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NATIONAL BUDGET SYSTEM.

Avris, 13, 1920.—Ordered to be printed.

Mr. McConenceg, from the Special Comumittee on-the National Budget,
submitted the following

REPORT.
[To accompany H. R, 9783.]

The Special Committee on the National Budget to whom was
feferred the bill (II. R. 97831 to provide a national budget system
and an independent audit of Government accounts, amT for other
purposes, which passed the Iouse October 21, 1919, having con-
sidered the same, report fas orably thereon with the recommendation
that the bill do pass With an amendment.

The committee feel that 1t Is unnecessary to present in this report
facts or arguments in favor of a national budget system for the Fed-
cral Government.  The need for budgetary reform is obvious and we
are wholly in sympathy with the general purpose sought to be ac-
complished by the House bill.  The problem for the committee has
been one of method—of how best to adopt the budget idea to our
existing practices in financial administration.

The commitiee has heard the opinsons of peisors familiar with the

v problem of Budget Teuislution and hias carelill; studied the several
aspedcts of budget mahing. While agreciag with the general tlwury
of the Iouse bill, fixing upon the President, the ultimate respunsi-
bility for the preparation and submission of the annual budget, the
committee deemed it advisable to redraft that portion of the bill
which deals with the preparation of estimates an«{ tu revise in great
part the other portion which provides for an accounting and_audit
office independent of the Treasury. The provisions ol the Tlouse
bill are written in rather more gencial terms than these recom-
mended by the committee of the Senate.  ‘The bill as revised by the
Scnate committee is carefully related to existing law, a considerable
portion of the bill heing actual reenactient, with such revision as
was obviously nccessary,
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NATIONAL BUDCC Lt SYSTEM.
THE BUDGET BUREAU.

The ITouse Lill provides that the budget bu:cau shall be placed in
the office of the Flesident of the United States and immediately
under his petsonal disection.  This must be upon the assumption
that the President himself would prepare the budget, with the
assistance of the divectu of the budget burcau and his staff, who
would serve as the Picsident’s agents in gtheing the necessary
facts. The Prestdent him: Al would be required frequently to make
dechlults upon variows yuestions ailsing in the several departments
of the Government.

The commiitee has recommended (see. 3) that the budget bureau
Le placed i the Freasury Department instead of in the Presidont’s
office fur reasons which to the committee seem conclusive. The
committee believe that the Presideut, who is the most heavily bus-
dened Baecutive in the world, would not Le able to-give the personal
attention necesar) to the proper ovesight of the budzet burean
without slizlting the conduct of the general business of the country
abroad and at home. T under these circumstances, a large measuie
of responsibility were astmed by the director of the budget bureau,
thiere woulll wrise cettain very obvious difliculties. The divector of
the budget would not be a member of the Cabinet. in confe.enve
with which the President would fonnulate his budget policy. As a
subordinate oflicei Jie would be called upon from time o time o
seb s Judginent against that of a member of the Cabinet e cownd
maiutain that judgment against the judgment of the livads of the
several depatinents only by constant appeals to the President.

[ the President wete to waintain the opinion of the divector of tle
budzet ageinst that of the head of the depaitment upon any serious
issue, e 1 siznation of the member of e Cabinet would naturally
follow. Tu short, a budeet hureau in the office of the Prestdent
would be an anomaly 1n the Government. _

The committee believe that if the budget bureau were in the
Treaswry Depattment the greater number of diffeiences between
the Treasury and the other departinents vegarding the estimates of
eapenditure would e adjusted without appeal (o the President.
It is the practice of other Governments, as it was formerly the
practice of the Government of the United Stales, to vest in the
treasury or finance department the responsibility for the collec-
ton uf reventes atd for the prepatation of estimates of expenditure.
The Seeretiiry of the Ticasury. wnder the bill, would resume the
povwers and resputsibilities excreised by Alexander Tamilton and
his immediate successors, the responsibilities excereised by the
correspunding officer in other Governments, and would survey the
whole ficld of revenue and eapenditure.  Ile would be present in
Cabinet meeting dutiug the formulation of the budget plans of the
adaninistration, amd present at the successive meetings when the
plans might be modified to meet any exigencies which might arise.
The greal bhurden of taxation now imposed, and the great burden of
tuxation likely to be laid vn the people, even though great ceonomies
may be achieved i the neat ensuing years, require 1 more constant
and intimate correlation of expenditure to income than has been
necessary during the last genevation,

The commitiee at fivst believed that it would be wise to providein
the bill that the Treasury should be divested of certain duties not
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NATIONAL BULGET SYSTEAML 3

gerinahe to its primary func tions, and planned to transfer the Bureau
of Public ealth, the Bureau of War Rish insurance, the General
Supply Committee, and the Office of the Supervising Aichitect from
the Treasury to the Intericr Department. But in view of the proba-
bility of general legislation luoking to the reorganization and better
coordination of the eaccutive departments it was decided that it
would be inadvisable at this time to antivpate such general reorgani-
zation by 1emoving these bureaus and services from the Treasury.
The « ommittee calls the attention of the Senate to the fact that the
bill provides for a restoration, rather than a new grant, of authority
to the Treasury. Under the act of September 2, 1789, establishing
the Treasury Depaitment. the Secretary had the powers and duties
regarding the estimates of expenditure and revenue now propusca to
be restored to him. Tlis act was confitmed by the act of May 10,
1500, which appears-to have been recognised by the act of August 26,
1512, which established the fiscal year of the Trewsury, as well as by
the act of January 7. 1846, \\'liic()l provided for the printing of the
annual estimates. “ndeed, it appears that this grant of authority
was never directly repealed. although the exerdse of the authority
was graduglly relinguished and its continued exerdise, thetefore, was
not provided for In the revision of the statutes of 1574,

Other variations from the House bill may be noted as follos:

1. There 15 provided instead of the director and an assistant
director of the Budget Bureau, a Commissioner and two assistant
commissloners, who shall be appuinted by the President, with the
adviee and eonsent of the Senate, and who shall hold office for a
term of six vears. Al other employees of the bureau are placed
under the civil service rules.  (Sec. 3.)

2, There-ds provided ineacli of the departments and establishments
of the Government “a general financial secretary™ who shall have
supervisivn over the formulation and the preparation of the hudget
estimates for his respective department or establishment.  This is
w insure careful scrutiny and coordination of effort in arriving .t
the financial needs of the spending departmenis.  (See. 5.)

3. The head of caclhi department and establishment is further
required to study, analize, and revise his Fadget estimates before
thes are finally submitted to the Commissioner of the Budget.  This
15 in order to fix the responsibility upon the department heads for
the financial demands which they propuse tounahe upon the Treasury.
See. 6.0 o : -

4. On or before October 1 cach s ear the hiead of each department
aud establislunent is required to sabmit to the Commissioner of tle
~ Budget his final revised budget estimates for the o suing fiseal

vear,””  (Sec. 6.)

3. The head of the departinents are furthier required, when their
budzet estimates are in excess of existing appropriations, or when
they are entirely new, to set forth in detail, by means of a note, the
reasons why such increase or new item is reguested.  (See. 9.

6. 1t is made the duty of the Secretary of the Treasury Lo prescribe
a uniform system of 1ules and regulations regarding the form and the
method of the pieparation and submission of budget estimates.
(Sec. 100 : ,

7. The Commissioner of the Budget takes over the funciions of
the Division of Buokheeping and Warrants in so far as they relate to
. the estimates.  (See. 11.) '
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"4 NATIOXAL BUDGET SYSTEM.

8. On or before Noveiitber 1 of cach vear the Cominissionei of the
Budget:is required to report the 1esults of his investigations regarding
the organization activities and methods of business of the various
services of the Government, in the interest of securing econvmy and
efficiency, to the Sectetary of the Frecsury. Ie is also required on
that date to submit to the Seeretary of the Treasuiy the budget
estimates which have been submitted to-him. (Sec. 12.)
9. Itis made.the duty of the-Secietary of the Treasury to “ revise,
consolidate, unify, coordinate, reduce ur vtherwise to.change any item
of items of the budget cstimates stibmitted to him™ in the intetest of
_economy and to prevent waste, extravagaiice, loss, or duplication.
(Sec. 13.) _

10 On: or before November 20 eachi year the Sceretary of the
Treasury is requifed fasubmit to the President the budget estimates
in the form of a national budget. The bid prescribes the general
form and content of this budget. This is done to insure the submis-
sion to Congress of a real budget setting forth the condition of the
Treasufy, both as to expenditure, revenue, and public debt; past,
present, and recommended appropriations; compafative tables aml
such other financial data as may seem advisable. (Sec. 13.)

11. The President is given explicit authority to change the form
or the contents of the budget in any respect as he may deem proper.
The purposc of this provision is more completely to fix upon the
%’Sresidept the Ttesponsibility for the bm‘gct recotamendations,

cc. 17.) . .

12. The President is fequired on or Lefore December 10 to submit
the budeet to Congress.  (Sce. 18.)

13. The Seceretary of the Treasury is required to prepare a coli-
fication of the Jaws relating to the expenditures of the ém ernent.
(See. 20.) _ '

1t is the general puipose of the bill to fix upon the President and
his administration the legal and political responsibility for the sum
and the detail of the estimales of expenditure propused to Congress,
and to fix no less clearly upon Congress respunsibility for the appro-
priations authorized. - .

Tne bill; if it bccome law, in no sense will impair cither the author-
ity or the responsibility of Congress. Tt presumies that the President,
in conference with his Cabinet, will adopt a fiscal policy conformable
to his general program; it presumes that there will Le laid Lefore
the Cabinet the estimates of the revenues for the.ensuing fiseal year,
as well as preliminary and tentative estimates for eapenditure by
the several departments.  The President, iu conference with his Cabi-
net, must determine the sum of the budget—the total of expendi-
ture_to be proposed to:Congress—a~ well as the sums proposed to be
expended by the several exceutive departments of the Governimnent.
This will require at the same time decision whether recommendation
shail be made to Congress to continue the existing sum of taxation,
to reduce, or to increase it.

Doubtless no prelimiinary estimate of revenue and expenditure will
be abso! .tely accurate.  \stime elapses during the preparation of the
budget the allotments proposed for the several departinents and their
snlxﬁviﬁons will be subjeet (o modification. Tt is here that the Sec-
retary of the Treasury, the commissiouer of the budget, and his stafl
will 7 ider their most useful service, in association with the heads of
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NATIONAL BUDGET SYSTEM. , 5

depaitments and the © general financial seeretary * of departinental
budget oflicer provided in the bill.

A BGDGET POLICY.

As the President and Cabinet in conference will necessatily detef-
wine not only the gencral budgetary policy of the administration but
the sums tv be allotted to the several departments oi establishiiuents,
s0 will the head of each depaitment or establishment, thi.ugh his
“financial secretary,” begih the preparation of the estimates for the
department ot establishient. The budget buteau, through its repre:
sentative, will bring to the several depaitments, their bureau cliefs
and “financial sccretaries;” the experience and practice of all the
other departments, drawing attention to duplications or multiplica-
tiuns of work, to ccuiiomies achieved or achievable, and to exainples
of adininistrative efficiency or inefficiency. It shoild be manifest
that ‘the budget bureau is not concerned avith policy. but with its
fulfillinent: with the collection and ¢orrélation of information for
the benefit of the departments. _ )

The bureati; thiough its continuing contdct with the various de-
patunents, will be in a position to criticize extravagance and to
bring information and pressure to bear in the interest of economy.
Tt will be within the province of the commissioner of the budget
to call to tlie attentivn of the Sccretary of the Treasury any waste,
extravagance, or duplication of work which he discoverud, mn order
that the Sceretary of the Preasury may call his colleagues’ atien-
tion to the subject and. if necessary, exercise the authority to revise
and eliminate items which i conferred upon him by the bill.

THE SUBMISSION OF ESTIMATES.

On or before October 1 cach year the heads of the departmments.
will submit their budget estimate. to the commissioner of the budget
according to the rules und regulations prescribed Ly the Secretaty of
the Treaswy.  The connuissivier of the budget, with his staff, having
Leen in contact with the spending departments throughout the
entire yvear, will be . Tready familiar with the budget estimates,
many of whicli will have veen under discussion from time to time.
The estimates will to this extent be in the natuie of summaries of
decisions arrived at by conference between the budget burcau and
the -bureau chicfs and between the hieads of departiuents and the
Sceretary of the Freasury. The Lill provides for this interplay of
Luman cuntact and tlie excreise of colninon sense in arriving at an
cconomical and businesslike progiam of .expenditure,

Belween October 1 and November 20 the ‘commissioner of the
Ludget, with his assistants, working under the direction of the Sec-
retary of thie Treasury, will carcfully go over all of the estimates
and worl: them up into proper budgetary form, making such re-
visions and changes as_necessary.  During this time further con-
ferences with the spending departments will be necessary. By No-
vember 20 {he budget will liave reached that stage where 1t has
Leen approved not only by the Secretary of the Treasury but also
by his colleagues in the Cabinet, ready for the consideration of the
President,

I . - 3,9_[7 ) . i,



6. NATIONAL BUDGET SYSTEM.

On or before Noveinber 20 the Seeretary of the Treasury is re-
quited to submit to the President thiy budget according to the form
and method provided in the bill. The President is given explicit
authority; to make any revision:. 'nodifications, o changes as he
may sce fit. TFrom this date it bucomes the President’s budget in
fact as well as in theory. On or bufore December 10 the President
1s required to subimt the budget to Congress.

TIIE PRESIDENT'S RECOMMEXDATIONS OF TIIE BGDGET.

. Congress will thus have befure it the recommendations of the
Piesident in the form of a national Ludget, setting forth the financial
needs of the Government in i clearly understandable form, with such
additional facts and figures a5 may be necessauy fo throw light upon
past and prospective trapsactions. The estimaies, instead of coming
to Congress uncompaied, unrelated. and ubrevised; representing the
petsonal views and aspirations of Lureau chiefs, will be laid Lefore
Congress-in the form of a propused business progiam of guverniment,
already revised and coordinated in the interest of economy and
efliciency and the rednetion of taxation.

This bill does not 1 i way abridge the authority of Congress
over appropriations. Congress will he at liberty, as now. to re-

. vise of increase the budget estimates orf add new items to them.

What attitude -Congiess takes on this question is not a matter
of legislation but of rule. It is within the sole province of each
House of Congiess to decide whether it will modify the existing
rules and coiminittees established for the consideration of appro-
priation bills. -

THE GENERAL ACCOUNTING OFFICE.

The committee is in entire harmony with the principle given ex-
pression in the ITouse Lill that an independent audit is an escential
pait of any budget progiam; and provision has been made accord
mgly in the commitree bill.

The ITouse bill propuses to transfer to ait independent accounting
department the-duties and functions as well as the personnel of the
offices of the Comptroller of the Treasury and the -ix aunditors of
the Treasury Department.  The same provision appem L. the com-
mittee bill.  This independent accounting establishinent.. howevet. is
desiggnated in the committee bill as {he general acounting oflice in-
stead of the accounting department as in the Tlouse bill. This
chiange is made in view of the special significance which attaches
in Government terminology to the word “depaftinent.”

Although the committee is i agreement with the proposa! con-
tained in the TTouse Lill to transfer the so-called accounting officers
of the Treasury to an independent establishment. it fecls strongly
that such a change will only partially satisfy the deficiencies now
existing 1. the audit of public accounts. The Tlouse proposals
merely bring together under one hiead, independent of the executive
departments, a number of powers now exervised by separate oflices
in the Treasury Department. It seems to the committee that it is no
less important to extend the authority of the accounting oflicers than

‘to concentrate powers which already exist.
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NXATIONAL BUDGET SYSTEM. T

Surh a concentrauon of pewears and authotity is, of course, very

desirable aitd should Le-effected: but it is questionable whether this

_step alone would result in any considerable imiprovement, since it

would affect ouly that portion of the. accounting woik of the Govern-

ment which 1s involved in the audit and settlement of accounts of
fiscal officers and claims against the United States.

THE ACCOUNTING ESFARLISHHMEN € OF THE GUVERNMENT,

Generally speaking, th. financial and accounting establishment of
the United States Goveinment indudes: («) The collecting, disburs-
ing, and depositary agencier attached to the various executive
branches; (%) the buokkeeping divisions of burcaus and offices; which
are designed to iraintain adequate reconds of the appropriations and
funds of the respective buieaus and offices for adminstrative pur-
poses as well as to facilitate the preparation of estimates aud reports
to Congress; (¢) the reviewing vrganizations established within the
depattments to insure administiative supervision of the financial
transactions of subordinate officers; and (d) the accounting and
recording oftices .of the Treasury whose function it is to settle all
accounts of fiscal officers and claims against the various departmeits,
and to maintain complete summary records of appioptiations and
funds, of revenues and expenditures, of the public debt, and of bal-
ances of fiseal officers. .

THE HOUSE RILL,

The TTouse Lill affects unly the offices last mentioned; that is, the
accounting offices of i Treasury, including the oflice of the Comp-
troller of the Treasury, the Auditor for the War Department. the
Auditor for the Navy Dvpn‘rtnmut. the Audituir for the Interior De-
partinent, the Auditor for the. Treasiny Department, the Auditor for
the Pust Oflice Departinent, and the Auditor for the State and Other
Departments. E

Tt has beeis repeated]y pointed out that the prineipal defects of the
Government accounting system result from the alsence of unified
control and from the diffusion of accounting authority and vespon-
sibility among nuerous officials eac of whoin has effectually ex-
clusive jurisdiction in his own fields  \ny satisfactory svstem of
Gorernneut. accounting should haye as its underlying prindple the
imvestment of final and exclusive authority and fesponsibility over
Al accounting and auditing operations in a single officialy and this
principle should e applied to the Turthest eatent consistent with the
excreise of an undivided control over strictly administrative matters
by the heads of departments and establishments.

LACK OF ¥V NTFORM ACCOUNTING.

The Govermmert has become notorious for lack of uniformity in
its accounting methods.  Adwministrative accounting procedures in
the departments are, practically speaking, left to the ingenuity of
individual employees, and as a icsult each burcan and office now
keeps its buoks in accordance with its own peculiar ideas.  Federal

s
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S _ XATIONAL BUDGET SYSTEM.

disbursing and collecting officers in the District of Columbia and
throughout the United States are largely permitted o keep their
local r:cords to suit their own tastes and notions of system and
proceduie.  Such small unifoimity as may be found in these offices
lias Leen brought about by regulations.emwanating -frem the heads of
the several departments and establishments. Only in the manner
and forin of accouiting to the auditurs of the Treasuvy is there a
semblaiice of accounting uniformity and regularity.

The law requires that the accounts of fiscal oflicers and claims
against the Timted States shall receive two-separate and independeiit
audits—one by the department or establishment concerned, spoken
of as the administrative examination; the other by the accounting
officers of the Treasury, usually alluded to as:the Tieasury examina-
tion, '

With respect to the administrative examination it would be faie
to say that as many systuins and plans of auditing the accounts of
disbursing and -collecting officers and claims agaiiist the United
States are in vogue to-day as there are separate agencies of govern-
ment.  In some cases the administrative examination is a complete
and full exanunation: in some cases it is woefully inadequate: and
in other cases it exists in.name only.

The conduct of the Treasury examination i divided along depart-
mental lines among six auditors, each one of whom has exclusive
jurisdiction in the audit. and scttlement of the accounts which are
required to Le submitted to him. \lthough nominally the six audi-
tors are under the direction of the Secretary of the Tireasury, ilev
have the responsibility for the settlement of wccounts. The-control
exercised by the Secretary is purely admini-trative. Each auditor
is left to develop his own wethods of examining and settling the
public accounts. The Comptroller of the Treasury bears an appel-
late relationship to the six auditors. ITe reviews, on appeal, settle-

ments made by them in the fivst instance. and modifies and revises.

such settlements "u his diseretion.  Ie rendeis advance Jevisions at
the request of disbursing oflicers and heads of departments -aind estab-
lishuents on the.applicability of appropriations to specific purposes
and on other matters relating to the expenditure of public funds.

WANT OF COORDINATION,

St e e anditing abd accowiting functivns are scattered amongs
wven oflices, there is littde coordmation of effort among the Treasury
accounting ofiicers.  The TTouse bill would correet this particu-
lar defeet. Lt this is probably the least important of the defects
of the present airangement.

Tf new provisions are to be made for the accounting establish-
went of the Tuited States at this or any other time, they should
accomplishied o concentration of audiority over all Federal aceount-
mgr activities.  They should confer upon a single oilicial tlie power to
prescribe and to supervise departiienial methods of hookkeeping
and of examining claims and aceounts of fiseal.officers.  They shonld
require this official to keep the Gosvernment's books of weneral ac-
counte of appropriations and funds, of-revenues and expenditures, of
the public debt, and of fiseal oficers.  And they should provide for

advanee decisions to fiseal officess and to heads of departinents, and

400







