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Program on Improving the Vietnamese Budget 

The following report is based upon observations and 
consultations during the months of May and June 1956. It 
is submitted with the hope that it may help to provide a 
basis for the development of a program to help the Govern ­
ment of Vietnam in its stated desire to produce a more 
effective budget operation. 

I. SUJ.VIMARY OF RECOMIVIENDATIONS . 

A. MSU should confine its role to teaching and train­
ing and should participate in actual implemen­
tation only in an advisory capacity and only when 
specifi cally requested . 

B. Improvement s in Vietnamrs budget and accounting 
operations should be sought ·by means of training 
of Vietnamese personnel to do the job thems elves, 
rather than by a "crash-type" installation by a 
private management firm . 

C. A committee on Budget and Accounting should be 
established within the MSU group as a means of 
channeling all available s kills on this 
assignment. 

D. A joint MSU-Vietnamese committee on Budget and 
Accounting should be established to promote better 
practices within the Government and to generate 
real cooperation from all agencies. 

E. It should be a primary ob j ective of the training 
program to train Vietnamese to serve as teachers 
of others so that the program conducted by MSU 
can be terminated at a reasonably early date. 

F . Annually , about 5 to 10 carefully selected trainees 
shquld be sent to the United States for University 
training. These trainees should be the major 
group from which the future top budget and 
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accounting executives will come. 

G. Courses ih budget and accounting s hould be 
r egularly included in the curriculum off ering s at 
t h e Institute of Administration . 

H. In-Service Training courses should be developed 
and given through the Institute for budget and 
~ccounting personnel of all ag encies of the 
government . 

I. Arrangements should be worked out with U,..,OM for 
training visits of small, carefully selected groups 
to the budget and accounting offices of the 
Philippine and Thai Governments . 

J. The Vietnam Budget Bureau should be reorganized, 
expanded and relocated into more adequate quarters . 

K. A central accounting off ice, closely related to 
the budget bureau, should be established within 
the of fice of the Presidency. 

1. All personnel having budget and accounting 
experience or s kills should be identified and, if 
possible, moved into related pos i tions. 

M. Budget and Ac coun~ing Officers should be established 
as staf f assistants to heads of all agencies. 

N. The budget system to be wor ked out, for the Viet­
nam Government should be kept as simple as 
possible. 

O. Budget policy should annually be pr escribed by the 
issuance of a presid ential budget statement. The 
budget bureau should be responsible for its 
preparation and submission to the President for 
approval. 

P. The budget bureau should f ollow the presidential 
budget statement with a budget circular adv i sing 
agencies as to how to proceed to prepare and 
submit requests. 

Q. The budget calendar should be revised so that the 
budget may be approved and put into operation by 
the beginning of the fi scal year. 
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R. National and Local Budgets should be separated. 

S. The budget document should be revised to be made 
more comprehensive arid f urnish more program data. 

T. Budget preparation at the ag ency level should 
i nvolve all of the supervi sory personnel who will 
be responsible for its execution . 

U. Agencies should abide by presidential budget 
policy in preparing their requests. 

V. An allotment system should be established to 
control budget expe nditures a nd , at the same ~ime, 
place primary responsibility upon the operating 
agencies. 

W. Budgetary control records should be established 
and maintained by all agencies. Monthly reports 
should be submitted to the budget bureau. The 
central accounting unit should prepare periodic 
reports on the status of f inance (revenues and 
spending obligations) to serve as guides to 
management authorities. 

II. I NTRO DUCTORY STATEMENT. 

A. Assignment . 

The assignment given to the wr i ter by Dr. Edward Weidner, 
in East Lansing , was to review t h e existing budget oper­
ation of the Government of Vietnam and ~ropo se a- program 
of improvement that would be practical and feasible. It 
was recognized by Dr . Weidner and the writer that there 
would be little opportunity, or time, for any real implemen­
tation of any part of the proposals made during this very 
brief stay. Any noticeable improvement in an operation as 
complicated as that of a national government necessa~ily 
will require a very much long er peri od of time - even under 
the best of circumstances. These certainly do not exi st 
in Vietnam. 

Moreover, it is the fi rm belief of t he writer that 
under no c i rcumstances should MSU undertake the responsi­
bility of i mplementing , by itself, anv part of any program 
of improvement of the Vietnam budget and accounting system. 
That is,·MsU should carefully restrict i ts role to showing 
the proper governmental officials the elements of a good 
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system and, upon request, hel ping these officials to 
install such changes as the official themselves decide they 
want. In other words, MSU should teach and train, but not 
operate. There are two basic reasons for this: 

1) if MSU personnel actually do the ~ ob, the 
training value of doing it is lost to the Viet­
namese ; and 

2) by assuming respons i b i lity for the installation, 
MSU would automatically become the target for 
all the opposit i on to change that will inevi­
tably develop wi t hin the next few years, if the 
government seri ously nushes the suggested reforms. 

B. Resumeand Activities. 

Much of the time during the past weeks has been 
spent in meetings with the Pres i dent, the Secretary of 
State for the Pres i denc y , ~ersonnel of MSU, USOM, Budget 
a nd other related act i v i ties. Conversat ions with ind i ­
v i duals, study of the few Engl i sh language doc uments 
pertinent to the s ub j ect, plus intens i ve use of English 
translations of i nterviews, arretes, ci rculars, and budget 
documents have furn ished the inf ormation upon wh i ch the 
conclusi ons and recommendations have been based. Any mis­
interpretation, of course, must be charged to the writer. 
The last few weeks have been devoted mainly to the pre­
parat i on of this report and to the giv i ng of a seri es of 
or i entation or i ndoctrination lectur es on t he development 
of a mod~rn budget s ystem by the Vi etnamese Government. 

C. Acknowledgements. 

Throughout th i s v i sit, i t has been a real pleasure 
to rece i ve the whole-hearted cooperation of nearly everyone 
with whom contact has been made. Wi thin the MSU group 
this spirit of friendly helpfulness - even from those. not 
directly concerned with the budget problem - has been parti­
cularly noticeable. Specifi c menti on of i ndividuals is 
di f ficult but the pat i ence of Drs. Fishe l and S~uc kler and 
the ready ass i stance of Messrs Hi gbee and McKeen have been 
invaluable. Above all, the work of Wayne Snyder, i n 
serving literally as the voice, ears and eyes of the writer 
in contact with the Vietnamese has been i ndispensable. 

D. Plan of Report 

In the foll owing pages, the wri ter has not 
attempted to descr i be in detai l all of t he intricacies of 
the existing budget s ystem nor i ts backgraund. These have 
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been summarized upon the bas i s of the informat i on contained 
in availabl e publications.(l) The di s cuss ion places 
emphasis upon the things that might be done - by MSU and 
by the Government - in order to improve the budget 
operations. 

Attention is directed to the fact that the report is 
concerned pr inciDally with budget adm j_ nistration, as dis­
tinguished from broad policy and strategy. Because of 
their importance and relationship t o United States foreign 
policy operations i n th i s part of the world,(2) the writer 
has del iberately refrained from becomi ng involved in these 
latter areas. Reference thereto i s incidental and only 
when necessary to describe the operation of the budget 
s ystem and its administration. 

III. SUMMARY OF VIETNAM BUDGET PROBLEM . 

A. The exi sting shortcomings in the Vi etnamese budget 
administration - which, incidentally, s eems to compare not 
too unfavorably with those of neighboring and nearby 
c ountries - are easi ly understood in view of i ts history 
under Franch control. Al though Vi etnam has a sizeable 
Civil Service, few of them had the opportunity to develop 
as top level administrative personnel. It see-1s to have 
been the policy of the French to use only their own person­
nel in the top administrative and supervi sory positions.(3) 
Wi th the attainment of independent status and the departure 
of t he French "advisors", the country was left without a 
corps of top management people. Most of the civil servants 
knew well how to do a minute part of the operation~ few, 
i f any, understood t he whole s ystem. Conse quently, one of 

(1) See, for example: "A Publ ic Administration Improvement 
Program for the Associated States of Indo-Chinan, a 
report prepared for the Mutual Sec ur i ty Agency - By 
Public Administration Service 1313 E 60th Chicago; 
"Budgetary and Financial Administration in Vietnam" 
Supplement to report on Interior Dept - by W. Snyder, 
MSU (Jan 1956). Se also t he 1955 and 1956 Budget 
Documents of Vietnam. 

(2) Intervi ew - early May, with Messrs Palmer, Rhodes, 
and Freeman of USOM 

(3) See P.A. S. Report, pp 3 and 17. 

5

been summarized upon the basis of the information contained
in available publications. (1) The discussion places
emphasis upon the things that might be done - by MSU and
by the Government - in order to improve the budget
operations.

Attention is directed to the fact that the report is
concerned principally with budget administration, as dis-
tinguished from broad policy and strategy. Because of
their importance and relationship to United States foreign
policy operations in this part of the world, (2) the writer
has deliberately refrained from becoming involved in these
latter areas. Reference thereto is incidental and only
when necessary to describe the operation of the budget
system and its administration.

III. SUMMARY OF VIETNAM BUDGET PROBLEM.

A. The existing shortcomings in the Vietnamese budget
administration - which, incidentally, seems to compare not
too unfavorably with those of neighboring and nearby
countries - are easily understood in view of its history
under Franch control. Although Vietnam has a sizeable
Civil Service, few of them had the opportunity to develop
as top level administrative personnel. It seens to have
been the policy of the French to use only their own person-
nel in the top administrative and supervisory positions. (3)
With the attainment of independent status and the departure
of the French "advisors", the country was left without a
corps of top management people. Most of the civil servants
knew well how to do a minute part of the operation: few,
if any, understood the whole system. Consequently, one of

(1) See, for example: "A Public Administration Improvement
Program for the Associated States of Indo-China", a
report prepared for the Mutual Security Agency - By
Public Administration Service 1313 E 60th Chicago;
"Budgetary and Financial Administration in Vietnam"
Supplement to report on Interior Dept - by W. Snyder,
MSU (Jan 1956). Se also the 1955 and 1956 Budget
Documents of Vietnam.

(2) Interview - early May, with Messrs Palmer, Rhodes,
and Freeman of USOM

(3) See P.A.S. Report, pp 3 and 17.



6 

the characteristics of the current scene is an adherence 
to detail without a broad general und~rstanding of the 
overall operation. 

This passionate devotion to detail and the insistence 
upon perfection in form - while disregarding the substance 
of the operation - is clearly evident in the preparation 
and execution of the budget. Moreover, the budget seems 
to be prepared more upon the basis of past expenditure 
than in the light of current or emerging problems, and 
of the programs designed to meet them. Once a budget is 
approved (and this can be any time up to several months 
after the fiscal year is closed)(4), the entire process 
of execution becomes somewhat like an obstacle cours~ 
in which the fi scal authorities seem to be defying the 
operating agencies to spend the funds. 

If spelled out in detail, the criticisms of the 
present budget and its administration would take up a 
number of pages. However, because this picture is gener­
ally understood (the President and Mr. Chau appear to be 
not only conversant with the defects, but seem to be 
genuinely anxious to correct them) there is little to be 
gained by a further recital thereof. It is sufficient at 
this point , therefore, simply to list what appear to be 
t he major defects in order to have them as points of 
reference when proposing a program for improvement. 

( 4) Dates for covering the budget preparation and approval 
periods since 1951, appear as follows: 

YEAR STARTED FINISHED APPROVED 
'2 

1951 ? ? ? ? March 1952 
1952 ? ? ? ? 8 Aug 1952 
1953 18 Sept 1952 ? ? 13 Apr 1953 
1954 Aug. 1953 ? ? 4 Reb.1955 
1955 4 Dec 1954 30 Jan 1955 29 June 1955 

Revised 3 Feb 1956 
1956 21 Oct 1955 15 May 1956 ? ? 

6

the characteristics of the current scene is an adherence
to detail without a broad general understanding of the
overall operation.

This passionate devotion to detail and the insistence
upon perfection in form - while disregarding the substance
of the operation - is clearly evident in the preparation
and execution of the budget. Moreover, the budget seems
to be prepared more upon the basis of past expenditure
than in the light of current or emerging problems, and
of the programs designed to meet them. Once a budget is
approved (and this can be any time up to several months
after the fiscal year is closed) (4), the entire process
of execution becomes somewhat like an obstacle course
in which the fiscal authorities seem to be defying the
operating agencies to spend the funds.

If spelled out in detail, the criticisms of the
present budget and its administration would take up a
number of pages. However, because this picture is gener-
ally understood (the President and Mr. Chau appear to be
not only conversant with the defects, but seem to be
genuinely anxious to correct them) there is little to be
gained by a further recital thereof. It is sufficient at
this point, therefore, simply to list what appear to be
the major defects in order to have them as points of
reference when proposing a program for improvement.

(4) Dates for covering the budget preparation and approval
periods since 1951, appear as follows:

YEAR STARTED FINISHED APPROVED

or ?1951 ? ? March 1952
8 Aug 1952? ?1952 ? ?

18 Sept 19521953 ? ? 13 Apr 1953
1954 Aug. 1953 ? ? 4 Feb.1955.

1955 4 Dec 1954 30 Jan 1955 29 June 1955
Revised 3 Feb 1956

1956 15 May 195621 Oct 1955 ? ?



7 

B. Defects pf Preseriti Vietnam Budget Administration 

Essentially, the Vietnam Budget(5) problem can , 
be described as follows: 

1. An inadequate and poorly administered revenue 
system which fails to provide enough funds for even the 
non-defense expenditure needs.(6) 

2. A budget preparation system that is built 
upon prior expenditures (with top priority to the salary 
requirements of the permanent civil service bureaucracy) 
arid pays little or no attention to current and emerging 
problems and the government's program fo r meeting them. 

3. A budget document that is: 

a) voluminous (1344 pages in 1956) but 
incomplete; 

b) clus~ered up with non-essential detail, 
but conspicuously short of meaningful 
(program) information; 

(5) The following figures, furnished by the Treasurer 
General, reflect the violent fluct uations that have 
encompassed the fortunes of the Vietnamese Govern­
ment in recent years: 

( 6) 

Comparison of Estimated and Actual Budget Receipts 
and Expend itures (in millions of Piasters) 

priginal Budget Estimates Actual Operations 

YEAR REVENUES EXPEND ITURES REVENUES EXPENDITURES 

1951 2 ,192$ 3,685~ 1,869$ 1,869$ 
1952 4,602 4,602 5 ,416 5,070 
1953 5,763 7 , 434 3,066 5 '237 
1954 16,984 16,984 15,156 11,710 
1955 15,702 15,702 8,505 10,255 
1956 13,626 13,626 

See report on the Revenue and Tax system by Professor 
Richard Lindholm , MSU staff, June, 1956. 
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c) prepared essentially at levels above 
actual operations and consequently is not 
understood by operating personnel; 

d) prepared and issued long after the fiscal 
year has started (if not actually ended) 
and f inally , 

e) designed as an instrument for the control 
of spending , but which fails to prevent 
deficits; 

4. A budget execution system that seemingly is 
more concerned with recording authorizations to spend 
than with what is being (achieved with what is being) 
achieved with the expenditure.(?) 

5. Almost complete lacK of personnel - below 
the very top level - with any understanding of the 
function of the budget as a means, or tool , for effective 
management of the government's business(8), and finally. 

6 . No apparent plan for improvement, other than 

(7) As charted by Wayne Snyder, "Budgetary and Financial 
Administration in Vietnam" MSU Jan 14 , 1956, it takes 
as many as 22 separate actions to pay a supplier for 
service or materials rendered. 

(8) The 1956 budget reportedly was prepared by one man , 
Mr. Tai, with the assistance of one or two clerical 
people from the Budget Bureau . The Director and the 
rest of the Bureau Staff, meanwhile , were wholly 
engaged in miscellaneous activities, few of which 
related to budgeting . In a sense, the ·1956 budget 
was prepared in a vaccuwn, although :f':~r. Tai declared 
that he "had a long talk with the President and knew 
exactly what he wanted in the budget", and as noted 
below, the 1956 do cument represented a considerable 
improvement over its predecessors. This tendering to 
try to improve the budget is - ood on the surface; 
yet it may very well complicate the j ob of as s ist ing 
because there seems to be an attitu~e on the part of 
some that they are now doing better than any 
noutsiders" can tell them. 
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the r epeated statements of the President and Mr. Chau 
that they are anxious to move ahead, if some will tell 
them "what " and "how" . 

IV. ALTERNATIVE APPROACHES TO PROBLEM. 

There are two principal ways in wh i ch the problems 
listed above can be attacked. The j ob can be done on 
either a "crasb-type" or a "do-it-yourself" basis . In t he 
former approach, a private management firm is hired to 
come in and _ install a brand new system , complete with 
forms , operating procedures and manuals. Al though this 
approach has the seeming advantage of speed, and in spite 
of the fact that it does work under the proper conditions 
(usually a situation where all other factors are satisfac ­
tory) there are s ome definite d i sadvantages especially in 
situations such as prevails here in Vietnam . 

The major arguments against this "crash-type" approach 
are : 1) the cultural differences between an Ameri can 
governmental operati on and that of Vietnam; 2 ) the dif­
ficulty in getting the contractor to take the t i me to 
train the native personnel to the point that they will 
be abl e to operate it successfully after the contractor 
has gone ; and 3) the relatively high cost . 

Although the "crash-type" operation is spectacular 
and seems to be easy to measure "ac~omplishments", 

experience in some jurisdictions points to its long-range 
failure to achieve a successful grafting into the overall 
governmental operation. Vv'hat seems to deve l op is a system 
where in the per sonnel go through the standard motions , 
as pres cribed by the operating manuals , but fail to 
a chieve the soughtfor goals of more meaningful and ef­
fective budget operation . 

On the other hand the "do-it - yourself" type of 
program , although unspectacular, and slower , is built upon 
the solid rock of progres s through understanding on the 
part of the native personnel. In other words , by making 
t he government's own personnel undertake such changes or 
improvements as are to be attempted, the r e is no subsequent 
problem of lack of train i ng. The training part is under­
taken f irst and t hen , when the personnel a re conversant 
with the ob j ectives and are able to handle the techniques, 
they do it themselves. It is clear that the rate of 
progress (change or i mprovement) is such slower under this 
t ype of approach. But, in addition to the advantag e of 
having the rate of chang e controlled only by the knowledge 
and ability of the permanent native personnel , there 
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situations such as prevails here in Vietnam.

The major arguments against this "crash-type" approach
are: 1) the cultural differences between an American
governmental operation and that of Vietnam; 2) the dif-

ficulty in getting the contractor to take the time to
train the native personnel to the point that they will
be able to operate it successfully after the contractor
has gone; and 3) the relatively high cost.

Although the "crash-type" operation is spectacular
and seems to be easy to measure "acdomplishments",

experience in some jurisdictions points to its long-range
failure to achieve a successful grafting into the overall
governmental operation. What seems to develop is a system
wherein the personnel go through the standard motions,
as prescribed by the operating manuals, but fail to
achieve the soughtfor goals of more meaningful and ef-
fective budget operation.

On the other hand the "do-it-yourself" type of
program, although unspectacular, and slower, is built upon
the solid rock of progress through understanding on the
part of the native personnel. In other words, by making
the government's own personnel undertake such changes or
improvements as are to be attempted, there is no subsequent
problem of lack of training. The training part is under-
taken first and then, when the personnel are conversant
with the objectives and are able to handle the techniques,
they do it themselves. It is clear that the rate of

progress (change or improvement) is such slower under this
type of approach. But, in addition to the advantage of
having the rate of change controlled only by the knowledge
and ability of the permanent native personnel, there
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sometimes is an added value in the form of variations 
and adaptions to fit the l ocal customs . 

In the final analysis , the top people in the govern­
ment should make t he decision as to which type of approach 
should be undertaken . Depending upon the standards or 
requirements used to evaluate the s i tuation , either 
appr oach might j ustifiably be s elected. Thus , if the 
Pres i dent d ec ided that the most important goals were : 
1) the qu i ck elimination of all possible remains of the 
Fren ch system; and/or 2) the speedy installation (or honest 
attempt thereto ) of a complete and Lodern system of 
budget and account ing (primarily to satisfy UJ OM that all 
possible efforts were being made to control expenditures 
and currency) ; "):.he logical approach is th e "quickien 
results of the "crash- type" operation by a big- time firm 
of management specialists . 

If , however , the desire is to carefully develop a 
sound and effective system operated by i nt elligently trainee 
peroo nnel , who understand not only the mechanics but the 
rationa l of the system , then clearly the " do- it - yourselflf 
approach i s indicated . Although there has been no defj_n i te 
indi cat i on of top level desires on this point, t he writer­
guided chiefly by his own evaluation of the situation, 
and partly on the advice of other - is assuming (and 
recommendi ng ) t hi s latter ap)roach . All of the fo llowing 
recommendations are based on such a program . 

. V. PROPO SALS FOR I MPROVEMENT 

In drafting the fo llowing proposals for the develop­
ment of a prog r am for improving the Vietnam budget oper­
ation , it is assumed that IvI3U will have the €ltrvices of 
Mr. Marvin Murphy , as budget specialist; a qual ified 
spec ialist in governmental accounting system; a nd Mr. Wa~rne 
Snyder , as analyst and i nterpreter. These t hree profes­
sional people should be supported by at least 0 ·1· e full 
time stenograp:1er who is able to take dictation , and a 
full time (and qualified) translator, v.rho can translate 
large quanti ti 2s of 2ngli sh lan~:uas::;e read i n0 material to 
Vi et namese and , vi ce versa , Vietnam budget and accounting 
doc uments to English . Such a team should function for 
a period of at least two years in order to accomplish a 
reasonable measure of i mprovements , along the line s 
indicated below. Also , as noted subsequently, this budget 
and accounting team occasionally will need the s upport 

and active cooperation of ~any of the regular MSU personnel . 
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11 

Turning new to specific suggestions most of which 
have already been presented to you orally, and in part 
by memo, it is noted th 2t any and all of these ideas 
are sub j ect to and susceptible of refinement and im­
provement as experience develops. The writer is certain 
that if he were to re-do this memo after an actu ~l trial 
run, there would be man'r revisions , and , possibl. , some 
deletions . 

These suggestions fall i nto two groups: A - those 
relating to training; and B - those havi ng to do with 

administrative ref orm. 

A. Suggestions Relating to Training. 

1. Establishment of Commit tees. 

As a means of provid i ng coordination and 
channeling of all possible skills and efforts of person­
nel within the MSU group, it is recommended that there 
be established a Committee on Budget and Accounti.!!!h_ 
This committee, wh ich should be chaired by the Chief 
Advisor , should include: Mr. Murphy, budget specialist; 
the accounting specialist; Mr. Snyder , analyst and 
interpreter; Mr. Fox, r epresenting the Institute; Mr. 
Wickert, for In-Service training; Mr. Lindholm, as Fiscal 
Policy advisor; ~r. Rosenfeld, the Organization and 
Methods specialist; ~r. Smuc kler, as Research and Statis­
tics specialist; and possibly , Mr. Mode, as a represent­
ative of agency viewpoints. 

It should be the funct ion of this committee 
periodically to review, evaluate, appraise and criticize 
the program and work of the budget and accounting unit . 
The committee, as such, should have no direct operating 
responsibility although individual members will neces­
sarily be involved in various phases of the work of the 
unit. Thus , for example, Mr. Fox and lV.r. Wickert should 
participate in the administration of t he training program; 
Mr. Lindholm 's advice and assistance will be invaluable 
in the development of a section on Fiscal Policy within 
the reorganized Budget Bureau; s imilarly, the advice and 
assistance of Messrs Rosenfeld and Smuckler will be 
helpful in the building up of sections on organization 
and methods and research (Legislative Reference). 

In order to insure smooth working relation­
ships between the budget and ac counting unit and the 
budget and other offices of the Vietnamese government , 
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it is recommended that a ,j oint ~SU-Vietnamese Committee 
on Budget and Accounting be established. Such a committee 
should probably be limited to not more than eight members, 
with four f rom each party . It mi ght consist of: The 
Secretary of · ~ State for the Presidency, as Chairman; 
the Budget Director; an Agency Budget Office; and the 
Vietnamese equivale nt of an Accounting Director; along 
with the Chief Advi sor and the three professional members 
of the MSU budget and accounting unit . 

It should be the responsibility of this Committee 
to promote the development of better budget and accounting 
pract ices with in the government. Speci f ically , this 
Committee, with the prestige of Mr. Chau, should be able 
to develop a spirit of genuine cooperation on the part 
of all agencies of the government . 

It is important, also , that the services of the 
already existing Committee on In-Service Training be 
utilized as much as possibl e in developing and carrying 
on a program of in-service training for the rank and file 
of budget and accounting personnel , as discussed below. 

2 . Development of training program. 

Over t he long pull , the most important 
contribution to the improvement of budget and accounting 
that can be made by MSU will be that achieved through a 
carefully prepared and sustained program of training. 
There is absolutely no substitute for intelligent and 
well-trained personnel . Given this, any government can 
operate any system - no matter how bad - and achieve some 
sort of satisfactory results. ~ ithout such trained 
personnel , no system - no matter how good - will work. 

To be successful over a per i od of years, a training 
program should cover all types of personnel and should 
be flexible enough to ad j ust to changing requirements. 
As of the present there is an obvious need for training 
on j ust about every l evel rang ing from broad ori entation 
discussions for top-level administrators down to detailed 
courses in the mechanics of budget preparation and 
execution for operating personnel. It would probably be 
helpful if the top government officials made public 
announcement of their full support of this training 
program . 

Without necessarily exhausting all possible needs, 
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on just about every level ranging from broad orientation
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helpful if the top government officials made public
announcement of their full support of this training
program.
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it is recommend ed t hat a program be established to cover 
the following specific kinds of training: a) f ormal 
university work in the United States;b) formal course in 
budget and accounting in the Institute of Administration; 
c) In-Service Training for budget and accounting person­
nel, including those of the operating agencies; and d) 
informal training by observation of budget and accounting 
systems in nearliy governments. 

Throughout this entire program of training, it should 
be a primary ob jective to train individuals with the 
capacity to serve as teachers of others so that the 
program conducted by MSU can be terminated at a reasonably 
early date. In this latter connection, it would seem 
reasonable to believe that the MSU program could be 
diminished in two more years and terminated at the end 
of four. If this proves not possible, it probably will 
be prima facie evidence of a ma jor failure to achieve the 
projected results. In such event, an alternative method 
might be indicated. 

a) University Training in the United States. 

There should be no difficulty developing this 
part of the program in view of t he operation that is 
currently under way as part of the general MSU effort. 
Specifically, however, there should be an attempt annually 
to select and train about five to ten individuals who 
will definitely return to Vietnam and spend a reasonable 
number of years in budget and accounting positions of 
the government. These should be looked upon as an elite 
group from which t he future top budget and accounting 
executives will likely (although not necessarily ) be 
drawn. Accordingly, great care should be exercised in 
their selection. Subject to modifications dictated by 
availability and time, the most necessary qualifications 
of such trainees should be: 1) Education, at least through 
the National Institute of Administration; 2) Experience, 
preferably at least two years in governmental adminis­
tration; 3) English language, ability to read ans speak 
in suffi cient skill to communicate; and, 4) Age, neither 
too young (preferably above 23) and not too old (not over 
35). Ideally, these trainees should be selected to cover 
the full range of activities carried on in budget and 
accounting administration. A combination of university 
study of public administration with a period of intern­
ship in a competent budget and/or accounting off ice should 
provide a good training for this group. In the 
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implementation of this part of the program, the advice 
and assistance of Messrs Fox and Cole will be 
invaluable. 

b) Formal Courses in Budget and Accounting 
in Institute. 

It has already been agreed that a course 
in budget administration will be a regular part of the 
Institute curriculum, beginning with the next term. 
Mr. Murphy will be responsible for handling this course. 
To assist him in getting started a preliminary draft of 
an outline for a 30-hour-course(9) has been prepared. 
Mr. Murphy has a copy of this and, presumably, will be 
prepared to begin the course when he arrives next 
month. A similar course in governmental accounting, 
with heavy emphasis upon accounting for budgetary 
purposes, should be developed and undertaken as quickly 
as possible. This will be the responsibility of the 
accounting specialist. 

Although designed essentially for the regular 
students of the Institute, an effort should be made to 
enroll selected budget and accounting personnel of the 
government. These individuals should be assigned to 
take the courses as part of their regular duties and 
should be carefully checked, from time to time, to see 
that they are taking full advantage of the opportunity 
to acquire extra knowledge and skills. Any evidence 
of malingering should be grounds for dismissal from the 
course and, additionally, an obstacle to future promo­
tional opportunity. 

c) In-Service Training 

For the short run, the in-service training 
effort will undoubtedly be the most important part of 
the training program. It is through this medium that 
the majority of budget and accounting personnel of the 

government will be most quickly reached. This part of 
the program, which should be worked out ih cooperation 
with Mr. Wickert and the In-Service Training Committee, 
should be open to all individuals in budget and account­
ing positions at both the staff and operating levels. 

The ob j ective of these in-service training courses 
should be two-fold: 1) to re-orient the thinking of 
the government personnel to a new concept of budget and 
accounting and, 2) to give them an understanding of the 

(9) A copy of this outline is attached as Appendix "A" 
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rudiments of a modern approach to these operations. Of 
the two, the first is undoubtedly the more important. 
Unless the Vietnamese have a real understanding and 
appreciation of what is being attempted, there is little 
point in trying to teach techniques. 

There is no set pattern for covering this type of 
training. Only experience can dictate the final form of 
a successful approach. However, in an attempt to 
facilitate the operation, a rough outline of a short 
course in budgeting has been prepared.(10) This short 
course is designed for small informal discussion groups 
(of 10 - 15 persons) meeting about six to ten 2.-hour 
sessions. The first, second, and sixth parts are 
designed for general orientation purposes and the other 
three are desi~hed to cover the mechanics of budget 
administration. 

d) Informal Training by Observation. 

The fourth approach to the training progrrun 
is that of arranging opportunities for selected budget 
and accounting personpel to observe similar operations 
in neighboring countries. On the theory~ that a picture 
is worth ten thousand words, very preliminary contacts 
for this purpose have been made in the Philippines and 
Thai. In both of these countries (although much more so 
in Manila than in Bangkok) the budget and accounting 
operations can be used not only to demonstrate the systems, 
but, quite importantly, to underline the fact that there 
is nothing mysterious about them. In the writer's 
opinion, a demonstration of §ood budget and accounting 
by people of similar culture and racial characteristics 
here in the orient will be a most effective method of 
convincing the Vietnamese that they too can do the job. 

In the Philippines, as you know, a seemingly success­
ful ~- "performance" budget installation has just been 

(10) Attached as Appendix "B" 
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completed by a private management firm.(11) The budget 
operations of the Philippines as conducted :by the Budget 
Commissioner (Dominador Ayton~) are s ound and increasingly 
well adminis4ered. Moreover, both Filipino and USOM 
officials in Manila indicated enthusiastic approval of 
a proposal, that they receive and instruct budget and 
a ccountimg personnel from Vietnam.(12) 

On a recent trip to Bangkok , as also reported 
previously, the writer was advised by representatives of 
Public Administration Service (which has contracts 
covering budget and accounting installa t ions in both 
Thai and Burma), that shortly after January 1, 1957 they 
would be in a position to undertake demonstrations for 
visitors. This would f it i nto the local schedule quite 
nicely because by that time (January, 1957) Murphy should 
have been abl e to sel ect a ;number of budget and accounting 
personnel who could profitably participate in such a trip. 

(11) The installat ion is described as "seemi ngly success­
ful" for t he reason that it st i ll remains to be 
seen if the contractor succeeded i n imparting an 
adequate understanding of t he full implications of 
"performance" budgeting. Even if this proves not 
to have been done the Philippines budget adminis­
tration is about t he best in this part of the world 
(writer's opinion.) 

(12) No def inite plan has been worked out. Preliminary 
contacts with USOM (Saigon) indicate likely approval. 
This should be one of Murphy's first assignments 
this fall. As reported in the writer's memo of 11 
June, a furt her possibility for training was discussed 
with Mr. John Moore, Public Administration Advisor 
at USOM, Bangkok. Briefly, this contemplates joint 
action by Thai, Burma and Viet nam i n sending trainees 
to the Institute of Public Administration at t he 
University of the Philippines in Manila. Using the 
Philippine Budget Commission as the laboratory; the 
Institute could put on a f irst class program of 
training for other South East Asia countries. It 
is strongly recommended that this be further 
explored in cooperation with USOM officials and 
with Mr. Moore at Bangkok. 
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It is recommended therefore, t hat early attention 
be devoted, working through USOM, to setting up a 
£rogram for sending caref ully selected groups of Viet-

namese to either Manila or Bangkok for demonstration. 
Details of such trips will have to be decided in terms 
of availability of personnel, financing arrangements 
and other, as yet, unconsidered factors. 

In general, however, it is suggested, that such 
visits be limited to groups of not to exceed 3 or 4 at 

a time for not more than two or three weeks each. One 
absolute requirement, for such visits should be, that 
each person sent must submit a r eport covering his 
observations as to what he did or what he did not learn. 
Such a requirement should help in two ways: 1) it 
should tend to dispel the idea that the trips are simply 
junkets; and 2) t he reports, if seriously followed up, 
will help to guide future coverage on these trips. 

B. Suggestions Relating to Administrative 
Reforms. 

In this group of suggestions it is repeated 
that the role of MSU should be confined to helping the 
proper governmental officials once they have made the 
decision to undertake the reforms. MSU already has been 
called upon to describe what improvements are i ndicated 
and to this extent it is certainly free to advise the 
government concerning demnstrable def ects in existing 
organization and practice. What W:e· must avoid, however, 
is even the appearance of doing the actual implementation. 
This may seem t o be a too timid approach, but in the 
setting it is the only way to avoid suspic i on, that MSU 
11 i s runningtt the show and, consequently, to be blamed if 
anything goes wrong. 

· 1. Reorganizat ion and Relocat ion of Budget 
Bureau. 

Evidence of t he President 's desire and 
intention to strengthen and expand the role of the budget 
as an ihstrument of executive management, may be seen in 
his action moving the budget bureau from t he Ministry of 
Finance to the Presidency .(13) The next two steps which 
logically follow from this action and which should be 

(13) Arrete No. 1245-TTP/NS 
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It is recommended therefore, that early attention
be devoted, working through USOM, to setting up a
program for sending carefully selected groups of Viet-
namese to either Manila or Bangkok for demonstration.

Details of such trips will have to be decided in terms
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undertaken as soon as personnel, space, and operating 
work-loads permit, are: a) reor ganization of the internal 
structure and expansion of the staff, and b) its relo­
cation to more adequate quarters. 

a) Reorganization a nd expans i on of Budget 
Bureau 

The budget bureau presently consists of 
a bout 28 persons who are organized, under a Director and 
Deputy, into four main units; National Budget (with 
their subunits - Defense Budget and Government Receipts; 
Administrative and Political Expend itures; and Economic 
and Social Expenditures); Other Budgets (with two sub­
units - Municipal, Provincial and Village Budgets; and 
Autonomous Budgets); Research (with two subunits -
Research and Statistics; and Investigations); and Ad ­
ministration . The actual functions of the several parts 
of this organization, as pr esented in the Arrete which 
affected its supposed reorganization on May 8; 1956, 
differ from those described by the staff members in a 
series of interviews conducted during the period May 5 -
17 , 1956. Moreover, there were conflicting statements as 
to who did what from the several interviewees. Over 
and beyond this, of course, is the very confusing role 
of the special advisor, Mr . Tai, who apparently put the 
1956 Budget together almost singlehanded a nd expects to 
do the same for 1957. 

The recent moving of the Budget Bureau from the 
Department of Finance to the Presidency has not apparently 
increased i~s prestige, because one gets a very strong 
impression that the rest of the Government is not too 
impressed with the Bureau. There seems to be evidence 
t hat the agencies headed by relatively "strong" Ministers 
either ignore the Budget Bureau com?letely or have l i ttle 
he sitancy (and considerable success) in going over its 
head to get their own way. 

A reorgan izat ion of the Bureau will not, of itself, 
completely change this situation, if it is as indicated 
above. Nevertheless , such a reorg2nization is necessary 
as a part of a re - orientation of the entire budget ad­
ministration unto its role of all effective aim of 
management. This reorganization, however , should not be 
undertaken unless and until a new director is selected and 
ready to take over the active control and operation of 
the Bureau. 
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The proposed reorganization is predicated upon the 
assumption that the Budget Director is go i ng to be a 
person of stature who has the conf idence of the President 
and who can and will work harmoniously and closely with 
the Secretary of State f or the Presidency . It is impera­
tive that this person be strong enough to avoid sub­
vervi ence to the Secretary, but capable of working 
amicably even when there develop differences in points of 
views. He, like the Secretary, must be guided by the 
policy decisions of the President . 

The type of organization proposed for the Budget 
Bureau is detailed in chart form.(14) This proposal has 
been submitted to the President through the Secretary of 
State for the Presidency . The latter advises that the 
proposal has been approved and its implementation is 
waiting (as recommended above) upon the selection of a 
top level person to head such a revitalized unit. 

The proposed organization chart well speaks for 
itself and needs little elaboration~ The principal duties 
of each office or unit may be listed as follows: 

Reference Legislative 

1. Review proposals for leg islation from agencies 
t o see if in line with President's program. 

2 . Review other leg islative proposals and report on the 
probable effect, if enacted. 

3. Pending development of full -scale Legislative 
operations to carry on research and statistical 
studies as assigned, by Director. 

4. Assemble and operate library of preference 
materials . 

Organizat ion and Method s 

1. Study and evaluate organization and procedures of 
governmental ag~ncies. 

2. Prepare plans for reorganization and improved 
operation procedures of the several agencies . 

Polittque Fiscale et Analyse 

1. Study and analyse economic trends . 

2. Evaluate likely impact of such trends upon budget 

(14) Copies of this chart are available and will be left 
in Mr. Fishel 's office. 
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and vice versa. 

3. Review revenue estimates of Treasury Department. 

4. Prepare Budget Message. 

5. Forecast fut ure budget outlook to serve as guide 
to development of budget policy . 

Administration 

1. Handle all "housekeeping" function - personnel 
f iles, space, sup~lies , accounting etc. - of the 
Direction General , du Budget. 

2. Reproduction and distribution of budget forms, 
memoranda and documents. 

Directeur Adjoint 

1. Represent directeur General · in hi s absence, or · 
upon delegation. 

2. Supervise and be responsible for work of operatihg 
units in reviewing , preparing and executing budgets. 

Services Pour le Fonctionnement 

1. Represent the Directeur General dhl Budget in all 
matters relating to assigned ag encies . 

2 . Study organization, programs and operations of 
such agencies in the light of executive budget 
policies. 

). Review and a nalyse annual budget requests. 

4. Prepare recommendations for inclus i on in annual 
budget . 

5. Such other tasks as assigned. 

Budgets Divers 

(Same as Services Pour le Fonctionement.) · 

In passing , it might be worth while to note that the 
basic concept is one of clientele , rather than process. 
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Under the proposed organization, the indiv i dual budget 
examiner, who is assigned responsibility for a particular 
agency is the key. He should be the printipal and usual 
channel of communication with that agency and should be 
truly in charge of all budget operations pertaining thereto, 
sub j ect, of course, to the higher authority of his super i or 
with in the bureau. Under no circumstances should any 
personnel of the staff units within the budget bureau have 
regular contact with agencies except and unless such has 
been requested or approved by the budget examiner re­
sponsible for such agency. This limitation is suggested 
in order to avoid the conf licts and confusion which seem 
inevitably to arise when two or more people from a central 
a dm inistrative agency have contact with a particular oper­
at-ing agency. This was demonstrated in the United States 
Bureau of the Budget and was primarily responsible for the 
reorganization of that agency in 1952. 

As indicated above, there are about 28 persons in 
t he Budget Bureau. Under the proposed reorganization, 
this number would be increased eventually to about 75 or 
100. With the present scarcity of trained personnel the 
achievement of this reorganization will take some time. 
Nevertheless , it should be pushed as vigorously as pos­
sible utilizing even half-trained personnel. There is a 
very great amount of "on the job" training that can be 
accomplished during the next few years. Learning by doing 
may, at times give rise to some serious errors but it 
does separate the capable from the incapable in a hurry. 
Only by experience will it be possibl e to determine the 
precise number of employees needed in the central budget 
bureau, but, as a tentative guide, the following staffing 
patterns are suggested: The Director will need a couple 
of senior administrative assistants and corresponding 
secretarial persons. Similarly, the Deputy should have 
at least one personal assistant of junior grade, and a 
secretary. The staff units (Legislature Reference, Fiscal 
Policy and 0 and M) should probably be set up with three 
to f ive positions initially, with the future availability 
of the specialized skills required dictating their eventual 
size. It should be remembered, that these units s hould 
never be allowed to become so large as to dominate the 
Bureau. They should always be relatively small and be 
confined to advisory roles. The Administrative office will 
probably be the largest single un i t because it will need 
a number of clerical and non-professional people to do the 
"housekeeping" chores of t he Department. I nitially, about 
15 positions should be enough to get this portion of the 
operation underway . 
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patterns are suggested: The Director will need a couple
of senior administrative assistants and corresponding
secretarial persons. Similarly, the Deputy should have
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The eight operative units will have variable needs 
for personnel , in accordance with t heir work loads. 
Generally , however , an attempt should be made to keep these 
units fairly equal, ad justing ass ignments (and the number 
of such units) t o a chieve this. On that basis, it is 
suggested that the units should have from five to seven 
positions each , although this may well prove to be inade­
quate . 

Finally , the miscellaneous budget units, wh ich is 
admittedly a vague grouping of t h e autonomous agencies and 
the relationships with the local budgets, mi ght be staffed 
i nitially with about ten positions . 

b) Relocation of Budget Bureau 

The present location of the budget bureau on 
the palace g rounds has the very great advantage of be i ng 
close to the Secretary of State for the Pres idenc y and the 
President. This helps to fac i litate close day-to-day 
contact so that the pol i c y dec i s i ons can be readily 
ref l ected i n budget r ecommendat i ons and operations. Never­
t heless , t he space presently occupied is totall y inad equate 
even for the existing s taf f of some 28 pers ons. If, as 
recommended, t h e unit i s r eorganized a nd expanded to three 
or four t imes its pres ent size , i t i s obv i ous t hat larger 
and more adequate space must be obtained. This i s so 
patently i ndicated t hat further di sc ussion and j ust i fication 
is deemed to be unnecessary . Therefore, i~_is recommend~d 
that t h e Budget Bureau be relocat ed i n l a r ger and more 

ade quate quarters. 

2. Establishment of an Effective Central Accounting 
Office . 

One of the essential s teps in the develo ument 
of an improved system of f i nanc i al admi nistrat i on i s the 
establ i shment of an eff ect i ve central acc ount ing operatioh. 
This is an absolute necess i t y f or making t he execut ion of 
t he budget mean ingful . That t h is is long overdue is s een 
f r om the fact t hat in 1952 , Walter SHARP wrot e t hat " Stem's 
Controller has struggled val i a ntl y fo r months to s ecur e 
workabl e procedur es f or t h e fi scal administrat ion of 
American aid moneys . (15) Aft er f our years of pr esumably 
cont i nuing efforts on t h e part of STEM and i ts s ucc essor 
ag enci es, t hi s is s t ill a n unselved probl em , as evidenced 

by t h e recent memorandum from USOM's d irector, Leland 
Barrows. 

It should be clear t hat the re i s no pat schem~ or 

{15) P . A. S . Study P. 1 
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suggested that the units should have from five to seven
positions each, although this may well prove to be inade-
quate.
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admittedly a vague grouping of the autonomous agencies and
the relationships with the local budgets, might be staffed
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The present location of the budget bureau on
the palace grounds has the very great advantage of being
close to the Secretary of State for the Presidency and the
President. This helps to facilitate close day-to-day
contact so that the policy decisions can be readily
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and more adequate space must be obtained. This is so
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is deemed to be unnecessary. Therefore, it is recommended
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Establishment of an Effective Central Accounting2.
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One of the essential steps in the development
of an improved system of financial administration is the
establishment of an effective central accounting operation.
This is an absolute necessity for making the execution of
the budget meaningful. That this is long overdue is seen
from the fact that in 1952, Walter SHARP wrote that "Stem's
Controller has struggled valiantly for months to secure
workable procedures for the fiscal administration of
American aid moneys. (15) After four years of presumably
continuing efforts on the part of STEM and its successor
agencies, this is still an unselved problem, as evidenced
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magic formula that can be proposed upon the spur of the 
moment and which will automatically control and prevent 
excess spending by the Vietnamese (or any other) government. 
As indicated previously , there is no chance of stopping 
this unless the Government wants to do so and, if it does, 
it does not use any new system. All the arguments as to 
why it is unable to do so are simply time consumers. If 
the United States is upset over the size of these "un­
anticipated deficits" it has a very effective f inal way of 
stopping them - simply curtail or ~top gi ving aid. 

Of course the forego ing is not seriously suggested, 
because as noted earlier, it is not within the scope of 
this survey to indulge in speculation or advice on broad 
strategy - which USOM has res erved unto itself. Moreover, 
the writer is not an accountant and is reluctant to engage 
in prescrib ing accounting reforms (see discussion of Budget­
ary control system, below) to correct the present de f ective 
operation. This should be an assi ~nment to be given to 
the accounting specialist who is to j oin the staff and be 
a part of the budget and accounting unit. 

In the meantime, however, in order to get a fast start 
on what is going to be a diffi cult assignment f or t his 
accounting specialist, it is recommended , that Wayne Snyder 
devote part of his time, before Murphy arrives, doing a 
description of the Treasury's operations in respect to 
obligation accounting and control. It appears that the 
Treasury is the key agency through which the Government 
could control its spending. If f1"r. Snyder could be given 
access to the inner operations, he could prepare a factual 
description of how matters are currently being handled. 
This would be invaluable to the accounting specialist. It 
is further suggested that us01v:; might want to assign some 
competent analys t to work with Mr. Snyder on this task. 
It might be helpful to USOJ\1 to obtain a clear factual 
picture of such an op eration. 

One final point in reference to the central accounting 
office. Such an off ice should be l ocated - procedurally 
and physi c~lly - close to the bud3et bureau , preferabl y in 
offi ce of the Presidency. It should be organi zed, staffed 
and equipped to the end that it can turn up period ic 
(weekly to monthly) statements of financial status of the 
Government. Such inf orma t ion will be essenttal, as the 
basis of budget preparation and operat ing decis i ons, at both 
the agency and budget bureau levels. 
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One final point in reference to the central accounting
office. Such an office should be located - procedurally
and physically - close to the budget bureau, preferably in
office of the Presidency. It should be organized, staffed
and equipped to the end that it can turn up periodic
(weekly to monthly) statements of financial status of the
Government. Such information will be essential, as the
basis of budget preparation and operating decisions, at both
the agency and budget bureau levels.
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3. Establish Budget and Accounting Officers in all 
Denartments . 

One of the early steps t hat should be undertaken 
is the establishment of the pos ition of Budget and Account­
ing Officers i n each separate department or other inde ­
pendent ag enc y of th e ~ernment wh ich do es not now have 
such. Even where t h i1's11, or a simila.T pos ition now exists , 
it may be necessary to relocate and reestablish the 

position to conform to the new patterns of budget and 
accounting administration. 

It is important that the agency budget and accounting 
officer be technically trained and competent so that he 
can advise the head of his agency as to the requirements · 
in respect to budget and accounting procedures. But , and 
this is of overriding importance, such officers must be 
kept in positions subordinate to th~t of the operating 
heads of their agencies. In other words , these budget and 
accounting officers must function as staff to the operating 
officials who have the final responsibility for all phases 
of their operations, including budget and accounting. It 
would be a serious mistake to ever let a budget and ac­
counting officer dictate to t he operating .head of the 
department; in such case he would , in fact, be the head . 
The agency budget and accounting officer will naturally 
need a number of assistants. How many and of what k ind 
canJ10t even be guessed at this moment. Certainly the 
number will eventually exceed the present supply and will 
have to be developed via the training program. 

4. Personnel 

It is quite clear that with an expanded Budget 
Bureau and a Central Accounting Unit, along with the en­
hancement of the budget and accounting positions within 
t he operating agencies, there is bound to. be a heavy demand 
for qualified personnel . It is also clear that, in the 
ma in, these personnel will have to be produced by a s ystem 
of training such a s described above. This process, how­
ever, is going to consume several years even under the 
most favorable circumstances. Consequently, there is a 
maximum value that attaches to any persons who already have 
abilities in either budget or accounting operations . A 
serious and determined effort should be undertaken irnmedi­
at ely to uncover such pe r sonnel already available in the 
Civil Service and expedite their transfer to these budget­
and accounting positions . 
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It is recommend ed therefor, that the director of the 
Civil Service be stimulated by whatever means necessary 
(including a direct order from th~ President) to prepare a 
list of all present personnel with the sought for guali­
cations. Special attention mi ght well be directed to such 
agencies as Finance, Defense, Interior, the National Bank 
and other autonomous units. which might have personnel with 
the proper training and skills. 

A precise and detailed prescription of the qualifi­
cations needed is impossible because t he f unctions to be 
performed in the budget and accounting j obs are varied and 
call for different s kills. While there is a de f inite need for 
a numbe·r of persons with spec i alized skills in economics, 
organiz ation and methods techniques, research and sta-
tistics and accounting theory, the great majority can, 
and preferably should, be more or less generalists. Among 
the principal qualities that all these individuals should 
have - and, again, the training program should be directed 
towards their development, - are: loyalty, willingness to 
serve anonymously; honesty; initiative; inquisitiveness; 
and tactfulness. 

To be really successful, a budget examiner, or an 
accountant, should have a liberal amount of all of these 
qualifications. He must be loyal to the institution of the 
Presidency so that he can faithf ully carry out the policies 
and programs of the President - even though he might person­
ally find them to be distasteful (In such event, he can 
always resign and be free to criticize; something he should 
not do while a member of the staff.) He must be the type 
of person who gets his personal satisfaction from a job 
well done - even while others (his superiors) get public 
credit. Impeccable honesty of course goes without saying; 
honesty, intellectual as well as moral. The examiner and/or 
accountant must also have the ability and willingness to 
take hold of a problem and wrestle it through to a con­
clusion while asking · all possible questions concerning it. 
Tactfulness is the quality that will enable him to obtain 
information and still receive a f riendly greeting upon a 
subsequent return. Such, in brief, are some of the 
qualifications needed. It is not sufficient that the 
individual have the skill at adding figures or checking 
laws. He must be able to think through problems and under­
stand the whys and whereforPsso that, when required, he can 
prepare and present an intelligent eval uation and recom­
mendation concerning any activit y of the government. This 
is why it is so important that some of the bes~ brains in 
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is why it is so important that some of the best brains in



26 

t h e government be channeled into these budget and accounting 
positions. 

5. The Nature of the Budget System . 

It is well here to note , briefly , the nature of 
the budget system that should be developed. In contrast 
to the existing ob j ect - code, line- i tem budget currently 
in vogue, the President has indicated a desire to have one 
in which he can effect changes in programs. As he put it, 
"I want to be able to contradict t he propaganda of the 
Viet -Minh who say we are not doing anything for the people. 
Through the budget, I want to be able to direct so much 
for Health Education Lan~ reform, and so forth and not 
have them iost in the'maze of figures on personal services 
and materials" . 

There should be no confusing of the picture by t he 
employment of catchphrases such as "perf ormance budgeting". 
Thi s, as yet , remains largely an abstract concept that has 
not been crystallized in any complete budget . Moreover, 
even in principle it is recognized, that to be achieved 
such a conc ept re quires an elaborate cost account ing system. 
In the absence of reliable work load and cost data, such a 
s ystem would be utterly impossible in Vietnam. Therefore, 
it is recommend ed, that the budget system to be 12roposed 
for Vietnam - regardless of what it i s called be kept as 
simple as possible. It should probably be a combination of 
ob j ect -code, lineitem arranged by programs within a function­
al class i fication. This , however, is something that only 
time can tell a nd t he writer would urge that the Vietnamese 
be encouraged to work out their own patt erns along l i nes 
best suited to produce the kind of budget desired by the 
President . The important th.ing is t hat the budget be 
arrang ed to reveal what the Government is doing rather 
t han for what thing s i t is spending its money. 

6. ~ ajar Provisions of Proposed System. 

The principal features of a modern budget system 
have been outlined in the paper (1 6 ) recently given as part 
of the Presidential Lecture series. Although this is a 
very generalized a nd non-technical presentation , is serves 
to illustrate the basic outline of such a system and 
eliminates the necessity of a description in this report. 
On the strength of that pa per, several recommendations have . 
been incorporated into the series at the beginning of this 
report. 
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have been outlined in the paper (16) recently given as part
of the Presidential Lecture series. Although this is a
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7. .fu2.ecifi c Steps Toward 1958 Budget . 

It is clearly too late to have any serious impact 
on the 1957 budget . At most , about the only thing that 
might reasonably b e accomplished this year is to stimulate 
the government to get the budget prepared and approved in 
advance of the fi s cal year (January 1 , 1957) . It might 
also be possible , if the accounting specialist is available 
in the early fall , to help them devise and set up a budget ­
ary control system (see discussion below) to more effective­
ly administer the exDendi ture program and, by keeping it in 
line with revenues, avoid any unanticipated deficit. At­
tention should therefore be directed to t he early accomplish­
ment of those specific steps that might help to improve the 
1958 budget . In s uch undertaking , of course , action should 
be limited to helping the responsible officials rather than 

doing the jobs for them. 

Among the several particular actions which might be 
suggested to the Vietnamese in connection with their 1958 
budget are : a) Preparation and announceoent of presidential 
budget policy; b) Preparation and i ssuance of budget 
circular to gu ide agencies in submission of requests; 
c) Revision of Budget Calendar; d) Separation of National 
and Local Budgets; e) Revamping of Budget Document; and f) 
Create an effective budgetary control system . 

a) Presidential Budget Policy 

If the budget is to be made an effective 
instrurnent of executive management, a prerequisite is the 
development and issuance of a statement of goal s and ob­
j ect i ves by the President . It should be stressed time and 
again, so that there is no possible misunderstanding, that 
the development of a modern budget system does not, of it ­
self, automatically (and nainlessly) solve all the problems. 
Rather, all the budget can do -if operat ed properly - is 
to develop and pose the basic decisi ons . These , however, 
must be made by, or for, the president . As of the moment, 
seemingly , many of these are being made by default . r:'Jhat 
is now needed is a system where they can be done po s itively 
by the proper authority - the Pre s i dent . 

To this end , the attention of the budget bureau should 
be direcbed to a listing and definition of these major 
problems and their apparent priority of importance. These 
should be presented to the president as early as possible 
so that he can make an intelligent (and not too hurried) 
decision as to the program emphasis of t he government for 
1958 . 

27
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suggested to the Vietnamese in connection with their 1958
budget are: a) Preparation and announcement of presidential
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c) Revision of Budget Calendar; d) Separation of National
and Local Budgets; e) Revamping of Budget Document; and f)
Create an effective budgetary control system.
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If the budget is to be made an effective
instrument of executive management, a prerequisite is the
development and issuance of a statement of goals and ob-
jectives by the President. It should be stressed time and
again, so that there is no possible misunderstanding, that
the development of a modern budget system does not, of it-
self, automatically (and painlessly) solve all the problems.
Rather, all the budget can do -if operated properly - is
to develop and pose the basic decisions. These, however,
must be made by, or for, the president. As of the moment,
seemingly, many of these are being made by default. What
is now needed is a system where they can be done positively
by the proper authority - the President.

To this end, the attention of the budget bureau should
be directed to a listing and definition of these major
problems and their apparent priority of importance. These
should be presented to the president as early as possible
so that he can make an intelligent (and not too hurried)
decision as to the program emphasis of the government for
1958.



Specifically, th i s problem should be approached by 
t he development of 195$ budget forecast. To be done 
properly, it should include the most reliable informa­
tion on the revenue yields and ex'J end i t ure requirements, 
so t hat a determination can be made as to the over-all 
level of budget expenditures and the means of financing. 
It should be the responsibility of the budget bureau to 
prepare such a forecast, but it should have the full 
backing of the president in gett ing necessary information 
from other agencies (revenue estimates from the Denartment 
of Finance, for exampl e). Through the services of 
qualified people like Professor Li ndholm, MSU can render 
invaluable services i n advisi_gg and ass i sting on such a 
difficult task, but in no event should it do the j ob for 
the government . It is only by doing, that the government 
and the personnel involved, will ever understand the maµy 
facets of the budget problem. 

Onde the forecast has been prepared, and presented 
to the President, it becomes hi s respons ib il i ty (and 
opportunity) to direct the government into t hose programs 
and pol i cies that he wishes i t to take. When his dec i ­
sions have been made, they should be announced in the 
form of a policy statement that them serves as the basic 
g '.lide to all agencies in the reparat i"On of their budget 
requests. Agencies will be l imited or stimulated to the 
extent that, the announced pol icies affect their respec~ive 
programs and act ivities. So, also, t his statement , . 
will be the yardstick by whi~h the budget bureau measures 
and evaluates the several agency requests i n i ts task of 
putt ing ~ogether a budget that i s designed t o carry out 
the President's program . 

One final word on this point would be that MSU 
personnel should carefully ~void even an appearance 
of suggestions as to what t he policies should be. To do 
so would be not only presumptuous but dangerous. What 
might appear to us to be a logi cal and sensible program , 

might be looked upon with extreme disfavor by the govern­
ment. Becaus~ it is their: budget we should not try to 
impose 2..£!: views. 

b) Budget Circular. 

After the president i al budget policies have 
been announced, they should be followed by a circul ar 
from t he budget bureau adv i sing t he agenc i es as to how 
to present their requests. The present budget system 
includes the issuance of S •-1. Ch a circular, and the last 
one issued(l7) (by the Minister of Finance) was not too 

(17) Appendix "D" 
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the development of 1958 budget forecast. To be done
properly, it should include the most reliable informa-
tion on the revenue yields and expenditure requirements,
so that a determination can be made as to the over-all
level of budget expenditures and the means of financing.
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the government. It is only by doing, that the government
and the personnel involved, will ever understand the many
facets of the budget problem.

Onde the forecast has been prepared, and presented
to the President, it becomes his responsibility (and
opportunity) to direct the government into those programs
and policies that he wishes it to take. When his deci-
sions have been made, they should be announced in the
form of a policy statement that them serves as the basic
guide to all agencies in the preparation of their budget
requests. Agencies will be limited or stimulated to the
extent that, the announced policies affect their respective
programs and activities. So, also, this statement
will be the yardstick by which the budget bureau measures
and evaluates the several agency requests in its task of
putting together a budget that is designed to carry out
the President's program.
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personnel should carefully avoid even an appearance
of suggestions as to what the policies should be. To do
so would be not only presumptuous but dangerous. What
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might be looked upon with extreme disfavor by the govern-

ment. Because it is their budget we should not try to
impose our views.

b) Budget Circular.

After the presidential budget policies have
been announced, they should be followed by a circular
from the budget bureau advising the agencies as to how
to present their requests. The present budget system
includes the issuance of such a circular, and the last
one issued (17) (by the Minister of Finance) was not too

(17) Appendix "D"
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bad, although semewhat limited in scope. As a sample of 
what might be done, a new t ype of cir cular has been 
prepared and is attached(lS) to t his report. This is 
frankly on adaptation of the 1957 Philippine circular. It 
should be revised further to better fit the Vietnamese 
situation. In this connection, there should be considera­
ble revision of the Vietnamese budget forms in order to 
facilitate the development of program data. Mr. Snyder 
has been working on this problem and should continue to do 
so in cooperation with the personnel of the Budget Bureau. 
To minimize the problems of transition, an. effort should 
be made to utilize the present type of forms, modified to 
conf orm to the program presentation. 

c) aevision of the Budget Calendar 

If the fiscal year is going to remain synonymous 
with the calendar year, there must be a considerable change 
in the budget schedule. This will be particularly true 
if, as and when, the legislative body gets involved in 
the budget review and enactment process.{19) 

It is suggested that the Budget Bureau and the 
President be persuaded to start the process not less than 

one full year from the beginning of the year being 
budgeted. No attempt is made here to prescribe time al­
lotments for the several phases. This can best be done 
as experience unfolds. What is important, however, is that 
there be s ufficient time for each phase so that the budget 
can be prepared, reviewed, and submi tted and enacted suf­
ficiently in advance of the fiscal year to allow for the 
setting up of allotment and accounting controls. 

d) Separation of National and Local Budgets . 

One of the most needed ref orms in the present 
budget operations is the separat ion of the national and 
local budgets. The present situation wherein the several 
provincial and other local a i:tt hor i t i es are abl e to spend -
without effective supervision and control - with the 
n1tional treasury responsible for covering any excesses, 
i s intolerable. 

A start along this line has been made by t he abol i tion 

(18) Appendix "E". 

(19) See footnote (4) above. 
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there be sufficient time for each phase so that the budget
can be prepared, reviewed, and submitted and enacted suf-
ficiently in advance of the fiscal year to allow for the
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One of the most needed reforms in the present
budget operations is the separation of the national and
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without effective supervision and control - with the
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of the regional organization and budgets.(20) As soon as 
possible, the budgets of the other local units ~hould be 
completely separated from the national budget and the 
respective governmental j urisdictions made respons i ble 
for the ma j or part of their own financial su port. Be­
cause it would probably be impossible to do this abruptly, 
and because national interests would probably be best 
served by keeping some control over the f unctions and 
finances of these local units, it is suggested that a 
system of grants-in-ai d for sp~cific purposes be established. 
These should be spelled out clearly and simply. The 
national gQvernment should specify the purposes for which 

s uch grants will be available, the standards that must 
be met as a prerequisite t o bPing eligible thereto and 
the amounts that will be prov·acted. Such amounts should 
be established .annually along with other parts of the 
national budget and should be determined in the l ight of 
t he overall budget picture and their relative i mportance 
t herein. 

e) Revamp i ng the Budget Doc~~ent. 

The present budget document (1344 pages for 1956) 
represents a distinct improvement over those of recent 
years. It is a tribute to t he good and consc i entious effort 
of Mr. Tai and attempts to provide some explanat i ons as 
to what the overall budget picture is and what i s being 
at t empted. Good as it is in comparison with earlier 
doc um~nts, the Vietnam budget is i n need of further over­
hauling and revamping. It can be made more comprehensive 
by telling and the fiscal facts, unpleasant though they 
may be, i n ample and readable fashion. 

The budget document should begin with a budget message(21) 
which should clearly and completely tell the overall 
budget story. This should include a clear presentation 
of the current fiscal situat i on along with the best pos-
sible assessment of the peri od being budgeted. It should 
spell out the ob j ectives of the Government and how it 
proposes to try and reach t hem and at what es t i mated costs. 
it should also i ndicate how these ant i cinated exnend i t ures 
would by fi~anced and clearly show all of t he revenue from 
existing and , if necessary , proposed sources. All of this 
should be done in te r ms of the pr ograms, act i v i ties, 

(20) 

(21) 

It is s peculat i ve as to how ef f ect i vely thi s order 
has been implemented. One hears reports t hat the 
regional operations have continued, i n spite of the 
decree. If so, the quest i on mi ght well be raised as 
t o how they are be i ng f inanced. 
A rough outl ine of what s uch a message might cover 
is i ncluded as Aupendix "F" 
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years. It is a tribute to the good and conscientious effort
of Mr. Tai and attempts to provide some explanations as
to what the overall budget picture is and what is being
attempted. Good as it is in comparison with earlier
documents, the Vietnam budget is in need of further over-
hauling and revamping. It can be made more comprehensive
by telling and the fiscal facts, unpleasant though they
may be, in ample and readable fashion.

The budget document should begin with a budget message (21)
which should clearly and completely tell the overall
budget story. This should include a clear presentation
of the current fiscal situation along with the best pos-
sible assessment of the period being budgeted. It should
spell out the objectives of the Government and how it
proposes to try and reach them and at what estimated costs.
it should also indicate how these anticipated expenditures
would by financed and clearly show all of the revenue from
existing and, if necessary, proposed sources. All of this
should be done in terms of the programs, activities,

(20) It is speculative as to how effectively this order
has been implemented. One hears reports that the
regional operations have continued, in spite of the
decree. If so, the question might well be raised as
to how they are being financed.

(21) A rough outline of what such a message might cover
is included as Appendix "F"
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pro j ects or services which the government expects to carry 
on. This presentation should not be in such proliferation 
that no one can understand. I f i t is decided to continue 
a very detailed (line-item, ob j ect-code) type of budget, 
there should be prepared and issued a "budget-in-brief" 
which reveals all of the essential information noted above. 
Unless t he government is willing to divulge its financial 

operations to its citizens, and to the world , there must 
inevitably be a suspicion that someth ing is wrong. 

During the eourse of the fall and winter, Messrs Murphy 
and Snyder should work with Budget Bureau personnel in 
laying out the S:.yle and format of the budge t document. 
Meanwhile, as the budget process develops, the Budget 
Director should concern himself with the task of preparing 
a budget message . 

f) Budgetary Control System. 

Practically everyone with whom the writer has 
discuss~d the Vietnam budget has testified to the urgent 
need for an effective system of controls that will prevent 
deficits. This testimony i s so general and so insistent 
that the writer fears there is a gross misunderstanding of 
the capac i ty of any system - no mat ter how good - to func­
tion so effectively. As indicated above, the system, 
itself, is not as important as is the desire and intent of 
the gover nment officials who operate it. If the French 
budget s ystem lays stress on any particular aspect or 
phase, it is expenditure control. This same trait has been 
i nherited and retained by the Vietnamese(22). Yet, in 
s~ ite of these excessive precautions, the s ystem does not 
really control. All it does, in fact, is breed confus ion 
as to who is responsible for decisions and cause delay in 
the processing and payment of expenditure documents. 

There is little point to developing and installing 
a s ystem of control unless there is something to control. 
In brief, but certainly not to coin a phrase, "first things 
come first". 

Log ically, there should be no att empt to establish 
the kind of budgetary control system described below unt i l 
the budget preparation j ob has been successfully undertaken. 
However, as a possible means of providing a little earlier 
rel i ef, the budgetary system mi ght be attempted in conaection 

(22) See Wayne Snyder's description, op. cit. supra. 
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However, as a possible means of providing a little earlier
relief, the budgetary system might be attempted in connection

(22) See Wayne Snyder's description, op. cit. supra.
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with 1957 budget. One of the difficulties that will be 
encountered is the establishment of controls for the 
present large number of "appropriation accounts".(23~ It 
would be helpful if these could be reduced in number. The 
philosophy of modern budget administration is a budget 
eocument that contains all the information in whatever 
detail the authorities (usually legislative ) desire, but 
a ppropriation bills with a relatively small number of 
"lump-sum" accounts. This facilitates the account i ng task 
and, a t the same time, provides a sort of "built-in" 
flexibility which is necessary to enable the operating 
units to shift rapia ly to meet changing cond i tions. 

Assuming for the moment that we had either " program" 
appropriations or "lump-sum" amounts for personal services, 
materials and special items, the following is a brief 
description as to how the budgetary control system works. 

Fi rst of all, each agency keeps a complete accounting 
of all obligations on a budgetary control record that is 
prescribed by the central accounting office oh a uniform 
basis (and in cooperation with the budget bureau}/ The 
budget is prepared in terms of standard accounts so that, 
when enacted, the budget items correspond to the accounting 
classifications. As soon as the budget is enacted into 
law, the central accounting office proceeds to establ i sh 
a separate account for each and every item of appropriation. 
Meanwhile, the budget bureau sends out to each agency an 
al l otment schedule on which i t lists the total annual ap­
propriation for each account. These allotment schedules 
are designed to show quarterly or monthly allotments of 
the annual appropriations. Each agency prepares its own 
schedule and, by not later than a date ind i cated, returns 
t he original and 2 copi es to the budget bureau. 

At this point the budget examiners review the proposed 
rates of spending and the explanation as to how the agencies 
expect to operate. This review is to make sure that the 
funds are distributed realistically over the year, to ac­
commodate each agency's peculiarities of operating needs 
and that, at the same time, the agency will not run out 
of money. If these ap pear to be in order, and if the 
examiner sees nothing wrong in the proposed operating sta­
tement that accompanies and describes the allotment schedule, 
the Budget Director approves. He sends the orig inal to 
the central accounting office, one of the copies to the 
agency and retains a copy . This approved allotment 
schedule is the agency's authority to s pend. It can proceed to 
pay its employees or buy goods and services etc., in ac­
cordance with the plan reflected in the budget and the al­
lotment schedule. 
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All spending documents {payrolls, invoice-vouchers etc) 
originate in the operating agency on forms prescribed by 
the central accounting office but must pass through the 
central accounting office where they are " encumbered" 
against the allotment. As long as there are alloted funds 
that are unenc umbered, the central accounting office will 
pass the spending docume~ts to t he officer who issues the 
checks (usually the Treasurer)~ 

Responsibility for the wisdom, or lack thereof, in 
t he expenditure . belongs exclusively with the operating 
i gency, it gets the credit or the blame. If a spending 
document arrives at the central accounting office and, in 
t he process of "encumbering" the allotme_t, it is found 
t hat there is not eno ugh unencumbered balance of allot­
ment, the accounting of fice refers the document back to 
the originating agency or to the budget bureau. When 
there is no available balance, the obligation is not 
processed so that, unless so~e way i s found to cover it, 
the originating officer (the head of the particular agency) 
is personally responsible. 

It might well happen that this situation occurs 
before the end of a quarter other than the 4th, or last. 
In such cases, the agency - if it has a convincing case -
may be able to get an adjustment by moving a sufficient 
part of a subsequent quarterly allotment up to the current 
quarter. Such practices are dangerous because, if allow­
ed indiscriminately, they would vi tiate the whole process 
and fail to prevent exhaust i on of the annual appropriation 
before the end of the year. 

The advantages of thi s form of control are obvious. 
Each agency is required to keep its own accounts so that 
it can know the exact condition of i ts own aff airs. It 
does this by posting all obligat i ons to its own budgetary 
control records as they occur. At t he end of each month , 
it prepares a report showing the exact status of its 
accounts and forwards this to the Budget Bureau where it 
is analyzed to see if any danger signals are flying. If 
the exami ners believe so, they call the agenc i es in for 
a review ana to see what steps should be t aken (by the 
agency) to correct the situation. Upon the basis of 
these monthly r~ports, the budget Bureau can determine 
the rate of obl igat i on or expenditure and, comparing this 
with the monthly report of actual versus estimated re­
venues, whether the Government is operating in the "black" 
or "red". On the basis of such compari sons t he indicated 

ac t ions can be taken to avo id a year-end deficit. If re­
venues are below estimates, allotments can be reduced. 
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Such, in extremely brief fashion, is a rough outline 
as to how a good, simple budgetary control system should 
operate. To establish such a system will take months of 
painstaking work designing forms, writing manuals of 
procedures, installing individual agency records and other 
related tasks. Over and above all of this, and as suming 
it were s uccessfuilily and completely installed, its ef­
fective operation would depend entirely upon the technical 

competence of the personnel and the wil l i ngness of the 
administration to enforce i ts sanctions. The most drast i c 
of these sanc t ions is t he complete cessation of an agency~ s 
operat i ons, if, as and when it over-snends. The medicine 
is bitter, but effective. 

VI. SU:FiMARY AND CONCLUSION 

By way of summary , it is reemphasized that the primary 
role of t he budget and account i ng unit should be the de­
velopment of all phases of the training program. The unit 
should be available to advise and consult with the govern­
ment at i ts request on specific phases of i mprovement to 
operations. It should not be allowed to take the respon­
sibility for such operations, but should be restricted to 
advice and counsel with the proper government officials 
always being responsible for any and all actions under­
taken. If this policy is adhered to MSU will be able to 
make a positive contribution without running the risks of 
incurring the displeasure of the Vietnamese by seeming to 
push its ideas and views onto an unwilling government. 
Whoever tinkers with the reform and modernization of the 
budget and accounting sys t em, will be strik ing deep i nto 
t he heart of the governmental operations and will inevi ­
tably arouse strong opposit ion. MSU should not let itself 
be maneuvered into the posit ion of becoming a target of 
that opposition. 
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!PPENDIX A 
PRELIMINARY DRAFT 

OUTLINE OF COURSE IN BUDGETING 

General Plan: 1/2 to 3/4 hour lecture and 1/4 to 
1/2 hour di scussion). 

FIRST WEEK 

FIRST CLASS: 

1. General orientation and announcements 
2. Description of material to be covered 
3. Definitions and brief hist ory 

Ref. - See Charlesworth P. 321 - 323 

SECOND CLASS: 

1. Theory and Purpose 
Ref: - V.O. KEY "Lack of Budgetary -Theory" 

H.D. Smith "The Budget as an Instrument 
of Legislative Control and Executive 
Management" 

SECOND WEEK 

H.D. S~ith and others: "Symposium on 
Budget Theory" 

TWO CLASSES: 

1. The Budget Process and Phil osophy 
Ref: - A.H. Holcombe "Overall Financial Planning 

through the Bureau of the Budget" 

THIRD WEEK 

Allan D. Manve~ "The Philosophy and 
Essentials of ~udgeting" 
Arthur Smi thies "The Budgetary Process in 
the United States" 

TWO CLASSES: 

1. Budget Organization 
a. In the Total Governme ntal Structure 
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b. Internal Organization of Budget Agency 
c. Budget Units in Operating Agencies 

Ref: - A.E. Buck - "The Budget in 
Governments of Today" 

Norman Pearson - "The Budgeting Function 
in the Department of Agriculture" 

FOURTH WEEK 

TWO CLASSES: 

Whe Budget Document Ref: - Use several actual budget 
documents i ncluding Vietnam -
to bring out standard points 

FIFTH WEEK 

FIRST CLASS: 

Development of Budget Policy 
Ref: - Pfiffner and Presthus - "Public Administration" 

P. 357 - 440 
Fritz Morstein Marx - ''The Bureau of the Budget. 

SECOND CLASS: 

Its Evolution and Its 
Present Role" 

Budget Classifi cations and Types 
Ref: - Charlesworth "Governmental Administration" P. 

338 - 343 

SIXTH AND SEVENTH WEEKS 

THREE CLASSES: 

Budget Preparation . 
A. Guidance by Central Budget Agency 

(i) Policy Advice 
(2) Forms and Instructions 

EXAMINATION - 1/2 hour 

SEVENTH AND EIGHTH WEEKS 

THREE CLASSES: 

Budget Preparation (Continued) 
B. Action by Operating Agencies 

(1) Program planning 
(2) Develonment of Cost Estimates 
(3) Development of Work Units 
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NINTH WEEK 

TWO CLASSES: 

Budget Review 
A. Within Agencies 
B. By Central Budget Agency and Chief Executive 

TENTH WEEK 

TWO CLASSES: 

Budget Author i zation and Enactment 
Ref: - E.C. Banfield - "Congress and the Budget -

a Planner's Critic i sm" 

ELEVENTH WEEK 

FIRST CLASS: 

Budget Execution - General Discussion 
Ref: - Municipal Finance Offices Assoc i ation "Municipal 

Budget Procedures and Budgetary Control" 
A.E. Buck "The Budget i n Governments of Today" 

SECOND CLASS: 

Allotment Systems 
Ref: - Michigan Allotment For ms and Practices 

TWELFTH WEEK 

TWO CLASSES: 

Budgetary Control 
a. Decentralization of Responsib i lity 
b. Kind of Records 
c. Operation 
Ref: - Michigan Budgetary Control Forms and Pradtices 

THIRTEENTH WEEK 

FIRST CLASS : 

Central Accounting 
Ref: - Lloyd Mondey and Orval W. Diehl "Municipal 

Accounting" 

SECOND CLASS: 

Pre-Audit 
Ref: - Hoover Commiss ion Repor ts on Budgeting and 

Accounting 
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FOURTEENTH WEEK 

FIRST CLASS: 

Revenue Accounting 

SECOND CLASS: 

Financial Statistics and Reports 

FIF':rEENTH WEEK 

FIRST CLASS: 

Post-Auditing 
Ref: - Lent D. Upson "A Municipal Auditor-General" 

SECOND CLASS 

Final Examination 

SUGGESTED BIBLIOGRAPHY ON BUDGETING 

BANFIELD, EDWARD C., "Congress and the Budget: A Planner's 
Criticism," 
American Political Science Review, 
XLIII (December, 1949). 

BUCK, ARTHUR W., "The Budget in Governments of Tod·ay" (New 
York, 1951). 

" " ''Public Budgeting" 

CHARLESWORTH, JAMES C., "Governmental Administration" (New 
York, 1951). 

HOLCOMBE, AaTHUR N., "Overall Financial Planning through 
the Bureau of the Budget," 
Public Administration Review, I 
(Spring, 1941 ) . 

KEY, V.O., "The Lack of a Budgetary Theory," American 
Political Science Review, XXXIV (December, 1940). 

KULI, DONALD C., 

MANVEL, ALLEN D., 

"Decentralized Budget Administration in 
the Tennessee Valley Authority," Public 
Administration Review, Vol. IX (Winter, 
1949). 

"The Philosophy and Essentials of 
Budgeting," in C. Seckler-Hudson {ed.), 
Budgeting: An Instrument of Planning 
and Budgeting~ 4 vols. (Washington 
D.C., 1944-45J mimeo., Unit I. 
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APPENDIX "B" 

PRELIMINARY DRAFT 

OUTLINE OF SHORT COURSE IN BUDGETING 

IN-SERVICE-TRAINING) 

(Classes of 10 - 15; Six to ten, 2-hour Sessions) 

I. The Role of the Budget 

II. Budget Classifications 

III. Budget Organization 

IV. Budget Preparation 

v. Budget Review, Enactment and Execution 

VI. The Role of Budget Personnel 
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The Role of The Budget. 

- Nor only to control expenditures 

but also to serve as the arm of the Chief Executive in 
managing the Government and its operations. 

- Discuss "Traditional" pattern of control, in the sense 
of limiting expenditures. Point out that the system 
does not work when emphasis is upon recording authori­
zation rather than really governing and regulating ex­
penditures by determing how much can be s pent for various 
services and then making sure that the tap is turned off 
when allotments are used up - even if the agency person­
nel go unpaid. 

- Budget can be an effective instrument of expend i ture 
l - by~ management ) control if the budget prepa-
2 - by legislative bodies ) ration is prouerly done and 

budget is well and effectively 
executed. 

- Budget, used as a tool of executive management is best 
means of expenditure control. Difference is that j ob is 
done positively instead of negat i vely. 

II. Budget Classifications 

- Traditional Kinds 
1) Function; 2) Organization; 
4) Character; and 5} Ob j ect. 

3) Fund; 

- Discussion of Advantages and disadvantages of each. 

- Program Budgeting - New Classification - Background 
- Hoover Commission - Performance 
- Good Idea - Difficult to Achieve 
- Need tremendous volume of workload data and cost 

accounting 
- Actually idea is old and has been used in munici­

palities on certain kinds of activities for many 
years. Forest service used ideas. 

- Less difficult is program budget i ng where work to 
be done is described in overall end- pr oduct type 
of program, or activity , or pro j ect rather than 
solely in terms of object code 

- discuss advantages and disadvantages. 
- transition to Program Budgeting 
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- should be gradual aut steady; usually more 
difficult where legi slative body is used to 
ob j ect-code. 

- Discuss tendencies of committees to get lost 
wrangling over minutiae of positions and tele­
phone bills etd. Instead of i mportant things 
like serv i ces being provided or purchased. 

- Vietnam has wonderf ul opportunity to get 
legislat i ve body off to good start. Give it 
budget that makes it easy to see what Government 
is actually accompl i shing. 

III. Budget. 

1) Location of Budget Agency 
2) Relationship with Chief Executive 
3) Relat ionship with other agencies 
4} Internal Organization 

a) Present 
b) Proposed (use chart} 

VI. Budget Preparation: 

A. 

B. 

C) 

D} 

Budget Policy 
l) Formulation 
2 } Announcement 

Budget Circular. 
l} Forms and Instruct i ons 
2) Budget Calendar 

Action by Agencies: 
1) Conformance to Policy 
2) Goal and Obj ect iv~ s 
3} P~rt i cipation by mupervisors 

Action by Budget Agency . 

V. Budget Review, Enactment, and Execution 

A. Review by Agency 

B. Central Budget Agency 

C. By Chief Executive 

D. Enactment 
1) Form of Appropriation 
2) Need for Flexi bility 
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Outline of Lecture 

on 

SOME ASPECTS ON MODERN BUDGET ADMINISTRATION 

Five Propositions to Remember: 

1. Staff Functions Are Aids to Management 
2. Authority Should Accompany ~esponsibility 
3. Decisions Made at Lowest Level 
4. Operations Should be Simple 
5. Personnel Should Be Informed and Should 

Participate in Program Development 

Budget Administration Divides Into Five Categories: 

1. The Budget Document 
(a) Comprehensive 
(b) Simplified 
(c) Readable 

2. The Budget Calendar 

3. Budget Preparation 
(a) Budget Policy 
(b) Agency Preparat i on 

(1) Responsibility of Agency Head 
(2) Conformance to Executive Policy 
(3) Statement of Goals 
(4) Priority of Needs 
(5) No Overpadding of Requests 

4. Budget Review 
(a) Within Agendy 
(b) At Budget Bureau 
(c) By Legislative Body 
{d) By Public 

5. Budget Execution 
(a) The Allotment System 
(b) Agency Responsibility 
(c) Central Accounting and Responsibility 

Summary 
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2. The Budget Calendar

3. Budget Preparation
(a) Budget Policy
(b) Agency Preparation

(1) Responsibility of Agency Head
(2) Conformance to Executive Policy
(3) Statement of Goals
(4) Priority of Needs
(5) No Overpadding of Requests

4. Budget Review
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(b) At Budget Bureau
(c) By Legislative Body
(d) By Public

5. Budget Execution
(a) The Allotment System
(b) Agency Responsibility
(c) Central Accounting and Responsibility
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E. Budget Exeeution: 
1) Allotment System 
2) Budgetary Control 
3) Central Accounting 
4) Auditing 

The Role of Budget Personnel 

A. Budget Examiners and Officers 

B. Qualifications: 
a) Honesty 
b) Loyalty 
c) Inquisi t iveness 
d) Tadt'ul 

C. Dual Role 

D. Knowledge 
a) Legal basis of agency activities 
b) Organization charts 

E. Power and Influence 
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E. Budget Execution:
1) Allotment System
2) Budgetary Control
3) Central Accounting
4) Auditing

The Role of Budget Personnel

A. Budget Examiners and Officers

B. Qualifications:
a) Honesty
b) Loyalty
c) Inquisitiveness
d) Tactful

C. Dual Role

D. Knowledge
a) Legal basis of agency activities
b) Organization charts

E. Power and Influence



44 

SOME ASPECTS OF MODERN BUDGET ADMINISTRATION 

The announced title of today's lecture is much too 
ambitious to be achieved in the limited t ime ava i lable. 
At the outset, therefore, I am taking the liberty of 
amending the t i tle to read "Some As pects of Modern Budget 
Administration." 

Before undertaking this discuss i on of budget ad­
ministrat i on, I would like to list five propos i tions for 
you to keep in mind. These propos i t ions, or principles, 
are a ppl i cable to all phases of f inancial administration. 
In fact, they apply to any phase of administration-­
public or private. 

The f ive propos i t i ons are: 

1. Staff f unctions, such as . budget i ng, exist not 
as ends unto themselves, but rather as aids to 
management in pr oducing better operating results 
throughout the government. 

2. Author i t y to make decisions and to take action 
should be vested with those respons i ble for 
program accompl i shment. 

J. Decision-making on operating problems should be 
done at the l owest poss i ble level of ad­
ministrat ion. 

4. 

5. 

Operating controls shoul d be direct, simple and 
intelligent. 

Personnel shoul d be keut i nformed as to ob­
j ectives and purposes and should be given t he 
opportunity to part i cipate i n rogram de­
velopment. 

• 

Think about these f ive propositions while I discuss 
some of the principal fec?-tures of modern budget ad­
ministration. Consider the extent to which these conceuts 
exist ih your budget admi nistrati on. Tr y to evaluate L 

their merits--if any--and see i f you can come to any 
conclusions as to whether or not i t would be wise to 
incorporate any that are not a ~art of your system. If 
you disagree, do not hesitate 1s o t o s~y. Remember the 
whole purpose of these l ectures is to discuss and 
exchange i deas that might help t o improve governmental 
operations. 

The discussion of budget admi nist ration can be 
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SOME ASPECTS OF MODERN BUDGET ADMINISTRATION

The announced title of today's lecture is much too
ambitious to be achieved in the limited time available.
At the outset, therefore, I am taking the liberty of
amending the title to read "Some Aspects of Modern Budget
Administration. 11

Before undertaking this discussion of budget ad--

ministration, I would like to list five propositions for
you to keep in mind. These propositions, or principles,
are applicable to all phases of financial administration.
In fact, they apply to any phase of administration--
public or private.

The five propositions are:

1. Staff functions, such as budgeting, exist not
as ends unto themselves, but rather as aids to
management in producing better operating results
throughout the government.

2. Authority to make decisions and to take action
should be vested with those responsible for
program accomplishment.

3. Decision-making on operating problems should be
done at the lowest possible level of ad-
ministration.

4. Operating controls should be direct, simple and
intelligent.

5. Personnel should be kept informed as to ob-
jectives and purposes and should be given the
opportunity to participate in program de-
velopment.

Think about these five propositions while I discuss
some of the principal features of modern budget ad-
ministration. Consider the extent to which these concepts
exist in your budget administration. Try to evaluate
their merits--if any--and see if you can come to any
conclusions as to whether or not it would be wise to
incorporate any that are not a part of your system. If
you disagree, do not hesitate so to say. Remember the
whole purpose of these lectures is to discuss and
exchange ideas that might help to improve governmental
operations.

The discussion of budget administration can be
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divided into five major categories: 

1. the budget document, 

2. the budget calendar, 

J. budget preparation, 

4. budget review, and 

5. budget execution. 

1. Tl:!._e Budget Document 

Modern developments in the f ield of budget adminis­
tration point to a budget document that is (a) compre­
hensive, (b) simplified, and (c) readable. 

To be comprehensive, the budget document must be 
complete. It must contain a budget message which spells 
out the entire fiscal plan of the government for the 
budgeted period. It must show all the facts--even those 
which are unpleasant from a fiscal or political stand­
point. 

In these days of conflicting international view­
po i nts, defe nse activities generally take the largest 
share of national budgets. Even so, it is poor budgeting 
to develop defense and non-defense needs s eparatel¥ 
because to do so destroys the over-all bal ance. The 
budget document should cover all revenues regardless of 
the sources and expenditure for every purpose from all 
f unds. In short, it must reveal the ent i re financial 
operat ions and reposed work orogram of the government 
for the present and pro j ected future. If i t does less 
than this, i t is fatally defective. 

A budget document might 60 all the f oregoing in a 
very comp~ex and intricat e fashion. In fact, it is not 
uncommon to find some budgets wh i ch do tell all t he facts 
but which do so in such del i berate conf us i on that even 
the financial experts have difficulty understanding them. 
Modern standards require the document to be presented in 
simplified style. Thus, a document which proposes lump­
sum a upropriat i ons f or definite and described work 
pro .i ec t s and rograms is much more meaningful than ohe 
which lists every personnel no s ition and al l the ob j ects 
of expenditure without reveal ing the pur oses for which 
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1. the budget document,

2. the budget calendar,

3. budget preparation,

4. budget review, and

5. budget execution.

1. The Budget Document

Modern developments in the field of budget adminis-
tration point to a budget document that is (a) compre-
hensive, (b) simplified, and (c) readable.

To be comprehensive, the budget document must be
complete. It must contain a budget message which spells
out the entire fiscal plan of the government for the
budgeted period. It must show all the facts--even those
which are unpleasant from a fiscal or political stand-
point.

In these days of conflicting international view-
points, defense activities generally take the largest
share of national budgets. Even so, it is poor budgeting
to develop defense and non-defense needs separately
because to do so destroys the over-all balance. The
budget document should cover all revenues regardless of
the sources and expenditure for every purpose from all
funds. In short, it must reveal the entire financial
operations and proposed work program of the government
for the present and projected future. If it does less
than this, it is fatally defective.

A budget document might do all the foregoing in a
very complex and intricate fashion. In fact, it is not
uncommon to find some budgets which do tell all the facts
but which do so in such deliberate confusion that even
the financial experts have difficulty understanding them.
Modern standards require the document to be presented in
simplified style. Thus, a document which proposes lump-
sum appropriations for definite and described work
rojects and programs is much more meaningful than one

which lists every personnel position and all the objects
of expenditure without revealing the purposes for which
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it will be s pent. 

For example, it is much easier to understand a 
budget which proposes to s pent X number of piasters for 
Y number of uaccinations for mal ari a, smallpox, etc ... , 
than one which simpl y states t hat i t will employ so 
many doctors and nurses and will buy needles, steri­
lizers, etc •.. 

Again, the document must be readabl e if it is to 
meet modern standards. Few citizens can afford the t ime 
to go thr ough hundreds or thousands of ages of fi gures 
and complicated descriptions in order to fi nd out what 
t he budget document says. Therefore, many j urisdictions 
issue a "Budget in Brief," which is a short, easy-to-read 
summary of the detail in the main budget document. 

2 . The Budget Calendar 

Although some phases of budgeted programs--such as 
capi tal outlay proj ects--will take more than a singl e 

year to effectuate, the year is the usual budget period. 
The important thing about the budget cal endar is that 
the process should be started early enough so that the 
budget may be authorized, and in operat ion by the begin­
ning of the f i scal period. 

As governments assume more and more activities and 
t he i r operations bec ome more complex, the time requ ired 
for a sat i sfactory complet ion of the budget cycl e seems 
to grow ever longer. In a real sense, it can be said 
that the budget process i s a permanently cont i nuing one. 

It is not unusual to fi nd a part i cular j ur·~iction 
working on three separate yearly budgets. Thus, the 
central budget agency might be closing the books on the 
fi scal year that just ended; i t would be in the process 
of executing the then current budget; and fi nally, i t 
undoubtedly would be undertaking the preparation of the 
next year's budget. 

Even more compl i cated i s t he pr obl em of the operating 
agency. It has or should have begun the planning of the 
work programs that will underlie the budget requests well 
ahead of the t i me the central budget agency sends out its 
call for the submiss i on of the requests. This might be 
18 months before the budgeted year begins. Normally, 
the central budget agency begins i ts collec tion of agency 
requests about a ;rear in advance, and the finished budget 
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it will be spent.

For example, it is much easier to understand a
budget which proposes to spent X number of piasters for
Y number of vaccinations for malaria, smallpox, etc
than one which simply states that it will employ so
many doctors and nurses and will buy needles, steri-
lizers, etc

Again, the document must be readable if it is to
meet modern standards. Few citizens can afford the time
to go through hundreds or thousands of pages of figures
and complicated descriptions in order to find out what
the budget document says. Therefore, many jurisdictions
issue a "Budget in Brief, IT which is a short, easy-to-read
summary of the detail in the main budget document.

2. The Budget Calendar

Although some phases of budgeted programs--such as
capital outlay projects will take more than a single

year to effectuate, the year is the usual budget period.
The important thing about the budget calendar is that
the process should be started early enough so that the
budget may be authorized, and in operation by the begin-
ning of the fiscal period.

As governments assume more and more activities and
their operations become more complex, the time required
for a satisfactory completion of the budget cycle seems
to grow ever longer. In a real sense, it can be said
that the budget process is a permanently continuing one.

It is not unusual to find a particular juridiction
working on three separate yearly budgets. Thus, the
central budget agency might be closing the books on the
fiscal year that just ended; it would be in the process
of executing the then current budget; and finally, it
undoubtedly would be undertaking the preparation of the
next year's budget.

Even more complicated is the problem of the operating
agency. It has or should have begun the planning of the
work programs that will underlie the budget requests well
ahead of the time the central budget agency sends out its
call for the submission of the requests. This might be
18 months before the budgeted year begins. Normally,
the central budget agency begins its collection of agency
requests about a year in advance, and the finished budget



document is submitted to the legislat i ve body about 3 to 
6 months ahead of the start of the budget year. 

3. Budget Preparation 

The work of preparing the budget falls easily into 
two main sub-divisions; these are (a ) budget policy and 
(b) agency preparations. 

Budget policy is the exclusive prerogative of the 
Chief Executive. It is up to him to define the goals 
and objectives toward which he wants to direct the 
government. I n arriving at these, he must, of course, 
give some consideration to the general economic, as well 
as the over-all international and domestic, situations. 
The economic conditions certainly will affect the revenue 
side of the budget. Similarly, it is his respons i bility 
to establish and list the order of priority for the means 
of achieving these goals and ob j ectives. Thi s is speciaili­
ly true in si tua tions, like t hat i n Vietnam, where the 
prospective expenditure needs are greater than the 
indicated revenue yields. 

The foregoing remarks should not be construed to 
mean that it is always necessary--or even desirable--to 
hAVe a "balanced budget"; that i s, i n terms of i ncome and 
outgo. As you well know, there are times in the affairs 
of _ nations . when it is not only desirable, but necessary,· 
to stimulate the economy by s pend ing more than the revenues. 
The important thing is that · these expenditures be wisely 
directed. This is why it is necessary that full 
control of the budget policy be vested in one person--
the Chief Executive. 

While the executive budget no~icy i s the theme which 
pr ovides the bas i s for a unified program, the key to the 
j ob is the preparat i on done by the several agencies. If 
the original requests are properly prepared, the chances 
are the resulting budget will be good. On the other 
hand, if the initial j ob i s poorly done, no amount of 
effort by the central budget agency can completely over­
come its defects. 

The work of budget preparation by the several agencies 
can be described in five parts: (1) respons i b i lity of 
agency head, (2) conf ormance to executive policy, (3) 
clear statement of agency g0als and est imate of costs, 
(4) priority of needs, and (5) no over-padding of 
requests. 
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document is submitted to the legislative body about 3 to
6 months ahead of the start of the budget year.

3. Budget Preparation

The work of preparing the budget falls easily into
two main sub-divisions; these are (a) budget policy and
(b) agency preparations.

Budget policy is the exclusive prerogative of the
Chief Executive. It is up to him to define the goals
and objectives toward which he wants to direct the
government. In arriving at these, he must, of course,
give some consideration to the general economic, as well
as the over-all international and domestic, situations.
The economic conditions certainly will affect the revenue
side of the budget. Similarly, it is his responsibility
to establish and list the order of priority for the means
of achieving these goals and objectives. This is special-
ly true in situations, like that in Vietnam, where the
prospective expenditure needs are greater than the
indicated revenue yields.

The foregoing remarks should not be construed to
mean that it is always necessary--or even desirable- -to
have a "balanced budget"; that is, in terms of income and
outgo. As you well know, there are times in the affairs
of nations when it is not only desirable, but necessary,
to stimulate the economy by spending more than the revenues.
The important thing is that these expenditures be wisely
directed. This is why it is necessary that full
control of the budget policy be vested in one person--
the Chief Executive.

While the executive budget policy is the theme which
provides the basis for a unified program, the key to the
job is the preparation done by the several agencies. If
the original requests are properly prepared, the chances
are the resulting budget will be good. On the other
hand, if the initial job is poorly done, no amount of
effort by the central budget agency can completely over-
come its defects.

The work of budget preparation by the several agencies
can be described in five parts: (1) responsibility of
agency head, (2) conformance to executive policy, (3)
clear statement of agency goals and estimate of costs,
(4) priority of needs, and (5) no over-padding of
requests.
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These several points are largely self-explanatory. 
Nevertheless, it might be helpful to underscore them wi th 
a few notes. First of all, it is essential that the head 
of the agency understands what is in the budget request. 
His signature on this request is, or should be, evidence 
that the submi ssion represents his best judgement as to 
what his agency needs to comply with the policies enunci­
ated by the Chief Executive in his budget policy message. 
Although the agency head may delegate to the agency 
budget officer the authority for getting this ·ob done, 
he cannot divest himself of the responsibility for seeing 
that it is done correctly. 

Second, the wise agency head will build his request 
by calling in al l his superv i sory personnel and making 
known to them the agency's goals and ob j ectives, which 
are fash i oned to conform to the over-all budget policy, 
and then direct~ng each to spell out what he thinks he 
needs, in . order to do his share of the assignment. In 
other words, the job of building the budget request is 
started at the lowest operating level, where the work of 
carrying out the agency respons i bilities is handled. Most 
important is the fact that all the key personnel in the 
a gency have a part in its develop~ ent and therefore will 
tend to be more interested and intelligent in its 
execution. 

Priorities can and probably should vary from year to 
year as the condit i ons at which the activities and programs 
are aimed also fluctuate. The annual budget preparation 
is the opportunity f or the agency--as well as the Budget 
Bureau--to review the need for continuation of existing 
programs as well as t he just j.fication for establishing 
new ones. 

By listing priorities, the agency is able to guide 
the central budget agenc y to which activities to cut, if 
such becomes necessary. 

Finally , all requests should be for the amounts the 
agency honestly thinks it needs. Over-padding of requests 
in anticipation of cuts by the central budget agency is 
inexcusable. It is far better to ask for what one needs, 
present a strong case supporting this request, and insist 
upon a fair hearing if cuts are necessary. 

4. Budget Review 

In a society that has been fully developed along 
democratic lines, there are f our clearly divided levels 
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These several points are largely self-explanatory
Nevertheless, it might be helpful to underscore them with
a few notes. First of all, it is essential that the head
of the agency understands what is in the budget request.
His signature on this request is, or should be, evidence
that the submission represents his best judgement as to
what his agency needs to comply with the policies enunci-
ated by the Chief Executive in his budget policy message.
Although the agency head may delegate to the agency
budget officer the authority for getting this job done,
he cannot divest himself of the responsibility for seeing
that it is done correctly.

Second, the wise agency head will build his request
by calling in all his supervisory personnel and making
known to them the agency's goals and objectives, which
are fashioned to conform to the over-all budget policy,
and then directing each to spell out what he thinks he
needs, in order to do his share of the assignment. In
other words, the job of building the budget request is
started at the lowest operating level, where the work of
carrying out the agency responsibilities is handled. Most
important is the fact that all the key personnel in the
agency have a part in its development and therefore will
tend to be more interested and intelligent in its
execution.

Priorities can and probably should vary from year to
year as the conditions at which the activities and programs
are aimed also fluctuate. The annual budget preparation
is the opportunity for the agency--as well as the Budget
Bureau--to review the need for continuation of existing
programs as well as the justification for establishing
new ones.

By listing priorities, the agency is able to guide
the central budget agency to which activities to cut, if
such becomes necessary.

Finally, all requests should be for the amounts the
agency honestly thinks it needs. Over-padding of requests
in anticipation of cuts by the central budget agency is
inexcusable. It is far better to ask for what one needs,
present a strong case supporting this request, and insist
upon a fair hearing if cuts are necessary.

Budget Review4.

In a society that has been fully developed along
democratic lines, there are four clearly divided levels
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of review in the process of budget administration. These 
are: (a) within the agency, (b) at the budget bureau, 
(c) by the legislative body, and (d) by the public. 

(a) Within the Agency 

To be most effective, the orocess of review within 
the agency should be carried on at the same time that 
the work of preparation is under way. In other words, 
the lowest operating units prenare their statements of 
what they need and submit them to the next highest level 
of supervision for incorporation into the request of the 
larger unit. At that point, in the process of pulling 
together several requests, the supervisor, say, for 
example, the head of a bureau, should review to see if 
they conform to the policy guidance. 

This process is repeated up through the several 
levels unti~ it reaches the head of the agency. If it 
has been done correctly and if the review at each level 
was honestly carri ed out in the light of the executive 
budget policy as well as that of t he agency, the result 
should be a request that completely expresses the views 
of the agency head. 

(b) At the Budget Bureau 

The major j ob of the central budget agency is to 
review the several requests of the agencies and ascertain 
as to whether they (1) are in conformance with the exe­
cutive budget policy, (2) can be f inanced by the revenues 
anticipated in the coming budget per i od, and (3) are 
actually achieving their pro j ected goals. 

To do these jobs, the. central budget agency needs a 
staff that is (1) large enough to handle the volume of 
work; (°~) well informed about the prograrns, organizations, 
and proced ures of the agencies; and (3) trained to do the 
j ob of apol ying the policies of the Chief Executive. 

It is difficult--if not impo ssible--to say precisely 
how large a central budget agency should be. This is 
something that develops pragmat i cally over a period of 
time. Parenthetically, let me note that it is my personal 
opinion that your present budget bureau is grossly under­
staffed. It should be substantially increased in size 
and given a considerably different orientation. 

Most important of the requirements pertaining to the 
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of review in the process of budget administration. These
are: (a) within the agency, (b) at the budget bureau,
(c) by the legislative body, and (d) by the public.

(a) Within the Agency

To be most effective, the process of review within
the agency should be carried on at the same time that
the work of preparation is under way. In other words,
the lowest operating units prepare their statements of
what they need and submit them to the next highest level
of supervision for incorporation into the request of the
larger unit. At that point, in the process of pulling
together several requests, the supervisor, say, for
example, the head of a bureau, should review to see if
they conform to the policy guidance.

This process is repeated up through the several
levels until it reaches the head of the agency. If it
has been done correctly and if the review at each level
was honestly carried out in the light of the executive
budget policy as well as that of the agency, the result
should be a request that completely expresses the views
of the agency head.

(b) At the Budget Bureau

The major job of the central budget agency is to
review the several requests of the agencies and ascertain
as to whether they (1) are in conformance with the exe-
cutive budget policy, (2) can be financed by the revenues
anticipated in the coming budget period, and (3) are
actually achieving their projected goals.

To do these jobs, the central budget agency needs a
staff that is (1) large enough to handle the volume of
work; (2) well informed about the programs, organizations,
and procedures of the agencies; and (3) trained to do the
job of applying the policies of the Chief Executive.

It is difficult-- if not impossible - to say precisely
how large a central budget agency should be. This is
something that develops pragmatically over a period of
time. Parenthetically, let me note that it is my personal
opinion that your present budget bureau is grossly under-
staffed. It should be substantially increased in size
and given a considerably different orientation.

Most important of the requirements pertaining to the
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central budget staff is that i t be composed of personnel 
who really know and have a sympathetic understanding of 
the problems faced by the agencies. Modern thinking is 
that each budget examiner should be assigned a particular 
group of agencies or programs and should become well 
informed as to their problems. It should be the j ob of 
the examiner to try to help the agency fulfill its re­
sponsibilities. In a s ense, he should be t he advocate of 
the agency. 

It is also his duty as the representat i ve of the 
Chief Executive to criticize fail ures and to recommend 
the curtailment or elimination of programs or activities 
which are no longer important or necessary . 

The final phase of executive budget review is, of 
course, that done by the President. If the i nitial j ob 
of preparing the budget, and the first steps of the re­
view process have been carried out properly , the rev i ew 
by the President usually is perfunctory. Occas i onally, 
however, some basic policy problems arise, and these are 
finally disposed of by the President in the last phase 
of r~v iew. 

(c) Review by the Legislative Body 

In governmental structures where the leg islative 
body has been establ ished and i n f unctioning , one of its 
most important tasks is t he rev i ew and enactment or 
author ization of the budget. It is through this process 
that democratic countries exercise a control over execu­
tive policies. By granting or witholding f unds in the 
form of appropriations, the legislative body can ap prove 
or disapprove of programs and policies and inf luence the 
direction of the government. 

Because of the complexities of modern-day governmental 
activities, this is an area that needs i mprovement in 
many count ries. Too frequently, legis l at i ve committees 
get lost in the details of personnel and ~aterials rather 
t han limiting their revie~ to broad pol i ci es and orograms. 
This is one of the ma j or reasons for a good j ob of budget 
pre aration--spe~led out in terms of ~rograms. Let us 
hope that the Vi etnamese l eg i s l ative body avo i ds t hese 
pitfal ls and develops a truly ef fective system of budget 
review. 

(d) Review bv the Public 

Although not organically a uart of t he budget ad­
ministration process as such, in countr i es where the press 
and ot her communi cat ions media are free f rom aut horitari an 
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central budget staff is that it be composed of personnel
who really know and have a sympathetic understanding of
the problems faced by the agencies. Modern thinking is
that each budget examiner should be assigned a particular
group of agencies or programs and should become well
informed as to their problems. It should be the job of
the examiner to try to help the agency fulfill its re-
sponsibilities. In a sense, he should be the advocate of
the agency.

It is also his duty as the representative of the
Chief Executive to criticize failures and to recommend
the curtailment or elimination of programs or activities
which are no longer important or necessary.

The final phase of executive budget review is, of
course, that done by the President. If the initial job
of preparing the budget, and the first steps of the re-
view process have been carried out properly, the review
by the President usually is perfunctory. Occasionally,
however, some basic policy problems arise, and these are
finally disposed of by the President in the last phase
of review.

(c) Review by the Legislative Body

In governmental structures where the legislative
body has been established and in functioning, one of its
most important tasks is the review and enactment or
authorization of the budget. It is through this process
that democratic countries exercise a control over execu-
tive policies. By granting or witholding funds in the
form of appropriations, the legislative body can approve
or disapprove of programs and policies and influence the
direction of the government.

Because of the complexities of modern-day governmental
activities, this is an area that needs improvement in
many countries. Too frequently, legislative committees
get lost in the details of personnel and materials rather
than limiting their review to broad policies and programs.
This is one of the major reasons for a good job of budget
preparation--spelled out in terms of programs. Let us
hope that the Vietnamese legislative body avoids these
pitfalls and develops a truly effective system of budget
review.

(d) Review by the Public

Although not organically a part of the budget ad-
ministration process as such, in countries where the press
and other communications media are free from authoritarian
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control, the citizenry are able to exercise the ultimate 
review of the budget. To the extent that the people like 

or dislike the programs and policies expressed in the 
budget, their votes may be influenced in subsequent 
elections. This, of course, is democracy wor l.;: ing in its 
simnlest form, for it gives the citizens a chance to 
exercise a voice in the country's affairs. 

5. Budget Execution 

Once the budget has been ap~roved--either by action 
of the Chief Executive, usually with a council, or by the 
leg islative body--the process of execution thereof begins. 
In many countries, including Vietnam, it would seem that 
this process is somewhat like an obstacle course. There 
are s~ many different kinds of pre-audit or author i zation 
of expenditures that i t is truly a miracle as to how the 
operating agencies ever get anything accomplished. 

Modern thinking on budget execution indicates that 
the pro cess should be as simple as possible in order to 
expedite the business of the government. This can be done 
without losing control and without opening the door to 
dishonesty. The three most important elements of a 
modern system of budget execution are (a) the allotment 
system, (b) agency responsibility, and (c) central account­
ing and reporting. 

(a) The Allotment System 

Although many government offic i als seem to think 
they have a license, and a duty, to spend all the money, 
an appropriation of funds is really only an authorization 
to spend as much as is actually needed. The main instrument 
in the modern way of expenditure control is t he allotment 
s ystem. This serves to (1) prevent overspending and (2) 
insure that the funds are spent for the purposes intended. 

As soon as the appropriation has been authorized, the 
central budget agency sends out allotment forms. On 
these, the agencies then indicate the rate at which they 
expect to spend the funds and the broad purnoses of such 
expenditures. Allotments usually are for quarterly 
pe~iods, although some j urisd i ctions require them to be 
monthly. The allotment schedule must show that the funds 
are apportioned over the entire year, in order to prevent 
exhaustion thereof before the end of the year. 

In addit ion to the t i me aspect, the allotment schedule 
usually indicates the purposes or ob j ects of expenditure. 
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they have a license, and a duty, to spend all the money,
an appropriation of funds is really only an authorization
to spend as much as is actually needed. The main instrument
in the modern way of expenditure control is the allotment
system. This serves to (1) prevent overspending and (2)
insure that the funds are spent for the purposes intended.

As soon as the appropriation has been authorized, the
central budget agency sends out allotment forms. On
these, the agencies then indicate the rate at which they
expect to spend the funds and the broad purposes of such
expenditures. Allotments usually are for quarterly
periods, although some jurisdictions require them to be
monthly. The allotment schedule must show that the funds
are apportioned over the entire year, in order to prevent
exhaustion thereof before the end of the year.

In addition to the time aspect, the allotment schedule
usually indicates the purposes or objects of expenditure.
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When t he schedules ar e retur ned t o the central budget 
agency , i t anal yzes them to see that funds are apportioned 
over the whole year and that the purpos es or ob j ects are 
i n line with the programs spelled out i n t he budget 
s tatement . This latter rev i ew i s necessary to make sure 
that the funds are actually spent for t he pur poses 
intended. 

It the schedule is found to be in order, or when c~r­
rected, i t is approved. Usually , t he orig i nal i s sent to 
the central accou~ting off ice and a copy i s s ent to the 
agency. This becomes t he agency's authori t y to s pend. 

(b) Agency Respons i bility 

Once the allotment schedules have been approved, 
it becomes the responsibility of t he agency to carry out 
its program. I n modern budget administration, the oper­
ating agency has complete authority t o spend , so long as 
it stays within its allotment of funds, and carries out 
i ts author i zed urograms. 

Today, it is becoming increasingly recogni zed that 
an elaborate system of pre-audit and administrative author­
ization by a number of control agencies such as you have 
here i n Vietnam simply slows down the processes and, in 
the long run, fails to effectively control expend i tures. 
More importantly, it shifts authority from the operating 
agencies, which are responsible, to staff officers who 
are sometimes more concerned with form t han with substance. 

It is the view of modern students of ~udget adminis­
tration t hat the operating agency should be allowed to 
make operating decisions and then be held responsible f or 
its activities. 

(c) Central Accounting and Reporting 

The way i n which the operating agencies are held 
responsible is through the device of a central accounting 
system. As indicated previously , the orig i nal of the 
allotment schedule is sent to the central accounting office. 
It then establishes accounts f or each agency and each 
appropriation. 

When the agency wi shes to s pend funds--say for a 
payroll or to buy supplies--it i nitiates a snending docu­
ment which must clear through t he central accounting office 
to make sure that funds are availabl e and that the purposes 
or ob j ect of expenditure are as approved. 
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When the schedules are returned to the central budget
agency, it analyzes them to see that funds are apportioned
over the whole year and that the purposes or objects are
in line with the programs spelled out in the budget
statement. This latter review is necessary to make sure
that the funds are actually spent for the purposes
intended.

It the schedule is found to be in order, or when cor-
rected, it is approved. Usually, the original is sent to
the central accounting office and a copy is sent to the
agency. This becomes the agency's authority to spend.

(b) Agency Responsibility

Once the allotment schedules have been approved,
it becomes the responsibility of the agency to carry out
its program. In modern budget administration, the oper-
ating agency has complete authority to spend, so long as
it stays within its allotment of funds, and carries out
its authorized programs.

Today, it is becoming increasingly recognized that
an elaborate system of pre-audit and administrative author-
ization by a number of control agencies such as you have
here in Vietnam simply slows down the processes and, in
the long run, fails to effectively control expenditures.
More importantly, it shifts authority from the operating
agencies, which are responsible, to staff officers who
are sometimes more concerned with form than with substance.

It is the view of modern students of budget adminis-
tration that the operating agency should be allowed to
make operating decisions and then be held responsible for
its activities.

(c) Central Accounting and Reporting

The way in which the operating agencies are held
responsible is through the device of a central accounting
system. As indicated previously, the original of the
allotment schedule is sent to the central accounting office.
It then establishes accounts for each agency and each
appropriation.

When the agency wishes to spend funds--say for a
payroll or to buy supplies--it initiates a spending docu-
ment which must clear through the central accounting office
to make sure that funds are available and that the purposes
or object of expenditure are as approved.
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The central accounting agency's "pre-audit" does not 
concern itself with the wisdom or lack thereof of the 
expenditure. That is the responsibility of the agency. If 
the agency's account shows it has money for t he purpose of 
the proposed expenditure, the accounting unit passes the 
document for payment. If, however, it believes there is 
something wrong, it does not substitute its j udgement for 
that of the agency. Instead, it sends the document either 
back to the agency for an explanation or to the central 
budget agency for review and investigation. 

The central accounting unit does not try to run the 
government. It simply develops factual data and reports 
such to the responsible management authorities. It does 
this periodically, so that the latter can have current 

facts upon which to base i ts decisions. 

Summary 

Such, in rather cursory fashion, is the modern concept 
of budget administration. It places responsibility upon 
the Chief Executive to develop the over-all goals and 
policies. The budget has become a positive instrument of 
executive management and control rather than simply a 
negative divice for limiting expenditures. As such, it 
serves to assist the operating agencies which are given 
authority commensurate with res 0onsibility and then held 
accountable for proper use of f unds and achievement of 
results . 

. You will recall the five propos i tions which I listed 
at the beginning. I believe the di scuss i on illustrated 
these concepts in a number of instances. Let me ask you 
now, foes your present s ystem operate in ~his manner? If 
not, do you think there are any f eatures of the system 
which I have outlined that you would like to see incorpo­
rated into your system? What are the weakness--if any-­
in your present budget syst em? How would you go about 
correcting them? 
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Summary

Such, in rather cursory fashion, is the modern concept
of budget administration. It places responsibility upon
the Chief Executive to develop the over-all goals and
policies. The budget has become a positive instrument of
executive management and control rather than simply a
negative divice for limiting expenditures. As such, it
serves to assist the operating agencies which are given
authority commensurate with responsibility and then held
accountable for proper use of funds and achievement of
results.

You will recall the five propositions which I listed
at the beginning. I believe the discussion illustrated
these concepts in a number of instances. Let me ask you
now, does your present system operate in this manner? If
not, do you think there are any features of the system
which I have outlined that you would like to see incorpo-
rated into your system? What are the weakness- if any--
in your present budget system? How would you go about
correcting them?



APPENDIX "D" 

C I R C U 1 A R 

Concerning the establishment of the Budget 
Preparation for the year 1955 

Fore words 

By the cirdular No 33-Cir/Cab/F. of Aug, 25th, 1953, 
the Government has fixed a unified form for the establish­
ment of the Budget Pro j ect for 1954. 

These instructions proved to be very convenient when 
carried out; the Budget Pro j ects in 1954 were presented 
in t he same form and paper size. During to this, their 
study and statistical work were much more easied than in 
previous years. 

The Budget Project for 1955 will be established in 
the f orm fixed by the above-mentioned circular, with some 
new regulations to f it the existing situation created by 
the Geneva agreements and the decree No 21 of April 4th, 
1954, which abolished the personality of local adminis­
t r ations and incorporated the Budgets of the different 
parts (of Vietnam) into the Nat i onal Budget, f rom J anuary 
1st, 1955 forth. 

Therefore, for 1955, only the f ol l owing budgets 
remain: 

1. National Budget 
2. Budget of the P. M.S. 
3. Budget of Saigon-Cholon 
4. Budget of Danang City 
5. Budget of Haiphong City (from 1 - 1 - 1955 to 5 -

22 - 1955) 

Chapter I 

Momenclature of the Budget 

As local budgets will be incorporated into the National 
Budget from 1-1-1955 forth, the different art i cles of the 
Budget for 1955 will be altered according to the documents 
included hereafter (the list of t he articles of the Nat i onal 
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Budget for 1955 has been sent to the various bureaux, 
joined to the note No 3384-BTD/NS of 12-2-1954). 

As has been the case for last year, the Budget for 
1955 will be presented on 20/30 paper size. 

The printing and distribution of the forms will be 
carried out by the Minister of Finance. The various 
Minis~ries, the Deputy Agencies, the town-administration, 
the Agency for the PMS are required to let the Ministry of 
Finance know the numbers of forms t hey need when they 
~ ~ they send it their projedts. 

Chapter II 

A. As for last year, the Nat ional Budget for 1955 include 
two kinds of documents: 

1. law and various legislat i ve statements. 
2. appended documents 

the establishment of these must be done by the Ministry 
of finance using the documents 'l;Mrned in by the ministries 
and bureaux concerned, made in the 1954 model, i.e. 
including: 
a) 3 lists of legislative statements: 
- list A: for civil expendit ures 
- list B: for military expenditures c 
- list C: for the repartition of expe~ted receipts 

b) Apoended documents: 3 categories 

1/ 

2/ 

Category 1 for expected receipts, including: 
a) summary tables in charyters of expected 

receiots. 
b) detailed analyhtical tabl es i n articles and 

paragraphs of the above-said expected 
receipts 

Category 2 for civil expense, including: 
a) recapitulative table 

- in sections and chapters of pro j ected 
expenses 

- of expenditures for personnel (model C) 
- of expenditures f or material (model D) 
- number of personnel 

b) analytical tables: 
- of expenditures for personnel (model I, 

Ia, Ib, Ic) 
- of expenditures for materi al {model 2, 

2a, 2b) 
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3/ Category 3 for expected military expenditures 
including: 1 analytical table of expected 
expenditures and 1 summary table of expected 
expenditures. 

The total of expected expenditures in the 
National Budget for 1955 will be <let .ermined 
later, according to the amount of allowances and 
aid from friend-countries and will be given 
the last touch j ointly by the Minis t ry of 
Finance and the Ministry of Defense. 

B. Formalities applied to the establishment of ap­
pended documents for receints. 

These documents will be nresented in the same 
aper-size as the summary tables (model F and G) 

and will be established by taxation bureaux. 

The different lists of expected receiuts have to 
be turned in to the Ministry of Finance before 
12-15-1954. 

Proposals to increase taxes or to change basic 
activity to increase national income must be 
presented with documentary arguments: 

1 report 
- 1 project document 
- 1 estimative list of expected receipt for the 

whole year 

About this sub j ect, I would like the Agencies to 
note: 

a) The expected receints previously listed in 
local budgets, according to the nature of 
taxes and the amount of receints for each 
Ministry. -

b) the profits made by technical agencies taken 
over from French authorities since 9-16-1954 

C. Formalities applied to the establishment of appended 
documents concerning civil expenditures. 

These expenditures include: 

a) expected expenditures of the various Ministries 
and Agencies. 

b) expected expenditures of local agencies in­
corporated i nto the Ministries, by Ordinance 
No 21 of Aug - 4 - 1954 
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c) expected expenditures of agenc i es taken over 
from French aut hor ities on Sept 16th, 1954. 

The expenditures for refugees st ill figure on the 
"Account for Assistance f or Refugees" as for 
last year. 

' These e«pected expend i tures tables have to be 
established in 2 copies and sent to the concerned 
Ministry to be transmitted to the Ministry of 
Finance. 

The Agencies and Bureaux directly subordinate to 
the Ministry of Finance may establ i sh and sen,Yd 
those expected expendi tures tables directly to 
the Budget Service. 

The Ministries have to use necessary methods t hat 
the Ministry of Finance may receive all the 
expected expenditures tables before the Dec. 15, 
1954. 

D. Formalities applied t o the establishment of 
expected expenditures. 

1/ Personnel 

The amount of expected expendit ures will be 
computed f or the whole year, based on: 

- t he current wages including al l owances, 
accordi ng to exist ing decrees. 

- the number of personnel, exceot the refugeed 
officials of Oct 31, 1954 (with copies of 
pay rolls of October 1954) and according to 
models I, Ia, Ib, Ic, Id, I e, If, I g , Ih, 
and Ii 

The number of personnel i n Agencies could 
not be increased except in case of temoorarily 
recruit ing cadre personnel ih the form defined 
by cable No 73$2 of July 27, 1954 and by 
Circular No 1035-PTT/TTK of Aug 5th, 1954. 

In any case it is not poss i ble to fix extra­
ordinary expend i t ures as special allowances to 
t he personnel. 

For refugeed off i cials, a list established 
after model Id, If, and Ih will be sent to the 
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c) expected expenditures of agencies taken over
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In any case it is not possible to fix extra-
ordinary expenditures as special allowances to
the personnel.

For refugeed officials, a list established
after model Id, If, and Ih will be sent to the
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Ministry of Finance {Budget Bureaux) in the same 
time as the expected expenditures for existing 
personnel. 

2/ Material . 

About t his, our instructions in Note No 38 TC 
of Aug 13, 1954 should be strictly followed. 
Except for some special cases ~ ustified by clear 
docume nts, the expected expend : t ures can't exceed 
the expend i t ures granted in 1954. 

The expected expenditures tables must be made 
after model 2, 2a, 2b, 2c, 2d, 2e, 2f and 2g and 
enclosed to the tables of expected expenditures 
and accounts for 1954, up to Oct 31, 1954. 

The expected expend i tures for some special 
articles will be as follows: 

a) Furnit ure purchase and repair. 
- It is forbidden to buy l uxury articles. 

b) Repairing of public cars: No purchase of 
newsmall cars 
- Estimative repa i r expend i t ures for each: 
12.000~ 

c) Driver's and messenger's leveries 
- Basis of 850$ per year for each pe rson 

d) Repairing of t ypewriters, calcul ators and 
mimeographs 
- Expected expend i tures for each: 200$ 

3/ Special expenditures 

To t he tables for these must be j oined detailed 
doc uments in proof: 

The following chapters, supported by the 
National Budget or foreign a i e, must be established 
after model H x F and based on a working plan: 

0.2161 
0.3133 
0.5184 
o. 6313 

0.2162 
0.3143 
0.5185 
0. 6423 

0.2163 
0.5113 
0.5186 

0.2183 
0.5123 
0.5187 

0.2413 
o. 5163 
0.5188 

0.3113 
o. 5173 
0.5189 
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0.5183 0.5184 0.5185 0.5186 0.5187 0.5188 0.5189
0.6313 0.64230.6213
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Particularly for the f ollowing chapters; the 
Ministries and Bureaux must pay special attention 
to the following explanatory i nstructions: 

Chapter 0.1413 - Expenditures for political oper­
ations. 

The proposals about special f unds must be sent 
to the Presidency to be cons i dered and decided before going 
to t he Ministry of Finance. 

Chapter 0.2224. Allowances to various Budget. 

As local budget a r e incoroorated into the National 
Budget, the Deputy Agencies of the different narts 
have to submit the amounts of allowances for balancing 
provincial and municipal budgets. 

Chapter 0.2225. The miscellaneous allowances are 
listed in a table according to model J. 

4/ Expe nditures of closed financial year. 
- Use model K. 

x 
x x 

Chapter III 

Preparation of the PMS Budget and Mun i cipal Budgets. 
These budgets must be prepared by competent Agencies and 
sent to the Ministry of Finance in 2 copies (written in 
French) (for technical reasons) before Dec 15, 1954. 

These documents will be presented, as for last year, 
in former chapters and art i cles (except f or changes 
mentioned in chapter I of th i s Circular), and include 
the following: 

- 1 report 
- 5 summary tables 

a/ summary table of expected receipts in chapters and 
articles 

b/ summary table of expected expenditures in chapters 
and articles. 

c/ summary table of expenditures for personnel 
d/ summary table of expenditures .f6r material 
e/ summary table of the number of personnel 
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Particularly for the following chapters; the
Ministries and Bureaux must pay special attention
to the following explanatory instructions:

Chapter 0.1413 - Expenditures for political oper-
ations.

The proposals about special funds must be sent
to the Presidency to be considered and decided before going
to the Ministry of Finance.

Chapter 0.2224. Allowances to various Budget.

As local budget are incorporated into the National
Budget, the Deputy Agencies of the different parts
have to submit the amounts of allowances for balancing
provincial and municipal budgets.

Chapter 0.2225. The miscellaneous allowances are
listed in a table according to model J.

4/ Expenditures of closed financial year.
- Use model K.

X
X

Chapter III

Preparation of the PMS Budget and Municipal Budgets.
These budgets must be prepared by competent Agencies and
sent to the Ministry of Finance in 2 copies (written in
French) (for technical reasons) before Dec 15, 1954.

These documents will be presented, as for last year,
in former chapters and articles (except for changes
mentioned in chapter I of this Circular) , and include
the following:

- 1 report
- 5 summary tables

a/ summary table of expected receipts in chapters and
articles

b/ summary table of expected expenditures in chapters
and articles.

c/ summary table of expenditures for personnel
summary table of expenditures for material

e/ summary table of the number of personnel
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~ analytical tables of expected receiots and 
expenditures 

The expected expend i tures for personnel, material 
and the especial expenditures must be computed according 
to the axplanatory instructions mentioned in the present 
Circular, in chapter II and prepared after appended 
documents. 

Particular for the PMS budget, the f ollowing chapters 
must be prepared after model H and I and based on a 
working plan. 

1.2433 
1.5187 

1 . 2453 
1. $.188 

1.2483 
1.5189 

1.3123 
1.6123 

Chapter IV 

1.3153 
1. 6133 

Preparation of independent budgets 

1. 5183 
1.6213 

The independent budgets will be established according 
to the current forms, and sent to the Ministry of Finance 
in 2 copies written in French, before Dec 15, 1954. 

As for joint-agencies whose status will be decided 
after the present Pari s conference, the exDected receipts 
and expenditures should be forecast only for the first 
trimester (quarter). 

x 
x x 

Finally, I beg Messrs, the Min i sters and Deputies 
(of t he Governments in the Center and South V.N.), to 
notice the current deficit of the Budget, and to be careful 
in their estimation of t heir expenditures, especially on 
the outlays and allowances. 

The Budget for the corning year still has to face 
heavy burdens of expenditures effected by the political, 
economical and social situatioh, while t he revenues will be 
reduced through the partititm·· of the Country, I hope 
that the Ministries and Agencies must diminate all the 
luxury expenditures, in order to s pare resources to restore 
the national economy, to reform our society and br i ng 
back peace to our country. 

Saigon, Dec 4, 1954 
THE Ministry of Finance 

TRAN-HUU-PHUONG 
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- analytical tables of expected receipts and
expenditures

The expected expenditures for personnel, material
and the especial expenditures must be computed according
to the explanatory instructions mentioned in the present
Circular, in chapter II and prepared after appended
documents.

Particular for the PMS budget, the following chapters
must be prepared after model H and I and based on a
working plan.

1.51831.2483 1.31531.31231.24531.2433
1.6123 1.61331.5188 1.5189 1.62131.5187

Chapter IV

Preparation of independent budgets

The independent budgets will be established according
to the current forms, and sent to the Ministry of Finance
in 2 copies written in French, before Dec 15, 1954.

As for joint-agencies whose status will be decided
after the present Paris conference, the expected receipts
and expenditures should be forecast only for the first
trimester (quarter).

XX

Finally, I beg Messrs, the Ministers and Deputies
(of the Governments in the Center and South V.N. , to
notice the current deficit of the Budget, and to be careful
in their estimation of their expenditures, especially on
the outlays and allowances.

The Budget for the coming year still has to face
heavy burdens of expenditures effected by the political,
economical and social situation, while the revenues will be
reduced through the partition of the Country, I hope
that the Ministries and Agencies must diminate all the
luxury expenditures, in order to spare resources to restore
the national economy, to reform our society and bring
back peace to our country.

Saigon, Dec 4, 1954
THE Ministry of Finance

TRAN-HUU-PHUONG
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Budget Memorandum No 1 

To 
From 
Sub j ect 

All Agencies of the Government of Vietnam 
, Director t he Budget 

Call for Budget Requests 

Arrete No , dated , established 
the budget pol i cy of t he Government for the fiscal year 

1957 and di rected that all budget requests be s ubmitted 
on a pr ogram basis, that i s, in terms of the separate 
activities and ro j ects being carri ed on or proposed f or 
1957. These instructions will supplement that arrete and 
will guide the agencies in preparing their requests. In 
a year or two, after the new procedures are fo r merly 
established, the instructions will be issued in permanent 
form. 

The i nstruct i ons briefly describe t he ma i n features of 
preparing the budget on a program, or activity basis. 
They attempt to furn i sh guidance on the f ollowing; 

1. The Budget Process ih Government Agencies 
2. The Preparat i on of Requests 
3. Development of Program J ust i ficat i ons 
4. Defini t i on of terms 
5. Forms and the i r completion. 

1. THE BUDGET PROC ESS IN GOVERNMENT AGENCIES 

Budgeting is essentially a planning process. It i s the 
determination for a · fut ure peri od of time of (1) what is 
to be done, (2) what is to be accompl i shed, (3) t he manner 
in which it is to be do ne and (4) t he cost of doing it. 
It requires that the broad objectives of the agency be 
br oken down i nto detai led work plans for each pro j ect and 
for each unit of t he organization. Thus each responsible 
offi cial and sunervi s or i n t he agency will have a plan 
of action, which, if success f ully f ol lowed and comb i ned 
with similar efforts in all organization units, should 
resul t in the agency meet i ng i ts overall ob j ect i ves. 
The budget, theref ore, i s a monet ary defi nition of the 
f uture plans of the agency. 

Modern management concepts hold to the principle that 
managers, regardless of their level i n the organ i zation 
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Budget Memorandum No 1

All Agencies of the Government of VietnamTo :

From Director the Budget,

Call for Budget RequestsSubject :

Arrete No , dated , established
the budget policy of the Government for the fiscal year

1957 and directed that all budget requests be submitted
on a program basis, that is, in terms of the separate
activities and projects being carried on or proposed for
1957. These instructions will supplement that arrete and
will guide the agencies in preparing their requests. In
a year or two, after the new procedures are formerly
established, the instructions will be issued in permanent
form.

The instructions briefly describe the main features of
preparing the budget on a program, or activity basis.
They attempt to furnish guidance on the following;

The Budget Process in Government Agencies1.
2. The Preparation of Requests
3. Development of Program Justifications
4. Definition of terms
5. Forms and their completion.

1. THE BUDGET PROCESS IN GOVERNMENT AGENCIES

Budgeting is essentially a planning process. It is the
determination for a future period of time of (1) what is
to be done, (2) what is to be accomplished, (3) the manner
in which it is to be done and (4) the cost of doing it.
It requires that the broad objectives of the agency be
broken down into detailed work plans for each project and
for each unit of the organization. Thus each responsible
official and supervisor in the agency will have a plan
of action, which, if successfully followed and combined
with similar efforts in all organization units, should
result in the agency meeting its overall objectives.
The budget, therefore, is a monetary definition of the
future plans of the agency.

Modern management concepts hold to the principle that
managers, regardless of their level in the organization
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structure, should particinate in planning agency oper­
ations and then should be held responsible for achieving 
the goals set. 

To assure that the budget is sound and workable from the 
standpoint of all parties concerned, careful attention to 
each phase of the budget process is required. To achieve 
the broad participation of responsible officials and to 
secure the necessary supporting material for making 
budget estimates within established t ime limits, a h igh 
degree of planning, coordinating , and scheduling of the 
work of budget preoaration is requ ired. Primary respon­
sibility for seeing that this is accomolished rests with 
the heads of departments and agencies and with those 
designated as their budget officers. 

The budget process in government agencies has four phases: 

1. Planning - Establishing ob j ectives within specified 
guides and limits. 

2. Estimating - Determining the amount of personnel, 
materials, services and facilities required 
to meet these ob j ect ives and the ~ iaster 
amounts needed to pay for them. 

3. Reviewing - Ascertaining that the basic ob ~ ectives, 
resource requi rements, and piaster amounts 
are accurate a nd conform to overall guides 
and limits. 

4. Operating - Accomplishing ob j ectives within the piasters 
provided by the approved bud get. 

The f oll owing procedure identifies the offic i als responssibl~ 
for each phase and states the nature of the i r respons ibil ities 
This orocedure should be followed in organ i zing and 
schedulihg the budgeting process in a department. 

(1) PLANNING 

Planning budgets is a management planning process 
which involves all off i cial s and sunerv;_sors of an 
agency. Satisf actory results can be obtained only 
if (1) all responsible officials and supervi sors 
part i cipate in planning agency operations and (2) 
each official and supervisor accepts full responsi­
bility for achieving the goals contained i n the final 
plans established by proper authority . 

Responsibilities for planning program budgets are 
assigned as follows: 
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structure, should participate in planning agency oper-
ations and then should be held responsible for achieving
the goals set.

To assure that the budget is sound and workable from the
standpoint of all parties concerned, careful attention to
each phase of the budget process is required. To achieve
the broad participation of responsible officials and to
secure the necessary supporting material for making
budget estimates within established time limits, a high
degree of planning, coordinating, and scheduling of the
work of budget preparation is required. Primary respon-
sibility for seeing that this is accomplished rests with
the heads of departments and agencies and with those
designated as their budget officers.

The budget process in government agencies has four phases:

1. Planning - Establishing objectives within specified
guides and limits.

2. Estimating - Determining the amount of personnel,
materials, services and facilities required
to meet these objectives and the piaster
amounts needed to pay for them.

3. Reviewing - Ascertaining that the basic ob lectives,
resource requirements, and piaster amounts
are accurate and conform to overall guides
and limits.

4. Operating - Accomplishing objectives within the piasters
provided by the approved budget.

The following procedure identifies the officials responssible
for each phase and states the nature of their responsibilities
This procedure should be followed in organizing and
scheduling the budgeting process in a department.

(1) PLANNING

Planning budgets is a management planning process
which involves all officials and supervisors of an
agency. Satisfactory results can be obtained only
if (1) all responsible officials and supervisors
participate in planning agency operations and (2)
each official and supervisor accepts full responsi-
bility for achieving the goals contained in the final
plans established by proper authority.

Responsibilities for planning program budgets are
assigned as follows:
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1. Office of the President 

(1) The President will normal ly issue a fiscal 
policy statement establishing broad budget~ry 
limits, areas (c,, . ,..,._ ""'<"-· ~ ~,- ... 

(2) The Direction Director will plan and develop ~ 
with each Service Chief the detailed objec- .11~ ~ 
ti ves and work programs to serve as the basis "'_;.__ ~ \ ) 
of estimates for the budget year. Consider- 'j 
a ti on mv.st be given to: 

1. Changes in emphasis and goals for 
the budget year. 

2. Red~cti on of specifi c backlogs. 
3. Changes in rate of work due to 

improved methods. 
4. Programs expanded in line with policy. 
5. Programs contracted in line with 

policy. 

An· other factors s ignificantly affecting the 
estimates should be di scussed at this time. 

(3) The Direction Director will i ntegrate the 
Service plans into the Director's apnr oved 
nlan for the Direction within the limits 
established by the Departmental Secretary and 
Presidential policy. 

(4) The Direction Budget Officer will assist the 
Direction Director ih carrying out the above 
planning responsibilities. He is responsible 
for securing and presenting factual date on 
work progress, rates of production, cost 
information and personnel date as required. 
The Budget Officer acts for the Direction 
Director as instructed in scheduling each step 
in budget preparation and securing compliance 
with this schedule. 

(5) The Service Chief and other supervisory person­
nel will assist the Direction Director in p 
preparing the preliminary plan. They will 
also prepare with the Direction Director the 
detamled plans for accomolishing ob ,iectives 
arid work programs. Each Service Chief is 
exoected to have readily available such inform 
ation for the activities for which he is 
responsible as: 
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1. Office of the President

(1) The President will normally issue a fiscal
policy statement establishing broad budgetary
limits, areas

(2) The Direction Director will plan and develop
with each Service Chief the detailed objec-
tives and work programs to serve as the basis
of estimates for the budget year. Consider-
ation must be given to:

1. Changes in emphasis and goals for
the budget year.

2. Reduction of specific backlogs.
3. Changes in rate of work due to

improved methods.
4. Programs expanded in line with policy.
5. Programs contracted in line with

policy.

Any other factors significantly affecting the
estimates should be discussed at this time.

(3) The Direction Director will integrate the
Service plans into the Director's approved
plan for the Direction within the limits
established by the Departmental Secretary and
Presidential policy.

(4) The Direction Budget Officer will assist the
Direction Director in carrying out the above
planning responsibilities. He is responsible
for securing and presenting factual date on
work progress, rates of production, cost
information and personnel date as required.
The Budget Officer acts for the Direction
Director as instructed in scheduling each step
in budget preparation and securing compliance
with this schedule.

(5) The Service Chief and other supervisory person-
nel will assist the Direction Director in p
preparing the preliminary plan. They will
also prepare with the Direction Director the
detailed plans for accomplishing objectives
and work programs. Each Service Chief is
expected to have readily available such inform
ation for the activities for which he is
responsible as:
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1. Changes in emphasis and goals for the 
budget year. 

2. Reduction of specific backlogs. 
3. Changes in rate of work due to improved 

methods. 
4. Programs expanded in line with policy. 
5. Programs contracted in line with po~icy. 

Any other factors significantly affecting the 
estimates should be discussed at t his time. 

(3) The Direction Director wi ll integrate the Service 
plans into the Director's approved plan for the 
Direction within the limits established by the 
Department.al Secretary and Presidential policy. 

(4) The Direction Budget Officer will assist the 
Direction Director in carrying out the above 
planning responsibilities. He is responsible 
for sec uring and presenting factual data on work 
pr ogress, rates of oroduction, cost informatipn 
and personnel date as required. The Budget 
Officer acts f or the Direction Director as in­
structed in scheduling each sten i n budget 
preparation and securing compliance with this 
schedule. 

(5) The Service Chief and otver supervisory personnel 
wiilil " assist the Direction Director in preparing 
the preliminary plan. They will also prepare 
with the Direction Director the detailed plans 
for accomplishing ob j ectives and work programs. 
Each Service Chief i s expected to have readily 
available such information for the activities for 
which he is responsible as: 

1. Analyses of the present status of work. 
2. Xnalyses of the present rates of 

production. 
3. Estimates of progress for the rest of 

the period. 
4. Pro j ected work programs for budget year. 
5. Statements to support hi s forecasts. 

(6) The Service Chief will accept the approved work 
program f or his Service as decided by the Direction 
Director. 

(2) ESTIMATING 

Estimating is that part of the budget ~recess during 
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1. Changes in emphasis and goals for the
budget year.
Reduction of specific backlogs.2.

3. Changes in rate of work due to improved
methods.
Programs expanded in line with policy.4.

5. Programs contracted in line with policy.

Any other factors significantly affecting the
estimates should be discussed at this time.

(3) The Direction Director will integrate the Service
plans into the Director's approved plan for the
Direction within the limits established by the
Departmental Secretary and Presidential policy.

(4) The Direction Budget Officer will assist the
Direction Director in carrying out the above
planning responsibilities. He is responsible
for securing and presenting factual data on work
progress, rates of production, cost information
and personnel date as required. The Budget
Officer acts for the Direction Director as in-
structed in scheduling each step in budget
preparation and securing compliance with this
schedule.

(5) The Service Chief and other supervisory personnel
will assist the Direction Director in preparing
the preliminary plan. They will also prepare
with the Direction Director the detailed plans
for accomplishing objectives and work programs.
Each Service Chief is expected to have readily
available such information for the activities for
which he is responsible as:

Analyses of the present status of work.1.
2. Analyses of the present rates of

production.
3. Estimates of progress for the rest of

the period.
4. Projected work programs for budget year.
5. Statements to support his forecasts.

(6) The Service Chief will accept the approved work
program for his Service as decided by the Direction
Director.

(2) ESTIMATING

Estimating is that part of the budget process during
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which the amount of resources required to carry out 
the plan is determined and the piaster amount to be 
requested is established. 

Acting under the authority of the Secretary, the 
Budget Officer is the key person responsible for the 
satisfactory preparation of the estimate. His re­
sponsibility includes the technical preparation of 
the budget and the coordination and scheduling of 
all activities concerned with estimating. 

1. The Direction 

(1) The Budget Officer will develop instructions 
specifi cally for the Service Chiefs and others 
concerned with the estimates, indicating the 
material each must prepare, and the form 
and manner in which it i s to be submitted. 

(2) The Budget Officer will designate the portion 
of the work to be done by each respons i ble 
official. 

(3) The Budget Officer will prepare a detailed 
step-by-step schedule for accompl i shing the 
work allowing time for necessary review arid 
ad justment before submission on the deadline 
established. 

(4} The Budget Officer will follow progress 
closely to make certain that schedules for 
the production of various t ypes of data are 
adhered to. He will keep the Direction 
Director informed of progress. 

(5) The Bueget Officer will check all materi al 
for completeness and conformance to instructions. 
He will guide and assist in any reworking of 
~aterials that may be necessary to integrate 
the vari ous sect ions into the final submi ssion. 

(6) The Service Chief and other supervi sors as 
instructed will prepare material for detail ed 
schedules and will draft j ustification 
statements covering the i r areas of respon­
sibility. The adequac y and soundness of 
material developed at th i s time is basic to 
the acceptance of the budget pr ooosals during 
the reviewing phase following. 
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which the amount of resources required to carry out
the plan is determined and the piaster amount to be
requested is established.

Acting under the authority of the Secretary, the
Budget Officer is the key person responsible for the
satisfactory preparation of the estimate. His re-
sponsibility includes the technical preparation of
the budget and the coordination and scheduling of
all activities concerned with estimating.

The Direction1.

(1) The Budget Officer will develop instructions
specifically for the Service Chiefs and others
concerned with the estimates, indicating the
material each must prepare, and the form
and manner in which it is to be submitted.

(2) The Budget Officer will designate the portion
of the work to be done by each responsible
official.

(3) The Budget Officer will prepare a detailed
step-by-step schedule for accomplishing the
work allowing time for necessary review and
adjustment before submission on the deadline
established.

(4) The Budget Officer will follow progress
closely to make certain that schedules for
the production of various types of data are
adhered to. He will keep the Direction
Director informed of progress.

(5) The Budget Officer will check all material
for completeness and conformance to instructions.
He will guide and assist in any reworking of
materials that may be necessary to integrate
the various sections into the final submission.

(6) The Service Chief and other supervisors as
instructed will prepare material for detailed
schedules and will draft justification
statements covering their areas of respon-
sibility. The adequacy and soundness of
material developed at this time is basic to
the acceptance of the budget proposals during
the reviewing phase following.
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(3) REVIEWING 

Reviewing budgets is that part of the budget process 
in which successively higher levels of the government 
management scrutinize the results of the planning 
and estimating phases. These multiple reviews are 
the means whereby the final national budget i s 
"shaoed into a harmonious program and fiscal policy 
for the exec utive branch as a whole" as stated in 

Data are rechecked 
for accuracy conformance to established guides and 
limits. Analyses are made to evaluate statements of 
resources required. Programs and pro j ects are evalu­
ated in terms of the overall needs of the government 
and the resources available. 

The Department and Direction Budget Officers are the 
key persons responsible f or developing plans and 
schedules for t he review of all estimates. 

1. Responsibilities for Bureau Review 

(1) The Direction Budget Officer will make detailed 
analyses and recommendations to the Direction 
Director concerning the estimates, pointing 
out any weaknesses, unrealistic estimates or 
non-conformance to agree upon olans or policies. 
The Budget Officer will schedule meetings 
between the Direction Director and the Service 
Chiefs f or review and reconciliation of dif­
ferences. At the conclusion of the Direction 
Director's review and approval of the final 
items to be included, the Budget Officer is 
responsible for insuring that the Direction 
submission is techni cally sound, mathematically 
acc urate, and reflects the program and pro j ect 
decisions made by the Direction Director. 

(2) The Direction Di rector revi ews the ent i re 
estimate for balance and consistency, con­
formance to polic y , and adequac r of supporting 
justifications. The Service Chiefs will 
explain and defend their r equests. The 
Direction Director will cause such changes to 
be made in the est imates as he believes 
necessary . He will at this point assume full 
responsibility for t he ent i re estimate, and 
will approve the Direction estimate for sub­
mission to the Department Secretary. He will 
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(3) REVIEWING

Reviewing budgets is that part of the budget process
in which successively higher levels of the government
management scrutinize the results of the planning
and estimating phases. These multiple reviews are
the means whereby the final national budget is
"shaped into a harmonious program and fiscal policy
for the executive branch as a whole" as stated in

Data are rechecked.

for accuracy conformance to established guides and
limits. Analyses are made to evaluate statements of
resources required. Programs and projects are evalu-
ated in terms of the overall needs of the government
and the resources available.

The Department and Direction Budget Officers are the
key persons responsible for developing plans and
schedules for the review of all estimates.

1. Responsibilities for Bureau Review

(1) The Direction Budget Officer will make detailed
analyses and recommendations to the Direction
Director concerning the estimates, pointing
out any weaknesses, unrealistic estimates or
non-conformance to agree upon plans or policies.
The Budget Officer will schedule meetings
between the Direction Director and the Service
Chiefs for review and reconciliation of dif-
ferences. At the conclusion of the Direction
Director's review and approval of the final
items to be included, the Budget Officer is
responsible for insuring that the Direction
submission is technically sound, mathematically
accurate, and reflects the program and project
decisions made by the Direction Director.

(2) The Direction Director reviews the entire
estimate for balance and consistency, con-
formance to policy, and adequacy of supporting
justifications. The Service Chiefs will
explain and defend their requests. The
Direction Director will cause such changes to
be made in the estimates as he believes

necessary. He will at this point assume full
responsibility for the entire estimate, and
will approve the Direction estimate for sub-
mission to the Department Secretary. He will
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ex lain and defend the Direction estimate 
to higher review levels during the balance 
of the revi ewing phase. 

2. Responsibilities for Department Review 

(1) The Department Budget Officer will analyse 
direction budgets to determine conformance 
to t he Secretary's policy gmides or fiscal 
limitations and will evaluate the adequacy 
of the justification material. He will 
disc uss any questionable items with the 
Direction concerned. The Budget Officer 
will then summarize his findings for the 
Secretary and include such recommendations 
as are appropriate. He will schedule 
hearings and reviews of each Direction's 
budget by tae Secretary and will assure that 
any changes directed by the Secretary are 
in-corporated in the estimates. Finally, 
he will prepare the transmittal document 
for the Secretary to forward the Department's 
budgets to the Budget Direction. 

(2) The Secretary will conduct hearings at which 
Direction estimates are presented and ex­
plained by each Direction Director assiste~ 
by his Budget Officer. The Secretary will 
decide in each case whether changes are 
necessary and, if s o , will issue instructions 
for appropriate modifications. When all 
estimates have been ap nroved, he will transmit 
them to the ~udget Direction together with 
a supporting"statement covering the Depart­
ment 's program as a whole. Such a statement 
should discuss major shifts in program 
emphasis, and should clearly explain unusual 
needs requiring special consideration. 

(3) The Direction Director and his Budget Officer 
will ex~lain and defend the Direction budget 
in accordance with the hearing schedule es­
tablished. The Direction Director and his 
Budget Officer will modify their estimates 
as directed by the Secretary. The Direction 
Director will accept respons i bility for de­
f ending and carrying out the plans outlihed 
in the finally-apDroved budget as transmitted 
by the Secretary to the Budget Direction. 
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explain and defend the Direction estimate
to higher review levels during the balance
of the reviewing phase.

2. Responsibilities for Department Review

(1) The Department Budget Officer will analyse
direction budgets to determine conformance
to the Secretary's policy guides or fiscal
limitations and will evaluate the adequacy
of the justification material. He will
discuss any questionable items with the
Direction concerned. The Budget Officer
will then summarize his findings for the
Secretary and include such recommendations
as are appropriate. He will schedule
hearings and reviews of each Direction's
budget by the Secretary and will assure that
any changes directed by the Secretary are
in-corporated in the estimates. Finally,
he will prepare the transmittal document
for the Secretary to forward the Department's
budgets to the Budget Direction.

(2) The Secretary will conduct hearings at which
Direction estimates are presented and ex-
plained by each Direction Director assisted
by his Budget Officer. The Secretary will
decide in each case whether changes are
necessary and, if so, will issue instructions
for appropriate modifications. When all
estimates have been approved, he will transmit
them to the Budget Direction together with
a supporting statement covering the Depart-
ment's program as a whole. Such a statement
should discuss major shifts in program
emphasis, and should clearly explain unusual
needs requiring special consideration.

(3) The Direction Director and his Budget Officer
will ex lain and defend the Direction budget
in accordance with the hearing schedule es-
tablished. The Direction Director and his
Budget Officer will modify their estimates
as directed by the Secretary. The Direction
Director will accept responsibility for de-
fending and carrying out the plans outlined
in the finally-approved budget as transmitted
by the Secretary to the Budget Direction.
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3. Responsibilities during Executive and Legislative 
Review 

(1) The Secretary of the Department is responsible 
at the Cabinet level f or the budget of his 
department. 

(2) The Secretary and Direction Directors will 
explain and defend the budgets to the Budget 
Direction. 

(3) The Departmental and Direction Budget Officers 
will assist as requested and maintain liaison 
with the Budget Direction. 

(4) The Service Chiefs will assist as requested 
in preparing for hearings, answering hearing 
questions or carrying out other special 
assignments in &on j unction with the nhearings. 

(4) OPERAT ING 

Operating is that part of the budget proces s during 
which action is taken to accomplish established ob­
j ectives within the resources approved by the Congress 
The budget, as aporoved by the Congress, thus becomes 
the controlling instrument governing program oper­
ations for a fiscal year. 

Major responsibilities in this phase are assigned 
as follows: 

1. The Direction 

(1) The Budget Officer will realign amounts al­
lotted and ob j ectives agreed upon for Direction 
programs and pro j ects into operating budgets 
f or each responsible organization unit . 
During the course of the year he will prepare 
periodic reports to the Direction Director 
and Department Secretary on the status of 
t he work and the funds utilized. 

(3) The Direction Director will rece i ve timely 
reports concerning the status of work ac­
complishment and expenditures compared with 
the ob j ect i ves and budgets established for 
each responsible off i cial. He will through 
such reports i dentify problem areas and take 
prompt remedial act ion when necessary. He 
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(2) The Secretary and Direction Directors will
explain and defend the budgets to the Budget
Direction.

(3) The Departmental and Direction Budget Officers
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questions or carrying out other special
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Operating is that part of the budget process during
which action is taken to accomplish established ob-
jectives within the resources approved by the Congress
The budget, as approved by the Congress, thus becomes
the controlling instrument governing program oper-
ations for a fiscal year.

Major responsibilities in this phase are assigned
as follows:

1. The Direction

(1) The Budget Officer will realign amounts al-
lotted and objectives agreed upon for Direction
programs and projects into operating budgets
for each responsible organization unit.
During the course of the year he will prepare
periodic reports to the Direction Director
and Department Secretary on the status of
the work and the funds utilized.

(3) The Direction Director will receive timely
reports concerning the status of work ac-
complishment and expenditures compared with
the objectives and budgets established for
each responsible official. He will through
such reports identify problem areas and take
prompt remedial action when necessary. He
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will be responsible to the Secretary , for 
accounting for significant devi ations from 
planned accomplishments a nd expend i tures. 

2. The Department 

(l} The Secretary will also receive reports 
cohcerning the status of the work and ex­
pend i tures. He will ascertain that appropri ­
ate remed i al actions are being taken when 
necessary and will be responsible at the 
Cabinet level to the President for significant 
dev i at i ons from planned accomplishments and 
expenditures occurring i n his Department. 

2. POLICY ON ESTIMATES 

(1) The appropr i ation estimates shall be complete 
as to ant i cipated requirements on the basis 
of existing statutes. After the submi ssion 
of the principal est imates, no subsequent 
supplemental estimates or amendments tending 
to i ncrease t he estimates will nor mal ly be 
considered. Estimates of income shall also 
be complete. 

(2) The general policies to be fol lowed in 
establ i shi ng program goals for t he budget 
year and the provision of men and materials 
to reach these goals normamly will be 
promulgated by the President each year prior 
to the submission of budget estimates to the 
Budget Direction. 

(3) In addit i on to any general pol i cies governing 
preparation of budget estimates, the heads 
of departments and ch iefs of bureaus and of­
f i ces should determi ne t heir spec i fic budget­
ary goals in consonance with t he President's 
program in their part i cular areas. 

3. PROGRAM J USTIFICATIONS 

(1) For each appropriation, there will be prepared 
a summary statement of authori ty, objectives 
and policies governing the work, followed by 
a narrative statement of description and 
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will be responsible to the Secretary, for
accounting for significant deviations from
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(1) The Secretary will also receive reports
concerning the status of the work and ex-
penditures. He will ascertain that appropri-
ate remedial actions are being taken when
necessary and will be responsible at the
Cabinet level to the President for significant
deviations from planned accomplishments and
expenditures occurring in his Department.

2. POLICY ON ESTIMATES

(1) The appropriation estimates shall be complete
as to anticipated requirements on the basis
of existing statutes. After the submission
of the principal estimates, no subsequent
supplemental estimates or amendments tending
to increase the estimates will normally be
considered. Estimates of income shall also
be complete.

(2) The general policies to be followed in
establishing program goals for the budget
year and the provision of men and materials
to reach these goals normally will be
promulgated by the President each year prior
to the submission of budget estimates to the
Budget Direction.

(3) In addition to any general policies governing
preparation of budget estimates, the heads
of departments and chiefs of bureaus and of-
fices should determine their specific budget-
ary goals in consonance with the President's
program in their particular areas.

3. PROGRAM JUSTIFICATIONS

(1) For each appropriation, there will be prepared
a summary statement of authority, objectives
and policies governing the work, followed by
a narrative statement of description and
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j ust ification for each budget into which the 
appropriation has been divided in accordance 
with secti on 3 (6) of this circular. 

(2) The purpose of t he j ustification statement 
is to explain and support the validity of the 
estimates to those who review and evaluate 
the programs and financial requirements 
thereof. The statement must therefore show 
the size pf the problem and the need for the 
proposed program, the nature and amount of 
work to be done to meet this need, the way in 
which the work will be do ne, the cost, and 
the kind of expenses to be incurred. 

(3) It must be recognized that no two justifi­
cations will be prepared in the same manner, 
since a justification is a special statement 
relating to one part i cular pro j ect which is 
d i f ferent f rom all other pro j ects in the 
government . It is essential that the j usti­
fication f or each pro j ect be tailor-made to 
fit the circumstances of each ind i vidual 
case. No common pattern for preparing j ust~ 
fications is therefore possible. The state­
ment must be one which will convince the 
Budget Direction 4nd t he Congress of the value 
of the particular services proposed, the 
economy of specific operations to be under­
taken, and the essent i allty of the particular 
amount of funds requested. 

4. DEFINITION OF TERMS 

The following definitions will be helpful in carrying out 
these instructions in respect to the completion of budget 
request forms. 

A. FUNCTION. One of the principal categories or classes 
into which governmental affairs are divided. Ex. 
Defense, Health, Education etc. one funct i onal classes. 

B. PROGRAM. The ma j or subdiviei on of a function. Thus, 
tuberc ulosis control is a nrogram within t he health 
function; and tax collection is a program with the 
general ~overnmental (or administration \ function. 

C. PROJECTS OR ACTIVITIES. These terms are used inter­
changeably. They are the main sub-d i visions of 
PROGRAMS and are s pecial undertakings designed to 
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justification for each budget into which the
appropriation has been divided in accordance
with section 3 (6) of this circular.

(2) The purpose of the justification statement
is to explain and support the validity of the
estimates to those who review and evaluate
the programs and financial requirements
thereof. The statement must therefore show
the size of the problem and the need for the

proposed program, the nature and amount of
work to be done to meet this need, the way in
which the work will be done, the cost, and
the kind of expenses to be incurred.

(3) It must be recognized that no two justifi-
cations will be prepared in the same manner,
since a justification is a special statement
relating to one particular project which is
different from all other projects in the
government. It is essential that the justi-
fication for each project be tailor-made to
fit the circumstances of each individual
case. No common pattern for preparing justi-
fications is therefore possible. The state-
ment must be one which will convince the
Budget Direction and the Congress of the value
of the particular services proposed, the
economy of specific operations to be under-
taken, and the essentiality of the particular
amount of funds requested.

4. DEFINITION OF TERMS

The following definitions will be helpful in carrying out
these instructions in respect to the completion of budget
request forms.

FUNCTION. One of the principal categories or classesA.
into which governmental affairs are divided. Ex.
Defense, Health, Education etc. one functional classes.

B. PROGRAM. The major subdivision of a function. Thus,
tuberculosis control is a program within the health
function; and tax collection is a program with the

general governmental (or administration function.

C. PROJECTS OR ACTIVITIES. These terms are used inter-
changeably. They are the main sub-divisions of
PROGRAMS and are special undertakings designed to
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accomplish specific parts of the program. 

D. APPROPRIATION TITLE. The descriptive phrase appearing 
in the budget document (and appropriation bills ) to 
identify the maj or purpose - or program - for which 
the approµr i ation is to be used. 

E. CAPITAL OUTLAYS, CAPITAL EXPEND ITURES. These terms 
refer to the acquisition, including architectural plans, 
of land and structures, as well as equipment with a 
life exuectancy extending beyon~ the f i scal year and 
which add to t he assets of the Government. 

F. CURRENT OPERATI NG EXPENDITURES. This ap -olies to all 
purchases of goods and services, including some 
equipment, which are normally consumed dur ing the 
course of the year. 

G. FISCAL YEAR (FY) . The same as the Ca1endar year. 

1. Past Year (PY). The last comnleted f i scal year. 

2. Current Year (CY}. The year in progress at time 
budget requests are prepared for t he next fiscal 
year. 

J. Budget Year (BY}. The fiscal year for which budget 
requests are being prepared. 

H. OBLIGATIONS. Any commitment of government funds, such 
as placing of orders, sign ing of leases, awarding of 
contracts, employment of personnel etc. 
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APPENDIX "F" 

SUGGESTED OUTL INE FOR THE PRES IDENT'S BUDGET MESSAGE. 

The f ollowing could serve i nitially, at least, as 
a sort of rough skeleton of a budget message. By itself, 
it means nothing and will not unless and until someone 
(the President or his Budget Director) puts the meat and 
muscle on the 

1. Greeting 

- Primarily if budget is to be submitted to a legis­
lative body. In .such event, it should be addressed 
to them for cons ideration, rev i ew, mod ificat i on and 
enactment. However, it might be a general statement 
s oelling out democratic aims, if Legislati ve body 
is not organized. 

2. Statement of Ob i ective~. 

The message shoul d present the broad aims, goals, 
objectives, purposes f or wh i ch t he government is 
going to stri ve during the year bei ng budgeted. 
Thus, for example, it might logic clly l ist and 
briefly di scuss such ob j ect i ves as: 

A. Maintenance of strong def enses ; 
B. Cont inuat ion of internal Dac ification and 

restoration of order t hrough the elimination of 
subversi ve elements; 

C. Expansion a nd strengthening of the economy; 
D. Ra i sin the standard of l iving , while holding 

costs down; 
E. Protect ion and development of forest product 

industry; and 
F. Ditto - fishing, etc. 

3. Summary of Recent Developments. 

- A rev i ew of the recent pol i t i cal , social and eco­
nomical developments, what has been accompl i shed 

to-date, and an assessment of t he present situation. 
This might include an explanat ion of the impact of 
the military s i t uation uoon the overall pi cture. 

4. The Fiscal Outlook for 1957 {or 1958) 
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1. Greeting

- Primarily if budget is to be submitted to a legis-
lative body. In such event, it should be addressed
to them for consideration, review, modification and
enactment. However, it might be a general statement
spelling out democratic aims, if Legislative body
is not organized.

2. Statement of Objectives.

- The message should present the broad aims, goals,
objectives, purposes for which the government is
going to strive during the year being budgeted.
Thus, for example, it might logically list and
briefly discuss such objectives as:

A. Maintenance of strong defenses;
Continuation of internal pacification andB.
restoration of order through the elimination of
subversive elements:

C. Expansion and strengthening of the economy;
D. Raising the standard of living, while holding

costs down;
E. Protection and development of forest product

industry; and
F. Ditto - fishing, etc.

Summary of Recent Developments.3.

- A review of the recent political, social and eco-
nomical developments, what has been accomplished

to-date, and an assessment of the present situation.
This might include an explanation of the impact of
the military situation upon the overall picture.

The Fiscal Outlook for 1957 (or 1958)4.
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