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REPORT.
[To accompany II. R. 9783.]

The Special Committee on the National Budget to whom was
feferrcil the bill (U. R. 9/S3i to provide a national budget system
and ah independent audit of. Go\ eminent accounts, and for other
purposes, which passed the llouse October 21, 1919, having con-
sidered the same, report faj orably thereon with the recommendation
that the bill do pass with nn amendment.

The committee feel that it is unrieiessary to present in. this report
facts or arguments in favor of a national budget system for the Fed-
eral 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.

i The committee has heard the opinions of pcrsors familiar with the
v problem of "budget legislation iiiiil 1ifu> onfoTiill;, studied the se/\ era!

aspei U> of budget making. While ngrcci.ig v ith the general theory
of the House bill, fixing upon the President the ul t imate responsi-
bility for the preparation and submission of the mimal budget, the
committee deemed it advisable to redraft that portion of the bill
which deals with this preparation of estimates and to revise in great
part the other portion' which provides for an accounting and audit
office independent of the Treasury. The provisions of the House
bil' are written in rather more gcneial terms than those recom-
mended by the committee of the Senate. The bill as revised by the
Senate committee is carefully related to oxisting law, a-considerable
portion of the bill being actual recnactinent, with such re\isioa as
\vns obviously necessary.
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2 NATIONAL BUM"..l SYSTEM.

THE UUUGKT IH'KKAU.

The House \>il\ provides that the budget bn;.-au shall be placed in
the office of the PiVi-idcnt of the United Static and immediately
under his peisuiial diiection. This must bo UJMHI the assumption
that the. President himself would prepare the budget, with the
assistance of the diici.U>i of the budget bureau and his staff, who
would serve its the Pi trident's, agents in jpvlheiing the necessary
fac.ts. 'lite Resident him; A( would be lequired frequently to make
decisions upon various i|Ucstioiis aiising in the sc\oi'al departments
of the Government.

Tlio committee Ji;i.- leconnneiided (sec. ,"i) that tJic biulget buicau
be. plai-ed in (]io '^ll!il^urv Do])artmeiit. instead of in the Pre^iduit's
office fin ieaMin> \\liicli to the i-otmniUee >eem conclusive.. Tho
coinmittee lie]ii'\e that tlie Pi evident, who i» tJic most heavih bni-
dened Exei'iitive in the \unjd, \ \uuhl not be able t u g h e the pei^onal
attention nwcNsan to '.lie jjnijjor oveisiglit of the. budget bureau
\\iUuuit ^li.^liting the fuiidnc-t of tlie general IniMiicaa of tlie country
abroad and at lioinc. If, under these circiunslaii<.e». a large ineuMiic
of respoiisibiliu %\ere .-t.^unicd by tlie d'nector of the budget bin can,
there would t.ri»o ceitain \ e i \ obvious tlifHculties. The diirctoi of
the budget would not lie a member of the Cabinet, in confc.ent'C
\\itii \\JiiiJi the Pi evident \\mild foimnlate hi.- budget policy. A> a
siibordin-'te oIuVv; he wmild be called upon from time to time to
set his judgment against that of a member of (lie Cabinet lie iniud
maint : ' in thai judgment against the juiigmcnt i>f tJie heads of Uie
bi-ier.il d i i n i t i uen t s oii!\ by (onstant appeals to Uie President.
Lf the Pi evident \M-ie tu maintain tlie opinion of the direc'.oi of the
budget ag.-iiist Uiat of the head of the dcpal linenl Upon ;ill\ serious
issue, the i -situation nf the member of the Cabinet would natur.illy
follow. In shurl, a budget bureau in the. odife of the President
would be an anomaly in the (<overnment.

The committee Miou1 that if the budget bureau were in the
Tieasiin Depi i i tnu-nt the gleatel nuinbei of diffeidices bctueeii
tlie Tieasur.\ ami (lie othei de-pai Inients regarding the estimates of
expenditure \ \ u u h l b e adjusted without appeal to tlie President.
It is the practice of other Governments, as it was formerly tlie
practice of the Go\eminent of the United Stales, to ^ est in tlie
treasury or finance department the responsibility for the collec-
tion of re\ciiucs and for the p icpa ia l ion of estimates of expenditure.
The Secretaire of tlie Ticasur_v uii'dei the hill, would resume the
powers and re»p<.'ii»ibilities e.xuic-ised h\ Alexander Hamil ton and
his immediate siicY.i^si»rs, the responsibilities, exercised by the
corresponding officci in othci Go\erninci i lo, mid \\ould siir\e\ the
whole field of reMiiaie and expenditure. He would be present in
Cabinet meeting d in ing the formulation of the budget plans of tlie
administration, and present at the successive meetings when the
plans might be modified to inoet a i i \ exigencies \ \ l i i t h might arise.
The great burden of taxation no\\ imposed, and the great burden of
taxation l i l \e l \ to he laid on tlie people, e \ui i tluuigh great ucoiuunies
nia».> be achie\ed in (.be next ensiling >e«rs, ret|uii'e a more eoiislant
and in t imate currula t in i i of expenditure to income than has been
necessary during the last generation.

The committee nt first belie\ed that it would be w Ue to provide--in
the bill 'that the Treasury should be divested of certain duties not
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germane to its primary fuiu lions, and planned to transfer the Bureau
of Public Health, the Bureau of tVar Risk Jnsurance, the General
Suppj} Committee, ami'the Office of tlie Supervising Architect from
the Treasury to the "Interior Department. But in view of the proba-
bility of general legislation looking to the reorganisation and better
coordination of tlie executive departments it was decided that it
would be inadvisable at this time to anticipate such general reorgani-
sation by lemoving these bureaus and sen ices froiu the Treasury.
The i ommittec 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, 17SU, establishing
the Treasury l)epaitment. the Secretary had the powers and duties
regarding the estimates of expenditure and revenue no\\ proposed to
be"restored to him. This act was confirmed by the act of Ma} JO,
1SOO, which appears to have been rccogm/ed by the act of August 20,
!Si2, which established the- fiscal year of the TrcH&ury, as well as by
the act of January 7. 1S-JO, whicn provided for the printing of the
annual estimate*, ''ndeed. it appears that this grant of authority
v\as nc^er directly repealed, although the exeruoc of the authority
was gradually relinquished and its continued oxen ise, the.icfore, was
not provided for in the revision of the statutes of 1 s74.

Other variations from the House bill may be noted as folKvs:
1. There i_» provided instead of the director and an assistant

director of the Budget Bureau, a Commissioner and two assistant
commissioners, who shall be appointed by the President, with the
advirf and consent of the Senate, and uvo shall hold office for a
term of six years. All other employees oi the bureau are placed
under the civil service rules. (See. 3.)

2. There-is provided in each of the departments and establishments
of the Government ":i general f inancia l secretary" who shall have
Mipervision over the formulation and the preparation of the budget
estimates for his re*pecti\ e department or establishment. This is
l»> insure careful scrutiny and coordination of effort in arriving ..t
the financial needs of the .^pending departments. (Sec. 5.)

3. The head of each department and establishment is further
required to study, analw.o, and revise his 1 -idgi't estimates before
the\ are f inalh submitted to (he CommUsioiicr of the Budget. This
is in order to fix the responsibility upon tin department heads for
the financial di ' i imiuK which thcv propose toimnlv upon the Trcasurv.
(Sec. fi.>

4. On or before October 1 each \ear the head of each de]>artincnt
and establishment is required to .i.ihmit to the Comniissiniier of the
Budget "his final revised budget estimates for the c ,3uing fiscal
year"."" (See. (U

•>. Tlie head of the department* are further required, when their
budget estimates are in excess of existing appropriations, or \\hen
they are entirely new, to set forth in detail, by means of a note, the
reasons why such increase or new item is requested. (See. 0.>

6. It is made the dnl \ of the Secretary of the Treasury to prescribe
a uniform system of mlcs and regulations regarding the form and the
method of the piepani t iun and submission of budget estimates.
(See. 10.)

7. The Commissioner of the Budget tnkei over the functions of
the Division of Bookkeeping ami Warrants in t>o far as they relate to
the estimates. (Sec. 11.)
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8. On or before November 1 of each year the Commissioner of the
Budget-is required to report the icoiiltA.of his investigations regarding
the organization activities and methods of business of the various
services of the Government, in the interest of securing economy and
efficiency, to the Secretary of the Treasury. He is also required" on
that date to submit to the Secretary of the Treasury the. budget
estimates which have been submitted to-him. (Sec. 12.)

9. It is made , the dut\- of the Secretary of the Treasury to "revise,
consolidate, unify, coordinate, reduce or otherwise to. change any item
of items of the budget estimates submitted to him" ju the interest of
economy and to prevent waste, extravagance, loss, or duplication.
(Sec. 13.)

If On or before November 20 each year the Secretary of the
Treasury is require'' f o-Rubuut to tlic 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
Treasury, both as to expenditure, revenue, and public debt; past,
present, and recommended appropriations; comparative tables am! i
such other financial data as jiiay seem advisable. (Sec. 15.}

11. The President is given explicit authority to change the form
or the content* of the budget in any respect as he may deem proper.
The purpose of this provision is more completely to fix upon the
President the responsibility for the budget recommendations.
(Sec. 17.)

12. The President is required on or before December 10 to submit
the budget to Congress. (Sec. 18.) A

13. The Secretary of the Treasury is required to pre-parc a codi- fl
fication of the laws relating to the expenditures of the Government. ^
(Sec. 20.)

It is the general purpose of the bill to fix upon the President and
his administration the legal and political responsibility for the sum
and the detail of the estimates of expenditure proposed to Congress,
and to fix no-less. clearly upon Congress rehponsibilit} lor the appro-
priations authorized.

Tlic bill; if it become law, in no sense will impair cither tlic author-
ity or the responsibility of Congress. It preauiiii-b-that the President,
in conference with his Cabinet, will adopt a fiscal policy conformable.
to his general program; it presumes that there will be laid before
.the .Cabinet .the estimates of the .revenue* for-t l ic-o-i iMiii ig- fi-cal ji-ai:.
as well as preliminary and tentathe estimate for expenditure by
tlic several departments. The President, in conference with his Cabi-
net, "must determine the sum of the budget — the to ta l of expendi-
ture to he proposed to-Gongres>— ;i- \ \ell a» the sinus proposed to bi-
expended by the several executive departments of the Government.
Tlrs will require at the same time decision whether recommendation
shad be made to Congress to contimii! the existing sum of t axa t ion ,
to reduce, or to increase it.

Doubtless no preliminary estimate of revenue and expenditure wi l l
be nhso] ,toly accurate. Vs lime clap^ dur ing the preparation of the
budget the allotments pti>po.si-d for the several departments and their
subdivisions will be subject to modification. It is here that the Sec-
rotary of the Treasury, the cuinmissiuiwi1

 t,C the budget, uiul his
will r< ider their most useful service, in association vv'ith the heads of
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departments ami the " general financial secretary " or departmental
budget ofliccr provided in the bill.

A RUDOET POLICY.

As the President and Cabinet in conference will necessarily deter-
mine not only the general budgetary policy of the administration but
the sums to be allotted to the several departments or establishiue'its,
so will the head of each department or establishment, tliinugh his
" financial secretary." begin the preparation of the estimates fur the
department or establishment. The budget bureau, through its repre-
sentative. will bring to the several departments, their bureau chiefs
and " financial secretaries," the experience and practice of all the
other departments, drawing attention to duplications or multiplica-
tions of work., to ecuiiomies achieved or achievable, and to examples
of administrative efficiency or -"^efficiency. It should be- manifest
that the budget bureau is hot concerned .with pojicy. but with its
fulfillment: with the collection and correlation of information for
the benefit of the departments.

The bureau, thiough its continuing contact with the various de-
pai unchts. will be in a position to criticise extravagance and to
bring information and pressure to bear in the interest of economy.
Tt will be \ \ i thin the province of the commissioner of the budget
to call to the attentioii of the Secretary of the Treasury any waste*
extra \agancc, or duplication of work which he discovered, in order
that the Secretary of the Treasury may call his colleagues1 atten-
tion to the subject and. if necessary, exercise the authority to rai->e
and eliminate items which is conferred upon him by the bill.

THE SUBMISSION OF ESTIMATES.

On or bcfoic October ] each year the heads of the departments
will submit i-hvir budget c^timatp; to the commissioner of the budget
according to the rules .UK] regulations prescribed Ly the Secretary of
the Ticasitiy. The commissioner of the budget, with his staff, having
been in contact with the spending departments throughout the
entire ycnr, will be . 1 ready' famil iar with (he budget estimate.-*,
many of which wil l have • Uf i i under discussion from time to time.
The estimate^ wi l l to this extent be in the nature of summaries of
decisions arr-i-ved at by conference between <hc budget bureau and
the bureau chiefs and between the heads of department* ami the
Secretary of the Treasury. The bill provides for this interplay of
human Contact and the i-xurcise of common seiue in arriving at an
economical nnd businesslike program of -expenditure.

Between October 1 and November 20 the "commissioner of the
budget, with his assistants, working under the direction of the Sec-
retary of tho Treasury, will carefully go over all of the. estimates
and work them up into proper budgetary form, making such re-
visions nnd changes as necessary. During this time further con-
ferences with the .spending departments will be necessary. By Xo-
veniber 20 the budget will have reached that stage where jt ha«
been apprtnc'l not only by the Secretary of the Treasury hut also
by hii colleagues in the Cabinet, ready for the consideration of the
President.
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On or before November 20 the Secretary of (.he Treasury is re
quiied to submit to the PresKlci.it this budget according to tlic form
ant] method provided in the bill. The President is given explicit
authority, to make any revision:-. Modifications, qr changes, as he
may see fit. From this date it becomes the President's budget in
fact as well us in theory.. On or btfore December 10 the President
is required to submit the budget to Congress.

THE PKKSIDKX-T'S KEcoMMKxi>.vnoxs OK TIIK ISUDGKT.

Congress will thus have befoiv it the recommendations of the
President in the form of a national budget, setting forth the financial
needs of the Go\ eminent in u clearly understandable form, with such
additional facU, and figures aa maj be ncccssaiy to throw light upon
past and prospccti\e transactions. The estimate*, instead of coining
to Congress uncompaiod. unrelated, and uhre\isedj representing the
personal views and aspirations, of bureau chief.-. w i l l be laid before
Congress in the form of a proposed business program of government,
already re\ised and coordinated in the interest of economy and
efficiency and the reduction of taxation.

This bill does hot in .ny way abridge the authority of Congress
over appropriations. Congress will be at liberty, a.-, now, to re-
vise or increase the budget estimates or add new items to them.
What attitude Congress takes on this question is not a matter
of legislation but of rule. It is within the sole province of each
House of Congress to decide whether it will modify the existing
rules and coinmiUees established for the consideration of appro-
priation bills.

THI-; GKXKKAL ACCOUNTING OFKICK.

The committee is in entire harmony with the principle given ex-
pression in the House bill that an independent audit is an essential
part of any budget •program; and- provision has been made accord
ingly in the committee bill.

Tiic House- bill proposes to transfer to nil independent accounting
department the-duties and functions as well as the personnel of the
office* of the Comptroller of the Treasury and the -i\ auditors of
the Treasury IXipartmcnt. The same provision ap^i-ai !.. the com-
mittee, .bill. This nujcqjendent.-accounting .establishment... Ww.uvui:. ib
designatv.d in the committee bill as the genera! acountin._' office in-
stead of the accounting department as in the House l i i l l . This
change is made in v:e\v of the special siirnificaiK-e \\hicli attaches
in Government terminology to the word "department."

Although the committee is iii agreement w i t h the proposal con-
tained in the lluii^o bill to transfer the so-called accounting officers
of the Treasury to an independent establishment, it feels strongly
that such a change will only partially satisfy the deficiencies now
existing ii. the audit of public accounts. The House proposals
merely bring together under one head, independent of the executive
departments, a number of powers now exercised by separate offices
in the Treasury Department. It seems to the committee that it is no
less important to extend the authority of the accounting officers than
to concentrate powers which already exist.
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•Sui'h a concentration of pixels, and authoiity is, of course, very
desirable aiid should be effected; but it is questionable whether this
step alone would result in any considerable i.-uprov ement. since it
would afl'ect only that portion of tlu--accounting work of the Govern-
ment which is involved in the audit and settlement of accounts of
fiscal officers and claims against the United States.

Till: ACCOUNTING HSTAIII.lsH.MKNl OK JUJK GOVKRXMKXT.

ly speaking, th. financial and accounting establishment of
the United1 States (lovernment include*: (a) The collecting, disburs-
ing, and depositary agencies attached to the various executive
branches: (k) the bookkeeping divisions of bureaus and.offices, which
are designed to iraintaiu adequate reco-ds of the appropriations ,ind
funds of the respective buix-aus and ofliccs for administrative pur-
poses as well as to facilitate the preparation of estimates and reports
to Congress: (t) the reviewing organizations eot.iblished withii i the
departments to insure administrathc siiper\i&ion of the linancial
transactions of subordinate officers: and (</) the accounting and
recording offices of the Trea.-surj whose function it is to settle all
accounts of fiscal officers and claims against the various department^,
and to maintain- complete summary records of appropriations and"
funds, of revenue* and expenditure^, of the- public debt, and of bal-
ances of fiscal officers.

TilK HOVSF. IllU,.

The House bill affects only the olfices last mentioned: that is, the
accounting ofliccs of .lie Treasury, including the office of the Comp-
1 roller of the Treasuiy, the Auditsn for the AVar Department, the
Auditor for the Xavy TJrpartment. the Auditor for the Interior De-
partment, the Auditor for the Treaainv Department, the Auditor for
(lie Post Office Departmeiit. and the Auditor for the State and Other
Departments.

It has bi-eh repeatedh pointed out tliat the principal defect* of the
(loMTimient accounting >.y»tciii result fi'om the iibseiice of unif ied
lontrol and from the diffusion of accounting authority and respon-
sibility among nunuToiic> officials each of \\hoin has efl'ectually e.\-
clus'ne jurisdiction in his own field. Any satisfactory .sysl.un of
.Uo.vurnnieut accountinir should. Jin.vc.as iU uiide,i:ly.inir pdnuplu the
i ineh imnnt of f i n a l anil exclusive authori ty and responsibility over
all acfoi int ing and auditing operations in a single off icial ; and this
principle should be applied to the furthest extent consistent u i t h the
cxcivi.M' of .in undi \ ided conirol o \er strictly adminis t ra t ive matters
by the heads of departments and establishments.

LACK OF 1 MKOI.'.M ACCOITXTIN'O.

Thi! f5o\ernmei.t has beconu notorious for lack of uniformity in
its accounting methods. Administrat ive accounting procedures in
the departments are, practically speaking, left to t i n - ingenuity of
i n d i v i d u a l employees, and as a insult each bureau and office, now
keeps its books in accordance w i t h its own peculiar ideas. Federal
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disbursing and collecting officers in the District of Columbia and
throughout the United States are largely permitted v^ keep their
local i.-cords to suit their own tastes and- notions of sj'stcm- and
procedure. Such small uniformity as may be found in theco offices
has l-eeii brought about by regulations emanating from the heads of
the several departments and establishments. Only in the m;.nner
and furin of accounting to the auditors of the Treasury is there a
semblance of accounting uniformity and regularity.

The law mjiiiies that the accounts of fiscal oflicers and claims
against the United States shall receive t\vo<separate and independi-iit
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 Treasury examina-
tion.

With respect to the administrative examination it would be fair
to say that as many systems and plans of auditing .the accounts of
disbursing and collcetiiig officers and claims agair.st the United
States a_rc in Aogue to-day as there arc separate agencies of govern-
ment. In some i ,ises the administrative examination is a complete
and full examination: in some cases it is woefully inadequate: and
in other cases it exists in.name only.

The conduct of the Treasury examination r divided along depart-
me,iital lines among six auditors, each one of whom has exclusive
jurisdiction in the audit , and .->ottlenu-nt of the accounts which are
required to be submitted to him. Although nominally the six audi-
tors; are under the direction of the Secretary .of the Treasury, they
l iav i ; the responsibility for the =ettlcmcnt of siccounts. The control
exercised by the Secretary is purely admiiii-trativc. Each auditor
is left to develop his o\\n methods of examining and settling the
public account*. The Comptroller of the Treasury bears an appel-
late relationship to the six auditors. He reviews, on appeal, settle-
ments made b\ them in 'he first instance, and modifies and revises
Mich .se-ttli-ment- :u his discretion, tie renders advance .lc<. isions at
(he request, of disbursing oflicers and heads of departments a iu l estab-
lishments on the.appltcability of appropriations to specific purposes
.mil on other matters ivl.iting to the expenditure of public funds.

WANT OF COORDINATION,

?iii-" "tin' audi t ing aiid accounting functions arc scattered' amon>
1 vc-n ofliu^. there is l i t t le coordination of effort among the Treasury

accounting nliieers. The IToufe bill would correct this parlicii-
lar defei-t. i ; , , t this is probably the least important of the defects
of the present ai rangcmont.

tf ue\\ provisions arc to be made for the accounting establish:
mi-l i t of the United States at this or any other time, they should
ucmn.plishcd ii concentration of ui.Jiority over all Federal account-
ing acti\ itie>. They should confer upon n single olDcial (lie power to
prescribe and to supenise departmental methods of bookkeeping
and of examining claims and accounts of fiscaloflicors. They should
require this ofliciiil to keep the Government's books of general ac-
cuuiit- of appropriations and funds, of-revenues and oxpendHures, of
the. public dubt, and of fiscal oflicers. And they should provide for
advance decisions to fiscal ofl'u>.rs mid to heads of departments, and
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for the review upon appeal of the settlement of accounts and claims
made in routine order. It is the feeling of the committee that the
Ilouse bill is deficient in that it accomplishes none of these things;
The committee has, therefore, inserted in the bill additional pro-
visions which it believes necessary to bring about a proper re-
organization of the accounting system of the Government.

THE SEXATE BILL.

The bill as revised proposes to create an independent cstaLlisli-
ment to be known as the general accounting oiiice, which will take
over the powers and duties now ex.erciseil~and performed by the
Comptroller of the Treasury and the six Auditors of the Treasury
Department in ^vccisclv the same fashion as is prescribed by the
provisions of the Ilouse bill. The committee bill, however, goes
further and confers upon the general accounting office the .mthoiity
and powc'- to prescribe and to supervise methods of accounting in
the departiiients: to prcsu.ue and supervise the methods employed
in the administrative examination of accounts and claims; and to
exercise in general a control over all the accounting procedures of
the Government.

While the committee bill goes into considerable detail in describ-
ing the dutii i of the head of the general accounting office and of his
principal assistants, the actual effect of the enactment of the bill
would be to remove many hampering restrictions which now inhere
in the accounting laws and which serve only to surround Government
accounting prunedurc.-. with eiidle^n red tape. Existing accounting
procedures in the Government practical!} follow the specifications
laid down by Alexander Hamilton, who was the designer and author
of the original Federal accounting system. While methods in the
eonimuvial world, where executives h a v e been given a free hand,
have steadily improved, and continue to improve, the Government's
accounting syste.m remains practically a= it was originally put into
effect, hemmed in on all sides b.v statutory limitations and age-old
traditions. It is believed that the provisions of the committee bill
will go far toward breaking down these limitations and will result
in putting the accounting and auditing work of the Government
upon a modern basis. - '

TUB COM ITHOLLKK GHXKIJAL.

Ill the committee bill the comptroller gi-i. Tal of the Fnited States
is given exclusive jurisdiction over all matters relating to auditing
1'iul accounting forms, systems, and procedures. Ilis powers and au-
thurity; however, w i l l be exercised through three assistant comptrol-
lers general, who w i l l act under his dimtior. and wi th his approval.
The general accounting oflice is to be organized into three branches.
'J'iie auditing branch proper wi l l be in charge of the first assistant
comptroller general.

This officer will receive, audit, and settle the accounts of nil dis-
bursing and collecting offices of the Government and all claims
against the United States. He will perform generally the duties
now intrusted to the auditors for the various departments. The
constructive accounting branch will be under the second assistant
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