for the appropriation of not to exceed 
$100,000,000 annually for public education carried by 
the Smith-Towner Bill for the creation of a Department 
of Education, had that bill become a law. Probably in 
the majority of cases, the authorization is in the nature 
of a limitation of the maximum amount that is author
ized to be appropriated, and the Committee on Appropria
tions is not unduly exercising its discretion in appropriat
ing sums within this maximum. The~hole situation, in 
a word, is one to be handled, not by rigid adherence to a 
fixed rule, but by the exercise of discretion in view of all 
the circumstances of the case. . 



CHAPTER XII 

EXTENT TO WHICH BUDGET ESTIMATES 
ARE MODIFIED BY CONGRESS 

In the movement for budgetary reform in the United 
States, no question has attracted greater attention than 
that of the controlling force that should be given to the 

{
estimates of appropriations as formulated and submitted 
to the legislature by the Chief Executive. At the incep
tion of the movement, the United States itself had had 
no experience with a real budget system. It was natural, 
therefore,. that those interested in reform in this field 
should look for aid, in determining the character of 
action required in order that a successful budget system 
might be set up, to England, a country which was believed 
to possess an exceptionally well-developed budget sys
tem, and, under that system had ·certainly had an excep
tionally efficient administration of its financial affairs. 

Comparison of American and English Systems in 
Respect to Power of Legislature to Modify Esti
mates. Prime features of the English budget system 
were that Parliament refused to consider any proposal 
for the expenditure of funds that did not originate with 
the ministry or to entertain any motion for the increase 
of an expenditure as proposed to it by the ministry: its 
powers thus being restricted to the reduction of pro
posed expenditures and to the general consideration and 
criticism of the ministry's proposals. Even its powers 
to reduce items in ministerial proposals were more 

140 
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nominal than real, since the ministry with its majority 
at its back could, if it desired, always defeat such pro
posed reductions. As a result of these provisions the 
executive branch of the government had, not merely the 
formulation of the budget so far as expenditures are con
cerned, but also the actual determination of the action 
that should be had upon such budget. No greater con
trast in respect to the exercise of the power to determine 
the expenditure program of the government could exist 
than that between the English and the American system. 
In England this program was determined by the execu
tive branch, in the United States by the legislative branch. 

Struck by this great difference between English and 
American practice, many advocates of the adoption of a 
budget system in the United States believed that a really 
effective budget system could not be established that did 
not rest upon the English principle of vesting in the chief 
executive rather than in the legislature, the determina
tion of the expenditure program. This is not the place to 
enter into a comparison of the relative merits of these 
two systems. The author will only say that, in his opin
ion, all the arguments do not lie on one side. However 
this may be, the fundamental error made by advocates 
of the English system was their failure to recognize the 
relation that existed between the determination of the 

lexpenditure program and the general political system of 
the country. The English political system is one of re
sponsible government, that is, one where a responsible 
ministry is in charge of the administration of both execu-
tive and legislative affairs. The power of the ministry 
in respect to the organization and determination of the 
expenditure program was no different in kind from that 
which it possessed in respect to legislation and the con-

II 
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duct of public affairs generally. The American political 

II 
system is one of separation of powers, where the legisla
tive, executive, and judicial functions are vested in dis
tinct branches of the government. The English budget 
system is one that is in thorough barmony with the En
glish political system; it would be totally out of harmony 
with· the American system. Thus, to illustrate, it would 
mean that if a chief executive had certain convictions in 
respect to such important matters as the expansion or 
reduction of the military or naval establishments, the 
scope o.f operations of such bodies as the Interstate Com
merce Commission or the Federal Trade Commission, he 
could make his will prevail even though Congress were 
strongly opposed to such a policy. It is unnecessary to 
say that the American people are not prepared to accept 
any such redistribution of political powers. 

The practical problem as it confronted the United 
States was, therefore, that of devising a budget system 

Ithat.should be in harmony with its political system. Un
less ~ne were prepared to change this political system, 
which could only be done by way of constitutional amend
ment or revision, is was necessary that the budget system 
to be created should recognize the distinction between the 
formulation of the budget and action thereon. The first, 
under the American political system, is an executive, the 
second a legislative function. This distinction is recog
nized by the Budget and Accounting Act. Under this 
act Congress thus retains the full power which it has 
always possessed of modifying in any manner it sees 
fit the proposals of the President as contained in the· 
budget. 

Extent to Which Estimates Have Been Modified in 
Practice. While it is a necessary feature of the federal 
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budget system that Congress shall have full power to 
adopt, modify, or reject the expenditure proposals con
tained in the President's budget, it is none the less de
sirable that it should largely be guided by such proposals. 
Though a great service would be rendered in getting 
before Congress in a proper form a statement of govern
mental needs, even were the reCommendations of the 
President not followed, the effectiveness of the budget 
systenl would be materially weakened by such failure on 
the part of Congress to approve such recommendations. 
These proposals emanate from an officer who performs 
the functions of a general manager, and who, through his 
Bureau of the Budget, is in direct touch with adminis
trative operations and needs. While Congress may be in 
a position to determine with equal wisdom matters of 
general policy, it does not have the same competency as 
the President to determine the details of the provisions 
that should be made for the conduct of the current opera
tions of the administrative services. It is a matter, there
fore, not merely of interest, but also of importance to 
determine the extent to which Congress has, in fact, fol
lowed the budgetary recommendations of the President. 

In considering this question note should be taken of 
the fact that four opportunities exist for the modification 
of budgetary estimates: first by the House Committee 

"on Appropriations in formulating the appropriation bills 
to be reported by it; second, when these bills are read 
~tion by section for amendment in ~ the Committee of 
the Whole; third, by the Committee on Appropriations 

lof the Senate in considering what <changes if any will 
be recommended in the appropriation bills as passed by 
the House and referred to it for consideration and 
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report; and fourth, when the bills as reported by com
/ mit.tee are considered by the Senate for amendment and 

action. 
It is fortunate that we have available information 

showing in detail the changes that have been made <in 
the President's estimates at each of these stages of con
sideration with the exception of the changes suggested 
by the Senate Committee on Appropriations. On April 
22, I926, Mr. James B. Buchanan, a member of the 
House Committee on Appropriations, submitted to the 
House,a series of tables comparing the Persident's esti
mates with the appropriation bills as reported by the 
House Committee on Appropriations, as passed by the 
House, as passed in first instance by the Senate, and as 
finally agreed upon in conference and enacted into law 
for each year since the budget system has been in opera
tion: The more important figures taken from those state
ments appear on the opposite page. 

T.l\is statement reveals a number of facts that are of 
.1 

great significance. Of the several opportunities to 
accept or modify the budget proposals, that possessed 
by the House Committee on Appropriations is the most 
important. It is that body which frames the appropria
tion bills which come before the two houses for con
sideration. It, furthermore, is the body which makes 
the one comprehensive, searching inquiry into the merits 
of the budget proposals. Its findings, therefore, have, 
and ought to have, great weight not only with the House 
but with the Senate as well. In no small degree, there
fore, the extent to which the President's proposals are 
adopted by Congress depends upon the attitude assumed 
by that body. The situation is one where this com-

I COII(/. R,c""', April 22, .94 



- - -... u.-." .................... u .... ",,,,,,..,6.., """'.-...... .......... _ .. 
~_.S7 $Io.6a7 .......... 

•• ,..IDd .. .,. .... CoauDI_.uuo _.....,.7· .. ....,s..., ....... ......ns._ _ . .-.. 
~ 

Vet.! by ... &oa. ......................... ............ .., .. 546 ......... vu,r ......... ~ ... 1O,G6o,6,Ios.., V_.., ... _ ........................ ..,..-- ..,..,..--. ... ..... .-w.,. ..~ ...... 1.., ... 
PiaIU, Appropriated ....... 0 .............. ~ ...... - -..16,.,,...... ................. -~ .. .., ....... ~ 

l.ernM • ., Dmllllll 

_ CoauaJ ... _ Bad ................ - ........ u - "o!I7I,I .... - .,PIs't'" -""" ..... " -~ 
ROIIII tI'I., ~ ..................... + th#I_ .. + ..... ..,.., + ........... + """ ..... .., + 11_ 

• lCDall' (111" 1IoaM ......................... +.,.546.-. + ... _ ...... +~ ... +~.,. + sl6.668.10 • ..,. 
Appraprta ......... Bad ................... - .... I6J.7JUfI - ............ - .-M7'" - ... so6MI.oo -344.Aossal 



146 THE NATIONAL BUDGET SYSTEM 

mittee can give great weight to the budget proposals, 
and only depart from them in clear cases, or can view the 
budget as were the departmental estimates under the old 
system, as a mere means of getting before Congress 
information, the duty of framing an expenditure pro
gram resting with the Committee. 

Fortunately, the House Committee on Appropriations 
has from the start adopted the first attitude. It has 
taken the position that the President's budget was a real 
expenditure program and should be adhered to except 
where 'it could be plainly shown that modification should 
be made in it. Of supreme importance was the decision 
of the Committee that the President's recommendations 
should be deemed to be a conclusive statement of the 
maximum expenditure needs of the government and that 
it would not consider the making of any increases in such 
requests. Thus, the Chairman of the Committee on Ap
propriations in placing before the House the first appro
priation bill under the new system, said: 

The Committee on Appropriations decided to do one 
thing which I think will meet with the commendation of 
the House. We decided in advance that we would not 
hear any argument from any chief of any department or 
any bureau in the Govermnent for the restoration of any 
item that had b~en eliminated by the Director of the 
Budget, so that when the Director of the Budget makes 
a cut in the proposals submitted to him by the department 
chiefs, we take that cut as final, and we allow no man to 
come and argue for its restoration. We have, however, 
retained the right that we possess, as your spokesmen in 
the preparation of these bills, to go downward, not up
ward. In no case will you find that we have recommended 

. in any bill that we propose for your consideration an item 
in excess of that recommended by the budget officer. You 
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will find a great many items of reduction, but none of 
• • Increase. ' ... 

Though this policy has in cases been departed from, 
it nevertheless represents the general policy of the Com
mittee, and as time goes on this policy is likely to become 
more and more fixed. 

It results from the adoption of this policy that the 
function of the House Committee on Appropriations has 
become that of a body to reduce rather than to increase 
appropriations. Under the new budget system, the esti
mates as originally framed by the spending services thus 
undergo, not one, but two rigid examinations having for 
their purpose and effect to reduce them within the nar
rowest practicable limits. 

If reference is had to the table given on page 145 it 
will be seen that each year the House Committee on Ap
propriations has framed bills calling for the voting of a 
total of appropriations substantially less than that asked 
for by the President. The figures for 1923 are not rep
resentative, since 1923 was the first year under the new 
system and conditions were still abnormal, especially in 
respect to the financing of agencies created during the 
war. For 1924 the Appropriations Committee recom
mended appropriations, speaking in round numbers, 
$40,000,000 less; for 1925. $29,000,000 less; and for 
1926, $52,000,000 less than were asked for by the Presi
dent. We are here dealing with theJotal of all appro
priations bills. In aU cases, however, it is believed, the 
total recommended by the House Committee on Appro
priations in each appropriation biU Considered individu
ally was less than the amount estimated for in the budget. 

• C .... RNW4, J ... ...., 50 I~ 
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Turning now to the next stage in the consideration of 
appropriation bills, it will be seen by reference to the 
table, that, though the House has in all cases increased 
the sums recommended by its Appropriations Committee, 
such increases have been almost negligible in amount, 
$20,000,000 for 1924; $3,000,000 for 1925; and $5,000,-
000 for 1926. This means that the Committee on Appro
priations succeeds in putting through the House its bills 
substantially in the form drafted by it. In .point of fact 
the strong tendency of the House is to support its Ap
propriations Committee. Most amendments to the appro
priation bills that are proposed while the bills are under 
consideration in the House, that are opposed by the Com
mittee on Appropriations, are defeated. This applies 
especially to the hundreds of thousands of items having 
for their purpose to meet the detailed operating needs 
of the administrative services. It is only when a matter 
of general policy, such as the provision that shall be 
macle for public works and the like is involved, that the 
House is at all likely to take a position contrary to that 
of its Committee on Appropriations. 

The Senate, both in its Committee on Appropriations 
and when acting as a body, is likely to take a more liberal 
attitude in respect to the voting of funds. The Senate 
thus increased the total voted by the House by the sum 
of $24,000,000 for 1924; $29,000,000 for 1925 and $45.-
000,000 for 1926. It was able, however, to maintain only 
a portion of these increases in conference committee. It 
is difficult to explain on any logical ground why the 
Senate should be more liberal in respect to the granting 
of funds than the House. One explanation may be the 
rigidity with which estimates have been trimmed by both 
the Bureau of the Budget and the House. When the ap-
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propriation bills have reached die Senate stage, the only 
desire present is to increase items for particular purposes 
in which individual Senators or committees on general 
legislation are interested. Whatever the explanation, 
the fact is that the House is the more economical of 
the two bodies. 

To the general public and from the standpoint of ad
ministration, the most important matter is not so much 
the relative attitudes of the two Houses of Congress 
and their committees on appropriations as the result 
as expressed in the appropriation bills as finally enacted. 
This result, it will be seen, is .the voting in al\ cases of 
a smaller total of appropriations than that asked for by 
the President. For 1924 the total of appropriations was 
$10,000,000 less than the total of the estimates, for 
1925, $9,000,000, and for 1926, $12,000,000. In view of 
the fact that it is usual in the United States to look upon 
the legislative branch as the one which by its nature is 
prone to extravagance, this showing cannot but be 
deemed to be highly significant and a strong testimonial 
to the manner in which the national budget system has 
operated in practice. 

In some respects the most important fact brought out 
by this showing is not so much that Congress has proven 
itself to be even more economically disposed than the 
President as the exceedingly close correspondence be
tween the total asked for by the President and the total 
voted. In each of the three years colI&idered the differ-
ence between the two totals has been less than one-half 
of one per cent. This means that the President's financial 
program as regards its general bearing upon the national 
finances, has been adopted substantially without change. 
When one considers the fact that CongTeSS has fun 
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power to modify budgetary estimates in any manner that 
it sees fit, this result must be deemed to be little short 
of remarkable. 

In the foregoing we have considered the extent to 
which Congress adheres to the budget only from the 
standpoint of the grand total of appropriations asked 
for and granted. It is of course possible that Congress 
may make many changes in respect to the specific items 
included in the budget, and yet, by decreases being offset 
by increases, produce a total showing no great variation 
from the budget total. In point of fact Congress at one 
or another of the stages of its consideration of appro
priation bills does make many changes in respect to 
particular items. That it does so is brought out by the 
following table, taken from Part I of the Budget, which 
compares estimates with appropriations 1923, 1924, 1925, 
and J926 according to appropriation bills: 
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It will be seen from this statement that, though the 
total of appropriations is in all cases less than the esti
mates, in some cases the totals of particular bills are in ex
cess of the estimates. It is easy, however, to exaggerate 
the importance of the changes made by Congress in the 
budget estimates. Appropriations are of two kinds, those 
having for their purpose to provide for the current 
running expenses of the spending services and those 
involving matters of policy in respect to the character 
and scope of the activities of the government. In respect 
to the thousands of items falling in the first category 
Congress accepts with little question the recommenda
tions of the President. In respect to the second it exer
cises to a greater degree its own judgment, being careful, 
however, as has been seen, that the total voted by it shall 
not depart to any important extent from the total which 
the President estimates can safely and properly be de
voted to the expenditure needs of the government. 

Comparison with English System. It is a matter of 
no little interest, on the basis of the showing that has 
been made, to compare the operations of the national 
budget system with that of the English system, which 
rests upon such a different principle as regards the con
trolling force of the budget as framed by the executive. 
Advocates of the English system, under which Parlia
ment is debarred by its rules from initiating expenditure 
proposals and from the increase of proposals submitted 
by the executive and cannot in fact decrease an expendi
ture proposal of the executive unless such decrease is 
acquiesced in by the executive, base their advocacy on 
two assumptions: One, that the executive can more intel
ligently determine expenditure needs; and, two, that 
legislative bodies are apt to exhibit extravagance in the 
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voting of public money. The validity of both of these 
assumptions may be challenged so far as the national 
government operating under its present budget system 
is concerned. It may be, and probably is, true that an 
executive agency, such as the Bureau of the Budget, 
can better determine in the first instance the expendi
ture needs of the government than can a legislative 
agency, such as a committee on appropriations. If the 
choice lay between the use of one of these agencies alone, 
preference should probably be made of the executive 
agency. No such choice, however, has to be made in the 
national government. Here use is made of both agencies, 
and in practice both agencies have shown a commendable 
desire to keep down appropriations. Under the English 
system, requests for funds as they emanate from the 
spending services are critically examined by only a single 
agency, the British Treasury. Under the United States 
system they are subject to two similar scrutinies, that 
by the Bureau of the Budget and that by the House Com
mittee on Appropriations. 

There is abundant evidence that in England this situa
tion, where the legislature has no opportunity to review 
executive recommendations for expenditures, is not 
satisfactory either to Parliament or to the British public. 
With a strong Olancellor of the Exchequer who is de
temlined to keep down e>.-penditures, the English system 
has worked satisfactorily. With a Chancellor of the 
Exchequer who is of a more yiel<\ing temperament 
towards his colleagues' demands and a ministry which 
seeks to secure political support through the making of 
liberal grants for pensions or other' social welfare ob
jects, there is lacking an adequate control Thus Herbert 
Samuel, M. P., Olairman of the Select Committee on 
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National Expenditures of 1917-18, in the introduction to 
a recent work on the British system says: • 

The truth seems to be that, as between the Govern
ment and the House, sometime.s the one and sometimes 
the other is more inclined to economy. At certain periods, 
and as regards certain matters, the Government in office 
may be firm in resisting Parliamentary groups who press 
for expenditure; at other times, or in respect to other 
things, the House may be less disposed to be lavish than 
the Government. It is this last case that is not sufficiently 
provided for by our present machinery. If both Govern
ment- and. Parliament are agreed in wishing to spend 
there is obviously no force that can stop them except the 
electorate itself. If Parliament is inclined to be lax while 
the Government is careful, the Constitution provides its 
ancient safeguard; the House can vote no money unless 
the Crown, through its advisers asks for it. But in the 
remaining case, no sufficient provision is made. The 
interest of a Minister is engaged in some scheme involv
ing an expense. great or small. He has the ear of the 
Chancellor of the Exchequer. The Cabinet is content as 
a rule to accept a financial proposal for which the 
Minister concerned has secured the assent of the head 
of the Treasury. An Estimate, or a Money Resolution 
for a Bill, is presented to Parliament in due course. If 
the attention of members were specially drawn to it, and 
its merits impartially examined, it might not command 
any general approval. The diffused opinion of the House 
may be against it. But it passes nevertheless. 

The provision made for a standing committee on esti
mates in 1912 and the creation of the Select Committee 
on National Expenditures in 1917 bear evidence to the 
feeling in England that the system of relying wholly 
upon the Treasury as a means of determining expendi
tures is not satisfactory, and that some means should be 

• E. H. Davenport, Parliament ODd the Taxpayers, p. viii-ix (Londoa, 
1918). 
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provided by which the legislative branch should have an 
opportunity to pass upon expenditures analogous to that 
possessed by the United States under its budget system.' 

It is not intended, in the foregoing to attempt to de
termine the relative merits of the English and the Ameri
can budget systems. But so much emphasis has been laid 
in the past upon the superiority of the former system, 
under which the determination of appropriations rests 
with the executive branch, that it was thought desirable 
to point out that all of the arguments are not on one side. 

In point of fact three systems for determining expendi
ture grants are available: One whel"e the executive is the 
determining body; one where the legislature is the deter
mining body, and one where the determination is made 
by the two bodies acting together. England has the first 
of these systems; in the United States the second system 
generally prevailed prior to the recent movement for 
budgetary reform; the third is the system under which 
the budget is handled by the national government. The 
English system is probably superior to the system that 
\existed in the United States in the past. It may well be 
~hat the third system now possessed by the national gov
ernment is superior to either of the other two; or, if this 
is not so, that it at least represents the best solution of the 
problem that is possible under our political system of 
separation of powers. 

• That the experiment of a Standiac C_ittee 011 Estimates, which wbile 
having authority to examine and rq>ort Opoll estimates baa GO power to 
modify ~ bas pro .... a failure, is rmeral'" ftClDIIIIiml. 

For an a<munt of the British Budgd Sy.- _ W. F. WilIoqhb,., 
W. W. Willonghb,. and S. Y. Lindsay. The System of rmanciaJ Adminis
tration of Great BritaiD. Institute for Govenuneot R_rch, Stadieo is 
Administratiou, (1917); Col A. S. V. Durell, The Principles ... d Practice 
of the System of Conll'ol 0_ Parliamonlu7 Grants, (Loodoa, (917); 
H....., Hias. National Ecouomy: An OutIiae of Public Administratioa, 
(London. 1917) ; E. H. Davenport, ParliameDt ODd the Taxpayer. (Londoa, 
1918): HOII., Hias. Finaacial Reform, (london" 19l4): J. W. Hills, The 
Finance of Go ...... ment, (Loodoa, '!IOS): ODd the reports of the Se\ect C0m
mittee au Public ~ns, (Loodoa, 1917-.8). 



CHAPTER XIII 

PERMANENT APPROPRIATIONS 

A full understanding of the budget system cannot be 
had without a knowledge of the system of what are 
known as permanent appropriations. In principle, the 
estimates of appropriations, as contained in the budget, 
and -the general appropriation acts representing the 
action of Congress upon these estimates, should make 
provision for the entire expenditure needs of the govern
ment for the year to which they relate. This principle 
is rigidly adhered to in the budget, but the same is not 
true of the general appropriation acts. This arises from 
the fact that, prior to the adoption of the budget system, 
when the same act often combined the appropriation of 
money with provisions of general legislation, specified 
or indefinite sums were appropriated to be available 
annually for an indefinite period of time. Examples of 
such continuing appropriations are those for the pay
ment of interest on the public debt, of something over 
$7,000,000 annually to the Federal Board for Voca
tional Education to be expended on the matching-of-the
dollar plan by the states, for the promotion of vocational 
education, of $3,000,000 annually to the Bureau of 
Animal Industry of the Department of Agriculture for 
meat inspection: For purposes of information, these 
permanent appropriations are, as has been stated, in
cluded in the budget They do not appear, however, in 

• A list of th .. e permanent appropriations, of which there are •• ghly or 
ninety, is given each year in Part I of the BudgeL 
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the appropriation acts, since the sums called for by them_ 
have already been appropriated. The total of the general 
appropriation and deficiency appropriation acts does not, 
therefore, represent the total of appropriations available 
for the year to which they relate.' 

• For a consideration of the desirability of repealing these permartODl 
appropriation acta and abolishing the sy.tem of permartent appropriation., .e. Part V of tho present work. 



CHAPTER XIV 

APPROPRIATIONS FOR SALARIES 

It would be improper to conclude this account of the 
action by Congress on the budgetary proposals without 
reference to two collateral improvements of great im
portance that have been made in the methods employed 
by Congress in voting funds for the support of the gov
ernment. The first of these has to do with the manner 
in which provision is made for the personnel of the 
administrative services. 

Few problems of budgetary technique are more im
portant or more difficult of satisfactory solution than 
that of the form in which estimates should be submitted 
and appropriations be made for the payment of personal 
services. This difficulty arises from the necessity of 
harmonizing two conflicting considerations. From the 
standpoint of the operating services it is desirable that 
the widest possible discretion shall be granted to them 
to determine the character, number, and compensation 

\

Of the personnel needed in the performance of their work. 
The claim is made that unless they have such discretion 
is is impossible for them to adjust their personnel to their 
varying needs and that any rigid determination in ad
vance of the number of employees of each class and 
grade that may be employed by them will tie their hands 
and make it impossible for them to carryon this work 
in an efficient and economical manner. On the other 
hand, experience has demonstrated that no feature of 

IsS 
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administrative discretion is more open to abuse, and has 
in fact been more'abused, than this power freely to fix 
the number of employees that shall be employed in differ
ent capacities and at varying rates of compensation. 

Confronted with this dilemma, Congress, in pre
budget days, chose what seemed to be the lesser of the 
two evils: and sought in the appropriation bills to deter
mine in great detail the precise number of each class 
and grade of employees that might be engaged and the 
compensation that should be paid.' Under this system, 
as has been pointed out, not only were the hands of 
administrative officers unduly tied, but Congress itself 
was compelled to devote a great deal of its time to the 
consideration of this detail of administrative action. 

The evils of this system were well recognized by Con
gress as well as by the administration. It was not, how
ever, until the passage of The Oassification Ad of 
1923 • that the basis was laid for the adoption of a new 
system that would harmonize the conflicting considera
tions. That act had for its purpose to provide for a list
ing of all the positions required for the conduct of the 
work of the administrative services: the description of 
the duties of such positions and the requirements that 
must be met by incumbents of them: the determination 
of the proper compensation that should be attached to 
such positions: the use of a uniform nomenclature in the 
designation of these positions: and, finally, the classifica
tion of the positions so as to show their relation to each 
other and the normal order of promotion from one posi-

• In .,...,ptiooaI ...... aDd espeeiaJly .heft' _ oorrices wae ..... ted, 
Con«ress at times ~ what wae Imo_ as -lump ...... appnJIII iaticms 
for _Iarieo. Aft. MXIIl as cin:u1Dl1aDC:es pennitted it, ..... eta. c:IIaDce<IlD tho 
1)'5- of itemiaalion. -

'. Stat. L, L4A 
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tion to another. This great work of specifying and 
classifying administrative positions, adopting a standard 
nomenclature to designate them, and fixing the salaries 
attached to the several positions, has in large part been 
completed and the system installed. 

It must be evident that this work has simplified and 
made more effective the task of making known through 
the budget personnel needs and that of Congress in pro
viding through the appropriation acts for such needs. 
Formerly the title used to designate classes of employees 
asked for gave no precise information regarding the 
character of the positions to be filled. Many were either 
general, such as "clerk," or, where specific, the same 
title was often used to designate positions of widely 
different character and importance. Under the new sys
tem every position has its precise title, such as " junior 
accountant," which is standard throughout the govern
ment service. The operating services in formulating 
their requests for funds thus may g1ve precise informa
tiori 'regarding their estimated personnel needs, and the 
Bureau of the Budget, the Committee on Appropriations, 
and Congress have a real basis to go upon in acting upon 
those requests. Furthermore, since the salary attached 
to such position is now fixed by general statute, neither 
the estimating service, the Bureau of the Budget, nor 
Congress has to concern itself with this matter in the 
preparation and consideration of estimates. The saving 
of time and trouble on the part of all parties thereby 
effected can scarcely be calculated. 

Finally, as has already been indicated, the adoption of 
this scientific personnel system has made it possible for 
Congress to abandon its practice of specifying in detail 
the precise number of employees of each class and com-
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pensation rate that may be employed by a service and 
to make its appropriations for personnel in lump sum. It 
finds it feasible to do this since, in the budget precise and 
detailed information is given in the case of each service 
as to the number and compensation of all classes of 
employees employed in the last completed year and the 
estimated number for the year in progress and the year 
to be financed. With this full information, Congress can 
safely vote a total sum to cover the compensation of all 
employees, and leave discretion to the executive officer 
to vary the number employed in each class as shown 
in the estimates, provided that the total granted for 
salaries is not exceeded. Any abuse of this discretionary 
power will be at once revealed by comparing the esti
mates submitted with actual expenditures as reported in 
the next budget. It is thus difficult to overestimate the 
importance of the Qassification Act from the standpoint 
of the budget. It greatly facilitates and simplifies the 
problem of preparing and considering the estimates; 
gives to these estimates a precision that was wholly lack
ing prior to its passage; and permits Congress to adopt 
the practice of voting totals for the payment of all 
salaries instead of rigidly prescribing the number of em
ployees of each class that may be employed: 

• The acloptiOD of the O .. sj6ratioo Ad bad m ..;.", uad bas IIroo!cbt 
about ID&D)'1I<sIeIitt other than that of fa<:ilitatiDc-uad ~ boc1aetu7 
procedare. For a bistory of this ~ ..,fonD uad ddaiIal amsideratiaa 
of the JIOQ'risioDS of the ad and the aaJIIM!r m which it bas bem odDoiDi t aI 
... Ltwia Ueriam. -The "0;_ for the Redassjficetioe of Po ........ 
10 the Uaital State-, Iusti_ for ~ lteosn:b, Stadia .. Ad
ministratioa. This book is dae ... appear _tiLe ill 1!ll7. 



CHAPTER XV 

APPROPRIATIONS FOR PUBLIC WORKS 

The second important improvement in the method of 
providing for the financial needs of the government, col
lateral to the adoption of the budget system, has to do 
with the change in the system of voting money for public 
works~ No feature of the old financial system has been 
more strongly, and on the whole more justly, criticized 
than that of the manner in which Congress appropriated 
money for this purpose. Briefly, the system employed 
was as follows: 

Any member of Congress had the privilege of intro-

I ducing bills providing for the construction of a public 
building or the improvement of a harbor or waterway 
in his district or elsewhere. All of these bills were re
ferred in the House to the Committee on Public Build-
ings or to the Committee on Rivers and Harbors, accord
ing to whether the bill called for the construction of a 
public building or the improvement of a waterway or 
harbor. On the basis of these bills, these committees 
would report general or consolidated bills containing 
their conclusions in respect to all the construction work 
to be authorized. Though it would be improper to say 
that these committees did not give consideration to the 
general welfare as distinguished from that of the par
ticular neighborhood or district to be benefited, there 
is not the slightest doubt that they gave undue weight 
to the latter factor. The committees were actuated. if 
they were not dominated, by the desire to meet the wishes 

161 
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of as many members of Congress as possible, and the 
latter in turn were primarily actuated by the desire to 
have public improvements made and public money spent 
in their districts rather than in having effected those im
provements which were of national importance. 

To make matters worse, but slight effort was made 
to secure or to act upon the advice of administrative 
officials in respect to the need for, or the desirability of, 
such works. This was particularly so in respect to public 
buildings. The Committee on Public Buildings did not 
hesitate to provide in its bills for the erection of costly 
post office buildings in small towns which were not only 
not asked for by the Postmaster General, but which were 
positively stated by that officer to be not needed and 
which, if erected, would entail far greater operating 
expense than was being paid in the form of rent for 
thoroughly satisfactory quarters. For example, the Post
master General, in his annual report for 1915 said: 
.. Many buildings are erected in cities when the cost 
of janitor service alone greatly exceeds the amount nec
essary to secure satisfactory quarters, including light 
and heat, under rental agreement which is not believed 
to be wise business policy." It is true that. in respect to 
proposed river and harbor improvements, the advice of 
the Army engineers was sought, but those officers in. 
giving such advice considered each project upon its indi
vidual merits and primarily from the standpoint of its 
engineering feasibility rather than frbm that of its rela
tive importance in a general scheme of river and harbor 
improvement. On this the Chief of Engineers of the 
Army has himself said:' 

• Addroa by Maj. Gea. HU1'7 Ta.J ...... Chief of Eoci-s Uaitecl StaIa 
Arm7. C_ RI.-4, J- So J9II6. 
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In those days, there was little system in river and 
harbor improvement. Projects were adopted with or 
without preliminary investigations. The investigations, 
when made, were not made systematically-each officer 
reported pretty much according to his own ideas as to 
what ought to be included in his reports. It is therefore 
small wonder that the term" pork barrel" was applied to 
the river and harbor work as carried on in those days, for 
the' adoption of the project depended about as much upon 
some individual's influence in Congress as it did upon 
the commercial value of the proposed improvement. 

To recapitulate, this system of authorizing and appro-

j 
priating for public works was one that could scarcely 
be worse. No attempt was made to formulate a consistent 
plan based upon the general needs of the government or 
the community. Projects were initiated by individual 
members and were to a large extent authorized and ap-
propriated for to meet the wishes of such individuals, 
whether they were of value or not. The enactment of the 
bill~ 'providing for them was secured through the vicious 
practice of " log rolling," and the acts themselves merited 
their common designation as "pork-barrel" measures. 
No regard was had to the general financial condition of 
the treasury in voting funds for their execution. 

A complete revolution has been effected in this pro
cedure, the credit for which in part belongs to the adop-

Ition of the budget system, but much more to action by 
Congress in other ways that will be specified. The great 
improvement effected by the budget system was in draw
ing a clear distinction between the authorization of 
projects and the voting of money with which to put such 
authorizations into effect. Prior to the passage of the 
Budget and Accounting Act, the Committee on Rivers 
and Harbors had jurisdiction over not only the authori-



APPROPRIATIONS FOR PUBLIC WORKS 165 

zation of river and harbor projects but also the appro
priation of money with which to put them into effect; 
and the river and harbor act was one of the important 
appropriation acts. The change in the rules of the House 
and the Senate that accompanied the adoption of the 
budget system provided that thereafter the jurisdiction 
of the COmmittee on Rivers and Harbors should be re
stricted to the authorization of projects, the power of 
appropriating funds passing to the Committee on Ap
propriations, a body which, as has been pointed out, is 
concerned more with the protection of the treasury than 
the authorizing of any particular grant of funds.' As a 
result, appropriations for public works under the new 
system are considered, as they should be, as a part of the 
general expenditure program. 

A great improvement in the system had, however, 
been effected prior to the adoption of the budget system. 
This took two forms: (I) Provision for a far more care
ful investigation by the Army engineers of proposed 
projects and the greater weight given to the results of 
such investigations; and (2) the adoption of the policy 
of making appropriations for public works in lump sums 
to be expended upon the discretion of administrative 
officers on the projects authorized, instead of appropriat
ing for each project specifically, thus leaving to the 
administrative officer no discretion in respect to the dis
tribution of the total granted among the several projects 
and but little discretion in respect to the order in which 
the projects would be taken up for prosecution. 

• The iurisdictioa of the Committee em Public BuiIctiDp of the H ....... bad 
oIwaJS bftn restricted to the &IlthorizatioD of projecu. ~ ID 
put them into eh:t boiDc carried in the S1IIIdry CmJ approprionaa Kt. 
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In respect to the first of these reforms Congress made 
a beginning in the right direction in 1884 by making gen
eral a restricted provision of 1882 to the effect that: 

No survey shall be made of any harbors or rivers until 
the Chief of Engineers shall have directed a preliminary 
examination of the same by the local engineer in charge 
of the district, or an engineer detailed for that purpose; 
and such local or detailed engineer shall report to said 
Chief of Engineers whether, in his opinion, said harbor 
or river is worthy of improvement, and shall state in 
such report fully and particularly the facts and reasons 
on which he bases such opinion, including the present 
and prospective demands of commerce. And it shall be 
the duty of the Chief of Engineers to direct the making 
of such survey if, in his opinion, the harbor or river pro
posed to be surveyed be worthy of improvement by the 
General Government; and he shall report to the Secre
tary of War the facts, and what public necessity or con
venience may be subserved thereby, together with the 
full reports of the local engineer. Said reports of pre
liminary examinations and surveys shall be made to the 
the House of Representatives, and are hereby ordered 
to be printed when so made.' 

The adoption of the general practice of having the 
Army engineers make a preliminary investigation and 
report on all projects before they were authorized, which 
has continued to the present time, has led to the imme
diate rejection of many projects that were without merit. 
This system was greatly strengthened by the creation in 
1902 of a Board of Engineers for Rivers and Harbors.' 
To this Board, which is composed of seven officers de
tailed from the Corps of Engineers, are referred the 

• 23 SiaL 1., 1lJ, ISJ. Preliminary onminatiom, 11IrY<)'I, or estimates of 
Dew works other than tbooe desiguated b7 Coograa baYe bee1I forbid ..... 
(33 SIaL 1., 1149) • 

• 32 SiaL L, 31& 
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reports of the surveys and examinations of river and 
harbor projects made by the field engineers. It is then 
the duty of the Board to review such reports and report 
its conclusions to Congress. The following description 
of the entire procedure in determining the feasibility and 
desirability of river and harbor improvement projects, 
given by James R Mann, at that time Republican floor 
leader in the House, is of interest as tending to dispel 
'the popular impression that Congress still adopts these 
projects merely upon the urging of individual members 
and with little or no regard to their feasibility or value. 
He said:' 

Here are the steps through which any river or harbor 
project must pass before any work is authorized to be 
done on it: 

I. Authorization by Congress for a preliminary ex
amination and survey. In effect, this authorizes the Chief 
of Engineers to direct the district engineer in whose dis
trict the proposed improvement lies to make a prelimi
nary exanlination and to report to him whether there 
appears to be sufficient merit in the proposal to justify 
a thorough examination and survey. 

2. The district engineer makes this preliminary ex
amination. and his report, which deals largely with pres
ent and prospective commerce and the benefits to com
merce which the J;>roposed improvements would afford. 
is sent to the diviSion engineer. ' 

3. The division engineer. who is a senior officer, with 
years of experience on river and harbor work, and has 
supervision over several districts, examines the report 
of the district engineer and makes his comments on it, 
and any recommendations he may see fit and sends it on 
to Washington. 

4- It is then turned over to the Board of Engineers 
for Rivers and Harbors. which is a body specially created 

• Reproduced iD C_ R""",. Dea:mber 15. J924. 
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by law to review all river and harbor projects in an im
partial way and from a strictly national point of view. 
This board reviews the report of the district engineer 
and the comments of the division engineer, and reports 
the whole matter to the Chief of Engineers with its 
views and recommendations. 

5. The Chief of Engineers then examines the report 
of the district engineer and the comments and recom
mendations of the division engineer and the Board of 
Engineers for Rivers and Harbors in order to determine 
whether a thorough examination and survey are justified 
by the present and prospective commerce and the benefits 
to commerce which the proposed improvement would 
afford. If his decision is unfavorable (sa) the Chief of 
Engineers so reports to Congress. Congress may let the 
matter drop there, and the matter is ended. If, however, 
they think that any facts or considerations have been 
overlooked or not given sufficient weight they may (Sb) 
authorize a further examination of the proposed im
provement and a subsequent report to Congress. 

If in step 5 the decision of the Chief of Engineers is 
favqrable, or if Congress has authorized further exami
nation, as in step Sb, then-

6. The Chief of Engineers directs the district engi
neer, or such other officer or board as he may designate, 
to make a thorough examination and survey of the pro
posed improvement and to make recommendations as to 
exactly what work should be done and an estimate of 
how much it will cost and the rate at which the work 
should be prosecuted. This report also completes, as far 
as possible, commercial statistics and gives consideration 
to such subjects as the adequacy of terminal facilities, 
the possibility of water-power development, etc. 

7. This report is transmitted through the division en
gineer, who again makes his comments and recommenda
tions and forwards it to Washington. 

8. The report, with the comments of the division engi
neer, goes to the Board of Engineers for Rivers and 
Harbors, which reviews the whole question and makes its 
report and recommendations to the Chief of Engineers. 
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9. The Chief of Engineers examines the report of the 
:listrict engineer or other officer or board and the com
nents and recommendations of the division engineer and 
:he Board of Engineers for Rivers and Harbors. 

10. The Chief of En~neers sends to Congress his 
report and recommendations on the proposed improve
ment, either transmitting in full or summarizing for the 
benefit of Congress the views and opinions of the dis
trict engineer, and the Board of Engineers for Rivers 
and Harbors. 

II. This report is referred to the proper committees 
of Congress-the Committee on Rivers and Harbors in 
the House of Representatives and the Committee on 
Commerce in the Senate. 

12. Hearings are held by these committees, at which 
all interested parties are given an opportunity to be 
heard, and at which the Chief of Engineers and his 
assistants may be asked for further information. If 
the decision of the committee is favorable, then-

13. The committee includes an item for the proposed 
improvement in a bill which it reports to its House of 
the Congress with the recommendation that it pass. 

14- The bill must pass both Houses of. the Congress 
and be approved by the President. The proposed im
provement then is an adopted project, and work is author
Ized upon it when Congress shall have provided the nec
essary funds. 

The second improvement, that of making appropria
tions in lump sum instead of for individual projects is of 
still greater importance. This change was made in 1914 

and has now become the established practice. Prior to 
that date, a specific appropriation was made for each 
authorized project. As a result, the money voted for a 
project could only be used for that project, and no dis
cretion was left to the War Department in respect to 
whether the work should be undertaken. Under the new 
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system, though projects are specifically authorized and 
the amount that may be spent on each is fixed, the appro
priation is made in the form of a single lump sum, discre
tion being left to the administration to exercise its dis
cretion in determining the particular projects authorized 
that will be taken up for expenditure and the order in 
which this will be done. This means that the administra
tion can concentrate work and the expenditure of money 
upon those projects which are the most worthy and 
urgent and place those lacking merit or having only a 
locarvalue at the bottom of the list where they may 
never be reached. The following characterization of 
how this system works, made by the Chief of Engineers 
General Harty Taylor, in reply to a newspaper criticism 
of the river and harbor bill then under consideration in 
Congress, shows how far this system goes in the way of 
removing from those bills their old pork-barrel feature. 
In a letter to the editor of the newspaper in which the 
criticism appeared, he said: 

The present custom is for Congress to make a lump 
sum appropriation for carrying on river and harbor im
provements authorized by Congress, and the allotments 
from this lump sum appropriation to the separate projects 
are made by the Secretary of War upon the recom
mendation of the Chief of Engineers of the Army. If 
there are any projects in the pending authorization bill 
upon which.·work should not be carried on, it is only nec
essary for the President to indicate to the Secretary of 
War that no allotments for these projects should be 
made. This is a much simpler procedure than even a 
veto to eliminate any undesirable projects, as a mere 
indication from the President that such and such a 
project should be eliminated from the allotment list 
would be sufficient and there would be no possibility of 
such a notice being overruled. 
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In recommending allotments from the lump sum ap
propriation, the Chief of Engineers considers only the 
needs of commerce, and I can state with absolute, posi
tive knowledge that in the past four years since the 
present system has been in vogue, no allotment has been 
made to any project in the United States for any" back
scratching" purposes. It is absolutely impossible for 
"the member from Wayback," under the system now in 
force, to do any trading, as you state, and neither the 
"Washington Navy Yard" nor" Wildcat Creek" are 
allotted money unless navigation interests justify it; 
but if navigation interests do justify it, both get such ser
vices as are necessarr. so long as the funds appropriated 
by Congress are available for allotment.' 

In respect to the erection of public buildings, Congress 
in 1926 went a long way toward the adoption of the same 
policy of lump sum appropriations and vesting discretion 
in the administration in determining the particular 
projects authorized upon which the money voted should 
be expended that It had previously put into force in 
respect to river and harbor improvements. The public 
buildings act of May 25, 1926;' is the most important 
public buildings act even enacted by Congress. It author
ized appropriations to the amount of $165,000,000, of 
which $50,000,000 was authorized for buildings in the 
District of Columbia and $IJ5,OOO,OOO for buildings 
outside of that District, all of which was in addition to 
money previously appropriated for public buildings. but 
provided that not more than $10,000,000 might be ex
pended in anyone year for buildings in the District of 
Columbia and not more than $50,000,000 in anyone year 
for buildings outside of the District: The expenditure 
of the appropriations already made and those that might 

• R<t>rodm:ed iD C ..... R«ft, J ... ....., 50 19'ISo 
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afterwards be made in pursuance of the authorization 
of this act was vested in the Secretary of the Treasury. 
In the execution of existing appropriations he was 
authorized to disregard limitations of cost . of specific 
buildings previously fixed and, in respect to these and 
new projects, the act provided (Sec. 4) that: 

The Secretary of the Treasury shall submit annually 
and from time to time as may be required estimates to 
the Bureau of the Budget, in accordance with the pro
visions of the Budget and Accounting Act, 1921, showing 
in complete detail the various amounts it is proposed to 
expend under the authority of this Act during the fiscal 
year for which said estimates are submitted, which shall 
include a statement of the erection of the buildings pro
posed to be erected, together with a limit of cost for the 
same:. Provided, That in submitting such estimates the 
Secretary of the Treasury shall allocate the amounts 
proposed to be expended to the different States where 
buildings are found by him to be necessary, in such a 
manner as to distribute the same fairly on the basis of 
area, population, and postal receipts: Provided further, 
That, unless specifically provided for in the Act making 
appropriation for public buildings, which provision is 
hereby authorized, no contract for the construction, en
larging, remodeling, or extension of any building, or for 
the purchase of land authorized by this Act shall be 
entered into until monies in the Treasury shall be made 
available for the payment of all obligations arising out 
of such contract, and unless the said Act making appro
priations for public buildings shall otherwise specifically 
provide, as hereinafter authorized, appropriations shall 
be made, and expended by the Secretary of the Treasury, 
in accordance with the estimates submitted by the Bureau 
of the Budget: Provided further, That the Act making 
said appropriations may provide for any other buildings 
contained in the annual report of the Secretary of the 
Treasury hereinafter provided for: Provided further, 
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That the Secretary of the Treasury shall also, in addi
tion to submitting estimates to the Bureau of the Budget 
as herein provided, make an annual report to Congress 
containing a statement of the location of all public build
ings which he and the Postmaster General (where his 
department is involved) deem necessary to be constructed 
under the provisions of this Act together with a limit of ' 
the cost for the same: Provided further, That the fore
going provisos shall not apply to buildings or their modi
fication heretofore provided for by Act of Congress; 
Provided further, That at least two buildings shall be· 
estimated for during the period covered by this Act in 
each State for post offices with receipts of more than 
$10,000 during the last preceding year, for which post 
offices no public buildings have been provided. 

It is not easy to interpret the full force of all of these 
provisions. It is clear however, that the act makes a 
great advance over past practices in that it lays the basis 
for the elaboration of a comprehensive plan of public 
building erection; that, instead of leaving; the whole 

'matter of public building needs to the initiation of indi
vidual members of Congress, who are actuated by per-
sonal and local considerations, it vests primary responsi
bility in the Secretary of the Treasury arid the Post
master General to make known such needs; that it con
templates that the estimates for public buildings con
tained in the budget shall be followed; and that it vests 
large discretionary powers in the Secretary of the Trea
sury in expending money voted. Of this act, Mr. Mad
den, Otairman of the House Committee on Appropria
tions, in his annual review of financial legislation of the 
year said:' 

The bill represents a distinct departure on the part of 
Congress in public buildings. It is a general authoriza-

• Co .... RoteN, lu17 2, l!II6. 
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tion bill instead of a bill authorizing specific projects as 
heretofore has been the practice. • . . Appropriations 
have been made for a survey to be made jointly by the 
Secretary of the Treasury and the Postmaster General 
to determine the needs of the various localities for public 
quarters. Estimates will be prepared after this survey 
for submission to Congress through the Budget for such 
projects as merit consideration and the erection of build
ings. The new act marks a reform in public building 
procedure and the paramount consideration under it 
must be the needs of the service based upon the business 
to be transacted. 

It is not contended for a moment that results under 

f
thiS new system of authorizing and appropriating for 
public works have been in all respects ideal. Undoubt
edly, the factor of local, as compared with general, 
interests is still present, and projects are still both author
ized and undertaken that are of doubtful utility and 
money is still spent on minor projects that, from the 
standpoint of the general welfare, might better be spent 
on larger and more fundamental projects. As long as 
laws have to be administered by individuals, there is 
room for the play of personal considerations and errors 
in the exercise of judgment. As a system, however, it is 
difficult to see how further safeguards could be set up. 
What faulty results that are, are due to human failings 
rather than the procedure that has been developed for 
handling this important problem. That the existing sys
tem represents an enormous improvement, there can be 
no doubt. 
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EXECUTION OF THE BUDGET' 

CHAPTER XVI 

CONTROL OF EXPENDITURES 

A prime characteristic of a properly developed budget 
system is the emphasis that is placed upon the principle 
of centralized control. In the formulation of the national 
budget, such centralized control is secured by vesting 

I complete authority in the hands of the President to 
determine what estimates of expenditure shall be sub
mitted to Congress. In action upon the budget, this prin
ciple finds as large application as circumstances will 
permit in vesting in a single committee on appropria
tions in each House of Congress exclusive jurisdiction 
over the consideration of the expenditure estimates of 
the budget and the preparation of the appropriation bills 
to be considered by Congress. There remains for con
sideration the question of the extent to which, as a matter 
of law or practice, provision has been made for a cen-
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tralizedcontrol over the execution of the budget, or, to 
state the matter more accurately, over the expenditure 
of the funds that have been voted in the appropriation 
acts. 

In considering this question,two distinctions should 
be made. The first is that between control as exercised 
by the body granting the appropriation, Congress, and 
that exercised by the President in meeting his responsi
bility of seeing that a proper conduct of administrative 
affairs is had. The second is the distinction between the 
direct control of expenditures in the sense of providing 
that obligations shall not be incurred or disbursements 
made except upon the approval of a superior authority, 
and the establishment of requirements having for their 
purpose to avoid unnecessary expenditures and insure 
that such expenditures as are made are made on an 
economical and efficient basis. 

CQ~trol by Congress: General. It is a canon of ad
ministration that a body having the function of giving 
orders has not completely performed its duty unless it 
takes steps to assure itself that its orders are faithfully 
executed. In England and the states of Europe, operat
ing for the most part under a responsible type of gov
ernment, this requirement is more or less automatically 
m"et by the fact that the ministry representing the ad
ministrative branch holds office at the will of the legis
lative branch and is subject to constant criticism through 
the use of the interpellation and the question system. In 
the United States operating under the system of separa
tion of powers, the relation between the legislature and 
the administrative services is that of principal and agent. 
The legislature is the policy-determining, fund-raising, 
fund-granting, and order-giving organ. The administra-
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tive services are the bodies to which money and orders 
are given. Manifestly the situation is one where the 
legislature should provide itself with means to assure 
itself that its agents are faithfully complying with their 
duties. 

One of the severest criticisms that can be made of our 
governments is their failure to meet this fundamental 
requirement. In the case of the national government, it 
was not until the passage of the Budget and Accounting 
Act that any adequate steps had been taken by Congress 
to comply with this primary obligation. Congress has 
always had and exercised the power through the passage 
of resolutions to call upon administrative officers for 
information and explanation of action taken by them 
and, through its standing committees and special com
mittees created for the purpose, to inquire into the con
duct of administrative affairs. These devices were, how
ever, ones that worked in a fitful and intermittent manner 
and were adapted only to the examination into particula.r 
instances where mismanagement or illegal action was 
suspected. There was lacking any adequate means by 
which Congress could systematically and currently in
form itself of the action of the administrative services 
with a view to ascertaining the extent to which such ser
vices were not only complying with alllega1 requireme1'lts 
but also performing their duties in an efficient and eco
nomical manner. 

The General Accounting Office as an Organ of Con
trol. There is a general agreement that the best, if not 
the only, means open to a legislative body to supervise 
and, if need be, control the operations of its administra
tive agents is by providing for what is known as an audit 
of public accounts; that is, by vesting in some officer, 
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usually lmown as auditor or comptroller, the duty of 
examining into all the financial operations of the gov-, 
ernment and reporting the results of such examination. 
Provision for an audit of receipts and expenditures has 
existed since the organization of the national govern
ment. This provision, until the passage of the Budget 
and Accounting Act, was defective in two important 
respects: the officers making the audit were not inde
pendent of the admInistration, and their duties were re
stricted to that of seeing merely that all legal require
ments were met. As officers owing their appointment to, 
and subject to removal by, the President, and as subject 
to the superior authority in many respects of the Sec
retary of the Treasury in whose department their offices 
were located, the Comptroller of the Treasury and the 
six auditors, as these officials were designated, were not 
in a position fearlessly to question and report upon ad
ministrative acts. As officers having only the duty of 
pasSihg upon the legalitY of financial transactions, it was 
no part of their duties to inquire into 6r report upon the 
advisability of action taken or the efficiency and econ
omy with which administrative officers performed their 
duties. To quote Mr. Martin B. Madden, Chairman of 
the House Committee on Appropriations: • 

The audit of government accounts in the past has 
amounted to little more than a verification of calculations 
with the interposition here and there of law construction 
that resulted in the disallowance of a negligible propor
tion of payments. It was a set up admirably designed to 
prevent embezzlement but lamentably weak in oppor
tunity to prevent waste. The machinery consisted of a 
comptroller and six separate auditing offices, all sub
ordinate bureaus in the Treasury Department. The 

• The New System in Govemmml, SoIIIrrla, Ewwia, PDII. June II. 19"30 
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comptroller as the logical head of the organization had 
no extensive legal supervision over the auditing offices; 
Each of them proceeded on its way heedless of the prac
tice of the others. Uniformity of procedure was not 
thought of. The audit of accounts is one government 
practice in which unanimity of action could have been 
produced with more ease than in almost any other, yet 
they were far apart. The auditors were presidential ap
pointees changing office with every administration. Some 
of them, perhaps through fortunate chance, made excep
tional auditors. The majority of them were not expertly 
qualified to direct the auditing of any class of accounts-
governmental or private. Any corporation employing 
such a lax method would have hoisted its flag of bank
ruptcy and its board of directors would all have died of 
old age before they could have presented a satisfactory 
audited statement to the receivers. 

Both of the defects of the old system that have been 
mentioned were corrected by the Budget and Account
ing Act. That act abolished the office of the Comptroller 
of the Treasury and the six auditors for the departments 
and vested all of their duties in a General Accounting 
Office, at the head of which was placed a Comptroller 
General who, it was provided, should hold office for a 
term of fifteen years and could be removed only by joint 
resolution of Congress. These provisions had for their 
purpose and effect to make the General Accounting Office 
an agency independent of the President and directly re
sponsible to Congress. At the same time the act placed 
powers and responsibilities upon the Comptroller Gen
eral, which were more extensive than those of his prede
cessors. His duties were made to Consist not merely of 
examining into and passing upon the legality of financial 
transactions, but also of determining and reporting to 
Congress all cases of mismanagement or inefficiency and 
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of recommending means by which the·conduct of public 
affairs might be put upon a more efficient and economical 
basis. The act further provides that committees of Con
gress and especially the Committee on Appropriations 
may call upon the Comptroller General for assistance in 
handling measures coming before them. The act thus 
reads (Secs. 312, 313): 

(a) The Comptroller General shall investigate, at the 
seat of government or elsewhere, all matters relating 
to the receipt, disbursement, and application of public 
funds, and shall make to the President when requested 
by him, and to Congress at the beginning of each regular 
session, a report in writing of the work of the General 
Accounting Office, containing recommendations concern
ing the legislation he may deem necessary to facilitate 
the prompt and accurate rendition and settlement of 
accounts and concerning such other matters relating to 
the receipt, disbursement, and application of public funds 
as he may think advisable. In such regular report, or in 
special reports at any time when Congress is in session, 
he shall make recommendations looking to greater econ
omy or efficiency in public expenditures. 

(b) He shall make such investigations and reports as 
shall be ordered by either House of Congress or by any 
committee of either House having jurisdiction over 
revenue, appropriations, or expenditures. The Comp
trolIer General shall also, at the request of any such com
mittee, direct assistants from his office to furnish the 
committee such aid and information as it may request. 

(c)' The Comptroller General shall specially report to 
Congress every expenditure or contract made by any 
department or establishment in any year in violation 
of law. 

( d) He shall submit to Congress reports upon the 
adequacy and effectiveness of the administrative exami
nation of accounts and claims in the respective depart
ments and establishments and upon the adequacy and 
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effectiveness of departmental inspection of the offices 
and accounts of fiscal officers. 

( e) He shall furnish such information relating to 
expenditures and accounting to the Bureau of the Budget. 
as it may request from time to time. 

All departments and establishments shall furnish to 
the Comptroller General such information regarding the 
powers, duties, activities, organization, financial transac
tions, and methods of business of their respective offices 
as he may from time to time require of them; and the 
Comptroller General, or any of his assistants or em
ployees, when duly authorized by him, shall, for the pur
pose of securing such information, have access to and 
the right to examine any books, documents, papers, or 
records of any such department or establishment. 

A reading of the foregoing provisions shows that Con
gress appreciated the need for means by which it might 
itself pass judgment upon the manner in which the ad
ministrative agencies were performing their duties, and 
that in the General Accounting Office it sought to pro
vide itself with an agency that would. have much the 
same relationship to it that the Bureau of the Budget 
was to have to the President. 

Did the Comptroller General possess no powers other 
than those of examination and report, there would be 
doubt as to whether his office would be entitled to the 
designation of an organ of wntrol. His functions, how
ever, pass far beyond those of an auditor and are, as his 
title indicates, those of a comptroller. Not only may no 
money issue from the treasury except upon his war
rant but no claims against the government can be finally 
settled except upon his approval. The Budget and Ac
counting Act, reproducing a provision of law that had 
conferred the same powers upon the Comptroller of the 
Treasury, provides (Sec. 236) that: 
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All claims and demands whatever by the Government of 
the United States or against it, and all accounts whatever 
in which the Government of the United States is con
cerned, either as debtor or creditor, shall be settled and 
adjusted in the General Accounting Office. 

This means that no payment can be made that is finally 
binding upon the government until it has been approved 
by the Comptroller General. All payments made by dis
bursing officers without such previous approval are made 
at the risk of the disbursing officer and, if subsequently 
disallowed by the Comptroller General, may be recovered 
from the disbursing officer or his bondsman. In so far 
as the legality of expenditures is concerned the legisla
tive branch, through its officer, the Comptroller General, 
has thus a control over expenditures that is as complete 
as can well be desired: 

The Bureau of the Budget as an Organ of Control. 
Ev~n with its enlarged powers and duties, the control . , 
over expenditures exercised by the General Accounting . 
Office consists only in seeing that all legal requirements 
are met and in reporting to Congress cases of unwise 
expenditures, the employment of improper methods, and 
other failings on the part of the administrative services 
to perform their work in an efficient and economical 
manner. It does not control in any manner the exercise 
by administrative officers of the discretion vested in them 
in respect to the expenditure or non-expenditure of 
moneys granted to them. Its control is thus largely moral 
or indirect. The question of the extent to which the 
spending services should be directly controlled by a 

• For a detailed account of the work of the Comptroller General, see 
W. F. Willoughh7. The Legal Statui aod Function. of the GeneraJ Ao
counting Office, Institute for Government R ..... rch, Studies in Administra
tion; also The GeneraJ Aceoaatiag Office, Iaotitute for Government Re
search, Service Monograph, No. 46. Both of these wlumes wiD appear 
Ihortl7. 
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superior administrative authority in respect to the utili
zation of funds voted for their maintenance is quite 
another matter. 

Under the English system appropriations are not made 
directly to the spending services, but represent grants to 
the Treasury, through which that body, within the limita
tions set by the appropriations, can meet the expenditure 
needs of the services. No money is available to the spend
ing services until it has made requisition therefor to the 
Treasury and the latter has approved such requisition 
and ordered payment thereof: Though these requisitions 
are usually met, the Treasury has the right to decline 
to meet them. It follows from this system that the Trea
sury, corresponding to our Bureau of the Budget, not 
only has complete control over the requests for funds 
that shall be submitted to Parliament but also equal 
authority in respect to the expenditure of the funds that 
are granted in pursuance of such requests. Normally 
this power is not exercised except when the condition of 
the Treasury is such as to render advisable a curtailment 
of the expenditure program. 

In the case of the United States govemment, the 
principle has always been followed that appropriations 
are direct grants to the spending services and constitute 
credit accounts with the Treasurer of the United States 
which these services can draw against without any 
further authorization.· From a strictly legal standpoint, 
therefore, the spending services are not subject to the 
control of the President, acting through the Bureau of 
the Budget, or otherwise, except irt the comparatively 
rare cases where the law requires the approval of the 
President. Actually, however, it is possible for the Presi
dent to exercise a large measure of control, since ad-
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ministrative officers recognize the ·President as their 
superior administrative officer and their duty to comply 
with his wishes when formally expressed, and the Presi
dent can, if necessary, enforce compliance through his 
power to dismiss or order the dismissal of administra-

- tive employees. 
Prior to the adoption of the budget system, the duties 

of the President as head of the administration were little 
more than nominal. Under the present system he dis
charges the duties of a general manager of the govern
ment business corporation. It is his direct concern and 
responsibility to see that a proper balance exists between 
income and outgo. Though the Budget and Accounting 
Act conferred no powers upon him to control expendi
tures, it is not remarkable that the President, in addi
tion to seeking to keep down the grant of appropriations, 
should also seek to keep down the expenditure of the 
moneys that were granted when this could be done with
out ·unduly interfering with the work of the spending 
services. His efforts in this field have taken three 
directions. 

Control through Requirement of a General Reserve. 
The first, and probably the most important is represented 
by the requirement already mentioned that the spending 
services shall at the beginning of each year set aside 
a part of their appropriations as a general reserve not 
to be drawn upon except in emergencies or when abso
lutely necessary, and the alIotment of the balance in such 
a way that assurance wiII be had that expenditure needs 
for the whole year wiII be met. Though the primary 
purpose of this requirement is to avoid as far as possible 
the creation of the need for supplemental and deficiency 
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appropriations, it has as another important result the 
placing of a brake upon the expenditure program of 
these services and the accumulation of unexpended 
balances available for return to the treasury when all 
the obligations of the year have been met. 

Control over Engaging in New Activities. Secondly, 
the President has given orders through the Bureau of 
the Budget, that no service, even though authorized so to 
do by law. shall undertake any new activity until notice 
of its proposal to do so has been given to the Bureau of 
the Budget. Though here again. the primary purpose 
of the order is to prevent duplication of work. the order 
also represents the setting up of a control over the ex
penditure operations of the services. since should a pro
posed project not meet with the approval of the President 
it would undoubtedly be dropped. The importance of this 
order warrants its reproduction in full. It appeared as 
Budget Circular No. "1"1. under date of August II. 1922. 
and reads as follows: 

Instances have arisen where a department or establish
ment has entered upon a new activity or a new work of 
research or investigation which duplicates in whole or in 
part the work of some other department or establishment. 
If the heads of departments and establishments, before 
the initiation of such new activity or work, had knowl
edge of the fact that they were about to enter a field 
already covered to a greater or a lesser extent by the 
Government. they would themselve~ in the interest of 
good business administration. avoid any such duplica
tion. It is therefore advisa.ble in order further to coOrdi
nate the work of the departments and establishments to 
establish a means whereby the heads of departments and 
establishments may be so informed, and to this end the 
following regulations are prescribed: 
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I. Hereafter, when any department or establishment 
proposes to enter upon any new activity or any new work 
of research or investigation, the head thereof will trans
mit in writing to the Bureau of the Budget the following 
information. 

(a) The charaCter, purpose, scope, and probable dura
tion of the activity, research or investigation. 

(b) Whether such activity, research, or investigation 
is required by law, and, if so, reference to the specific 
law or laws. 

( c) The probable number of persons to be employed 
thereon during the current fiscal year and an estimate of 
their"salaries. 

( d) An estimate of the cost thereof for the current 
fiscal year and of the probable total cost. 

(e) A designation of the appropriation out of which 
the expenditures are proposed to be made. 

2. The Bureau of the Budget will advise the head of 
the department' or establishment concerned as to what 
work of the same or similar nature has been or is being 
done by any other department or establishment. 

3, The provisions of this circular will not apply to in
vestigations conducted by or required of any department 
or establishment with reference to the violation of the 
criminal laws of the United States. 

Mandatory Character of Appropriations. It must be 
evident that the extent to which the President, acting 
through the aureau of the Budget or otherwise, can 
directly control expenditures, is determined in no small 
degree by the extent to which an appropriation is viewed 
as a mandatory order or a mere authorization. From a 
strictly legal standpoint most appropriations certainly 
have the latter character. There are, however, appropria
tions which, whether viewed as mandatory orders or not, 
should probably be treated as such. Such, for example, 
are appropriations for the payment of claims, pensions, 
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-
interest on the public debt, and the like. There are other 
appropriations such, for example, as those for the erec
tion of a particular public building or the improvement 
of rivers and harbors, which if not put into effect would 
undoubtedly cause resentment on the part of Congress 
and action by it that would make the expenditure obliga
tory. Appropriations for the current expenses of the 
several administrative services, which constitute an im
portant proportion of the total appropriations, are cer
tainly not mandatory in the sense that they must be 
entirely expended. On the contrary there is general 
agreement that, if the work can be performed without 
using all the money granted, this should be done. If the 
financial condition of the treasury warranted, a failure 
completely to use funds granted even though it neces
sitated a curtailment in operations, would in most cases 
be deemed justifiable. It will thus be seen that the Presi
dent has a wide field in which he can control expenditures 
by making known his wishes to the spending services. 
In exercising this power it is necessary, however, for 
him to avoid action that could be interpreted as flouting 
the will of Congress when that will has been clearly 
expressed.' . 

• There .... lOIfte indicatioD that "beD ~ mod a larger ...... for 
the improvanont of riwn and harbors than the President bad Ie "" _dod 
h. his bu«lKet. the Plaident contemplated refusing to permit the expenditure 
of a larger lum than bad been ...,...",.....dod by him. It .... immediately 
apparent that this aeli ... would be reaented b, Coqreos, and the PlUident, 
if be had snch an intenti ..... did not put it into elf_ -



CHAPTER XVII 

·CONTROL OVER ADMINISTRATIVE ORGANI
ZATION AND PROCEDURE 

In the preceding chapter consideration has been had 
of the extent to which, the President, acting through the 
Bureau of the Budget, exercises a direct control over 
the 'expenditure of appropriations. There remains for 
consideration the steps that he is authorized to take in 
order to secure a more effective utilization of the money 
that is expended and thus, indirectly, the amounts that 
he will be called upon to estimate for in future budgets. 

Provisions of Budget and Accounting Act. Action in 
this way by the President is directly provided for by the 
Budget and Accounting Act. That act provides (Secs. 
209, 213) that: 

The Bureau, when directed by the President, shall 
make a detailed study of the departments and establish
ments for the purpose of enabling the President to de
termine what changes (with a view of securing greater 
economy and efficiency in the conduct of the public ser
vice) should be made in (1) existing organization, activi
ties, and methods of business of such departments or 
establishments, (2) the appropriations therefor, (3) the 
assignment of particular activities to particular services, 
or (4) the regrouping of services. The results of such 
study shall be embodied in a report or reports to the 
President, who may transmit to Congress such report or 
reports or any part thereof with his recommendations 
on the matters covered thereby. 

188 
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Under such regulations as the President may pre
scribe, (1) every department and establishment shall 
furnish to the Bureau such information as the Bureau 
may from time to time require, and (2) the Director and 
the Assistant Director, or any employee of the Bureau 
when duly authorized, shall, for the purpose of securing 
such information, have access to, and the right to ex
amine, any books, documents, papers, or records of any 
such departmerit or establishment. 

Coordination Agencies. Immediately following its 
creation, the Bureau of the Budget, acting under the 
direction of the President, entered vigorously upon the 
performance of this part of its functions. Its action in 
this field has chiefly taken the direction of the creation 
of a large number of so-called coordination agencies, 
each having to do with some particular phase of the busi
ness operations of the government. These consist of 
coordination boards, area coordinators, and individual 
coordinators. 

The coordination boards have in all cases been created 
by executive order or by a circular issued by the Bureau 
of the Budget, .. by direction of the President," having 
the force of an executive order, and their creation for 
the most part dates from 1921. Their work has thus 
constituted a distinct branch of the Bureau of the 
Budget's activities practically, since the creation of that 
Bureau. A list of these boards, all of which are still in 
existence and operation, follows: 

• 
Permanent Conference on Printing 
Federal Real Estate Board 
Federal Purchasing Board 
Federal Liquidation Board 
Federal Traffic Board 
Federal Specification Board 

14 



190 THE NATIONAL BUDGET SYSTEM 

Interdepartmental Board on Contracts and Adjust
ments 

Interdepartmental Board on Simplified Office Proce-
dure 

Interdepartmental Patents Board 
Federal Board of Hospitalization 
General Supply Committee' 

These boards are similar in structure. Each is com
posed of a representative from each of the departments 
and establishments particularly concerned with the 
activity in question and is under a chairman directly 
appointed by or responsible to the Chief C'Oordinator. 
The boards meet at intervals, some several times a month 
and some only several times a year. The full member-

. ships of the boards only discuss problems, exchange in
formation, and decide policies, while the administrative 
work is necessarily done by committees, by the chairman 
and his immediate assistants, or by the Office of the Chief 
COOrdinator. The members of the boards continue as 
employees of the services which they represent and re
ceive their compensation from appropriations for the 
support of such services. This is entirely proper, since 
their work on the boards is for such services. The work 
of the boards, while done under the supervision of the 
Bureau of the Budget, represents the effort on the part 
of the services concerned to improve and standardize 
business practice and procedure, and the conclusions 
reached thus represent primarily agreements reached 

• The Geueral Supply Committee, provisiOD for which is made by atatute, 
was in existence prior to the creatiOD of the Bureau of the Budget, and iJ 
technically a subordinate unit of the Treasury Department and thus under 
the general direction of the Secretary of the Treasury. For purposes of 
c:oiirdinatiOD it is, however, treated as one of the coOrdination agencies of 
the Bureau of Budget and is 10 lilted in the annual reportS of the Director 
of that Bureau. 
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between the services interested rather than orders im
posed from above by the Bureau of the Budget. The 
Director of the Bureau of the Budget is the " conduit 
for the transmission of Executive authority in routine 
business matters to the coordinating agencies for trans
mission to all departments and establishments.'" In 
cases of appeal by the department heads from the orders 
of a coordinating agency, or if pressure is needed to 
have an order carried out, it is the Director of the 
Bureau of the Budget who decides the matter, subject 
always, of course, to instructions from the President.' 

Area Coordinators. The work of the coordination 
boards has largely to do with the business operations 
of services at their headquarters at Washington. In 
order to secure coordination of governmental operations 
in the field, provision has been made for nine Area 
Coordinators, each of whom has responsibility for pro
moting coordination in one of the nine areas into which 
the country is divided for coOrdination purposes. These 
areas correspond to the nine corps areas of the Army, 
but since the first year of the budget system, the fifth, 
sixth, and seventh areas have been consolidated for pur
poses of coordination although they still keep their 
separate identity as areas. In practically all cases an 
Army, Navy, or Marine officer has been selected as Area 
Coordinator. As the Chief Coordinator and his assistants 
are also Army, Navy, or Marine officers, this whole work 
of coordination has been under the general direction of 
officers of these three services. The idea of Area COOrdi
nators was modelled upon that which had been used 

'0.._ Font Y .... of the BuclKet. ... l34-
, AA intaestiDc iIIastratiaa of bow he .......... ap the c:oOrdiDatinc _ 

cieo is Ii ..... in his Address ... the s-..l Replar lleetiac of the BasiDosI 
OrpnjlOtioa of the Gcmrameat. Po ~ 
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-
by the American Expeditionary Force in France, with 
which the first Director of the Budget had so much to do.' 

Office of Chief Coordinator. In order that these 
coordination. agencies might be properly directed and 
their activities themselves coordinated, the President by 
executive order of July 27, 1921, created the office of 
Chief Coordinator. At the outset this officer was con
cerned solely with the utilization and disposal of surplus 
stocks and the purchase of new supplies. Very soon, 
howe.ver, he was given general direction over the work 
of all coordination agencies. This was confirmed, and 
his powers and duties were more specifically defined by 
an executive order issued November 8, 1921. The pro
visions of this order, which cover the whole matter of 
the work of coordination under the Bureau of the 
Budget, are of such importance that they merit repro
duction in full. They read as follows: 

The coordinating agencies established by the Execu
tive are for the purpose of enabling the President, in 
matters of routine business, to so coordinate the activities 
of the different departments and establishments as will 
insure the most economical and efficient expenditure of 
monies appropriated by Congress. They provide the 
machinery through which, with the minimum of obstruc
tion and delay the Executive may impose a unified plan 
of governmental routine business. The Director of the 
Bureau of the Budget shall have general supervision over 
the work of the coordinating agencies heretofore created 
by Executive Order, subject to such instructions as may 
hereafter be issued by the President. 

The Chief Coordinator, General Supply, appointed 
under the provisions of Executive Order of July 27, 1921, 
shall exercise general supervision, subject to the Director 

• Da ..... PI' 39. 68, 122. 
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of the Budget, over the coordination of the routine busi
ness activities of the governmental organization, with 
particular attention to methods of purchasing, liquidation 
of supplies, specification of materials, advertising, ware
housing, employment, manufacturing, disQursing and 
other ordinary business activities of the Government. 

The decision of the Chief Coordinator, in all matters 
of coordination, shall be transmitted to the heads of de
partments or independent establishments concerned, and 
shall be final, except that such heads may appeal to the 
Director of the Budget within four days after the receipt 
of notice of the coordinating order, and if not sustained 
by the Director of the Budget may appeal to the Presi
dent of the United States within six days after the de
cision of the Director of the Budget. If such appeal is 
not taken or is not sustained the decision in question shall 
stand, and shall be published to those affected by the 
heads of the departments concerned. 

The heads of departments and subordinate officials will 
retain all present responsibility with respect to individual 
business transactions, subject to such' policies as may be 
imposed in the manner indicated above. 

All persons heretofore or hereafter appointed to duty 
under the Chief Coordinator, either in Washington or 
in Corps Areas of the country, shall be regarded as so 
appointed or detailed by the President of the United 
States, and they shall not be subject to reassignment by 
department heads except as authorized by Executive 
Order. Such persons shall not be required to submit any 
report to any department except as may be required as 
to their location or assignment or for purposes of pay. 
the intention being to prevent any interference with their 
direct responsibility to the President of the United States 
and his agents, the Director of the Budget and the Chief 
Coordinator. The above does not apply to departmental 
representatives on the various coOrdinating boards. and. 
in case of those detailed to coOrdinating duty in addition 
to other duties, it applies only with respect to such 
coOrdinating duty. 
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All Bureau chiefs and employees of the executive gov
ernment are directed to furnish any available informa
tion desired for purposes of coordination, or to attend 
any conferences on coordination, at the request of the 
Chief Coordinator. It shall not be necessary for any 
duly authorized representative of the Director of the 
Budget, of the Chief COOrdinator or any coordinating 
authority established by Executive Order, to secure the 
approval of the head of a department or military or naval 
authority of a request for information for use in con
nection with the activities of the coordinating bodies. 
The duly authorized agents of the Director of the Budget, 
of the Chief Coordinator, or of the coordinating boards, 
shall have access to all books and papers of the various 
departments and independent establishments which con
tain any information pertinent to the subject under con
sideration for coordination. 

All departments and establishments must be so organ
ized for the transaction of matters of routine business as 
to facilitate their proper cooperation with the general 
cOQrdinating agencies. When the existing form of or
ganization of the routine business of the departments 
and establishments, or the form of reorganization sug
gested by the head of the department or establishment 
does not, in the judgment of the Director of the Bureau 
of the Budget, properly meet the requirements of the 
situation, the Director of the Bureau of the Budget shall 
recommend to the President the form which, in his judg
ment, such departmental organization should take to that 
end. In his final determination of the form of organiza
tion the President will then consider the recommenda
tions of the department head or head of the independent 
establishment concurrently with those of the Director 
of the BUdget. 

All coordinating agencies made subject by Executive 
Order to the supervision of the Director of the Budget 
shall make quarterly reports to him of their activities 
for transmission to the President. 



CONTROL OVER ADMINISTRATION 195 
-

Final\y, mention should be made of the creation of 
three individual coordinators or assistants to the Chief 
Coordinator in putting into effect the measures of coordi
nation decided upon. These are, the Coordinator for 
Purchase, the Coordinator for Motor Transport, and the 
Coorc\inator for Traffic. 

These coordination agencies have now been in opera
tion for five years. The fol\owing account of their 
activities will show the direction that their efforts have 
taken and the results that have been accomplished. 

Printing and Binding. The first of the coordinating 
agencies to be formed was the Permanent Conference 
on Printing, which was established to promote economy, 
standardization, and more efficient methods in the public 
printing and binding. A meeting, called by Circular 14, 

dated July 22, 1921, was held, to which came representa
tives of all the executive departments and establishments. 
As a result of this preliminary meeting the Permanent 
Conference was organized and held its first meeting at 
the Government Printing Office on August 4, 1921, when 
on the suggestion of the representative of the Bureau of 
the Budget the conference decided to investigate the fol
lowing subjects: Preparation of copy for the printer, 
the cost of authors' corrections; the standardization 
of paper in grades, sizes, weights, and colors; illustra
tions and printing in colors; standard size, form, and 
binding of publications; periodic:als 'to be discontinued 
after December, 1921; annual reports to be discontinued 
under an act of Congress; rush work; duplications of 
departmental and congressional printing; distribution of 
public documents; and mimeographing and multigrapb
ing. Each of these subjects has been considered, espe-
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cially by the permanent executive committee of ten mem
bers, and in a great many instances action has been taken. 

To reduce the extra cost of rush work the conference 
requested the Director of the Bureau of the Budget to 
call the matter to the attention of the administrative 
services and to recommend to them that their representa
tives on the conference be given authority to pass on the 
question of the necessity for rush work, and that such 
orders should receive their approval before being sent 
to the Public Printer. This he did in Budget Circular 27, 
dated" August 25, 1921, and in several of his addresses 
to the Business Organization of the Government. There 
has been a steady reduction in the expenditures for rush 
work since 1921. The Director of the Bureau has also 
on several occasions called the attention of the adminis
trative services to the cost of authors' alterations. To 
aid them in the campaign for reducing this item, the Gov
ernment Printing Office, upon the suggestion of the con
ference, now records separately the cost of typographical 
errors and authors' alterations which are changes from 
copy. 

Attention has been given to the annual reports of 
the administrative services, and a special committee was 
appointed to investigate the duplication in the printing of 
annual reports in several forms, either separately or 
consolidated with other reports of the same department. 
One of the first results of this was that the War Depart
ment agreed to discontinue the publication of Part I 
of the report of the Chief of Engineers and also the 
pamphlet edition of it. 

As a result of action by the conference with the assis
tance of the departments interested, various publications 
which previously varied from a uniform size have been 
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standardized. These include the Congressional Record; 
the Official Record, and the Reports of Weather, Crops, 
and Markets, published by the Department of Agricul
ture; School Life, published by the Department of the 
Interior; and the Monthly 'Sumtnary of Foreign Com
merce, Commerce Reports, Survey of Current Business, 
and Census Bulletins, all published by the Department 
of Commerce. 

A survey of the methods of distributing government 
publications was made by a committee of the conference 
and recommendations to correct existing evils were made 
in its report.' Several departments adopted these volup.
tarily, and they were prescribed as regulations of the 
Bureau of the Budget in its Circular 75, dated August 4, 
1922• 

The conference cooperated with the Superintendent of 
Documents in an effort to reduce the accumulation of 
documents stored in the Government Printing Office. 
Each department was invited to send a representative 
with authority to pass on documents which the depart
ment wished to retain for official use for longer than one 
year. Other recommendations have been made on the 
subject by the conference. 

The conference adopted a standard quality, weight, 
and size of letterheads, and restricted the use of embossed 
stationery. It also adopted It uniform wall calendar for 
all the government departments. 

In some of its work the Conference has cooperated 
with other agencies, particularly v,'ith the Interdepart
mental Board on Simplified Offi~e Procedure, for which 
it attends to typographical matters on the standardized 
governmeQt forms. It has coOperated with the Joint 

• See the AtlDuaJ Report of the DirectGr of the Bareaa of the Badcet. 1_ Po ftl. 
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Committee on Printing in preparing the standards of 
paper and envelopes for the Government Printing Office. 

All the activities of the Permanent Conference on 
Printing, of which the above are typical examples, are 
concerned with the manner of printing and in no way 
restrict the subject matter to be printed. Such a control 
was, as has been pointed out above, occasionally exer
cised by the Joint Committee on Printing, composed of 
members of the two Houses of Congress. The efforts of 
the Joint Committee on Printing after the World War to 
reduce the number of magazines and other periodicals, 
caused much trouble, and the date for ending their publi
cation was postponed several times. Finally, by a Joint 
Resolution, approved on May I I, 1922, this problem was 
shifted to the Director of the Bureau of the Budget.' 
The resolution authorized the head of any department or 
establishment to use any part of his appropriation for 
printing for the publication of magazines or other peri
odi<;als, but subject to the approval of the Director of the 
Bureau of the Budget. The regulations of the Bureau 
governing periodicals are in its Circular 78, dated 
August 14, 1922. They provide among other things that 
periodicals shall be devoted exclusively to the work which 
the organization issuing it is required by law to under
take; and that they shall not contain articles which are in
tended solely to foster and maintain interest in a govern
ment agency, or the interest and morale of employees, 
or which can be construed as propaganda in favor of 
increased appropriations or legislation. No illustrations 
or photographs are to be used unless they relate solely 
to the public business arid are necessary to a clear under
standing of the subject matter. No advertisements for 

• 4" SiaL 1., 541. 
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any private individual or corporation may be included. 
Information showing the size, frequency of issue, size 
of editions, subscription price, number of paid subscrip
tions, method of distribution, annual cost of preparing 
the periodical, necessity of the pUblication, and other 
details must be submitted to the Bureau before it will 
approve the publication of any periodical. 

Liquidation and Purchase of Supplies. The Chief 
Coordinator and the nine Area Coordinators were in
tended, at first, to devote themselves almost solely to the 
problem of distributing and liquidating the enormous ac
cumulation of surplus supplies after the reduction of war 
activities. It will be remembered that the General Sup
ply Committee, in addition to procuring certain kinds of 
supplies for the administrative services in Washington, 
was given the task, soon after the armistice, of trans
ferring and selling surplus office supplies in Washington , 
and of maintaining records of surplus supplies through-
out the country. After the establishment of the Office 
of the Chief Coordinator the work of the General Supply 
Committee was merged with that of the other coOrdinat
ing agencies that have been created to engage in the same 
kind of work, so that the General Supply Committee has 
become one of the coordinating boards. It submits a 
report on its activities annually to the Director of the 
Bureau of the Budget through the Chief COOrdinator. 

The order creating the position of the Chief COOrdi
nator, Budget Circular IS. dated July 27, 1921, stated 
that his duties are to supervise and coOrdinate the work 
of the nine Area COOrdinators, to bring to the attention 
of department heads. all matters which will be of assis
tance to them in contributing to economy and efficiency, 
to advise as to the methods of expediting the inventories 
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Of'surplus stocks in the possession of the various depart
ments, to advise the department heads upon the policy 
governing the sales of commodities held surplus in more 
than one department so· as to' protect the state of the 
market in the government's interest, and to exercise 
general supervision over the purchase functions of the 
departments and establishments. The nine Area CoOrdi
nators under him, in addition to carrying out the instruc
tions and policies of the Chief Coordinator, were specific
ally directed to locate and inspect surpluses and accumu
lations of government stocks in each area, regardless of 
whether those stocks had been reported surplus and to 
report on any stocks in excess of reasonable reserves or 
current needs to the department concerned and to the 
Chief Coordinator, to keep in touch with all government 
projects involvin~ the procurement, transfer, or dis
posal of supplies, to fix the fair market prices of sur
pluses when supplies are transferred from one depart
men,t to another, to postpone any sale of government 
property by any department when investigation shows 
that it is not to the financial interests of the general gov
ernment to permit the sale, to submit recommendations 
to heads of departments and to the Chief Coordinator 
designed to result in economies in disposing of surplus 
supplies, and to see that the government's policies in re
gard to the purchase of supplies are carried out. 

Budget Circular IS provided that there should be a 
director of sales in each department and independent 
establishment having surplus property and that these 
officers should be subject to call by the Chief Coordinator 
on all matters involving sales. This soon proved an 
unsatisfactory means of enabling the Chief CoOrdi
nator to exercise his functions in coordinating sales, and 
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in its place the Federal Liquidation Board was created 
on August 25, 1921, by Budget Circular 26. This Board, 
composed of one representative from each department 
and establishment with surplus supplies to be sold, was 
.. to formulate policies and plans designed to knit the 
sales activities of the several departments and establish
ments concerned in the liquidation of stocks into a 
Federal business association, and to bring about business 
methods calculated effectively to safeguard the interests 
of the Government, and at the same time to promote the 
confidence of private business interests and industrial 
communities doing business with the Government." The· 
Chief COOrdinator was made responsible for the efficiency 
of the Board, and after a full discussion by the Board, 
his decision was to be final. 

On the same day there was also created the Federal 
Purchasing Board, composed of one representative from 
each department and establishment having authority to 
purchase supplies. Its duties were to fo'rmulate policies 
and plans and to bring about business methods calculated 
to safeguard the interests of the government, and to con
sider aU questions of purchase assigned to it. But it was 
provided that, II while the power to purchase and to 
coordinate purchases is thus centralized in the Board, 
it shall be its policy to decentralize administrative mat
ters and the actual execution of purchase. II Articles of 
a .. preeminently specialized nature II were to be referred 
back immediately to the department. concerned, which 
would handle the purchase. while articles needed in 
common by aU departments were t~ be allocated by the 
Board for purchase to the department best fitted to per
form this function for the whole government service. 
The Chief Coordinator was to be responsible for the 
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efficiency of the Board and could decide finally' as to the 
action to be taken or the policy to be pursued. On May 
29, 1925, the position of COOrdinator for Purchase was 
created by Budget Circular 160. This official is to act 
as the agent through whom the Federal Purchasing 
Board may effect such joint procurement arrangements 
as may be agreed upon. 

The liquidation of the surplus supplies, which the gov
ernment had following the armistice of 1918, has natu
rally decreased as the accumulation has been reduced, 
so that in his report for the fiscal year 1925 the Chief 
Coordinator announced that the interests of economy 
no longer required that surplus supplies should be dis
posed of in the shortest space of time but those remaining 
should be considered a reserve to meet the needs of all 
departments of the government. The primary concern 
of the Federal Liquidation Board has been the disposal 
of surplus property by sale to the public. This work has 
alm.ost ended. J'he Board made a study of the advertis
ing methods of the various departments, investigated the 
credit system of .the departments so as to secure uni
formity in the terms and conditions of sale and the form 
of security required, and determined the policies to 
govern the sale of the different classes of commodities, 
each of which was assigned by a committee of the Board. 
The Board has not acted as a sales agency, but as its 
members are the heads of the organization of the depart
ments which make the sales, it can harmonize their 
activities and prevent them from competing with each 
other and from pursuing different methods and prescrib
ing different conditions of sale. In each of its annual 
reports the Board gives statistics on the sales made by 
the various departments and establishments. The dis-
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posal of surplus property by transfer to other depart~ 
ments or government agencies has been superintended 
by the Interdepartmental Transfer Division of the Office 
of the Chief Coordinator. The operations of this kind 
have also decreased materially. 

The Federal Purchasing Board has not engaged in 
the purchase of supplies, but has attempted to coordinate 
the purchases made by the administrattve services. The 
kind of activities it engages in can perhaps be best under
stood from a report on its accomplishments for its first 
three years, in which the Board stated that it had-

I. Decided upon and put into operation a system of 
clearances of purchase orders to avoid the purchase of 
new goods when surplus is available and accessible. 

2. Gathered data which makes possible and encourages 
interdepartmental procurement rather than purchase 
from sources outside the Government. Among articles 
recommended to be thus procured when conditions are 
favorable are: 

(a) Canvas from the Atlanta Penitentiary 
(b) Rope for marine use from the Navy Depart-

ment 
(c) Fuel oil from the Navy Department 
(d) Gasoline from the War Department 
(e) Acetylene gas from the Navy Department 

3. Made available through comprehensive reports of 
subcommittees data relative to procurement by the Gov
ernment of certain important classes of commodities, 
this data covering (I) best method of purchase, (2) best 
time of year to buy. (3) best fields in which to buy. (4) 
best packages to require and best kind of deliveries. The 
classes of commodities covered by these reports are: 

(a) Coal 
(b) Fuel oil 
( c) Auto tires and tubes 
(d) Forage 
(e) Provisions or subsistence 
(f) Lumber 



204 THE NATIONAL BUDGET SlYSTEM 

(g) Cordage and hemp 
(h) Canvas . 
(i) Packing (steam, air, etc.) 
(j) Paints and ingredients 

4. Cooperated with other agencies of the Government 
in solving problems relating to purchasing, as follows: 

(a) With the Federal Traffic Board in preparing in
structions to departments and establishments aimed to 
effect savings through purchases of carload lots f. o. b. 
factory or other point of origin with shipment on Gov
ernment bills of lading over most economical route. 

(b) With the Interdepartmental Board of Contracts 
and Adjustments with reference to the liquidated damage 
clause in Government supply contracts. 

( c) With the General Accounting Office with refer
ence to standard purchas!! form. 

(d) With the Federal Specifications Board with ref
erence to the size and shape of standard specifications, 
with the object of effecting economies by consolidating 
printing orders. 

5. Agreed upon common action to be taken by all 
departments and establishments with reference to 
vendors who have been debarred from bidding in any 
one or more branches of service. 

6. Agreed upon, and made effective through the 
agency of the General Supply Committee, definite quan
tity purchase of over 300 important items hitherto bought 
under running price fixing contracts, thereby effecting 
savings in purchase price of from 8 to 25 per cent. on 
many of these items, and making possible adequate in-
spection on many others.' . 

Purchase, Lease, or Sale of Real Estate. On August 
18, 1921,' Budget Circular 22 provided for an official, the 
Surveyor General of Real Estate, who was to be desig
nated by the Secretary of the Treasury, to assign space 
in buildings owned or leased by the government outside 
of Washington and to superintend the making of leases 

1 Director of the Bureau of the Budget, Aanaal Report, 1924. P. ~ 
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as the Public Buildings Commission has power to do for 
buildings in the District of Columbia. A Federal Real 
Estate Board, with the Surveyor General as chairman, 
was created on February 18, 1922, by Budget Circular 
54. Both these circulars were rescinded on June 16, 1922, 
by Budget Circular 69, which provided for a Federal 
Real Estate Board composed of one representative from 
each department or independent establishment having 
custody or control of real estate. A Surveyor General of 
Real Estate, to be designated by the Director of the 
Bureau of the Budget, was made chairman of the Board, 
which was to be the instrumentality through which he 
would coordinate all activities connected with the pro
curement of real estate by purchase or lease, with the 
occupancy of it by any department or establishment, 
and with the disposal of it by lease or sale. The Board 
was directed to collect and compile all the necessary in~ 
formation as to the real estate owned or leased by the 
government and suggest changes for the proper and 
economical use of lands and buildings. AU projects for 
the purchase, lease, sale, or disposal of real estate were 
to be transmitted to the Board for clearance. If the 
project should require action by the coordinating author
ity, the Surveyor General was directed to submit his rec
ommendations to the Chief Coordinator, whose decision 
would be final, subject to the usual appeal. The pro
visions of the circular do not apply to the public lands, 
national parks, national forest reS!;rvations, or real 
estate in the District of Columbia. 

The main work of the Board, as revealed by its annual 
reports to the Chief COOrdinator, is passing upon the 
transactions involving real estate that are submitted to it. 
Its report for the fiscal year 1926 shows that during the 

J5 
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year June I, I925-May 31, 1926, 2390 requests to lease. 
property were cleared. Sixty-three properties were 
cleared for sale after the Board had investigated and 
ascertained that they were not needed by other depart
ments or establishments. In several instances requests 
to dispose of abandoned military reservations were de
ferred until the advantage of transferring portions of 
them to the Department of Agriculture had been de
termined. Twenty-three requests for the purchase of 
real estate were cleared during the year. Soon after the 
Board. was organized it started to compile data con
cerning all real property owned by the United States, 
with the exception of the public domain and national 
parks. This compilation was reported to be completed 
in the Board's report for the fiscal year 1924-

Motor Transportation. To prevent one department of 
the government from being forced to hire motor trans
portation while the motor vehicles of another depart
ment stand idle the Bureau of the Budget provided ma
chinery to coordinate the use of motor vehicles by the 
administrative services. In its Circular 35, dated Sep
tember 23,1921, the Bureau instructed the Area CoOrdi
nators to prepare a plan to supply motor transport in 
every city where more than one department or inde
pendent establishment operate motor vehicles, in the most 
economical and practical way. Each plan was to include 
provision for housing and repair, for the operation of 
all in a single pool for the city or district so that the 
number could be kept to a minimum, for the considera
tion of the motor transport problem of the city as one 
problem, and for a Federal Motor Transport Agent to 
be appointed by the Area Coordinator with full authority 
to carry out the plan for his city or district. The plans 
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were to be approved by the Chief Coordinator before 
being put into effect. Each department and establish~ 
ment was directed to name a representative for each 
area in which it had motor vehicles in operation, to 
inform the Area Coordinator of the location, kind, and 
number of motor vehicles and the duties assigned to 
them, and to assist in the preparation of the plan. The 
District of Columbia was made a special area for the 
purposes of this circular and a Coordinator for Motor 
Transport was provided. 

The annual reports of the Area COOrdinators cite many 
instances of cooperation in the use of motor vehicles and 

, in their storage and repair. The most notable example 
is the loan of trucks to the Post Office Department before 
and during the Christmas holidays by other services. The 
annual report of the Chief Coordinator for the fiscal year 
1925 shows that 841 trucks were loaned to 137 post 
offices, with a resulting savings estunated at $89,690.64-
The Coordinator for Motor Transport in the District 
of Columbia has submitted a separate report to the Chief 
COOrdinator each year, in which the principal features of 
his work are noted. That for the fiscal year 1925 told 
of cooperation between the administrative services in 
providing trucks and operating personnel, in supplying 
spare parts, in the repair of vehicles, and in the purchase 
of gasoline. 

Freight and Passenger Traffic. The Federal Traffic 
Board was created by Budget Circular 41, dated Oc
tober 10, 1921, to effect II economies and better business 
administration throughout the government service in 
the handling of passenger and freight shipments." Like 
the other coOrdinating agencies the Federal Traffic Board 
was composed of one representative from each of the 
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departments and establishments making shipments. The 
duties assigned to it by the circular were to make a com
plete study of the traffic problems confronting the var
ious departments and establishments; to establish, in 
cooperatio~ with representatives of the Interstate Com
merce Commission and the carriers, uniform classifica
tions for all commodities shipped by the government; 
and to draw up plans for improving and standardizing 
methods of making shipments and settlement of accounts. 
The activities of the Board were placed under the direc
tion of its chairman, who was given the title of Coordi
nator for Traffic, subject to the general authority of 
the Chief Coordinator. Qerical assistance was to be 
furnished by the departments in proportion to the amount 
of business handled for each. 

After the nature and amount of its work became ap
parent, the Federal Traffic Board divided its activities 
into five classes, each of which was assigned to a com
mittee. The Rail Routing Committee is charged with 
directing the routing of all shipments that go by rail and 
by rail and internal waterways. The Rate, Classifica
tion, and Tariff Division is charged with the duty of 
handling all questions regarding rates, freight classifi
cation, and tariff files. It receives all requests for rout
ings, studies the actual rates involved, and indicates to 
the rail and water divisions, the various routes available 
and the rates under each route. The Statistical Division 
is charged with the duty of recording and keeping in con
venient form all statistical records relating to govern
ment traffic. The Passenger Traffic Division handles all 
matters relating to passenger transportation by rail. In 
addition there is a Planning Committee which considers 
all the reports and recommendations of the various com
mittees before they are submitted to the whole Board. 
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Most of the attention of the-Board has been occupied 
by shipments of freight. The Board is not only an agency 
to coordinate the activities of the administrative ser
vices, but also performs some of the work itself. Ship~ 
ments of freight in lots of two carloads or more are 
routed by the Board. During the fiscal year 1925 -the 
Board issued 4112 route orders, involving 32,187 car
loads of government freight.' The annual reports of the 
Board cite many instances where its activities of this 
kind have resulted in large savings. Reports are made 
monthly to the Board by the departments of the ship
ments which the departments route, and as opportunity 
permits, are examined by the Board. When it is found 
that they have not been made in the most economical 
way, the matter is called to the attention of the office 
concerned. To stop the loss resulting from improper 
descriptions of shipments by government services who 
used their own nomenclature and did not conform to 
the carriers' classifications so that the most favorable 
rate was often not secured, the Board prepares instruc
tions regarding the proper classification of the various 
kinds of goods shipped by the government. As these are 
prepared they are distributed to the shipping agencies 
of the government. A plan of traffic procedure to secure 
uniformity and business methods in handling traffic was 
prepared for the departments by the Board and h· 
been adopted by all whose traffic is of sufficient im
portance to warrant this action. In a number of instances 
where one of the departments or "establishments has 
complained of the rates charged by a railroad the Board 
has held conferences with the railroad and has succeeded 
in securing a better rate. 

• ~ J905, p. Sa. 
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Specifications for Materials and Services. In his 
speech to the second regular meeting of the Business 
Organization of the Government, Director Dawes ex

. hibited two brooms, one of which was made in accordance 
with Navy specifications while the other complied with 
the Army specifications. Because of the difference in 
specifications the Navy . Department purchased 18,000 
brooms when it could have had 350,000 of the Army 
brooms which were part of its surplus supplies. To pre-

, vent such occurrences and to avoid the duplication of 
work ,in preparing specifications, the Federal Specifica
tions Board was created by Budget Circular 42, dated 
October 10, 1921. This Board like the other coordinat
ing agencies is composed of one representative from each 
of the departments and independent establishments, with 
the Director of the Bureau of Standards as es-olficio 
chairman. Its duty as defined by the circular is " to com
pile and adopt standard specifications for materials and 
serYices, and to bring specifications into harmony with 
the best commercial practice wherever conditions permit, 
bearing in mind the desirability of broadening the field 
of supply." The specifications prepared and adopted by 
the Board and approved by the Director of the Bureau of 
Standards, were declared to be binding, as far as ap
plicable, upon all departments and offices of the govern
ment. In'case of any disagreement on specifications or 
methods of procedure, the decision of the Chief CoOrdi
nator was to be final, subject to the usual appeal. 

After being organized the Board selected an executive 
committee consisting of the representatives of the ten 
departments, the Panama Canal, and the General Supply 
Committee to conduct the routine business of the Board. 
The executive committee considers the need of specifica-
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tions for a given article, for either technical or business 
reasons, and refers those decided necessary to technical 
committees composed of experts in the particular subject. 
The technical committees prepare a specification, which 
is submitted to all government departments and estab
lishments for comment and criticism. After considering 
these criticisms, the specification is finally agreed upon 
and promulgated as an official government standard. 
The activities of the technical committees involve re
search work which has been done by the Bureau of 
Standards, the Bureau of Chemistry, the Bureau of 
Mines, the Forest Service, and other scientific agencies 
of the government. The annual report of the Board for 
the fiscal year 1926 shows that up to June 30, 1926,414 
specifications had been promulgated as the result of the 
work of the seventy technical committees that had been 
appointed. Some of these had been revised since first 
issued and others were being prepared. A complete list 
of the articles for which specifications have been issued 
is given in the annual reports of the Board for 19240 
1925, and 1926. 

Hospitalization Activities. The Federal Board of 
Hospitalization, composed of one official designated by 
the President and known as Chief Coordinator of the 
Board, the Surgeon General of the Army, the Surgeon 
General of the Navy, the Surgeon General of the Public 
Health Service, the Superintendent of St. Elizabeth's 
Hospital, the president of the board of managers of the 
National Home for Disabled Volunteer Soldiers, the 
Commissioner of Indian Affairs, and the Director of the 
Veterans' Bureau, was created by Budget Circular 44. 
dated November It 1921. The duties assigned tp the 
Board were to standardize requirements, to expedite the 
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interdepartmental use' of existing facilities, to eliminate 
duplication in the purchase of supplies and the erection 
of buildings, to formulate plans designed to knit together 
in proper coordination the activities of the several depart
ments,and to report to the President on them. The Chief 
Coordinator of the Board was made responsible for its 
efficiency and for developing its activities along practical 
lines. General Charles E. Sawyer, the personal physician 
of President Harding, was appointed Chief Coordinator 
of the Board. 

On .october 24, 1924, the Board was reorganized by 
Budget Circular 146, which rescinded Circular 44. The 
new'Board was composed of the same personnel with the 
exception of the member appointed by the President, 
whose place as head of the Board was taken by the 
Director of the Veterans', Bureau. The duties of the 
Board were also changed. The new Board was "(a) to 
recommend general plans of operation designed to knit 
tog~t,her in proper coordination the hospitalization activi
ties of the several departments and establishments, • . . 
(b) to give consideration to, and make recommendations 
on, questions which may arise concerning the proper 
coordination of hospital facilities, with particular refer
ence to (a) the use of existing facilities, (b) the con
struction of additional facilities, and (c) the standardiza
tion and utilization of supplies." The recommendations 
of the Board were to be transmitted to the Director of 
the Bureau of the Budget for the consideration of the 
President. . 

Annual reports of the Federal Board of Hospitaliza
tion are included in the annual reports of the Director of 
the Bureau of the Budget. The report for 1925 indicates 
a large number of recommendations submitted to the 
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President in addition to recommendations submitted to 
the individual hospital sel'vices. 

Contracts and Adjustments. The lack of uniformity 
in the forms of contracts and in the methods of making 
them and the legal restrictions and other technicalitie~ 
incident to a contract with any of the government ser
vices, undoubtedly hurt the government in its dealings 
with business concerns. To correct this situation the 
Interdepartmental Board of Contracts and Adjustments 
was created by Budget Circular 47, dated November 22, 
i92I. By this circular each executive department was 
ordered' to organize a departmental board made up of 
one representative of each bureau having the indepen
~ent right to enter into contracts on behalf of the United 
States. The departmental boards were to recommend 
policies to control in the standardization of contracts 
within the departments. The chairmen of these depart- • 
mental boards, together with a representative from each 
of the independent establishments authorized by law to 
enter into important contracts, the Chief Coordinator, 
and a chairman representing the Secretary of the Trea
sury constituted the Interdepartmental Board of Con
tracts and Adjustments. The functions of the Board as 
defined by the circular were: 

First, to standardize in general, wherever possible, the 
forms and methods of contract letting, to the end that 
a uniform policy on the part of the Government may con
trol the making of such contracts, and with. a further 
view to such changes in the form thereof as will tend to 
enlist the interest of the contractor on behalf of economy 
and I?romptness of execution and eliminate those uncer
tainties of construction and hazards to be assumed by the 
contractor which have hitherto operated to increase the 
cost of Government work and supplies. 
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Second, to recommend general policies in the settle
!pent of outstanding obligations arising out of contracts 
of the United States, such as methods of determining and 
enforcing damages, of settling disputes as to questions 
of fact, and of determining the final compensation of 
contractors. 

Third, in an advisory capacity and when requested by 
the head of any department or establishment or his rep
resentative upon the board-

(a) To review and revise important contracts and 
agreements made or about to be made on behalf of the 
United States. 

(b) To advise officers authorized to contract and 
operating under contract as to the proper interpretation 
of contracts in process of execution. 

(c) To assist in the negotiation of important con
tracts and agreements relating to personal services, sup
plies, or construction work. 

The work of the Board so far has been devoted chiefly 
to thj: standardization of contracts. One group of 
standardized forms has been prepared for building and 
construction contracts which are among the most im
portant of the contracts entered into by the government. 
After considering the statutory requirements, the de
cisions of the courts, the existing regulations and pro
cedure in the administrative services, and the procedure 
used by private business and after consultation with 
various engineering societies and private contractors 
who do business with the government, the Board com
pleted standard forms for Invitation for Bids, for Bids, 
for Instructions to Bidders, for Contracts for Construc
tion Work, for Contracts for Supplies, for Bid Bonds, 
and for Performance Bonds: 

• The forma as tentatively adopted by the board caD be found ill the . 
Annual Report of tbe Director of the Bureau of the Buqet, 1923. pp. 1.s0-64. 
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The Board has also preparecf a standard form of lease. 
which the Bureau of the Budget by its Circular 109. 
dated June I. 1923. instructed all the administrative ser
vices to use for all leases to which the government is a 
party. In case any department or establishment should 
consider it necessary to deviate from the standard lease. 
it was instructed to submit the proposed deviation to the 
Interdepartmental Board of Contracts and Adjustments. 
which would make a recommendation on the proposal to 
the Bureau of the Budget. 

The Board has prepared two publications. which have 
been issued by the Bureau of the Budget. The first. 
issued in 1922. is a Compilation of the Principal Federal 
Statutes Relating to Public Contracts. The other. issued 
in 1925. is a Digest of the Principal Decisions of the 
United States Supreme Court, United States District 
Courts, the Court of Oaims, and the Opinions of the 
Attorney General Relating to Contracts. The Board also 
drafted for submission to Congress, a bill to establish 
uniform procedure in making government contracts and 
to replace the provisions scattered in 225 statutes which 
prescribe the formalities and different methods of pro
cedure to be followed by the various departments and 
establishments when making contracts. The proposed 
bill is designed to simplify and,make uniform the con
tract procedure of the government while retaining" the 
safeguards which experience has shown necessary. The 
passage of this bill will enormously jmprove the whole 
system of government contracting and purchasing. 

Office Procedure. By Budget Circular 137, dated May 
16. 1924, the Interdepartmental Board on Simplified 
Office Procedure was created to promote economy and 
efficiency in routine office procedure in aU matters not 
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assigned to other agencies. Every department and estab
lishment of the government was directed to organize a 
permanent departmental committee on simplified office 
procedure to investigate within the department or estab
lishment any problems coming within the province of the 
Interdepartmental Board. 

The following standard forms to be .used .by all the 
administrative services have been prepared by the various 
coordinating boards and promulgated by the President: 

No. I. Requisition for printing and binding 
No: 2. Government lease 
NO.3. Appropriations (estimates for Bureau of the 

Budget) 
No. 3a. Appropriations (estimates for Bureau of the 

Budget) 
NO.4-Personnel journal 
No. 4a. Changes in civilian personnel 
No.5. Completion of personnel journal 
No.6. Personal history 
NO.7. Service record card 
No.8. Oath of office 
NO.9. Report on shipments 
No. 10. Request for routing 
No.1 I. . Waiver of apportionments 
No. 12. Apportionment of appropriation 
No. 13. Abstract of official record of United States 

Government employees 
No. 14. Telegram blank 
No. I~. Modified form of telegram blank 
No. 15. Request for reinstatement 
No. 16. Request for transfer 
No. 17. Report on probationary employee 

Some of the. other coordinating agencies participated 
in this work. The Board reported that it had more 
standard forms under consideration. It also stated that 
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surveys were being made to investigate the possibility 
of reducing the 230 different siz;es and qualities of en
velopes used by the administrative services, to ascertain 
the government employees able to translate foreign 
languages so that the translations done by contract can 
be done by regular employees, to determine the extent 
to which nurses are used to visit sick: employees and the 
desirability of such service, to formulate a uniform policy 
for the destruction of useless papers, and to learn the 
number and location of all office reproducing equipment, 
such as mimeographs, multigraphs, and photostat ma
chines, so .that the administrative services could assist 
each other in this type of work. 

Federal Business Associations. The work of coordi
nating and perfecting business operations by the Bureau 
of ·the Budget extends to the field establishments of the 
government in .addition to the departments at Wash
ington. Here the chief agencies made use of are the 
Area Coordinators and the Federal Business Associa
tions. Of the work of the latter, the Director of the 
Bureau of the Budget speaks as follows: • 

The profitable work performed by the Federal business 
associations is deserving of the hIghest commendation. 
These associations are composed entirely of Federal em
ployees, who, at a frequent sacrifice of time and labor, 
hold regular meetings, which are presided over by their 
duly elected officers. Their sole purpose is promoting 
economy and efficiency in the conduct of the public busi
ness within their particular locality. They were created 
and exist today for no other purpose. 

Anlong other things, these Federal business associa
tions have been instrumental in effecting the loan of 
Government trucks to the Postal Service in handling 

• Aanual Report. 194 p. JS. 



218 THE NATIONAL BUDGET SYSTEM 

Christmas mail; procuring office and storage space in 
Federal buildings and leased warehouses for agencies in 
need thereof, frequently recommending, after a thor
ough study of the situation, a reassignment of space; 
making telephone surveys in certain cities to ascertain 
whether a reduction in service may be effected; arrang
ing for the consolidation of purchases where supplies and 
materials are used by more than one local establishment 
so that lower bids may be obtained; and arranging for 
the transfer of surplus supplies and materials from one 
service for use by another. 

MisceJIaneous. In addition to the various activities as
,signed to the coordinating agencies there is a miscel
laneous group that defies classification. This includes 
activities which are performed by the immediate assis
tants of the Chief Coordinator, often aided by the Area 
Coordinators. Some of these are only temporary in
vestigations, while others constitute continuing activities. 
A few examples will show the general nature of this 
wor~ , 

One of the early steps taken in the budget systems' 
compaign for economy was to solicit reduced rates in 
hotels for government employees traveling on govern
ment business. The Area COOrdinators were instructed 
to attempt to make arrangements with the various hotels 
in their areas. The names of the hotels and the reduc
tions allowed are reported to the Bureau of the Budget, 
which informs the administrative services by means of 
budget circulars. The first list, issued on May I, 1922, 
contained the names of only six hotels, each of whieh 
would grant a reduction of 25 per cent from their regular 
rates. The latest revised list, dated January 12, 1925, 
with its supplement, dated March 2, 1925, contains the 
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names of several hundred hotels.scattered throughout the 
. country which offer varying reductions. 

Another problem that has received much attention is· 
that of communication. The government has at its dis
posal, extensive facilities for communication in the Army 
and Navy radio nets, the numerous leased telegraph and 
telephone lines, and the Alaska cable and telegraph lines. 
It was only rarely that these facilities were used by any 
of the administrative services except the one which im
mediately controlled them, and they were seldom used 
to capacity. After much study, numerous conferences, 
and the preparation of plans, an Army message center, 
having in addition to its own the Navy facilities, was 
designated to handle government dispatches in Wash
ington. Beginning with November 10, 1924, the Army 
message center took over all or a part of the dispatch 
traffic of the following services: Department of Labor, 
Civil Service Commission, Department o.f Justice, 
Bureau of Internal Revenue, Coast Guard, Public Health 
Service, Interstate Commerce Commission, and the 
Bureau of Public Roads. In addition a considerable num
ber of scattering messages have been handled for other 
establishments. The resulting saving was estimated by 
the Chief Coordinator as over $13,000 per month. The 
whole question is still being studied for further devel
opment. 

The coordination of aU the government services main
taining patrols on the borders of the country is another 
problem that has been studied by the assistants of the 
Chief Coordinator. Some half-dozen services under four 
departments maintain border patrols for different pur
poses. At present they render little or no assistance to 
each other. A plan has been prepared to reorganize all 
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for the present Budget and 'Accounting Act, provided 
that the Bureau of the Budget should be an independent 
agency attached directly to the Office of the President, 
and that the concession of nominally attaching it to. the 
Treasury Department was made in order to secure the 
prompt passage of the act. 

While it is true that the Bureau has functioned as an 
independent agency and the operations of the budget 
system have not been materially interferred with as a 
result of the Bureau being in the Treasury Department, 
it is none the less desirable that this status of the Bureau 
should be changed. It is desirable that the responsibility 
of the President for the formulation of the budget should 
be emphasized in every possible way. Having the Bureau 
attached directly to his office tends to achieve this aim. 
At the present time the appropriations for the Bureau 
are carried in the appropriations for the Treasury De
partment. This is misleading. The expenses of the 
Bureau form no part of the expenses proper of conduct
ing . .the Treasury Department, while they do constitute 
a part of the expenses of the President in discharging 
the duties of his office and should so appear in appropria

. tion and expenditure statements. There is, finally, al
ways the danger that some future Secretary of the Trea
sury may want to assert his authority in respect to the 
Bureau in a way that would give rise to trouble. The 
first Director of the Bureau, General Dawes, called at
tention to this possibility in the following way. After 
mentioning his harmonious relations with Secretary 
Mellon, he said: • 

The Budget Bureau really should not be a Treasury 
bureau, since it operates directly under the President. 

• Dawes: The First Year of the Budget, p. 6,1. 
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Some time in the future, because of this, a fool 
Secretary or a fool Director may get into a controversy, 
greatly impairing the efficiency of the bureau's work and 
greatly embarrassing the President if he does not hap
pen to keep well informed of the current business of the 
government as has usually been the case in the past. ' The 
effectiveness of the Budget machinery depends upon 
its independence of departments and its complete de
pel'dence upon the President. 

President Harding in his letter to the Joint Committee 
on the Reorganization of the Administrative Branch 
of the Government, suggesting the changes in existing 
organization that in his opinion should be made, urged 
that this action be taken. The Joint Committee in its 
report, formulated after exhaustive hearings, concurred 
in this recommendation and included in the bill drafted 
by it to put its conclusions into force a provision to that 
effect." 

Especially is this change desirable if the recommenda
tions in the next succeeding chapter having for their pur
pose to emphasize the functions of the Bureau of the 
Budget as a bureau of general administration are put 
into effect. 

'68 Cone., H. doc. 3S6. June 30 IlP40 



CHAPTER XIX 

THE BUREAU OF THE BUDGET AS A BUREAU 
OF GENERAL ADMINISTRATION 

It has been pointed out that the significance of the 
enactment of the Budget and Accounting Act went far 
beyond that of merely providing for a change in the 
technical methods of estimating the financial needs of 
the government. In many respects its most fundamental 
feature is the change that it has effected in the char
acter of the Office of the President. Under its provisions, 
the President now possesses, not merely the nominal, 
but the actual powers and responsibilities of a general 
manager/The Bureau of the Budget is the central 
agency through which he exercises these powers and 
respopsibilities. It happens, however, that at the time 
of the passage of this act there was already in existence 
a number of agencies having for their duties the per
formance of certain activities falling in the field of gen
eral administration, using that term to designate the 
function of exercising the general direction, supervision, 
and control of the administrative services that is essential 
if they are to work in harmony with each other, and the 
maximum of efficiency and economy in operation is to be 
secured. At the time that the Budget and Accounting 
Act was drafted it was thought unwise to attempt in the 
act to modify exising provisions of law relative to those 
services, as to do so would increase the number of issues 
raised by the bill and thus tend to divert attention from 
its main purpose and possibly to jeopardize its passage. 

224 
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Now that the new system has been in successful opera-
tiOil for a period of years and the position of the Bureau 
of the Budget has been firmly established as the chief 
agency through which the President meets his responsi
bilities as general manager, it is believed that the time 
has come when consideration should be given to the de
sirability of abolishing certain, if not all, of these other 
agencies of general administration and of transferring 
their duties to the Bureau of the Budget. 

The advantages of such action are threefold. In the 
first place, it will result in a concentration of responsi
.bility for the performance of a distinct function in a 
single agency, instead of having it diffused among a num
ber of independent or coordinate agencies. Such a con
centration is generally recognized as one of the canons 
of correct administrative organization. Secondly, it will 
improve the general administrative system of the govern
ment by diminishing by just so many the number of sepa
rate administrative agencies. There is general agreement 
that there is great need for a thorough reorganization of 
the administrative branch of the government and that 
such reorganizatior:t should have as one of its main ob
jects the reduction in the number of independent ad
ministrative services. Taking this action would repre
sent a move in this direction and simplify to that extent 
the problem of administrative reorganization. Thirdly, 
there can be no question that such action would make 
possible the achievement of substantial economies by the 
reduction in overhead and general costs and the more 
effective utilization that can be had of plant and per
sonnel where they are under a common direction and 
control. 
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The agencies, to the merging of which in the Bureau 
of the Budget consideration, it is believed, should be 
given are as follows: 

I. Bureau of Efficiency 
2. General Supply Committee 
3. Public Buildings Commission 
4. Joint Committee on Printing 

Though it is the opinion of the writer that all four 
of these agencies should be abolished and their duties 
transferred to the Bureau of the Budget, the arguments 
in favo"r oHaking this action are much stronger in some 
cases than in others. Action in respect to each thus pre~ 
sents a separate problem and a decision to refrain from 
acting in one case should not deter action in another. 
A brief consideration of each case follows. 

Abolition of the Bureau of Efficiency and the Trans
fer of Its Duties to the Bureau of the Budget. The 
legisl\ltive history of the Bureau of Efficiency is as fol
lows. The legislative, executive, and judicial appropria
tion act for 1913 directed the Civil Service Commission 
to establish a system of efficiency ratings for the classi
fied service in the executive departII'lents in the District 
of Columbia. An appropriation to put this direction into 
effect was supplied by the appropriation act for the next 
year, which also directed the Civil Service Commission 
to investigate and report to the President with its rec
ommendations on the administrative needs of the service 
relating tei personnel in the executive departments in the 
District of Columbia.' Accordingly, the Civil Service 
Commission established a Division Ilf Efficiency and 
began the work.' The appropriation act for 1916 carried 

• 37 Stal. L. 739. 750-
'Ciw Service Commission, Annual Report, 1913. P. :11. 



A BUREAU OF GENERAL ADMINISTRATION '227 

-
an appropriation for the Division of Efficiency, thereby 
giving it legislative recognition, and enlarged its duties 
so as to include the investigation of .. duplication of 
statistical and other work and methods of business in the 
various branches of the government service.'" In 1916 
Congress removed the Division of Efficiency from under 
the Civil Service Commission and erected it into an inde
pendent establishment under the name of Bureau of 
Efficiency. This action was taken by the insertion of an 
item in the urgency deficiency act for 1916: There is 
thus no general organic act defining its status and 
duties. For the most part, if not entirely, the duties as 
set forth by law are to be found in successive appropria
tion acts and take the form for the most part of direct
ing it to undertake specific investigations into specified 
questions of administrative organization and procedure. 
In addition to complying with these directions, the 
Bureau on its own initiative or at the request of the 
several departments, has made numerous studies of ad
ministrative problems and submitted recommendations 
having in view the improvement of administrative or
ganization and procedure. 

It is unnecessary to consider the value of these in
vestigations and recommendations by the Bureau of 
Efficiency. The significant fact is that the function of 
this service represents a complete duplication of that of 
the Bureau of the Budget. The latter, in the discharge of 
its general duties of determining the recommendations 
that it should make to the President in respect to the 
grant of funds to the administrative services is com
pelled to, and does in fact, make detailed inquiries into 

'38 Stat. 1.. 997. 1007 • 
• 39 Stat, 1.. 140 IS. 
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the manner in which these services are organized and con
duct their business. Furthermore, the Budget and Ac
counting Act provides that the Bureau acting on behalf 
of the President shall make studies of the entire organi
zation and business procedure of the several departments 

land establishments, and on the basis of such studies, rec
ommend action having for its purpose to secure greater 
economy and efficiency in the dispatch of public business. 
The section (209) relative to this matter reads as follows: 

The Bureau, when directed by the President, shall 
make a detailed study of the departments and establish
ments for the purpose of enabling the President to deter
mine what changes (with a view of securing greater 
economy and efficiency in the conduct of the public ser
vice) should be made in (I) the existing organization, 
activities, and methods of business of such departments 
or establishments, (2) the appropriations therefor, (3) 
the assignment of particular activities to particular ser
vices, or (4) the regrouping of services. The results of 
such study shall be embodied in a report or reports to the 
President, who may transmit to Congress such report or 
reports or any part thereof with his recommendations on 
the matters covered thereby. 

The appropriation for the Bureau of Efficiency for 
1927 is $210,35°, in addition to which the Bureau is 
provided with quarters, heat, light, etc. On the other 
hand, there is general agreement that the Bureau of the 
Budget is understaffed, particularly in respect to men 
in the upper grades. If the Bureau of Efficiency were 
abolished and but half of its appropriations were trans
ferred to the Bureau of the Budget, that service, through 
the employment of additional experts in the several fields 
of public administration, with a compensation adequate 
to attract the best talent. and other help could do more 
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effective work than is now done by th~ two organizations 
working independently. Even were this not so, the con
centration of responsibility and the simplification of the 
administrative organization as a whole that would result 
would alone justify the merging of the two services. 

Mr. Byrns, who was a member of the special com
mittee on the budget that framed the budget act, and is 
ranking Democratic member of the present Committee 
on Appropriations, has put the case for this action ex
cellently in remarks made by him in the House of Rep
resentatives. When the item for the Bureau of Efficiency 
was reached in the debate on the appropriation bill for 
the independent establishments for 1924, he said: • 

Mr. Chairman, I am frank to say to the committee 
that if I thought it would carry I would offer an amend
ment to strike out the paragraph and eliminate this entire 
appropriation. I say that for this reason: without dis
counting any good that this Bureau of Efficiency has 
accomplished in the past, I feel that the work performed 
by the Bureau is, if not duplication, a work that should 
be and can be done by other bureaus. This bureau was 
established, I think, in 1912 or 1913. At the time it was 
established, there was no bureau or activity of the Gov
ernment which was devoting its time and attention to the 
question of efficiency and economy in the various depart
ments. Since that time we have passed the Budget law. 
The Director of the Budget, a gentleman of very great 
ability, and who has a very earnest desire to serve the Gov
ernment, has under his control appropriations amounting, 
if I mistake not, to $190,000; and .)Vhen you add to that 
the salaries paid to other employees in the departments 
who are detailed to the Bureau of the Budget, this bureau 
is costing the Government, if I remember correctly some
thing like $300.000 per year, and he has salaried officials 
getting five and six thousand dollars a year, one of whom 
• c..,. R ...... Febnau7 .. I~ 
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is stationed in each one of the various departments, and 
for what purpose? For the purpose of keeping in touch 
with the department and ascertaining and informing the 
Director of the Bureau of the Budget and the President 
as to just what is being done, what employees can be 
eliminated, and when activities can be coordinated and 
combined so as to save the Government money and enable 
him, as Director of the Budget, to make recommenda
tions of economy to the President of the United States. 
Under these circumstances why have a Bureau of Effici
ency performing, as I say, largely the very same duties 
that are being performed by this very efficient Director 
of the Bureau of the Budget with his very large staff? 

Mr. Wood, who was in charge of the bill, while oppos
ing the abolition of the Bureau of Efficiency, endorsed 
Mr. Byrns' position that there was a strong argument in 
favor of merging the two organizations. Following 
Mr. Byrns' remarks he said: 

There is some reason for the contention of the gentle
man,irom Tennessee. It would be consistent to con
solidate the Bureau of Efficiency with the Bureau of 
the Budget for the reason that the Budget Bureau, in 
making its estimates, must depend upon surveys made 
in the various departments, and the only agency to con
duct these surveys except an advisory agency within 
that bureau is the Bureau of Efficiency .... Like the 
gentleman from Tennessee, I would like to make the 
Bureau of Efficiency a part and parcel of the Bureau 
of the Budget. But you should not destroy it because if 
you did you would destroy the very means whereby the 
Budget is saving millions of dollars to the Treasury of 
the United States. 

Mr. Good, the author of the Budget and Accounting 
Act, has likewise taken the position that with the erection 
of the Bureau of the Budget there was no longer any 
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need of maintaining the Bureau of Efficiency as a 
separate organization. In a debate that took place on the 
deficiency appropriation bill for 1921, he thus said: • 

As I view it, there is no place now for the Bureau of 
Efficiency. The Bureau of Efficiency ought to be taken 
over by the President and turned over to his budget staff, 
and whatever force he has there that he feels it is desir
able to retain ought to be turned over to the Bureau of 
the Budget and the money spent there. 

In conclusion, it should be pointed out that it is not so 
much a question of the two organizations duplicating 
each other's work as that the function or field of activities 
of the two are the same, and that, in view of this, in
creased efficiency, economy, and simplicity of organiza
tion would result from merging the Bureau of Efficiency 
with the Bureau of the Budget. 

Transfer of the General Supply Committee from the 
Treasury Department to the Bureau of the Budget. 
Congress has enacted from time to time many provisions 
of law governing the matter of the purchase of supplies 
by the administrative departments and establishments.' 
In 1894 it created a board, afterwards known as the 
Board of Awards, to compare all bids for the furnishing 
of supplies and to recommend the acceptance or rejec
tion of them.' This represented the first step toward the 
establishment of central control over the performance 
of this administrative duty. In 190') by executive order, 
and a year later by act of Congress • this board was sup
planted by the present General Supply Committee, which 
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is attached to the Treasury Department and composed 
of one representative from each of the executive depart
ments and four others representing the more important 
independent establishments. Its duty, to quote from the 
Congressional Directory, is " to make an annual schedule 
of required miscellaneous supplies for the use of each 
of the executive departments and other Government 
establishments in Washington, to standardize such sup
plies, eliminating all unnecessary grades and varieties, 
and to solicit bids based upon formulas and specifications 
drawn up by such experts in the service of the Govern
ment as the committee may see fit to call upon, who shall 
render whatever assistance it may require, provided that 
the articles intended to be purchased in this manner shall 
be those in common use by or suitable to the ordinary 
needs of two or more such departments or establish
ments." Supplies are actually ordered by the several de
partments, in accordance with the contracts entered into 
by the Committee, acting on behalf of all the departments 
arid establishments, and are paid for from appropriations 
made to them for such purpose. The Committee thus acts 
as a central contracting rather than a central purchas
ing or supply agency. After the armistice in 1918 the 
General Supply Committee was, by executive order, 
given direct charge of the transfer and sale of surplus 
office material and supplies in the District of Columbia. 
In 1919 it was designated, by executive order, as the 
central agency for maintaining records. of supplies 
throughout the country and for supplying information 
to all the governmental establishments regarding the 
availability of surplus supplies and equipment, and the 
departments were forbidden to purchase any supplies 
whic~ could be obtained through the General Supply 
Committee. 
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In Part IV, dealing with the-execution of the budget, 
account has been given of the activities of the Bureau 
of the Budget in coordinating and improving the work 
having to do with the purchase, custody, and utilization 
of supplies. In performing this work it has worked in 
close cooperation with the General Supply Committee to 
such an extent, indeed, that it lists the General Supply 
Committee as one of its coordinating agencies. The work 
of this Committee has nothing to do with the essential 
functions of the Treasury Department. The attachment 
of this service to the Bureau of the Budget as one of its 
subordinate agencies would give to that Bureau an 
agency of which it has need and at the same time con
tribute to the achievement of the end sought iIi all pro
posals for improving the organization of the govern
ment; that, namely, of having each department as far as 
possible embrace only those services having directly to 
do with the performance of its major function. As has 
been stated, the Committee in fact operates largely as an 
agency of the Bureau of the Budget. It is desirable that 
this situation should be made a legal one by express pro
vision of law. Especially is this desirable if the Bureau 
of the Budget. as is elsewhere recommended. is taken 
from under the Treasury Department and made an inde
pendent agency directly attached to the Office of. the 
President. 

Abolition of the Public Buildings Commission and 
the Transfer of Its Duties to the Bureau of the 
Budget. The Public Buildings Commission was created 
by Section 10 of the legislative, ex.ecutive. and judicial 
appropriation act of March I. 1919.- This Commission 
is composed of two Senators appointed by the President 

·40 Stat. 1.., .8.30 .q. 
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of the Senate, two members of the House of Repre
sentatives, appointed by the Speaker of the House, the 
Superintendent of the Capitol Building and Grounds, 
the officer in charge of public buildings and grounds, and 
the Supervising Architect of the Treasury Department. 
The duties of this Commission, as set forth in the act, 
are to have" absolute control of and the allotment of all 
space in the several public buildings owned or leased by 
the United States .in the District of Columbia, with the 
exception of the Executive Mansion and the office of the 
President, Capitol Building, Senate and House Office 
Buildings, the Capitol power plant, the buildings under 
the jurisdiction of the Regents of the Smithsonian Insti
tution, and the Congressional Library Building, and shall 
from time to time assign and allot for the use of the 
several activities of the Government, all such space." 

There can be no doubt that there was great need for 
the vesting in some central· authority of general control 
over the allotment of space in the public buildings to the 
several administrative services. Nor is there any doubt 
that the Commission has rendered a great service and 
produced important economies in the performance of its 
duties. It is submitted, however, that this function of 
determining how available quarters can best be dis
tributed among the several administrative services is 
distinctly an executive one, and as such responsibility 
for its performance should be vested in the Chief Execu
tive. Though the executive branch is represented on the 
Commission, the representatives of Congress are in a 
majority, and the Commission functions as a subordinate 
agency of that body. Its annual report is rendered to 
Congress and not to the President. The latter has abso
lutely no voice in the exercise of this important duty of 
a general manager. 
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At the time that this Commission was"created it would 
have been futile to have imposed this duty upon the 
President, since the position of the President as general 
manager had not been established; nor did he have any 
agency through which he might have met this obligation 
had it been imposed upon him. Since then the Budget 
and Accounting Act has been passed, which has given 
to the President direct responsibility as head of the ad
ministration and has provided him, in the Bureau of the 
Budget, with an agency through 'which he can bear his 
new responsibilities. Account should be taken of this 
new condition of affairs. Congress should be relieved of 
a duty that is in no way legislative, and the President be 
given the same authority to control this feature of busi
,ness administration that he had to control other matters 
of administrative procedure, it being provided that this 
duty should be exercised through the Bureau of the 
Budget. 

If this action is taken it is to be presumed that the 
Bureau will make provision for some advisory com
mittee on which the several departments and establish
ments will have representation, to the end that each will 
have full opportunity to make known its needs and 
desires. As in the case of the other recommendations 
made in this chapter, action in this way will incidentally 
achieve the collateral ends of centralizing authority and 
responsibility and simplify the organization of the gov
ernment by a reduction in the number of the independent 
agencies made use of in the conduct of public affairs. 

Transfer of Certain Executive Powers of the Joint 
Committee on Printing to the Bureau of the Budget. 
The problem of the control of public printing with a 
view to securing the elimination of waste is in some 
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respects analogous to that of the control of quarters with 
a view to securing the most effective utilization of space 
available. The body in which this control is now vested 
is the Joint Committee on Printing. This Committee, 
which is composed of three members of the Senate and 
three members of the House, was created by act of 
August 3, 1846, but its principal duties are set forth in 
the printing act approved January 12, 1895." It will be 
noted that this Committee differs from the regular com
mittees of Congress in'that it was created and its duties 
defined by legislation instead of the rules of the two 
houses. It thus has practically the same legal status as 
the other administrative agencies of the Government. 

For many years after its creation this Committee had 
for its only function the supervision of the operation of 
the Government Printing Office and the performance of 
certain duties in respect to the printing of purely con
gressional documents. In 1919, however, it was author
ized, by a section contained in the legislative, executive, 
and judicial appropriation act for 1920. "to adopt and 
employ such measures as, in its discretion, may be 
deemed necessary to remedy any neglect, delay, duplica
tion, or waste in the public printing and binding and the 
distribution of Government publications." This power of 
remedying waste was interpreted by the Committee as 
giving to it the authority to control what publications 
should be issued by the administrative services, the size 
of editions, etc." The same law also provided that all of 
the many periodicals which had sprung up during the 
war were to be discontinued unless specifically authorized 
by Congress, but on the approval of the Joint Committee 
on Printing a publication having no specific authority 

"28 Stat. 1., 6c1l • 
.. 40 Stat. L.. 1213. 1270-
·See COJlf/. RIC.,d, Dec. 7. 1921. 
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from Congress could be conttnued until the end of the 
next session of Congress. 

In view of the fact that the Government Printing 
Office is an institution for the execution of congressional 
printing as well as printing for the executive depart
ments there may be some justification for Congress look- . 
ing upon it as one of its subordinate agencies and con
sequently taking the position that it is proper to provide 
for the supervision of its operation by a congressional 
agency such as the Joint Committee on Printing. There 
is, however, no justification for its seeking to make use 
of this Committee to perform the function of adminis
trative control in the executive field. As in the case of the 
Public Buildings Commission, there is no doubt that it 
was highly desirable that a control should have been set 
up over the administrative departments and establish
ments in respect to the issue of publications, and espe
cially the issue of periodicals. And, in the 'absence of 
any agency of general administration. in the executive 
branch, it is understandable that Congress should have 
vested this power of control in the Joint Committee on 
Printing. With the creation of the Bureau of the Budget, 
there is now in existence an executive agency peculiarly 
fitted to exercise this control. In its investigation of the 
expenditure needs of the services it is in a position to 
determine their requirements in respect to the publication 
of the data collected by them and the results of their 
scientific inquiries. The time has arrived, therefore, 
when the jurisdiction of the Joint ci>mmittee on Print
ing should be restricted to the operation of the Govern
ment Printing Office as a printing plant and the control 
now exercised by it over publications issued by the de
partments and establishments should be transferred to 
the Bureau of the Budget. 

17 
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It is of interest to note that this principle has been in 
part recognized by Congress in the passage of the joint 
resolution of May II, 1922," which vests in the Director 
of the Bureau of the Budget control over the issue by 
the departments and establishments of periodicals. This 
resolution reads: 

That hereafter the head of any executive department, 
independent office, or establishment of the Government 
is hereby authorized, with the approval of the Director 
of the Bureau of the Budget, to use from the appropria
tions available for printing and binding such sums as 
may be necessary for the printing of journals, magazines, 
periodicals, and similar publications as he shall certify in 
writing to be necessary in the transaction of the public 
business required by law of such department, office, or 
establishment. 

The circumstances leading up to the passage of this 
resolution are very interesting and have a direct bear
il!g upon the subject under consideration. In the con
sider,ation of the legislative, executive, and judicial ap
propriation bill for 1921, Congress inserted a provision 
vesting in the Joint Committee on Printing authority 
over the issue of periodicals by the administrative ser
vices in mimeograph as well as printed form. This pro
vision caused President Wilson to veto the bill II as an 
invasion of the province of the Executive and calculated 
to result in unwarranted interference in the process of 
good government." In his veto message the President 
stated very clearly the principle here contended-that the 
function of administrative control should be vested in an 
administrative agency and not in Congress. Particularly 
is this principle violated where there is in existence an 
administrative agency adapted to the performance of 
this function. In his message the President said in part: 

.. 42 Stat L., 54'· 
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If we are to have efficient and economical business 
administration of Government affairs, the Congress, I· 
believe, should direct its efforts to the control of public 
moneys along broader lines, fixing the amounts to be 
expended and then holding the executive departments 
strictly responsible for their use. This can be accom
plished by the enactment of legislation establishing an 
effective budget system, which I have heretofore urged. 
The Congress and the Executive should function within 
their respective spheres. . . . The ~ongress has the 
power and the right to grant or deny an appropriation, 
or to enact or refuse to enact a law; but once an appro
priation is made or a law is passed, the appropriation 
should be administered or the law executed by the execu
tive branch of the Government. In no other way can the 
Government be efficiently managed and responsibility 
definitely fixed. 

Relief of Director of the Bureau of Budget of Par
ticipation in the Work of the Personnel Classifica
tion Board. In the preceding pages the recommendatioll 
has been made that certain functions of general adminis
tration now vested in other agencies be transferred to 
the Bureau of the Budget as the central agency for gen
eral administration now possessed by the government. 
The principle that should govern in determining the sCope 
of duties of an organ of general administration is that 
its functions should pertain exclusively to that of gen
eral direction. supervision, and control of the operating 
services. It is highly inadvisable that such an organ 
should be given operating duties. -This principle has 
been violated in making the Director of the Bureau of 
tlle Budget or his representative one of the three ment
bers of the Personnel Oassification Board whose duty 
it is to administer the provisions of the .. Oassification 
Act of 1923."· The other two mentbers of this Board 

.... stat. 1., 1488. l~ 
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are representatives of the Civil Service Commission and 
the Bureau of Efficiency. At the time that the act wa~ 
under consideration in Congress, a difference developed 
in respect to whether the administration of the act should 
be entrusted to the Civil Service Commission or the 
Bureau of Efficiency. This difference was adjusted 
through the adoption of the compromise plan of vesting 
the administration of the act in a Board on which each 
of these organizations, as well as the Bureau of the 
Budget, would be represented. Like most compromises 
this plan has sl!tisfied no one and has given rise to great 
friction in operation. It is the opinion of practically all 
students of personnel administration that the administra
tion of this act should have been vested in the Civil Ser
vice Commission as the central agency of the government 
in respect to the administration of personnel matters. 
By so doing the correct principle of concentrating re-

/

sponsibility for a distinct function instead of distributing 
it awong a number of organizations would be put into 
ex~ution. Both from the standpoint of relieving the 
Bureau of the Budget from the performance of a duty 
not pertaining to its primary function, and which in 
practice has seriously interfered with the performance 
of this essential duty, and from that of improving the 
system for administering the Classification Act, it is thus 
highly desirable that the Personnel Classification Board 
should be abolished and its duties transferred to the Civil 
Service Commission. Incidentally, this will diminish by 
one the number of independent agencies of the govern
ment, an end which, as has been repeatedly pointed out, 
is desirable as a feature of improving the general ad
ministrative organization of the national government. 



CHAPTER XX 

THE USE OF SUPPLEMENTARY BUDGETS 

It has been repeatedly pointed out that one of the 
essential features of a correct budget system is that the 
legislature shall be given at one time and through the use 
of one document, known as the budget, a complete picture 
of the financial condition, operations, and needs of the 
government. The practice of short circuiting, as it were, 
certain classes of receipts or expenditures and of not 
having them figure in the budget, or of having two or 
more separate budgets is a fatal defect. Notwithstand
ing this, examination of the character of the activities 
and financial operations of most governments, and par
ticularly that of the United States, shows that there are 
certain services which are of a very special character 
and which consequently should be handled in a special 
way in the budget. Reference is here had to those ser
vices, such as the Postal Service, the Panama Canal, the 
United States Emergency Fleet Corporation, the Alaskan 
Railway, etc., which, as a prime feature of their opera
tions, are productive of revenue and which may, there
fore, be given the general designation of revenue-pro
ducing enterprises. 

From the standpoint of financial fdministration these 
services differ radically from the ordinary administra
tive services. Only to a negligible extent do the opera
tions of the latter produce an income. and the cost of their 
operations has, therefore, to be met from the general 
fund, the increments of which are derived for the most 

lI4I 
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part from general taxation. In contrast to these services 
. those, here designated as revenue producing, present a 
condition where there is a direct relationship between 
revenue and expenditures and the general principle fol
lowed is that of having the latter as far as possible met 
out of the former. It results from this that while the ex
tension of the operations of an ordinary administrative 
service makes a corresponding increased charge on the 
general fund, no such result follows in the case of a 
revenue producing service since, normally, expansion in 
the work of such a service produces a corresponding 
income. 

It is thus evident that the general financial resources 
or condition of the government are only affected to the 
extent to which such a service, as the result of its opera
tions produces a surplus that can be turned over to the 
general fund or a deficit that has to be met from such 
fund. From the general budgetary standpoint all that is 
required, therefore, is that the general budget shall carry 
in the case of each revenue producing enterprise this 
item showing the net result of its operations. This can 
be secured by having a special budget for each of the 

[

enterprises, the net result of which is tied into the general 
budget in the manner indicated. These budgets are sup
plementary budgets, since they are not independent of the 
general budget but constitute as they were supporting 
documents to that budget. 

There are a number of reasons why the operations of 
these enterprises should in each case be carefully segre
gated and given the independent consideration that is 
suggested. 

In the first place these services have practically the 
same character as private enterprises conducted for gain. 
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It is in the highest degree desirable that each should have 
its own accounting system, its own statements of assets 
and liabilities, its own operating statements, etc., to the 
end that precise information may be available of the 
extent to which such service is self-supporting, is pro
ducing a net profit, or is run at a loss. 

Secondly, any attempt to include the gross receipts 
and disbursements of these services in the general budget 
not only unduly swells both sides of the account and pro
duces, from the standpoint of the taxpayer, a certain 
misconception regarding the cost of the government and 
the growth of government expenditures, but also neces
sitates the inclusion in the general budget of a great mass 
of details. 

Thirdly, each of these services represents a distinct 
problem requiring independent consideration. If each 
has its own budget containing its own balance sheet, 
operating statements, analysis of receipts and expendi
tures, etc., not only can the exposition of financial con
dition, operations and needs be made much more elabo
rate, but the special considerations involved can also be 
given more effective consideration. 

Finally, the appropriation policy of Congress in respect 
to such services should be quite different from its policy 
in respect to the ordinary administrative service. In 
respect to the latter, Congress not only fixes rigidly the 
total of the expenditures that may be made by each ser
vice, but specifies in detail the purpo~ or objects of such 
expenditure, the number of employees that may be em
ployed in each class or at a given salary, etc. It is a ques
tion whether it is feasible or desirable that it should do 
this to the same extent in the case of revenue producing 
enterprises. To attempt to prescribe the number and 
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compensation of technical employees, such as ship 
masters, locomotive engineers, etc., would unduly tie 
~e hands of administrators and throw upon Congress 
a burden of work that is beyond its competence. 

All of the foregoing considerations can be met by 
setting up each of these revenue producing services as a 
subsidiary corporation, with its own board of directors, 
its own personnel, and its distinct accounting, reporting 
and budget system, the net results of the latter, however, 
to be tied into the general budget in the manner that has 
been suggested. By this device the conflicting considera
tions of an all-comprehensive budget and independent 

~ consideration of the financial operations and needs of 
I these special services is secured. 

It cannot be too strongly emphasized that the adoption 
of this device, instead of weakening, strengthens con
gressional control. Under it the conduct of the financial 
affairs of these corporations may be subjected to appro
priation control that is not attempted at the present time. 
Th~ \ only difference from the appropriation standpoint 
will be that appropriations for the support of the several 
services will read as appropriations to be met out of the 
revolving fund of each corporation instead of from the 
general fund, and that the only appropriation required 
from the latter fund will be when the revenues of the 
service are not adequate to keep such revolving fund at 
a proper figure. In like manner, if it is desired, the 
Comptroller General can be given the same responsi
bility in respect to the audit and settlement of the ac
counts of these services that he has in respect to the 
accounts of the other services.' 

• Special mention is made of this point, .iuee at least one Secretary of the 
Treuury bas takeo the mistakeo position that the creation of .ublidi....,. 
corporatioDi IJld the use of reoolving funds _eel the oerviceo to which 
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The attempt is not here made to enumerate all of the 
services of the national government for which supple
mentary budgets are suggested. Among those which 
should be so treated are, however, at least the following: 
The Postal Service, the Panama Canal, the Alaskan 
Railway, the United States Emergency Fleet Corpora
tion and the Inland Waterways Corporation. In addition 
to these, there are certain other services, such as the 
Forest Service, the Bureau of Reclamation, and the 
Center Market in the District of Columbia operated by 
the Agriculture Department, which it may, upon exami
nation, prove to be desirable to have handled in the same 
way. 

they related from both the control of Congress and the Comptroller General. 
See Annual Report of the Secretary of the Trea....." Carter Glass, for 1919. 
P. la6, If..". For. fuller otatmaont of the desirability of the aatioDaI 
BOvemmont making use of IUbsidiary corporation. see tbe paper by the 
present writer· The National Government as • Holding Corporation: The 
OueatiOll of Subsidiary Budgets·, Polilical Scin£, Q"""rrly. December 
1917. and reproduced ... chapter In the author'. work, • The Problem of • 
Nationa1 Budcet.· Institute for Government Researcb, Studies In AdmInis
tration (1918). A more recent work on the same.....,ra1 subject is Harold 
Archer Van Dorn, Government Owned CorporatiooJ, (19"6). 



CHAPTER XXI 

ELIMINATION OF THE DISTRICT OF 
COLUMBIA FROM THE BUDGET 

Elsewhere' the author has pointed out that one of the 
important steps that should be taken for the improve
ment of the organization of the national government is 
to wi~hdraw as far as possible from the field of local 
administration. In the case of the District of Columbia 
it is recognized that the situation is a special one, and that 
the present arrangement whereby Congress acts as the 
local legislature for the District may have justification. 
This arrangement, however, furnishes no justification 
for many administrative duties which are of a purely 
local concern being undertaken by national administra
tiv~ ,agency. The principle that should be followed should 
be that-of vesting in the local government complete re
sponsibility for the conduct ·of local affairs. 

As matters now stand, not only do purely national 
agencies, such as the War Department, have charge of 
local matters, but from the standpoint of financial ad
ministration, the District of Columbia is treated prac
tically as an administrative department. Its estimates 
have to be submitted to the Bureau of the Budget and 
are there passed upon and revised precisely as are the 
estimates of the federal administrative agencies. This 
most important executive function, that of making 

• W. F. WiUoughby: The Reorganization of the Administrative Branch of 
the Naticmal Government (1923), Institute for GovemlUent Rese&Icb, 
Studies in AdmiDistnt!on. 
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known to the fund-raising and fund-granting authority, 
the financial requirements of the organization admin
istered, is performed, not by the executive organ of the 
District Government, but \>y a federal officer. 

It is submitted that this is both wrong in principle and 
unsatisfactory in practice. Congress having set up a 
local government, and placed at its head the Commis
sioners of the District, should make it a part of the re
sponsibilities of those officers to submit to it, an annual 
budget, corresponding to the federal budget, in which is 
set forth a full report of financial operations in the past, 
existing financial condition, and an estimate of future 
financial needs. If it is desired that certain limitations 
should be placed upon the Commissioners, that, for ex
ample, they should keep their estimates of expenditures 
within estimated current income, these can be provided 
for by the act governing the preparation and submission 
of the budget. The budget of the District of Columbia, 
when received by Congress, can be handled precisely as 
the District estimates are now handled, or, if it is de
sired, they can be handled by the Committee on the Dis
trict of Columbia. The important consideration from the 
administrative standpoint is that the budget of the Dis
trict of Columbia shall be a distinct budget and not a part 
of the federal budget, that responsibility for this budget 
be exclusively vested in the District Commissioners, and 
that the Bureau of the Budget be relieved of all responsi
bility for either the preparation and submission of the 
District budget or for its subsequent "execution. 

The arguments in favor of this recommendation, to 
recapitulate in part what has already been said, are: 
( I) That it will contribute to the important end of dis
tinguishing between and separating the conduct of fed-
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eral and local government; (2) that it will concentrate 
responsibility for the formulation of a financial and work 
program for the District in a single body, the Commis
sioners of the District of Columbia, instead of having 
that responsibility divided between that body and the 
Bureau of the Budget, one a local and the other a federal 
agency; (3) that it will lessen the duties and responsi
bilities of the Bureau of the Budget and permit it to 
concentrate its attention upon purely federal agencies; 
and (4) that it wi11lay the basis for a segregation of the 
accounts of tht!J local government from those of the 
federal government so that the receipts and expenditures 
of the former will no longer appear, as they now do, 
among the receipts and expenditures of the latter. Fi
nally, it may be said that this arrangement will undoubt
edly be welcomed by the citizens of the District and tend 
to remove certain friction which has existed in the past. 



CHAPTER XXII 

IMPROVEMENT OF THE APPROPRIATION 
SYSTEM 

Throughout this work emphasis has been placed upon 
the distinction between the budget and the appropria
tion acts which represent action upon the budget pro
posals. The budget is an information document and 
as such can scarcely enter into too great detail in re
porting upon past action and in making known future 
needs. Though the appropriation acts should be based 
upon and follow the general scheme of presentation of 
estimates no greater mistake could be made than.in mak
ing the appropriation acts conform in detail to the budget 
presentation. There is thus a problem of determining 
the character of the appropriation system of a govern
ment which, though related to, is distinct from that of 
determining the character of the budget. 

In other chapters a description has been given of many 
improvements that have been made in the appropriation 
system of the national government as a result of the 
adoption of the budget system/The more important of 
these are: the vesting of all authority to frame appro
priation bills in the hands of a single committee in each 
House; the adoption of the unit of organization as the 
primary basis for the classification of appropriations, 
and the adoption of lump sum appropriations for salaries 
and wages, and to a large extent for public works. There 
still remains other ways in which the appropriation sys-

1149 



250 THE NATIONAL BUDGET SYSTEM 

tem can be greatly improved which it is the purpose of 
the present chapter to indicate. 

Abolition of Permanent Appropriations. Logically 
the budget should contain a complete statement of the 
expenditure needs of the govermnent for the year to be 

\ 

financed, and the appropriation acts a complete statement 
of the funds voted for that purpose. The achievement 
of this end is prevented by the existence at the present 
time of a large number of so-called permanent appro-
priation acts. These acts, instead of providing for the 
grant· of specific sums for a given fiscal year, give a 
permanent authorization to expend covering a number 
of years or running indefinitely, and they may be 
" definite" in that they fix the amounts that may be ex
pended each year, or " indefinite" in that they authorize 
the expenditure of such sums as may be necessary for 
the achievement of the specified purpose. The budget 
makes its presentation complete by including the ex
penditures called for by these acts of permanent legisla
tion, being careful to indicate, however, the items that 
are already provided for by such acts. The annual appro
priation acts, however, do not include such items, since 
appropriations therefor have already been made by 
permanent statute. The result is that the total of the 
appropriation acts does not represent the total of the 
moneys that have been voted for carrying on the opera
tions of the government during the year. The importance 
of this system of permanent appropriations can be seen 
from the statement of such appropriations given in the 
budget, that document listing ninety such appropriations 
calling for a total expenditure, during 1926, of $1,405,-
719,773.24-
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In the opinion of the writer, this whole system of 
permanent appropriations is difficult of defense, with the 
possible exception of a few cases where the government 
has assumed obligations of a permanent contractual char
acter or adopted a permanent policy, such as reduction of 
debt through a sinking fund. The objections to this sys
tem are that it complicates the problem of determining 
and making provision for the financial needs of the gov
ernment, introduces an element of uncertainty in deter
mining the total funds voted for the support of the gov
ernment or for particular purposes for a given year, and 
seriously impairs the power of Congress in respect to the 
exercise of its function of direction and control over 
the spending services of the government. The fact that 
the expenditures called for by these acts are permanently 
authorized means that items for them cannot be included 
in the annual appropriations biIIs and thus do not come 
before Congress for review when those biIIs are under 
consideration. When the appropriation act for the De
partment of Agriculture, for example, is under con
sideration, it is natural that most members of Congress 
and the public should believe that the total carried by that 
act was the total voted for the work of that department. 
Only the comparatively few who are familiar with the 
system know that this department wiII have a further 
sum of over $12,000,000. which is provided for by 
permanent appropriation acts. 

Even if it is admitted that there are a few cases where 
permanent appropriations may be juStified, there can be 
little doubt that the great majority of existing appropria
tions of this character cannot be upheld and should be 
abolished. Why. for example, should there be a perma
nent appropriation of $3.000,000 for meat inspection, 
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Bureau of Animal Industry? The evils of this system 
were recognized by the first Director of the Budget and 
were po~nted out in his first annual report. In that report 
he said: , 

The whole habit of making continuous appropriations 
to which the Government has been committed in the past 
is only an encouragement to a lack of scrutiny of public 
work by the head of the department under which it is 
carried on, and an encouragement to shiftlessness and 
carelessness on the part of subordinates more directly 
concerned in it. The more rigid the system under which 
continuous attention to the conduct of the business of 
government is made mandatory on the part of Congress 
and the business administration the more efficient will 
be the conduct of government. 

There exists such a mass of undetermined liabilities 
arising out of unexpended appropriations of former 
years, and so much resulting uncertainty as to the true 
amount of expected receipts and expenditures, that it 
would seem that Congress should recognize the situation 
and immediately repeal all outstanding continuous appro
priliHons and ~' revolving funds," save in those cases, if 
any, where the particular character of governmental 
activity may require a limited fund as working capital, 
giving, of course, proper recognition to legally enforce
able obligations standing against them. Thus again the 
relative importance of projects may have the considera
tion by Congress and the Executive alone made possible 
by this course. By such an act there will be uncovered 
for reconsideration a number of practically forgotten 
projects which are eating up money that would not be 
devoted to such a purpose if the present situation had 
been in the mind of the appropriating power when it first 
acted. 

That the present chairman of the Committee on Ap
propriations of the House is likewise convinced of the 

'Bureau of the Budget, Annual Report, lpal, pp. 13-14-
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desirability of abolishing many of the permanent appro
priations is well mown. It is to be hoped, therefore, 
that he, working in cooperation with the Director of the 
Bureau of the Budget, the Secretary of the Treasury, 
and the Comptroller General, will succeed in accomplish
ing something in the way of improving the present 
swollen system of permanent appropriations. 

Curtailment of Special Revenue and Expenditure 
Funds. Closely related to, if not constituting an essential 
part of, the permanent appropriation system is the 
practice of the national government of setting up special 

(

funds for the financing of particular services or activi
ties. As has already been pointed out this practice is 
highly desirable in the case of those revenue-producing 
services which should in effect be treated as subsidiary 
corporations and financed through a supplementary bud
get and working capital or revolving fund. The use of 
special funds is also justified in the financing of supply 
services through the device of a revolving fund and when 
trust obligations have to be met. Except in these special 
cases, the practice of assigning particular classes of 
revenue to particular services or activities, which neces
sitates the creation of a special fund, should be avoided. 

The objections to this practice are much the same as 
those against permanent appropriations, it introduces 
confusion in the statement of public income and expendi
ture, complicates the work of accounting, and weakens 
the control of Congress over expen<!itures by removing 
from that body the necessity for annually determining 
the grant of money that shall be made for the purpose 
for which the fund is set up. Except in the cases that 
have been mentioned the general policy should be that 
of having all public receipts covered into the General 

18 
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Fund and all expenditures met by annual appropriations 
from that fund. As in the case of permanent appropria
tions, it is thus desirable that a careful study should be 
made of existing special funds with a view to the aboli
tion of those for which an adequate justification cannot 
bema.de. 

Change in Treatment of Unexpended Balances of 
Appropriations. Attention has been called to the fact 
that the totals carried by the annual appropriation acts 
do not represent the total of funds that are available for 
expenditure by the several departments or the govern
ment"as a whole, due to the existence of permanent ap
propriations aggregating over $1,400,000,000. Even if 
account is taken of this last factor, the picture is still 
incomplete. This arises from the fact that, under the 
law, the balances of annual appropriations previously 
made that are unexpended during the year remain avail
able for expenditure for two years after the close of 
the fiscal year to which they relate in the settlement of 
obligations incurred during that year. The aggregate 
of such unexpended balances of prior appropriatiofls con
stitutes a very large sum. 

The reason for thus permitting appropriations to be 
drawn upon after the year for which they were made is 
closed, is evident. It is a physical impossibility for the 
spending services definitely to settle and pay all claims 
arising out of the operations of a year during that year. 
Contracts for the rendering of services or the furnishing 
of supplies are entered into shortly before the end of the 
year which cannot be executed until after the year 
is closed. Even when the contract is executed dur
ing the year differences in regard to the amounts that 
should be paid on account of them often arise that re-
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quire time for adjustment. Two years is believed to be a 
reasonable time in which to adjust all such matters. At 
the expiration of that time any balances remaining un
expended are covered back into the General Fund and 
persons still having unpaid claims must thereafter seek 
relief through Congress authorizing their payment from 
other appropriations. 

That provision should be made in some way for these 
hang-over claims, is evident. An examination of the 
problem, it is believed, will demonstrate that this pro
vision can better be made by authorizing their payment 
out of appropriations made for subsequent years than 
by the device of keeping open the old approprilltions 
for two years after the close of the year to which they 
relate. The objections to the existing system are: that 
it renders it difficult to determine the amounts that are 
available for expenditure by the several services during 
a given year; that it lessens the incentive of the spend
ing services to settle and pay all claims before the year 
comes to a close; and that it entails a great addition to 
the burden of keeping accounts through the necessity 
that it gives rise to for keeping open three sets of ac
counts by both the spending services and the central ac
counting offices, one for the year in progress and one for 
each of the two preceding years. 

In England the system here suggested is the one fol
lowed and great satisfaction is e>.-pressed with it. Thus 

• • one writer says: 

One very powerful check upon phenomenal extrava
gance is the strictness with which -the accounts of each 
financial year are made to end with that year. The 
moment the 31st of March (the end of the fiscal year) 

• A. J. Wilsoa, The NatioaaI Budcet. N.tioDaI Debt, Tues ad Ralet, 
Po 14'/. 
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ends the balance is struck on both sides and credit is 
taken only for the actual money received within the 
twelve months, while all authority to spend, except the 
Consolidated Fund, immediately lapses. If an extra 
credit has been given and, as may often happen, has not 
been all spent within the financial year, the Government 
has no power to continue to draw upon it. Parliament 
must renew it before another penny can be used, and the 
same is the case with ordinary unexpended balances. By 

. this rigorous proviso all concealment of debt and con
fusion of amount of income and expenditures are 
avoided. Each year tells its own tale, and each year the 
Government in power has anew to submit its estimates 
de novo to Parliament. 

To this might be added the further arguments that, 
under this system, the spending services are under a 
powerful incentive to settle and pay claims during the 
year and that direct comparisons can be made between 
the appropriations for and the expenditures of a year. 

An objection to this system might be raised that it is 
imptoper to have an obligation incurred in one year paid 
out of appropriations for another year. There would be 
some validity to this objection if the government kept its 
accounts on the basis of rigidly segregating its opera
tions pertaining to a year. This, however, it does not do. 
Its statements of income and expenditure include all 
receipts and disbursements received or made during 
the year, regardless of the year to which such receipts 
and expenditures pertain. This being so, there i, no 
reason from this viewpoint of maintaining the existing 
system unless it can otherwise be defended. 

If the change is made, the spending services in formu
lating their estimates for appropriations will, of course, 
have to give consideration to outstanding claims that 
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may have to be settled during the year to which the esti
mates relate. This should give rise to no trouble, and a 
requirement that this item be separately estimated for 
would furnish valuable information concerning the out
standing liabilities of the government. 

The change here suggested was in effect advocated by 
the Director of the Bureau of the Budget in his first 
annual report. After calling attention to the eXistence 
of permanent appropriations and the existing practice 
in respect to unexpended balances of appropriations, he 
said: • 

While the Director of the Budget presents with the 
estimates the information necessary to enable Congress 
to make its appropriations in the former way, it is urged 
that if it will pass the budget providing simply for the 
amount actually to be expended during the fiscal year, 
with Executive pressure now being exerted to keep the 
departments within the limits of this expenditure, a con
tinuance of the method will automatically largely elimi
nate the indefinite cash demands currently made in the 
past by departments on account of unexpended balances 
10 addition to their current appropriations. A system by 
which requests for appropriations are based upon the 
actual need of money for disbursement during the fiscal 
year for which the appropriation is made will thus tend 
to prevent hereafter the wide, indefinite, and fluctuating 
margin between the expenditures for any given year and 
the appropriations requested of Congress to cover the 
same period. . . 
Financing of Supply Services. In the operation of a 
government it is usually found desirable to establish cer
tain central agencies for the furnishing of supplies or 
services to all the operating units within a department or 

• A......u Roport, 1911. P. l& 
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for all the services of the government. In the national 
government the chief central supply services of this char
acter are the Government Printing Office, which does, 
with a few negligible exceptions, the printing and bind
ing for all the administrative services, the Bureau of 
Engraving and Printing, which acts as a supply service 
for the Treasury Department in respect to paper cur
rency, bonds, certificates, internal revenue stamps, and 
the like, for the Post Office in respect to postage stamps, 
and possibly does other work for other departments, and 
the G:overnment Fuel Yard which supplies coal for all 
services in Washington. Within the departments there 
have also been created in many cases central services for 
the supply of stationery and allied articles for all the 
bureaus in the department. 

Prior to 1923 the practice was general of voting money 
directly to these supply services sufficient in amount not 
only to defray their adffiinistrative expenses but also 
to lIecure the supplies and to render the service to the 

.\ 

bureaus. This system of appropriation was open to the 
serious objection that, under it, items for these supplies 
and services did not appear as items in estimates of the 
services having the benefit of such supplies or work but 
as items in the estimates for the supply services, and ap
propriations for the services did not include these items. 
The total of the estimates and appropriations for the 
several services was thus misleading as failing to include 
these items. 

This objection can best be met by providing for the 
financing of these supply services through the device of 
the revolving fund. Under this system a single appro
priation is made to the supply service sufficient to provide 
it with working capital, and special appropriations are 
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made to the bureaus to be served by it for purchasing 
from the supply service the supplies or services needed by 
them. The payments made by the operating services are 
credited to the revolving fund, which is thus supplied 
with means for making its disbursements without unduly 
depleting its working capital. Under this system, items 
for the purchase of supplies or services thus appear as 
part of the estimates of the services securing such sup
plies and services, and as part of the appropriations made 
for such services. 

The Government Fuel Yard has been financed since 
its establishment in 1918 in this way. It was not until 
1923, however, that the same policy was adopted in 
respect to the Government Printing Office and appro
priations for printing and binding for the departments. 
That the system has given thorough satisfaction is evi
denced by the testimony of the Public Printer in the 
hearings on the appropriation bill for his establishment 
for 1925. After describing the change in system that had 
been made, he said: 

The new method of financing the Government Print
ing Office has been in operation two years and it has 
worked well. • • . I think that appropriation direct to the 
department is a much more businesslike way of handling 
it. I believe that the departments are conserving their 
appropriations more now since they have to make the 
payments out of their own funds than they did when the 
allotments were made under the Government Printing 
Office appropriation.' 

'Ill c:onnection with this change a further impio'CUtilI ill estimating and 
appropriatinc for printinc ODd hindinc .... mode thtoach the iDsertioa ill 
the appropriation act for 19"3 of a provisioa thai thereaft1:r estimates for 
printinc aod bindinc shooId be made a -",Ie item iD the estimates of the 
deputmonts. This did a-.y with the situation .. h.... _ fe.- this 
pu~ ""'" ill put """ from. nris,,·lIa __ or aJDtiusent ~ 
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The policy that has thus been put into effect in respect 
to the Government Printing Office and the Government 
Fuel Yard should be extended to the other central supply 
services, whether these seryices serve the whole govern
ment or only the subordinate units of a department. 
Especially would it seem that it should be adopted for the 
Bureau of Engraving and Printing. Under the existing 
system the true costs of operating the Post Office and 
particular divisions of the Treasury Department are not 
shown by the estimates, appropriations, and reports of 
expenditures of those services so long as the cost of 
postage stamps, bonds, and certificates figure as part 
of the cost of operating the Bureau of Engraving and 
Printing. 

That this policy is one that receives the support of the 
Bureau of the Budget would appear from the fact that 
a draft for a new .. Public Contract Act," as has else
where been pointed out, provides that the General Sup
ply- Committee shall become a central purchasing and 
supply, as well as a central contracting, agency and that 
it shall be financed through a revolving fund, appropria
tions for the purchase of supplies being made directly 
to the spending services. In addition to greatly improv
ing the whole system of government purchasing and 
supply, it will greatly improve the budget system, as has 
been set forth above. 

Restriction of Appropriations Generally Available 
for Departments. One of the greatest improvements 
following the installation of the budget system was the 
adoption of the unit of organization as the primary basis 
for the classification of estimates and appropriations. If 
this system is to give the best results, the estimates and 
appropriations not only for a department but also for 
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each bureau or other major suBdivision of a department, 
should embrace all items of expense entering into the 
cost of maintaining and operating such department or 
bureau. It has just been shown that this principle was 
violated by the practice formerly obtaining of having 
the cost of supplies and services furnished by central 
supply services figure as part of the cost of maintaining 
such supply services rather than as part of the cOst of 
operating the services served, and how this defect can be 
cured by the adoption of the system of financing the 
supply services through the use of working capital or 
~evolving funds. 

The principle of having the estimates and appropria
tions for the several services complete, is further de
parted from through the practice now obtaining of voting 
money to a department for use by it in meeting certain 
of the expenses of its subordinate units. Thus, for ex
ample, the appropriation act for the Treasury Depart
ment for the fiscal year 1927 contains an item of $480,-
000 for stationery for the Department and all of its 
several subordinate services.· Due to this, the total of the 
estimates and appropriations for the several services of 
the Treasury Department do not embrace all the costs 
of operating such services as their expense for stationery 
is provided for and met out of a general appropriation 
for the Department as a whole. 

It is recognized that there are certain costs which per
tain to the Department as a whole. and cannot be dis
tributed among the individual services. The more im
portant of these are those having ,to do with ~e main
tenance and operation of quarters, including heating, 
lighting, telephone service, and the like. Whenever 
feasible, however, the principle should be followed of 
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avoiding general appropriations for the Department as 
a whole and making specific appropriations to the indi
vidual services. In this way only can the true cost of 
maintaining those services be readily determined and full 
control be exercised by Congress.in the voting of funds. 

It is true that the general appropriation gives greater 
flexibility in the expenditure of funds; but this considera
tion can be met by the device hereafter advocated, and 
to a certain extent employed at the present time, of per
mitting within certain limits of transfers between appro
priation heads within a department. It would seem, 
therefore, that a careful study should be made of exist
ing appropriation heads. with a view to determining 
where it is feasible to substitute specific appropriations 
to the several services in place of general appropriations 
to the department as a whole. 

Revision of Appropriation Heads. Among the changes 
most urgently needed in the present system of voting 
motley is a thorough revision of appropriation heads. At 
no time has the attempt ever been made to work out a 
systematic scheme of items that shall appear in the appro
priation acts. The present system of itemization has 
grown up absolutely at hazard. As a new need was felt, 
a new item was inserted in one of the appropriation bills. 
There was little or no attempt at standardization in 
respect to the language employed in designating the same 
appropriations in different bills. In some cases appro
priations are made in broad general terms leaving a wide 
discretion to the administrative officer as to purposes for 
which the money voted may be applied, in others the 
grants are for highly specialized purposes, this notwith
standing the fact that there may be more reason for seek
ing to control the application of funds through rigid 
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prescription in the former than in the latter cases. This 
condition was graphically described by Mr. Martin B. 
Madden, in remarks made by him in reporting thdirst 
appropriation bill under the new budget system. He 
said: • 

Now I want to make this suggestion in regard to the 
work of the Appropriation Committee. It seems to me 
in the consideration of problems that come before us that 
a great deal can be accomplished by a rearrangement of 
the appropriation paragraphs by which sums of money 
are carried in the various appropriation bills. Some of 
these paragraphs are indefinite in their detail and carry 
very small sums. Some of them express the instru
mentalities for carrying on a given function without 
any reference to the function that is to be accomplished, 
and others express the function without any reference 
to the instrumentalities for which the money is to be 
expended in accomplishing that function. There is prac
tically no uniformity of expression. For example, the 
main appropriation for the Customs Service is carried 
in one paragraph, in one sum of $11,300,000 and occupies 
four or five lines. The appropriations for the Bureau of 
Fisheries are carried in 57 paragraphs, aggregating 
$1.233.100 extending over five or six pages. Many of 
the smaller paragraphs and smaller sums now in appro
priation bills could be consolidated and merged without 
affecting the control of Congress over the funds. Many 
larger sums could be subdivided and make easier the 
task of inquiring into them. 

This matter of appropriation heads is one of supreme 
importance. They represent the specifications on the part 
of the fund granting authority of the purposes for which 
the money voted may be expended. Their function is to 
control the administration in the expenditure of funds. 
If improperly made they either fail to control where con-

• c..". RfCWfI, J ... ....., 50 19IL 
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trol is desirable, or unduly control where the exercise 
of discretion on the part of the administration is desir
able in the interest of the most effective utilization of the 
money. They, furthermore, vitally affect the accounting 
system of the government. An account must be opened 
with each appropriation head on the books of the operat
ing service having the expenditure of the money and on 
the books of the central accounting office. These so-called 
appropriation accounts are the most important accounts 
kept by the government. If the scheme of appropriation 
heads corresponds to the classification of expenditures 
devised by the several services in order that they, and 
their superior authorities, may secure a proper analysis 
of costs involved in performing their work, these ac
counts will, in addition to securing their primary func
tion of an instrument of control, furnish valuable opera
tive data. If not devised with this end in view, the operat
ing servic;e will be compelled to maintain an additional 
set of accounts that will furnish such information. 

the intimate bearing of this question of appropriation 
heads upon the matter of devising a proper accounting 
system for the government is commented upon by the 
Comptroller General in the following way: • 

Due largely to the lack of any other effective control, 
it has been attempted to control expenditures by increas
ing the number of appropriations and by making appro
priations for particular objects of expenditure in a man
ner which has little relation to effective control through 
a modern accounting system. For some departments, as 
example the Navy Department, the appropriations are so 
made that it is impossible to formulate a system of ac
counts in conformity therewith which would satisfy any
one familiar with accounting requirements. The result 

• Comptroller General, Annual Report, I!I23. P. :q. 
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of the present method of appropriating is that the Navy 
Department has its appropriation system and its gen
eral accounting system, each separate and distinct, each 
very unsatisfactory, because of the complete lack of 
coordination. Every attempt which is made to tie the 
figures obtained from one system of accounts into the 
other system requires what can hardly be defined other
wise than as a forcing of balances. 

In an attempt to control expenditures through detailed 
appropriations, Congress has set up for the Indian Ser
vice something like 2000 different appropriations. How
ever, a considerable proportion of these are consolidated 
by the Treasury Department under one heading. The· 
methods used involve a multiplicity of cash accounts and 
transactions by appropriations which tend only to con
fuse the real issues and accomplish no good purpose. It 
is believed possible to derive a much more effective con
trol in a much simpler and more economical way. 

The problem that is presented is thus that of subjecting 
the entire scheme of appropriation heads as it now exists 
to an intensive study with a view to : (I) Adopting as 
far as possible general principles in respect to itemization 
of appropriations. the language employed, and the limi
tations, if any, that should be imposed in respect to the 
expenditu~ of the money granted; (2) the consolidation 
of appropriations under fewer and more general heads 
where specification is made in unnecessary detail or 
the splitting up of lump-sum appropriations where. in the 
interest of greater definiteness and control, this can be 
done without placing undue limitations upon the spend
ing authority; and (3) the adoption of appropriation 
heads that correspond to the subdivision of organization 
units. the classification of activitieS, or the nature of the 
operations of the spending services to the end that a 
clearer picture may be afforded of the purposes for which 
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the grants of. money are made and that information 01 
the most valuable character may be obtained from thE 
appropriation accounts. A study of this kind, if it is to 
be productive of the best results, can only be made under 
conditions where the Committee on Appropriations, thE 
Bureau of the Budget, the Comptroller General, and the 
spending services are represented in the work. The ne
cessity for the participation of certain of these officers is 
pointed out by Mr. Madden in continuation of the re
marks on the subject above reproduced. He then says: 

Such a rearrangement, however, involves the account
ing system of the government and should only be made 
after the Comptroller General, who has charge of the 
prescribing of the forms of accounting and the Director 
of the Bureau of the Budget, whose duty it is to prepare 
the estimates of appropriations, have made a study of 
the situation and evolved a comprehensive and definite 
plan for the form of the appropriation paragraphs and 
the verbiage to be carried in them, in order that they may 
aC<;9mplish the purpose which Congress contemplates 
when it makes the appropriation. Of course, the Appro
priation Committee could do the work very well, but there 
is a long line of Comptroller's decisions on the language 
now employed in the bills, and if we were in a position 
where we could shape the accounting system, it would be 
possible for the Appropriation Committee to adjust them, 
but inasmuch as we are not able to regulate the account
ing system we thought it would be wise to call the matter 
to your attention, so that you may realize that we are 
thinking about the problems that confront Congress in 
its work and also the problems that affect the Nation. 

The situation is thus one where one of the chief officials 
mentioned, the Chairman of the House Committee on 
Appropriations, the Director of the Bureau of the Budget 
or the Comptroller General should take the initiative, 
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secure the cooperation of the other officers, and under
take this important work. 

Elimination of Permanent Legislation from Appro
priation Acts. In years past one of the serious defects 
in the appropriation system was the extent to which 
permanent legislation, often having no direct relation 
to the bill, was incorporated in appropriation acts. Under 
the new rules, which make subject to a point of order 
any attempt on the part of the Committee on Appropria
tions in framing appropriation bills, or on the part of 
members while the bill is under consideration, to incor
porate any new legislation in such bills, this defect has 
been corrected in so far as the incorporation of extran
eous matters of general legislation is concerned. 

Notwithstanding this, the appropriation acts are still 
loaded down with a great mass of permanent legislation 
having for its purpose to prescribe the manner in which 
appropriations granted shall be expended, or to impose 
limitations that must be observed by those having the 
expenditure of the moneys granted. Thus, the appro
priation act covering the appropriation for the Govern
ment Printing Office for 1927 contains the following 
items: 

To provide the Public Printer with a working capital 
for the following purposes for the execution of print
ing, binding, lithographing, mapping, engraving, and 
other authorized work of the Government Printing 
Office for the various branches of the Government: For 
salaries, compensation, or wages of all necessary officers 
and employees additional to those herein appropriated 
for, including employees necessary to handle waste paper 
and condemned material for sale; to enable the Public 
Printer to comply with the provisions of law granting 
holidays and Executive orders granting holidays and 
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half holidays with pay to employees, to enable the Public 
Printer to comply with the provisions of law granting 
thirty days' annual leave to employees with pay; rents, 
fuel, gas, heat, electric current, gas and electric fixtures; 
bicycles, motor-propelled vehicles for the carriage of 
printing and printing supplies, and the maintenance, re
pair, and operation of the same, to be used only for 
official purposes, including purchase, exchange, opera
tion, repair, and maintenance of motor-propelled pas
senger-carrying vehicles for official use of the officers 
of the Government Printing Office when in writing 
ordered by the Public Printer (not exceeding $4000); 
freight, expressage, telegraph and telephone service; 
furniture, typewriters, and carpets; traveling expenses; 
stationery, postage, and advertising; directories, tech
nical books, and books of reference (not exceeding $5(0), 
subscriptions for which may be paid in advance; adding 
and numbering machines, time stamps, and other ma
chines of similar character; machinery (not exceeding 
$200,000 ) ; equipment, and for repairs to machinery, im
plements, and buildings, and for minor alterations to 
buildings; necessary equipment, maintenance, and sup
plies for the emergency room for the use of all employees 
in the Government Printing Office who may be taken 
suddenly ill or receive injury while on duty; other neces
sary contingent and miscellaneous items authorized by 
the Public Printer: Provided, That inks, glues, and 
other supplies manufactured by the Government Print
ing Office in connection with its work may be furnished 
to departments and other establishments of the Govern
ment upon requisition, and payment made from appro
priations available therefor; for expenses authorized in 
writing by the Joint Committee on Printing for the in
spection of printing and binding equipment, material, and 
supplies and Government printing plants in the District 
of Columbia or elsewhere (not exceeding $1000); for 
salaries and expenses of preparing the semimonthly and 
session indexes of the Congressional Record under the 
direction of the Joint Committee on Printing (chief in-
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dexer at $3150, one cataloguer at $2880, and two cata
loguers at $2150 each); and for all the necessary labor, 
paper, materials, and equipment needed in the prosecu
tion and delivery and mailing of the work, $2,400,000, 
to which shall be charged the printing and binding 
authorized to be done for Congress, the printing and 
binding for use of the Government Printing Office, and 
printing and binding (not exceeding $1500), for official 
use of the Architect of the Capitol when authorized by 
the Secretary of the Senate, in all to an amount not ex
ceeding this sum. 

Printing and binding for Congress chargeable to the 
foregoing appropriation, when recommended to be done 
by the Committee on Printing of either House, shall be 
so recommended in a report containing an approximate 
estimate of the cost thereof, together with a statement 
from the Public Printer of estimated approximate cost 
of work previously ordered by Congress within the fiscal 
year for which this appropriation is made. 

During the fiscal year 1927 any executive department 
or independent establishmen~ of the Government order
ing printing and binding from the Government Printing 
Office shall pay promptly by check to the Public Printer 
upon his written request, either in advance or upon the 
completion of the work, all or part of the estimated or 
actual cost thereof, as the case may be, and bills rendered 
by the Public Printer in accordance, herewith shall not 
be subject to audit or certification in advance of pay
ment: Provided, That proper adjustments on the basis 
of the actual cost of delivered work paid for in advance 
shall be made monthly or quarterly and as may be agreed 
upon by the Public Printer and the department or estab
lishment concerned. All sums paid to the Public Printer 
for work that he is authorized by law to do shall be de
posited to the credit, on the books of the Treasury De
partment, of the appropriation made for the working 
capital of the Government Printing Office. for the year 
in which the work is done. and be subject to requisition 
by the Public Printer. 

1\1 
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All amounts in the Budget for the fiscal year 1928 for 
printing and binding for any department or establish
ment, so far as the Bureau of the Budget may deem 
practicable, shall be incorporated in a single item for 
printing and binding for such department or establish
ment and be eliminated as a part of any estimate for any 
other purpose. And if any amounts for printing and 
binding are included as a part of any estimates for any 
other purposes, such amounts shall be set forth in detail 
in a note immediately following the general estimate for 
printing and binding: Provided, That the foregoing re
quirements shall not apply to work to be executed at the 
Bureau of Engraving and Printing. 

No part of any money appropriated in this Act shall be 
paid to any person employed in the Government Print
ing Office while detailed for or performing service in any 
other executive branch of the public service of the United 
States unless such detail be authorized by law. 

Payment of not to exceed the contract price of $125,-
000 for three postal card presses ordered in fiscal years 
1924 and 1925 shall be made upon audit and order of the 
Joint Committee on Printing; and such audit, order, and 
paym~t shall be conclusive and binding upon all parties 
concerned as to correctness of the account. 

This item is reproduced and reenacted each year in the 
annual appropriation act. The greater part of the word
ing is also reproduced each year in the Budget. There 
are scoves if not hundreds of similar cases where in addi
tion to designating the sums voted, long instructions are 
given relative to the conditions that must be observed in 
expending the money. 

This practice is objectionable from almost every point 
of view. The appropriation acts, instead of being con
fined to their proper function of voting money, are made 
the vehicle for the carrying of regulations of an ad
ministrative character. This not only causes great un-
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necessary expense in the printing of the' bills and acts, 
but it also means that an important part of the adminis
trative law is scattered through many acts. Great im
provement and an important saving would be accom
plished if the appropriation acts were carefully studied 
for the purpose of eliminating from them all provisions 
in the form of instructions and limitations that are of 
a permanent character and embodying them in a special 
act that will be enacted once for all. 

Even if this is done, there will arise numerous cases 
where in appropriating money Congress will desire to 
give certain instructions or impose certain restrictions 
upon its expenditure. Where this necessity arises it is 
suggested that such instructions and limitations, instead 
of being set forth where the sums voted are given, be 
segregated in a special section or sections at the end of 
the appropriation acts. The adoption of this practice will 
greatly improve the form of the appropriation acts and 
facilitate the determination of the sums granted. It will, 
indeed, make it possible for the grant of funds to be set 
forth in tabular form instead of in its present form of 
solid text. 

Authorization of Transfers between Appropriation 
Heads. It bas been pointed out that one of the most 
difficult problems confron~ing a legislature in voting 
funds for the support of the government is the determina
tion of the extent to which it shall itemize appropriations. 
If it makes its grants under a relatively few general 
beads, it fails to make definite its wishes in respect to the 
expenditure of monies and throws open the door to pos
sible abuse on the part of the spending authorities. If, 
on the other band, it specifies in detail the purposes for 
wbich the money granted may be spent. it prevents the 
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spending officers from the exercise of the discretion that 
is often needed in meeting new situations and making the 
most effective use of the total sums voted. 

This dilemma can best be met by making appropria
tions in reasonable detail and then authorizing transfers 
between appropriations under conditions that will safe
guard any abuse of this power. This power of making 
transfers between appropriation heads is a feature of the 
English budget system, being there known as II vire
ment." It has also been adopted by Congress in respect 
to certain appropriations. For some years the agricul
turai appropriation act has thus contained a section pro
viding that: 

Not to exceed ten percentum of the foregoing amounts 
for the miscellaneous expenses of the work of any bureau, 
division, or office, herein provided for, shall be available 
interchangeably for expenditures on the objects included 
within the general expenses of such bureau, division, or 
office, but no more than ten percentum shall be added to 
anyone item of appropriation except in cases of extra
ordinary emergency, and then only upon the written 
order of the Secretary of Agriculture. 

It is believed that this provision, with certain modifica
tions, might well be made of general applicability. If this 
is done, it would probably be desirable to provide that 
transfers could only be made between appropriation heads 
for a service upon the written approval of the head of a 
department and between separate services upon the ap
proval of the President who, of course, would act through 
the Bureau of the Budget, and that in all cases a report 
of all transfers made, with a statement of the reasons 
therefor, should be submitted to the Bureau of the Budget 
in connection with the estimates submitted for the next 



APPROPRIATION IMPROVEMENT 273 

fiscal year, and a report of the- same be included in the 
estimates as submitted to Congress. These requirements 
would tend to prevent any illegitimate use of the power. 

Limitation of General Debate on Appropriation Bills 
to SUbject Matter of the Bills. One of the great ad
vantages of having all appropriations for a department 
embraced in a single appropriation bill is that Congress 
is annually afforded the opportunity of considering at one 
time the entire activities of a. department and its financial 
needs. As has been pointed out in Part III, dealing with 
action upon the budget, consideration of appropriation 
bills is had in two ways; first, general debate, during 
which the bill is not open to amendment; and second, 
debate under the five minute rule when the bill is read 
section by section and amendments which must be 
germane to the bill may be offered, debated, and acted 
upon. A serious defect in this system, which is otherwise 
thoroughly satisfactory, is that speakers participating in 
the general debate need not confine themselves to the sub
ject matter of the bill. While the Department of Agri
culture bill is under consideration, a speaker may thus 
discuss, and often does discuss, such totally irrelevant 
matters as the initiative, referendum, and recall in 
Oregon, the Monroe Doctrine, or any other matter in 
which he is interested. 

Valid arguments can be brought forward in favor of 
giving to members of Congress an opportunity to discuss 
matters of public policy, even though such discussion 
does not have for its purpose the perfection of any par
ticular legislative measure. It is extremely unfortunate, 
however, that this privilege should be granted in connec
tion with the consideration of appropriation bills. If 
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general debate on these bills had to be confined to the 
subject matter of the bills, there would result a general 
review and consideration of the administrative and 
financial program of the government that would be far 
superior to that which now takes place. Incidentally, it 
would greatly facilitate the following of this discussion 
by the general reader or by those having need subse
quently to refer to debate on appropriation bills. It ought 
not to be difficult to secure an amendment of the Rules of 
the House that would correct this defect in procedure. 



CHAPTER XXIII 

IMPROVEMENT OF ACCOUNTING AND 
REPORTING SYSTEM 

As has been indicated, the perfection of a budget sys
tem is dependent in no small degree upon the putting of 
other features of administration upon a proper basis. In 
this and the next chapter it is desired to point out the 
more specific instances where the giving to the budget 
the character that it is desirable it should have is de
pendent upon the accomplishment of these collateral 
reforms; or, to state this in another way, how the accom
plishment of these reforms, desirable in themselves, will 
have the valuable by-product of improving the budget 
system. 

The budget is essentially an information document. It 
has as one of its major functions to furnish that infor
mation regarding the financial condition, operations. and 
needs of the government that will enable those in author
ity intelligently to judge past performance and frame 
future financial policies. Though the tables contained in 
Part I are statistical rather than accounting statements. 
the data contained in them must be taken from the ac
counts and financial reports. In the last analysis, there
fore, the budget in presenting information is dependent 
upon the character of the accounting system of the gov-

lernment. If that system is defective and does not pro
duce the information that it is desirable should be pre
sented in the budget, the latter will to that extent be 
unable fully to perform its mission. 

~ 
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It is well mown that the accounting system of the 
national government, though materially improved over 
what it was a few years ago, is still far from satisfactory. 
This is not the place to attempt any comprehensive con
sideration of this subject and much less to suggest in 
detail the changes that should be made in it. It is per~ 
tinent, however, to point out certain of the important 
features in respect to which the accounting system 
fails to supply the data urgently needed for budgetary 
purposes. 

Probably the greatest defects in the present account
ing system, from the budgetary standpoint are: the keep-
~ng of the accounts on a cash instead of an accrual basis; 

the failure to keep proprietary accounts; the failure to 
make proper fund distinctions; and the disregard of the 
distinctions between " revenue" and" non-revenue" re
ceipts and between" expense" and "outlay" expendi
tures. The remedying of the two first named defects 

~would\ require an important modification of the whole 
accounting system; the other could easily be remedied by 
a change of practice under the existing system. To illus
trate what is meant by the failure to make the distinc
tions indicated, the receipts and expenditures of such 
special funds as the Reclamation Fund, the Forestry 
Fund, and the like are treated, or at least are reported, 
as receipts and expenditures of the General Fund; in
come received through tha sale of assets, such as bonds 
given to the government by railroad companies for ad
vances made to them are given the same treatment as 
income received in the way of taxes, and expenditures 
made in the way of making such advances or the pur
chase of other securities, such as Federal Land Bank 
bonds are treated exactly as if they were the same in 
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kind as ordinary disbursements fo meet the current cost 
of operating the government. Under :this system of 
bookkeeping a surplus of some millions might be shown 
as the results of the operations of the year when in 
fact the operations of the year had produced a deficit, or 
vice versa. 

This procedure makes the figures in the budget state
ments misrepresent the balance between the true annual 
income and expenditures. The proceeds of -the sale of 
surplus war material and of the liquidation of war 
loans made to foreign governments, railroads, etc., have 
been treated as though they were current annual income 
and have swollen the surpluses. In the budget for 1926, 
for example, it was estimated that the fiscal year 1925, 
then half over, would show a surplus of $67,000,000. 
But an examination of the figures used in arriving at that 
result reveals that included among' the receipts were 
items of $90,000,000 resulting from the repayment of 
loans made to railroads during the war, and of $10,-. 
000,000 from the sale of farm loan bonds which had 
been purchased during the war to keep the Federal 
Land Banks in operation. Both these transactions repre
sented the liquidation of capital assets, as much as if an 
individual had sold some bonds, and should not have been 
available for use for current expenses. Yet they were in
cluded in accordance with the traditional bad accounting 
methods of the government. In view of these facts it 
would seem that instead of a surplus of $67,000,000, 
there would have been a true deficit if the budget esti
mates had materialized. 

The extent to which the failure to distinguish be
tween .. revenue II and .. non-revenue" receipts and .. ex
pense" and .. capital outlay II can mislead in respect to 
the real character of financial operations, is excellently 
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brought out in a recent address by Garrard B. Winston, 
Undersecretary of the Treasury, at the Annual Conven
tion of the American Bankers Association.' The main 
purpose of this address, which was entitled" The United 
States Public Debt," was to justify the policy of the gov
ernment in respect to public debt retirement and to point 
out that the great reduction in debt that had been made 
since 1919 was in large part possible through the use of 
assets rather than the use of current income. After 
pointing out that one billion of the debt reduction was 
made through a reduction in the cash balance of the trea
sury and thus represented no improvement in the net as 
opposed to the gross debt, he said: 

Two billion dollars is a large excess of receipts over 
expenditures in the seven years, but before it can be 
stated that this is entirely too much to collect from in
dustry today and devote to the reduction of a debt which 
might be paid tomorrow, consideration should be taken 
of the source from which the money came in order to 
determine whether it was entirely out of the pocket of 
today's taxpayers. During the war and in the period 
of immediate post-war adjustment, the United States 
made what might be called capital investments. ~ •• 
Prior to 1922 the Government had, among other things 
used money for war supplies, now become surplus, loans 
to railroads, and investment in the War Finance Corpo
ration, and in the bonds of the Federal Land Banks. 
During the last five fiscal years the aggregate surplus 
was $1,750,000,000 and included in this surplus was 
$950,000,000 realized by the Treasury upon previous in
vestments. Most of these assets have been turned into 
cash but there still remains $400,000,000 to be received 
in this and succeeding fiscal years. Then the assets will 
be exhausted. 

It is evident from this statement that the apparent 
large debt reduction by no means represented a corre-

I s2II Annual Conventiou, Loa AngeIe.. October 6, 1906. 
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sponding improvement in the-net worth of the govern
ment, at least two billion of it representing a correspond
ing reduction in the assets. This fact, which is one of 
great importance, was obscured by the fact that the 
reports are not so rendered as to reveal the nature of 
receipts and expenditures. 

Again, the figures of the annual receipts and expendi
tures are improperly swollen by the transactions in the 
various trust funds the government operates. Thus, in 
the total of expenditures there is included the amount in
vested during the year for the government life insurance 
fund, while the premiums paid by the veterans who have 
taken out life insurance are included in the receipts. The 
overhead costs of this insurance, which the government 
bears, are properly included as an expense of the gov
ernment, but the investment of the premiums is not truly 
part of the cost of the government. The operations of 
other trust funds, such as the District of Columbia 
teachers' retirement fund, the civil service retirement 
fund, the foreign service retirement fund, and the Indian 
trust funds. are also included and further confuse the 
picture of the annual cost of the government. 

The extent to which the Bureau of the Budget was 
handicapped by a defective accounting system in formu
lating the budget was at once appreciated by the first 
Director of the Budget, General Charles G. Dawes. In 
his address at the second regular meeting of the Busi
ness Organization of the Government, after ca!Jjng at
tention to the difficulty his bureau had in determining 
the facts regarding the financial condition and operations 
of the government, he said:· " . 

• Addresses of the Prosideat of the Uait<d States ..... the nu- of the 
B ..... a of the Budid at the Ser:ood SanioM"u lleetia& gf the B ..... 
OrpDiutioo gf the Go_to Febnar7 ~ IgaI, PI'- ..... 
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And let me stop right here, in the presence of the Sec
retary of the Treasury, to criticize the disgraceful and 
archaic system which characterizes government account
ing. General Pershing will remember that when he and I 
lived in Nebraska, about the time of the panic of 1893, 
a great many small merchants and business men out there 
kept only one book of account, and that was their check 
book. In other words, the only accounting knowledge 
which they had of their business was through their cash 
account. Whatever cash came in was treated as income. 
Whatever cash went out was treated as expense. After 
the panic of 1893 the sheriff took charge of what was left 
of the' assets of most of these men, and out of that hard 
experience those of them who went into business again 
adopted better accounting methods. 

The Government of the United States, like these mer
chants, has no balance sheet. For 130 years since its 
establishment the Treasury Department, acting for the 
Government, has kept only a cash account, and publishes 
only a cash account. What comes in is called income. 
What goes out is called expense. To illustrate-when 
the War Finance Corporation loans money for which it 
takes good security, and for which it retains a bills re
ceivable, the money is checked out of the Treasury to 
make the loan, and the Treasury lists it as an expense. 
When the Government sells real estate, which is a 
reduction in capital investment, it credits income. As 
a result of this archaic method, it takes a set of experts, 
at any given time, to inform the President or Congress 
as to what are the real expenditures of Government or 
the real income of Government. 

Referring to the matter again in another place, he 
'd • sal : 

In the form in which the statement of Government ex
penditures is usually given, figures covering operations 

• Report of the Direetor of ilhe Bureau of the Budget on the Subject of 
Ecoaomies ami Savings ill GoYernmental Busineu, Ma:r 8, 1!/Z2, pp. 5-6. 
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in capital funds, expenditures fixed by Congress not sub
ject to modification by Executive control, investments 
irurust funds, and transactions in the public debt are 
intermingled. As a result only an expert can make proper 
deductions therefrom. 

He then illustrates the evils of the system by the fol
lowing: 

In the budget estimates made in December, 1921, the 
sum of $337,679,235 was allotted under the railroad ad
ministration and transportation act. The recent favor
able security market enabled the Railroad Administra
tion to market railroad securities which it had on hand 
to such an extent that during the year it not only financed 
itself out of the proceeds o~ such sales, but will actually 
turn into the treasury about $56,000,000. Under the 
present system of government accounting which calls the 
loan of money to the railroads an "expense" and the 
return of the money loaned a " receipt" these operations 
would have upset the estimated figures for this year to 
the extent of about $393,000,000. However, the opera
tions in other capital funds came to the rescue of the 
balance, for it was decided that the War Finance Corpo
ration should loan to the farming and trade interests 
over $ISg,ooo,ooo, which was gravely marked down 
as an expense instead of a loan. This, with other opera
tions in capital funds and the public debt, helped to re
store the balance so seriously upset by the operations in 
the capital funds of the Railroad Administration. An 
accounting system like this might be regarded as humor
ous in a small business. It is nothing short of a calamity 
in governmental accounting. 

The Bureau of the Budget has attempted to take some 
account of these distinctions in the preparation of its 
financial statements. Thoroughly satisfactory state-
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ments cannot, however, be prepared until the govern
ment has radically reformed its accounting and reporting 
system.' 

• On this subject of the improvement of the BC<X>I1Dting system 01 the 
National Government, see Henry P. Seidemann: Manual of Aexounting and 
Reporting for the Operating Services of the National Government, Institute 
for Government Research, Studies in Administration, (1926). The Institute 
for Government Research has in preparation a companion volume to this 
work which will be published under the title of .. Manual of Central Account
ing for the National Government." Mention should also be made of the 
efforts DOW being made by the General Aexounting Office to improve and 
standardize the ,"ccounting system of the operating services. It i. also 
understood that it is giving serious consideration to the improvement of 
the central aC<X>l1Dting system. There i. every prospect, therefore, that 
steady progress will be made in this branch of public administration and 
that the budget will profit from such improvement. 

• 



CHAPTER XXIV 

IMPROVEMENT OF THE ORGANIZATION OF 
THE ADMINISTRATIVE BRANCH 

From the information standpoint, one of the greatest 
improvements resulting from the adoption of the budget 
system was the adoption by the Bureau of the Budget 
of the unit of organization as the primary basis for the 
classification of estimates and by the House Committee 
on Appropriations following the same principle of classi
fication in the preparation of its appropriation bills. 
Under this system one can see at a glance the total esti
mates and the total appropriations for each bureau and 
each department and establishment of the government; 
something that was impossible under the old system 
where appropriations for the same bureau or depart
ment were carried in a number of appropriation bills. It 
is evident that the value of this information would be 
enormously increased if the several services of the gov
ernment were grouped departmentally so that as far as 
practicable each department included only services whose 
activities fell within the same field and all services having 
activities falling within the same field were placed in the 
same department. Unfortunately no such condition OD
tains at the present time. The War Department embraces 
services having no direct relation to'the function of 
national defense. The Treasury Department embraces 
such services as the Public Health Service and the Office 
of Supervising Architect which have nothing to do with 
the administration of financial affairs. Although the 

alb 
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government maintains a large number of services whose 
prime function is the promotion and protection of the 
public health, these services are scattered among the 
several departments. A like condition exists in respect 
to other departments and functions. It results from this 
that the totals of estimates and appropriations for the 
several departments do not furnish a correct picture of 
the totals for the performance of the major functions of 
such departments, nor are the totals for a given function, 
such as the protection and promotion of the public health, 
available. 

It is generally recognized that one of the reforms 
urgently needed in the national government is a thorough 
rearrangement of its administrative organization and 
that this reform should take the direction of reducing the 

1 
number of independent establishments and the regroup
ing of the services departmentally so as to make the de
partments, as far as practicable, unifunctional. If this is 
done the War Department will embrace only services 
liaving to do with matters of national defense, the Trea
sury Department only with services having to do with the 
administration of the national finances, and services such 
as those having to do with the public health will be 
grouped under the same department or a separate de
partment for them will be created. 

The bearing of this reform upon a budget system is 
evident. If effected, not only will the statements con
tained in the budget be far more informative than they 
are, but Congress in considering the budget will take up 
at one time all estimates for activities in a general field 
and make provision for them in a single appropriation 
bill. The improvement of the administrative organiza
tion of the government is thus doubly desirable--as a . 



IMPROVEMENT OF ORGANIZATION 28S 

matter in itself desirable and as contributing to the effec
tiveness of the system for making known and providing 
for the financial needs of the government. 

In this connection. it would seem that the time has 
arrived when the Bureau of the Budget should proceed 
under the provisions of Section 209 of the Budget and 
Accounting Act, which prescribes that the Bureau, acting 
under the direction of the President, shaU, among other 
things, make a detailed study of the organization of the 
departments and establishments for the purpose of de
termining what improvements can be made therein and 
particularly how the several services may be grouped 
departmentally in a more efficient and logical measure 
and specific activities be better distributed among the 
services. As has been elsewhere pointed out, at the time 
the budget act went into effect, there was in existence a 
joint committee of Congress to which had been assigned 
this duty of recommending changes in the organization 
of the administrative branch. In view of that fact the 
Bureau, it is understood, thought it wise not to attempt 
to duplicate its studies. This Committee has, however, 
now completed its work, submitted its report, and gone 
out of existence. The way is thus clear for the Bureau 
vigorously to exercise its responsibility in this field.' 

• On this problem of .cImi";sb1lt;',e orpnizatioD _ W. F. Willoughby 
1'he ReorpnizatioD of the AdmiDistratM: Branch of the N.tioaaJ Gcnau
...... t, Institute for Gowmmeot Reseuch. Studies in AdmiDistraIioo, 
(19a.l) ; J ...... A. Tobq. The N.ticmal Goftnunmt and Public Health, 
Institute for Go_t Research, Studies in AdmiDistratioa, (1936). and 
Report aDd Heariugs of the Joint Committee OIl Reorpnizatioa of the 
AcimiDistrati"" ~ts, (11J24). 



CHAPTER XXV 

CONCLUSION 

Though the task assigned himself has now been com
pleted, the writer hesitates to leave the subject without 
something in the way of a general evaluation of the new 
system and statement of how it is regarded by those who 
are most directly concerned with its operation. He be
lieves this all the more necessary since the numerous sug
gestions that he has made for the improvement of the 
system might give rise to the impression that the sys
tem is seriously defective. Nothing could be further 
from the fact. The system, as regards the fundamental 
principles upon which it is based, is thoroughly sound 
and can hardly be improved upon. The modifications 
suggested are in the way of perfecting rather than charg-/" 
ing this system. In the opinion of the writer as least, it 
challenges comparison with that of any other country 
or any state in the Union, both as regards its character 
and the results that have been achieved under it. That 
the system has not only been eminently successful but 
has profoundly modified for good almost all branches of 
public administration, is the almost universal testimony 
of those officers of the government who are responsible 
for the general administration of public affairs. The two 
Presidents, Harding and Coolidge, who have held office 
under this system have been outspoken in their endorse
ment of it. The former declared it to be "the greatest 
reform in our financial history.'" The latter said of it, 

• Budget Message, December 4. 1!JiZ2. 

:a86 
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II It is an accomplishment in the art of self-government 
of the very highest importance. It means that the Ameri
can Government is not a spendthrift and that it is not lack
ing in the force or disposition to administer its finances 
in a scientific way."· The testimony from the legis
lative branch has been even more emphatic. Mr. Martin 
B. Madden, Chairman of the House Committee on Ap
propriations since the introduction of the new system, 
and thoroughly familiar with the old system by long ser
vice on the Appropriations Committee, and who can thus 
speak with great authority, holds the change to have been 
one of surpassing importance. Of it he has written: • 

This measure (the Budget and Accounting Act, 1921) 
marked the beginning of an epochal reform. As the years 
roll on and the history of the post war period is written 
with that clear vision which comes from a dispassionate 
survey of events, the outstanding achievement to my 
mind will be the determined and successful effort devoted 

I to the initiation of correct financial methods in the busi
ness of the government. • • • 

The prestige of Congress under the new regime is 
certain to be magnified. The elimination of fruitless dis-
cussion of petty details of budget estimates gives more 
time for the consideration of many other and larger 
pressing questions of national import. The presentation 
of a mature program of finances by the President makes 

!Possible a debate upon the larger aspects of the question 
IOf finance-those of policy. • • • 

In my long experience in the House, I have seldom 
seen a policy upon which there was 'Such unanimity of 
opinion and action as there has been on the question of 
public e>.-penditures. One noticeable feature has been the 
forbearance and self-sacrificing of local interest in favor 

's.-.th a ..... Mediae Bu.siDess Orpniptioa of the G, .. a ..... 
Jllne 30. ,_ 

'The New S,.- fa c.._ to s~ ~ PNf, J- !I. IIIQ. 
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lof the common good. When one recalls the former days 
when appropriations were sought with avidity for local 
projects, and the worth of a member was often judged 
by the amount of the appropriations he secured for his 
district, it is appropriate to commend the change from 
local to national attitude." 

In presenting the first appropriation bill under the new 
system, Mr. Madden also said:' 

There never was a time before when any person, no 
matter how expert he might be, could readily tell just 
what' the tost of a given department was, because the 
appropriations were carried in five or six different bills. 
Now all the appropriations for a given department are 
carried in one bill so that when you see the total footings 
under a bill you will see the total cost. 

And again in reviewing the budget situation a year 
later he said: • 

It was the most satisfactory budget which has ever 
been presented to any Congress, considered both from 
the standpoint of the Treasury of the United States and 
the administration of federal activities which will func
tion under it. In my experience as a legislator I have 
never seen estimates of appropriations so free from ob
vious padding, so carefully squared to actual needs, or sol 
void of proposed extravagant expansion as these .... 

The action of the House at the second session of this 
congress--the long session-in disposing of all of the. 
regular annual appropriation bills by April 19, and 
thereby establishing a new record for expeditious pas
sage of supply bills was five weeks earlier than the 
average of any previous long session for twenty years, 

• The Budget to Date, So/tII'day EWfJUIg Post. November 7. 1925-
• CO"'I. Rmwd. January 5. 1922-
• CO"II. RlClwd. Mardl IS, 1_ 
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has been maintained by the House at the present short 
session. . . . The early consideration of the appropria-· 

'

tion bills has made possible the consideration of a vast 
amount of legislative business in the last month of the 
session which otherwise could not have been taken up. 

This opinion of Mr. Madden was fully endorsed by the 
Chairman of the Senate Committee on Appropriations, 
Senator Warren who testified to the value of the budget 
system as follows: • 

The budget law has demonstrated its worth. It helps 
separate the chaff from the grain. It gives accuracy, as . 
well as integrity to estimates, which results in less work 
on the part of Congress. Under the old system congres-

fl
ional committees were obliged to spend a large amount 

of time on extravagant and questionable estimates. In 
fact, meritorious estimates are never the cause of con
tention. Now that estimates mean something, the work 
of all is accelerated. 

Mr. Frank W. Mondell, Republican Floor Leader of 
the House in his summing up of the work of the SOOy
seventh Congress paid tribute to the Budget System in 
the following words: • 

The hope entertained by those who for many years 
labored for a budget system, of those on both sides of 
this chamber who efficiently served in the enactment of 
budget legislation has been abundantly justified by our 
experience under the Budget thus far. , 

In conclusion, one point may be emphasized. It is the 
fashion to criticize Congress and to refuse to accord to 
it the credit of viewing questions from the broad stand
point of the general welfare as opposed to the interests 

• ~ Narda 4. I9IS-
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of the individual members. The record of this body in 
'respect to the adoption of the new budget system, the 
modification of its rules so as to bring them into con
formity with the principles of the system, the changed 
procedure for the voting of funds for river and harbor 
improvements and the erection of public buildings, and 
the treatment that it has accorded to the President's 
budget should go far toward the correction of this 
erroneous impression. The success of the new system, 
if anything, depends more upon the attitude of Congress 

l 
toward it than that of the Executive. To Congress 

1eQually with the Executive, therefore, belongs the credit 
of this great reform. 



APPENDIX I 

BUDGET AND ACCOUNTING ACT, 1921 

An Act To provide a national budget system and an independent 
audit of Government accounts, and for other purposes.' 

B, it ftIOClftl by Ih' SlfUJttl aM H_ of R,~senttJliws of 
'''' U"",d StattlS of AtMrica in Congress assembled, 

Tnu I.-DEnNrrIONs 

SECTION I. This Act may be cited as the" Budget and Account
ing Act, 1921." 

SEC. 2. When used in this Act-
The terms .. de~t and establishment" and .. department 

or establishment' mean any executive department, independent 
conunission; board, bureau, office, agency, or other establishment 
of the Government, including the municipal government of the 
District of Columbia, but do Dot include the Legislative Branch 
of the Government or the Supreme Court of the United States : 

The term .. the Budget .. means the Budget required by section 
201 to be transmitted to Congress; 

The term .. Bureau" means the Bureau of the Budget; 
The term .. Director " means the Director of the Bureau of the 

Budget; and 
The term • Assistant Director .. means the Assistant Din:ctor of 

the Bureau of the Budget. 

Tnu II.-THE BUDGET 
SEC. 201. The President shaU transmit to Congress OIl the first 

day of each reguJar session, the Budge.t, which shall set forth in 
summary and in detail: , 

(a) Estimates of the expenditures and appropriations necessary 
in his judgment for the support of the Government for the ensuing 
fiscal year ; except that the estimates for such year for the Legis
lative Branch of the Government and the Supreme Court of the 
United State shall be transmitted to the President on or before 
October 15th of each year, aod shall be included by him in the 
Budget without revisioa; 

'oP Stat. L, ... 
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(b) His estimates of the receipts of the Goverrunent during the 
ensuing fiscal year, under (I) laws existing at the time the Budget 
is transmitted and also (2) under the revenue proposals, if any, 
contained in the Budget; 

(c) The expenditures and receipts of the Government during 
the last completed fiscal year; 

(d) Estimates of the expenditures and receipts of the Govern· 
ment during the fiscal year in progress; 

(e) The amount of annual, permanent, or other appropriations, 
including balances of appropriations for prior fiscal years, avail· 
able for expenditure during the fiscal year in progress, as of 
November I of such year; . 

(f) Balanced statements of (I) the condition of the Treasury 
at the end of the last completed fiscal year, (2) the estimated 
condition of the Treasury at the end of the fiscal year in progress, 
and (3) the estimated condition of the Treasury at the end of 
the ensuing fiscal year if the financial proposals contained in the 
Budget are adopted; 

(g) All essential facts regarding the bonded and other indebted· 
ness of the Government; and 

(h) Such other financial statements and data as in his opinion 
are necessary or desirable in order to make known in all practicable 
detail the financial condition of the Government. 

S!!;!;. 202. (a) If the estimated receipts for the ensuing fiscal 
year contained in the Budget, on the basis of laws existing at the 
time the Budget is transmitted, plus the estimated amounts in the 
Treasury at the close of the fiscal year in progress, available for 
expenditure in the ensuing fiscal year, are less than the estimated 
expenditures for the ensuing fiscal year contained in the Budget, 
the President in the Budget shal1 make recommendations to Con· 
gress for new taxes, loans, or other appropriate action to meet the 
estimated deficiency. 

(b) If the aggregate of such estimated receipts and such esti· 
mated amounts in the Treasury is greater than such estimated 
expenditures for the ensuing fiscal year, he shall make such recom
mendations as in his opinion the public interests require. 

SEc.203. (a) The President from time to time may transmit to 
Congress supplemental or deficiency estimates for such appropria· 
tions or expenditures as in his judgment (I) are necessary on 
account of laws enacted after the transmission of the Budget, or 
(2) are otherwise in the public interest. He shall accompany such 
estimates with a statement of the reasons therefor, including the 
reasons for their omission from the Budget. 

(b) Whenever such supplemental or deficiency estimates reach 
an aggregate which, if they had been contained in the Budget, 
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would have required the President to make a recommendation 
under subdivision (a) of section 202, he shall thereupon make 
such recommendation. 

SEC. 2()4. (a) Except as otherwise provided in this Ad:, the 
c:ontents, order, and arrangement of the estimates of appropria
tions and the statements of expenditures and estimated expendi
tures contained in the Budget or transmitted under section 203, 
and the notes and other data submitted therewith, shall c:onform to 
the requirements of existing law. 

(b) Estimates for lUlDp-Sum appropriations c:ontained in the 
Budget or transmitted under section 203 shall be ac:c:ompanied by 
statements showing, in such detail and form as may be necessary 
to inform Congress, the manner of expenditure of such appro
priations and of the c:orresponding appropriations for the fisc:al 
year in progress and the last c:ompleted fisc:al year. Such statements 
shall be in lieu of statements of like character now required by law. 

SEC. 205. The President, in addition to the Budget, shall trans
mit to Congress on the first Monday in Dec:ember, 1921, for the 
service of the fisc:a\ year ending June 30, 1923, only, an alternative 
budget, whic:h shall be prepared in suc:h form and amounts and 
ac:c:ording to such system of c:1assific:atiOll. and itemization as is, in 
his opinion, most appropriate, with suc:h explanatory notes and 
tables as may be necessary to show where the various items em
braced in the Budget are contained in such alternative budget. 

SEC. 206. No estimate or request for an appropriation and no 
request for an increase in an item of any such estimate 01' request, 
and no rec:otnnieDdation as to how the revenue needs of the Govern
ment should be met, shall be submitted to Congress on any c0m
mittee thereof by any officer 01' employee of any department 01' 
estsblishment, unless at the request of either House of Congress. 

SEC. 20'/. There is hereby created in the Treasury Dqlartment 
& Bureau to be known as the Bureau of the BudgeL There shall 
be in the Bureau a Direc:tor and an Assistant Direc:tor, who shan 
be appointed by the President and receive salaries of $10,000 and 
$7500 a ysr, respectively. The Assistant Direc:tor shall perfonn 
such duties as the Direc:tor may designate, and during the absence 
or inc:apadty of the Director or during & n.c:anc:y in the oIIia! of 
Director he shall act as Direc:tor. The Bureau, under such rnles 
and regulations as the I'raident _y prescribe, ~repare fOl' 
him the Budget, the alternative Budget, and any emental or 
deficiency estimates, and to this end shan have authority to assem
ble, c:orrelate, revise, reduc:e, 01' inc:rease the estimates of the 
aeftra1 departments 01' establishments. 

SIIC. 208. (a) The Director, under such rn1es and regulations as 
the President may prescribe, shall appoint and fix the COml'eDSiitina 
of attorneys and other employees and make expenditnres for rent 
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in the District of Columbia, printing, binding, telegrams, telephone 
service, law books, books of reference, periodicals, stationery, 
furniture, office equipment, other supplies, and necessary expenses 
of the office, within the appropriations made therefor. 

(b) No person appointed by the Director shall be paid a salary 
at a rate in excess of $6000 a year, and not more than four persons 
so appointed shall be paid a salary at a rate in excess of $5000 
a year. 

( c) All employees in the Bureau whose compensation is at a rate 
of $5000 a year or less shall be appointed in accordance with the 
civil-service laws and and regu1ations. 

(d) The provisions of law prohibiting the transfer of employees 
of executive departments and independent establishments until 
after service of three years shall not apply during the fiscal years 
ending June 30, 1921. and June 30, 1922, to the transfer of em
ployees to the Bureau. 

(e) The Bureau shall not be construed to be a bureau or office 
created since January I, 1916, so as to deprive employees therein 
of the additional compensation allowed civilian employees under 
the provisions 'of section 6 of the Legislative, Executive, and 
Judicial Appropriation Act for the fiscal years ending June 30, 
1921, and June 30, 1922, if otherwise entitled thereto. 

SEc. 209. The Bureau, when directed by the President, shall 
make a detailed study of the departments and establishments for 
the purpose of enabling the President to determine wbat changes 
(with a view of securing greater economy and efficiency in the 
conduct of the public service) should be made in (I) the existing 
organization, activities, and methods of business of such depart
ments or establishments, (2) the appropriations therefor, (3) the 
assignment of particuial' activities to particuial' services, or (4) 
the regrouping of services. The results of such study shall be 
embodied in a report or reports to the President, who may transmit 
to Congress such report or reports or any part thereof with his 
rec:munendations on the matters covered thereby. 

SEC. 210. The Bureau sha1I prepare for the President a codifica
tion of alI laws or parts of laws relating to the preparation and 
transmission to Congress of statements of receipts and expendi
tures of the Government and of estimates of appropriations. Tbe 
President shall transmit the same to Congress on or before the first 
Monday in December, 1921, with a recommendation as to the 
changes which, in his opinion, should be made in such laws or 
parts of laws. 

SEC. 2lJ. The powers and duties relating to the compiling of 
estimates now conferred and imposed upon the Division of Book
keeping and Warrants of the office of the Secretary of the Treasury 
and transferred to the Bureau. 
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SEC. 212. The Bureau shall, at the request of any committee of 
either House of Congress having jurisdiction over revenue or 
appropriations, furnish the committee such aid and information 
as it may request. 

SEC. 213. Under such regulations as the President may pre
scribe, < I) every department and establishment shall furnish to 
the Bureau such information as the Bureau may from time to time 
require, and (2) the Director and the Assistant Director, or any 
employee of the Bureau when duly authorized, shall, for the pur
pose of securing such information, have access to, and the right to 
examine, any hooks, documents, papers, or records of any such 
department or establishment. 

SEC.2140 <a) The head of each department and establishment 
shall designate an official thereof as budget officer therefor, who, 
in each year under his direction and on or before a date fixed by 
him.·shall prepare the departmental estimates. 

< b) Such hud~ officer shall also prepare, under the direction 
of the head of the department or establishment, such supplemental 
and deficiency estimates as may be required for its work. 

SEC. :u5. The head of each department and establishment shall 
revise the departmental estimates and submit them to the Bureau 
011 or before September 15 of each year. In case of his failure so 
to do, the President sha1I cause to be prepared such estimates and 
data as are necessary to enable him to include in the Bud~ 
estimates and statements in respect to the work of such department 
or estab1ishment. 

Sac. 216. The departmental estimates tIIId any supplemental 01' 

deficiency estimates submitted to the Bureau by the head of any 
department or estahlishment sha1I be prepared and submitted in 
such form, manner, and detail as the President may prescribe. 

SEC. 217. For expenses of the establishment and maintenance of 
the Bureau there is appropriated, out of any money in the Treasury 
not otherwise appropriated, the sum of $225,000, to cootinue 
available during the fisca1 year ending June JOt 1922-

Trn.B III.-GENERAL ACCOUNTING OFFICE 

SEC. 301. There is created an establishment of the Government 
to be known as the Genera1 Accounting Office, which shaD be inde
pendent of the executive departments and under the control and 
direction of the Comptroller General of the United States. The 
offices of ComptroDer of the Treasury and Assistant Comptroller 
of the Treasury are abolished, to take effect Jul~ierA1l other 
officers and employees of the office of the of the 
Treasury shaD become officers and employees in the General 
Accountinc Office at their grades and sa1aries OIl July I. Igl'lI. and 
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all books, records, documents, papers, furniture, office equipment 
and other property of the office of the Comptroller of the Treasury 
shall become the property of the General Accounting Office. The 
Comptroller General is authorized to adopt a seal for the General 
Accounting Office. 

SEC. 302. There shall be in the General Accounting Office a 
Comptroller General of the United States and an Assistant 
Comptroller General of the United States, who shall be appointed 
by the President with the advice and consent of the Senate, and 
shall receive salaries of $10,000 and $7500 a year, respectively. 
The Assistant Comptroller General shall perform such duties as 
may be assigned to him by the Comptroller General, and during the 
absence or incapacity of the Comptroller General, or during a 
vacancy in that office, shall act as Comptroller General. 

SEC; 303. Except as hereinafter provided in this section, the 
Comptroller General and the Assistant Comptroller General shall 
hold office for fifteen years. The Comptroller General shall not be 
eligible for reappointment. The Comptroller General or the Assis
tant Comptroller General may be removed at any time by joint 
resolution of Congress after notice and hearing, when, in the judg
ment of Congress, the Comptroller General or Assistant Comp
troller General has become permanently incapacitated or has been 
inefficient, or guilty of neglect of duty, or of malfeasance in office, 
or of any felony or conduct involving moral turpitude, and for 
no other cause and in no other manner except by impeachment. 
Any. ,Comptroller General or Assistant Comptroller General re
moved in the manner herein provided shall be ineligible for reap
pointment to that office. When a Comptroller General or Assistant 
Comptroller General attains the age of seventy years, he shall be 
retired from his office. 

SEC. 304- All powers and duties now conferred or imposed by 
law upon the Comptroiler of the Treasury or the six auditors of 
the Treasury Department, and the duties of the Division of Book
keeping and Warrants of the Office of the Secretary of the 
Treasury relating to keeping the personal ledger accounts of dis
bursing and coilecting officers, shall, so far as not inconsistent with 
this Act, be vested in and imposed upon the General Accounting 
Office and be exercised without direction from any other officer. 
The balances certified by the Comptroller General shall be final 
and conclusive upon the executive branch of the Government. The 
revision by the Comptroller General of settlements made by the 
six auditors shall be discontinued, except as to settlements made 
before July I, 1921. 

The administrative examination of the accounts and vouchers of 
the Postal Service now imposed by law upon the Auditor for the 
Post Office Department shall be performed on and after July I, 
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1921, by a bureau in the Post Office Department to be known as 
the Bureau of Accounts, which is hereby established for that pur
pose. The Bureau of Accounts shall be under the direction of a 
Comptroller, who shall be appointed by the President with the 
advice and consent of the Senate, and shall receive a salary of 
$5000 a year. The Comptroller shall perform the administrative 
duties now performed by the Auditor for the Post Office Depart
ment and such other duties in relation thereto as the Postmaster 
General may direct. The appropriation of $5000 for the salary 
of the Auditor for the Post Office Department for the fiscal year 
1922 is transferred and made available for the salary of the Comp
troller, Burea.u of Accounts, Post Office Department. The officers 
and employees of the Office of the Auditor for the Post Office 
Department engaged in the administrative examination of accounts 
shall become officers and emeloyees of the Bureau of Accounts at 
their grades and salaries on July I, 1921. The appropriations for 
salaries and for contingent and misce11aneous expenses and tabu
lating equipment for such office for the fiscal year 1922, and all 
books, records, documents, papers, furniture, office equipment, 
and other property shall be apportioned between, transferred to, 
and made available for the Bureau of Accounts and the General 
Accounting Office, respectively, on the basis of duties transferred. 

SEC. 305. Section 236 of the Revised Statutes is amended to 
read as follows: 

.. SEC. 236. AIl claims and demands whatever by the G0vern
ment of the Uuited States or against it, and all accounts whatever 
in which the Government of the United States is concerned, either 
as debtor or creditor, shall be settled and adjusted in the General 
Accounting Office." . 

SEc. 306. AIl laws relating generally to the administration of the 
departments and establishments shall, so far as applicable, govern 
the General Accounting Office. Copies of any books, records, 
papers, or documents, and transcripts from the books and proceed
IIIgS of the General Accounting Office, when certified by the Comp
troller General or the Assistant ComptrolIer General under its seal, 
shall be admitted as evidence with the same effect as the copies and 
transcripts referred to in sectioos 882 and 886 of the Revised 
Statutes. 

Sse. 307. The eoa:.t.~!e!" General may provide for the pay
ment of accounts or . adjusted and settled in the General 
Ac:counting Office, throngh disbursing officers of the sewral de
partments and establishments, instead of by warrant. 

Sse. 308. The duties DOW apper1aining to the Division of Pubtic 
Moneys of the Office of the Secretary of the Treasury, so far as 
they relate to the covering of refttlUCS and repayments into the 
Treasury. the issue of duplicate checks and warrants, and the 
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certification of outstanding liabilities for payment, shall be per
formed by the Division of Bookkeeping and Warrants of the 
Office of the Secretary of the Treasury. 

SEC. 309. The Comptroller General shall prescribe the forms, 
systems, and procedure for administrative appropriation and fund 
accounting in the several departments and establishments, and for 
the administrative examination of fiscal officers' accounts and 
claims against the United States. 

SEC. 310. The offices of the six auditors shall be abolished, to 
take effect July I, 1921. All other officers and employees of these 
offices except as otherwise provided herein shall become officers 
and employees of the General Accounting Office at their grades and 
salaries on July I, 1921. All bOoks, records, documents, papers, 
furniture, office equipment, and other property of these offices, 
and of. the Division of Bookkeeping and Warrants, so far as they 
relate to the work of such division transferred by section 304, shall 
become the property of the General Accounting Office. The 
General Accounting Office shall occupy temporarily the rooms now 
occupied by the office of the Comptroller of the Treasury and the 
six auditors. 

SEC. 3II. (a) The Comptroller General shall appoint, remove, 
and fix the compensation of such attorneys and other employees in 
the General Accounting Office as may from time to time be pro
vided for by law. 

(b) All such appointments, except to positions carrying a salary 
at a.~ate of more than $5000 a year, shall be made in accordance 
with 'the civil-service laws and regulations. 

(c) No person appointed by the Comptroller General shall be 
paid a salary at a rate of more than $6000 a year, and not more 

. than four persons shall be paid a salary at a rate of more than 
$5000 a year. . 

( d) All officers and employees of the General Accounting Office, 
whether transferred thereto or appointed by the Comptroller 
General, shall perform such duties as may be assigned to them 
by him. 

( e) All official acts performed by such officers or employees 
specially designated therefor by the Comptroller General shall have 
the same force and effect as though performed by the Comptroller 
General in person. 

(f) The Comptroller General shall make such rules and regula
tions as may be necessary for carrying on the work of the General 
Accounting Office, including rules and regulations concerning the 
admission of attorneys to practice before such office. 

SEC. 312. (a) The Comptroller General shall investigate, at the 
seat of government or elsewhere, all matters relating to the receipt, 
disbursement, and application of public funds, and shall make to 
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the President when requested by him, and to Congress at the 
beginning of each regular session, a report in writing of the work 
of the General Accounting Office, containing recommendations 
concerning the legislation he may deem necessary to facilitate the 
prompt and accurate rendition and settlement of accounts and 
concerning such other matters relating to the receipt, disburse
ment, and application of public funds as he may think advisable. 
In IUch regular report, or in special reports at any time when 
Congress is in session, he shall make recommendations looking to 
greater economy or efficiency in public expenditures. 

(b) He shall make such investigations and reports as shall be 
ordered by either House of Congress or by any committee of either 
House having jurisdiction over revenue, appropriations, or expen
ditures. The Comptroller General shall also, at the request of any 
such committee, direct assistants from his office to furnish the 
committee such aid and information as it may request. 

( c) The Comptroller General shall specially report to Congress 
every expenditure or contract made by any department or estab
lishment in any year in violation of law. 

(d) He shall submit to Congress reports upon the adequacy and 
effectiveness of the administrative examination of accounts and 
claims in the respective departments and establishments and upon 
the adequacy and effectiveness of departmental inspection of the 
offices and accounts of fisca1 officers. 

(e> He shall furnish such information relating to expenditures 
and accounting to the Bureau of the Budget as it may request from 
time to time. 

SBC. 313. All departments and establishments shall furnish to 
the Comptroller General such information regarding the powers, 
duties. activities, organization, financial transactions, and methods 
of business of their respective offices as he may from time to time 
require of them ; and the Comptroller General, or any of his assis
tants or employees, when duly authorized by him, shall, for the 
purpose of securing such information, have access to and the right 
to examine any books, documents, papers. or records of any such 
department or establishment. The authority contained in this 
section shall not be applicable to expenditures made under the 
provisions of section 291 of the Revised Statutes. 

SBC. 314- The Civil Service CommissiQll shall establish an 
eligible register for accountants for the General Accounting 0ffic2. 
and the examinations of applicants for entrance upon such register 
shall be based upon questions approved by the Comptroller General. 

SEc. 315. (a> AU appropriations for the fisca1 year ending 
June JO, 1922, for the offices of the Comptroller of the Treasury 
and the six auditors, are transferred to and made available for the 
General Accounting Office, except as otherwise provided ba'ein. 
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(b) During such fiscal year the Comptroller General, within the 
limit of the total appropriations available for the General Account
ing Office, may make such changes in the number and compensation 
of officers and employees appointed by him or transferred to the 
General Accounting Office under this Act as may be necessary. 

(c) There shall also be transferred to the General Accounting 
Office such portions of the appropriations for rent and contingent 
and miscellaneous expenses, including allotments for printing and 
binding, made for the Treasury Department for the fiscal year 
ending June 30, 1922, as are equal to the amounts expended from 
similar appropriations during the fisca1 year ending June 30, 1921, 
by the Treasury Department for the offices of the Comptroller of 
the Treasury and the six auditors. 

(d) During the fiscal year ending June 30, 1922, the appropria
tions and portions of appropriations referred to in this section shall 
be aVailable for salaries and expenses of the General Accounting 
Office, including payment for rent in the District of Columbia, 
traveling expenses, the purchase and exchange of law books, books 
of reference, and for all necessary misce11aneous and eontingent 
expenses. 

SEC. 316. The General Accounting Office and the Bureau of 
Accounts shall not be construed to be a bureau or office created 
since January I, 1916, so as to deprive employees therein of the 
additional compensation allowed civilian employees under the pro
visions of section 6 of the Legislative, Executive, and Judicial 
Appropriation Act for the fiscal year ending June 30, 1922, if other
wise entitled thereto. 

SEC. 317. The provisions of law prohibiting the transfer of 
employees of executive departments and independent establish

. ments until after service of three years shall not apply during the 
fiscal year ending June 30, 1922, to the transfer of employees to 
the General Accounting Office. 

SEC. 318. This Act shall take effect upon its approval by the 
President: ProWled, That sections 301 to 317, inclusive, relating 
to the General Accounting Office and the Bureau of Accounts, shall 
take effect July I, 1921. 

Approved, June la, 1921. 



APPENDIX 2 

EXECUTIVE ORDERS AND BUDGET CIRCULARS 

Because the budget circulars are not printed and are not easily 
available to the public in the mimeographed form in which they' 
are distributed, the more important ones creating the coordinating 
agencies are printed below. They bear the words "by direction 
of the President OJ and apparently are the equivalent of executive 
orders: The executive orders of September 21 and November 8, 
1921, are also included because of their obvious importance. 

(A) EXECUTIVE OlIDERS 

[No. 3550] The Budget 

By virtue of the authority vested in me by the Budget and 
Accounting Act, 1921, approved June 10, 1921, I hereby prescribe 
the following rules and regulations with regard to the preparation 
and submission of the Budget and the conduct of the Bureau of 
the Budget: 

RItIisio" of 1M Em_Ies. Pursuant to the provisions of section 
2O'l of the Budget and Accounting Act, the Bureau of the Budget, 
under the supervision of the Director and subject to review and 
determination by the President, shall assemble, revise, reduce or 
incnase the estimates of the departments or establishments as 
submitted to the Bureau. The Director of the Budget shall deter
mine the plan as to the contents, order and arrangement of the 
estimates. In increasing or decreasing the estimates of the appro
priations necessary for any department or establishment he shaU 
take into consideration any proper reduction in working fon:es, 
reduction in compensation, and the e1imination of unnecessary 
activities. Estimates, however, in respect to the principal or interest 
of the public debt shaU be subject to revision only with the COIl
currence of the Secretary of the TreasW'l' For the purpose of 
assisting the President with information in the formation of 
business policy for the Government the estimates of appropriations 
and of expenditures and receipts, when assembled and revised by 
the Bureau, shall be transmitted by the Director to the President as 
soon as possible after their receipt from the departments and estab
lishments by the Bureau, in the form of a coosoIidated statement 
of estimated revenue and expenditure, with supporting schedules. 
S~tftflbw ~l. 19~1. 

a. .101 
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[No. 3578] 
I hereby prescribe the following rules and regulations with 

regard to the preparation and submission of the Budget and the 
conduct of the Bureau of the Budget. 

Revision of ,he EstiffUltes. Pursuant to the provisions of section 
207 of the Budget and Accounting Act, the Bureau of the Budget, 
under the supervision of the Director and subject to review and 
determination by the President; shall assembly, revise, reduce or 
increase the estimates of the departments or establishments as 
submitted to the Bureau. The Director of tbe Budget shall deter
mine the plan as to the contents, order and arrangement of the 
estimates. In increasing or decreasing the estimates of the appro
priations necessary for any department or establishment he shall 
take into consideration any proper reduction in working forces, 
reduction in compensation, and the elimination of unnecessary 
activities. Estimates, however, in respect to the principal or interest 
of the public debt shall he subject to revision only with the con
currence of the Secretary of the Treasury. For the purpose of 
assisting the President with information in the formation of 
business policy for the Government the estimates of appropriations 
and of expenditures and receipts, when assembled and revised by 
the Bureau, shall he transmitted by the Director to the President 
as soon as possible after their receipt from the departments and 
establishments by the Bureau, in the form of a consolidated state
ment of estimated revenue and expenditure, with supporting 
schedules. 

2. Concurrently with the transmission of the estimates by the 
Director of the Bureau of the Budget to the President, the Secre
tary of the Treasury shall transmit a statement, for the information 
of the President, showing, from the point of view of the Treasury, 
the relation between the estimated appropriations and expenditures 
and the estimated receipts of the Government. This statement shall 
contain all necessary memoranda and tables together with such 
other comments as may he pertinent to the subject matter of the 
Budget, including suggestions and recommendations as to how the 
revenue needs of the Government may be met. The Secretary of 
the Treasury shall, at the same time, prepare and transmit to the 
President, for incorporation in the budget, the figures for the 
actual expenditures of the Government for the last completed fiscal 
year, the figures for the actual and estimated receipts for the last, 
the current and the ensuing fiscal years, required by sub-divisions 
(b), (c), and (d) of section 201 of the Budget and Accounting 
Act, and also the financial statements required by the provisions 
of sub-divisions (f), (g), and (h) of the same section. The Secre
tary of the Treasury shall, if the estimated receipts for the ensuing 
fiscal year, on the basis of laws existing at the time the budget is 



ORDERS AND CIRCULARS. 303 

transmitted, plus the estimated amounts in the Treasury at the 
close of the fiscal year in progress available for expenditnre in the 
ensuing fiscal year, are less than the estimated expenditures for 
the ensuing fiscal year, make recommendations to the President for 
new taxes, loans, or other appropriate action to meet the estimated 
deficiency. If, on the other hand, the aggregate of such estimated 
receipts and such estimated amounts in the Treasury is greater than 
such estimated expenditures for the ensuing fiscal year, the Secre
tary, for the information of the President, shall make such recom
mendations and suggest such financial measures as in his opinion 
the public interest may require. The Director of the Budget shall 
make available to the Secretary of the Treasury at his request any 
information in the possession of the Bureau or any of its employees 
in respect to the receipts and expenditures of the Government and 
any other matters that may be pertinent to the business of the 
Treasury. The Secretary of the Treasury shall make available to 
the Director of the Budget at his request any information in the 
possession of the Treasury or any of its employees in respect to 
the receipts and expenditures of the Government and any other 
matters that may be pertinent to the business of the BudgeL 

3. The Director of the Budget. in gathering information for the 
use of the President. acts for the President, and his calls upon the 
Chiefs of Bureaus and other Administrative Officers for purposes 
of consultation or information take precedence over the Cabinet 
Head of a Department, or any head of an independent organization. 

4. The Budget Officer in each department. being appointed by 
the Cabinet head, will present to the Director of the Budget the 
views of the Cabinet head upon the wisdom of conclusions drawn 
by the Director of the Budget, for the use of the Chief Executive 
and Congress; but, as in the case of Bureau Chiefs and other 
officers, the call of the Director of the Budget for their presence 
and advice takes precedence over the Cabinet head. 

5. The coOrdinating agencies established by the Executive are 
for the purpose of enabling the President, in matters of routine 
business, to so coOrdinate the activities of the different departments 
and estsblishments as will insure the most economical and efficient 
expenditure of monies appropriated by Congress. They- provide 
the machinery through which, with the minimum of obstruction 
and delay the Executive may impose a unified plan of governmental 
routine business. The Director of the Bureau of the Budget shall 
have general supervision over the work of the coOrdinating agencies 
heretofore created by Executive Order. subject to such instructions 
as may hereafter be issued by the President. 

6. The Chief Coordinator. General Supply. appointed amIer the 
provisions of Executive Order of July 2']. 1921, shall exercise 
general supervision, subject to the Director of the Bndget. over the 
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coOrdination of the routine business activities of the governmental 
organization, with particular attention to methods of purchasing, 
liquidation of supplies, specification of materials, advertising, 
warehousing, employment, manufacturing, disbursing and other 
ordinary business activities of the Government. 

7. The decisiOn of the Chief Coordinator, in all matters of coor
dination, shall be transmitted to the heads of departments or inde
pendent establishments concerned and shall be final, except that 
such heads may appeal to the Director of the Budget within four 
days after the receipt of notice of the coOrdinating order, and if 
not sustained by the Director of the Budget may appeal to the 
President of the United States within six days after the decision 
of the Director of the Budget. If such appeal is not taken or is 
not sustained the decision in question shall stand, and shall be 
published to those affected by the heads of the departments 
concerned. 

8. The heads of departments and subordinate officials will retain 
all present responsibility with respect to individual business trans
actions, subject to such policies as may be imposed in the manner 
indicated above. 

9. All persons heretofore or hereafter appointed to duty under 
the Chief COOrdinator, either in Washington or in the Corps Areas 
of the country, shall be regarded as so appointed or detailed by 
the President of the United States, and they shall not be subject 
to • reassignment by department heads except as authorized by 
Executive Order. Such persons shall not be required to submit 
any report to any department except such as may be required as to 
their location or assignment or for purposes of pay, the intention 
being to prevent any interference with their direct responsibility 
to the President of the United States and his agents, the Director 
of the Budget and the Chief COOrdinator. The above does not 
apply to departmental representatives on the various coOrdinating 
boards, and, in case of those detailed to coordinating duty in 
addition to other duties, it applies only with respect to such 
coordinating duty. 

10. All Bureau chiefs and employees of the executive Govern
ment are directed to furnish any available information desired for 
purposes of coordination, or to attend any conference on coOrdina
tion, at the request of the Chief COOrdinator. It shall not be neces
sary for any duly authorized representative of the Director of the 
Budget, of the Chief COOrdinator or any coordinating authority 
established by Executive Order, to secure the approval of the head 
of a department or military or naval authority of a request for 
information for use in connection with the activities of the coOrdi
nating bodies. The duly authorized agents of the Director of the 
Budget, of the Chief Coordinator, or of the coOrdinating boards, 
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shal1 have access to all books and papers of the various departments 
and independent establishments which contain any information 
pertinent to the subject UDder consideration for coOrdination. 

II. All departments and establishments must so organized for 
the transaction of matters of routine business as to facilitate their 
proper coOperation with the genenl coOrdinating agencies. Where 
the existing form of the organization of the routine business of 
the departments and establishments, or the form of reorganization 
suggested by the head of the department or estab1isbment does not, 
in the judgment of the Director of the Bureau of the Budget, 
properly meet the requirements of the situation, the Director of 
the Bureau of the Budget shal1 recommend to the President the 
form which, in his judgment, such departmental organization 
should take to that end. In his final determination of the form of 
organization the President will then consider the recommendations 
of the department head or head of the independent establishment 
concurrently with those of the Director of the Budget. 

12. All coOrdinating agencies made subject by Executive Order 
to the supervision of the Director of the Budget sha1l make 
quarterly reports to him of their activities for transmission by 
him to the President. 

NDWfrIbn' 8, '921. 

(B) BUDGI!T CnCULARS 
No. 14-]uly 22, 1921 [Permanent Conference on Printing] 

To H,ods of D,~1s IItId lrtd'tntdeat Establisll-u of 1M 
GownaMnll: 

At the suggestion of the Public Printer and with the approval 
of the President, there is about to be organized a pennauent c0n
ference on p'rinting, the purpose of which is to investigate and 
propose UDlform standards, business-like methods, and proper 
economies in the public printing and binding and the distribution 
of Government publ;catious 

It is proposed that the conference should be organized on the 
basis of one rq>resentative from each executive ck:partment and 
independent establishment, to be elected by the lad of such depart
ment or establishment in coOperation with the budget officer 
thereof. This representative might wdl be the chid of the printing 
or pubiiatiODS division if such already exists. The direct repre
sentative of the Bureau of the Budga will be Mr. A. R. Barnes, 
of Chicago, a wdllmown printer of yery Jarge experienc:e.. 

The _bers of this permaneot eonferenc:e will have authority 
to repre;ent fully their iespective departments and establishments 
in all matters pertaining to the public printing and binding and the 



306 THE NATIONAL BUDGET SYSTEM 

distribution of Government publications, particularly where thOSE 
subjects relate also to the Government Printing Office. Theil 
recommendations, with the approval of the Director of the Bureau 
of the Budget, the Joint Congressional Committee on Printing, 
and the Public Printer, shall be submitted to all branches of the 
Government service affected thereby. 

Regular meetings will be held in the conference room in the 
Government Printing Office, or at such other place as the Director 
of the Bureau of the Budget may provide from time to time. The 
first meeting for organization and the discussion of preliminary 
plans will be held on or about August 2, 1921, notice of which will 
be sent to yOIl in due course. 

To the end that effective coOperation may be quickly secured, 
will you please designate to the Director of the Bureau of the 
Budget your representative to such permanent conference at as 
early a date as is practicable. 

No. IS-July 27, 1921 [Chief COOrdinator; Area Coordinators] 

To Heads of Drpartments and Independent Establishments of the 
Government: ' 

In order to more effectively carry out the provisions of Execu
tive Order of December 3, 1918, and Executive Order of August 
27, 1919, dealing with the handling of surplus material, supplies 
and equipment, the following is ordered: 

I" For conveuience, the territory of the United States is divided 
into nine areas, corresponding to the nine Army Corps Areas, and 
in each area an official shall be selected who shall be known as the 
COOrdinator for General Supplies for the several Executive Depart
ments and independent establishments having activities in that area. 
Each such officer shall serve under the title CoOrdinator, General 
Supply, --Corps Area. In each of the Areas in which the Army, 
Navy or Shipping Board or other department has activities of 
sufficient importance to warrant it, a representative of such depart
ment may be detailed to aid the Area Coordinator in administering 
the provisions of this Order. 

2. Each official selected as Coordinator will repair to Washing
ton, D. C., reporting upon arrival to the Director of the Bureau of 
the Budget for instructions. 

He will confer with every executive department and independent 
agency or establishment having, or which may have, activities 
involving the disposition of surplus supplies and equipment, in the 
area assigned him. Upon arrival in his area he will, by means of 
correspondence and personal inspection, promptly locate and in
spect surpluses and accumulations of Government stocks, regard
less whether or not these stocks have been reported surplus, and 
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report thereon to anr head of a dePartment concerned, as well as 
to the Chief CoordlDator, General Supply, Washington, D. c., 
referred to hereinafter, having particular reference to the existence 
of accumulated stocks which appear to be in tltcess of reasonable 
reserves or current needs. 

He will keep in general touch with all Government projects in 
his area involving the procurement, transfer, or disposal of Gov
ernment supplies and equipment. It shall be his duty to see that 
Government policies are carried out in regard to the departmental 
purchase of Government supplies. He shall have the power to fix 
the fair market price of surpluses, which price shall be the deter
mining measure of the transfer of funds upon the books of the 
department incident to the interdepartmental transfer of material. 

He is authorized to act in the name of the Chief Coordinator, 
General Supply, Washington, D. c., and postpone any sale of 
Government property in any department whatsoever when his 
investigation shows that it is not in the financial interests of the 
general Government to permit the sale to be held or to be continued. 
He will inunediate1y report his action in these cases to the head of 
the department concerned and to the Chief Coordinator, General 
Supply, Washington, D. C. 

He will, by correspondence, keep in touch in a general way with 
the Coordinators for General Supply in areas adjacent to his own 
with the view of effecting economies by the interchange of ma
terials between Corps Areas when such a transaction would be to 
the financial interests of the general Government. 

He will submit recommendations to the head of the d~ent 
concerned and to the Chief CoOrdinator, at any time mvolving 
practical suggestions which he believes would result in economies 
to the general Government in disposing of our surplus stocks or 
result in better cooperation between various Government agencies. 

3. There is hereby created in the Office of the Genera1 Supply 
Committee the Office of Chief COOrdinator, General Supply, whose 
duty it shall be to supervise and coOrdinate the work of the COOr
dinators, General Supply, operating in each Corps Area, and to 
bring any matters to the attention of the department heads which, 
in his judgment, will be of assistance to them in contributing to 
economy and efficiency. The Chief CoOrdinator, General Supply, 
will instruct the Coordinator'S of Supply in Corps Areas to select 
those cJasses of stocks which represent substantially the bulk of 
the money value of all stocks, and concentrate upon these uutil 
disposed of. 

It shall be the duty of the Chief Coordinator to advise as to 
the methods of expediting the inventories of surplus stocks in the 
possession of the various departments and independent establish
ments of the Government, upon which he shaD report to the heads 
of departments c:oucemed. 
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He shall advise the department beads upon policy governing 
the sales of commodities held surplus in more than one department 
of the Government, which policy shall aim to insure uniformity 
in prices received and tend to protect the state of the market in the 
Government's interests. 

It shall be the duty of the General Supply Committee to maintain 
the records of the surplus property, equipment and material re
ported to the Chief Coordinator, receiving and answering inquiries 
in accordance with the provisions of the Executive Order of 
August 27, 1919. 

4. In addition to coordinating sales of surplus property, pre
scribed above, the Chief CoOrdinator, General Supply, shall exer
cise general supervision over the purchase functions of the several 
departments and establishments. 

The coordinating officer assigned to each territorial subdivision 
of the United States and its extra-continental possessions shall 
exercise within his area such like supervisory powers over the 
purchasing functions of the several departments and establishments 
as may be required of him by the Chief Coordinator at the seat of 
Government, in coOperation with the department heads. 

In each executive department and independent establishment of 
the Government there shall be a Director of Purchases and a 
Director of Sales, who shall coOrdinate all activities involving pur
chases and sales within their respective departments and be in 
direct liaison with the Chief COOrdinator, to whom they shall 
furnish copies of all their surplus property reports. These Directors 
of Purchases and Sales shall be subject to call by the Chief COOr
dinator for conference in all matters involving the coOrdination 
of sales and purchases in the various departments of the Govern
ment service. 

The coordinating officers shall report to the Chief CoOrdinator, 
General Supply, Washington, D. C., to be presented by him to the 
department heads concerned, for their information, all cases where, 
in their judgment, the procurement of basic and raw materials may 
be made to the best advantage by a single purchase by category 
under approved specifications. 

Acceptance Or rejection of deliveries will ordinarily lie with that 
department or bureau for which deliveries are intended. When 
scientific tests are an essential part of the inspection of supplies, 
the Chief COOrdinator may call upon the Bureau of Standards for 
the application of such tests. 

Cost to the general Government shall be computed as cost at 
point of delivery. 

5. All correspondence from COOrdinators, General Supply, to the 
Washington Government shall be addressed to the Chief COOrdina
tor, General Supply, Washington, D. C. 
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No. 2S-August 2S, I!)2I [Federal Purchasing Board] 

To fhlt H,ad,r of Depllf1ffUJIlfs a.ml EstabUshments: 
x. In order to enable the Chief Coii1'dinator, General Supply, 

to perform the duties of coordinating purchases throughout the 
several departments and establishments as prescribed in Circular 
No. IS, Bureau of the Budget, dated July 27, 1921, there shall be 
organized in the General Supply Committee a directorate of pur
chase to be known as the Federal Purchasing Board. 

2. The Federal Purchasing Board shall be composed of one 
representative from each department and establishment having 
authority to purchase supplies. The Chief Coordinator, General 
Supply, shall be Chairman of the Board. 

3. Immediately upon the receipt of this circular the heads of 
such departments and establishments shall designate one repre
sentative to serve as a member of the Federal Purchasing Board, 
and shall designate such assistants to such members as may be 
deemed necessary. As soon as practicable after receiving notice 
that all of the above members of said Board have been designated, 
the Chief Coordinator, General Supply, shall call the initial meeting 
of the Board for purposes of organization. 

4- The Board will have assigned to it all questions of purchase 
of the several departments and establishments represented on it. 
While the power to purchase and to coordinate purchases is thus 
centralized in the Board, it shall be its policy to decentralize admin
istrative matters and the actual execution of purchase. Such articles 
as are of a pre-eminently specialized nature will normally be 
referred back immediately to the Department concerned, which will 
handle the purchase of the same as heretofore. Such articles as are 
needed in common by aU departments will, as a rule, be allocated 
for purchase by the Board to the Department best fitted, in its 
opimon, to perform this particular function for the whole Govern
ment Service. The Board will endeavor to standardize require
ments whenever possible in order that joint ~ may be 
the rule and not the exception. In general, the makng 
the purchase will also make the inspection, thus ehmjnating dupli
cation. 

5. It shall be the duty of the Board to formulate policies and 
plans designed to knit the purchasing activities of the several 
departments and establishments into a Federal business association, 
and to bring about business methods calculated effectively to safe
guard the interests of the Go'Vel1Ullent, and at the same time to 
promote the confidence of private business interests and industrial 
communities doing business with the Go.awnent. 

6. The Chief COOrdinator, General Supply, will be respong"ble 
for the efficiency of the B<ard, and for developing it along practical 
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lines. After a full discussion of any question by the Board, his 
decision will be final as to the action to be taken or the policy to 
be pursued, but any member may appeal therefrom to the head 
of his department or establishment. The Chief Coordinator, 
General Supply, may detail an assistant to sit with the Board to 
represent him in matters of routine. 

No. 26--August, 25, 1921 [Federal Liquidation Board] 

To the Heads of Departments and Establishments: 
I. In order to enable the Chief COOrdinator, General Supply, 

to perform the duties of coordinating sales throughout the several 
departments and establishments as prescribed in Circular No. 15, 

,Bureau of the Budget, dated July 27, 1921, there shall be organized 
in the General Supply Committee a directorate of sales to be known 
as the Federal Liquidation Board. 

2. The Federal Liquidation Board shall be composed of one 
representative from each department and establishment having 
sales activities. The Chief Coordinator, General Supply, shall be 
the Chairman of the Board. 

3. Immediately upon the receipt of this circular the heads of 
such departments and establishments shall designate one repre
sentative to serve ~ a member of the Federal Liquidation Board, 
and, shall designate such assistants to such members as may be 
deemed necessary. As soon as practicable after receiving notice 
that all of the above members of said Board have been designated, 
the Chief Coordinator, General Supply, shall call the initial meeting 
of the Board for purposes of organization. 

4- It shall be the duty of the Federal Liquidation Board to 
formulate policies and plans designed to knit the sales activities 
of the several departments and establishments concerned in the 
liquidation of stocks into a Federal business association, and to 
bring about business methods calculated effectively to safeguard 
the interests of the Government, and at the same time to promote 
the confidence of private business interests and industrial com
munities doing business with the Government. 

5. The Chief COOrdinator, General Supply, will be responsible 
for the efficiency of the Board, and for developing it along prac
tical lines. After a full discussion of any question by the Board, 
his decision will be final as to the action to be taken or the policy 
to be pursued, but any member may appeal therefrom to the head 
of his departmeut or establishment. The Chief Coordinator, 
General Supply, may detail an assistant to sit with the Board to 
represent him in matters of routine. 
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No. 3s-September 23, 1921 [Federal Motor Transport Agent] 

To thB H ,ads of D,partmeflts ami Establis1t.mmts: 
A general survey of the motor transport situation throughout 

the United States reveals the fact that the rule of absolute fixed 
assignments of motor vehicles, to Executive Departments and 
Independent Establishments of the Federal Government, is handi. 
cappIng us in the handling of our motor transport problem from 
the point of view of the general Government. The motor transport 
of a department may be over-taxed when there are motor vehicles 
standing idle in another department. Civilian trucks are being 
hired when a Department is confronted by an emergency, when 
the same service could, by proper coordination, be performed 
within the limits of the Government itself. 

In order to coordinate the use of motor transportation operated 
under the Executive Departments and Independent Establishments 
of the Federal Government, in the interests of efficiency and 
economy, the following is announced: . 

I. Where more than one Executive Department or Independent 
Establishment are operating motor transport vehicles in a city or 
populous district, the CoOrdinator, General Supply, whose area 
mcludes the city or district, will prepare and submit a plan for 
coOrdinating the use of this motor transport so that the intere.-ts 
of the general Government may be met in the most economical 
and practical way. The plan will be drawn to meet the special 
needs of the particular city or district, but the following general 
principles should be embodied, as far as practicable, in each plan 
submitted: 

(a) The proper housing and grouping of the vehicles of 
each department, for the purpose of economical housing, 
maintenance and repair. 

(b) The absolute limitatiOG to the minimum of assigned 
vehicles and the operation of all in pools. 

(c) The linking up of all pools of vehicles of the city or 
district, in a single pool, for the purpose of economical 
operation. 

(d) The resting of the responsibility on a separate included 
Executive Depaninent or Independent Establishment, for the 
eflicient operation of its share of the plan. 

(e) The coosidering of the motor transport problem of 
the city or district as one problem; each service contributing 
to its executioa in the most pract:icU _yo 

(f) The appointment, by the Area CoOrdinator, General 
SupplT, for each city or district, of a Federal Motor Trans
port Agent, who shall have full authority to carty out the 
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purposes of the plan for his city or district and whose decision 
shall be final in all matters of assignment of tasks and dis
patching of motor vehicles therefor, and the coordination of 
housing facilities and operations for maintenance and repair. 

Any Executive Department or Independent Estabishment having 
motor vehicles within the particular city or district, may appeal 
from the decision of the Federal Motor Transport Agent, to the 
Coordinator, General Supply, for the whole area. 

The Federal Motor Transport Agent may be the local repre
sentative for motor transportation of one of the Executive Depart
ments or Independent Establishments, but in his capacity as Federal 
Motor Transport Agent he will carry out thoroughly the approved 
plan of the Area Coordinator. 

2. Plans covering each city or populus district will be forwarded 
by Area Coordinator, General Supply, to the Chief Coordinator, 
General Supply, Washington, D. C., who will, in addition to his 
other duties, carry out the provisions of this circular in coordinating 
all Federal M'otor Transportation. 

3. Upon approval of the plan by the Chief Coordinator, General 
Supply, it will be put into effect by the Area COOrdinator, General 
Supply, who will, from time to time, recommend such modifications 
as may appear desirable in the interests of economy and efficiency. 

4- The head of each Executive Department or Independent 
Establishment, of the Federal Government, will name a repre
sentative for each area in which the Department or Establishment 
has motor vehicles in operation. This representative will inform 
the Area Coordinator, General Supply, of the location, kind and 
number of all motor transportation, in his Department or Estab
lishment, in operation in the particular area and the duties assigned, 
and he will also furnish such other information as may be called 
for by the Area COOrdinator. This representative will, in confer
ence with the Area Coordinator, assist in formulating the coordi
nated plan for operating of all Federal Motor Transportation in 
the particular city or district. 

5. The District of Columbia will, for purpose of coordinating 
motor transportation, from a separate area. A Coordinator for 
Motor Transportation will be designated for this District, who 
will report to the Chief Coordinator, General Supply. 

No. 41-October 10, 1!)21 [Federal Traffic Board] 

To the Heods of Departments and Establishments: 
I. For the purpose of effecting economies and better business 

administration throughout the Government service, in the handling 
of passenger and freight shipments, as well as shipments by express 
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and parc:eI post, to utilize in a more practical way the various 
carrying facilities available and to institute methods for the prompt 
sdtlement of alf transportation accounts; there is hereby estab
lished, under the general supervision of the Chief COOrdinator for 
General Supply, a Federal Traffic Board. 

2. It shall be the duty of the Federal Traffic Board to make a 
complete study of the traffic problems confronting the various 
departments and independent establishments of the Government. 
In cooperation with representatives of the Interstate Commerce 
Commission, and the carriers, it will establish uniform classifica
tions for all commodities. including raw materials as well as finished 
products. shipped by the Government so that shipments may be 
made at the lowest tariff rates. The Board will draw up plans for 
improving and standardizing methods of making shipments and 
for the settlement of accounts. These plans will be submitted to 
the Chief COOrdinator, General Supply, who will take the necessary 
action in each case. 

3· The activities of the Board shall be directed by its chairman 
under the title of COOrdinator for Traffic, who shall, under the 
general direction of the Chief Coordinator for General Supply, 
select the necessary committees of the Board. direct the time and 
place of aU meetings and the order in which the various elements 
of the problem shall be considered. 

4- Immediately upon receipt of this Cm:u1ar, the head of each 
department and independent establishment making shipments from 
time to time shall designate one representative to serve as a member 
of the Federal Traffic Board. Heads of departments and ind~ 
pendent establishments concerned will report the names of such 
representatives to the Chief Coordinator for Genera1 Supply, who, 
upon receipt of ~s ~formatiOll, shall call the initial meeting for 
purpose of orgaruzatiOll. 

5. Heads of the various departments of the Government are 
requested to furnish the CoOrdinator for Traffic:, such information 
and clerical assistance as be may ~uire in the prosecution of 
the duties assigned to him. Such clencal force will be requested 
in proportion to the amount of business bandled in the respective 
departments. 

6. The classification of commodities and the insb iiCDonS go9-
erning shipments and methods of settling transportation ac:counts 
that are adopted by the Board and approved by the Coiirdinator 
for Traffic:, after the procedure indicated in Paragraph 2 of this 
circu1ar, shall, as far as applicable and in conformity with law, be 
hinding upon and govern aU departments. bureaus, IogUICies and 
offices of the Government in aU shipments made by them. 

7. All questions pertaining to the classi6r:ation of mUerials or 
terminal, switching. freight rates, etc., which require the application 
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of remedial measureS, will be submitted to the Coordinator for 
Traffic, either for adjustment with the Qassification committees 
representing the carrier, or for the presentation of a complaint 
with the Interstate Commerce Commission. 

8. In the event of disagreement a9 to classifications, instructions 
governing shipments and methods of settling transportation ac
counts, or on methods of procedure, the case will be submitted to 
the Chief Coordinator for General Supply, whose decision shall 
be final as to the action taken, subject only to an appeal to the 
Head of the Department concerned. 

No. 42---0ctober Ib, 1921 [Federal Specifications Board] 

To the Heads of Departf'IUflts aM Establishments: 
I. For the purpose of coordination and economy in the procure

ment of material and services used by the Government under speci
fications prepared in the various branches thereof, to avoid dupli
cation of effort, and for the better utilization of resources and 
industries, there is hereby established a Federal Specifications 
Board. 

2. It shall be the duty of the Federal Specifications Board to 
compile and adopt standard specifications for materials and serv
ices, and to bring specifications into harmony with the best com
mercial practice wherever conditions permit, bearing in mind the 
desirability of broadening the field of supply. 

3. The Director of the Bureau of Standards, Department of 
Commerce, shall be es-officio Chairman of the Board, and shall, 
subject to the approval of the Chief Coordinator for General 
Supply, select necessary committees, direct the time and place of 
meetings and the order in which subjects shall be considered. 

4- Immediately upon receipt of this circular, the head of each 
department and establishment purchasing materials or services in 
accordance with speci/ialtions prepared in such department shall 
designate one representative to serve as a member of the Federal 
Specifications Board, and shall designate such assistants to such 
members as may be deemed necessary, notifying the Chief COOrdi
nator for General Supply of their selection. The Chief COOrdinator 
for General Supply shall caJJ the initial meeting of the Board for 
purposes of organization. 

5. The specifications that are prepared, adopted by the Board, 
and approved by the Director of the Bureau of Standards shall, 
as far as applicable, be binding upon and goYem all departments, 
bureaus, agencies and offices of the government. In the event of 
disagreement on specifications, or on methods of procedure, the 
case will be submitted to the Chief COOrdinator for General Supply, 
whole decision shall be fina1 as to the action taken, subject only 
to appeal to the bead of the department coocerned. 
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No. 47-November 22, 1921 [Interdepartmental Board of 
Contracts and Adjustments] 

To 1M H eOOs of De/iarlffUlnts and Establishmmls: 
I. Without limiting in any manner the jurisdiction or authority 

of heads of executive departments and independent establishments 
over the subject matter of Government contracts, as the same is 
now defined by law, but for the put'P.Ose of standardizing contract 
forms, securing the adoption of uruform policies as regards con
struction work and uniform practices of interpretations and nego
tiations both preceding and following the actual execution of such 
contracts; there is hereby established in the Office of the Chief 
Coordinator, General Supply, a board to be known as the Inter
departmental Board of Contracts and Adjustments, the members 
and functions of which Board shall be as follows: 

2. The head of each executive department, including the Depart
ment of Justice, shall organize a department board made up of 
one representative of each bureau having the independent right 
to enter into contracts on behalf of the United States. Such depart
ment board shall recommend policies to control in the standardiza
tion of contracts within such department. They shall choose from 
their number a chairman and any other necessary officers. 

3. The chairmen of the several department boards, together with 
a representative designated by the head of any independent estab
lishment now authorized by law to enter into important contracts, 
and the Chief Coordinator, General Supply, shall constitute the 
Interdepartmental Board of Contracts and Adjustments, and shall 
serve without additional compensation. 

4. This Board shall be presided over by a Chairman who shall 
be the representative of the Secretary of the Treasury. The Chair
man shall, upon being advised of the complete membership, call 
the members of the Board together for purposes of organizatioo. 
The Board shall adopt such by-laws and appoint such committees 
and subcommittees as may be deemed advisable and necessary to 
accomplish the end sought. 

5. The functions of this Board shall be: 
First, to standardize in general, wherever possible, the fonns and 

nlethods of contract letting to the end that a uniform policy 011 the 
part of the Government may control the rnaIcinI!' of such coutracts, 
and with a further view to such changes in the [arm thereof as will 
tend to enlist the interest of the contractor on behalf of economy 
and with a further view to such changes in the form thereof as 
will tend to enlist the interest of the contractor 011 behalf of econo
my and promptness of execution, and eliminate those nncertainta 
of constructioo and hazards to be assumed by the contractor which 
have hitherto operated to increase the cost of Govel'1Ullellt work 
andsupp1ies. 
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Second, to recommend general policies in the settlement of out
standing obligations arising out of contracts of the United States, 
such as methods of determining and enforcing damages, of settling 
disputes as to questions of fact, and of determining the final com-
pensation of contractors. . 

Third, in an advisory capacity and when requested by the head 
of any department or establishment, or his representative upon 
the Board; 

(a) To review and revise important contracts and agree
ments made or about to be made on behalf of the United States. 

(b) To advise officers authorized to contract and operating 
under contract as to the proper interpretation of contracts in 
process of execution • 

. (c) To assist in the negotiation of important contracts and 
agreements' relating to personal services, supplies, or con
struction work. 

6. The Chairman of the Board is charged with the responsibility 
for the efficient working thereof and for its development along 
the practical lines above indicated, and in such other ways as may 
become apparent after full study of the situation by the Board or 
any committee thereof. After a full discussion of any question by 
the Board and full opportunity to t)te members to be heard thereon, 
the decision of the Chairman will be final as to the action to be taken 
or the policy to be pursued. But any member may appeal therefrom 
to the head of his department or establishment, who shall have 
final authority in the matter. The Chairman of the Board may 
detail an assistant to sit with the Board to represent him in matters 
of routine. 

No. 69--June 16, 1922 [Federal Real Estate Board] 

To the Heads of Deparlments and Establishments: 
I. Circulars No. 22, August 18, 1921, and No. S4. February 18, 

1922, Bureau of the Budget, are hereby rescinded and the following 
substituted therefor. 

2. Nothing in this circular shall be construed or interpreted to 
change, modify or interfere with any of the jurisdiction and 
authority vested by law in the head of any Executive Department 
or Independent Establishment of the Government. 

3. There shall be designated by the Director of the Budget a 
Surveyor General of Real Estate who shall perform his duties 
under the general supervision of the Chief Coordinator. 

4- The Surveyor General of Real Estate shall be ex-officio 
"Chairman of the Federal Real Estate Board, which is hereby 
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created and which shall consist of one representative from each 
department or independent establishment of the Government having 
custody or control of real estate or interests therein; such repre
sentative to be designated by the head of each department or inde
pendent est-olblishment concerned. 

5. All projects for the purchase, lease (except leases involving 
less than $500 annual rental), sale or disposal of real estate shall 
be transmitted to the Federal Real Estate Board for clearance. 
Where the records show that any individual project does not fall 
within coordinating authority clearance will be immediately given, 
and if the records disclose any information which may be of value, 
such information will be furnished the department or independent 
establishment interested at the time of such clearance. 

Where the records show that any individual project thus su~ 
mitted falls within c:oiirdinating authority the Surveyor General 
of Real Estate will submit his recommendations to the Chief CoOr
dinator, whose decision sha1l be final, subject only to appeal in 
the manner indicated in paragraph 7, Executive Order (No. 3578). 
dated The White House, November 8, 1921. 

6. The Federal Real Estate Board shall be the instrumentality 
by or through which the Surveyor General of Real Estate shall 
coordinate all activities connected with real estate or interests 
therein as regards-

(a) The procurement thereof whether for permanent or 
temporary use, by purchase, lease or donation. 

(b) The occupancy thereof by any Executive Department 
or Independent Establishment of the Government. 

(c) The disposal thereof under authority of Congress by 
lease, license, permit to use, sale or otherwise. 

(d) The maintenance of uniform records thereof. 

7. The Federal Real Estate Board shall collect and compile all 
necessary information pertaining to owned or leased real estate 
of whatsoever charaeter or wheresoever situated. and suggest what 
changes are desirable in the interest of proper and economical use 
of lands, buildings and portions of buildings for the benefit of the 
general government, upon which information the Surveyor General 
may base his recOllw,endations or action. It shall also be the duty 
of the Board to furnish any Department or Independent Establish
ment, upon request, expert advice or assistance in the matter of 
appraisals or negotiations in connection with real estate activities. 

8. In accordance with Paragraph 10, Executive Order (No. 
3Si8) dated the White House, Noftlllber 8, 1921 and upon 
request from the Federal Real Estate Board, any official 01' em
ployee in any of the Departments or Establi~ts shaD furnish 
any available data, information and statistics affecting real estate. 

aa 
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9. The Surveyor General of Real Estate will issue such orderl 
and prescribe such suitable rules and regulations as may be neces· 
sary to enable him to perfonn the duties imposed upon him Iry 
this order which shall govern all Executive Departments and Inde. 
pendent Establishments of the Government which now or hereaftel 
hold, occupy or control real estate or any interest therein in behalf 
of the Government. In the event of disagreement as to such orders, 
rules and regulations, the case will be submitted to the Chief CoOr
dinator whose decision will be final, subject only to appeal in the 
manner indicated in Paragraph 7, Executive Order (No. 3578), 
dated The WhiteHouse, November 8, 1921. 

10. Nothing contained in this circular shall be interpreted to 
extend to matters relating to the Public Lands, the National Parks, 
the National Forest Reservations, or the District of Columbia. 

No. 137-May 16, 1924 [Interdepartmental Board on 
Simplified Office Procedure] 

To the Heads of Deporltnents MId EstablisMnents: 
I. :With a view to promoting economy and efficiency in routine 

office procedure in departments and establishments through sim
plicity and uniformity of practice as to matters not already allocated 
elsewhere by law or executive order, there is hereby created the 
Interdepartmental Board on Simplified Office Procedure. 

", <I., The membership of this Board sha1I consist of the Chairman 
of the several Departmental Committees on Simplified Office Pro
cedure hereinafter provided for, and the Chief Coordinator shall 
be its Chairman. The Chief COOrdinator's decision as to questions 
coming before the Board shall be final, subject to the right of 
appeal contained in paragraph 7 of Executive Order No. 3578. 
dated November 8, 1921. The Chief COOrdinator may detail a rep
resentative to preside in his absence and to act for him in routine 
matters. 

3. Upon receipt of this Order the head of each department and 
establishment will cause to be organized a permanent Departmental 
Committee on Simplified Office Procedure, consisting of a Chair
man and two or more additional members, which committee shall 
investigate, within the department or establishment, matters of the 
same general character as those above outlined for the Interdepart
mental Board on Simplified Office Procedure and any other matters 
pertaining thereto that the head of the department or establishment 
may prescribe. 

4- After the organization of each of the committees herein above 
described, the head of the department or establishment concerned 
will transmit the name of the Chairman of his committee to the 
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Chief Coordinator. The 'latter will ca1l the Interdepartmental 
Board on Simplified Office Procedure together for purposes of 
organization when the names of all chainnen of committees shall 
have been received. The Board will adopt such rules and appoint 
such committees and subcommittees as may be deemed advisable 
to accomplish the results desired. 

No. I46-0ctober 24. 1924 [Federal Board of Hospitalization] 

To ,,.. Heads of Deparlttulftfs MId Establish",etds: 
Circular No. 44. Bureau of the Budget, November I, 1921, is 

- hereby rescinded and following substituted therefor: 
I. For the purpose of coordinating the separate hospitalization 

activities of the Medical Department of the Army. the Bureau of 
Medicine and Surgery of the Navy, the Public Health Service, 
St. Elizabeths Hospital. the National Home for Disabled Volunteer 
Soldiers. the Office of the Commissioner of Indian Affairs. and 
the United States Veterans' Bureau, there is hereby organized a 
Federal Board of Hospitalization. 

2. The Board shall be composed of the Director of the United 
States Veterans' Bureau, who shall be Chairman of the Board; the 
Surgeon General of the Army; the Surgeon General of the Navy; 
the Surgeon General of the Public Health Service; the Superin
tendent of St. E1izabeths Hospital; the President, Board of Man
agers. National Home for Disabled Volunteer Soldiers, and the 
Commissioner of Indian Affairs. 

3. It shall be the duty of the Board: 

<a) To recommend general plans of operation designed to 
knit together in proper coOrdination the hospitalization activi
ties of the several departments and establishments, with a view 
to increasing the usefulness and efficiency of the several 
organizations so as to achieve the maximum of service and 
economy in operation, maintenance and betterments. 

(b) To give consideration to, and make rec:ommendation 
on, questions which may arise concerning the proper coOrdina
tion of hospital facilities, with particular reference to (a) the 
use of existinf facilities, (b) the construction of additional 
facilities, and (c) the standardization of utilizatiOll of supplies . 

... The Chairman of the Federal BoaTel of Hospita1iatiOll shall 
preside over the Board and be respoasible for its efficiency and for 
developing its activities a10ag practical lines. The Board will meet 
at such time and place as may be designated by the ChaiI1llUl. 

S· The recommendations of the Board will be transmitted by 
the Chairman to the Director of the Bnreau of the Budget for the 
consideration of the President. 
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No. loo-May 29, 1925 [Coordinator for Purchase] 

I. The provisions of Circular No. 25, Bureau of the Budget, 
dated August 25, 1921, establishing the Federal Purchasing Board, 
are hereby amplified so as to provide for a Coordinator for 
Purchase. . 

2. The COOrdinator for Purchase shall be the agent through 
whom the Federal Purchasing Board, acting for, and in behalf, 
of the separate purchasing agencies of the Government, may effect 
such joint procurement arrangements as may be agreed upon. He 
shall perform such additional duties in connection with the clear
ance and distribution of procurement of information and operations 
incident thereto as may be delegated to him by the Chief Coordina
tor under the provisions of the order establishing the Board. 

3. Mr. James A. Egleston, the United States Fleet Corporation, 
is hereby designated as Coordinator for Purchase. 

No. lSI-April 7, 1926 [Apportionments of Appropriations] 

To the Heads of Depl14'tments and Establishments: 
Bureau of the Budget Circular No. 161, dated June IJ, 1925, 

is hereby rescinded and the following substituted therfor: 
I. You are requested to furnish the Bureau of the Budget, as 

soon as possible after the passage of your annual appropriation 
act and prior to June 30 of each year, a statement showing (I) 
the appropriations made available for your department or establish
ment for the following fiscal year in annual and other appropria
tion acts; (2) the apportionments of these appropriations made 
in accordance with the provisions of the Anti-Deficiency Law (Act 
of February 27, 1906, 34 Stat., 49, as amended) ; and (3) the 
amount of the General Reserve set up under each appropriation. 
It is desired that no apportionment period longer than three months 
be used in making apportionments. 

2. This statement will be made on Standard Form No. 12 
(Budget Circular No. 175). It will include Annual Appropriations, 
Supplemental Appropriations, Permanent and Indefinite Appro
priations, and all increments to appropriations made available from 
appropriations for prior years, from appropriations for succeeding 
years, and from transfers from other departments and establish
ments. It will exclude appropriations or parts of appropriations 
transferred to the Retirement Fund and to other departments and 
establishments for expenditures. When any change in the amount 
of an appropriation is made after the original statement is sub
mitted, a new statement will be furnished on Standard Form No. 12 
showing the revised amount of appropriation and of apportion
ments thereunder. 
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3. General Reserves should be provided (I) to meet emergencies 
that cannot be anticipated at the time the apportionment is made. 
and (2) to effect savings in the appropriation where such savings 
can be made without detriment to the service in question. 

4- Not later than the 15th of each month following the end 
of a quarter each department and establishment will furnish the 
Bureau of the Budget with a statement showing for each appor
tionment-

(a) The amount of obligation authorized under it by the 
head of the agency charged with the administrative control of 
the funds of the apportionment. 

(b> The amount actually obligated under the corresponding 
apportionment for the quarter ending three months before. 

When the .. actual obligation .. is available it should be reported 
under (a> instead of the .. authorized obligation." but the report 
will not be delayed for this purpose. 

S. A waiver modifying an apportionment, required by the Anti
Deficiency Law. should be made on Standard Form No. JJ 
(Budget arcolar No. 175). and a copy sent to the Bureau of the 
Budget at the time of issue. 

No. ISS-June 29.1926 [Two Per Cent Personnel Oub] 

To 'M H,ad,r of D,ptwltttftJls GIld Eslablishmmls: 
A sum not less than 2 per cent of the total amount expended for 

the salaries of the entire Executive avil Service of the Govern
ment. except temporary employees of the field service, from appro
priations available for salaries during the fiscal year 1927. will be 
reserved to be covered into the surplus fund of the Treasury. 

The necessary reduction in personnel to accomplish this saving 
will be made by omitting such new appointments to fill current 
vacancies as will result in an actual saving equal to 2 per cent of 
the amount expended for salaries in each department and tstablish
ment from appropriations available for such expenditure during 
the fiscal year 1927. No employee will be discharged. demoted. or 
reduced in salary for the sole purpose of effecting this saving. 

Each department and independent establishment will so arrange 
its personal services for the fiscal year 1927 as will carry this into 
effect, with respect to (a) permanent and temporary employees 
in the District of Columbia, and (b) permanent employees in 
the field. 

Report will be made by the head of each department and estab
lishment at the end of each quarter of the fiscal year showing the 
progress made in carrying out these instructiOllS with I espect to 
each of the above mentiooed groups. 
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RULES OF THE HOUSE OF REPRESENTATIVES 
REGARDING PROCEDURE ON APPRO

PRIATION BILLS 

I. There shall be elected by the House, at the commencement 
of each Congress, the following standing committees, viz.: 
•••• 
On appropriations to consist of thirty-five members. 
2. All proposed legislation shall be referred to the committees 

named in the preceding rule, as follows, viz., subjects relating-
• • • * 
To appropriation of the revenue for the support of the Govern

ment-to the Committee on Appropriations. 
3, No bill' or joint resolution carrying appropriations shall be 

reported by any committee not having jurisdiction to report appro
priations, nor shall an amendment proposing an appropriation be 
in order' during the consideration of a bill or joint resolution 
reported by a committee not having that jurisdiction. A question 
of otder on an appropriation in any such bill, joint resolution or 
amendment thereto may be raised at any time. 

4. No amendment of the Senate to a general appropriation bill 
which would be in violation of the provisions of Clause 2 of Rule 
XXI (the rule just given) if said amendment had originated in 
the House, nor any amendment of the Senate providing for an 
appropriation upon any bill other than a general appropriation bill, 
shall be agreed to by the Inanagers on the part of the House uuless 
specific authority to agree to such amendment shall be first given 
by the House by a separate vote on every such amendment. 

5. No appropriation shall be reported in any general appropria
tion bill, or be in order as an amendment thereto, for any expen
diture not previously authorized by law, unless in continuation of 
appropriations for such public works and objects as are already in 
progress. Nor shall any provision in any such bill or amendment 
thereto changing existing law be in order, except such as being 
germane to the subject Inatter of the bill shall retrench expendi
tures by the reduction of the number and salary of the officers of 
the United States, by the reduction of the compensation of any 
person paid out of the Treasury of the United States, or by the 
reduction of amounts of money covered by the bill: Provided, 
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That it shall be in order further to amend such bill upon the report 
of the committee or any joint commission authorized by law or the 
House members of any such commission having jurisdiction of the 
subject matter of such amendment which amendment being ger
mane to the subject matter of the bill shall retrench expenditures. 

6. The following named committees shall have leave to report 
at any time on matters herein stated, namely . • • the Committee 
on Appropriations the general appropriation bills. . 

7. All motions or propositions involving a tax or charge upon 
the people; all proceedings touching appropriations of money, or 
.bills making appropriations of money or property, or requiring 
such appropriation to be made, or authorizing payments out of 
appropriations already made, or re1easin~ any liability to the United 
States for money or property, or referrmg any claim to the Court 
of Claims, shall be first considered in a Committee of the Whole, 
and a point of order under this rule shall be good at any time before 
the consideration of a bill has commenced. 

8. At any time after the reading of the journal it shall be in 
order, by direction of the appropriate committee, to move that the 
House resolve itself into the Committee of the Whole House on 
the State of the Union for the ~urpose of considerating bills 
raising revenue or general appropnation bills. . 

9. In Committee of the Whole House business on their calen
dars may be taken up in regular order, or in such order as the 
committee may detennine, unless the bill to be considered was 
detennined by the House at the time of going into Committee, but 
bills for raising revenue, general appropriation bills and bills for 
the improvement of rivers and harbors shall have precedence. 
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APPENDIX 4 

RULES OF THE SENATE REGARDING PROCEDURE 
ON APPROPRIATION BILLS 

I. The following standing committees shall be appointed at the 
commencement of each Congress with leave to report by bill or 
otherwise. 

* * * * 
Committee on Appropriations of eighteen Senators. 
2. All general appropriation bills shall be referred to the Com

mittee on Appropriations and no amendments shall be received to 
any general appropriation bill the effect of which will be to increase 
an appropriation already contained in the bill, or to add a new item 
of appropriation, unless it be made to carry out the provisions of 
some existing law, or treaty stipulation, or Act, or resolution pre
viously passed by the Senate during that session; or unless the 
same be moved by direction of a standing or select committee of 
the Senate, or proposed in pursuance of an estimate submitted in 
accordance with law. 

The Committee on Appropriations shall not report an appro
priation bill containing amendments proposing new or general 
legislation, and if an appropriation bill is reported to the Senate 
containing amendments proposing new or general legislation, a 
point of order may be made against the bill, and if the point is 

. sustained, the bill shall be recommitted to the Committee on Appro
priations: Provided, however, 

That three members of the Committee on Agriculture and 
Forestry, to be selected by said committee, shall be ex officio 
members of the Committee on Appropriations, to serve on said 
committee when the bill making appropriations for the Department 
of Agriculture is being considered by tho Committee on Appro
priations. and at least one member of the Committee on Agriculture 
and Forestry shall be a member of the conference committee 
appointed to confer with the House upon said agricultural appro
priation bill; 

That three members of the Committee on Post Offices and Post 
Roads, to be selected by said Committee, shall be ex officio members 
of the Committee on Appropriations, to serve on said committee 
when .the bill making appropriations for the Post Office Depart
ment is being considered by the Committee on Appropriations, 
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and at least one member of the Committee on Post Offices and 
Post Roads shall be a member of any conference Committee ap
pointed to confer with the House upon said Post Office appro
priation bill; 

That three members of the Committee on Military Affairs, to he 
selected by said committee, shall be 4S officio members of the 
Committee on Appropriations, to serve on said committee when 
the bill making appropriations for the Department of War is being 
considered by the Committee on Appropriations, and at least one 
member of the Committee on Military Affairs shall be a member 
of any conference committee, appointed to confer with the House 
upon said bill making appropriations for the Department of War; 

That three members of the Committee on Naval Affairs, to be 
selected by said committee shall be es officio members of the 
Committee on Appropriations, to serve on said committee when 
the bill making appropriations for the Department of the Navy is 
being considered by the Committee on Appropriations, and at least 
one member of the Committee on Naval Affairs shall be a member 
of any conference committee appointed to confer with the House 
upon said bill making appropnations for the Department of the 
Navy; 

That three members of the Committee on the District of Colum
bia, to be selected by said committee, shall be es officio members 
of the Committee on Appropriations, to serve on said committee 
when the bill making appropriations for the District of Columbia 
is being considered by the Committee on Appropriations, and at 
least one member of the Committee on the District of Columbia 
shall be a member of the conference committee appointed to confer 
with the House upon said District of Columbia appropriation bill; 

That three members of the Committee on Commerce, to be se
lected by said committee, shall be 's officio members of the Commit
tee on Appropriations, to serve on said committee when the items 
pertaining to rivers and harbors are being considered by the Com
mittee on Appropriations in the bill making appropriations for the 
Department of War, and at least one member of the Committee 
on Commerce shall be a member of any conference committee 
appointed to confer with the House upon items pertaining to rivers 
and harbors contained in the bill making appropriations for the 
Department of War; • 

And that three members of the Committee on Foreign Relations, 
to be selected by said committee, shall be u officio members of 
the Committee on Appropriations, to serve OIl said committee 
when the items pertaining to the Diplomatic and Consular Service 
are being considered by the Comnuttee on Appropriations in the 
bill making appropriations for the Departments of State and 
Justice, and at Ieast one member of the Committee on Foreign 
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Relations -shall be a member of any conference committee ap
pointed to confer with the House when the items pertaining to 
the Diplomatic and Consular Service are being considered in the 
bill making appropriations for the Departments of State and 

Justice. _ 
AlI amendments to general appropriation bills moved by direc

tiolt of a standing or select committee of the Senate, proposing to 
increase an appropriation already contained in the bill, or to add 
new items of appropriations shall, at least one dilY before they are 
considered, be referred to the Committee on Appropriations, and 
when actually proposed to the bill, no amendment proposing to 
increase the amount stated in such amendment shall be received; 
in like manner, amendments proposing new items of appropriation 
to river and harbor bills shall, before being considered, be referred 
to the Committee on Commerce; also amendments to bills estab
lishing post-roads, or proposing new post-roads shall, before being 
considered, be referred to the Committee on Post Offices and 
Post Roads. 

No' amendment which proposes general legislation shall be re
ceived to any general appropriation bill, nor shall any amendment 
not germane or relevant to the subject matter contained in the 
bill be received; nor shall any amendment to any item or clause of 
such bill be received which does not directly relate thereto; and 
all questions of relevancy -of amendments under this rule, when 
raised, shall be submitted to the Senate and be decided without 
debate; and any amendment to a general appropriation bill may 
be laid on the table without prejudice to the bill. 

No amendment, the object of which is to provide for a private 
claim shall be received to any general appropriation bill, unless it 
be to carry out the provisions of an existing law or a treaty stipu
lation which shall be cited on the face of the amendment. 

3. Immediately after the consideration of cases not objected to 
upon the calendar is completed, is not later than two o' clock, if 
there shall be no special orders for that time, the Calendar of 
General Orders shall be taken up and proceeded with in its order, 
beginning with the first subject on the Calendar next after the last 
subject disposed of in proceeding with the Calendar; and in such 
case the following motions shall be in order at any time as privileged 
motions, save as against a motion to adjourn, or to proceed to the 
consideration of executive business, or questions of privilege, 
to wit: 

First. A motion to proceed to the consideration of an appropria
tion or revenue bill. 

* * * * Each of the foregoing motiOl18 shall be decided without debate _ 
and shall have precedence in the order above named, and may be 
submitted as in the nature and with the rights of questiOl18 of order. 
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APPENDIX 5 

OUTLINE OF ORGANIZATION OF THE BUREAU OF 
THE BUDGET, JANUARY I, 1921 

.ifNtHUJI 
O,_ilraH"" Ultils: Salary 

CItu ... DI E",pID;ynS N .. tltb6r R",. 
I. General Administration 

Director I $10,000 
Assistant Director I 1,500 
Executive Assistant I 50400 
Secretary to the Director and Assistant 

Director I 2,300 
Assistant to the Director I 6,000 
Counsel I 50400 
Clerk Stenographer I 1.140 
Assistant Director 4 5.400 

I 5,200 
Investigator t 4.200 

4.000 
I 3.800 

Senior Investigator I 30400 
I 3,300 

2. Office of the Chief Clerk 
I. Chief Qerk 1 3,000 

Assistant Chief Qerk I I.C)80 
Senior Stenographer I 1,500 
Messenger . 3 I,:aOO 

11. Files Section 
Qerk Stenographer I 1,680 

3· Division of Estimates 
Chief of Division I 50400 
Assistant Chief I 30400 
Principal Qerk I 2AOO 

I 2,300 
Qerk I 1,680 
Qerk Stenographer I 1.680 
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BIBLIOGRAPHY' 

INTRODUCTORY NOTE 

In the volume by the author, .. The Problem of a National 
Budget," Studies in Administration, Institute for Government 
Research, 1918, will be found a bibliography of works and articles 
dealing with the question of a national budget. The accompanying 
list includes some additional early items and titles of works appear
ing since that date. 
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Benjamin, P. L. New brooms (In Survey, Feb. 11,1922, v. 47: 
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A description of the working of the budget. 

• Compiled by Sophy H. Powell. 
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R ......... ", Coagrus failed 10 act GIl President Taft' • .....,... ........ tiaa 
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tem, 064-67, 27S-Sa. See 1100 
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;"g Olli". 

AccoUDts, appropriation, Deed for 
proper system of, 064-67. . 

Administrative law, scottored condi
tion of, 27'. 

"Altemotive" budget ('1)02-2,)} , 
70-7'. 

Amendments to appropriation bills, 
abuse of, b,. Senate UDder old 
rule., '7-.8; limited debate em, in 
Ho..... '24; proposal of, bJ indi
vidual Senators limited, '27-08. 

• Aoti-clelicieno;y " act of '90S, 1D7-90 
113-'4-

Apportionment of appropriatious, 
113-'4-

Appropriation.. classi6cotioG of, in 
Budget, 7J-83. 

Appropriations, dc6cicno;y aod sup
plcmcntl~ _itJ for, IJ2, '04-5; 
UDder old system, '05-'0; limita
tion of, b,. Budget Bureau, 111-18. 

AppropriatiODl, Hoo... Committee 
oa, limited jarQdictioa of, IUIdcr 
old system, .2-.6; incrcucd ...... 
tboritJ of, UDd ... DC. system, 34-
37; .atboritJ of, to introduee .... 
or larger items, 64; actioa of oa 
the BucI«et. Il~; rules ....... 
iDc,~ 

AppropriatioDs, __ or COlI-

tiouinc, iDdwioa of, in B1IdIct. 
68, 77-78; ucla'" of, from .
cnI appropriation au., 's6-sB; 
aboUtioo of, Ift'OIIIIIIOIId ~ 

A ........... tiou" Senate Committee 
..... limited jurisdictioa of aDder 
old QSlaD, ~.8; incrcucd au
tboritJ of, aDder _ ~ 37-
3B; kticm of oa the B1IdIct. 114-
l19;raIcs~~ . 

A __ tiooo, speciIic, desinbililJ 
01.160-60. 

Area CoOrdinators, '9'-9'1; work of 
in relation to supplies, .~ 
- - to motor I:nuIsportatina, 
206-7, - -- to hotels, 218-'9-

Arm,. cnginecrs, investigation of 
river and harbor projects bJ, 
.64069-

Assistant Director, Budget Bur ..... 
appointment of, J2. 

Assistants to the Director, Budget 
Burcau,42-

AssociatiODl, Federal Basiness, or
ganizatioa aDd work of, 44-45. 
217-'8. 

Audit of expenditures, '77-Sa. See 
also Acc""""""; C • ...,Ir." ... 
Gmm>I; G.-ol ACCOllII,., Of
fiu. 

Auditors of the TIUSUrJ, abolition 
of, 30; limited powers of, '71-79-
See also AccOII..,.,; C .... ,""'IIrr 
G __ ; G.-ol AcCOlJlllillg Of
fie •• 

Autborizatioa, distinguished &om 
gnnt of appropriatioo, 60-6.1. Il'-
39. .fia.6s. 

BaIaoc:e sheet, lacking aodcr old _ 
tem, 9; _lidated CIIlTCIlt, ia 
B1IdIct. 78. 

Balances of appropriatioDs, 1UIelI:
pcndcd. c:banp ia __ of, 

proposed, 2S4-S7. • 
Bilb, ~ _" ........ 

actioa _ aDder old ~ '5-
'B, .... der .... system, U2-30; liDo
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Buchanan, Representative James B" 
statement of congressional changes 
in Budget, 144-45. 

Budget, definition of, 2, 67-68. 
"Buc!get." form and content of, (q .. 

8J; preparation of, 84~I03; con~ 
gressional action upon, II9-JO, I~ 
55· 

Budget and Aa;ounting Act, legisla
tive history of, 26-J3; provisions 
of, 68-70, 188-g; effect of, 2, 287-
ga; text of, 291-300. 

Budget Bureau, general duties of, 39-
40; organization of, 40~44, JZl; as 
an agency of control, 182-87; re
moval 'of, from Treasury Depart
ment recommended, 40. 222-2J, 
2J3 ; increase of administrative 
control by, recommended, 224~39; 
relief of, from personnel classifica~ 
tion work, recommended, 239-40; 
relief of, from responsibility for 
District of Columbia estimates, 
recommended, 246-48. 

Budget officers, departmental, duties 
of,4I>-47. 

Buildings. See Public ",,"dingl. 
Business Organization of the Gov~ 

emment, its place in the budget 
system, 45-46, 85-86. 

Byrns. Representative J. W., on 
abolition of Bureau of Efficiency, 
229-30. 

Chamber of Commerce of the United 
States, referendum of, on budget 
system, 23. 

Chance, M. 0., member, Presidents' 
Commission on Economy and Effi
ciency, 20-

.. Oaracter or obj~" as basis of 
classification of expenditure, 73-79. 
81~ . 

Chase, H. S. member, President's 
Commission on Economy and Effi
ciency, 20. 

OUef CoOrdinator, duties of, 190"95, 
'99-220. 

Chief of Engineers, duties of, eon
ceming river and barbor improve
ments, 1fi8..6g. 

Civil Service Commission, tranlfer 
of personnel classification work to, 
recommended, 240; efficiency rat
ings of, 226-27. 

Oaims and judgments, statement of, 
included in Budget, 77. 

Oassification of estimates, appropri ... 
ations, receipts, and expenditures, 
73-83. 

Oassification of personnel, provi .. 
sions of act of 1923. 159"61. 

Classification Division. Federal Traf
fic Board, duties of, 208. 

Oeveland, F. A., Chainnan, Presi ... 
dent's Commissioa on Economy 
and Efficiency, 20. 

Committee of tbe Whole Hous. on 
the State of the Union, appropria
tion bills submitted to, 122-24-

Committees, congressional, action of, 
on appropriation bills under old 
system, 13-18; under new system, 
119-30; increase. in Budgets by, 
144-49· 

Communications, coOrdination of, 
219. 

Comptroller Genera~ not removable 
by President, 31, 33 j potential 
aid to Appropriations Committee 
122U; powers and duties of, 179-
82, 244~4S; on need for revision 
of appropriation heads, 264-5. 

Comptroller of the Treasury, ollice 
of, abolished, JO; limited power 
of, 178-79-

Conference on appropriation biDs, 
under old system, 18; under new 
system, 12& 

Congress, action of, under old sys· 
tem. 12-18; opposition of, to neW' 
system, 21-22; action of, under 
Dew system, 119-30; changes of 
estimates by, 142-52; control of 
expenditures by, 176-77. 

Contracts and Adjustments, Interde
partmental Board of, organization 
and work of, 190-91,204. 213 .. 15-

Coolidge, President, support of 
budget system by, ix, ~; re
trenchment policy of, 86-

COOrdination agenci... ereation of. 
46. 189-91 ; work of, 191~ 
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Coordinator, Chief. See Chillf Coa,. 
dinG tor. 

CoOrdinator for Motor Transport, 
195, J06.7. 

CoOrdinator for Purchase, 195, -.... 
Coordinator for Traffic, '95, d-9. 
Coordinator., Area. See Areo Co· 

ordutor.r. 
Corps of Engineer.. See Chi.! of 

£"/li",.,.s; £"""".,.s for Riwrs 
...., Harbors, Boord of. 

Counsel, Budget Bureau, duti .. of, 
. ..,.. 
Dawe .. C. G. first Director, Budget 

Bureau. ix, So; on defects of ac
c:ountina 'Ystem. 280-1. 

Debate, on appropriation hill .. 123-24-
273-7 ... 

Debt, public, a factor in budget re
form. 25 ; statements of. in Budget, 
78-79; reduction of, obscured in 
accounll, 278-7\1-

Debt .ervice, statements of in 
Budget, 730 75. 76, 77, 7\1-

Deficiency. See Aptr'Otnalioru; 
D,ficil,o E.rtifNGl,.r. 

Deficit, statutory limitation on in· 
curring of, 107110 See also POlloi 
"'lieU. 

Director, Budget Bureau, appoint
ment of, J2; powers and duties of, 
_ 88-81). 

Directors of sales, departmental, _I. 
District of Columbia, elimination of, 

from jurisdiction of Budget Bu
reau recommended, &46-4& 

Efficiency, Bureau of, abOlition of, 
recommended, aa6-31; history of, 
aa6-27. 

Engineers for Ri-. and Horban, 
Board of. orpnisatioG and ........ 
of. I~ 

Estimates, Board of. Budget Bureaa, 
~ and work of. 43. 96-
97; .......... ,01 ... 

Estimates, daasificatioG of. ill 
BacIcot. n-8J. 

Estimate.. Divisioo of. Budget Bu· 
reau, organization and work of, 
42--43, 101. 

Estimates of appropriatioos. formu· 
lation of, under old system, 4"'1::1. 
congressional action upon. under 
old system, 12-18; formulation of. 
under new system, 40-590 84-87, 
94"1°3: limitation of, to require-
ments of existing law, lir>-64; state
ments of in Budget, 67-69, 72-83; 
revision of, by services, 84, 99-101 • 

Estimates of appropriations, defi· 
ciency and supplemental, nec .. sil7 
for, 92, JQ4,-S; under old system. 
105-10; control oi, by Budget Bu· 
reau, 111 .. 18. 

Estimates of receipts, statements of. 
in Budget, ~, 72-75. 78; formu· 
Iation oi, ~; compared with 
actual,911)2. 

Execution of the Budget, definition 
of. 1750. 

Executive Assistant to Director, 
Budget Buresu, ..,.. 

Executive orders affecting Budget, 
lut of, 301·S. 

Expenditures, statements of, ill 
Budget, 67-68. 72-83; classification 
of. 73-83; estimates of, compared 
with actual, 911)2; audit of 177-
82; control of. 184-117,253-57. 

Fitzgerald, Representative 1. 1 ..... 
supplemental estimates, 106. 

Ford, H. 1. on Pr8idmt's veto 
power, 12ga. 

Foreign and Domestic Commerce. 
Bureau of, appropriations for, in 
exens of Budget, 53-540 58-59-

u Function. u as basi. of dassificatima 
of -tes, appropriations, and 
expeaditares, 75-7\1-

Fund, ..-m. statement of. ia 
Badset, 73. 78. . 

Fand. """"viag ... imprest. .. of, 
I"OCIIIIUIlaIde for operative and 
supply sem-. &57--

Fand. spociaI ~ ~ 
of -meaded, asJ-54. 
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GaUatin, Albert, attempt of, to de
velop budget system, 5. 

General Accounting Office, creation 
of, 3<>-31; duties of, 182; responsiw 

bility of, to Congress, 179, ISo, 
181; standard purchase form of. 
2D4- See also AccOtlllls; Audit; 
Comptroller G.,..,.al. 

General Supply Committee, organi
zation of, 190-91; work of, 199-
201, 204; transfer of, to Budget 
Bureau recommended, 231-33; re
volving fund for, recommended, 
260. 

Good, Representative J. W. work of, 
in favor of Budget and Aa:ounting 
Act, 0.; 26-28; on House rules, J6: 
on Bureau of Efficiency, 231. 

.. Good bill," Z/-2f), 31-32. 
Goodnow, F. 1., member, President's 

Commission on Economy and Effi
ciency, 20. 

Government Fuel Yard, revolving 
fund for, 259-

Government Printing Office, reforms 
instituted in, 195-99; revolving 
fund for, 259-60; administrative 

. restrictions put on, by appropria
tion ~ 2I'i7-70. 

Grants in aid, President Coolidge's 
opposition to, 86. 

Great Britain, budget system of, S. 
17, 24. 29. 8J, 1 ..... 42, IS2-SS, 18l-

Hamilton, Alexander, attempt of. 
to develop budget system, S-6. 

Harding, President, support of 
budget system by, ix, 286; support 
of Budget Bureau by, 5O-SI, 8s. 

Hearings, by Budget Bureau, 101-2; 
by congressional committees, 131 .. 
22, 126-27. 

• Holman rule,· in Hou .. of Repre
.... tatives, IJJI1. 

Hospitalization, Federal Board of, 
organization and duties of, 190"91, 

• 211-12-
Hotels, for traveling government 

employees, 218-19-
House of Representatives. action of, 

on appropriation bills und... old 
system, 12-17; reform of r ..... of, 

J5-J7, IJI-JJ; procedure of, on 
budget bill., 119-24. 1#-48; in
creases in Budgets by, 144~48; text 
of rules of, J22-2J. See also Co ..... 
miftees}' S6tlGte. 

Institute for Government Research, 
work of, in furthering adoption of 
Budget and Accounting Act, x, 
2J-25· 

Interstate Commerce Commission, 
cooperation of Federal Traffic 
Board with, 208. 

Interest. See Debt swvice. 
Investigators, Budget Bureau, duties 

of, 4.'1-44, !)6. 
Itemization of general lupply appro

priations proposed, 257-62; Geed 
for revision of appropriation 
heads, 2fn-6:7. 

Legislation, permanent, e!imination 
of, from appropriation acts pro
posed, 2I'i7-7I. 

Liquidation Board, Federal, organi
zation and work of, 189-91, 200-3-

Lord, H. M., Director, Budget Bu
reau, ix, x. 

McCormick, Senator MediU, work 
of, in furtherance of budget sy .. 
tem, ix, 28-29-

q McCormick bill," ~J2. 
Madden, Representative M. B., work 

of in support of budget system, 
ix, x; on Budget and Accounting 
Act, 3; on congressional action 00 

Budget, 129-JO; on public buildings 
legislation, 173-74; on audits, 178-
79; on revision of appropriation 
heacb, :z6J, :z66; on the working 
of budget system, 287-89. 

Message. See PrtMnol . 
Mondell, F. W. on budget system, 

289-
Motor Transport Agent, Federal,. 

duti .. of,~. 

National Goard, propaganda for in
creased appropriation for, 57-s8. 

Navy Department, prnpapoda for 
increased appropriation for, 55-56. 
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Northern Ireland, Select Committee 
on Public Accounts of, on Ameri
can budget system, 83n. 

Norton, C. D., service of, in interest 
of economy and efficiency, 20. 

.. Object of expenditur.... See 
II CIuwGt,,,, 0,. objtd." 

Organization, administrative, investi ... 
gation of, provided for by Budget 
and Accounting Act, 2115. 

Organization, Budget Bureau, 39-47, 
321· 

Organization units. See Unit. .f 
orgo",irGlio ... 

P.tents Board, Interdepartmental, 
organization of. 190-91. 

Periodicals, authority of Budget Bu
reau over, 198-99. 

Personnel, ltatement of, in Budget, 
79. a.; classification of, 158-61. 

Personnel ausification Act, 41, 
159"61. 

Personnel ausification Board, relief 
of Director, Budget Bureau, from 
aervice on, recommended 239-40; 
transfer of work of, to Ovil 5 .... 
vice Commission recommended, 
140-

Planning Committee of, Federal 
Traffic Board, duties of, :ID8. 

.. Pork-barrel" legist.tion, former 
.bu... by, 160-64; present oafe
lIl.rds against, 164-74-

Postal deficit, statement of, in 
Budget, 73-74-

Postal receipts and expenditures, 
statement of, in Budget, 7S

Postmaster Genera~ statement of, 
..... rdina buildm, need .. 1,.174-

President, lack of budgeta., .... 
thority of, under old S)'IIem, 7-9; 
authority of, over estimates under 
new system, .1-&3, 19. P-3J, .s-
66, 68-71 ; autbority of, over 
Budget Bureau, 39-41, .'''43; ad
dresoos of at Business 0rwuUza
tion 1Mdi..... 4S-.t6; ""feme of 
bIodpts by, 55-58; disc:mioG of, in 
the matter of new ...-ls, 60-
6.1; disc:mioG of, in the matftr of 

requirements of existing law, 63" 
64; control by, of new legislative 
proposals of administrative offi
cers, 64-67; Budget message, of, 
71-72, 119; formulation of finan
cial policy by, 84-87; tendency of, 
to under emphasize revenue pro
gram in Budget, 86-87; deficiency 
estimates of, 110-12 i lack of poweJt 
of, to veto items, 129; Budget pro
gram as modified by Congress, 142-
52; control over expenditures by, 
183·87; control of, over adminisa 
trative organization and procedure, 
188-.. 0, 224-:16. 

President's Commission on Economy 
and Efficiency, work of, in fur
therance of budget reform, 2IHJ. 

Printing, Joint Committee on, stand
ardization of paper and envelopes 
by, 19'I-g8; limitation of periodi
cats by, 1911; transfer of certain 
powers of, to Budget Bureau rec:
onuuended, 235-39- See also GIIfJ
.... ......, PrintUog ORi". 

Printing, Permanent Conferooce on, 
organization and work of, 180-91, 
195-91). 

Propaganda, for larger appropria
tions, under old system, t6, 18; 
under new S)'Item for Navy De
partmoot, 55-56; for War Depart
ment, s6-57; for national guard, 
57-58; for Bureau of Foreign and 
Domestic Commerce, SS.59; Presi
dent'. opposition to, 56. 57, 58. 

Property, go.,."...menL See RftII EI
_ B~; RftII ._; S_r 
Gnowal of RftII EtfGJ •• 

Public buildings, 1II1Ied by Presideot 
in budget mesoaae, 6.1; appropria
tioas f .... aoder old S)'Item, 160-4; 
un" • ., proYided by House 
Committee on, 16.1; Act of 19'6. 
171-3; remarb of MaddeD Oft. 

17K 
Public Buildings Commissioa, work 

of, ~; traDsfer of powen of, 
to Budgd Bureau .ewwwoudoed, 
:IlS-

Public Contract Act, ",0' __ of. .. 
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Public debt. See Debt, pllblH:. 
Public works, defects of former 

method of appropriating for, 162-
64; reforms to prevent abuse in, 
164-74; investigation of proposed, 
166-69; discretion on, left to ad
miuistrative officers, 169-73. 

Publicity campaigns. See Propa
f gand4. 
Purchase, Coordinator for. See Co

ordi"",or for Purchase. 
Pllrchasing Board, Federal, organiza

tion "I'd duties of, 1119-91, 201-4-

Radio, Army and Navy facilities 
used bY other departments, 219. 

Rail Routing Committee of Federal 
Traffic Board, duties of, 2011. 

Rate, Oassilication and Tariff Divi
sion of Federal Traffic Board, 
duties of, 208. 

Real Estate, Surveyor General of. 
See StInJ.yor Gmnal of R.al 
Estill.. . 

Real Estate Board, Federal, organi
zation and duties of, 1119-9., 205~. 

lieceipts. estimates of, required by 
Budget and Accounting Act, 68; 
classification of, in Budget, 73-75; 
responsibility for estimates of, 89; 
accusations of underestimation of, 
91, 93-94; comparison of adual 
with, 91-92. 

Reports, administrative, in support 
of estimates, 9-

Reserves, general, for control of ex
penditures, 114-17, 184-8s. 

Revenue producing enterprise;, de
sirability of special financial treat
ment for, 24'-45-

Revolving fund, use of, recommend
ed for supply and operating •• r
vices, 2S7~ 

River and harbor improvements, 
former abuse of, J6a-&,; present 
safeguards against abuse of, rul •• 
in Congres .. 164~5; investigation 
of. by engineers, 166-69; lump 
sum appropriations for, 160-71; 
threat of Preoident to defend 
Budget recommendation for, .870. 

Rules, House, reform of, 35"'37; on 
appropriations, 132-33; OD proc,e.. 
dure on appropriation bills, J22-' 
23; Senate, reform of, 37-38; on 
appropriations, 133-34; on pr~ 
dure on appropriation bills, 324-26. 

Salaries, statement of, in Budget, 79; 
proper budgetary procedure ou, 
15~" 

Sales, coOrdination of, 200-203. 
Samuel, Herbert, M. P., on English 

budget system '54-
Sawyer, E., appointment of, as 

Chief COOrdinator of Federal 
Board of Hospitalization, 212. 

Secretary of the Treasury, positiou. 
of, in former appropriation sys
tem, 4-6, 9; relation of, to Budget 
Bureau, ~30, 32; part in the prep
aration of estimates of receipts, 87-
91 ; power of, over the construction 
of public building., '72-74-

Securities owned by government. 
statement of, in Budget,,s. 

Senate, action of, on appropriatiOD 
bills under old system, 17-18; reo
fonn of rules of, 37-38, 133-34; 
procedure of, on budget bills, '24-
29; increases in Budgets by, '45, 
.48-49; text of rule. of, 324-26. 
See also CO_lIlies; HOllie of 
R.pr"""tIIiw •. 

Simplified Office Practice, Interde
partmental Board on, organization 
and work of. 190"'91, 197-98,215-17. 

Sinking fund, statement of opera
tions of, in Budget, 78. 

Smoot, Seoator Reed, on defects of 
old system of appropriating, .on. 

.. Source," as basi. of classification 
of receipts, 73-78. 

Special funds, .tatement of opera
tions of, in Budget, 75-

Special revenue funds, curtailment 
of. recommended, '53-54-

Specification Board, Federal, organi
zation and duti .. of, 1119-91, _ 
210011. 

Standardization, of lpeci/ication .. 
210; of appropriation head. rec
ommended, 262-67. 
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State., grant. to, opposed by Presi
dent, 86. 

Stati.tical Divilion of, Federal 
Traffic Board, duties of, 208. 

Statistico, preparation of, by Divi
,ion. of Estimates. 43. 

Supplementary budgeta, necessity 
for, 241-45. 

Suppli .. , duties of OIief CoOrdina
tor concerning, I~ j sale of sur
plu., 199-301, :102-03. ' 

Supply services, methods of financ
ing, 257-60.. 

Surveyor Geteral of Real Estate, 
duties of, 204-<>S. 

Taft, President, work of, for effi
ciency and economy, 20. 

Tariff Division, Federal Tra1Iic 
Boanl,208. 

Tawney, Representative J. A., on 
.. Anti-defidency II act, log; on sup. 
plemental estimates, 106-07. 

Tax .. , proposed chauges in, induded 
in Budget, 69; tendeney of Presi
dent to omit from Budget, 87. 

Taylor, Geteral Harry, on lump 
lum appropriations, 17c-71. 

Telephone, coOrdinatIOn of depart
mental use of, 219: survey of ex
pendituftl for. 2aO. 

Traffic. Coordinator for. See Co
onIiwoIor for T1'IIffk. 

Traffic Board, Federal. orgauisatioa 
aDd work of, .89. _ 10711-

Trausfer Division, Interdepart-
mental, work of, ""3-

T ...... f .... aothoriaation of, he_ 
appropriation heads, 27'-73-

Treasury. condition of. u _ted 
in the Budget, :ra. 

Treasury l>epartment, budgetary 
duti .. of. under old system, 4-6; 
,..,lalion of, to Budget Bureaa. ~ 

32, 231_; estimates of ;""';pts 
by, 8g-go. See also Seer.'a" Df 
lIN Tr.lUtWl/. . . 

Trust funds, operation of, 279-

Unexpended balan .... changi in 
treatment of, recommended, ~S4-
57. 

II Unit of organization" as basis of' 
elassific:ation of estimates, appro
priations, receipts, and expendi
tures, 74. n, 78. 79-BI. 

Veto, President Wilson', disapproval 
of budget bill, exp,..,..ed by, 30-31 ; 
limited on appropriation bills. 

" Virement,· explanation of, 272. 

War Department, propaganda for 
inc:reued appropriations for, s6-
57. 

Warren, Senator F. E., support of 
budget bill by, ,,; opinion of, 00 
badget system, 289-

Warwick, W, W. member, Presi
dent's commissicm em economy and 
efficiency. 2Q. 

WiUoughby, W. F., member of Pres
ideat's commission OIl ecooomJ' 
and efficiency, 20. 

Wilson, A. J. on English system of 
treating unexpended balances, 255-
s6. 

Wil!on. President, budget system 
recommended by. 28; budget btll 
wtoed by, JG-31; bill iacreasing 
autbority of Joint Committee on 
Printing vetoed by. 138-» 

W'mmm, G. B. on public debt, 27tI. 
Wood, Represoatatiw W. R. on Ba

reaa of ElIicieacy. 2JG. 
Work -. bureaa chiefs testif)' 

on, la •• 
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