
REPORT 
OF 

THE SECRETARY OF THE TREASURY. 

TREASURY DEPARTMENT, 

December o, 1870. 
S I R : The financial condition of the country has improved during the 

past 5'ear. The average rate of gold for the year 1869, as shown by 
weekly sales, was 32.9 per centuin premium, and for the first eleven 
months of the year 1870, 15.2 per centum premium, indicating an im
provement in the value of the paper currency of about 17 per centum. 

From the 1st day of July, 1869, to the 30th of June, 1870, inclu
sive, the public debt, as shown by the warrant account, was reduced in 
the sum of $101,601,916 88. Froai the 1st day of December, 1869, 
to the 30th day of ISTovember, 1870, inclusive, the reduction was 
$119,251,240 58, as shown by the monthly statements of the public 
debt, and the total reduction, from the 1st of March, 1869, to the 
1st of December, 1870; was $191,154,765 36. The consequent reduc» 
tion in the interest account is at the rate of more than ten millions of 
dollars per annum. 

The receipts for the fiscal year ending June 30, 1870, were as follows: 
From customs : $194, 538, 374 44 
From internal revenue , 185,128, 859 37 
From sales of public lands 3,350,481 70 
From miscellaneous sources 28, 237, 762 06 

411,255,477 63 

The expenditures for the same period were: 
For civil and miscellaneous purposes - . . $69,234,017 16 
For War Department 57, 655,675 40 
For Navy Department 21, 780,229 87 
For Indians and pensions . . " : 31, 748,140 32 
For interest on the public debt 129,235,498 00 

309,653,560 75 

This statement exhibits a surplus applicable to the payment of tho 
public debt, including the amount pledged to the sinking fund by the 
act of February 25, 1862, of $101,601,916 88. . ^ 
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IV REPORT OF THE SECRETARY OF THE TREASURY. 

The receipts for the first quarter of the present fiscal year were: 

From customs . . . . . ' $57, 729, 473 57 
From internal revenue : 49,147,137 92 
From sales of public lands 842,437 67 
From miscellaneous sources 7,382,181 59 

115,101,230 75 

The expenditures for the same period, excluding payments on account 
of the sinking fund, were : 
For civil and miscellaneous purposes , $18,207,242 49 
For War Department. . . . ." J . , . . . 10,218,538 36 
For Navy Department - 4,815,237 58 
For Indians and pensions 13, 825,451 89 
For interest on the public debt 39,496,450 51 

. 86, 562, 920 83 

The estimated receipts for the remaining three quarters of the present 
year are as follows: 
From customs $128,000,000 00 
From internal revenue 98,000,000 00 
From sales of public lands 2,000, 000 00 
From miscellaneous sources 16,000, 000 00 

244,000,000 00 

The estimated expenditures for the same period are: 
For civil and miscellaneous purposes .' $54,000,000 00 
For War Department » 30,000,000 00 
For Navy Department .' 15,000, 000 00 
For Indians and pensions 24^ 500,000 00 
For interest on the public debt 80,000,000 00 

203, 500, 000 00 

Showing a balance applicable to the payment of the public debt, 
includiug, however, the amount payable on account of the sinking fund, 
of $69,038,309 92. 

In estimating the expenditures for the next fiscal year, I have included 
the sum of $24,500,000, i)roperly chargeable to the current revenue as 
an appropriation under the acts of February 25,1862, and July 14,1870, 
relating to the sinking fund. Although the language employed in 
those acts is not the language commonly used in appropriation bills, it 
still has the force and effect of a permanent appropriation, i therefore 
so treat ito 
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REPORT OF THE SECRETARY OF THE TREASURY. V 

There will be required also the sum of $4,866,933, being the amount 
answering to the interest on the capital of the sinking fund as repre
sented upon the books of the Department. This sum I have included in 
the estimate of expenditures for the fiscal year ending June 30, 1872. 

Upon this basis I submit the following estimate of receipts and ex
penditures for the next fiscal year: 

Estimated receipts and expenditures for the year ending June 30, 1872. 

RECEIPTS. 

From customs . $175, 000,000 
From internal revenue 126,418, 000 
From sales of public lands - 3,000, 000 
From miscellaneous sources 16, 000,000 

320, 418, 000 

EXPENDITURES. 

Legislative establishment $3,263, 966 34 
Executive establishment 17,238,165 50 
Judicial establishment 2,348, 750 00 
Military establishment . . . . . . ' . ' . . . 28,488,194 00 
Naval establishment , 20,045, 417 77 
Indian affairs .., ' 5, 021,569 03 
Pensions ., , 30, 000, 000 00 
Public w-orks 22,338,278 37 
Postal service 4, 694,383 00 
Miscellaneous 1 14,305,428 60 
Permanent appropriations 132, 528,234 00 
Sinking fund '. 24,500, 000 00 
Interest upon the capital of the sinking fund 4,866, 933 00 

309, 639, 319 61 

According to this estimate there will be a surplus applicable to the 
payment of the principal of the public debt, in addition to the payments, 
made on that account through the sinking fund, of $10,778,680 39. 

An analysis of the expenditures develops facts tending to sustain the 
opinion that the balance will be considerably larger than appears from 
the foregoing estimates. 

The sum of $22,338,278 37 is the estimate for public works. The 
appropriations for these objects for the present year are less than 
$12,000,000, and it is reasonable to presume that the appropriations for 
the next year will not much exceed that amount. 

I t is believed, also, that the estimates made by the several Depart
ments, for the different branches of the public service, are for the maxi
mum amounts which will be required under any circumstances. I f 
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VI REPORT OF THE SECRETARY OF THE TREASURY. 

such is the case, there will remain on the 30th of June, 1872, unex
pended balances to be covered into the treasury. 

I t may, therefore, be reasonably anticipated that the total reduction 
of the public debt during the next fiscal year, including payments on 
account of the sinking fund, will be about fifty millions of dollars. 

I t is a noticeable fact that the estimated expenditures for the next 
fiscal year, including payments on account of the sinking fund, and for 
the interest on the public debt, are so nearly equal to the receipts as to 
justify and demand the greatest caution in dealing with the revenues 
and business of the country. I t is apparent that a disaster, or even a 
serious check to business, would reduce the revenues below our neces
sary expenditures. 

I t is apparent, also, tha t the prosperous condition-of the country is 
largely due to the revenue system inaugurated during the war, by which 
manufactures and the mechanic arts have been extended aud^established. 
This policy cannot now be rashly abandoned, or suddenly and radically 
changed, without great injury to business and labor, and serious conse
quent losses of revenue. 

The war in Europe has rendered it impracticable to refund the 
national debt, as authorized by the act approved July 14, 1870. A 
portion ofthe paper-has been manufactured, and the preparation ofthe 
plates lias been so far advanced that whenever a favorable opportunity 
arises the loan may be off'ered and the bonds delivered without delay. 

Inasmuch as the war in Europe, and the consequent demand for 
money, made it doubtful whether the four and the four and a half 
per cent, bonds will be taken, it seems to me wise to authorize the 
issue of three hundred millions additional of bonds bearing interest at 
the rate of five per cent. The interest can be paid quarterly without 
inconvenience, and I therefore respectfully recommend that the loan act 
be so modified that the payment of interest may be made quarterly in
stead of semi:annually. Should these recommendations be approved by 
Congress, it is of great importance that an act authorizing the changes 
be passed without delay. 

Since the 1st of July the currency balance in the treasury has been 
unusually, and, for immediate purposes, unnecessarily large. 

The act of July 12, 1870, authorizing an increase of national bank
notes, imposed uponthe Secretary of the Treasury the duty of providing 
for the redemption of equal amounts of three per cent, certificates. 
The certain though prospective decrease in the revenues, both of coin 
and curreucy, made it my duty to reserve a sum sufficient to enable the 
Department to comply with thelaw without resorting to extraordinary 
means. Happily, the financial condition of the country has not been 
unfavorably affected by the accumulations in the treasury. 

During the year ending September 30, 1870, the national banks paid 
in interest the sum of $6,486,172 66, I t is estimated that of this sum 
two millions were paid to private parties. I cannot doubt that the prac-
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EEPORT OF THE SECRETARY OF THE TREASURY. VII 

tice of paying interest, except upon balances due from one bank to 
another, is a means by which large amounts of capital are diverted from 
the extreme xiortions of the country to the commercial and financial cen
ters, to the injury of business generally. The province of a bank is to 
lend money, and its proper duty is, by loans and discounts, to facilitate 
and develop business in the neighborhood of its location. As a matter 
of fact, under the present system, banks are agencies by which capital 
is gathered in and sent away to distant cities, there to be loaned on call 
and used for speculative purposes. 

Complaints are made from all parts of the country that the bills of 
the national banks are worn and defaced to such an extent as to be no 
longer fit for circulation. As many new banks are soon to be organized 
under the law of the last session of CongTess, I respectfully recommend 
that an appropriation be made and authority given for the issue of new 
bills, upon such paper and in such form as may be designated by the 
Secretary of the Treasury. 

The Comptroller of the Currency, in his report for 1869, recommended 
the establishment of an agency in the city of New York, under the con
trol of the national banks, for the redemption of their issues. The sub
stance of this recommendation seems to me not only proper but neces
sary. The expense should be borne by the banks. ^^ 

Coupled with these recommendations, I take this occasion to say that 
the banking system of the country appears to be well managed, and to 
answer reasonably the purposes for which it was established. It is no 
doubt true that treasury notes representing an equal amount of the 
public debt without interest are the most economical circulation for 
the Government. But it should be considered that the banking institu-^ 

' tions of the country are agencies by which business is established and 
fostered. Upon the whole, the system of banking should be extended 
only for the purpose of meeting the demai di of business; but when the 
demands are urgent the concession should be made, upon the ground 
that the prosperity of business is more important than the mere saving 
of interest arising from the circulation of treasury notes. 

Excluding re-deposits, the amount of gold and silver deposited at 
the Mint and its several branches, during the last fiscal year, was 
$30,408,788 10; the coinage for the year was $24,636,011 / and the 
value of gold and silver bars stamped was $8,748,852 91. 

I respectfully ask the attention of Congress to the bill prepared iu 
this Department and submitted at the last session, and to the accom
panying report, relative to the mints and the coinage system of the 
country. The bill was prepared with care, and it has since been sub
mitted to the criticism of a large number of practical and scientific 
men, whose views have been published by authority of Congress. 

During the year the several branch mints and assay offices have 
been visited and examined by Mr. Knox and Dr. Lindermann. The 
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v m REPORT OF THE SECRETARY OF THE TREASURY. 

assay officGf at Boise City, Idaho, is nearly completed, audit will require 
a small appropriation for the commencement of business. 

Provision should be made for the redemption of the bronze and other 
tokens issued by the Government. 

The report of the Commissioner of Mining Statistics for the year 
1869 has been printed since the close of the session in July last, and 
that for the year 1870 will be made during the winter. The continuance 
of the work appears to be a matter of national importance. 

The proportion of American vessels engaged in foreign trade has not 
increased relatively during the year, although there has been an actual 
increase in the entries of American vessels at the ports of the United 
States, amounting, in the aggregate, to about 130,000 tons. The total 
tonnage engaged in the foreign trade entered at all of the ports of the 
United States has increased from 5,583,000 tons in 1869, to 5,957,000 
tons in 1870, but the proportion of American tonnage remains as in 1869 
at 36 per cent. 

.Without undertaking to specify the means by which it is to be accom
plished, I cannot overstate the importance of such legislation as will 
secure the revival of American commerce. 

The report of the Light-House Board sets forth in detail the difficul
ties which have arisen in that branch of the public service fromthe 
operation of the fifth section of the act of July 12, 1870, making 
appropriations for the legislative and executive expenses of the Gov
ernment for the year ending June 30,1871. The legislation asked for 
by the board seems to me to be necessary. 

The report of the Superintendent of the Coast Survey gives a brief 
but satisfactory stateinent of the progress made during the last survey-
ng year. 

On the 1st day of October last, regulations were issued concerning 
the transportation qf merchandise from the ports of importation to 
certain other ports in the United States, without appraisement or liqui
dation of duties at the port of arrival, agreeably to the provisions of 
an act entitled ^̂  An,act to reduce internal taxes, and for other pur
poses," approved July 14, 1870. A copy of the regulations will be 
transuiitted to Congress. In the nature of the case, the regulations 
are stringent; but when the railway companies shall have given the bonds 
required, and the importing merchants of the interior cities shall have 
made arrangements for the importation of goods upon the basis of the 
act, I am satisfied that no serious difficulties will arise, either to the 
railways, the laerchants, or the Government. Without doubt, the act 
increases the opportunity for the introduction of foreign goods into the 
country in violation of the revenue laws; but the examination which I 
have given to the subject, in the preparation of the regulations, leads 

. me to think that the business can be safely conducted. 
The appropriation for the expenses of collecting the customs revenue, 

under the act approved May 3,18665 is at the rate of $4,200,000 annually. 
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REPORT OF THE SECRETARY OF THE TREASURY. IX 

in addition to such sums as may be received from fines, penalties, and 
forfeitures, and from storage, cartage, drayage, and labor. Experience 
has shown that this amount is insufficient, and a deficiency appropriation 
will be needed at each session of Congress until the permanent appro
priation is increased. I have instituted a careful supervision in the 
Treasury Department over this branch of expenditures, and agents are 
emxiloyed in in^^estigating the expenses of the custom-houses of the 
countiy, for the xiurpose. of ascertaining whether the modes of business 
can be simplified and made more economical, and also whether a reduc
tion of the number of employes or of salaries is practicable. By this 
ineans some saving will be effected, but it will even then be impossible 
to reduce the expenses within the appropriation. From 1858 to 1866 
the permanent appropriation was at the rate of $3,600,000 per annum, 
in addition to the receipts before enumerated as axiiDlicable to this branch 
of the service. From 1856 to 1860, inclusive, the total receipts from 
customs were about $272,000,000, and the exxDcnses of collection were 
$15,879,000, or at the rate of more than five and one half per cent. 
The receipts for the year ending June 30, 1870, were $194,538,374 44, 
and the expenses $5,912,113 63, or not exceeding three and one half per 
cent. From 1858 to 1860 the revenue collected did not exceed ^ an 
.avera.ge.of $50,000,000 a year; and the temptation to smuggling and 
fraud was much, loss under a low system^ of duties than it is at the 
Xiresent time. At the x^i'iiicipal importing cities of the country it is 
necessary to employ a large force for the x^i'otection of the wharves and 
water lines Avithin or near to such cities. It is also necessary to guard 
against smuggling, by the presence often of several officers upon and 
around the steamers and other vessels importing large quantities of 
goods, while engaged in discharging their cargoes. I t is also apparent 
that the extensive line of coast on the Atlantic and Pacific Oceans, and 
the Gulf of Mexico, everywhere furnishing opportunities for the intro
duction of goods in violation of the revenue laws, requires the presence 
of a large number of skillful and tru^-tworthy persons. The acquisition 
of Alaska, the establishment of interior ports of entry, the accommoda
tion of business by railways aiid steamers on the northern frontier, add 
materially to the expenses of collecting and guarding the revenue. I 
therefore respectfully recom:mend the increase of the permanent axipro
priation for collecting the revenue from customs to the sum of $2,600,000 
ibr each half-year from and after the 30th day of June, 1870. 

x\.t several of the important ports there are two appraisers, whose 
powers are equal. I recommend such an alteration of the law as will 
provide for one principal appraiser at each port, who shall be responsible 
for the business of the office. 

The Treasury Department has the care of one hundred and ten public 
buildings that are comxileted, and-of seventeen more that are in the course 
of erection, all of which had cost, on the 30th of June last, $3.5,900,998 93. 
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X REPORT OF THE SECRETARY OF THE TREASURY. 

The appropriation for the repair and preservation of these buildings 
for the current year is $100,000, a sum manifestly inadequate, being 
less than one-third of one x̂ ^̂* cent. Unless larger annual appro
priations are made, the buildings will raxiidly deteriorate in value, and 
finally will need much larger rexiairs, or the erection of new ones in their 
stead. 

With the increase of population in the country, appropriations must 
be annually made for the erection of post offices, custom-houses, and 
other public buildings. The xiresent mode of inaugurating these works 
seems to me unwise. Apxiropriations are often made without suffi
cient information upon the subject. I t is true that, when a proposi
tion is introduced into Congress for the erection of a public build
ing, the subject is reterred to the Treasury Department, and by the 
Secretary to the Suxiervising Architect of the Treasury; but it is also 
true that the Supervising Architect has only general information upon 
the subject, and in answer to a sudden call, and without time for 
the preparation of plans and estimates, he cannot give a safe opinion 
as to the necessity or the cost of the w^ork. I respectfully recommend 
that hereafter, when apxilications are made for the construction of public 
buildings, the first step on the xiart of Congress be to instruct the 
Treasury Department to make careful inquiry as to the necessity 
of the work, and also to prepare estimates to be laid before Congress. 
This beiug done, and the work authorized, it would seem to be wise to 
make a single approxiriation, sufficient to meet the entire cost, and then 
hold the Department and the Supervising Architect responsible for the 
speedy completion of the building, substantially upon xilans duly author
ized'and within the estimates. I am satisfied that much waste of public 
inoney occurs, and much complaint on the part of citizens arises, when 
small ax)prox:)riations are made from year to year. The inevitable conse
quence of the policy is that the public works are injured in the process 
of construction and the exxienses are largely increased. 

The Supervising Architect of the Treasury states in his report that 
the expenditure authorized bylaw for the construction of the post office 
in the city bf New York will be inadequate, unless the character of 
the work is changed from the original design. I t seems to be due to the 
city of New York, for general and apparent reasons, and in considera
tion of the fact that a most eligible site has been secured, by the 
cooperation and in some degree at the expense of the city, that the 
building should not only be a fire-proof structure, but also of such 
design and workmanship as to rank among the best public buildings of 
the country. 

A t t h e present time there are twenty-four steamers and ten sailing 
vessels attached to the revenue marine service, the number having been 
reduced during the year by the sale of two vessels of the latter class. 
A t the third session of the fortieth Congress an appropriation of 

},000 was made for the construction of four steam revenue-cutters. 
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After proposals had been issued and bids received, wliich were rejected 
under the impression on my xiart that the public interests did not 
require vessels of as large size as those for which proposals had been 
issued, I ax^pointed a commission, by letter dated December 16, 1869, 
consisting of Captain C. T. Patterson, of the Coast Survey, Captain 
Douglass Ottinger and Captain J. H. Merryman, of the Revenue Marine, 
and instructed them to consider and report upon the character of the 
vessels best adapted to the service. Final action in reference to the 
construction of the vessels authorized was delayed for the report of 
the commission. That report was made on the 1st day of May, 1870. 
(E.xecutive Document No. 93, Senate, second session of the present 
Congress.) Upon the comxiletion of the work of the commission, pro-
Xiosals were again issued for the construction of the four vessels author
ized bylaw. Satisfactory bids were received, and on the 22d of July 
and the 22d of August last contracts Avere made./ The construction 
given by the Comptroller to the f̂ifth section of "The act making 
appropriations for the legislative, executive, and judicial expenditures 
of the Government for the year ending the 30th of June, 1871," 
rendered the appropriation unavailable, and it therefore became neces
sary to notify the parties to the contracts that they must be con
sidered as null and void. One of the parties has asked to have his con
tract formally annulled, Avhich has been done. 

I recommend a renewal of the appropriation of $300,000 for the con
struction of steam revenue-cutters, without limitation as to the number 
or specification as to the size of the vessels to be built. 

The rexiort of the commission shows that thirteen of the vessels 
BOW in use are either old or not adapted to the service. The opinion 
entertained by me that the vessels in use were larger than the nature 
of the service required, is confirmed by the rexiort of the commission. 
They recommend that the number be reduced to thirty-two, and the aggre
gate tonnage reduced from 9,208 tons to 7,175 tons. They also state 
that it will be practicable, upon the proposed basis, to reduce the total 
number of officers, pilots, petty officers, and men, from 1,266, the num
ber then in service, to 1,061; and the actual expense of maintaining 
the system, not including apxiropriations for the construction of new 
vessels, from $1,446,490, to $943,639, making a saving of more than 
half a million of dollars a year. The report of the commission is the 
result of a careful and comx)rehensive ex^amination of the subject by 
competent men, and, while it is the xiresent purpose of the Department 
to act upon it, I am of ox)inion that it should receive legislative sanction. 

On the 9th of July, 1869, I convened a board of examiners, who 
were charged, among other things, with the examination of the officers of 
the Revenue Marine. The board is comxiosed of Captains Faun ce and 
Slicer, of the Revenue Marine, and Captain Patterson, of the Coast 
Survey. The examination has not yet been comxileted, as only a small 
number of officers could be detailed for examination at the same time. 
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One hundred ahd ten lieutenants have been examined. Ten first 
lieutenants, nine second lieutenants, and six third lieutenants were 
reported for removal, and have been removed. The vacancies thus 
created in the first and second grades were filled by xiromotions, and 
the vacancies in the lowest grade will be filled by qualified persons 
selected at large. The examination of the remaining officers will be 
continued. 

The condition of the marine hospitals has been imxiroved during the 
past year. This result is largely due to Dr. J. S. Billings, of the Sur
geon GeneraPs Office, who has visited nearly all of them, and through 
whose advice many imxDortant changes have been made. 

No appointment has yet been made of a suxierintendent under the 
act of the last session. The authority therein granted to appoint a 
superintendent is desirable, although the salary does not appear to .bo 
sufficient. I however recommend such an. alteration of the law as will 
permit the President to detail a surgeon of the Army or Navy to per
form the duty of superintendent, without any addition to his x)ay other 
than his necessar3' traveling expenses. With such authority, the De
xiartment could have the benefit of the services of Dr. Billings, or some 
other competent surgeon, with less expense than would be involved in a 
regular appointment, even with, the present salary. 

Five of the principal ports of the country. New York, New Orleans, 
San Francisco, Baltimore, and Philadelphia, are without hosx)iî al accom-
jnodation.s, and provision is made for the patients by contract Avith hos
pitals or private parties. The War Department is in possession of a 
very desirable hospital at New Orleans, known as the Sedgwick Hospital, 
aiid*I earnestly recommend the passage of an act by which the building 
may be transferred to the Treasury Department for a marine hospital, 
and an axixiropriation made for the purchase of the land on which it 
stands. At the last session the attention of Congress was called to the 
subject of transferring David's Island, at New York, from.the War De
partment to the Treasury Department, for the establishment of a marine 
hospital. This recommendation, is now respectfully renewed. 

In compliance with the act of July 1, 1870, in reference to the seal 
fisheries, xiroposals w êre issued and bids received for the exclusive right 
to the fisheries for the term of twenty years. The x'>hraseology emxiloyed 
in the act warranted the interpretation that the contract should be 
awarded to the Alaska Commercial Company if their proposition was as 
favorable to the Government as that of any other party, and upon that 
basis the contract was awarded to that company. A copy of the con
tract and of the xiapers connected therewith will be transmitted to 
Congress. 

About eighty-six thousand seal-skins have arrived at San Francisco, 
as the product ofthe year 1869, on which the owners have xiaid one dol
lar each, as required by the sixth section of said act. 

I consider it my duty to call the attention of Congress to the 
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inadequacy and inequality ofthe salaries of the officers in the Treasury 
Department, as fixed by law. The offices recently established are 
supported by xiroper salaries; but the salaries attached to man3^ of those 
created at the organization of the Government are insufficient. As a 
temporary means of alleviating the admitted evil. Congress has, from 
time to time, and for many years, annually made apxiroxiriations, to 
be used at the discretion of the Secretary, for additions to salaries of 
officers in the Department. In the nature of the case, this is a dis
agreeable duty for the Secretary to x^erform, is usually unsatisfactory^ to 
the parties interested, and the result has not the sanction and support 
incident to a system of specific salaries established by law. At the 
Xiresent time the sum of $21,300 is distributed by the Secretary in his 
discretion. After a careful examination of the subject, I find that an 
additional appropriation, not exceeding $16,000 a year, will be sufficient 
to provide adequate salaries for the officers of the Treasury Dex:)art-
ment. 

The act of 1853 in regard to the examination of clerks has been 
observed by this Department, and with beneficial results. I t is worthy 
of consideration, however, whether it would not be wise to provide by 
law for an examining board, the majority of whose members should not 
be officers of the Department to which the clerk is to be assigned, in case 
of appointment and approval. This system should also be extended to 
the x^rincipal custom-houses and revenue offices of the country. By such 
an arrangement, adequate security would be taken for the character and 
qualifications of clerks, as far as they can be ascertained or tested 
without actual service in the discharge of official duty. I t is well under
stood, however, that no exaraination can furnish security that the per
son examined will x3rove satisfactoiy upon trial, and there should always 
be a speedy and easy method of removing such persons from office. I do 
not, therefore, accept the idea that the tenure of office for the clerks and 
employes in this Department should be changed. Indeed, I believe that 
the x')i''esent tenure of office furnishes the best security which the people 
of the country can have that the business of the Government will 
be efficiently and properly performed. The work of the Treasury Depart
ment does not differ essentially from the business done in banking houses 
and raer.chant^s counting rooms; and there is no reason why the tenure 
of office should be permanent in one case that does not axix)ly with equal 
force in the others. I t does happen practically that there are" in the 
Treasury Dexiartment, and in every bureau and office of it, men who have 
been connected with the service for several years, and who x^ossess all 
the knowledge derived from experience and tradition that is essential to 

, the performancccof their duties. 

Excluding the employ6s of the Bureau of Engraving and Printing, 
. and the messengers and laborers, there were 2,143 officers.and clerks 
connected with the Treasury Department at Washington on the 1st day 
Of November, 1870; and of these, 1,489 were in office on the 4th day of 
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March, 1869, leaving 654 as the total number of appointments made 
since that time. 

Previous to the war the business of the Department was so small that 
on the 1st of March, 1861, only 433 persons were emxiloyed, and of 
these fifty-seven are now in the service. One has been in office over 
fifty years, two others over forty years, one over thirty-five years, seven 
over thirty years, one over twenty-five years, ten over twenty years, 
fourteen over fifteen years, and twelve over ten years. 

These statements show that the changes in the Department are not so 
numerous as to deprive the service of the knowledge derived from 
experience. On the other hand, the introduction of new men secures 
additional energy and efficiency. Two errors x^revail in the community 
in connection with the subject. One is that under a republican gov
ernment every man has a right to an office. This is in no sense true. 
The only right is that of the people to elect and to have appointed to 
office persons best qualified to perform the work. The other error is 
that offices in the Treasury Department are x^zes which the young men 
of the country may wisely seek. Speaking generally, it is a misfortune 
to a young man, who possesses even ordinary capacity for business or 
labor, to remain x>ermanently in the public offices of this city. I t is, 
however, true that many of the most valuable clerks in the Treasury are 
young men who are i)̂ iî s îing xirofessional studies, or who, having com
pleted the course, remain from one to four years in the Dexiartment with 
the purpose, by industry and economy, of securing a small amount of 
monej' with which to commence active life elsewhere. A system of life 
tenure would exclude all these men from the service, unless they choose 
to accex)t it as a x^^Tmanent x^ui'suit, Avhich in the main Avould be an 
injury to them and to the country. 

I am also fully convinced that any more xiermanent tenure of office 
would materially impair the efficiency of the revenue system. There 
are many thousand.men eraployed in the customs and internal revenue 
service, and, however careful the xireliminary examination might be, the 
evils which now imxiair its efficiency AVould undoubtedly exist. No sys
tem of examination could exclude all those who are dishonest, or who, 
under the pressure of necessity or the offer of sudden wealth, might 
yield- to temptation. I t often haxipens, and it Avould happen under 
any system, that men are found who are honest, temperate, and ap
parently capable, and yet lack the energy or the courage essential to 
the enforcement of the revenue laws—a duty Avhich often requires 
sagacity and a kind of intelligence too subtle foi discovery through for
mal questions. Men who are thus unqualified should be removed from 
olfice, and this without an investigation, which, indeed, might furnish 
nothing tangible in justification of the act. So, too, in custom-houses or 
collection districts, a branch of the service will fail to meet just expec
tations, although no dishonesty may be traceable to any xierson con
nected with the office. In such cases the interests of the Government 
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demand a change, and a change must be made Avithout a hearing of the 
parties concerned. 

I may be warranted in saying in this connection that the evil of office-
seeking, although great, is probably exaggerated in the public mind. I t 
is true that there are more applications.for appointment to office in the 
Department than can be inet, but the number of applicants who are 
well qualified, and who could pass any proper examination, is not usually 
very large. Outside of the Department, and in the several States and 
districts of the country, the nuraber of applicants for local offices does 
not often exceed three or four to each office, and occasionally there are 
not more than two who are really so presented as to be considered in 
connection with the appointment. 

In justification of the present tenure, and as a proper recognition of 
the services of the officers and clerks employed in this Department, I 
express the opinion that the business, upon the whole, is not only done 
in a satisfactory manner, but that it Avill compare in accuracy and effi
ciency with the business of the country generally, which is carried on 
by corporations or individuals. 

In my annual report of December last, I advised the continuance of 
the existing system of taxation as an essential condition to the success 
of the xiroposed loan. The circumstance that war was declared between 
France and Prussia simultaneously with the passage of the loan bill put 
it out of the poAver of the Department to make the negotiation as had 
been expected. The large revenues, however, of the Government con
tinuing without material abatement until the present time, imx')roved 
the credit ofthe country, enabled the Treasury Dexiartment, by weekly 
liurchases, to reduce the amount of surxilus bonds offered for sale, and 
contributed to depreciate the market value of gold. 

I also expressed the oxiinion that the settled policy of the country 
should contemplate a reveuue sufficient to meet the ordinary expenses 
of the Government, pay the interest on the xmblic debt, and from 
twenty-five to fifty millions of dollars of the x^iincipal annually. The 
reduction of the public debt since the 30th day of June last has been so 
great as to render it certain that the total reduction for the xiresent fiscal 
year will exceed sixty millions of dollars. The natural increase of the 
business ofthe country during the next eighteen months is likely to be 
such as to show a surplus for the fiscal year ending June 30, 1872, of 
about forty millions of dollars. 

The principal of the pubhc debt on the last day of NoA-̂ ember, 1870, 
not deducting moneys on hand, Avas $2,418,673,044 43. Of this amount 
$395,269,237 08 was represented by United States notes and fractional 
currency, not bearing interest. The banks of the country, acting within 
the authority of existing laws, will require about $393,000,000 of bonds 
to be xilaced on deposit as security for their circulation. Should the 
present system of furnishing a paper circulation for the country, partly 
by the Treasury and partly by the national banks, be continued, or the 
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entire circulation be furnished by the Treasury, or by the banks, the 
credit of the United States Avill be the security for the redemption of the 
notes. From this vicAV of the policy of the country it follows that about 
$800,000,000 of the public debt Avill remain unxiaid, existing either in the 
form of treasury notes in circulation without interest, or in bonds owned 
by the banks and held as security for the redemption of their notes, 
and that only about $1,600,000,000 of the principal of the debt is subject 
tp xiayment. 

The financial prosxiect, although highly faA'orable, is not such as to 
warrant iraportant changes in thereA^enue system a t the present session 
of oCongress; but should the result during the coming year meet my 
expectations, it Avill be possible at the December session of the forty-
second Congress to make a A êry material reduction in the revenues 
Avithout imxiairing the ability of the GoA^ernment to raake satisfactory 
payments of the public debt The reduction already made has been 
advantageous to the countr}- not only in the xiarticulars indicated, but in 
other respects hardly less important. There is much CA^dence tending to 
show that no other event since the conclusion of the war has contributed 
so much to the diffusion of republican opinions in Europe. The spread 
ot these opinions stimulates emigration from Europe, and at the same 
time X3repares the Avay for the establishment of free institutions on that 
continent. Nor can there be any doubt that a policy accepting the debt 
as xiermanent would retard emigration from Europe, especially of the 
reading and reflecting classes. 

Whatever arguments may be adduced, or whatcA^er theories advanced? 
the fact must CÂ er remain that a public debt is a public evil. I t is 
especially burdensome to the laboring classes, and it is, therefore, in their 
interest to xirovide for the constant reduction of the existing national 
debt. This x^olicy will not xirevent such changes in the reveuue system 
from time to time as Avill equalize the inevitable burdens of our present 
condition; and Avithin a comparatively short period the taxes may be 
removed from many articles of x r̂ime necessity. I t is the occasion of 
satisfaction that no other nation ever passed through a great war with 
so. slight a shock to industry and business. Specific information, and 
general intelligence from various parts of the Uuited States, show that 
all classes, and especially the laboring classes, are in the enjoyment of 
more than average prosperity, Avhether tested by the experience of this 
country, or by the present condition of other nations. 

No reason can be fo.und, howcA^er, in the favorable condition of public 
and priA^ate affairs, for neglecting any proper means for equalizing and 

° diminishing the burden of taxation; but it does justify the statement that 
the nation can make provision for the public debt, in the manner recom
mended, Avithout embarrassing its industry or retarding its progress. 

GEO. S. BOUTWELL, 
Secretary of ilie Treasury. 

Hon. JAJMES G. BLAINE, 

Speaker ofthe House of Eepresentatives, 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1870



REPORT 

OF THE 

SECRETARY OF THE TREASURY 

TREASURY DEPARTMENT, 

December 4, 1871.. 

SIR : The coimtry has been prosperous duriug the year now closing, 
and the public finances have shared in the general prosperity. 

During the fiscal year ending June 30, 1871, the reduction of the 
pubhc debt was $94,327,764 84. The total decrease in the public debt 
from March 1, 1869, to December 1, 1871, was $277,211,892 16; and 
during the same period the annual interest charge has been reduced 
$16, 741, 436 04. 

The revenues for the year 1871, and the receipts since the first 
of July last, show that the time has arrived when a considerable 
further reduction in taxes can be made, and j&t leave the Grovern
ment in a position to pay at least fifty millions of* dollars annually 
of the principal of the public debt, including the amount pledged 
through the sinking fund. In my annual report to Congress for 1870, 
I expressed the opinion that the settled policy of the country should 
contemplate a revenue sufficient to meet the ordinary expenses of the 
Government, pay the interest on the public debt, and from twenty-five 
to fifty millions of dollars ofthe principal annually. To that opinion 
I adhere, with even a stronger comdction that the payment annually 
upon the principal of the public debt should no,t be less than.fifty 
millions of dollars. 

Large as the revenues of the country have been dnring the last 
three yeaxs, our system of taxation has no't been oppressive to individ
uals, nor has it in any sensible degree embarrassed the business 
of the country ]. and while relief from taxation is desirable it is yet 
more desirable to maintain the public credit in^its present elevated 
position, not only as an example to other nations, but for its historical 
value in enablinor the Government to make loans for lar^^e amounts 
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upon favorable terms if, unhappily, in the future an exigency should 
require such loa^ns to be made. 

The power to negotiate a large loan at five per cent, interest^ 
and to enter upon negotiations for the sale of bonds bearing ^Y^^ 
four-and-a-half, and four per cent, interest, is derived entirely from 
the exhibition of an.honest purpose on the part of the people to 
maintain the public faith, and the consequent ability on the part of the 
Government to answer that expectation by large and frequent pay
ments upon the public debt. 

The revenue from customs for the fiscal year 1871 was greatly 
in excess of the estimates, amounting to $206,270,408 05, against 
$194,538,374 44, for the preceding year. The cost of collecting this 
revenue was $6,560,672 61, for 1871, being three and eleven hundredths 
per cent., while the cost for the year 1870 was $6,237,137 25, or three 
and twenty hundredths per cent. 

The appropriation for the coUection of the customs, with the addi
tions derived from fines, penalties, and forfeitui'es, exceeded the expen
ditures by the sum of more than eight hundred thousand dollars, and 
there is no doubt that the permanent appropriation will be amxile for 
the present year, and for the next fiscal 3^ear. 

The reduction of the rates of duty on the 1st of January, 1871, 
under the act of July 14, 1870, diminished the impoitation of many 
articles during the last six months of the j^ear 1870, but there was 
consequently a large addition to the revenues for the first six months 
of the year 1871.* 

A comparison of. the first six months of the calendar year 1871 
with the first six months of the calendar year 1870, shows an increase 
of fifty-five per cent, in the quantity of tea imported, twenty per cent. 
in the quantity of coffee, fifty-three per cent, in the quantity of brown 
sugar, one hundred and twenty per cent, in the quantity of pig iron, 
one hundred and eighty-six per cent, in the quantit^^ of melado, one 
hundred and thirty-nine per cent, in the quantity of spices, and a large 
increase in many other articles. 

The probability is that the customs revenue for the current year 
will exceed that for the year 187.0-71. 

The receipts from internal revenue were $143,098,153 63, being 
$4,048,984 29 less than the estimates presented to Gongress in Decem
ber last for the fiscal year ending June 30, 1871. The estimates for 
the current fiscal year were $126,418,000, and it is probable that the 
.receipts will be equal to the estimates. 
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The net receipts for the fiscal year ending June 30, 1871, were as 
follows: 
From customs $206, 270, 408 05 
From internal revenue 143, 098,153 63 
From sales of pablic lands 2, 388, 646 6S 
From miscellaneous sources 31, 566, 736 53 

383, 323; 944 89 

The exiienditures for the same period Avere: 
For civil and miscellaneous jiurposes $69, 498, 710 97 
For War Department- *35, 799, 991 82 
For ]S}"avy Department- 19, 431, 027 21 
.For Indians 7, 426, 997 44 
For Pensions - 34, 443, 894 8S 
For interest on the public debt 125, 576, 565 93 

• 292,177,188 25 

The miscellaneous revenues for the fiscal year ending June 30, 1871, 
were derived from the following sources: 

Premium on sales of coin $8, 892, 839 95 
Fees from United States consuls 565^563 24 
Storage, rent, labor, &c., at custom-houses. 414, 310 61 
Fines, penalties, and forfeitui?es for violations of cus

toms laws -̂  952, 579 86 
Fees on letters patent ' 620, 319 11 
Tax-on circulation, deposits, &c., of national banks. . 6, 003, 584 32 
Eepayment of interest by Pacific railway companies. 813, 284 75 
Homestead and other land fees 645, 923 17 
Steamboat fees and marine-hospital tax. 385, 535 16 
Proceeds of sale of coin-interest on sinking and spe

cial funds 7, 701, 662 73 
Judiciary—fines, penalties, and forfeitures : -. 75, 836 30 
Tax on seal-skins. 101, 080 00 
Eeimbursement to the United States for salaries of 

storekeepers in internal revenue bonded warehouses. 557, 235 41 
Directtax , . - 580,355 37 
Emolument fees ,. - 585, 887 69 
Parting charges—refining gold and silver bullion 211, 721 14 
Proceeds of Indian trust lands 1,140,120 28 

=!'-rhis Is the net amount after deducting $8,280,093 13 repaid into the Treasuiy as proceeds of 
sales of ordnance, etc. The true expenditures were .̂ 14,080,084: 95. 
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Accrued interest on, and proceeds of sale of, Indian 
trust-fund stocks, and interest on deferred payments 
on Indian-trust lands $387, 921 01 

Eeimbursements to the United States for moneys ad
vanced to meet matured interest on non-paying 
stocks held in trust for various Indian tribes 35, 535 00 

One,, two, three,, and five-cent coinage 150, 000 00 
Unenumerated 745, 441 43 

31, 566, 736 53-

The receipts fbr the first quarter of the present fiscal year were: 

From customs. $62,289, 329 37. 
From internal revenue 35, 553,175 01 
From sales of public lands 602, 680 61 
From miscellaneous sources 8, 753,189 61 

107,198, 374 60'-

The expenditures for the same period, excluding payments on account 
of the sinking fund, were: 
For civil and miscellaneous purposes $16, 579, 732 46 
For War Department 12, 590, 653 05 
For ]N âvy Department 6, 513, 040 93 
For Indians : - - - - 3, 404,133 42 
For Pensions . . - - 8, 090, 698 69 
For interest on the public debt 36, 725,124 37 

83, 903, 382 92 

The estimated receipts for the remaining three quarters of the pre. 
sent year, are as foUoAvs: 
From customs - - -. $148, 000, 000 00 
From internal revenue - - 90, 000, 000 00 
From sales of public lands : 2, 000, 000 00 
From miscellaneous sources - 18, 000, 000 00 

258, OOO 000 00 

The estimated expenditures for the same period, excluding payments 
on account of the sinking fund, are: 
For civil and miscellaneous purposes $50, 000, 000 00 
For War Department 31, 000, 000 00 
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For ISTavy Department $13, 500, 000 00 
For Indians 6, 000, 000 00 
For Pensions 24, 000, 000 00 
For interest on the pubhc debt 85, 000, 000 00 

209, 500, 000 00 

These estimates show a balance applicable to the payment of the 
principal of the public debt for the fiscal year ending June 30, 1872, 
$71,794,991 68. 

The receipts and expenditures for the fiscal year ending June 30, 
1873, are estimated as folloAvs: 

RECEIPTS. 

From customs 
From internal revenue 
From sales of pubhc lands . . . 
From miscellaneous sources 

$212, 
126, 
3, 

000, 
000, 
000, 

18,000, 

359, 000, 

000 
000 
000 
000 

000 

EXPENDITURES. 

Legislative establishment $3, 421, 812 40 
Executive establishment 17, 443, 531 38 
Judicial establishment- - 3, 383,350 00 
Military estabhshment 31, 422, 509 88 
ISTaval estabhshment 18, 946, 088 95 
Indian affairs 5, 445, 617 97 
Pensions • -• 30, 480, 000 00 
Public works under Treasury Dep't -. $3,104,500 00 
Public works under Interior Dep't . . . 244, 800 00 
Pubhc works under War Dep't 14, 609, 662 97 
Pubhc works under ISTavy Dept't 1, 483,100 00 
Public works under Agricultural Dep't, 26, 500 00 

19,468,562 97 

Postal service 5, 474, 001 00 
Miscellaneous 11, 258, 325 44 
Permanent appropriations : 126, 281, 974 00 
Sinkingfund 22, 895, 930 00 
Interest upon the capital of the sinking fund 5, 783, 333 00 

301, 705, 036 99 
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These estimates show a balance of $57,294,963 01 applicable to the 
payment of the principal of the debt, in addition to tbe sum of 
$28,679,263 due on account of the sinking fund, or the sum of 
$85,974,226 01 in all. 

In the estimates for the next fiscal year I have not included in the 
receipts the premium on gold which may be sold, nor in tlie expenditures 
the premium Avhich may be paid on bonds iio be purchased in cuiTency. 

In the suggestions I have the honor to make in reference to the re
duction of taxes, I keep in view tAvo important facts: first, that the 
ability of the nation to pay at least fifty millions annually of the prin
cipal of the public debt shall not be impaired ; and, secondly, that in 
the change of the reA^enue system no Adolence shall be done to the busi
ness interests of the . country. While, I do not undertake tq state 
precisely the causes A\̂ hich have contributed to the public prosperity, 
there is no substantial reason for questioning the truth of the statement 
that the last few years have been the most prosperous in the history of 
the country 5 j^ears AAdthont exa^mî le in our own affairs, and without 

r parallel in the affairs of any other GoAT êrnment. 
.It is practicable to dispense Avith all rcA^enue from internal sources 

except that deriA^ed from stamps, spirits, tobacco, and malt liquors. 
These sources should furnish for the year 1872-^73 a revenue of about 
one hundred and ten millions of dolla,rs, making a reduction of taxes 
of sixteen millions of dollars. The rcA^enue from customs under exist
ing laAvs, â nd from lands and miscellaneous sources, would amount to 
about tAVO hundred and thirty-three millions more, making a total 
revenue fbr tliat year of three hundred â nd, forty-three millions of 
dollars. 

The expenses of the Goyernment, not including the amount payable 
on account of the sinking fund, are estimated at $273,025,773 99. 

If to this sum be added fifty million s of dollars for payments on account 
of tlie public debt, including the amount due onthe sinking fund, there 
remains a balance of about tAA'cnty millions, AAdthin Avliich reductions 
may be made in the revenue from customs. This amount, added to the 
reductions proposed under the internal rcA^enue laws, giA ês a total 
reduction of tliirty-six millions. 

Ill this Anew, I respectfully recommend, to the consideration of 
Congress the reduction of the duties on salt to the extent of fifty 
pel* (jent.; the duty on bituminous coal to fifty cents pei' ton 5 the 
redu(;tio.n of the duty on raw hides and skins ] and the remoAral of all 
duties from a lai'ge class of articles produced in other countries, which 
enter into the axts and manufactures of this country, and. Avhich a.re 
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not produced in the. United States, and the revenue from Avhich is 
inconsiderable. Such a, list, with tlie revenue deriA^ed from eacli article, 
is in course of preparation, and will be submitted to Congress. 

The remoA^al of duties from a large class of articles used in manufac
tures, aani the reduction of the duties upon coal, furnisb. an opportunity 
for a moderate decrease in the rates of duties upon those products 
Avhose cost Avill. be.diminished b}^ these changes. 

Wiiile nothing, as the consequence of legislation, could be more dis
astrous to the public prosperity than a policy which should destroy or 
seriously disturb the manufacturing interest of the country, it is still 
possible, by wise and inoderate changes adapted to the condition of 
business and labor, to reduce the rates of duties with benefit to CÂ ery 
class of* people. 

The average premium on gold for the year 1868 A7a,s 39.54 pei' cent.; 
for the 3^ear 1869 it AÂas 32.56 jier cent, xiremium; for the year 1870 it 
Avas 14.83 per cent, preinium ; and for the first eleven months of thfe 
year 1871 it AÂas 12,1 per cent, premium. The value of the paper cur
rency of the country during th^ years 1869 and 1870 was apparent^ 
appreciated by the increased use of pamper money in the South, but 
chieflA' by the establishment of the credit of tbe TJnited States upon a 
firm basis. On the first of Ja,n.uary, 1871, the last-named fact Avas 
fully accomplished, and since that time the a^piireciation of tlie paper 
currency has been due Avholly to the increa.sed demand for it in the 
business affairs of the country. The difference between the value of 
paper money at the present moment and its A âlue on the first of De
cember, 1870, ma}' be attributed to the latter cause, aaid furnislies the 
best means Avhicli the country has yet had for ascertaining the quantity 
of i:y;iiier currency AAdiich can be used and its A âlue kept at par with gold. 

The result of this test concurs Avith what seems to me to be the best 
opinion upon the subject, tha t the amountof paper money in circula
tion is still so great that it cannot be maintained in Aî alue at par with 
coin. There are two modes of relief: One is to reduce the volume of 
currency, as Avas recommended by me in 1113̂  ajinual report submitted to 
Congress in Deceinber, 1869 j the other mode is to await the groAvth 
of tlie country, and the increasing demands of business, Avhich in time 
Avill produce the desired result. 

The chief means of securing the end sought, Avithout a reduction in the 
volume of currency, would be the use of paper money upon the Pacific 
coast. With this object in. AncAv, steps have already been taken by this 
Department for the purpose of ascertaining Avhether it is practicable to 
substitute paper for coin, and I bave reason to anticipate that a cbange 
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mâ y be made in the laws reia<ting to ISTational Banks tending to that 
result, Avhich AAdll hot affect unfaA^orably the general cliaracter of the 
vsystem. 

It is my dutA^to call the attention, of Congress to the importance of 
abolishing the system of shares in moieties, as far as the benefits inure 
to reA^enue officers, and other persons officially connected Avith the GOA-
ernment. This measure AA'-as recommended in inj last annual report, and 
a statement was submitted to Congress shoAving the amount recelA^ed 
b̂ ^ officers of customs, together Avitli a bill increasing their salaries 
Avithout any it! crease of appropriations fromthe Treasury; the sum 
now paid from moieties being quite sufficient to place the entire force 
upon a satisfactory footing in regard to pay. 

During the last fiscal 3'ear the office of collector and surA^eyoi; of the 
port' of E'cAv York eacb. received from moieties the sum. of $49,215 69« 
and the naval office the sum of $48,195 59. 

In most of the cases the officers do not perform special services enti
tling them to the amounts granted, and imiiorters and others Avhose acts 
are made the subject of iiiA^estigation, cbmplain, and, I tliink, with just 
reason, that the agents of the GoA'ernment have a pecuniary interest 
in pursuing those charged Avith Adolations of the laAv. The Govern
ment ought to pay fair, salaries, and rely upon the good faith of its 
officers for the performance of tlieir duty. One of the difficulties Avhich 
the Department has to meet, frequently is, tha-t customs officers have 
an interest in proceedings fbr the discoA^ery of .fraud, the settlement of 
cases, or the prosecution of them, Avhich is different from the real in
terest of the Government; and, as a necessary result, the conduct of 
such officers is open to susjiicion, both on the part of those AÂho are 
pursued by them, and the GoA^ernment that they ostensibly represent. 

I t may be deemed expedient to leave the laAv as it now stands in 
regard to informers AAdio are not officers, making it a penal offense for • 
any officer to enter into an arrangement Avith an informer for any 
share of the proceeds of the information, and giving to the informer 
perxietual right of action for tlie recoA^ery of any money or othei' A'-al
uable thing paid or giA ên to an officer engaged in the discovei'v or 
Xirosecution of a fraud or legal Avrong against the Government. 

The report of the Comptroller of the Currency shoAvs that one hun
dred and fbrty-fi.ve bauks liaA ê been orga-nized under the act approved 
July 12, 1871, providing for the issue of fifty-four millions of dollars 
of additional bank circulation, and tha,t the sum of $22,333,900 has 
been issued. 

By virtue of the same act, the Treaisury has redeemed $22,230,000 
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of the three per cent, certificates then in circula^tion, leaAdng the sum 
of $23,490,000 now outstanding. I take the liberty of suggesting, 
that it appears to me to be wise to leaA ê the distribution of the circu
lation authorized by said act as it IIOAV stands. 

Should the States that liaÂ ê already received their proportion of 
circulation be authorized to take Avhat ma;y remain, only a brief period 
win elapse before a demand will be made from States Avith limited 
circulation for an increase. I t seems prudent, therefore, to reta;in the 
balance of the fifty-four millions for distribution in those States now 
haAdng a> claim to it, on the basis of equality of apportionment. 

The details of the subscription to the Loan shoAÂ  that the ISTational 
Banks, liaA ê, upon the whole, acted liberal^—more than a huncked 
milhons of dollars having been, subscribed for by them on their own 
account. 

It is not unreasonable to tend^er to these institutions the opportunity 
to subscribe for bonds under the act of July 14, 1870, to an amount 
equal to the deposits required of them as security for circulation, and 
to couple that offer with a provision that, after ninety daj^s, to the 
extent that the offer may be declined, other banking associations may 
be formed in the scA^eral States AAiiere the existing banks shall haA ê 
failed to make the requii:ed subscription, and the circulation trausferred 
from such banks to the new associations. 

The banks now organized cannot justly complain, if, haAdng an op
portunity to pursue the business upon the UCAV bonds, and declining it, 
other associations shall succeed to their franchises and rights. 

The business of the Bureau of EngraAdng and Printing has been 
carried on Avith diligence during the year, and Avith satisfactory results. 

Although some efforts have been made at counterfeiting the special 
papers used b}^ the Depgi'tmeut, they have not been successful, and the 
specimens'captured are so crude as not to excite serious apprehensions 
as to ultimate success. 

Since the first of July, 1869, seventy million sheets of paper have 
been manufactured, all of which liaÂ ê been accounted for on the books 
of the Department. 

I respectfullj' recommend that an appropriation be made for a ncAv 
issue of national bank, notes. Those now in use are much Avorn and 
Â ery successful counterfeits of scA^eral denominations liaA ê appeared. 

The public building used as a custom-house, court-house, .and post 
o.ffice, at Chicago, was destroyed by the great fire on the 8th of October 
last. The exterior Avails rcDiain, and the building could be repaired, 
but, anticipating tbe growth of Chicago and the magnitude, of its 
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public business, I adAdse the erection of a building suited to the Avants 
of a first-class city. 

I t is important that a much larger jpiece of land should be obtained, 
either by addition to the present lot or by the purchase of another 
site. On the 18th of October last, I Avrote a letter to Governor Palmer, 
asking him. to recommend to the Legislature the passage of an act 
granting authority to the courts of the State of Illinois to condemn 
such land as might be required, in case the GoA^ernment should be 
unable to obtain it by purchase at a reasonable price, payment to be 
made upon an appraisal. In every case, the site for a budding erected 
by the GoA^ernment fbr public uses should be large enough to separate 
it from all other structures, thus furnishing sufficient light for the 
prosecution of business, and adequate security also against fire and 
the dei3redations of laAvless persons. It is hardly necessary to say, 
tha;t in the existing condition of affairs at Chicago, it is important that 
an appropriation, aA^ailable during the present fi seal yeax, should be 
made Avithout unnecessary delay. 

Since my- last annual report, the Supervising Architect has completed 
the custom-house, court-house, and post office, at Portland, M'aine; 
the court-house and post office at Des Moines, Iowa; the court-house 
and post office at Madison, Wisconsin; the appraisers' stores at Phila
delphia ; and the assay office at Boise City, Idaho. 

It is now expected that the custom-house and post office at St. Paul, 
Minnesota; the marine hospital at Chicago, Illinois; the court-house 
and post office at Astoria, Oregon; the custom-house at Machias, Maine; 
the branch mint at San Francisco, California; and the custom-house a,t 
Cairo, Illinois, will be finished and ready for use by the first day of 
July next. At that time there Avill remain, in an unfinished condition, 
'the court-house and post office at Columbia, South Carolina; the cus
tom-house at 'Ee^Y Orleans, Louisiana; the custom-house at Charleston, 
South Carolina; the court-house and post office at KnoxAdlle, Tennessee; 
the custom-house and post office at Portland, Oregon; the court-house 
and post office at 'New York; the post office and independent treasury 
at Boston, and the .custom-house and post office at Omaha, ISTebraska. 

The prosecution of these works—four of which are of great impor
tance—in connection Avitlipublic buildings to be erected at Chicago, and 
the erection of marine liospitals at Pittsburg, San Francisco, and ISTCAV 

York, will, in my opinion, sufficiently occupy the SuperAdsing Architect 
of the Treasury and the force at his command. I cannot, therefore, 
adAdse appropriations for other ]3ublic buildings until some of those in 
process of construction shall have been completed. The points at 
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AAdiich the erection or repair of pnblic buildings is most needed are 
Hartford, Indianapolis, Cincinnati, and St. Louis. 

Under an act passed at the last session of Congress, appropriating-
tAÂo hundred thousand dollars for the purpose of more effectually secur
ing life and property on the coasts of ISTew Jersey and Long Island, a 
careful examination of the coast and of the life-saAdng stations has 
been made by experienced officers of the rcA^enue service. In accord
ance Avith their report, proposals were iuAdted and accepted for the 
erection of fourteen new houses on the coast of NCAV Jersey and six 
upon the coast of Long Island. Eepairs are also making upon the old 
houses on the Long Island coast. 

The operations of the coast survey, which are under the administra-
tiA ê direction of this Department, have been prosecuted with the usual 
energy, as Avill be seen from the brief report of progress made b̂ ^ the 
Superintendent, in advance of the usual detailed report, Avith maps, 
annually submitted to Congress. 

The surA'ey ofthe Atlantic coast is now rapidly approaching comple
tion, that of the Gulf coast is more than half finished, and the Avork on 
the Pacific coast is being pressed foinvard Adgorously. 

The estimates submitted substantially conform to the appropriations 
for the present year. An increase is asked for the item of extending 
the triangulation across the country to the Pacific ocean, great interest 
having been manifested by the authorities of the States traversed in 
the prosecution of the Avork. 

The business entrusted to the Light-House Board is one of the most 
important branches of the public service in the control of this Depart
ment, and I am ablej to state that it is conducted Avith fidelity and 
with, reference solely to the maritime interests of the country. 

The estimates made by the Light-House Board exceed the appropri
ations for the present year but they appear to be necessaiy, and I 
respectfully recommend them to the consideration of Congress. 

Under an act of Congress, approved July 30, 1870, Dr. John M. 
WoodAvorth has been aiiiiointed SuperAdsing Surgeon of the Marine 
Hospital Service. His administration is satisfactory to the Department. 

The average number of hospital patients for the fiscal year ending 
June 30, 1870, Avas one thousand and sixteen, and for the year ending 
June 30, 1871, one thousand one hundred and ninety-eight. The total 
cost of the serAdce for the first-named year was $405,624, being an 
average, for each patient, of $1 09 per day; and for the latter year 
$453,082 42, or an aA^erage of $1 04 per day. 

In the" first-named year the hospital tax was $168,153 70, and in 
the latter year it amounted to $293,592 14. 
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The SuperAdsing Surgeon is of opinion that pavilion hospitals a.re 
better adapted to the successful treatment of the sick than the ordi
nary buildings of brick and stone, while the expenses are only one-
fourth as great. ' 

In accordance with his suggestion, I recommend an appropriation of 
fifty thousand dollars for the purchase of land and the construction of 
a pavilion hospital at Pittsburg, Pennsylvania. The present hospital 
is situated in the vicinity of iron mills and raihvays, and as it can be 
sold for about seventy thousand dollars, the GoAT êrnment will be fully 
reimbursed for the cost of a new hospital, Avhile the comfort of the 
patients will be promoted. 

An estimate has been made that the sum of fifty thousand dollars 
will be sufficient for the construction of a paAdlion hospital on Angel 
Island, in the Bay of San Francisco, sufficient to-accommodate one hun
dred and fifty patients, and I also recommend an appropriation of that 
amount for that purpose. 

I also respectfully renew the recommendation, made heretofore, for a 
pavilion hospital near the city of ISTew York sufficient for the accom
modation of two hundred i)atients. 

The Eevenue Marine Service employs tAventy-five vSteam-A^essels and 
eight sailing A^essels. In addition to these, there are two large steamers 
upon the Lakes, not in commission, and tAvo schooners upon the coast 
condemned as not fit for duty. 

Of the six large steamers upon the Lakes, four only are in commis 
sion, and as the others are not needed, I have the honor to recommend 
that authority be given for their sale. 

During the last year four iron steamers haA ê been built—three of 
two hundi'ed and fifty, and one of three hundred and fifty tons burden. 
Under the existing appropriation of two hundred thousand dollars, the 
Department is about to issue proposals for four small iron propellers, 
tAVO for the Pacific and tAVO fbr the Atlantic coast. 

A further appropriation of tAVO hundred thousand dollars is heeded 
to enable the Department to carry into effect the recommendation of 
the Commission, Avhose report AÂas approA^̂ ed by the Department and 
submitted to Congress May 26, 1870. 

The plan recommended by the Commission, Avhen fallj adopted, will 
effect a reduction in the expenses of this branch of the service of about 
fiA^e hundred thousand dollars, or about thirt3^-four per cent, of the 
whole cost. The changes proposed contemplate the use of vessels of 
less tonnage, and a consequent reduction in the number of men employed. 

The expenses of the EcA^enue Marine Service for the year ending 
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June 30, 1871, Avere $1,251,984 52, against $1,138,393 31 for the pre
ceding year. The first quarter of the present fiscal year shows a reduc
tion in expenses of $83,201 42, as compared with the corresponding 
period of the preceding 3^ear. 

At the date of m^' last report, a board of officers Avas in session 
charged with the duty of examining the officers then in actlA ê serAdce. 
The report showed that fiA^e captains, ten first lieutenants, nine second, 
lieutenants, and ten third lieutenants, were not qualified for duty. The . 
persons found to be incompetent haÂ -e been discharged, and their places 
have been filled by promotion and b}^ the appointment of additional 
officers, after a competitive examination. 

There are several officers in the serAdce Avho, on account of age, are 
unfit for actiA ê dut}'. For the supply of officers in their places, and for 
the increase of the number of engineers, rendered necessary by the 
substitution of steam for sailing vessels, additional appropriations are 
required for the next fiscal year. This branch of the public serAdce is, 
upon the whole, in a satisfactory condition. 

During the third session of the 41st Congress a bill Avas submitted for 
the organization of a Mint Bureau. The bill passed the Senate but-
failed in. the House of EepresentatiAT-es; though not, as I am informed, 
from any objection to the principles on Avhich it was framed. I urgentty 
recommend the passage of a similar bill at the present session of Con
gress. All the Mints and Assaĵ ^ Offices are nominall̂ T^ in charge of the 
Treasui'y Department; but there is not, by authorit^^ of law, any per
son in the Departnient who, by Adrtue of his office, is supposed to be 
informed upon the subject; and no one oh Avbom the Secretar̂ T^ of the 
Treasury can officially rely for information or acMce in the manage
ment of this important branch of the public business. 

I t is estimated that the internal commerce of the countr}^ is fifteen 
times as great as our external commerce, but the statistics are not 
trustAvorthy or complete; and I respectfully recommend that provision 
be made for obtaining such returns as will show fully the trade of the 
country upon the rivers, canals, lakes, and raihvays. 

The report of Mr. Charles Bryant, Special Agent, Avho has had charge 
of the fur seal-fishery at the Islands of St. Paul and St. George, shows 
that the business has been conducted by the Alaska- Commercial Com
pany in substantial conformity to the terms of the contract. Mr. 
Bryant suggests an appropriation for the construction of a house upon 
each island, for the accommodation of the agents of the GoA^ernment, 
who at present a>re dependent upon the company for board and shelter; 
and, although I am not aware that any evil has resulted from the 
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arrangement, it is manifest that it ought not to be continued. It is esti
mated that an appropriation of five thousand dollars will be sufficient 
for a suitable building on each island. -

The a»gents chaxged Avitli the management of the seal fishery haA ê 
been detailed from the customs serAdce. As the full number of agents 
authorized by law is needed upon customs business, I respectfuUy 
recommend that authority be giA êii for the apxiointment of tAvo agents 
and tAVO assistant agents, and that a suitable a,ppropriation. be made 
for their salaries and. expenses. The necessity of two agents at each 
island is appaxent. The agents will desire to return to the States as 
often as once in two years; and, moreoA^er, it is wise for the GoA^ern-
ment to liaA ê not less than four persons in its employment connected 
with the caxe of the peoiile and the business ofthe islands. 

Mr. Bryant also makes suggestions as to further proAdsion for the 
care of the natives, which appear to me to deserve consideration. 

I again call the attention of Congress to the importance of increasing 
the salaries of the .Bureau Officers and Heads of DiAdsion in the 
Treasury Department. 

At present there is great inequality and injustice existing. The 
First Comptroller receives a salary of tiYe thousand dollars a year, 
Avdiile the Second Comptroller and other Bureau Officers, whose duties 
are hardly less important, receiA^e only three thousand dollars. The 
Sohcitor of the Treasury is upon a salary of three thousand Ave hun
dred dollars, AVhile the Solicitor of Internal EeA^̂ enue, whose duties are 
less important, receives a salaxy of four thousand dollars. 

The Heads of Division, in the Internal EeA^enue, receive salaries of 
twenty-five hundred dollars per annum, while in every other branch of 
the Treasury they are selected from, fourth class clerks, whose salaries 
axe fixed by laAv at eighteen, hundred doUars a yeax; .although, fbr scA^eral 
years an appropriation has been made from which the Secretary of the 
Treasury, in his discretion, has increased the salaries in his own office 
to tAventy-eight hundred dollaxs per annum. 

It is not an exaggeration to saj^ that the head of a diAdsion in charge 
of the loans, of the Avarrants, or of the sub-treasury accounts, occu
pies a position in Avhich the country and the Avoiid are more concerned 
than in that of the Collector of Customs at ISTew York; yet the latter 
officer receives more than fifty thousand dollars a year, while it is Avith 
difficulty that the former is able to secure the inadequate sum of 
tAventy-eigiit hundred dollars. 

The same remark might Avith truth be made of scA^eral Bureau Officers, 
and of persons in the office of the Treasurer of the United States. 
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In this connection, I also recommend an increase of the'jsalaiy of the 
SuperAdsing Surgeon of the Marine Hospitals. 
• I think it my duty to speak of the proAdsions of the actj creating the 

Department of Justice, by which the Solicitor of the Treasui'y and 
the Solicitor of the Internal Eevenue Office are made officers of that 
Department. The proper and essential duty' of the Solicitors is to 
glA'C adAdce to the Secretary and Bureau officers upon questions 
which axise in the daily business of the Department, j Under the 
existing system, the Attorney General is made nominally responsi
ble, while, in fact, he ought to be exempt from all responsibility for 
the adAdce given by these officers, that, upon a referenc(^ to him of 
questions which may liaÂ ê been previously Considered by tliem, he may 
be free to revise or rcA^erse their action. These officers should receive 
their a.ppointments through the Treasury Department, and be respon
sible to its head. I t is a fundamental error in administration, to place 
in one of the Departments officers deriving their aj^pointment fi'om 
another Department. i 

Should the Attorney General transfer these officers to fhe Depart
ment of Justice, as appears to have been* contemplated by the act, this 
Department Avould be deprived substantially of their services. I 
earnestly recommend the restoration of these officers to their former 
positions in the Treasury. i 

The examination of persons designated fox clerical serAdce, and for 
promotion in the Treasury Department, has been continued, Kvith bene
ficial results; and the examination is even more exacting in its require
ments than at the date of my last annual report. Means will be taken to 
extend the system, Avith such modifications as the difference of duties 
may suggest, but Avith equal efficiency, if possible, to the' principal 
custom-houses, and to other branches of the public service junder the 
control of this Department. j 

On the 28th of February last public notice A\̂ as given that on the Oth 
of the following March books would be opened in this counflry and in 
Europe for subscriptions to the Ii^ational Loan, under the act japproA^ed 
July 14, 1870, and the conditions on which the subscriptions [would be 
received AÂere also made known. All the nationalbanks, arid a large 
number of bankers both in this country and in Europe, were author
ized to receiA^e subscriptions. The first preference Avas given to sub
scribers to the fiA'C per cent, bonds, AAdthin the limit of two hundred 
miUions of dollars. On the 1st of August the subscriptions amounted 
to sixty-five millions seven hundred and seventy-five thousand ^ye hun
dred and fifty dollars, chiefly by the national banks. . 

II s R 
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Under date of July 14, 1871, a despatch, was receiA^ed from Hon. 
William A. Eichardson, Assistant Secretary of the Treasuiy, then in 
London, stating that certain bankers in Europe proposed to take the 
remainder of the tAvo hundred millions of fiA^e per cents, upon certain 
conditions. This proposition. Avas considered and modified, and early 
in August an agreement Avas made with Messrs. Jay Cooke & Co., 
representing bankers in Europe and in the United^ States. By the 
terms of the agreement, the parties represented by Messrs. Jay Cooke 
& Co. had the right to subscribe for the remainder of the two hundred 
miUions of said bonds, by giAdng notice thereof, at any time preyious to 
the first of April next, and by subscribing for ten miUions at once and 
for an aA êxage of at least fiA^e millions of dollars of bonds per month 
during the interA^ening time, subject to the right of the national banks 
to subscribe fbr fifty miUions of dollars Avithin sixty days from the 25th 
day of August. 

I t AÂas also agreed that the subscriptions shoidd all be\nade through 
national banks, and certificates of deposit therefor issued by said 
banks to the Secretaxy of the Treasui'y, bonds to be lodged Avith the 
Treasurer of the LTnited States fbr the amount of the deposit. By a 
printed circular issued on the 10th of August, 1871, it Avas announced 
that national banks making or obtaining subscriptions, pa3^able in coin, 
Avould be designated b̂ ^ the Secretaiy of the Treasuiy as depositaries 
of public money, on the usual condition of placing in the hands of 
the Treasurer of the United States bonds of the United States for 

-the security of such deposits;' and that, at the commencement of each 
month, notice would be given of the redemption of an amount of 
bonds equal to the amount of subscriptions in coin fbr the preceding 
month, interest to cease in ninety days from the^date of such notice. 

I t Avas also stated, in the circular that, as the bonds called should 
mature, the deposits would be drawn from the scA^eral banks propor
tionately. 

I t was further agreed that the subscribers to the loan should receive 
as commissions whatCA^er might remain of the half of one per cent. 
aUowed by law upon the two hundred iniUiohs, after paying the cost of 
paper for the bonds, fbr engraving, printing, advertising, delivery, and 
all other expenses of the same. 

Under this agreement the books Avere opened in this country and in 
Europe, and by the last of August subscriptions were obtained Tor the 
entire amount offered. 

On the fixst of September pubhc notice was giA ên that certain 
fiA^e-twenty bonds, to the amount of one hundred millions of doUars, 
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of the issue of 1862, specified b}^ number as neaiij^ as was practicable, 
according to the proAdsions of the act of July 14, 1870, would be paid 
on the first of December, and that the interest would cease on that 
date. Of the bonds so called, more than eighty millions of dollars are 
now in the jiossession of the Department; of Avhich amount, seventeen 
millions of doUars ha-ve been ]3aid in coin, and the remainder have been 
receiyed or deposited in exchange for the fiA^e per cent, bonds. 

Previous to September five per cent, bonds to the amount of 
$62,139,550, had been issued and payment made therefor. The work 
of delivering the bonds subscribed for at that date is UOAV going on, 
and under such circumstances as to leave no doubt that the whole 
business will be concluded in a. brief period of, time. 

By the act establishiiig the national banking sj^stem, the Secretaxy 
of the Treasury was authorized to make them depositaries of any public 
money, except receipts from customs; and the act authorizing the re
funding of the national debt directed the Secretary of the Treasur}^ to 
giÂ e three months' notice of the payment of any bonds Avhich, in such 
notice, might be specified and called for payment. In the same act it 
Avas pro Added that the money receiA^ed for the IICAV bonds should be 
used only in iiayment of bonds outstanding known as fiA^^e-twenty 
bonds. The statute proceeded upon the idea that the holders of fiA^e-
twenty bonds should receive three-months' interest upon their bonds 
after notice should be giA ên by the GoA^ernment. 

As this notice could be glA ên safely only upon subscriptions already 
made or secured, the general necessary result, even in case the money 
were paid into and held in the Treasury of the United States, Avould 
be a loss of interest fbr three months. 

On the 1st of August last the demand for the new bonds had nearly 
ceased; but, by the. agreement referred to, the necessary loss to, the 
GoA^ernment incident to the refunding of the public debt was made 
the means of securing subscriptions to the amount of about one hun
dred and thirty mUlions of dollars. 

The banks, or those represe.nted by the banks, deiwed an advantag^e 
in the use of the amount of their subscriptions for three months, but 
this without other loss to the Government than what Avas incident to 
the negotiation of the loan under the laAv. 

I am informed by Judge Eichardson, and such is my own opinion, that 
the most serious obstacle in the Avay of negotiating the four and four-
and-a-half per cent, bonds in Europe is the inadequacy of the coinmis-
sions allowed. When the circulax of the 28th. of February last was 
issued, one or two leading Europeian bankers declined to actj as agents. 
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and I am persuaded that others Avho accepted tlie a;gency failed to give 
that attention to the business Avhich Avould haA'e been bestoAved iqion 
it had the commissions corresponded more neaxly to those usually 
receiA^ed by them fbr the negotiation of public loans. The credit of 
the country is fully established in CÂ ery financial centre of Europe, 
and the bonds of the United States can be negotiated at their maxket 
A âlue in. a larger number of cities than the bonds of au}^ other country 
in the AÂ oiid. Under these cu'cumstances, I think it my duty to adAdse 
such an. aUow^ance for coiamissions upon the four and four-and-a-half 
lier cent, bonds as Avill secure the negotiation of them AAdth the least 
possible delay. I t needs no analysis of the subject to shoAv that the 
interests of the country wdll be greatly promoted by the proceeding, 
even though the commissions should seem, to be unnecessarily large. I 
also recommend that authority be given for the payment of interest 
in London. This can be done Avithout the least cost or risk to the 
GoA^ernment. 

Eeturns for the fiscal year 1870-'71 show tliat..ilie ocean commerce 
of the United States is passing rapidly into the hands of foreign mer
chants and shipbuilders. In the year 1860, nearly scA^enty-one per cent, 
of the foreign commerce of this country Avas in American ships; in 
1864, it had fallen to forty-six .per cent.; in 1868, to forty-four per cent.; 
and in 1.871, it is reported at less thaii thirty-eight per cent. 

The loss of the shipping of the United States is due chiefly to"two 
causes—first, the destruction of American vessels b^' rebel cruisers 
during the Avar; and, secondly, the substitution of iron steamships for 
the transportation of fi?eight and passengers upon the oceaxi, in iilace 
of ^sailing vessels and steamships built of Avood. 

When the Avar opened English builders of iron steamships had 
acquired considerable proficiency, and since that period the art has 
been carried to higher xierfection in Great Britain than in any other 
part of the world. I t is stated that the superiority of Britisli machinery 
and knoAvledge of the business by British mechanics giÂ e an adA ân-
tage over American shipbuilders equal at least to ten per cent, upon the 
cost of construction. They possess additional adA^antages in the cost 
of la-bor, the cost of iron, coal, and other materials, and in the rate of 
interest upon the capital einployed, equal in. all to about tAventy per 
cent, more, so that the difference in favor of British shixibuilders is at 
least thirty per cent. 

In considering the means for tlie restoration of our ocean commerce, 
two facts must be accepted: First, that it is useless to attemiit to revive 
it with wooden ships; and, secondly, that iron ships moA êd by sails 
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cannot compete Avith iron ships propelled by steam. Hence, the only 
practical questions for consideration are these: Can the (Construction 
of iron steamships be established in this country, and, if so, by what 
means ? 

The trans-ocean commerce of the United States Avould employ about 
six ndllion tons of shipping, if each vessel made but one round voyage 
in a year. The value of our exports and imports has already reached the 
sum of neaxly elcA ên hundred millions of dollars, and during the pre
sent decade it Avill exceed fifteen hundred mUlions of dollars annual^. 
The annua], returns for freight and passengers, are about one hundred 
millions of dollars. 

The history of the loss of our commerce, as shown in the statistics 
already giA ên, renders it certain that Avithout some efficient action on 
the part of the GoA^ernment, the entire foreign trade of the countiy 
Avill soon pass into the hands of our riA^als. 

The monopoty of the trade between the United States and Europe 
by foreign merchants and shipbuilders caxries AAdth it the monopoly 
of shipbuilding fbr the entire world, and, as a. consequence, the Atlan
tic trade, the trade of tlie Pacific, and the seas adj accent thereto, will 
be carried on in English-built steamers. 
. An alteration of the law by Avhich foreign-built' A^essels may be 

admitted to American registry will furnish iio adequate relief. On the 
contrary, the change AA'̂ ould sthnulate shipbmlding in England, Avhile 
the prospect of establishing i t on this continent womld diminish in 
proportion to the prosperitA^ of the business in the ship-yaxds of our 
riA^als. 

In Adew of the facts of our extensiA^e coast upon the Atlantic and 
Pacific oceans, and our position Avith reference to Europe and Asia, 
the country ought not to be satisfied with any policy Avliich does 
not look to the establishment and continuance of shipbuilding in the 
tJnited^States, the encouragement of our OAVU seamen and merchants, 
and the control of so much, at least, of the commerce of the world as 
is derived from the export of our products and the importation of arti
cles required for domestic consumption. 

The removal of duties upon foreign articles used in the construction 
of iron steamships, or the'allowance of a draAA b̂ack equal to the ainount 
of duties paid, Avill not, in the existing condition of things, secure the 
reestablishment of the business. But were it otherwise, the remoA^al 
of duties or the aUoAÂ ance of draAvback raises practical questions of great 
difficulty, Avhile any concession b̂ ^ an indirect iirocess is Ukely in the 
end to proA ê unnecessarily expensive to the country. ScA^eral of the 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1871



XXII REPORT OF THE SECRETARY OF THE TREASURY. 

existing lines of European, steamers were established by the aid 
of Government subsidies. They are still encouraged by the same 
means; and it is unreasonable to expect that our merchants and shi]i-
builders can successfully compete with this formida,ble coiubinatioiu 
unless they are supported by the power of their, OAVU Government. 

After careful consideration of the Avhole subject, I am prepared to 
advise the passage of a law guaxanteeing to persons Avho may employ 
in the foreign trade American-built fixst-class iron steamships of not 
less than two thousand tons burden each, an annual payment,.for the 
period of fiA^e years, of the sum of thirteen dollars per ton. The sub
sidy should be proportionately less to A^̂ essels of lower classification. 

In making this recommendation, I do not assume that there is no 
other practicable method of restoring^our commerce, but I present it as 
the method AAdiich appears to me to be the most efficient and economical. 

Connected with this plan, it Avill be Avise to- consider Avhether the 
ships may not be so constructed as.to be aA '̂ailable ibr iiaA âl .pur|)oses, 
and, in case of Avar, subject to the right of the United States to 
take them upon payment of their appraised value. A similar sugges
tion was made by the Secretaxy of the ISTaÂy in his report for the year 
1869. They should also be required to carry the mails upon inoderate 
terms, or in consideration of the subsidy. 

The use of sailing A^essels and steamers built of Avood may be con
tinued successfully in the coasting trade,- the trade Avith the British 
possessions, an(J upon the rivers and lakes of the country; but any 
effort to regain our former position upon the ocean by their agency 
must end disastrously. • 

I entertain the opinion that the jiohcy suggested Avill be effectual, and 
that in a comiiarativelj^ short period oiu' mechanics and artisans wiU 
acquire equal skill Avith those of England, and that we shall not onl^' have 
the aid of the best machinery now in use elsewhere, but that important 
improvements will be made, calculated to place the country in a posi
tion of superiority. 

We shall also be able to test practically the quality of American iron, 
Avhich, for the purpose of shipbuilding, is represented as better than 
that used in Great Britain. 

If it shall appear, as is claimed, that American iron is about ten per 
cent, better than the iron used in England, an advantage Avill be secui*ed, 
not only in the diminished cost of the A^essels, but also in the increased 
tonnage capacity of American ships of equal dimensions over those 
constructed Avith inferior materials. 

Accepting as a truth, established by experience, that the ocean com-
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REPORT OF THE SECRETARY OF THE TREASURY. XXHI 

merce of the world is to be carried on in iron steamships, we must con
sider and decide Avhether the United States shall disappear from the 
list of maritime nations, or whether, t)j a determined and practical 
effort, Ave can regain the position which we occupied previous to the 

. late rebellion. 
GEO. S. BOUTWELL, 

Secretary of the Treasury. 
Hon. JAMES G. BLAINE, 

SpeaTcer of the Souse of Eepresentatives. 
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THE SEC RET ARY OF THE TRBii.8lISY 

'I'î E.A.suRY DEPARTMENT.^ 
Becember 2, 1872,. 

S I R : Wliatever degTce. of s access lias atten ded the administration of 
the Treasury Department during tlie year is due largel3^ to tlie abilit^^ and 
fidelity of the officers and clerks of the several bureaus and divisions. 
There have heen some exceptions to the general good conduct of the 
working force^ hut the number of these "̂ vill not be thought large when 
it is known that more than three thousand persons are employed ixi 
Washington^ of whom nearly- fourteen hundred are constantly engaged 
in, handling coin, notes, and money securities-of the Government. 

Many of these persons are paid fair wages for the services rendered,: 
but others, who fill places of grea^t rcspqnsibilit37-, are not by any means 
adequately compensated. Officers and clerks of known ability and 
established reputation are frequently drawn away by offers of better 
pay elsewhere. This competition will leave the busmess of the Depart
ment finally in the hands of the less valuable part of its officers. 

A sense of justice leads me to recommend ah increase of salaries in 
many cases, including the salaries of the Assistant Secretaries of the 
Treasury. 

Since my last annual report the business of negotiating two hundred 
million of five per cent, bonds, and the redemption of two hundred 
million of six per cent, five-twenty bonds, has been completed, and the 
accounts have been settled by the accounting officers of the Treasury. 

Further negotiations of ^ve per cent, bonds can how be made upon, 
the basis of the former negotiation. 

I think it expedient, as a means of giving additional value to the 
bonds authorized by the Funding Act of July 14, 1870, and additional 
security to the owners, that registered bonds of every issue should 
be made convertible into coupon bonds at the will of the holder.. 
When this privilege is granted the desire to reconvert them will cease^ 
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The moneys received and covered into the Treasury during ^thefiscal 
year ended June 30, 1872, were: 
From customs , $21.6, 370, 286' 77 

Sales of public lands 2, 575, 714 19 
Internal revenue ' 130, 642,177 72 
Tax on national baiik circulation, &c- 6, 523, 396 39 
Eepayment of interest by Pacific Eailway com-

. panics 749, 861 87 
Customs fines, &c 1,136,442 34 
Fees—-consular, pa.tent, land, &c 2,284, 095 92 
Miscellaneous sources 4, 412,254 71 

Total ordinary receipts. 364, 694, 229 91 
Premium on. sales of coin 9, 412, 637 65 

Total net receipts 374,106, 867 56 
Balance in, Treasury June 30, 1871, (including 

$18,228 35 received from ^̂  unavailable " 109, 935, 705 59 

Total available cash. • 484, 042, 573 15 

The net expenditures by warrants, during the same period, were: 

For civil expenses. ' $16,187, 059 20 
Foreign intercourse 1, 839,369 14 
India,ns . . . . ' . . . . . . . . . • , . . ' . . 7, 061, 728 82 
Pensions . - -•-.-'. •--'--- 28, 533, 402 76 
Military establishuient, including fortifications, 

river a.nd harbor improvements, and arsenals. 35, 372,157 20 
IsTaval establishment, including vessels and ma

chinery and improvements at nav^^ yards 21, 249, 809 99 
Miscellaneous civil, including public buildings, 

light-houses, and Collecting the revenue.. 42, 958, 329 08 
Interest on the public debt 117, 357, 839 72 

Total, exclusive of principal and premium 
on the public debt 270, 559, 695 91 

Premium on bonds purchased. . . $6, 958,266 76 
Eedemption of the public debt . . . 99, 960, 253 54 

. . . " ^ 106, 918, 520 30 

Total net disbursements !. - - ^. 377, 478,216 21 
Ealan.ce in Treasury June 30, 1 8 7 2 . : . . . . . : . . . . 106, 564, 356 94 

Tota,] : -' 484^ 042, 573 15 
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From tlie foregoing statement it appears that tlie net reduction of 
Mie principal of the debt during the fiscal yeax ended Jane 30,1872^ 
was $99,960,253 54. 

The sources of this reduction arenas follows : 
Net ordinary receipts during the year $364, 694,229 91 
'Eet ordinary expenditures, including interest on the 

public debt 270,559, 695 91 

Leaving a surplus revenue of. 94,134, 534 00 
Add amount received from premium on. sales of gold, 

in excess of the premium paid on bonds purchased. 2, 454,370 89 
Add the amount of the reduction of the cash balance 

at the close of the year, as compared with same at 
commencement of year • '3, 371, 348 65 

99,. 960,253 54 

Thi,s statement treats solely of the principal of the public debt. 
By tlie monthly statement of the public debt, which includes the 

princijial, interest due and unpaid, and interest accrued to date not 
due, and deducts the cash in the Treasury as ascertained on the 
day of publication, the reduction was $100, 544,4^1 28,. 

The source of this reduction is as follows:: - . 

Eeduction in principal account- -̂ . -• • $99, 960,003 54 
Eeduction. 3..u unpai.d-i.nterest account..« ' . . - 3. 330,952 96 

• • 103, 290, 956 50 
.Eeduction iii. cash or), hand- - 2, 746, 465 22 

100, 544, 491 28 

A comparison 'of the reduction,hi the principal account as shov,̂ n by 
' the above tables discloses a difference of $250, occasioned by an error, 

recently discovered, and which is fully explained in a note on page 6 
of the appendix to this report. . 

On the bavsis of the last table the statements show a reduction of ttie 
public debt from March 1,1869, to the present time, as follows: 
Frora. March 1, 1869, to March 1,1870 $87,134, 782 84 

March 1, 1870y to March 1, 1871 '. 117, 619, 630 25 
March 1, 1871, to°March 1, 1872 . . . . . . . . . . . . . . 94, 895, 348 94 
March 1, 1872, to Is^vem.ber 1,1'872, (8 m.onths) 64,047,237 84 

Total : . . . 363, 696, 999 87 

.And a reduction, in the annual interest of $24,187,851 „ 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1872



YI REPORT 'OF T.HE S E C : R E T A R Y OF THE TREASURY. 

The receipts during tlie first quarter of the current fiscal year were— 

From C u s t c m s - . . : . . . . . . . . . . $57, 729, 540 27 
Sales of public lands ^ 797, 324 57 
Internal r e v e n u e . . . : . . . . . . ' 34,169, 047 22 
Tax on chculation, &c., of national banks 3, 307,238 69 
Eepayment of interest by Pacific rai lways. . , . 119, 093 73 
Customs fines, &c : . . . . . 103, 787 30 
Consular, patent, and other fees - - - . - . . . . 479, 306 03 
Pro*ceeds of G overniaent property 336,801 88 
Miscellaneous sources. 1,346, 257 47 

I ., 

j^et ordinary receipts 98, 388,397 16 
• Premium on sales of coin 2, 426, 736 91 

Total receipts ' 100, 815,134 07 
Balance in Treasury June 30,1872, including $1,014 48 

received from '̂  unavailable'^ 106, 565,371 42 

Total available : ; - , 207, 380, 505 4:9. 

The expenditui'es duiing the sa.me peaiod were as follows: 

For civil and miscellaneous expenses, including pub
lic buildings, Jight-houses, and collecting the 
revenues • i • $18,299, 891 28 

Indians ..' - . : 3, 037, 343. 83 
Pensions .' 9,135, 389 71 
Military establishment, hxcluding fortifications, 

river and harbor improvements, and arsenals. 12, 876, 982 41 
jSTaval establishment, including vessels and ma

chinery and improvements at navy yards 7,.305,146 48* 
Interest on the public debt, including Pacific 

Eailway bonds : : - - 36,196, 894 83-

Total, exclusive of tJie principal and premium, 
on public debt . . , .^,... 80, 851, 648 54 

For ]3remium on purchased bonds $1, 702,568 53 
For n et I'edemption of the publi c debt. . 16, 932,138 72 

• •' •— 18,634,707 25 

Total net expenditures : : 105, 486,355 79 
Ea,]ance in the Treasury September 30, 1872 . . 101, 894,149 70-

207,380,505 49> 
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For the remaining three-qiiarters ot the current fiscal year it is esti 
mated that the receipts will be : 

From customs ,- -. - $135, 000 
Sales of public lands -• - 1, 500 
Internal revenue - 74, 000, 
Tax on national banks 
Pacific railwaj'-s 
Customs fines, &c 
Consular, patent, and other fees. 
Sales of public propert3^ 
Miscellaneous sources.. -• 

3, 000, 
500' 
800. 

1, 700 
600 

1, 400', 

Total 218, 500, 

000 00 
000 00 
000 00 
000 00 
000 00 
000 00 
000 00 
000 00 
000" 00 

000 00 

For the same period it is estiu-iated that the expenditures will be: 

For civil expenses -. $13, 000, 
Foreign intercourse 900, 
Indians 4, 000, 
Pensions 20, OOo! 
Military establishment 23, 000, 
IsTaval establishment 13, 5< 
Miscellaneous civil . .27,800, 
Interest on the 3;)ublic debt * 71, 500, 

Total - 173, 700, 

000 00 
000 00 
000 00 
000 00,; 
000 00 
000 00 
000 00 
000 00 

000 00 

This will ieave $44,800,000 surplus revenue applicable to the pur
chase or reden:iption of the public debt, 

The amount required for this purpose, under the sinking-fund laAVj 
for the yeai', will be about $29,200,000. ^ 

I t is estimated tliat the receipts for the fiscal year ending June 30, 
1874, wiU be: 

From customs $200, 000, 
Sales of public lands / 3, 000. 
Internal revenue 103, 000, 
Tax on national banks 
Pacific railways 
Customs fines, &c 
Consular, patent, and, other fees 
Sales of public property. 
Miscellaneous soiHces 

6,300. 
900; 

1,100 
2, 300, 
1, 500^ 
2,200; 

000 00 
000 00 
000 00 
000 00 
000 00 
000 00 
000 00 
000 00 
000 00 

Total 320, 300, 000 00 
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The foregoing estimates are based upon the amount of revenue col
lected since the acts of May and June, 1872, went into operation; but 
the imports have been large, and considerable sums have been obtained 
by internal revenue officers on account of old taxes ahd claims 5 hence 
it will be wise to leave the sources of revenue undisturbed fbr the 
present session. 

I t is estimated that the expenditures for the same period will be: 
For civil expenses. $18, 000,000 00 

Foreign intercourse ' 1,325, 000 00 
Indians 5, 700, 000 00 
Pensions • 30,500,000 00 
Military establishment, including fortifications, 

river and harbor improvements, and arsenals . 36, 000, 000 00 
Kaval establishment, including vessels and nia-

chinery and improvements at navy yards 22, 500, 000 00 
Miscellaneous civil, including public buddings, 

light-houses, and collecting the revenues . . . . . 41,500, 000 00 
Interest on the public debt. " 98, 000,000 00 
Interest oh Pacific Eailway bonds 3, 875, 000 00 
Sinking fund ..' .29,200, 000 00 

Total. . - - ', - . . 286, 600, 000 m 

Leaving the estimajted surplus revenue $33, 700,000 00 

The estimates received from the several Executive Departments show 
that the following amounts will be required for the same i3eriod: 
Legislative ' $2^ 973,274 40 
Executive • :.- -. ' 17,129^, 261 90 
Judicial ^ 3, 587,050 00 
Foreign intercourse 1,326, 754 00 
Military : 32, 894, 854 84 
ISTaval 20,154, 220 15 
Indians - - , 5, 700, 975 28 
Pensions .-.-.-. .- 30,500,000 00 
Public works 29,687,345 69 
Postal deficiency . : . - . - - ?̂  '. - : . 6, 310, 602 00 
Postal subsidies . . ---- - - -, 1,100,00.0 00 
Miscellaneous . . - . - . . . , . . . . - , 9,596,974 52 ' 
Permanent - 16,293,163 49 
Interest on public debt -. ' 98, 000, 000 00 
Interest on Pacific Eailway stocks 3, 877,410 72 

. Sinkingfund ^ . . . . . . . . 29,191, 369 28 

. Total.:.- A . . . . . . . - • . . . . „„ . . . . . . 308,323,256 27 
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The reduction in'ta,xation. s.ince the close of the war is estimated to 
have been— 

IN INTERNAL EEVENUE,-

By the act of July 13, 1866 $65, 000, 000 
By the act of March 2, 1867 • . . . . - 40, 000,000 
By the act of February 3, 1868 23, 000, 000 
By the acts of March 31,1868, and July 20, 1868. . . . . . . 45, 000, 000 
By the act of July 14,1870 55, 000, 000 
By the act of June 6, 1872 '. • . . . . 20, 651, 000 

Total of internal .revemie , ' 248, 651,000 

IN CUSTOMS: 

By the act of July 14,1870 • . . . . . . ' $29, 526,410 

By the acts ot May 1, 1872, ,and June 6, 1872 31,1,72; 761 

Total of -customs '60, 699,171 

A total. redn.Gti.on of . . . . . . 309,350,171 • 

Since the insti-tution of the sinking fund, in M.^j, 1869, and in accord
ance with the act of February 25, 1862, there has been purchased on 
this account, up to and including June 30, 1872, $99,397,600 in bonds 
of the various i.ssueS' known as five-twenties, at a net. cost in currency. 
of $110,997,185 89, or an estimated cost, in gold, of $94,097,243 82. • 

In addition to the purchases for the .sinking fund, bonds have been 
purchased to the amount of $173,237',950, at a net'cost, in currency, of 
$195,008,288 53, or an estimated cost, in gold, of $163,376,054 35. • 

The cost of these bonds, estimated in gold, has varied from $82 21 
per $100 to $99 99 per $100—the most recent purchase being at the 
rate of $98 66 per $100, 

The average cost, in gold, of the whole amount of the purchases, up 
to and including the last da}'̂  of September, was $94 64 per $100. 

Jn this connection I would call attention to the various tables accom
panying this report, which fnrnish elaborate details of the money oper
ations and accounts of the Government. 

The condition of our carrying trade Avith foreign countries is always 
a subject of interest, and at, the present moment it is one of solicitudeo 
The imports and exports of the IJnited States, excluding gold and silver, 
amounted to $1,070,641,163, for the fiscal year ending June 30,1872, and 

. of this vast trade only 28J per cent, was in American vessels. In the 
year 1860 nearly 71 per cent, of our foreign comme^^ce was in American 
ships; but in. 1864 it had fallen to l̂O per cent., in 1868 to 44 per cent., and 
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in 1871 to less than 38 per cent. The earnings of vessels engaged in. 
the foreign carrying trade probably exceed one hundred million dollars 
a year, of which less than one-third is earned under our own flag. 
The act of Congress allowing a drawback on foreign articles used in 
the construction of American vessels ha.s given encouragement to ship
building ', but I am of opinion that this measure is entirely inadequate. 
When we consider that nearly three-fourths of the foreign commerce 
of the country is under foreign flags, it is plain that there can be no 
considerable and speedy change unless the Government shall act at 
once ancl in a liberal and comprehensive spirit. • 

The rise hi the price of iron and the advance, in the wages of labor 
in Enghind during the past year favor the Government and people of 
the United States j hat this ad vantage, due to natural causes, should 
not lead us to trust the future to the force of those causes, but should 
induce us rather to act at once and with vigor. I t may happen that 
we can.not regain the control of the direct trade between Europe and 
the United States, but there is an inonense field to be occupied upon 
the Pacific ^Ocean and in the South Atlaixtic. England controls the 

. markets of the world by ccntrolling the channels of communication, 
aild I am. convhiced that a wonderiiil i.mpetus will be given to the 
agricultural and manufacturing interests''qf the countr^^ by the increase 
of our commercial marine. Merchants in distant countiies must pur
chase goods, at points Avith. which they have frequent and regular 
communication., and when such, comnmnication exists with o.ne'country 
only, the cost of'mercliandise becomes unimportant, as there are no 
means of comj)ari.son; nor is there oppo:ctanity foî  the advantages of, 
co.rnpetition.. Hence n, great producing coimtry can afford to estab
lish and mahitain hnes of steamships rq-jon the ocean, as tlie iiuMrect 
benefits Avill much exceed the cost. 

The details of our trade with foreign coantries, as repi^esented by 
the returns made to the Statistical Burean, are also unsatisfactory. From 

•̂  these returns it appears that the hnports of merchandise for the 
fiscal year ending June 30, 1872, were $626,595,077, and the exports 
estimated in gold, were $444,046,086, showing a balance against the 
country of $182,548,991. This balance is in some degree apparent 
rather than. real. On the 30th of June, 1871, the value of goods 
remaining hi warehouse was $68,324,659, while on the 30th of June, 
1872, it was $122,211,266, showing an excess at the close of the last 
.fiscal year of $53,886,607. Deducting this excess, we have a balance 
based upon the actual consumption of the country of $128,662,384. 
From this a further reduction should be made of $66,133,845, bemg 
the excess of exports over the imports of gold. After these deduc-
tioB.s there sti.llrto.ains an adverse bahince of $62,528,539. This 

• . 0 
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adverse balance has been met probably by freight on .merchandise 
carried in American vessels, profits on exports made on account of 
American merchants and shippers, the sale of bonds abroad, and invest
ments in the United States by inhabitants of other countries. 

The exx3orts of merchandise for the year 1872 .were $13,298,933 less 
than for the year 1871. The exports of wdieat, wheat flour, raw cotton, 
cotton manufactures, gold and silver, fire-arms, manufactures of leather, 
illuminating oil, and beef, fell oif $82,066,325, while there ŵ as a gain of 
$68,767,392 in the exports of corn, furs, hides, skins, bacon, hams, 
lard, leaf tobacco, manufactures of iron, wood, leather, and many 
minor articles. There vvas an in^rea.se of exports in evepy branch of 
manufactures, except cotton, leather, and fire-arms. 

The decrease of our exports in wheat and whea..t flour was twelve 
million dollars: raw cotton, thirty-seven million dollars; manufactured 
cotton, one million two hundred and fifty thousand dollars; gold and 
silver, eleven million six hundred thousand dollars; fire-axms, twelve 
million dollars j manufactures of leather, six hundred thousand dollars;' 
illuminating oils, three million five hundred thousand dollars; and beef, 
two million dollars. . -

The statistics of iinports show a.̂  hicrease of seven million in coffee, 
eighteen, million in sugar, nearly six million in tea, nearly three million 
in tin plates, more than seventeen million in raw wool, two million in 
pig iron, ten million in manufactures of iron, Ave million in manufac
tures of cotton, fou/ million in inanufactures of silk, and about seven 
million in manufactures of wool. 

These statistics axe not presented as affording a basis tor legislation.,, 
but rather because.they are exceptional in cha.racter, and not likely to 
be repeated. -

During the last year thorough examinations have been made of the 
Mint at Philadelphia, and of the branch mints at San Francisco and . 
Carson City, and exhaustive reports upon the condition of each, and 
also upon several questions of a general character connected with the 
mint service, made by Doctor Linderman and Professor Eogers, are to be 

.printed for the use of the Departnient and Congress. F.rom these re
ports it appears that the service is in a satisfactory condition. In the 
last ten years the commercial value of silver has depreciated about 
three per cent, as compared with gold, and its use as currency has 
been discontinued by Germany and some other countries. The finan
cial condition of the United States has prevented the use df silver 
as currency for more than ten years, and I am of opinion that upon 
grounds of public polic}'' no attempt should be made to introduce itj 
but that the coinage should be limited to commercial purposes, and de
signed exclusively for commercial uses with other nations. 
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The intrinsic value of a metallic carrency should correspond to its 
commercial value, or metal vShould be used only fbr the coinage of 
tokens redeemable by the Government at their nominal value. As the 
depreciation of silver is likely to continue it is impossible to issue coin 
redeemable in gold without ultimate loss to the Government; for when 
the difference becomes considerable holders will present the silver for 
redemption, and leave it in the hands of the G overn.ment to be disposed 
of subsequently at a loss. 

If the policy should be adopted of issuing silver coin irredeemable, 
but whose intrinsic and nominal value should correspond to gold, the 
time must come when the country NN̂ )uld suffer from the presence of a 
depreciated silver currency, not redeemable by the Government nor 
cur^reiit in the channels of 'trade. 

Tokens of base coin., except for small denominations, are less con
venient tlian paper, and are subject to many other serious objections. 

, The provision made by the Treasury Department for the redemT)tion of 
mutilated paper money is much more ample than formerly, and I think 
it practicable, through the Post Office Department, to make an ar
rangement by which the whole coiintr}^ shall be supplied with fresh. 
issues of fracti.onal currency. • ^ 

Therefore, in renewing the recommendations heretofore made for the 
passage of the Mint bill, I suggest such alterations as will prohibit the 
coinage of silver for circuhition in this country, but that autliority be 
given for the poinage of a si.h^er dolla,]? that shall be as valuable as the 
Mexican dollar, an.d to be furnished at its actual cost. The Mexican dol
lar is used generally in trade with Chinai arid is now sold at a premium 
of about eight per cent, over the actual expense of coining. As the 
production of silver is rapidly increasing, sucli a coinage will at once 
furnish a market for the raw material aiiid facilitate commerce between 
the United States and China,. 

I t is ho exaggera^tion to say that a- necessity exi.sts for a new issue 
of national bank notes. Tbe reasons for vsuch issue were given in my 
last annual report, 

I take this occasion to call the attention of Congress to a communi
cation made by me to.the House of Eepresentaitives on the 22d day,of 
.March, 1872, (Ex, Doc, 283, 42d Cong., 2d Sess.,) in which I recom
mended the enactment of a law for the relief of the Treasurer from 
responsibility on account of the dishonest^^ of Seth Johnson and 
Frederick A, Marden, formerly clerks' in his office5 and also for the 
correction of certain discrepancies in the pu]3lic accounts, amounting tp 
$406 35, that the books of the Department .may be macle to conform 
to the facts... . . 
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An examination of the affairs of the Office of the Assistant Treas
urer at IŜ ew York, made in September and October last, disclosed a 
defalcation in the stamp division, in charge of James I. Johnsen, of 
$185,131 72. The report of the committee explains the course of pro
ceeding by which Johnson, was able to embezzle this amount of money. 

The report farther represents that Mr. .Hillhouse, the Assistant Treas
urer, cannot be charged properly with -^nj neglect of duty, and in this 
opinion. I concur. 

The business of keeping and selling stamps was imposed upon the 
several Assistant Treasurers by virtue of the authority conferred upon 
the Secretary of the Treasury in the Oth section of the act of August 
G, 1846', but by the terms of that a.ct it was,not competent for the 
Treasuiy Department to allow the Assistaut Treasurer at ISTew York 
compensation for the labor and responsibility of the stamp division, 
although the commissions which would have been payable to him at 
the rate allowed to private parties by the 161st section of the act of 
1864, amount to more than hve hundred thousand dollars. 

The circumstances of this case are such as to justify me in recom-' 
mending the passage of a law by which Mr. Hillhouse shall be relieved, 
from responsibility in the matter of the defalcation of Johnson. 

The report of the Supervising Architect of the Treasury furnishes 
a concise statement of the cost and condition of the public buildings-
in charge of this Department. Large sums of money will be needed 
f5r the buildings already begun or authorized, and I respectfnlly 
advise that, beyond the erection of pavilion hospitals, and a building 
for the accommodation of the Bureau of Engtaving and Printing and 
the storage of the books and papers of this Department, no new works 
be authorized at the present session of Congress. . • 

The business of the office of the Supervising Architect of the Treas
ury is fully equal to tlie force employed, and the necessary appropria
tions are so laxge as to justify Congress in refusing all applications 
during the present session. • 

The destruction of the buildings on the easterly side ofthe new post 
office in the city of .Boston furnishes an opportunity that ought not to 
be lost for the purchase of the remainder of the square. 

An. act approved June 8,1872, authorized.and directed the Secretary 
of the Treasury to purchase a lot of ground in Philadelphia for the 
accommodation of the post office and United States courts, and to 
erect a building thereon, the cost of the whole not to exceed the sum 
of one million five hundred thousand dollars. Under this act, and 
following the usage of the Department, I appointed a commission of 
citizens of Philadelphia, Avho were authorized to receive proposals for 
the sale to the Government of a suitable lot of land. The report of 
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the commission has been submitted to the Department, from which 
it appears that tlie lot thought to be most desirable, situated on the 
corner of Chestnut and Mntli streets, can be purchased at a cost of 
$925,333 33. It also appears tha^ the cost of a sufficient quantity of 
land to make the site of tlie present post office available would exceed 
half a .million dollars. 

Accepting the conclusions of the commission as final in reference to 
the cost of a suitable site, I have declined to proceed farther without 
additional authority from Congress5 it being clear that i t is impossible 
to procure land and erect a building for the sum specified in the act. 

Similar circumstances have prevented the purchase of land. for a 
public building at Cincinnati. 

The increase of books and papers, not in daily or fI'equent use, is so 
great as to seriously interfere with, the business, of the Department. 
The annual a.ccumulation requires, 7,688 cubic feet of space for storage. 
All the available rooms in the building, including some that might be 
used for cleiks' desks, and portions of the public halls, have been given 
up for the deposit of such books and papers, and the time has come 
when other provision should be niade. I, therefore, recommend the 
erection of a brick fire-proof building upon tlie public grounds south of 
the Treasury sufficient for storage and "for the accommodation of the 
Bureau of Engraving and Printing. The relief which these changes 
would afford is essential for the pi'oper transaction of the business of 
the Treasury Department. 

The operations of the .Coast Survey, as w-ell as those of the Light
house Board, appear to have been economically and efficiently man
aged. ' • • 

The Eevenue Marine consists of tv/eiity-seven steam and Vsix sailmg 
vessels, carrying sixty-five guns, and manned b3̂  one hundred and 
ninety-eight officers and eight hundred and sixt}^ men. This service 
has constantly imin'oved in efficiency and in the economy of its man
agement since the summer of 1869. At that time a commission was 
appointed for the general and professional examination of all the 
officers employed, and upon their report thirty-nine were discharged, 
and those who Avere a^Dproved were, assigned to duty and given rank, 
according to their merits. From that time to ^ e present all vacancies 
in the service have been filled after an examination, and by thos^e found 
to be best qualified. At the same time a commission was appointed 
for i:he entire revision of the service. Their report was submitted to 
Congress on the 26th of May, 1870. (Ex. Doc 93,' 41st Cong., 2d Sess.) 
The vessels then employed were rated at 9,208 tons. A reduction has 
already been effected of 657 tons, and the vessels now building and 
authorized will work a further reduction of 1,232 tons, making an. 
aggregate reduction of 1,889 tons. 
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The cost of maintaining the Eevenue Marine lias been reduced from 
$1,293,661 67, in 1868, to $930,249 81 for the year ending June 30,1872.. 
• Statistical tables prepared from the returns show^ that, in the essen

tial particulars of assistance rendered to vessels, seizures made, number 
of vessels examined, and number of lives saved upon the ocean and 
the lakes, the work performed during the last fiscal yiear is nearly twice 
as great as the average for the ten preceding yearsi 

Under existing laws the officers and seamen of'the Eevenue Marine 
are entitled to a pension only when tliey have .been wo]j|ided or dis^ 
abled in the. line of duty, and v^diilst cooperating with the ilavy during 
war, and then at the rate established by the act of 1814. When it is 
considered that this service is constant, and that from the first of 
l^ovember to the first of April in each year the vessels are required to 
cruise along the coast, and as near the land as possible, within their 
respective districts, and not to make a port except for supplies or under the 
pressure of positive necessitj^, it is clear that their services are not less 
hazardous than those m which the IsTavy is engaged in time of peace. 
I, therefore, recommend that the ."N"avy pension law's be made applica
ble to.the officers and seamen of the-Eevenue Marine. 

The nuinber of commissioned officers is limited bylaw, ajftl each year 
adds to those svho are disqualified hv sickness or unfitted b}^ age for 
active duty. The hardship resulting from the dismissal of officers 
under such circumstances is so great that I have declined to exercise 
a power which may, perhaps,, in contemplatioji of la,w, be a duty; but 
in view of the fact that their compensation is small, and the nature of 
the service such as to bring disease and the infirmities of age upon 
them prematuiely, I think it a plain duty for the Government to pro
vide a retired list so that the active service may be supplied constantly 
with able and efficient men. 

From the ai3propriation of $200,000, made April 20, 1871, -̂ for more 
effectually securing life and property on the coasts of IsTew Jersey 
and Long Island,^' seven of the old life-saving station-houses have been 
repaired and enlarged, and sixty-one new ones have been built, and 
new apparatus sufficient for ordinary use has been procured for the 
larger number of them. 

A station-house ha.s been erected and furnished at E"arragansett pier. 
Fromthe appropriation of $50,000,/^ for the establishment of hfe-

savhig stations o.n the coasts of Cape Cod and Block Island, E, I., nine 
houses have been erected on Cape Cod and one on Block Island, and they -
will be supplied with apparatus and ready for use by the first of Janu- -
ary next. An appropriation is required fbr the support of keepers and 
crews. . . 

The Block Island sta,tion and the station at IsTarragansett pier should 
be annexed to the Lonĵ i- Island district. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1872



XVI REPORT OF THE. SECRETARY OF THE TREASURY. 

Twenty-tvfo vessels have been wrecked on the coasts of Long Island 
and IŜ ew Jersey since July 1, 1871, valued, with their cargoes, at over 
$500,000, on vv̂ hich the loss was about $200,000. The officers and crews 
numbered two hundred and six persons, all of whom were saved, and 
-mainly, it is believed, through the agency ofthe life-saving stations. 

I respectfully recommend the extension of the system to the coast in . 
the vicinity of Cape Hatteras. 

From the report of the Supervising Surgeon of Ma-rine Hospitals it 
appears th^, that branch of the public service is in a satisfactory 
condition. • 

During the last fiscal year 13,156 i')atients were trea^ted in the several 
hospitals ofthe country at an. average cost of about 97 cents each per day, 
or a total expenditure of $396,263 11, against a total expenditure for 
the preceding year of $453,082 42, or an average cost per patient of 
$1 04 per day. • " • . 

The increased receipts and diminished expenses for the last fiscal 
year, as compared with the year next preceding, show a net gain to 
the Government of $56,819'31. 

During the same period the number of districts in which relief 
wâ s farnislfed was greater than ever before, and the salaries of medi
cal officers at several >of the principal ports were increased. 

The financial improvement shov/n is due largely to a more careful 
scrutiny of the applicants for relief, to the rejection of those who 
were not entitled under the law, and also to greater vigilance in 
collecting the hospital dues. 

The law limits the charge fbr relief to seamen belonging to foreign 
vessels to seventy-five cents a day, while the actual cost is nearly one 
dollar. Authority should be given to the Secretary of the Treasury to 
fix the charge within certain, limits, according to the expenses incurred 
at the hospitals where relief is furnished. 

I renew the recommendation heretofore made for the erection of 
pavilion hospitals at ISTew York, San Francisco, and Pittsburg. The 
increase of railway and general bushiess in the vicinity of the hospital 
at Pittsburg has rendered it unfit for further use. 

The Supervishig Surgeon recbmmends the erection in future of 
pavilion hospitals of wood, with the understanding that after ten or 
fifteen years' use they are to be destroyed and new ones built in their 
stead. This recommenda;tion a^ppears to be wise, being at once eco
nomical for the Government and advantageous to the patients. 

The act of February 28, 1871, to provide .for the better security of . 
life on board vessels .propelled in whole or in part by steam, .has not 
been in operation a sufficient time to test its value in all respects; but 
the result in the main is satisfactory. The Supervising Inspector. 
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General, in his annual report, recommends several alterations in the 
law hot affecting its character materially. A bill will be prepared 
providing for such alterations as, upon further consideration, shall 
seem expedient. 

On the 16th day of May, 1872,1 transmitted to Congress a bill entitled 
^̂  A bill to amend and consolidate the navigation and customs collection 
laws of the United States," together with a communication explaining 
the character and purpose of the measure. (Ex. Doc. 290, 42d Cong., 
2d Sess.) I respectfully ask the attention of Congress to the bill and 
the reasons for its passage. 

The time has come when the attention of the public is turned natu
rally to the futoi'e financial policy of the country. That policy must 
rest upon the past and the present. 

The war caused three great changes in business and financial affairs 
that have received the careful consideration of the American people. 

I. The country was compelled to impose heavy cnstoms duties upon 
merchandise, and thus, without general observation and without argu
ment upon the principles involved, the nation entered upon a broad 
system of protection. 

II. The Government issued Treasury notes for general circulation a.s. 
currency, and prohibited banks of issue by State authority. 

III . A systein of national banks was established, and their circula
tion protected by the national credit. 

The wisdom of these measures, speaking generall}^, has been estab
lished; and, subject to such changes as the changing condition and 
opinions of the country and people may demand, the}^ will remain a 
part of our public policy until the financial consequences of the war 
disappear. The Aveight of the national debt has been so great that for 
more than ten years there has been no opportunity for the practical 
discussion of the doctrines of protection and free trade, and in that long 
period of an unchanged protective policy incident to the burdens of 
the war the nation has advanced rapidly and safely in the develop
ment of its natural resources. 

Anticipating a condition of peace, we may also anticipate a general 
reduction in the percentage of custonis duties. This reduction, however, 
should notbe measured solely by the wants of the Treasury; but regard 
should be had also to the condition of the various branches of indus
try in which the people are engaged. In presence of the fact that the 
leading pursuits of the. country are stronger than ever before in the 
possession of adequate capital and a supply of intelligent laborers, 
there may be a moderate reduction from time to time in the rate of 
duties, as the diminishing expenses of the Government shall permit, 
without either alarming capital or injuring labor. 
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For the purposes of government, the principles of political economy 
are national, and not cosmopolitan. A nation that can produce a given 
article at less cost than it can be produced elsewhere may wisely accept 
free trade in it; but a nation having natural advantages for its produc
tion, yet destitute of skill in the incident art or trade, must wait for tlie 
opportunity that sometimes cPines from the calamity of Avar, or secure 
a more economical and a more constant support in the policy of its 
Government. If aA^erage natural facilities exist, the period of necessary 
protection is ai, short one compared with the lifetime of a nation; Avhile 
the advantages gained can ncA'cr be Avholly lost. But if reasonable 
natural facilities do not exist, tlien a systein of duties for protection is 
a present and. future burden Avithout adequate coinpensation. So 
A^aried and rich, hoAvever, are the natural resources of the United 
States, that Ave either are or may soon be in successful com]3etition with 
the older and more experienced countries of the Avorld in the production of 
the chief articlies of personal necessity, comfort, and luxury, and of the 
machinery by which these articles are produced or obtained. 

Herein is a sufficient justification for the existing protective system, 
and for its continuance during the transition period. 

I^or is the prospect of ultimate successful competition Avitli other 
countries disturbed by the circumstance that the AÂ ages of labor are 
higher in this country than in those. If, ten -years since, it Avas the 
thought of any that the only Avay to a successful contest Avith Europe 
Avas in the reduction of the Avages of labor to the European standard, 
that thought has disappeared, probably, in presence of the fact that 
high wages on this side of the Atlantic have stimulated emigration, 
until there is a nea<r approach to equality in the cost-of labor, 
and of the coexisting fact tha,t the addition thus made to the 
number of laborers has only aided in the development of our resources, 
Avithout yielding in.any quarter an excess of products, or retarding in 
any degree the prosperity of the laboring population. 

This prosperity on their part' is associated Avith a higher and con
stantly improving intellectual and social culture and condition. I t 
being giÂ ên that an intelligent person lias all the special knoAvledge of 
an art or trade possessed by the most experienced and best-trained 
operatiA^e, Avho, outside of this special training and experience, is an 
ignorant person, and equal advantages of capital and machinery being 
giA ên also, the intelligent person proceeds to improve and simplify 
methods of production to such an extent that an addition to his wages 
of even a hundred per cent, represents but a small part of the adA ân-
tage gained. 

Yet the special training and knoAvledge of the ignorant man is the 
basis of the improA^ements made. This truth, considered first Avith 
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reference to a single American laborer and then multiplied many hun
dred thousand times, represents the advantage of America OÂ êr Europe 

, and Asia in the contest for final peaceful supremacy in the affairs of 
the world. Thus is America solving the industrial problem of the ages 
by extorting cheap production from expensiA^e labor. 

The reason for these remarks may be found in the opinion I enter
tain, that the tariff* system of the country has contributed largely to 
the gerieral prosperity; and that'such general and continued prosper
ity is the only basis on Avhich CÂ en a wise financial policy can rest. 

In discussing the other changes caused h j the Avar, the issues of 
United States notes and of notes by the national banks should be consid
ered together; indeed they are necessary parts of our financial system, 
and neither can be substituted for the other without general disturbance 
and permanent injury. The national banking system is so far superior 
to the State bank system, and to any system of priA^ate banks, as to 
render argument in its behalf, in these resjiects, unnecessary; while 
the substitution of an equal amount of United States notes as cur
rency Avould be productive of serious CAnls and losses. 

First. The national banks hold nearly four hundred million United 
States bonds, which otherwise w^ould be thrown upon the market, ab
sorbing domestic capital, or, if purchased abroad, adding, by the 
amount of the interest, to the annual balances against us in our account 
current Avith other countries. 

Secondly. One office of a bank is to aggregate the capital of small 
possessors, and thereby to furnish means in aid of iinportant commer
cial and .financial undertakings, not only at the centres, but in the 
remote and newly-settled parts of the country. 

Thirdly. The national banks are used as aids to the GoA^ernment, 
Avhich otherwise Avould require a large increase in the number of 
designated depositaries, and a proportionate increase of the public 
expenses without the least appreciable advantage. 

Fourthly. They facilitate exchanges between different sections of 
the country, thus diminishing the cost of commercial transactions. 

Fifthly. They are generally less disposed than priA^ate parties, con
trolling equal capital, to demand exorbitant rates of interest. 

But it does not folloAv from these views, nor Avould it follow from 
those of a similar character which might be presented, that the system 
is xierfect j nor does it follow that the issue of notes directly by the 
GoA^ernment should be surrendered and the business of furnishing a 
currency yielded to the national banks. 

The circulation of each bank is fixed arbitrarily by a rule of law. 
The aggregate circulation is therefore a fixed sum, and consequently 
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there is practically no reserA^e to meet the increased demand for money 
due occasionally to extraordinary CA ênts at home or abroad, and 
arising periodically Avitli the incoming of the harA^est. The old State 
bank system is sometimes commended for the quality termed elasticit}^; 

. but that quality as found in that system was the principal source of 
financial disaster. Under that system, in the absence of a present 
demand for coin, there Avas practically no limit to tlie issue of paper 
currency. 

The increase of the circulation Avas attended and followed by an 
advance in prices, excessive importations, a consequent demand for 
coin draAAai from the banks to meet balances abroad, a simultaneous 
reduction, of the paper currencj^, and the consequent distress of 
merchants and bankers. 

As the circulation of a, bank is a source of profit, and as the managers 
are usually dispos.ed to oblige their patrons by loans and accommoda
tions, it can never be wise to allow banks or parties who have pecuniary 
interests at stake to increase or diminish the A ôlume of currenc}' in the 
country at their pleasure. iTor do I find hi the condition of things 
a law or rule on Avhich Ave can safely relj^ Upon these AQCAVS I form 
the conclusion that the circulation of the banks should be fixed and 
limited, and'that the poAver to change the A ôlume of paper in circulation, 
Anthin limits established by laAv, should remain hi the Treasury Depart
ment. 

A degree of flexibility i]i the A ôlume of currency is essential for tAvo 
reasons: 

First. The business of the Department cannot be transacted jiroperly 
if a limit is fixed, and the power to raise the circulation aboA ê or reduce 
it below that limit is denied. 

A rule of this nature would compel the Secretary to accumulate a 
large currency balance and to hold i t ; as, otherwise, the credit of the 
Government, in meeting the ordinary daily claims upon it, would be at 
the mercy of every serious business and political revulsion in the 
United States or Europe. ' 

Especially Avould this be true IIOAV that our ordinaiy currency expen
ditures are greatly in excess of our currency rcA^enue. 

Secondly. There is a necessity CÂ ery autumn for moAdiig the crops 
Avithout delay from the South and West to the seaboard that they may 
be in hand for export and consumption as wanted. This work should 
be done in the main before the lakes, riA^̂ ers, and canals are closed, and 
yet it cannot be done Avithout the use of large amounts of currency. 

In the summer months funds accumulate at the centres, but tlie re
newal of business in August and September giA ês employment for 
large sums, and leaA ês little or nothing for forwarding the crops in-
October and ISToA êmber. 
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]^or Avould this difficulty be obviated by a permanent increase or a 
permanent reduction of the volume of currency. The difficulty is due 
to the natural order of things, and increases with the prosperity of the 
country as shown in the abundance of its harvests. 

The crops cannot be moved generally by the aid of bank balances, 
checks, and letters of credit, but only by bank notes and United States 
notes paid at once to the producers. This money finds its way speed
ily into the channels of trade and to the commercial centres;. but if it 
be allowed to remain for general use, after the reason for its issue has 
ceased, the A^olume of currency would be increased permanently and 
the year folloAving the same process Avould be repeated with the same 
results, and thus would the country depart more and more widely from 
the policj'^ of resumption. 

The problem is to find a Avay of increasing the currency for moving 
the crops and diminishing it at once when that work is done. This is 
a necessary Avork, and, inasmuch as it cannot be confided to the banks, 
AÂ here, but in the Treasury Department, can the power be reposed 1 

While the currency revenue Avas in excess of the currency expenses 
it was practicable to accumulate large balances in the Treasury during 
the summer, to be used, if necessar}-, in the purchase of bonds in the 
autumn, thereby meeting the UvSual demand for currency at that season 
of the year. 

Hereafter such accumulations must be made by the sale of gold, and 
the sale of gold in large quantities during the summer, when business 
is the least active, may not always be consistent with the best interests 
of the country. Eeliance cannot, therefore, be placed upon the abilit}^ 
of the Treasury to accumulate a currency balance each 'year for the 
purpose indicated. 

The argument in favor of. a paper curren 03̂ , composed in part of 
United States notes and in part of national bank notes, is strength
ened by the aid Avhich may thns be furnished in resuming and main
taining specie payments. In the view I am now to take, I exclude the 
idea that the Government Avill ev êr abandon the issue of national bank 
notes, and undertake the issue of United States notes in their place. 
The result of such a policy may be foreseen. The people, depriA^ed of 
the facilities for business afforded by banks, would seek relief through 
State iiLstitutions, and without much delay Congress Avould concede to 
them the right to issue notes for circulation. This concession would 
be folloAved by a surrender by the General GoA^ernment of all control 
over the paper circulation of the country. 

The true policy will be found in continuing the national banking sy*-
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tem, Avithout, howcA^̂ er, yielding to tlie claim for a material increase of 
its issues in proportion to the A ôlume of paper in circulation. 

There are two effectual and certain Avays of placing the country in a 
condition when specie and paper will possess the same commercial 
value. By diminishing the amount of paper in circulation, the differ
ence between the commercial A âlue of paper and coin will diminish, 
and by pui'suing this policy the difference Avill disappear altogether. 

All legislation limited in its operation to the paper issues of the 
banks and of the GoA^ernment, whether bearing interest or not, and 
Avhich in its effects, shall tend to diminish the market A âlue of coin, will 
be found, upon analysis, to contain a plan for contracting the A ôlume 
of paper currency; and all legislation, so limited, AAdiich does not con
tain such a plan, Avill proA ê ineffectual. 

Accepting this proposition, and belieAdng that the country is not 
prepared to sustain the policy of contraction, it onl.3̂  remains for 
me to consider the means by Avhich the A âlue of our currency may be 
improved. 

The basis of a policy of improvement must be found in a sturdy 
refusal to add to the paper in circulation, until it is ofthe tSame A'-alue, 
siibstantially, as coin. 

This being accepted as the settled purpose of the country, there can 
be no permanent increavse of the difference betAveen paper and coin, 
and an opportunity Avill be giA ên for the influence of natural causes, 
tending, upon the Avhole, to a better financial condition. 

We may count, first, among these, the increase of population and its 
distribution OÂ er UCAV fields of business and labor. Secondly, in the 
South especially, the number of persons having propertj^ and using 
and holding money will increase. ISText, Ave may anticipate a more 
general use of paper in Texas and the Pacific States, by Avhich, practi
cally, for the rest of the countrj'', the A ôlume of paper Avill be diminished 
and the quantity of coin increansed—two facts tending to produce an 
equality of A âlue. 

The influence of these natural causes Avill be counteracted in some 
degree by the increasing facility for the transfer of inoney from one 
point to another, and by the greater use of bank checks and (Certificates 
of deposit. The rapid transit of merchandise, in bringing the period 
of its consumption nearer to the time of its production, is an agencY of 
a shnilar sort. Giving to these Adews their full Aveight, I am prepared 
to say that the experience of the last three years coincides with the best 
judgment I can form, and AvaTrants the opinion that under the influence 
of existing natural causes our financial condition Avill gradually im
prove. During the last, fi seal year there Avere SOA-eral circumstances of 
itn unusual, cliaracter tending to counteract the natural course of 
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REPOR î: OF THE SECRETARY OF T̂ HE TREASURY. XXIII 

affairs. Our exports of cotton fell off thirty-seven million dollars, and 
there Avere excessive imports of AVOOI, tea, coffee, and sugar. 

The stock of wool in warehouse on the 30th of June was sufficient 
for six months' consuinption, of sugar for four and a half months, of 
eoffee for fiA^e months, and of tea for twelve inonths. In the ordinary 
course of trade, the importation of these articles Avill be small during 
the current year, with a consequent faA^orable effect upon the balance 
between this and other countries. 

This anticipation, of the Avants of the country, in connection with the 
decrease of our exports, augmented the balance of trade, created an 
active demand for coin, and advanced the price. 

Notwithstanding these adA^̂ erse influences, gold has aA^eraged sub
stantially the same premium from January 1 to ŜToÂ ember 1 of the 
present year as for the corresponding period of 1871. Not doubting 
that natural causes Avill in time produce the result sought, it is yet 
adAdsable to bring the poAver of the GoA^ernment in aid of the moA ê-
ment as far as practicable. 

The revival of our foreign commerce is one instrumentality, and per
haps the most efficient one of all. If the annual earnings of American 
A^essels were eighty million instead of thirty the difference in the amount 
of exchange aA^ailable abroad would meet a large part of the adverse 
balance in ordinary years. The experience of Europe tends to shoAV 
that the ability of a country to maintain specie payments is due largely 
to the condition of its foreign trade. Next, CÂ ery measure which 
increases or improA^es the channels of transportation between the sea
board and the cotton and grain-growing regions of the country, or 
lessens the cost of freight, adds somethin g to our capacity to compete 
successfully in the markets of the Avorld. 

Finally, those measures which encourage American inanufactures, 
especially of iron, AVOOI, and cotton, and discourage the importation of 
like products, affect faA^orably the balance of trade and help us towards 
the end we seek. 

This statement, in three parts, is a general statement of a policy that 
in my opinion will aid the country in reaching a condition when. ,it 
Avill be practicable to resume and maintain sx3ecie payments. 

Anticipating that day, I anticipate also that the burden of resumption 
will rest ux)on the Government. There are now more than nineteen 
hundred banks in the country, and I cannot imagine a condition of 
things so favorable for a period of years as to enable them at all times 
to redeem their notes in specie only. Without i^roceeding to the dis
cussion of the subject in detail, I think that all will haA ê been gained 
that is of A âlue Avlien tlie Treasury shall be prepared to pay the demand 
notes of the GoA'ernment in coin, and the banks shall be prepared to 
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pay their notes either in coyi or in legal-tender notes; and then our 
good fortune will clearly appear in this, that our paper currency is not 
exclusively of natioaial bank notes nor exclusively of United States 
notes. 

GEO. S. BOUTWELL, 
Secretary of the Treasury, 

Hon, JAMES G, BLAINE, 

Speaker of the House of Eepresentatives. 
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R E P O R T 

TREASURY DEPARTMENT, 

Washington,, B. C, Becember 1, 1873. 

S I R : In compliance with the provisions of law, I have the honor to 
submit to Congress the following report: 

RECEIPTS, &C., FOR FISCAL YEAR ENDING JUNE 30, 1873 . 

The moneys received and covered.into the Treasury during the fiscal 
year ended June 30, 1873, were— 

From customs. - $188, 089,'522 70 
From internal revenue - . . 113, 729, 314 14 
From sales of x>ublic lands 2, 882, 312 38 
From tax on circulation and deposits of national 

banks 6, 830, 037 67 
From repayment of interest by Pacific Eailway Com

panies : . . . , 514, 206 04 
From customs'fines, penalties, &c.j labor, drayage, 

storage, &c - 1, 966, 469 36 
From sales of Indian trust lands : - - 818, 246 58 
From fees, (consular,) letters patent, homestead, &c. lj.877, 221 67' 
From XDroceeds of sales of Government property 1, 637, 283 15 
Froni marine-hospital tax , 333, 003 03 
From steamboat fees 259, 092 56 
From direct tax 315, 254 51 
From x)rofits on coinage 489,134 62 
From tax on seal-skins - - 252,181 12 
From miscellaneous sources 2,184, 394 25 

Total ordinary receipts - 322,177, 673 78 
Premium on sales of coin -' 11, 560, 530 89 

Total net receipts 333, 738,204 67 
Balance in Treasury June 30,1872, including $3,047 80 

received from ^'unavailable". 106, 567, 404 74 

Total available cash 440, 305, 609 41 
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The net expenditures by warrants during the same period were—, 

For civirexpenses. $19,348, 521 01 
For foreign intercourse 1, 571, 362 85 
For Indians-. - -. - 7, 951, 704 88 
For pensions . - . . - . . , . - - 29,359, 426 86 
For military establishment, including fortifications, 

river and harbor improvements, and arsenals 46, 323,138 31 
For naval establishment, including vessels and ma

chinery, and improvements at navy yards 23, 526,256 79 
For miscellaneous, civil, including public buildings, 

light-houses, and collecting; the revenue - 52, 408, 226 20 
For interest on the public debt , - . ' . - . 104, 750, 688 44 
For premium on bonds purchased 5,105,919 99 

Total, exclusive of the public debt 290, 345,245 33 
Redemption of the x')rincix3al of the debt, exclusive of 

the certificates of deposit issued under act of June 
8, 1872, for the redemption of which a like amount 
of United States notes was set ax^art and held as a ^ 
special deposit $50, 498, 335 58 

Outstanding certificates of dex^osit 
mentioned above, added to the prin
cipal of the debt and to the cash 
balance in the Treasury 31, 730, 000 00 

Leaving net disbursements on account of loans 18, 768, 335 58 

309,113, 580 91 
Balance in theTreasury June 30,1873. $99, 462, 028 50 
To which add special deposit of legal-

tender notes for redemption of cer
tificates of deposit, added above. -. 31, 730, 000 00 

Total cash balance July 1,1873 131, 192, 028 50 

Total - . . . - - - - - - . 440,305, 609 41 

By the foregoing statement it will be seen that the 
net revenues for the fiscal year were $333, 738,204 67 

.And the ordinary expenses 290, 345,245 33 

Leaving a surplus revenue of 43, 392, 959 34 
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Which has been apxDlied to the reduction of the 
debt, as follows: 

Eeduction of principal account, exclusive of certifi
cates of deposit-'- - $50, 498, 335 5S 

Decrease of cash in the Treasury, exclusive of sxiecial 
dex30sit of United States notes for redemx^tion of 
certificates of dex30sit, as compared with June 30, 
1872 .- ' 7,105, 376 24 

Reduction in debt 43, 392, 959 34 

This statement treats solely of the principal of the debt. By the 
monthly debt statement of the public debt, into which enter the 
accrued interest, interest due and unpaid, and the cash in the Treas
ury, as ascertained on the day of publication, as well as the principal 
of the debt, the reduction of the debt during the past year amounted to 
$43,667,630 05; and the total reduction from March 1, 1869, to ISTovem
ber 1, 1873, has been $383,629,783 39, the annual saving of interest 
resulting therefrom being $27,432,932 04. 

RECEIPTS, &C., FOR FIRST QUARTER OF FISCAL YEAR ENDING JUNE 30 , 

1874. 

The receipts during the first quarter of the current fiscal year were— 

From customs $49,195, 403 68 
Fcom sales of public lands -° 573, 768 07^ 
From internal reveuue 25, 640, 454 41. 
From tax on circulation, <Sbc., of national banks 3, 490, 743 66 
From repayment of interest by Pacific Railways . . - . 198, 970 56 
From customs' fines, &c 438, 514 21 
From consular, patent, and other fees 503, 941 12 
From proceeds of Grovernment proxierty 303, 765 32 
From miscellaneous sources 1, 507, 931 21 

Fet ordinary receipts - - 81, 853, 492 24 
From premium on sales of coin 2, 350, 818 34 
From Government of Great Britain—payment of the 

award of the tribunal of arbitration at Geneva 15^ 500, 000 00 

Total receipts • . . . 99, 704,310 58 
Balance in Treasury June 30, 1873 131^ 192, 028 50 

Total available : 230, 896, 339 08 
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The expenditures during the same period were as follows : 

For civil and miscellaneous expenses, including public 
buildings, light-houses, and collecting the revenues $17, 372,293 60 

For Indians '. - 2,008, 715 19 
For pensions : - - -. 8, 698,156 58 
For military establishment, including fortifications, 

river aiid harbor improvements, and arsenals 13, 795, 053 48 
For naval establishment, including vessels and ma

chinery and iinprovements at navy yards 9, 792, 451 57 
For interest on the public debt, including Pacific 

Railway bonds - . . ^ 37, 051, 907 79 

Total, exclusive of the principal and premium 
on public debt. 88, 718, 578 21 

Premium on purchased bonds $1, 301, 946 78 
Award by Geneva tribunal, invest

ment account 15, 500, 000 00 
Ket redemption of the public deb t . . . . 32, 986, 828 91 

49, 788, 775 69 

Total net expenditures \. 138,507, 353 90 
Balance in Treasury September 30, 1873 92,388,985 18 

Total 230, 896, 339 08 

Owing to the large proportion of the interest on the public debt 
maturing July 1, the amount paid out on that account during the first 
quarter of the year is more than half as much as will be required for the 
next nine months, and although it enters into the expenses pf this 
quarter, it is properly chargeable to a longer period of time. Many 
other expenditures are greater also during the first than any subse
quent quarter, by reason of the necessity of supplying disbursing offi
cers with money under new appropriations which became available on 
the first of July. 

For the remaining three-quarters of the current fiscal year it is 
estimated that the receipts will be— 

From customs $111, 000, 000 00 
From sales of public lands 1, 500, 000 00 
From internal revenue 66, 000,000 00 
From tax on national banks \ . . 3, 200, 000 00 
From Pacific railways 300, 000 00 
From customs' fines, &c - . . : 800, 000 00 
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From consular, patent, and other fees — .̂  $1,300, 000 00 
From sales of public property .' 1, 000, 000 00 
From miscellaneous sources 2, 000, 000 00 

Total 187,100, 000 00 

For the same period it is estimated that the expenditures will be— 

For civil expenses . . . . . " . . . . : $15, 250, 000 00 
For foreign intercourse 1,100, 000 00 
For Indians 6, 500, 000 00 
For pensions 21, 780, 000 00 
For military establishment 34, 000, 000 00 
For naval establishment 18, 000, 000 00 
For.miscellaneous, civil, including public buildings.. 34, 000, 000 00 
For interest on the public debt. 70, 000, 000 00 

Total- ' 200, 630, 000 00 

This will leave a deficiency in the revenues of $13,530,000. 

ESTIMATES FOR FISCAL YEAR ENDING JUNE 30 , 1875. 

I t is estimated that the receipts for the fiscal 3 êar ending June 30, 
1875, win be— 
From customs $180, 000, 000 00 
From sales of public lands 2,500, OQO 00 
From internal revenue 108, 000, 000 00 
From tax on national banks 6,200, 000 00 

'From Pacific railways - ' . , . • 500, 000 00 
From customs' fines, &c 1, 500, 000 00 
From consular, patent, and other fees.. . , -. 1, 500, 000 00 
From sales of public property . 1, 500, 000 00 
From miscellaneous sources 4, 000, 000 00 

Total. - 305, 700, 000 00 
_ 

I t is estimated that the expenditures for the same period will be— 

For civil expenses.. - - '. ^ -. $19, 500, 000 00 
Forforeign intercourse -! 3, 350, 000 00 
For Indians 7, 000, 000 00 
For pensions 30, 480, 000 00 
For military establishment, including fortifications, / 

river and harbor improvements, and arsenals 50, 000, 000 00 
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For naval establishment, including vessels and ma
chinery and improvements at nav^^ yards $23, 000, 000 00 

For miscellaneous, civil, including public buildings, 
light-houses, and collecting the revenues 54, 067,144 00 

For interest on the public debt. 98, 000, 000 00 
For interest on Pacific Railway bonds 3, 875, 000,00 
For sinking fund.. -: 29, 918, 856 00 

Total.. - 319,191, 000 00 

The estimates received from, the several Executive Departments are 
as follows: • 

Legislative - -. $3,961, 405 62 
Executive - 17, 895, 674 90 
Judicial : . . . 3,409, 750 00 
Foreign intercourse .. - 3,347, 304 00 
Military 34, 881, 618 10 
IsTaval 19, 251, 935 86 
Indians 6, 765, 779 61 
Pensions *30, 480, 000 00 
Public works 33,168,287 10 
Postal service • ^ .̂. -. 6, 811,363 00 
Miscellaneous \ . . . 10, 704, 381 42 
Permanent 16, 926, 890 49 
Interest on public debt : 97, 798, 080 00 
Interest on Pacific Railway bonds .» 3, 877, 410 72 
Sinking fund. .• -. 29, 918, 856 00. 

Total 319,198, 736 82 

The book of estimates, now ready to be laid before Congress, thor
oughly prepared under the immediate supervision of Mr. C. F. Conant, 
chief of the warrant division of the Secretary's ofiice, whose watchful 
care, industry, and judgment have made it a work of great accuracy, 
will prove to be of the utmost convenience to committees and members. 

The several tables which^ form part of this report furnish details of 
the accounts of the Department. 

THE REVENUES AND ESTIMATES. 

On account of the alterations in the tariff laws, effected by the acts of 
May 1 and June 6,1872, adding tea and coffee and other articles to the 
free list, and the reduction of duties on other merchandise, as well as 
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by the removal of a considerable amount of internal revenue taxation, 
the receipts have fallen off for the year ending June 30, 1873, much 
below those of x:)revious years, as was anticix)ated. 

Since the close of that year the recent severe financial and commer
cial crisis has caused an additional and unexpected diminution in the 
revenues during part of September and the whole of October and 
ISTovember. 

But it is gratifying to find that, in this x^eriod of the greatest com
mercial embarrassment, the receipts in coin from customs have been 
greater than the proportionate amount required for the same period to 
meet the interest on the xiublic debt and all other expenditures which 
are payable in coin. 

For the remainder of the year the currency payments will be much 
larger than the ordinary currency receipts without the sale of gold. 
The revenues have already fallen off sufficiently to make it important 
and necessary to exercise the greatest economy in appropriations and 
expenditures for the future. And should there not be a revival of 
business at an early day, and an increase in the receipts over those of 
the x^ast two and a half months, additional means will be required to 
meet exxienses. Should such be the case, I recommend additional 
taxation, judiciously laid, so as to be the least burdensome ux^on the 
people and the business of the country, rather than a resort to borrow
ing money and increasing the public debt. 

In the estimates for the next nine months, as well as for the next 
fiscal year, the x)robable effect of the financial and business derange
ment has been somewhat taken into account; but, as it is yet too early 
to determine its full effect upon the future revenues, or to estimate 
when and to what extent they will be restored to their former amounts, 
these estimates are subject to future contingencies, which*, during the 
next few months. Congress will be better able to take into account and 
to judge of than it is possible to do at this time. , 

In any event, I earnestly commend ever}^ reduction in the appro
xiriations which may be found xiossible, to the end that the economy 
which the x̂ eox̂ le, suffering under the xiresent embarrassment in busi
ness, are everywhere disposed to make, may be shared and encouraged 
by the Government through their public servants. 

REFUNDING THE PUBLIC DEBT. 

Under arrangements made by my immediate predecessor in January 
last, the refunding of the public debt has been successfully continued, 
and is still x3rogressing in x)recisely the same manner as previous 
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negotiations were conducted. Subscriptions have been made to the 
new five per cent, funded loan to the extent of eighty-four and a half 
million dollars, and the proceeds are applied, as fast as subscriptions 
mature, to the. redemx^tion of an equal aimount of five-twenty bonds 
bearing six per cent, interest. 

In addition to that amount, the fifteen and a half million (-ollars 
received from Great Britain in payment of the Geneva award, under the 
first article of the Treaty of Washington, have been used to redeem so 
far the outstanding public debt bearing six per cent, interest, and an 
amount equal to the debt so redeemed has been invested in five per 
cent, bond's of the funded loan, and a registered bond therefor has 
been issued to the Secretary of State, in trust, to be held subject to the 
future disposition of Congress, according to the provisions of the act 
of March 3, 1873. 

When the subscriptions above mentioned shall have matured there 
will have been thus effected since January last a conversion of the 
debt bearing six per cent, interest into the new five per cent, loan., one 
hundred million dollars, making an annual saving of interest to the 
amount of one million dollars. And the whole amount converted into 
this loan since the passage of the refunding ac.t will be three hundred 
million dollars, reducing the annual interest charge three million 
dollars. 

The credit of the United States has not stood higher since the close 
of the rebellion than it does at the present time, and it is believed 
that the refuriding of the six per cent, debt at a lower rate of interest 
can be still further continued. 

LOAN OF 1858. 

Under the provisions of the act of June 14, 1858, as amended by the 
act of March 3, 1859, (chap. 82, sec. 6,) the then Secretary of the 
Treasur}^ contracted a loan of twentj^ million dollars, for part of which 
registered bonds were issued '̂  redeemable at the pleasure of the United 
States at any time after the expiration of fifteen years after the 1st of 
January, 1859;" and for the balance, and much larger xoart, coupon 
bonds Avere issued '-payable at any time after the 1st day of January, 
1874, on presentation and surrender of the certificate at the Treasury 
of the United States." 

I t will be perceived that the two classes of bonds differ materially 
in phraseology as to the option of payment after January 1,1874, but I 
am unable to discover, either from the act itself or from the records of 
the Department, that any difference in the contracts was intended, and 
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it is presumed that the variation in language of the two classes of 
bonds Svas wholly accidental. Since the passage of the act of June 30, 
1864, authorizing the Secretary of the Treasury to issue registered 
bonds of any loan in exchange/or coux^on bonds of the same loan, the 
coupon bonds of this loan to the amount of about four million dollars 
haye been exchanged into the registered bonds, and the amount of 
each class now outstanding is $6,255,000 registered, and $13,745,000 
coupon. 

It is understood that some holders of the coupon bonds have re
garded them as payable on the first of January next or at any time 
after that date, at their option. Applications have been made to the 
Department for the privilege of exchainging coupon bonds for five per 
cent, bonds of the funded loan, which exchange the Secretary of the 
Treasury has now no authority to x^ermit. 

1̂ 0 apxiroxiriation has been made, either in the act authorizing the 
loan or in any subsequent act, for the payment of the principal, and no 
provision of law exists for determining the pleasure of the United 
States as to the time of payment of either class of bonds. 

The attention of Congress is thus called to this loan with the recom
mendation that such action in relation thereto may be taken, before the 
1st day of January next, as Congress may deem, wise and just. 

THE BANKS, THE FINANCIAL CRISIS, AND THE CURRENCY. 

The prevailing xiractice, not only of national banks, but of State 
banks and x^i'ivate bankers, of paying interest on deposits attracts 
currency from all parts of the country to the large cities, and especially 
to Kew York, the great financial centre. At seasons of the year when 
there is comxiaratively little use for currency elsewhere, immense 
balances accumulate in ISTew York, where, not being required by the 
demands of legitimate ahd ordinary business, they are loaned on call 
at a higher rate of interest than that paid to depositors and are used 
in speculation. 

Every year, at the season when the demand sets in from the West 
and South for currency to be used in payment for and transportation 
of, their agricultural products, there occurs a stringency in the money 
market arising from the calling in of such loans to meet this demand. 

Until this year, though annually creating some embarrassment, this 
demand has been met without serious difficult}^ 

During the past summer, anticipating the usual autumn stringency, 
the Treasury Department sold gold while the inarket price was high, 
currency abundant, and bonds for sale in the market were scarce, 
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and vî hile there was a surplus of gold in the Treasury, and thereby 
accumulated about fourteen million dollars of currency with the view 
of using the same or such part thereof as might be necessary in the 
XDurchase of bonds 'for the sinking fund at times during the autumn 
and winter when they could be bought at a price not above par in 
gold, or in meeting demands upon the Treasury^ as circumstances 
should require. 

This year there was a great demand for currency to pay for the 
heavy crops of a bountiful harvest, for which the European countries 
offered a ready market. The suspension of certain large banking 
houses, the first of which occurred on the 18th day of Seiitember, 
alarmed the people as to the safet}^ of banks aud banking institutions 
in general. Suddenly there began a raxiid calling in of demand loans 
and a very general run on the banks for the withdrawal of dexiosits. 
Entire confidence was manifested in United States notes and even in 
national-bank notes, and they were drawn wherever they could be 
obtained and were largely hoarded with as much avidity as coin was 
ever hoarded in times, of financial distress when that was the circu
lating medium of the country. The banks found themselves unable to 
meet the demands ux')on them, currencj^ in circulation became exceed
ingly scarce, and the business of the'COUDtry became greatly embar
rassed. 

In this condition of things, great pressure was brought to bear upon 
the Treasury Department to afford relief by the issue of United States 
notes. The first application came from a number of gentlemen in I^ew 
York, suggesting that no measure of relief would be adequate that did 
not place at the service of the banks of that city twenty millions of 
dollars in United States notes, and asking that the assistant treasurer 
at New York should be authorized to issue to those banks that amount 
of notes as a loan upon a pledge of clearing-house certificates secured 
by ample collaterals, and for which certificates all the banks were to 
be jointly and severally responsible. This proposition was declined, 
it being clearly not Avithin the duty or the authority of the Treasury 
Department, under any iirovisions of law, thus to employ the public 
money. 

Exchange on Europe having fallen to unusually low rates, and in
deed having become almost unsaleable in the market, to the embarrass
ment of our foreign and domestic'trade, applications were made to the 
Secretary of the Treasury to use the money in the Treasury in the pur
chase of exchange. The Treasury Department having no occasion to 
do this for its own use, and no necessity for transferring funds to 
Europe, was compelled to decline this proposition, which, if accepted. 
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would have x^ut the Dexiartment in the xiosition of becoming a dealer 
in exchange, a position clearly inconsistent with its duties. 

Subsequently the J^ew York Produce Exchange made a proposition 
to accomx^lish the same result in a different form, and also requested, 
as others had before, that.tlie Secretary should pay at once the twenty-
million loan of 1858, to which the following reply was made: 

TREASURY DEPARTMENT, 
Washington, September 30, 1873. 

S I R : Your letter of the 29th inst., covering two resolutions of.the 
IsTew York Produce Exchange, has been received and the subject-matter 
fully considered. ^ 

The resolutions are as^ follows: 
' ^WHEREAS the critical condition of the commercial interests of the 

country requires,immediate relief by the removal-of the block in nego
tiating foreign exchange; therefore be it 

^'Besolved, That we respectfully suggest to the Secretary of the Treas
ury the following x)lans for relief in this extraordinary emergency: 

' 'First. That currency be immediately issued to banks or bankers, 
upon satisfactory evidence that gold has been placed upon special 
deposit in the Bank of-England, by their correspondents in London, 
to the credit of the United States, to be used solely in xiurchasing com
mercial bills of exchange. 

''Second. That the President of the United States and the Secretary 
of the Treasury are respectfully requested to order the immediate pre-
X^ayment of the outstanding loan of the United States due January 1, 
1874." . . . • 

While the Government is desirous of doing all in its power to relieve 
the present unsettled condition of business ailairs—as has alreadj^ been 
announced by the President—it is constrained, in all its acts, to keep 
within the letter and spirit qf the laws, which the officers of the Gov
ernment are sworn to suxDx̂ ort, and theycannot go beyond the authority 
which Congress has conferred upon them. Your first resolution presents 
difficulties which cannot be overcome. It is not suxiposed that you 
desire to exchange coin in England for United States notes in New 
York at x)ar. If your proposition is for the Government to xiurchase 
gold iu England, to be paid for in United States notes at the current 
market rate in IsTew York, it would involve the Government in the 
business qf importing and speculating in gold, since the Treasury 
has no use for coin beyond its ordinary receipts, and would be obliged 
to sell the coin so X3urchased at a price greater or less than was x)aid 
for it. If your object is to induce the Treasury Department to loan 
United States notes to banks in New York ux^on the x^ledge and deposit 
in London of gold, it is asking the Secretary of the Treasury to loan 
the money of the United States upon collateral security for which there 
is no authority in law. If the Secretary of the Treasury can loan notes 
upon a pledge of coin he can loan them upon a pledge of other prop
erty in his discretion, as he has recently been requested to do, which 
would be an extraordinary power as well as a most dangerous business 
to engage in, and which my judgment would deter me from undertaking, 
as the Secretary of the Treasury, even if by any stretch of construction 
I might not find it absolutely prohibited by law. The objections already 
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mentioned to your first resolution axe so insuperable and conclusive 
that it is unnecessary for me to refer to the many practical difficulties 
which would arise if an attempt should be made to comply with your 
request. Your second resolution calls for the' payment at once of the 
loan of 1858, or the bonds commonly called ' 'Fives of 1874." Upon a 
thorough investigation I am of opinion that Congress has not conferred 
upon the Secretary of the Treasury power to comply with your request 
in that particular, and in this opinion the law officers of the Govern
ment concur. Under these circumstances you will perceive that, while 
I have great resxiect for the gentlemen comprising the New York 
Produce Exchange, I am. compelled, b}̂  my views of the law and of my 
duty, to respectfully decline to adopt the measure which your resolutions 
propose. 

I have the honor to be, very respectfully, 
W M . A . RICHARDSON, 

• Secretary of the Treasury. 

TheChainber of Commerce of Charleston, South Carolina, xietitioned 
for the transfer of currency to that city, and the X3urchase with it, at 
that xioint, of exchange on New York, to aid those engaged in forward
ing the cotton crop to the market. The folloAA îng letter was sent in 
answer to this petition: \ 

TREASURY DEPARTMENT, 
Octoher 3, 1873. 

SAMUEL Y . TuppER,'Esq., 
President Chamber of Commerce, Charleston, S. C.: 

I have the honor to acknowledge the receix^t of the memorial of the 
Charleston, South Carolina, Chamber of Commerce, addressed to the 
President ofthe United States, and referred to this Department, which, 

. after reciting the present stringency in the -money market and the 
difficulty of obtaining currency, requests ' ' tha t the sum of five hun
dred thousand dollars be xilaced and maintained on deposit Avith the 
assistant treasurer at Charleston, to be used by him in the purchase 
of New York exchange from the banks." 

To comply with the request it w^ould be necessary for the Treasury 
DexDartment to send currency by exx^ress to Charleston from time to 
time, and to buy with it exchange on New York in competition with 
private bankers. 

Should this request be granted a hundred other xilaces in the coun
try might, with equal propriety, ask for the same relief, and if all such 
requests were impartially granted, the Dexiartment w^ould find itself 
engaged in an extensive exchange business, fixing and regulating the 
rate of exchange between different places in the country, and the 
public money, raised by taxation only for the purpose of carrying on 
the Government, would be employed to a very large amount in a busi
ness which Congress has not given the Secretary of the Treasury any 
authority to engage in. 

With a due regard to the proxier management of the Treasury De
partment, within the provisious of law, I have felt it to be my duty to 
decline all similar x)ropositions from other places, and your request 
must, therefore, receive the same response. 

I have the honor to be, very respectfully, yours, 
W M . A . RICHARDSON, 

Secretary of the Treasury. 
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The Executive Dexiartment of the Government was anxious to do 
everything in its power, under the law, and with due regard to the 
XDrotection of the Treasury and the maintenance 6f public credit, to allay 
the panic and to prevent disaster to the legitimate commercial and in
dustrial interests of the countiy; but it. was found impossible to afford 
the relief in au}^ of the ma^ny forms in which that relief was asked. I t 
was decided, therefore, to adopt the only practicable course which 
seemed to be open to it, the purchase of bonds for the sinking fund to 
such, an extent as the condition ofthe Treasury would allow, and thus 
release a considerable amount of currency from its vaults. Purchases 
of bonds were commenced on the morning of the 20th of September, 
and Avere continued until the 24th, when it became eyident that the 
amount off'ering for purchase was increasing to an extent beyond the 
power of the Treasury to accept, and the purchasing was closed after 
bonds to the amount of about thirteen million dollars had beenjDought, 
and without the use of any part of the fortj^-four millions of United 
States notes, generally known as the reserve. 

I t should be stated that in the excitement there were man3^ persons 
in the city of New York who insisted with great earnestness that it 
was . the duty of the Executive to disregard any and all laws vvhich 
stood in the way of affording the relief suggested by them—a x^roposition 
which indicates the state of feeling and the excitement under which 
applications were made to the Secretary, of the Treasury to use the 
X)ublic money, and which, it is scarcely necessary to add, could not 
be entertained by the officers of the Government to whpm it was 
addressed. 

These facts are recited in order to lay before Congress, and place on 
record in a concise form, exactly what the Treasury Department was 
asked to do, and what it did. in the late financial crisis. 

The currency x^aid out of the Treasury for bonds did much to 
strengthen mau}^ savings bank.s, and to prevent a panic among their, 
numerous depositors, who began to be alarmed, and had there 
developed an extended run ux3on those useful institutions, it would 
inevitably have caused widespread disaster and distress. I t also forti
fied other banks, and checked the general alarm to some extent. But the 
loss of confidence in the value of a great amount of corporate property 
which immediately followed the failure of banking houses connected 
with largely-indebted corporations, the distrust of the solvency of 
many other institutions, the doubt as to the credit of firms and indi
viduals whose business was supposed to be greatly extended, and the 
legitimate effect thereof in disturbing the business of the country, 
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could not be avoided by any amount of currenc^^ which might be 
added to the circulation alread}^ existing. 

Confidence was to be entirely restored only b}̂  the slow and cautious 
process of gaining a better knowledge of true values and making in
vestments accordingly, and by conducting business on a firmer basis, 
with less inflation and more regard to real soundness and intrinsic 
values. 

There can be no doubt that the practice by banks of allowing inter
est on deposits payable on demand is xDernicious, and fraught with 
danger and embarrassment to borrower and lender, as well as to the 
general business interests. 

Deposits x̂ â "̂ "̂ l̂e on demand should be limited to that surplus 
which individuals require over and above their investments, and no 
Xoart of that from Avhich they exxiect an income. Such deposits are 
comparatively stable in average amount, and constitute a healthy 
basis for banking purposes within xiroper limits, which prudent bankers 
know hoAÂ  to determine. 

But if dexDOsit accounts are employed as temx)orary iuA^estments, 
the interest attracts a large amount of money to those cities AÂ here 
such interest is paid, and Avhere speculation is most active, at 
seasons Avhen as much x̂ î ofit thereon cannot be secured elsewhere. 
With the first return of activit^Mn legitimate business these tempo
rary iuA'̂ estments are called in, and jeopardize in their sudden 
Avithdrawal the whole business of the banks, both affecting the 
legitimate dex^ositors on the one hand by excitement and distrust, and 
on the other creating a condition of things in Avhich the borroAvers on 
call are also unable to respond. The banks have borroAved their money 
of depositors on call. They have loaned it on call to speculators, 
Avho by its use have contributed to inflate the x^rices .of the stocks or 
merchandise Avhich have been the subject of their speculations. The 
-speculator Avants it to carry the stocks till he can dispose of them 
without a loss. This he is unable to do in a stringent money market. 
The banks, their depositors, and the borroAvers, all Avant it at the 
same time, and of course a stringency is dcA^eloped AÂ hich sx^reads 
distress throughout the country. . 

The system creates immense amount of debts payable on demand, 
all of which thus suddenly and unexpectedl}^ mature at the first shock 
of financial or commercial embarrassment in the countiy^, and at the 
very time when most needed by debtors and when they are least able 
to respond., 

There is no safety for corporations or individuals whose capital em
ployed is wholly or mostly borrowed on call. Many savings banks 
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were protected from ruin in the reeent financial excitement by availing 
themseh^es of proAnsions in their rules requiring sixty days or other 
X^eriods of notice before xiaying depositors, thus making all their de
posits payable on time. Every cautious and Avell-managed, savings in
stitution has such a rule among its^ by-laAvs. 

Without attributing- the stringency in the money market, which is ., 
experienced ever̂ ^̂ - autumn and occasionally at other seasons of the 
year, solely to this X3ractice of paying interest upon deposits in the 
large cities, it is evident that, when money is less needed in legitimate 
business, the xiractice encourages OA^ertrading and speculation, ahvays 
detrimental to the best interests of the country, and the bad effects of 
Avhich upon those interests become more apparent, and the disaster 
more widespread, w4ien the necessary contraction begins to be felt. 

I recommend that national banks be prevented from paying interest 
on deposits, or that they be restricted and limited therein, either by 
.direct prohibition, by discriminating taxation, or otherAvise. 

While legislation, by Cougress cannot prevent State banks and pri
vate bankers from continuing the xiractice, it can prevent national 
banks from becoming involved in, and instrunrental in producing, the 
embarrassments and difficulties to which it necessarily leads. 

The national banks, organized by law of Congress and having rela
tions A\ith the Government in. the issue of circulating notes, ought to 
be the most cautious and safe banking institutions ofthe country, and • 
should be kept aloof from all hazardous business which it is not 
Xiossible to prevent sanguine, venturesome, and speculative indiA^iduals 
from engaging in, at the risk of their cax3ital and their credit. 

With a fixed amount of circulation of bank notes and of United States 
legal-tender notes not redeemable in coin, and with gold above par in 
currency, thiere must be each year times of redundancy and times of 
scarcity of currency, depending wholly on the demand, no method ex- > 
isting for increasing the sux3X3ly. \ 

With a circulating medium redeemable in coin, a redundancy is 
corrected by the export, and a scarcity by the import of specie from 
other countries. 

There is a prevailing sentiment that more elasticity should bd given 
to the volume of the currency, so that the aniount in circulation might 
increase and diminish according to the necessities of the business of 
the country. But the difference of ox3inion on this subject is so great, 
and the real difficulties attending its solution are so numerous, that, 
without discussing any of the multitude of plans which have been pre
sented to the public through the X)r6ss and otherwise, I earnestly com-

' 2 S R 
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mend to the wisdom of Congress a.careful and thorough consideration 
of this important subject, rendered more obAdously important by the 
present embarrassed condition of large business interests which have 
suffered by the i'ecent financial crisis; and that, in such inquiry^ 
avoiding further inflation of the issue of irredeemable legal-tender 
notes, the most desirable of all financial results to be attained, namely, 
a X3ermanent return to the sound basis of specie payments, and a gold 
standard to which all our X3ax3er issues shall be made of equal A âlue, 
shall be the aim. 

To allow national banks to use part of their reserves at seasons of 
the greatest pressure, under proper restrictions and regulations, would 
afford some flexibility. 

Rigid statute laws applied to all banks, at all seasons, and in all 
places alike, often x3rove an embarrassment and injury when they con
flict AÂ ith economic principles and the laws of trade and business, 
which are stronger than legislative enactments, and cannot be OÂ er-
throAvn thereby. Associated banks at the several redemption cities 
named in the banking law, Avhich are the great controlling centres of 
business, might do inueh to give steadiness and safety, if they were 
authorized, through properly constituted boards or committees of their 
own officers, to exercise a large discretion in the use of their reserves, 
in the rate of interest to be charged at different seasons and under 

. different circumstances, and in other matters, within liinits prescribed 
by law. • 

Should it be deemed necessary or expedient to temporarily enlarge 
the x3aper-money circulation in cases of great emergency, xDi'Ovision 
inay be made to permit the national banks, under certain circumstances 
and to a limited extent, to increase their note circulation by a pledge 
of United States bonds, bearing no interest while so pledged, or subject
ing the banks to special taxation upon the circulating ndtes obtained 
thereon, or upon such other terms that it Avould be for their interest to 
recall the notes and redeem the bonds at the earliest x3ossible day after 
the pressure and their necessities should haA ê ceased. 

But any large augmentation of the issue of United States legal-
tender notes in time of X3eace would not only be a departure from that 
"declaration of public policy and X3ledge of the X3ublic faith to the 
national creditors," made in the act of June 30, 1864, that the total 
amount of such notes shall never exceed four hundred million dollars, 
as well as from that more solemn x^ledge contained in the first act of 
the Forty-first Congress, " to make provision at the earliest xiracticable 
X3eriod for the redemx3tion of United States notes in coin," but would 
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postpone the day of specie payments and render it more difficult to 
attain in the distant future, unsettle confidence in our national finances, 
and be a serious detriment to public credit at home and abroad. . 

There can be no doubt that during the eight years since the rebellion 
there has been a growing desire among the people to restore the paper 
circulation to a specie standard, and that any stex3S taken tp accom-
Xilish that object wiU be received with general favor. 

I t is not possible to resume and maintain sx3ecie payments with so • 
large an amount of notes in circulation, and so small an amount of 
gold in the country. The volume of currency must be reduced or that 
of coin greatly increased. Should the national banks be prohibited 
from selling the coin received by them as interest upon bonds pledged 
to secure circulation, retaining the same in Avhole or in part in 
reserve, or loaning it in the discount of bills and notes payable in 
coin, as Congress might prescribe, there would be a gradual accumu
lation of gold in the banks, which would do something towards pre
paring for resumptiouo This, with a constant increase of coin in the 
Treasury, undertaken, with the approval of Congress, Avould ere:, long 
lead to the desired result, when other conditions required for the main
tenance of specie payments should become favorable. 

The acts of Congress of February 25, 1862, July 11, 1862, and March 
3, 1863, together authorize the issue of four hundred million dollars of 
United States notes, in addition to fifty million dollars of such notes 
reserved for the purpose of securing x^rompt xiayment of temporary-
loan deposits, and the act of June 30, 1864, contains these, words: 
"nor shall the total amount of United States notes issued, or to be 
issued, evei? exceed four hundred millions of dollars, and such addi
tional sum not exceeding fifty millions of dollars, as may be tempor
arily required for the redemption of temporary loan." 

The temporary loans referred to in the foregoing acts having been 
redeem.ed, the maximum amount of United States notes which, under 
existing laws, can now or hereafter be issued, is four hundred million 
dollars. 

Between the 31st of August, 1865, when the amount of United States 
notes outstanding was at its highest point, and the 4th of February, 
1868, there was a gradual contraction of the amount in. actual circula
tion, limited by' the act of February 12,1866, to not more than ten mil
lion dollars within the then next six months, and thereafter not more 
than four million dollars in any one month. On the 4th of February, 
1868, Congress passed an iact suspending further reduction of the cur
rency, when the amount outstanding was three hundred and fifty-six 
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million dollars, and that sum is HOAV the minimum limit df issue. But 
the law authorizing the issue of the maximum of four hundred million 
dollars has never been repealed, and has uniformly been held by the 
Treasury Department and the laAv officers thereof to be in full force. 
In view of the uncertainty which exists in public sentiment as to the 
right of the Secretary of the Treasury to issue United States notes in 
excess of the minimum,- and the conflict of ox3inion as to the policy of 
doing so, conceding that he has that right under the law, I resxiect
fully recommend that Congress shall set these questions at rest by a 
distinct enactment. 

Until that is done, whenever there is a stringency in the money 
market there will continue to be.a pressure upon the Treasury Depart
ment, by those who favor a X3olicy of exx3ansion, to increase the issue 
of notes to the maximum, by the purchase of bonds or otherwise; 
while, on the other hand, those who conceive that the public interests 
will be better served thereby will bring equal pressure to keep the 
issue down to the minimum. 

Assuming that it is the settled policy of Congress, as declared in 
the act of June 30, 1864, above cited, that the tot.al amount of 
United States notes, issued and to be issued, shall never exceed four 
hundred million dollars, I am of oxiinion that it would be uuAvise to 
require the amount in actual circulation to be kept up to the maxi
mum or to any amount above the present minimum. The Treasury", 
dex3ending princix3ally upon the receix3ts from customs and internal 
taxation, without the power of borrowing or otherwise increasing its 
resources, with liabilities created by congressional ax3X3ropriations 
which must be met in currency to the extent of nearly two hundred 
million dollars a year, ought always to have a large reserve upon 
Avhich it can draw to meet the ordinary demands upon it in case of 
emergencies, when the .revenues suddenly, and unexpectedly diminish 
by reason of a national calamity or financial derangement, which from 
time to time are liable to occur in all nations. 

Such a reserve is also rendered necessary by the fact that the frac
tional currency authorized to be issued to the amount of fifty million 
dollars, UOAV in actual circulation to the extent of more than forty 
million dollars, is redeemable ih United States notes at the option of. 
the holders. . 

In order that there may be no ^misunderstanding as to the circum
stances under which the amount between the minimum and the maxi
mum may be issued, and, that it may not be issued for the purx30se of 
inflating the x^^P î' currency of the country, I recommend that it be 
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declared a reserve to be issued temporarily when the ordinary demands 
upon the Treasury shall require it, and in payment of such demands 
and for the redemption of fractional .currency, the amount so issued to 
be returned to the reserve as soon as the cdndition of the Treasury 
shall warrant it, and that the purchase of bonds shall be forbidden so 
long as the outstanding United States notes shall exceed the minimum 
fixed by the act of February 4, 1868. 

I believe that such a reserve, so restricted, would be a xii'oper and 
reasonable x3rotectioh against any contingencies whereby the revenues 
of the country might temporarily be diminished, and. Avould give no 
reasonable cause to fear permanent inflation. As it ought not to 
be the business of the Treasury Department to increase and diminish 
the amount of legal-tender notes from time to time, according to the 
condition of the money market, and for the sole purpose of affecting 
that market, I think it Avould be unwise to authorize the reserve to be 
issued excex3t for the purposes and in the manner which I have sug
gested. 

NATIONAL BANK NOTES. 

In the general appropriation act for the fiscal year ending June 30, 
1874, the following special appropriation is made, in addition to the 
usual annual appropriation for making and issuing the national cur
rency : 

"For replacing the worn and mutilated circulating notes of national 
banking associations, and for engraAdng and preparing, in such man
ner and on such paper and of such form and design as the Secretary 
of the Treasury may prescribe, new circulating notes for such associa
tions to rejilace notes of a design and denomination now successfully 
counterfeited, six hundred thousand dollars: Provided, That each of 
said national banking associations shall reimburse the Treasury the 
costs of the circulating notes furnished under this iirovision." 

The operation of this clause must be very limited without further 
legislation. The making of new plates and replacing notes seem to be 
restricted to those of denominations which have been successfully coun
terfeited, and it is found that the only one that can be thus considered 
is the ten-dollar note, although the tAvo and the twenty-dollar notes 
have been counterfeited to some extent. A plate has been made for 
the ten-dollar note, but as the proviso in this clause requires banking 
associations to reimbiHse the Treasury for the cost thereof, feAÂ  banks 
are inclined to order them while they can continue to haA ê notes of 
other denominations printed from.the old plates without cost to them-
selA^es, under the provisions ofthe general banking law. 
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I recommend that the x3roÂ iso in the clause aboA ê cited be repealed, 
or that banks be required to pay for all new notes furnished them, 
whether printed from new or old plates. 

The soiled and mutilated condition of the circulating notes of national 
banks now in use makes it a matter of necessity that something should 
be done^to redeem the same and to supply their places Avith new cur
rency, to the end that all the notes, which the peox3le are obliged to« 
take ahd use as money may be clean and whole. Several methods to 
accomplish this result haÂ ê been carefuUy considered, but no X3lan 
seems to be feasible without the active co-ox3eration of the banks 
themselves, assisted by such congressional enactments, as may be 
required for that purpose, which are earnestly recommended. 

EXPORTS AND IMPORTS. 

During the fiscal year ending June 30) 1873, the value of merchan
dise imported into the United States was $642,029,539, as against 
$626,595,077 for the previous year. 

An analysis shows an increase in' the imports of merchandise 
admitted duty free, in raw materials and in some articles of necessity, 
while in some articles of luxury there, was a reduction. 

The increase in the imxiortation of coffee was $6,164,339, and in 
tea, $1,522,519, in addition to the amounts in. bond July i , 1872, and 
Avhich were withdraA\^n therefrom during the year. Coffee was so Avith
drawn for consumx3tion to the A âlue of $16,901,126, and tea to the 
value of $18,024,2lt. There was an increase, also, in the importation 
of copper and copper manufactures of $1,818,488; soda and salts, 
$1,719,408; tin in plates, $2,681,222; hides and skins, $1,427,784; fur-
skins, $188,170; melado, $2,656,138; wood and manufactures thereof, 
$2,141,766; eartheuAvare, $745,140; manufactures of cotton, $9,893,870. 

There was a decrease in silk, goods, $5,723,582; x^recious stones, 
$.182,905; fruits, $713,203; fancy goods, $278,577; fine linen, laces, 
and other manufactures of flax, $1,054,115; as Avell as in some articles 
of a different class, such as barley, $440,626; ox3ium and extracts 
thereof, $128,839; leather • and leather goods, $1,829,917; wool, 
$8,105,114. 

The gold value of the exports of merchandise from the United States 
was,$522,478,892, as against $444,177,586 for the prcAdous year. 

There was an increase in certain articles exported as follows, the 
,A^alue being stated in currency: 

Cotton, $47,201,672; "wheat, $12,537,194; wheat, flour, $1,425,980; 
bacon and hams, $13,895,545; pork, $884,727; lard, $1,068,196; cheese. 
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$2,745,092; oils, $7,256,514; wood and manufactures thereoi, $3,878,930; 
manufactures of iron, $2,372,725; coal, $952,449; drugs and chemicals,. 
$575,050; hides and skins, $2,159,845; furs and fur-skins, $382,545; 
leather and leather goods, $1,621,465; in liÂ e animals, $259,731. 

The export of gold and silver in excess of the imports was. 
$63,127,637, as against $66,133,845 for the previous year. 

The balance of trade in merchandise has been largely against the 
United States for many years, and the country has exx3orted during the 
twenty years ending Avith the last fiscal year gold a;nd silver to the. 
'extent of inore than a thousand million dollars OÂ er and above the 
;amount imx3orted. 
. For some months x^ast, and esx3ecially in the months of October and. 

November, the export trade in merchandise has greatly increased, and, 
owing to the disturbance of financial affairs and other causes, the im
portation of goods has largely diminished, so that the balance of trade 
a t present is in favor of the United States; and gold and silver have 
flowed into the country during thex^ast two months at a rate more 
rapid than ever before, except in the year 1861, when, for the whole year, 
the excess of imx3orts over exx3orts was $16,548,531; and for the past 
twenty years there has been no other single year in which there has. 
been an excess of imx3orts of gold and silver over the exports. 

The condition of the carrying trade with foreign countries, though 
exhibiting a large adverse balance, shows. some slight gains, AAith 
X3rospects of still further improvement. Of the exx3orts and imports 
during the x^^st year, twenty-seven per cent. were» carried in United 
States vessels—a gain of three per cent, over the previous year. 

The increase in shix3-building in the country is decided. Official 
numbers were awarded by the Bureau of Statistics to 1,699 A^essels of 
the aggregate tonnage of 313,743 tons, while, during the year preced
ing, the addition to our mercantile marine was only 38,621 tons.. 
iSince the close of the fiscal year still greater activit}^ has prcA^ailed in 
the ship-yards on the Atlantic seaboard. From the 1st of July to 
the 1st of November documents have been issued to 1,288 completed 
vessels of 181,000 tons in all, while such returns as have been received, 
incomplete as they are, indicate that there were building in October 
last 386 vessels of the tonnage of 177,529 tons; including 69 steamers 
with a tonnage of 67,007 tons, of which 18 iron steamers with an 
;aggreci^ate of 38,492 tons are in course of construction on the DelaAvare. • 

In view, of the high price of iron and coal and the recent advance in. 
the cost of labor in Europe, together with the superior tensile strength . 
of American shix3-plates, as proved by actual exxieriments, there is 
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reasonable encouragement to expect that this branch of industry will 
make rapid strides of progress, to the great adA^antage of the com
merce, trade, and financial strength of the country. 

The following table shows the amount of merchandise imported or 
taken out of .bond a t t h e xilaces therein named since the xiassage of 
the act of June 6, 1872, authorizing the imxiortation free of duty of 
certain articles actually used for ship-building: 

Port. 

New Yoi'k 
Boston 

Philadelphia........ 
Portland.. 
"Bath 

Total 
Duties estimated.. 

Value. 

Sl73,626 00 
139,•246 00 

2, 768 00 
, 15,403 00 

56, 666 00 

387,709 00 

Duties 
remitted. 

$36,992 00 
37,546 86 

894 48 
4,687 67 
4,743 92 

84, 864 93 
10,347 06 

95,211 99 

Duties 
estimated. 

$10,347 06 

10,347 06 

Duties to be collected. 

, $1, 306 13 
Duties remitted, but ves

sel engaged in coasting 
trade more than three 
months in one year, 
hence duties accrued. 

1,306 13 

Vessels 
built. 

2 
4 

17 

28 

.Vessels 
repaired. 

•47 

1 
2 

50 

Nothing, except a sound financial system, is more important to the* 
welfare of the country than that of turning and retaining the balance 
of trade in favor of the United States, by a healthy stimulation of the 
agricultural and manufacturing industry of the country, the reduction; 
in the cost of production at home, and of the transportation of merchan
dise from the interior to the seaboard, and the building of ships and 
vessels to do the carrying trade, now mostly in the hands of the people 
of other countries; and no legislation should be neglected which may 
assist the industrious people of our country in attaining those most 
desirable results. 

With the balance of trade in favor of the United States a return to-
specie payments may be easily reached, and, Avhen reached, may be 
maintained if such wise financial measures are adox3ted as will prcA^ent 
overtrading, extraA^agance, and speculation, and encourage economyy, 
industry, thrift, and only well-directed and prudent enterprises—con
ditions as essential to the prosperity of nations as td individuals. 

The attention of'Congress is iuAdted to the necessity of a revision 
and codification of existing tariff laws. Duties on imports are UOAV im-
I)Osed under fourteen principal statutes relating to classification and 
rates, besides twenty other acts or resolutions modifying or affecting^ 
tariff' acts, all passed betw^een March 1, 1861, and March. 4, 1873, to 
which must be added the A êry numerous customs rcA^enue laws enacted 
prior to March, 1861, and remaining either wholly or partially in force» 
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Under these various enactments, questions relating to the x3roper 
assessment of duties cdnstantly arise. There is often a direct conflict 
between different statutes, and occasionally between two or more x3ro-
visions of the same statute, while single provisions are frequently held 
to embrace different meanings. These differences can be settled only 
by arbitrary interpretations or by adjudications in court. As a neces
sary consequence, x3rotests against the paj^ment of duties exacted by 
collectors of customs and appeals to this Department, based on such 
protests, are of daily occurrence, while suits brought by the Govern
ment to collect unpaid duties, or by individuals to recoA^er back duties 
paid, croAvd the calendars of our courts. 

The number of statutory appeals to the Secretary of the Treasury 
on tariff questions during the last fiscal year was four thousand seven 
hundred and thirty-one, exclusiA'C of miscellaneous cases or applica-, 
tions for relief, numbering five thousand and sixty-five. 

The onerous duties imposed upon the Department, the A^exatious 
delays to individuals, and the expense of litigation to all concerned, 
resulting from this state of affairs, are obvious. The following reme
dies are suggested for adoption, in a general revision of the tariff laws: 

First. The abandonment of distinctions based upon commercial usage. 
In other words, the material of which an article is composed instead of its 
commercial designation, where a particular material forms the sole or 
chief element of value, should control its classification, and the I'ate 
of duty consequently imposed, whether ad valorem or specific. 

Second. The abandonment of "charges and commissions" as^ an 
element of dutiable value. The revenue from this source' while un
certain and comparatively trifling in amount, is a -fruitful source of 
embarrassment and complaint in the liquidation of duties. Its con
tinued exaction is therefore not desirable. 

Third. The repeal of all x^rovisions of law for what are commonly 
known as "damage allow^ances," or .proportionate abatements of 
duties on merchandise injured during the voyage of importation. 
These vary at different ports, exceeding at some by ten or fifteen x̂ er 
cent, those made at others in like cases. In many instances the 
extent of damage can be only approximately determined, while in 
others there is room to suspect fraudulent X3ractices, and, in all, the 
operation df the system is unfavorable to the honest importer as well as 
to the Government. I therefore recommend its entire abolition—a 
measure which would X3lace all importers on an equality in this respect,. 
Avhile there would result to them only the extra expense of insurance 
on the duties, in addition to that upon the foreign cost of the goods. 
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Many articles upon which duties are now levied, and which do not 
come in comx3etition with those of the manufacture or production of 
this country, are imported in such small quantities that the duties 
collected thereon are insignificant and do not compensate for the cost 
of collection. . I suggest that all such articles be added to the free list. 

The fees prescribed by law for services ux3on the northern frontier 
connected with the execution of the laws relating to naAagation and 
the collection of the revenue from customs are different from those 
ux3on the coast, and it is questionable whether such difference does 
not constitute a Aaolation of the constitutional provision prohibiting 
the giving of a preference by any regulation of commerce or revenue 
to the x^orts of oue State over those of another; and a revision and 
equalization of such fees are recommended. 

A tonnage'tax is nowlcA^ed on all American sailing vessels engaged 
in the foreign trade, and on all sailing vessels of other nationalities. 
I t is not imposed upon American vessels engaged in the coasting 
trade. Steamships of foreign nationality, in some cases, are subject to 
the tonnage tax ; in others, they are exempt by old treaty stipulations 
only recently carried into effect. But all American steam-vessels 
arriving Irom foreign countries are subject to the tax. In consideration 
of the fact that this tax was entirely abolished on all vessels for more 
than thirty years and only resorted to as a war measure in 1862, and 
that those engaged in the coasting trade Avere again relieved from this 
burden by recent enactments, I recommend that this tax be wholly 
abolished. 

The Dep'artment has found difficulty in the administration of the act 
of February 18, 1793, relating^to the enrolment and license of vessels, 
with reference to its application to.canal-boats and similar craft de
signed to be chiefly emx3loyed on the internal waters of States. From 
a period immediately subsequent to the passage of the act down to a 
comparatively recent date, the Department uniformly held that such 
boats, exceeding fiA^e tons burden, were liable to be enrolled and licensed. 
During the term of my immediate x^r^decessor the question was thor
oughly considered, and the liability to enrolment and license was held 
to attach to this class of vessels only when they emerged from the inter
nal Avaters of a State into the navigable waters of the United States. 
But even this modified vicAV of their liability has been contested on the 
ground that such boats are not included in the proAasionS of the enrol
ment act. The growth of inland commerce and the necessities of trade 
have, of late years, led not only to a large increase in the number of canal-
boats, but also to their more frequent egress into naAdgable waters. 
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Hence it becomes more and more for the interest of the numerous OÂ mers 
of this species of prox3erty to claim entire exemption from the burdens 
imposed by the coasting laws, or incidental to an enforcement thereof 
Avhile the Department has no ox3tion but to administer the law. I t is, 
therefore, important that the status of this class of vessels should be 
definitely fixed by such legislation as the case requires. 

Rivers and harbors which have been dredged by the Government at 
great exx3ense are often made the receptacle of ballast thrown from 
vessels, by which the channels become filled and navigation imx3eded. 
There is much necessity for a law to prevent this practice, making 
it a X3enal offence to deposit, in such channels or harbors, ballast or 
other matter by Avhich their value as such is lessened. 

The general regulations of this Department, issued in 1857, and 
partially revised in 1868-'69, having become to some extent obsolete, 
and in many respects deficient, have been comx3letely revised and 
adapted to existing laws, speciahpains being taken to make the arrange
ment of topics convenient, and the text of the regulations simple, com
prehensive, and concise. I t is believed that this revision, an edition 
of which will be issued at an early date, will materially aid customs 
and other officers in the performance of their duties. v 

REORG-ANIZATION OF CUSTOMS DISTRICTS. 

I invite the attention of Congress to the proprietj^ of reorganizing 
the customs collection districts on the Atlantic coast, seventy-nine in 
number. 

The establishment of many of these districts dates back to a x3eriod 
when the conditions determining their importance, relative to the com
merce of the country, were entirely different from those existing at 
thexiresent time. In some, the expenses of collecting the revenue 
exceed the amount collected, and the consolidation of such districts 
Avith others may be advisable. At the same time, it must be remem
bered, that the effective administration of the revenue system often 
requires the services of customs officers at points where few or no 
duties are collected. The judicious disposition of a force for the X3re-
A^ention of smuggling is indispensable to the collection of the revenue 
from imx3drts, esx3ecially where the extent of coast affords ox3X)ortuni-
ties for the clandestine introduction of dutiable merchandise. I would 
therefore suggest such action as may lead to a reduction of the num
ber of districts, and a consequent reduction of exx3enses, without 
affecting the convenience of importers or the safety of the reA"̂ enue. 
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INTERNAL REVENUE. 

The following statement shows the increase and decrease from each 
general source df internal revenue for the fiscal years ended June 30, 
1872, and June 30,1873, as appears from the report of the Commis
sioner of Internal Reyenue: 

' Sources. Increase. Decrease. 

Spirits 
Tobacco 
Fermented liquors ' 
Penalties 
Banks and bankers 
Adhesive stamps 
Articles'a'nd occupations .formerly taxed but now exempt.. 

S2,623, 855 42 
650,132 57 

1,066,439 38 
19,447 94 

$857,197 68 
8,474,943 75 

12,723,224 53 

Total.. % 359,875 31 22, 055, 365 96 

I t Avill be seen that there has been an increase in the receipts for 
taxes on spirits, tobacco, fermented liquors, and from penalties. 

The decrease in the receipts from banks and bankers is due prin
cipally to that provision in the act of June 6, 1872, Avhich raises the 
exemption of all sums deposited in saAangs banks, &c., in the name of 
one person, from $500 to $2,000. 

The repeal of all stamx3 taxes imposed under Schedule B, act of June 
30, 1864, except that of two cents on bank checks, drafts, or orders, 
took effect October 1, 1872, and has caused a falling off from that 
source. 

The class of articles and occupations formerly taxed but now entirely 
exempt includes incomes, gas, and other sources of taxation on lists 
repealed prior to the act of June 6, 1872, and the receipts from these 
sources constantly and rapidly diminish. 

In accordance with the provisions of the act of December 24, 1872, 
the offices of assessors and assistant assessors of internal revenue have 

. been abolished, and all their final accounts approved by the Commis
sioner of Internal RcA^enue and referred to the accounting officers. 
The number of these officers varied according to the exigencies of the 
service, being greatest in 1868, when, there Avere three thousand and 
forty-three, of which two hundred and forty-one were assessors; since 
Avhicli time the number had, up to the taking effect of the act above 
referred to, been reduced about one-half. 

The system of collecting taxes by stamps, and without assessments, 
has been found to giA'e general satisfaction. Since its axiplication to 
special taxes they have been collected more promptly and thoroughly, 
and a more gratifying and healthy increase in the receipts therefrom 
is apparent. 
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The old assessment lists have been disposed of in a large number of 
the collection^istricts, and the aggregate amount held as collectible 
thereon does not exceed. $450,000. 

REATENUE MARINE AND LIFE-SAVIN.G- SERVICE. 

A marked imx3rovement has been made during the past year in the 
Revenue Marine Service. The number of vessels boarded and exam
ined, and the number of those reported for violation of revenue laws, 
and of those assisted in distress, as well as the number of lives saA êd 
through the agency of the revenue cutters, is largely in excess of like 
service performed during any previous year. The character of the 
serAdce has been elevated by rigid professional examinations. Ten old 
vessels have been thoroughly rex3aired and three ncAv ones have been 
built. There are now employed twenty-eight steamers and six sailing 
vessels, and these are better adapted to the service required of. them 
than were the A^essels formerly in use. Three new steam-A^essels are 
constructing and will go into commissidn next sx3ring. With the 
addition of a new steamer for the Columbia riA êr and vicinity, i t i s 
believed that this branch of the service will be in a condition to 
answer the demands upon it, economically and efficiently, for many 
years to come. 

1 desire to renew the recommendations heretofore submitted to Con
gress that the navy-x3ension laws be made applicable to the officers and 
seamen of the Revenue Marine, and that x3rovision be made for a 
retired list of officers. These measures are demanded to aid in pro
moting efficiency, and in justice to meritorious officers and seamen 
whose livfes are spent in the performance of hazardous public service. 

From the approx3riation of $100,000 "for the establishment of new^ 
life-saving stations on the coast of the United States," tAventy-one new 
stations are in process of erection upon the coasts of Maine, New 
Hampshire, Massachusetts, Yirginia; and North Carolina'. Of these, 
ten will be ready for occupancy by the first of February next, and the 
others at a later period in the season. Arrangements are also being 
made for the establishment of tAvo other stations. No provision of 
law exists for the two additional superintendents which 'these new 
stations render necessary, nor for keepers and crews for the same. I t 
is recommended that early authority be giA ên for the employment ot 
such persons. 

Although during the past year marine disasters haA ê been unusually 
numerous, it is gratifying to be able to state, that upon the coasts 
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X3rovided A d̂th life-saving stations, which are the most dangerous upon 
the seaboard, the loss of life and xiroperty has been exceedingly slight. 

The Avreck reports from the various stations show that since the last 
annual report of the Secretary of the Treasury, thirty-two vessels 
haA ê been driven ashore ux3on these coasts by stress of Aveather, Â al-
ued, Avith their cargoes, at $832,230, on which the loss was only about 
$220,000. • 
• The number of lives imperilled was two hundred and thirty-five, of 
which number, but a single life was lost. "̂  

In accordance Avith the directions of the act of March 3, 1873, meas
ures have been taken to ascertain "a t what points on the sea and lake-
coasts of the United States the establishment of life-saving stations 
Avould best subserve the interests of commerce and humanity," and a 
report on the subject Avill be transmitted to Congress during the 
session. 

For the X3itrpdse of recognizing and encouraging the services of the 
keepers and crews of the stations, in the x^erformance of the x^erilous 
duties they are frequently called upon to undertake in rescuing the 
shix3wrecked, it is recommended that a system of rcAvards be adopted in 
the shax3e of medals of honor, to be distributed to such of them as may 
particulaiiiy distinguish themselves by special or notable acts of gal
lantry or daring, resulting in the rescue of persons from imminent 
danger. Such rewards might be properly extended CÂ ên beyo 
life-saving service, and bestowed ux3on any others who may have made 
extraordinary exertions, at their OAVU peril, in saAang life in marine 
disasters. Similar rewards are bestoAved in foreign countries, where 
life-saAdng institutions exist, and are considered xirizes worth the. most 
'adventurous efforts. 

.. _ THE COAST 'SURVEY. 

The important service of the Coast Survey under this Department 
has been prosecuted with vigor and usefulness. The changeable char
acter of many of our harbors and most frequented coastwise passages 
calls for constant watchfulness, to maintain the charts and aids to navi
gation as correct indicators of the actual channels. Work has been pros
ecuted on portions of the coast heretofore surveyed, and examinations 
and resurveys have also been made at Boston, New York, Philadelphia, 
Baltimore, San Francisco, and many other harbors, as well as in the 
great thoroughfare between Nantucket and Monomoj^ Twenty-five-
new charts are reported as published during the yeai-r. The publication 
of a "Coast Pilot," or X3rinted sailing directions for harbors and coast
Avise navigation, has been commenced, which, with the annual predic
tions of tides, Avill complete and digest for ready use the information 
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laid down on the charts. Much interest has been manifested in the 
extension of the great triangulation lines across the continent; and 
the sj^stem, steadily pursued-, will in time, at a small annual expense, 
supx3ly the frame-work for an accurate map of the whole country. 

LiaHT-HOUSES. 

I have frequently attended the meetings of the Light-House Board, 
and have been much impressed with the importance of the work under 
its control, and the efficiency Avith which it has been conducted. 

Our Light-House Establishment is now larger than that of any other 
country in the world, extending with its lights and beacons over more 
than ten thousand miles of coast and shore, maintaining, at the close 
of the last fiscal year, five hundred and twenty-due light-houses, thirty-
fiA^e powerful signals operated by engines driA^en by steam or hot air, 
twenty-one light-ships, three hundred and sixty-four day or unlighted 
beacons, and twenty-eight hundred and thirty-eight budys. 

During the past summer the Board, with my ax3proval, directed its 
Engineer Secretary, Major Elliot, of the Corps of Engineers of the 
Army, to make an inspection of the light-house systems of Europe, with 
a view df improAdng our own by the introduction of such modifica
tions as haA ê been found useful there. His report has been made, and 
the practices in other countries Avhich differ from our own will be' 
duly considered by the Board, with a view to the adoption of such as 
will render still more efficient the light-house system under its control. 

At some of>the most important points on the.French and English 
coasts,.electric and gas light-houses have been placed, and I recom
mend that the Treasury Department be authorized to make experi
ments in the same direction, by axiplying to IAVO of our most impor
tant stations, on towers already constructed, one electric and one gas 
light, of most powerful character. 

MINTS. 

The Mint Bureau, established by the act of February 12, 1873, was 
organized on the 1st of Ax3ril, when the coinage act becaine operatiA^e. 
Doctor H. R. Linderman AÂas appointed director; and, under his able 
and energetic management, the operations of the mints and assay offices 
have been efficiently conducted, and a more speedy and systematic 
rendition of the bullion accounts effected. At the request of the De-
X3artment, he has obtained A-aluable information on various technical 
ahd scientific points connected with the coinage, by which the transac
tion of business has been greatly facilitated. 
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The coinage during the fiscal year ending June 30, 1873, Avas as fol-
loAvs: 

Gold coinage.. / ' . . . . . $35, 249,.337 50 
SilA êr coinage ." 2, 945, 795 50 
Minor coinage. 494, 050 00 

TotaL .- • 38, 6'89,183 00. 

During the same period, the value of bars manufactured was as fol
lows: 
Fine gold $7, 439, 843 78 
Unparted gold. ' 8, 485, 602 35 

Total gold. , 15, 925, 446 13 

Fine silver $3,149,372 64 

Unparted silver , 8, 442, 711 84 

Total silver. 11, 592, 084 48 

Total gold and sih'er bars. $27, 517, 530 61 

The reduction of the coinage charge from one-half to one-fifth of one 
per cent, has been followed by an increased coinage, and prevented, 
to a considerable extent, the export of gold bullion—its value for coin
age in this country having thereby been brought nearly to its mint 
value in London, where i t is coined without charge. Sonie further ad
vantages would no doubt follow the adoption by this country of the 
free-coinage system as to gold. I recommend the rex3eal of the charge 
for coining gold, and also the charge imposed for copper used fbr alloy, 
as being an incouA-^enient item in estimating the coinage value of gold. 

With the view to prevent the export of gold coins, authority should 
be given for keex3in.g in the Treasury, when its condition will admit of 
the same, a supply of fine gold bars bearing the mint stamp of fineness, 
weight, and value, and for exchanging such bars for coin. They 
would alAvays be preferred to coin for exx3ort, and gold coins of full 
weight would be retained in the country, instead of being selected for 
export. 

The repeal or modification of that, part o f the coinage act which 
requires gold coins to be excluded from the benefit of the half per 
cent, abrasion limit, unless they have been in circulation for certain 
X3rescribed x3eriods, is recommended, on the ground that in the daily 
transactions of the custom-houses it cannot be carried into effect. 

The subsidiary silver coins being manufactured by the Government 
on its own account, and the seigniorage or difference between the bullion 
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and nominal value of such coin realized by it, provision should be 
made for redeeming in kind such pieces as have become unduly worn 
from long circulation. Thisls done in other countries which, like ours, 
have adopted the gold standard and demonetized silver. 

The recent fall in the price of gold, together Avith the depreciation 
in the market value of silver, as compared with gold, which has been 
going on for some time, has enabled the Director to coin sih^er, to be 
paid out instead of United States notes to advantage. Availing him
self of this opportunity, the Director caused to be X3urchased as much 
silver bullion as could be conveniently used in giving employment to 
the mints, when'not engaged in the more important business of coin
ing gold, and the same was so coined and paid out. 

During the last fcAv years, our subsidiary silver coins have been 
sent in considerable amounts to Central and South America, where it 
is understood they circulate as full-valued coins. I t would be better 
for us to manufacture coin according to standards and values legally 
prescribed by those countries, than to encourage the export of our ^nh-
sidiary coin, which is intended for home circulation. 

In connection Avith this subject, it should be stated, that applications 
haA ê been received from some of the South Anlerican goAT êrnments to 
supply them with coins of their own standards. These applications 

. could not be granted for want of lawful authority. As an act of 
comity to friendly States who have no facilities for coinage, and for 
commercial reasons, it is recommended that authority be granted for 
the execution of coinage of other countries, when it can be done at 
our mints without interfering Avith home demands for coin. 

No coinage has been executed at the New Orleans Mint since the 
year 1861, but the machinery, AvLth inconsiderable exceptions, is still 
there, and reported to be in good condition. As that section of the 

• country Avill, at no distant period, require a large supxily of coin, esti
mates for the amount required, to place the mint in condition for coin
ing operations, and for its sux3port during the next fiscal year, haA ê 
been submitted, and, it is hoped, will receive the favorable considera
tion of Congress. 

Under the x î*ovisions of the coinage act, depositors receive in 
stamped bars from assay offices, where refining is not done, the iden
tical bullion deposited by them, and are subjected to heavy discounts 
in converting the bars into coin or currency. These interior assay? 
offices would become much more useful to the mining interests, if 
authority Avere given to the Secretary of the Treasury to issue coin 
certificates fbr the net A âlue of such bars, 

3 s R ^ 
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MARINE HOSPITALS. 

The relief operations of the Marine Hospital Service embraced at the 
close of the last fiscal year ninety-one customs* districts, and shoAved 
an increase of twelve ^ev cent., as comx3ared with the year preceding, 
and nearly thirty-seven per cent, since the xiassage of the act of June 
30, 1870, under which the service is now administered. Medical and 
surgical attendance was furnished to thirteen thousand fiA^e hundred and 
twenty-nine seamen. The hospital at Chicago has been comx3leted, and 
a site has been selected for the pavilion hospital authorized at the last 
session of Congress to be erected at San Francisco. The recommenda
tions contained in the last annual report of my predecessor as to hos
pitals at New York and Pittsburg are renewed, and Oyster Island is 
suggested as an eligible site for that at New York. 

Instead of costly alterations and repairs to the hospitals at Detroit, 
Cleveland, Louisville, and Portland, the Supervising Surgeon proposes, 
for sanitary and other reasons, that comparatively inexpensive wooden 
pavilion wards be built on the grounds adjoining, and.only such expendi
tures be made upon the present buildings as may be necessary to fit 
them for administrative purposes. 

The recommendation is "also renewed as to the use for hospital pur
poses of wooden pavilion structures, of simple design and compara
tively small cost, which may be destroyed and renewed when their 
continued occux3ancy renders them unhealthy. In these vicAvs I fully 
concur. 

PUBLIC BUILDINGS. 

In the annual report of the Secretary of the Treasury for 1872, the 
attention of Congress was called to the fact that very large sums of 
money would be needed for the completion of buildings begun or 
authorized, and it was recommended that, with the exception of 
pavilion hospitals and a building for the accommodation of the Bureau 
of Engraving and Printing and the surx3lus files of the Treasury De-
X3artment, no new work should be authorized. Contrary to this recom
mendation. Congress, while making no apx3ropriation for the building 
last named, authorized the commencement of seventeen new buildings 
and the piurchase of sites for several others. This legislation, together 
with the work preAdously commenced, has imposed an unprecedented 
and extraordinary ainount of labor upon the Supervising Architect's 
office, and has rendered it necessary to submit estimates in an aggre
gate sum much larger than I think should be expended in any one year. 

I t is highly important to limit the erection of public'buildings to 
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such as are imperatively demanded by the necessities of the X3ublic 
service, and where suitable temporary accommodations cannot be pro-
Added at a reasonable, cost. While it is no doubt true that all build-
ings authorized to be erected are needed and their early completion 
would be desirable, those in the larger cities where permanent build
ings are imperatively demanded for the proper transaction of business 
should have the preference.- With the present organization of the 
SuperAasing Architect's office, it does not seem practicable in a single 
year to commence or x̂ i'0X3erly supervise the construction of all the 
buildings authorized by Congress. 

In this connection I desire to refer to the labor performed by that 
office, and the magnitude of the business committed to its charge. 

There are one hundred and fifteen buildings finished and occux3ied 
for federal puiposes, which are by law placed under the charge of 
the Treasury Department, consisting of Treasury buildings, custom
houses, court-houses, post offices, appraisers' stores, warehouses, marine 
hospitals, mints, and assay offices. The Sux3erAdsing Architect's office 
has, by direction of. the Secretary of the Treasury, the sux3ervisi6n of 
the repair and supx3ly of these buildings with furniture, heating appa
ratus, safes, vaults, fuel, lights, water, &c. Most of these buildings 
require more or less rexiairs every year, and thirty of them are now 
undergoing extensive repairs and.remodelling, several to an extent 
iuA^olving as much time and attention as the erection of UCAV buildings. 
The office is also charged with the construction of all new buildings 
erected under the Treasury Department, and is now engaged in the 
construction of seventeen such new buildings, and also the new State, 
War, and Navy Department in this city, and the new jail for the Dis
trict of Columbia. . -

The expenditures during the past 3 êar were $9,039,698 76, and the 
balances of approx3riations standing to the credit of that office on July 
1, 1873, amounted to $14,774,573 00. 

Congress has provided for the erection of twenty UCAV buildings not 
yet commenced, plans for six of which are UOAV being prex3ared; sites 
have been secured for eleven, and negotiations are in progress for the 
purchase of the renjaining nine. 

The Supervising Architect's office has also the renting of̂  buildings 
and office-rooms for the use of the various officers of the Treasury 
Department throughout the country at places where there are no 
public buildings, or Avhere such buildings are insufficient. The number 
now occupied is two hundred and tAventy-six, which are located in 
every State in tlie Union, excex3t Kansas and Arkansas, and in five of 
the Territories, at a total annual rental of $190,488 25, 
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Great credit is due to the SuperAdsing Architect and his subordinates 
for the able, faithful, and economical manner in which they have con
ducted the vast business submitted to their immediate sux3ervision. 

NEAV YORK CUSTOM-HOtJSE. 

The great.extent and rapid increase of the commerce of the port of 
New York, Avhere are collected about sixty-seven per cent.. of all the 
duties levied on imported goods, has already rendered the custom-, 
house accommodations there quite insufficient. With the certain in
crease of business which this port must attain in the future, and with 
the prospect of its becoming more and more an exchange centre for 
other countries, it is a matter of the first importance to select, at an 
early day, a site for a new custom-house on a larger scale, together 
with the buildings needed in connection therewith, where the situation, 
convenience, and accommodations will be adequate to the require
ments and Avorthy of the position of this great mart. The expense of 
erecting the building may well be extended over a series of years. 
The present custom-house lot may be sold to advantage, when no longer 
required, in part reimbursement of the expense. I earnestly commend 
this subject to the consideration of Congress. 

THE SEAL ISLANDS. 

Valuable rei3orts have recently been made by Captain Charles Bryant, 
agent, and Mr. Henry W. Elliott, assistant agent of the Treasury 

' Department, at the seal islands of Alaska, in respect to the geography 
df the islands, the condition of the inhabitants, and the habits of the 
'seals. They concur in the opinion that the laAv of July 1,1870, pro Add
ing that of the one hundred thousand seals to be taken annually, the 
proportion of one-quarter from St. George Island is altogether too 
large for the nuinber of seals now frequenting that island, making it 
necessary, in order to obtain the full comx3lement, to kill seals too small 
to afford first-class skins. They think the x3roportion between the two 
islands should be eighty-five thousand from St. Paul, and fifteen thou
sand from St. George. I am of opinion that the law of July 1, 1870, 
aboA ê referred to, should be so altered that the proportion to be taken 
from the separate islands may be fixed by the Treasury Department, 
and changed from time to time as the course of the seals may render 
it necessary. 

LOUISVILLE AND PORTLAND CANAL. 

In the " act making appropriations for the repair, preservation, and 
comx3letion of certain public works on rivers and harbors, and for 
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other purposes," approved March 3, 1873, the following appropriations 
and provisions are made: 

"For completing the Louisville and Portland^canal, one hundred 
thousand dollars; and the Secretary of the Treasury is authorized,and 
directed to assume, on behalf of the United States, the control and 
management of the said canal, in. conformity with the terms of the 
joint resolution ofthe Legislaiture of the State of Kentucky, approved 
March 28, 1872, at such time and in-such manner as in his judgment 
the interests of the United States, and the commerce thereof, may 
require; and the sum of money necessary to enable the Secretary of 
the Treasury to carry this provision into effect is hereby appropriated: 
Provided, Th'dt after the.United States shall assume control of said 
canal, the tolls thereon on vessels propelled by steain shall be reduced 
to twenty-five cents per ton, and on all other vessels in proportion." 

The resolution of the State of Kentucl^ recites the facts that all 
the stock of the canal company belongs to the United States except 
five shares owned by the directors, that the property of the company 
is subject to a mortgage to secure bonds therein mentioned, and that 
the comx3any may owe other debts, and directs the LouisA'ille and Port
land Canal Company to surrender the canal and all the property con
nected therewith to the government of the United States upon the 
terms and conditions therein specified, the sixth and last of which is 
" that the government of the United States shall before such surrender 
discharge said mortgage and pay all debts due by said canal company, 
and purchase the stock of said directors." 

The United States, by repeated acts, have manifested the intention of 
taking possession of this canal ahd maintaining it for the benefit and 
imx3rovement of the navigation of the Ohio river, and the importance 
of consummating that intention at as early a day as possible is ap
parent. As long ago as 1855 the United States had become the 
owners of all the shares in the company except the five shares held 
at the request of the then Secretary of the Treasury by the directors, to 
enable them to retain their offices and keep up the corporate organiza
tion and the management of the business of the company. Since that 
time Congress has at different times made ax3propriations ahd exx3eii-
ditures for enlarging and improving the canal to the amount of mdre 
than a million dollars, for which the Treasury has never been reim
bursed. , * 

Recognizing the great benefit which Avould accrue to the commerce 
of the country bordering on the Ohio riA^er, by the United States 
taking possession of the canal and reducing the tolls thereon, steps 
were taken to ascertain the debts of the company, and to dcAdse a 
plan for carrying into effect the provisions of the appropriation act 
aboA ê cited. 
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I t is found that the unsecured floating debt of the company, after 
deducting cash on hand, is not large, and may be easily ascertained 
and paid, and that the five shares of stock may be obtained of the 
directors by paying therefor one hundred dollars per share, with 
interest from February 9, 1864. 

In addition to these debts, there are outstanding eleven hundred 
and seventy-tAvo bonds of the comx3any, of $1,000 each, with coupons 
attached, bearing six per cent, interest, X3ayable semi-annually. Of 
these, bonds, $373,000 wiU mature January 1, 1876; $399,000 Avill 
mature January 1, 1881; and $400,000 will mature January 1, 1886. 

While the resolutions of the State of Kentucky require that these 
bouds shall all be paid, and the mortgage discharged before the sur
render of the canal to the-United States, and the bonds do not all 
mature until the je^v 1886, and are supposed to be distributed among 
a great number of unknoAvn holders, the difficulty of carrying into 
effect the provision of Congress may be readily seen. 

If Congress would authorize the Secretary of the Treasury, with the 
consent of the State of Kentucky, to take possession of the canal 
upon paying the floating debts of the company, purchasing the five 
shares of stock, and assuming the payihent of the bonds secured by 
the mortgage Avhen matured, with authority to purchase them at any 
time x3reviousl3', as circumstances would warrant, one great obstacle in 
the way of accomplishing this most desirable result would be removed, 
and the cost thereof might be distributed over a period of several 
years. 

While this subject Avas under consideration a communication was 
received from the president of the comx3any, under date of July 9, 
1873, informing the Department that " t he Louisville and Portland 
Canal Compiany has been sued in the Louisville Chancery Court, by 
the devisees of Colonel John Campbell, for nearly all the land owned 
by the company." 

This suit, which is now pending, and is understood to involve the 
title to all or nearly all the land through which the canal runs, has so 
changed the aspect of affairs, that I deemed it the part of prudence, 
within the discretion intrusted to my judgment, to exx3end no money 
towards X3aying the debts of the company until these facts should 
be laid before Congress for its consideration and action thereon. 

REPORTS OF BUREAU OFFICERS. 

The several reports of the different bureau officers to accompany 
this report, to wit: those of the.First and Second Comptrollers, Com
missioner of Customs; the First, Second, Third, Fourth, Fifth, and 
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Sixth Auditors; Treasurer, Register, Director of the Mint, Chief of the 
Bureau of Statistics, Solicitor ofHhe Treasury, Superintendent of the 
Coast Survey, the Light-house Boai'd, Supervising Architect, and , 
Commissioner of Internal Revenue, Avith that of the Comptroller of 
the Currency, are respectfully commended to the consideration of Con
gress, as showing the extent and condition of the business of the 
Department in all its numerous branches, and the faithfulness, indus
try, and integrity with Avhich the same has been conducted during the 
past year by all persons emplo^^ed in the service. 

WILLIAM A. RICHARDSON, 
Secretary of the Treasury. 

Hon. SPEAKER OF THE HOUSE OF REPRESENTATIVES. 
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REPORT. ' 

TREASURY DEPARTMENT^ 

Washington, B, C, December 1, 1874. 

SIR : The Secretary is charged by law with the duty of preparing 
and submitting to Congress annually a report on the subject of financ^^ 
containing estimates of the public revenues and expenditures, and plans 
for improving and increasing the revenues, for the purpose of giving 
information to Congress in adopting modes of raising the revenues 
requisite to meet the public expenditures. 

Pursuant to this duty, the Secretaiy submits the following report: 

RECEIPTS AND EXPENDITURES FOR THE FISCAL YEAR ENDING JUNE 

30, 1874. 

Receipts, 

The moneys received and covered into the Treasury by warrants 
during the fiscal year ending June 30, 1874, were as follows: 
From customs $163,103, 833 69 
From internal revenue 102, 409, 784 90 
From sales of public lands 1, 852, 428 93 
From tax on circulation and deposits of national 

banks 7, 030, 038 17 
From, repayment of interest bv Pacific Eailway 

Companies 1 1, 028, 895 56 
From customs' fines, penalties, &c 651,271 76 
From labor, drayage, storage, &c 741, 435 23 
From sales of Indian trust lands 903, 439 50 
From fees—consular, letters-patent, and land 1, 898,189 74 
From proceeds of sales of Government proper ty . . . . . 1, 699, 017 63 
From marine-hospital tax 352, 379 98 
From steamboat fees. 274,490 91 
From profits on coinage, &;c. ^. 447, 970 72 
From tax on seal-skins . > 356, 610 42 
From miscellaneous sources — 1, 691,303 70 

Total ordinary receipts ,28'4, 441,090 84 
Premium on sales of coin , . 5,037, Q^̂  22 

Total net receipts, exclusive of loans 289, 478, 756 06 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1874



IV REPORT OF THE SECRETARY OF THE TREASURY. 

Brought forward $289, 478, 756 06 
Payment by the British Government 

of the award of the tribunal of arbi
tration at Geneva $15, 500, 000 00 

Excess of net receipts from certificates 
of deposit of legal-tenders, &c., 
over redemptions 17, 207, 475 23 

32, 707, 475 23 

Total net receipts 322,186, 231 29 
Balance in Treasury, June 30, 1873. .131,192, 028 50 
Amount since received from late de

positary, Cincinnati, Ohio 1, 038 78 

131,193, 067 28 
Deduct unavailable balances with de

positaries carried to their debits on 
liooks of the Eegister, and to the 
credit of the Treasurer U. S 13, 730 18 

131,179, 337 10 

Total available cash 453,365, 568 39 

Fxpenditures, 

The net expenditures by warrants during the same xieriod were— 
For civH expenses $17, 627,115 09 
For foreign intercourse 1, 508, 064 27 
For Indians 6, 692, 462 09 
For pensions 29, 038, 414 66 
For military establishment, including fortifications, 

river and harbor improvements, ancl arsenals 42, 313, 927 22 
For naval establishment, including vessels and ma

chinery, and improvements, at navy yards.. 30, 932, 587 42 
For miscellaneous, civil, including public buildings, 

light-houses, and collecting the revenue 50, 506,414 25 
For interest on the public debt 107,.119, 815 21 

Total net ordinary expenditures, exclusive of, 
the publicdebt 285, 738, 800 21 

Premium on bonds purchased 1,395, 073 55 

287,133,873 76 
Award of Geneva tribunal, investment account 15,500, 000 00 

Total net disbursements 302, 633, 873 76 
Balance in Treasury June 30, 1874. 150, 731, 694 63 

Total 453, 365, 568 39 

I t will be seen by this statement that the net reve
nues for the fiscal year were $289, 478, 756 06 

And the ordinary expenses 287,133, 873 76 

Leaving a surplus revenue of 2,344, 882 30 
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During the months of July, August, and September of the fiscal year 
1874, bonds to the extent of $12,936,450 were purchased for the sinking-
fund account. 

RECEIPTS AND EXPENDITURES FOR THE FISCAL YEAR ENDING JUNE 

30, 1875. 

The receix3ts during the first quarter of the current fiscal year were— 
From customs $46, 651,200 10 
From internal revenue 26, 314, 615 33 
From sales of public lands 391, 465 8S 
From tax on circulation, &;c., of national banks 3, 596,148 23 
From repayment of interest by Pacific Eailways 217,941 97 
From customs' fines, &c 30, 540 31 
From consular, patent, and other fees 451,257 11 
From proceeds of sales of Government proper ty . . . . 522,546 77 
From miscellaneous sources 1, 255, 332 57 

E"et ordinary receipts *... 79,431, 048 27 
From premium on sales of c o i n . . . . . . . . . . . . . . . . . . . . i , 453,237, 72 

Total net ordinary receipts 80, 884, 285 99 
Eeceipts from certificates of deposit of legal-tenders 

and coin certificates in excess of redemptions . . . . 5,247, 068 24 
Balance in Treasury, June 30, 1874 150, 731, 694 63 

Total available 236,863, 048 86 

The exp(3nditures during the same period were as follows: 
For civil and miscellaneous expenses, including public 

buildings, light-houses, and collecting the revenues. $20, 838, 410 77 
For Indians 3, 032, 752 93 
For pensions 8, 913, 407 18 
For military establishment, including fortifications, 

river and harbor improvements, and arsenals 11, 618, 290.r 99 
For naval establishment, including vessels and ma- . 

chinery, and improvements at navy yards 8,122, 728 17 
Por interest on the public debt, including Pacific Eail

way bonds - 32, 787, 899 38 

Total ordinary expenditures 85,313, 489 42 
Balance in the Treasury, September 30, 1874 . . . . 151, 549, 559 44 

Total 236, 863, 048 86 

For the remaining three quarters it is estimated that the receipts 
will be— 
From customs •. $115,350, 000 00 
From internal revenue 78, 784, 000 00 
From sales of public lands 1, 000, 000 00 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1874



VI REPORT OF THE SECRETARY OF THE TREASURY. 

From tax on national banks $3,300, 000 00 
From Pacific Eailways 500,000 00 
From customs' fines, &c 200, 000 00 
From consular, patent, and other fees . . 1, 200, 000 00 ^ 
From sales of public property 1, 000,000,00 
From miscellaneous sources 2,100,000 00 

Total 203, 434, 000 00 

For the same period it is estimated that the expenditures will be— 
For civil miscellaneous, including public buildings. $48,060,000 00 
For Indians 5, 000, 000 00 
For pensions : . . 21, 442, 000 00 
For militarv establishment 28,500,000 00 
Foruaval establishment : 17, 000, 000 00 
For interest on the public debt 70, 000,000 00 

Total 190, 002, 000 00 

For the current fiscal year, from the foregoing account of actual 
receipts and expenditures for the first quarter, and of the estiniates of 
the same for the remaining three quarters, the estimates being based 
on the assumption that Congress will not increase the expenditures by 
deficiency or other appropriations, it is expected that the revenues will 
amount to $284,318,285 99, and that the ordinary expenses will be 
$275,315,489 425 which wiU leave a surplus revenue of $9,002,796 57 
to be applied to the sinking fund. 

The sum of $31,096,545 will be required under the law for this fund, 
and, therefore, unless the revenues shall increase beyond the amount 
anticipated, there will be a deficiency in the sinking-fund account for 
this year of $22,093,748 43. 

ESTIMATES FOR FISCAL YEAR ENDING- JUNE 30, 1876. 

I t is estimated that the receipts for the fiscal year ending June 30, 
1876, will be— 
From customs $170, 000, 000 00 
From internal r evenue . . : . . . 106, 000, 000 00 
From sales of public lands 1, 500,000 00 
From tax on national banks ^ 6,500, 000 00 
From Pacific Eailways : 1, 000, 000 00 
From customs' fines, &c 500, 000 00 
From consular, iiatent, and other fees 1, 500, 000 00 
From sales of public property. 1, 500, 000 00 
From miscellaneous sources 4, 500,000 00 

Total 293, 000, 000 00 
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I t is estimated that the ordinary expenditures for the same period 
will be— 
For civil expenses $17,000,000 00 
For foreign intercourse 1,400,000 00 
For Indians . . . : . . . . „ . 7,500,000 00 
For pensions 30,500,000 00 
For military establishment, including fortifications, 

river and harbor improvements, and arsenals . . . -. 38, 000, 000 00 
For naval establishment, including vessels and ma

chinery, and imxirovements at navy yards 22, 500, 000 00 
For civil miscellaneous, including public buildings, 

light-houses, collecting the revenues, mail-steam
ship service, deficiency in postal revenues, public 
printing, &c 54, 000, 000 00 

For interest on the public debt 98, 000, 000 00 
For interest on Pacific Eailway bonds : . . : : . . 3, 878,000 00 

Total ordinary expenditures 272, 778, 000 00 

If these estiniates of the revenues and expenditures shall prove to 
be approximately correct, there will be a surplus of revenue of about 
$20,222,000. The amount necessary for the sinking fund is not 
included in the above estimates of expenditures, and to provide for it 
the sum of $32,140,914 will be required. The surplus revenues which 
can be applied to this fund ($20,220,000) wiir be insufficient to the 
extent of $11,920,914, and there will therefore be a deficiency of that 
amount. 

The estimates received from the several Executive Departments are 
as follows: 
Legislative Establishment $2,963,342 10 
Executive Establishment 18, 549, 048 03 
Judicial Establishment 3, 605,250 00 
Foreign Intercourse 1,344, 785 00 
Military Establishment 31, 641, 526 50 
Kaval Establishment 19,096,567 65 
Indian Affairs. 6, 851, 681 96 
Pensions ' 30, 500, 000 00 
Public Works: 

Treasury Department .-. $6, 650, 943 81 
War Department 17, 409,937 50 
Navy Department 1, 791, 500 00 
Interior Department 377,248 00 
Department of Agriculture > 22,840 00 
Department of Justice 47,000 00 

^— . 26, 299, 469 31 
Postal Service 9, 914, 378 00 
Miscellaneous 12,591,169 58 
Permanent Appropriations 146, 673, 551 76 

Total 310,030, 769 89 
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REDUCTION OF THE PUBLIC DEBT. 

During the fiscal year the public debt was reduced by the sum oi 
$5,762,447 65, as will appear by the following statement: 
Principal of the debt July 1,1873 . . . . . . . . . . ' $2, 234, 482, 993 20 
Interest due and unpaid, and accrued interest to 

date : 42, 356,652 82 

Total debt. 2,276,839, 646 02 

Less cash in the Treasury 131,179,337 10 

Debt, less cash in the Treasury 2,145, 660,308 92 

Principal of the debt July 1, 1874 . , $2, 251, 690, 468 43 
Interest due and unpaid, and accrued interest to 

date . . . ; . ; . . . . ; . . . . . . . 38, 939, 087 47 
Total debt 2, 290, 629, 555 90 

Less cash in the Treasury 150, 731, 694 63 

Debt, less cash in the Treasury 2,139, 897,861 27 

Showing a decrease during the year, as above stated, of $5,762,447 65 
This decrease is represented by the excess of re

ceipts over expenditures $2, 344, 882 30 
The interest due and unpaid June 30,1874, was less 

than June 30, 1873, by. 3,417,565 35 

5, 762, 447 65 

By the monthly statement ofthe public debt issued June 30,1874, the 
reduction of the debt was shown to be $4^730,472 41. The difference 
between this and the preceding statement is thus explained: 

The monthly debt statement is made up at the close of business on 
the day of its date, and embraces only the moneys officially reported 
tp the Department at the time of its issue, whereas the foregoing 
annual statement of receipts and expenditures includes revenues 
which were deposited at the different places of deposit throughout the 
country within the period covered by the accounts, and unascertained at 
the time of the issue of the monthly statement. The books from which 
the annual statement of receipts and expenditures is prepared are 
usually kept open for a period of forty-five days, so as to include at the 
date of closing the accounts all the revenues which may have been 
deposited within the year which the statement represents. 
. - The difference between these two statements arises from the difference 
of dates^at which they are made up, and by a comparison of them as 
regards the cash in the Treasury at the commencement and close of 
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the last fiscal year, it will be seen that by the annual statement of 
receipts and expenditures there was a gain of $1,031,975 24, represent
ing revenues in excess of those known at the time of preparing the 
monthly statement, which, added to it, or deducted from the annual 
statement of receipts and expenditures, will show that no difference 
exists, except in the manner of their preparation. 

The tables accompanying this report furnish details of the foregoing 
statements and accounts. 

REFUNDING THE NATIONAL DEBT. 

On assuming charge of this Department, June 3,1874, the Secretary 
lound the balance of the five per cent, loan authorized h j the acts of 
July 14,1870, and January 20, 1871, then unissued, to be $178,548,300. 

During the month of June proposals were received from several 
parties desiring to negotiate these bonds, but they were not deemed 
satisfactory, and were consequently declined« 

On the second day of July a circular was issued by the Secretary, 
inviting proposals, and in response thereto bids from various parties, 
at home and abroad, were received, the aggregate amount of which 
was $75j933,550. Of this amount, $20,933,550 comprised the domestic 
bids, and $55,000,000 the joint proposal of Messrs. K M. Eothschild 
& Sons, of London, and Messrs. J. and W. Seligman & Co., of 'New 
York. The domestic bids at par and above, which were accepted by 
the Department, aggregated $10,113,550, and those at less, than par, 
which were rejected, amounted to $10,820,000. 

The proposal for $55,000,000 excluded the acceptance of ail other bids, 
and provided that the parties should purchase ten million on or before 
August 1, 1874, and the remaining $45,000,000 at their pleasure, in 
several successive instalments, prior to February 1,1875, also that they 
should have the option of the entire balance of the five per cent, loan, 
$122,688,550, until the expiration of six months from January 31,1875, 
and that the Secretary should keep an agent in London to deliver new 
fives and receive payment therefor. This proposition was modified, 
and on the 28th day of July a contract was entered into between the 
Secretary and Messrs. August Belmont & Co., of JSTew York, on behalf 
of Messrs. K M. Eothschild & Sons, of London, England, and asso
ciates, and Messrs. J. and W. Seligman & Co., of New York, for 
themselves and associates, for the negotiation of $45,000,000 of the 
five per cent, bonds, the contracting parties having deposited with the 
United States Treasury two per cent, of the amouut subscribed for, as 
a guarantee for the fulfilment of their agreement. 
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The conditions of the contract are substantially as follows: The 
contracting parties to have the option of the balance of the loan, viz: 
$122,688,550, until January 31, 1875; to be allowed one-quarter of one 
per cent, commission u]ion the amount taken* they agreeing to sub
scribe for fifteen millions of the before-mentioned amount—$45,000,000— 
on the first day of August, 1874, and to subscribe for the remaining 
aniount—$30,000,000—at their pleasure, in amounts of not less than 
five millions each, prior to the thirty-first day of Januaiy, 1875. The 
contract also allows the parties the exclusive right to subscribe for the 
remainder or any portion of the five per cent, bonds authorizedliy the 
acts of Congress aforesaid, by giving notice thereof to the Secretary 
of the Treasury prior to January 31, 1875. 

The agreement, on the part of the Secretary of the Treasury, with 
the parties before mentioned, is to issue calls of even dates with their 
subscriptions for the redemption of an equivalent amount of six per 
cent, five-twenty bonds, as provided by the act of July 14, 1870. , The 
subscribers agree to pay for said five per cent, bonds, par and interest 
accrued to the date of maturity of each call, in gold coin. United States 
coin coupons, or any of the six per cent, five-twenty bonds called for 
redemption; they also agree, to defray all expenses incurred in sending 
bonds to London, upon their request, and in transmitting bonds, coin 
United States coupons, or gold coin, to the Treasury Department at 
Washington, D. C. 

On account of the subscriptions of Messrs. Eothschild and Seligman, 
and their associates, and those of home subscribers; calls for six per 
cent, five-twenty bonds of the loan of February 25, 1862, have been 
made as follows: 

August 1, 1874 . . . . . . . ; $25, 000, 000 
September 1, 1874 15, 000, 000 
October 1, 1874 '. 10, 000, 000 

. November 2, 1874 5,000,000 

55,000,000 

The excess of subscriptions over calls—viz: $113,550—has been 
provided for by uncalled bonds which have been received by the 
Department in payment for that amount. 

The larger portion of the bonds subscribed for has thus far been 
negotiated in Europe, where exchanges are still being made. 

RESUMPTION OF SPECIE PAY-MENT. 

So much has been spoken and written within the last decade, and 
especially at the last session of Congress, on the financial questions re-
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iating to and growing out of our currency system, that further extended 
discussion of the vSubject at this time would scarcely seem to be neces
sary. The opinions entertained and expressed by public men and com
munities of people, as well as the sense of Congress as heretofore indi
cated by the votes of the two houses, must be accepted as one of the 
factors of the financial problem. Nevertheless the great and para
mount importance of arriving at an ultimate solution of the matter 
and of restoring to the Government and the people a sound and stable 
currency, induces the Secretary to bring the subject again to the at
tention of Congress, and to ask that decisive sfeps be now taken by 
the law-making power for return tb a specie basis. 

To attempt an enumeration of the comxilicated mischiefs which flow 
from an unstable or inconvertible currency would OSLTTJ this report to 
inexcusable length, and, after all, would be but a repetition of what 
has been often said. No nation can long neglect the wholesome maxims, 
founded uxion universal experience, that uphold xiublic credit without 
suffering financial disturbances and bringing serious consequences 
upon its people. I t will not be denied that the existing issue of legal-
tender notes, as a circulating medium, would never have been made 
except in the great emergency of a war involving no less an issue than 
the xireservation of the nation. Whether the argument in support of 
the validity of the legal-tender acts be rested upon the war powers 
conferred on the Government by the Constitution or on other xirovis
ions of that instrument, it is clear that Congress could not have been 
induced to x^ass such acts under au}^ other circumstances than in a time 
of the most xiressing and urgent iieed, such as a state of war only 
produces. The most earnest defenders of the xiower to issue Govern
ment obligations, and make them by law legal tender for all debts, 
Xiublic and xirivate, would scarcely be found to advocate the exercise 
of the power except under circunistances of extreme necessity, and 
then only for the time of the emergency; and there is abundant evi
dence in the debates and xiroceedings of Congress, and in the statutes 
themselves, that it was not intended to make the legal-tender notes the 
pernianent currency of the country. The acts authorizing the issue of 
such notes provided for their conversion into bonds of the United 
States bearing interest at the rate of six per centum x̂ er annum. 

The act of March 18, 1869, in terms declares that ^'the faith of the 
United States, is solemnly x^ledged to the payment in coin or its 
equivalent of all obligations of the United States not bearing interest, 
known as United States notes." The same act further, affirms that 
^Hhe United States solemnly pledges its faith to ma;ke provision at the 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1874



X I I REPORT OF THE SECRETARY OF THE TREASURY. 

earliest xiracticable period for the redemption of the United States 
notes in coin." 

The xiurpose of the act is well expressed in its title, whitjh declares 
it to be "An act to strengthen the public credit;" and that such was 
the effect of the act cannot be doubted, for it is an unconditional as
surance on the part of the Government, not only that its notes shall 
be paid in coin, but that this shall be done at the earliest practicable 
period. The faith of the Government could not be more clearly or ab-
solutel}^ pledged than is done by this act of Congress, to say nothing 
of previous legislation. 

The length of time that has now elapsed since the final. overthrow 
of the rebellion, as well as proper regard for the faith of the nation, 
admonish us that initiatoiy steps towards the redemption of its 
pledges ought not to be longer postponed. It is not unworthy of re
mark that the era of the war will not be Qlosed until the period of re-
demxition shall have been reached. 

I t is sometimes urged by the advocates of a continuance of our xiapei 
circulation that, its aniount being now definitely fixed by law, it is not 
liable to the fluctuations in volume which attach to a currency that 
may be increased or diminished at the will of the Secretary; but this 
suggestion leaves out of view entirely the fact that it is of little conse
quence where the power to change the volume of currency rests, the 
difference being only in the degree of probability of its use. The ex
istence ofthe power at all, and the apxareh ension of its being called 
into exercise, is the evil from which mischievous consequences are 
likely to flow. The quality of flexibility governed by the law of trade 
and commerce, and which regulates the increase or diminution of the 
volume of the circulating medium according to the requirements of 
legitimate business, is of value; but that which is controlled by the 
legislative will and may depend uxion party exigencies or the suxixiosed 
necessities of the Treasury, or the demands of sxieculative enter
prises, is objectionable in the highest degree. Such a currency is liable 
to sudden and violent expansion or contraction, having no necessary 
connection with the legitimate demands of trade and commerce. 

In a country like ours, with varied industries and extensive com
mercial relations among its different sections and with other nations 
and x^Goples\ stability of the circulating medium is indispensable to 
the general prosperity. Credit, which necessarily enters largely into 
commercial transactions, can only be steady and secure when it has 
for its foundation a stable currency. The quality of stability in money 
attaches only to coin, which, by common consent of mankind, is the 
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medium of exchange, and to a xiaxier currency^rexiresentative of coin, 
because convertible into it at the will of the holder. The reason is 
obvious; for coin, besides being recognized throughout the world as a 
medium of exchange, has a high intrinsic value, can be xirocured only 
by labor and in limited quantities which cannot be increased by statu
tory laws, nor suddenly by other means, while inconvertible xiaper 
mone}^ may be xiroduced in indefinite quantities at a nominal cost, a 
note of the highest denomination costing no more than the lowest, and 
its volume dexiending solely on legislative enactment. 

The history of irredeemable paper currency repeats itself whenever 
and wherever it is used. I t increases xiresent prices, deludes the 
laborer with the idea that he is getting higher wages, and brings a 
fictitious x^i'osxierity from which follow inflation of business and 
credit and excess of enterxirise in ever-increasing ratio, until it is 
discovered that trade and commerce have become fatally diseased, 
when confidence is destro^'cd, and then comes the shock to credit, 
followed b^' disaster and dexiression, and a demand for relief by further 
issues. 

A dollar legal-tender note, such as is now in circulation, is neither 
more nor less than the promise of the Government to pay a dollar to 
the bearer, Avhile no express iirovision is made by law for xiaying the 
dollar at any time whatever; nor is there any existing iirovision for 
converting it into anything that stands in a tangible ratio to a coin • 
dollar. As far as existing laws go, there is no reason why the legal-
tender note of the denomination of a dollar should ^a^s^ for one cent 
of gold, except so far as the Government compels creditors to accept 
it in discharge of obligations to xiay money, and obliges the w^ealth and 
commerce of the country to adopt it as a medium of exchange. To this 
may be added, as an element of the value of the legal-tender dollar, th© 
hope that the Government will sometime or other redeem its paper 
promises according to their import. The universal use of, and reliance 
upon, such a currency tends to blunt the moral sense and impair the 
natural self-dependence of the people, and trains them to the belief 
that the Government must directly assist their individual fortunes 
and business, help them in their personal affairs, and enable them to 
discharge their debts by partial payment. This inconvertible paper 
currency begets the delusion that the remedy for private pecuniary 
distress is in legislative measures, and makes the people unmindful of 
the fact that the true remed}^ is in greater production and less spend
ing, and that real prosperity comes only from individual effort and 
thrift. When exchanges are again made in coin, or in a currency con-
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vertible into it at the will of the holder, this truth will be understood 
and acted mion. 

I t is not intended to call in question the constitutional validity of 
the legal-tender acts, nor the wisdom of those who, in the midst of a 
rebellion which taxed the utmost resources and energies of the nation, 
deemed the issue of such notes essential to success. Eepeated adjudi
cations of the highest judicial tribunal of the land sustaining their 
validity must be accepted as conclusive of the question. All that is 
now meant to be asserted is, that the exigencies which required the 
issue of such notes have passed away, and the time has come for taking 
such steps as may be necessary to redeem the. pledge then made. The 
power to do so, as well as the selection of means to that end, is with 
Congress. The Secretary can do neither more nor less than obey and 
execute such laws as Congress may enact. 

While it seems to be very generally conceded that resumption of 
specie paynient is essential to the honor of the Government and to 
the general welfare, the views of intelligent and well-informed persons 
as to the best method of resumption are so widely divergent, and the 
plans that have been suggested so multifarious, that the Secretary 
feels embarrassment in suggesting a plan, the details of which will 
commend themselves to Congress. But there are one or two funda
mental ideas underlying the subject which, it is believed, must be the 
basis of any practicable plan for resumxition, and are, therefore, sub
mitted for the consideration of Congress. 

I t is obvious that there can be no resumption by the Government so 
long as the volume of paper currency is largely in excess of the possi
ble amount of coin available for that purpose which may come into 
the Treasury in any year, and while no provision is made for the con
version of this xiaper money into anything having a nearer relation to 
coin; nor is it xiossible for the banks or people to resume so long as 
the large amount of irredeemable paper now in circulation continues 
to be by law legal tender for all private debts with reference both to 
the past and the future. While this state of things lasts gold will 
continue to flow from us, and find employment where the natural laws 
of trade, unobstructed by restraining legislation, make its daily use 
indispensable. 

The Secretary, therefore, recommends Congress to provide by law that 
after an early and fixed day United States notes shall cease to be legal 
tender as to contracts thereafter made. But this provision should not 
apply to official salaries or to other ordinary expenditures of the Govern
ment under then existing contracts or appropriations. Between the day 
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thus to be fixed and the time of final resumption a sufficient period 
should elaxise to enable the peoxile and banks to prepare for the 
latter b}^ such gradual processes in business as will neither lead to 
violent contraction in credit and values, nor suddenly increase the 
obligations of debtors. The sudden and immediate appreciation of the 
paxier dollar to its par value in gold is not only no necessaiy elemeni: 
of redemption, but, as far as xiracticable, should be avoided.. If during 
the period of the war the legal-tender acts operated ias a ba^nkrupt law, 
compelling creditors to give acquittances ux)on the receixit of less than 
the full amount of their debts, this is no reason why the law for resump
tion should now compel debtors at once to xiay essentially more than 
they have contracted to pay. The adoption of such measures as will 
not suddenly increase the obligations of debtors, will go far to allay 
and disarm whatever popular oxiposition to resumxi tion of specie pay
ment may now exist, and, besides, would be but just to the debtor 
class. The day from which new contracts must be discharged in coin 
should be fixed sufficiently far in advance to give the xieople and the 
banks time to understand it and to prexiare themselves for it. It is 
believed that not many months will be necessary for that purpose; 
but, to avoid the mischiefs already indicated, this day should precede 
the day of final resumption by a longer period. The time should not, 
in the opinion of the Secretary, be extended beyond three years, and 
might safely be made as much less as in the judgment of Congress 
would sufficiently protect the interest of debtors and avoid^the evils of 
too sudden contraction. 

The law should also authorize the immediate conversion of legal-
tender notes into bonds bearing a low rate of interest, which, while 
inviting conversion, should not be so high as to appreciate tl^e legal-
tender notes rapidly, and thereby operate oppressively on the debtor 
class. As an additional inducement to the conversion of United States 
notes into these bonds at a low rate of interest, authority should be 
given for.making them security for the circulation of national banks. 
The law should further provide the means for the redemxition of such 
notes as may be xiresented for that purpose when the period of re
sumption shall have been reached. To this end, the Secretary should 
be authorized to make a loan not exceeding the total amount of 
notes remaining unconverted at the time of resumption, less the surplus 
revenue to be made applicable to such resumption. I t is probable that 
the gradual and continued revival of business will so far increase the 
revenues that a large loan will not be required for this purpose; but 
it is. advisable that the Secretary.be authorized to make it in order 
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to meet the contingency of a failure of sufficient surplus revenues. 
Such a loan should be made by issuing bonds to run for such time as 
the wisdom of Congress may suggest, and to be disxiosed of from time 
to time as the necessities of the case may require. In the oxiinion of 
the Secretary, these bonds should run for a long period, and should 
bear interest at a rate not exceeding the lowest rate which the Govern
ment may then be paying in refunding its six xier cent, securities. 
Any substantial or useful movement for resumption necessarily in
volves supxilying the Treasury with increased amounts of coin, either 
by increased revenues or an adequate loan. The xiresent condition of 
the credit of the Government, which would be further enhanced by the 
adoption of measures for return to a specie basis, leaves no room for 
doubt that a loan for such purpose would be readily taken at a low 
rate of interest. Measures should also be adoxited requiring the banks 
to hold gold reserves preparatory to resumption on their part. 

But. the Secretary does not deem it proper to pursue the matter 
into further detail. If Congress shall conclude, as he earnestly hopes 
it will, that the time has arrived for the enactment of a law having for 
its object resumption of specie payments, its own wisdom will supply 
the necessary methods. That which is of the highest importance is 
the adoption of the definite policy of resumption. In view of the great 
and pressing importance of the sxieediest return to specie xiayment con
sonant with steadiness of business and avoidance of violent and sud
den contraction, discussion of mere details in advance becomes of little 
practical consequence. What is demanded by the best interests of the 
Government and the peoxile, and by the highest considerations of vir
tue and morality, is, that Congress shall undo that state of things 
which oi^ly the necessities of war justified or required in this respect. 
A wise modification of existing statutes, which neither enable nor per
mit the executive branch of the Government to effect the restoration 
of a sound currency, will leave the laws of trade free to resuihe their 
operations, and many matters of detail will adjust themselves. When 
the Government shall have resmmed specie payment, it may be ex
pected that gold will flow into the country in obedience to the law of 
supply and demand; the export of our gold xiroduct will greatly di
minish and the millions of gold which now constitute only a commodity 
of trade will resume its xii'oper functions by becoming again a part of 
the circulating medium. With the adoxition of the xiolicy of resump
tion, free banking may safely be allowed, and the deficit of the actual 
amount of coin available for circulation can be supplied by bank notes 
convertible into coin, in lieu of an inconvertible xiaper currency. 
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The business of the country has not yet recovered from the disas
ters of the last year's financial panic, the causes of which it is by no 
means difficult to trace. I t was the direct and immediate result of 
that excessive development of speculative enterprises, over-trading, 
and inflation of credit which invariably follow large issues of incon
vertible xiaper ciuTency. The almost boundless resources and energies 
of the country must Compel the gradual re-establishment of business, 
but capital, with its accustomed sensitiveness to danger, is slow to re
turn to the avenues of trade. Yalues are fluctuating and uncertain. 
Labor receives its reward in a currency that is unsteady, and whose 
Xiurchasing xiower changes almost daily. Neither the reward of labor 
nor the value of commodities is measured by any certain standard. 

The enactment of a law having for its purpose the substitution of a 
sound and stable medium of exchange for an irredeemable paper cur
rency will tend to restore confidence, and thus cause a revival of in
dustries and general business. 

There will be no better time in the future to enter upon the work oi 
returning to a sxiecie basis, and the Secretary feels that he cannot too 
strongly, urge the adoxition of the measures he has indicated, or such 
others as will more certainly lead to the desired end. 

ECONOMY IN PUBLIC EXPENDITURES. 

In connection with this subject, the Secretary deems it proxier to 
suggest, for the consideration of Congress, the importance of the most 
rigid economy in the public expenditures. Lavish outlay of money by 
the Government leads to corresxionding habits bf extravagance among 
the xieoxile. An era of inflation is always one of extravagance. At 
such a time costly public improvements of doubtful utility are likely to 
be undertaken, and other unusual expenditures made. It is easier to 
fall into such practices in a time of inflation than to abandon them 
when necessity requires. The general depression following the late 
financial panic has compelled the people to lessen their individual 
expenditures, and the Government should not be slow to follow their 
examxile. 

The xiresent condition of the revenues requires the utmost economy 
in public exiienditures, and the most careful scrutiny of the estimates 
herewith transmitted is invited. So far as they relate to the Treasury 
Department, the Secretary iias required them to be kept within the 
appropriations of the last session of Congress, when a large reduction 
was effected. He is gratified to be able .to express the opinion that 
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such reduction has not affected injuriously the public interests confided 
to his care, nor has it tended to obstruct or delay the public business. 

Not only is rigid economy required by reason of the present con
dition of the public revenues, but fidelity to obligations and a just 
sense of responsibility to the people, to whom the Government belongs, 
and who contribute of their means to its support, demand it. Govern-
icgtent cannot long exist in a prosperous condition without the confidence 
of the people, and that confidence will be given or withheld accordingly 
a,s^the Government is faithfully, honestly, and economically adminis-
istered, or otherwise. When it is understood that not a dollar is taken 
from^the xieople by taxation beyond what is needful for the legitimate 
purposes of the Government, they will not withhold their confidence 
or refuse to supxiort its financial measures. At such a time loans are 
freely taken and taxes cheerfully paid. I t is essential to the proper 
strength of the Government at home, as well as to its credit abroad, 
that no greater taxes be levied than are required to carry on its neces
sary operations and to maintain the national faith and honor«by prompt 
payment of all its obligations, and when such revenues are collected it 
is no less important that they be faithfully and exclusively applied to 
the legitimate purposes of Government. 

While the indebtedness of the Government is large, and the mainten
ance of the national honor requires the collection of large sums by 
taxation to meet the accruing interest, besides other necessary public 
<expenses, any appropriation for other purposes should be deprecated 
as likely to affect injuriously the public credit, and increase the diffi 
culties in the way of return to a specie basis. 

THE NATIONAL BANKS. 

The report of the Comptroller of the Currency contains full statistics 
of the resources and liabilities, the reserves, dividends, taxation, and 
earnings of the national banks since the organization of the system. 
The recommendations and suggestions of the Comptroller in reference 
to the distribution of the currency, redemption, and proposed amend
ments to the national-bank act are worthy of consideration. From this 
rexiort it appears that 2,200 banks have been organized under the 
national-bank act, of which number 2,028 are now in operation, and 2,004 
were doing business on the 2d of October last; reports of their condition 
at that date having been received. As appears by their returns of that 
date, the aggregateo capital of these banks was $493,765,121, with 
a surplus, in addition, of $128,958,106; circulation outstanding, 
$333,225,298; individual deposits, $669,068,995; loans, $949,870,627; 
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«Xiecie, $21,240,945; legal-tender notes, (including United States cer
tificates of deposit,) $122,846,946; redemption fund with the United 
States Treasurer, $20,349,950. The capital of the forty-eight national 
banks of New York City was $68,500,000, with a surplus of $22,653,881; 
net deposits,. $20.4^620,288; loans, $201,777,054, of which $4,721,638 
were loans on UnitedStates bonds payable on demand; $51,478,691 
were loans on other stocks and bonds payable on demand, and 
$5,735,137 were loans paj^able in gold. The following table, exhibiting 
the loans of the banks in New York City at corresponding dates for 
the four years next precediug the current year, is given for the purpose 
of comparison with the statement of October 2 of the present year: 

New Yorlc City. 

Oct. 8,1870. 

54 banks. 

Oct. 2,1871. 

54 banks. 

Oct. 3,1872. 

50 banks. 

Sept. 12,1873. 

48 banks. 

Oct. 2,1874: 

48 banks. 

Capital 

Net deposits . 

^73, 435, 000 

159, 751, 811 

,$73, 235, 000 

191, 304, 511 

$71, 285, 000 

158, 034,121 

$70, 235, 000 

172, 010. 594 

$68, 500, 000 

'204, 620, 288 

.Loans— 
On U. S. bonds on demand.. 
On other stocks, bonds, &c., 

on demand 
Payable in gold 
All other 

$9, 012, 964 

53, 809, 603 

$5, 661, 499 

70,185, 331 

105,146, 590 122, 806, 969 

$3,180, 738 

53, 409, 625 
3, 411, 738 

123,183, 625 

$2, 938, 876 

57, 916,1.30 
4, 381, 571 

133, 924, 311 

$4, 721, 638 

51, 478, 691 
5, 735,137 

139, 841, 588 

Aggregate. 167, 969,157 198, 653, 799 199,160, 888 201, 777, 054 

The aggregate call loans of these banks on the 2d of October last 
were $56,200,329, corresponding very nearly in amount with the same 
class of loans on October 3, 1872, which then stood at $56,590,363, 
showing that the character of 4he loans of the New York City banks 
has not materially changed since the panic of 1873. The net amount 
on dexiosit with these banks by other national banks was $56,237,452. 
I t thus apxiears that nearly the whole amount of the balances due to 
other national banks is invested in loans payable on call. Interest is 
paid on a large portion of the balances due to other banks, and they 
must be so invested as to be readily available, such deposits being 
subject to far greater fluctuations in volume than a similar line of com
mercial deposits. The banker thus makes the broker a convenience 
for obtaining interest on money which he could not prudently invest in 
commercial paper. The statistical table of the rate of interest in New 
York City, prepared from daily reports, shows the following results, to 
wit: The average rate of interest for the past year was 3.8 per cent, on 
call loans, and 6.4 per cent, on commercial paper, and for the six 
Inonths ending October 31, 1874, the average rate was 2.7 per cent, on 
call loans and 5.6 on commercial paper. 
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The attention of Congress has frequently been called by the Secre
tary and the Comptroller of the Currency to the evils arising from the 
payment of interest on deposits, and efforts have been made by the 
more conservative bankers to discourage the practice. The difficulty 
in the way of legislation is, that, while Congress has the xiower to pro
hibit the payment of interest on deposits by the national banks, by the 
imposition of penalties, it has no such power with reference to the 
State banks and xirivate bankers. The only x>i'acticable legislation 
upon this subject which would not discriminate against the national 
banks would seem to be the imxiosition of a sxiecial tax upon all interest-
bearing deposits. 

The act of June 20, 1874, limits the amountof legal-tender notes to 
$382,000,000. The authorized amount of national-bank notes was not 
changed, but remains at $354,000,000. This act provides, however, for 
the transfer of circulation, from the Eastern and Middle States to the 
Western and Southern States, as may be required to supply apxili
cations for circulation, uxion an axiportionment,based on x3opulation 
and wealth according to the census returns of 1870. The act also 
Xirovides for the deposit of legal-tender notes in the Treasury, and the 
surrender of the bonds deposited with the Treasurer as. security for 
,the like amount of circulating notes. Under this iirovision the banks 
have voluntarily surrendered $7,714,550 of their circulation. $6,492,285 
of the notes of banks in liquidation are still outstanding, and a small 
amount ($2,072,754) of the $354,000,000 remains unissued. The^ 
whole, amounting to $16,279,589, is now at the disposal of the Comp
troller," or will be hereafter available for distribution as this circulation 
shall be redeemed; so that it is not'x'>robable that it will be necessary 
to withdraw circulation from banks located in States which are in 
excess for some time to come. The same [act repeals the |xiroyision 
requiring reserves uxion circulation, and requires a deposit,equal to 
five per cent, of the circulation, in the Treasury for the redemption of 
such circulation. The effect of this law upon the reserves ofthe banks 
as shown by their last report, (October 2,) is the release of-$20,350,748 
of legal-tender notes, which is about one-sixth of the amount that would 
have been required under the law previouslj^ in force. The amount of 
cash reservies held by the banks at that time in excess of the require
ments of the act was $55,102,487, and the amount held in excess by 
the New York City banks was $17,145,406. 

The Comiitroller suggests that the xirovisions of the act of June 20, 
1874, in reference to the redistribution of the currency reserves and 
redemption, be more fully tested before any changes shall be made. 
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-and, accordingly, no amendments are recommended to that act, unless 
modifications shall become necessary in adoxiting measures for a return 
4o specie payment. 

The foregoing tables and facts fully establish the conclusion that 
there is a large amount of currency in excess of the legitimate needs 
of business, and should serve to dispel the fallacy that greater expan-
•sion of currency is the proxier remedy for the general depression and 
^contraction of the volume of business. 

COINAGE. 

The report of the Director of the Mint presents in detail the opera
tions ofthe mints and assay offices, and contains valuable information 
relative to coinage, foreign moneys, and international exchanges. 

The amount of bullion operated upon during the fiscal year was— 
Gold '. $68, 861, 594 97 
Silver 15,122,151 31 

Total $83, 983, 746 28 

Deducting redeposits, bars made at one institution and deposited 
.at another, the deposits were— 

Gold , $49,142, 511 06 
Silver : 11, 484, 677 78 

The gold coinage, including worn pieces recoined, was $50,442,690; 
-silver coinage, $5,983,601; gold bars stamped, $31,485,818; silver bars 
.stamped, $6,847,79918. • . 

Compared with the xirevious year there was an. increase in the gold 
-coinage of $15,193,352 50; in silver coinage, $3,037,805 80; and in gold 
aud silver bars, $10,816,086 57. 

The trade-dollar has been successfully introduced into the oriental 
markets with advantage to Americaii commerce. 

A twenty-cent silver coin being required for the purpose of con
venience in making change, the enactment of a law authorizing the 
-coinage of a piece of that denomination is recommended. 

The estimate of the Director of the Mint shows a gain in specie and 
bullion in the last two fiscal years of about $38,000,000, and the stock 
of specie in the country to be about $166,000,000. 

The estimated increase of coin and bullion is gratifying, being one 
-of the evidences of a gradual r,ecuperation of the country from the 
effects of a destructive civil strife, and, in connection with an annual 

"production of about $70,000,000 of the xirecious metals, affords encour-
^agement that a stock of coin may, within reasonable time and with 
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favorable legislation, accumulate to an extent sufficient to enable 
resumption of specie xiayments to be undertaken and maintained. 

There would appear to be no doubt that bullion converted in,to coin 
will, as a general rule, remain longer in the country than if left in an 
uncoined condition to seek foreign markets. Our xiolicy should, there
fore, be to encourage the coinage of both gold and silver. 

With respect to the charge made under existing laws for the coinage-
of gold, which in this country is the standard metal, it no doubt tends-
to create an adverse exchange, and causes bullion to be exported to 
London, where no charge for coinage of gold is made. 

The expediency of continuing the charge in the present financial 
condition of the country may well be doubted. 

The attention of Congress is invited to the explanations of the Direc
tor of the Mint in connection with the course of silver bullion. 

With a view to the resumption of specie payments, it is important 
to manufacture a large quantity of silver coin to take the place of the 
fractional notes, and, as its preparation at the mints will require con
siderable time, it is recommended that authority be given the Secretary 
to commence the manufacture of such coinage, beginning with the 
smallest denomination, and to gradually withdraw the fractional notes.. 

The system of computing sterling exchange on the fictitious or as
sumed par of four shillings and sixpence to the dollar, and the equiv
alent, $4.44|- to the xiound, which had been in use for a long period, 
ceased on the 31st of December last, under the provisions of the act ot 
March 3,1873, which fixed the par of exchange between the United 
States and Great Britain at $4.86,6J to the pound, that sum being the^ 
value in United States money of a standard sovereign, compared with 
the pure gold contained in the standard gold dollar of the United 
States. 

The new system has many advantages over the old oue, especially 
in simplicity, and having an absolutely correct basis. 

REVENUE FROM CUSTOMS. 

The past and present condition of .the receipts from customs consti
tutes the general guide to estimates and recommendations respecting" 
that branch of the xiublic revenue. 

For the year ending June 30, 1874, the decline in receipts from the 
previous year was considerable—falling off from $188,089,522 to-
$163,103,833, a loss of nearly $25,000,000. The receipts for the first 
quarter of the current fiscal year were two and a half millions less than 
for the corresponding period of the last year. The receipts for the-
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months of October and November, 1873, were $21,243,333 25o For the 
same months of the current year they were $22,755,811. 

The act of June 6, 1872, admitted large classes of manufactures to 
a reduction often per cent, of the duties prescribed by previous statutes, 
without designating specifically the articles to which the reduction 
should axixily, leaving much room for construction in the practical ap
plication of the act to articles of new design or of particular combina
tions of materials. This act was followed by a system of extreme 
pressure for reduction, claimed through changes of classification of 
articles, and advantage was sought to be taken of every doubtful con
struction of all parts of the act. 

During the years 1873 and 1874 there was a good deal effected in 
the way of reduction of duties through changes in form or component 
materials of merchandise, intended to answer the same purpose in 
consumption that articles and fabrics charged with a higher rate 
duty had previously answered. Yery large substitutions of materials 
other than wool have been made for fabrics previously paying the duty 
charged on woollens. Silks, linens, and cottons have been similarly 
imitated, while the true rate of duty was avoided in some cases, and 
sought to be avoided in others, by claiming them as subject to rates 
of duty prescribed in the acts of 1861-'62 as manufactures of mixed 
materials. 

Some portions of the reductions thus claimed are admitted in the 
revision of the statutes of 1874, while others are rejected as not prop
erly authorized. I t has been ascertained, as the result of careful cal
culation, that a concession of the reduced classifications claimed in the 
large number of appeals made to the Secretary during the year 1874 
would have reduced the revenues so far as to seriously embarrass the 
Treasury. This urgency for reduction is not now so great, and there 
is more general acquiescence in reasonable and xiroper construction of 
the statutes by those wlio would at any time be content with aii equal 
administration of such lav^s. It is the purpose of the Department to 
render them equal and uniform in their application, as fa.r as xirac
ticable and consistent with the letter of the law, and to administer 
them with such energy as shall leave none in doubt as to their true 
meaning. In the application of the revised statutes questions of con
struction often arise, but the Department has freely announced the 
principles of construction believed to be applicable, and in this it has 
had tlie support of recent decisions of the courts. No doubt is enter
tained that' the positions assumed by the Department in this respect 
will bear any test of review to which they may be subjected—a raatter 
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here alluded to only in the hope of inducing acquiescence in the intent 
of laws, which, if equally enforced, cannot operate prejudicially against 
any class or section. 

The general depression of business resulting from the panic of Sep
tember, 1873, has been followed by unusual delay in forwarding the 
crops. Prices in all the markets, foreign and domestic, have not been 
sufficiently high to induce shippers to make the usual investment in 
moving the crops, and the result is that the demand for consumption 
of foreign merchandise usual in the West and interior at this season 
is held in reserve. As a consequence of this absence of demand for 
foreign merchandise, purchases for the interior and the West have 
been greatly restricted, and with reasonable caution importers have 
avoided assuming the burden of stocks of goods not likely to be 
readily taken off their hands for consumption. In what rnanner or 
at what time this constraint will be entirely relieved, it is not easy to 
say; but it would be wholly without precedent to find such abundant 
production as has marked the present year, without remunerative de
mand for consumption, for any considerable time. I t is a reasonable 

. inference that this state of things will yield as the wants of Europe 
for our surplus crops are developed in the coming year, and that 
general commerce, with the revenues to be received from jt, will re
vive accordingly. For the present, it is of the highest importance to 
protect the revenue provided by law in the most faithful manner. 
Through a uniform and thorough enforcement of existing law, much 
may not only be saved in direct results, but many of the complaints 
arising from supposed inequality and obscurity may be removed. The 
actual receipts from customs are greatly affected by such vigilance, 
and it is the interest alike of the Government and the merchant that 
there shall be no uncertainty as to the meaning of the law, and that 
settlements should be made promptly and justly. Those who most 
directly represent the commercial interests have been right in demand
ing this course, and,no doubt is entertained that well-directed efforts 
to that end will prove satisfactory, even if they do not at, once accom-
Xilish all that may be ultimately done. 

Eeferring to the suggestions frequentl}^ made in favor of modifica
tion of the laws imposing duties on imports, and treating the subject 
purely as one of revenue, it is not safe to say that any reduction of 
rates on particular classes of goods can be admitted while the demand 
of the Government for gold is as large as at present, without comxien
sation by increased rates on other classes. Experience has shown that 
there is usually great loss and injury to individuals in readjustment ot 
duties to which the commercial interests have become accustomed. 
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It is, however, undeniable that there are inequalities and incongrui
ties in existing laws imposing duties on imports, and that there is 
demand for their revision, which, in many respects, seems to be worthy 
the consideration of Congress. Should it be the pleasure of Congress 
to enter upon this work of revision, it is recommended, in order to 
avoid the difficulties attending hasty and partial modifications, that 
provision be made by law for the appointment of a commission to 
prepare the details of a bill for this purxiose and to report to the next 
Congress. 

I t is certain that the aggregate amount now received from this source 
is necessary for revenue to meet demands, which cannot he safely stated 
at less than $160,000,000 in gold, besides the receipts from, internal 
revenue and other sources. The imxiost statements for 1872-'73 show 
how heavily the revenues from customs were depleted by the reduc
tion of 1872, coffee alone having yielded $10,969,098 77 in 1871, and 
$7,192,074 91 in 1872. On the importations of coffee, in 1873, the rate 
of three cents xier pound would have yielded nearly $9,000,000, and 
two cents per pound almost $6,000,000, 

The following tabic exhibits the annual imports of coff'ee and tea 
from 1871 to 1874, inclusive, with the total value thereof, and the 
average price x̂ cr pound in the countries of their xiroduction: 

Statement of imports of Coffee and Tea during the jour fiscal years (ended June 30,) 1871 to 
1874, inclusive. 

Fisca l yea r s 
e n d e d J u n e 30. 

1871 
1872 
1873 
1874 

Coffee. 

P o u n d s . 

317, 992,048 
•298,805r946 
293,297,271 
285,171,512 

Aggrega te 
cos t at p lace 
of s h i p m e n t . 

S30,992,869 
37,942,225 
44,109,671 
55,048,967 

Average cos t 
p e r p o u n d 

at p lace 
of s h i p m e n t , 

9.74 cen t s . 
12.69 " 
15.00 '• 
19.34 " 

Tea. 

P o u n d s . 

51, 364,919 
63,811,003 
64,815,136 
55,811 605 

Aggrega te 
cost a t place 
of s h i p m e n t . 

$17, 254, 617 
22,943,575 
24,466,170 
21,112,2.34 

Average cos t 
p e r p o u u d 

at place 
of s h i p m e n t . 

33 60 cen t s 
36.00 " 
37 74 " 
37.82 " 

This record of foreign prices for coffee tends strongly to the conclu
sion, making due allowance for the effect of short crops on prices, that 
the duty repealed by the act of 1872 was added to the selling price 
abroad, with no advantage to consumers here, while the country, as a 
whole, has paid more than before for the entire stock. The repeal of 
the duty on tea caused little or no reduction of xirices to consumers 
here, but an increase of xirices abroad. 

The circumstances under which duties on imports are collected are 
such as to bring into x l̂̂ y the most xiowerful forces of self-interest. 
The contest between regular importers for precedence in the market. 
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and, therefore, for success on the one hand, as against failure on the 
other, often turns upon very small distinctions, apxiarently of little 
consequence at the moment. A slight difference in the rate of duty 
paid in one case, less than another, often becomes of the greatest prac
tical importance to the importer. I t is sometimes said that the interest 
of the merchant to evade the duty is not great enough to iuduce the 
attempt; but experience has shown that none other than the most 
rigorous enforcement of law and the power to inflict î -evere penalties 
suffice to protect the interest of the Government and to meet the 
efforts constantly made for evasion of the duties levied by law. For 
this reason the laws of all countries where customs duties are imposed 
have been uniformly and necessarily severe, declaring forfeiture and 
penalty as the indispensable condition of the violation of revenue laws. 
The history of legislation in this respect in Euroxie is unbroken. A 
series of preventive and penal acts of the most decisive character may 
be found everywhere, whatever may be the recent relaxation of the 
rates of duty or the increase of the list of articles free of duty. In the 
United States, the rates of" duty for some years past have been high, 
much higher than are imposed in most other countries; but the^con-
sumxition of foreign merchandise is large and the market eager and 
undiscriminating, the quantity taken even at high cost being greater in 
proportion to the population than in any foreign, country importing 
from other countries. 

At the last session of Congress measures were xiroposed, and, in xiarty 
enacted, looking to the relief of merchants and others who comxilained 
of what they claimed to be unnecessary severity of the revenue laws, 
imposing penalty and forfeiture for violations thereof. Whatever 
errors may have existed in the administration of these laws, or what
ever extreme steps may have occasioned the legislation of the last 
session, it is still true that the penal provisions, in most important 
particulars, were no more stringent than those existing since the early 
history of the country. 

The earlier acts relating to duties on imports, perhaps, imxiosed the 
severest penalties known to our statutes, and these laws remained 
almost without material modification in this respect until the last ses
sion of Congress, but their administration was modified, by the xiower 
of remission conferred upon the Secretary, so far as to rarely involve 
forfeiture of vessels or the imposition of the extremest penalties. I t 
was the conspicuous character .of the xienalties recently imposed that 
excited public attention and induced the modifications embodied in the 
act of the last session. 
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In the light of the exxierience of this and other countries in the col
lection of duties on imports, it must be considered that any material 
change in the policy or manner of protecting the revenues by the im
position of penalties and forfeitures is necessarily tentative. I t is abso
lutely indisxiensable that the revenues shall be collected, and in their 
collection the interests of the Government and the honest imxiorter 
are the same. Both require that whatever the law declares to be the 
rate or amount of duty shall be equally and inflexibly enforced. Eva
sions of an apparently small proportion of these duties become the 
means of serious injury, if not ruin, to the honest merchant whose busi-
lUess is undermined by such competition, and often result in great.loss of 
irev^enue. While it is not yet demonstrable that the present tendency 
to decline in revenue from customs is sensibly influenced by any other 
cause than the decline of importations, there are .grave reasons for 
apprehending serious results, from any legislation depriving the Gov
ernment of the most efficient means for the detection of fraud and 
power to inflict .the severest penalties in extreme cases. I t cannot be 
doubted that the legislation of the last session of Congress has created 
a popular belief that smuggling is less hazardous, and violatioiis and 
evasions of the law less dangerous, than formerly, and it is not diffi
cult to see to what results such a belief is likely to lead. 

The sum placed at the disxiosal of the Secretary, by the act of the 
last session of Congress, is inadequate for furnishing comxiensation 
for the detection of frauds upon the revenue. The last section of that 
act makes it the duty of the Secretary to make comxiensation to persons 
who would, under former laws, have been entitled to share in the dis
tribution of forfeitures, and, under this provision, a large proportion 
of the sum placed at the disposal of the Secretary by that act became 
unavailable for use in cases of future violations of the law. 

The decline of receipts from customs is suggestive of the importance 
of reducing the aggregate expenses of collection, and the attention of 
the Department -has recently been given to this subject in a way that 
has already xiroduced some favorable results, and still further reduc
tion will be accomplished. It is, however, impracticable to make such 
reduction exactly, or even approximately, proportionate to the falling 
off in receipts, since the cost of maintaining the minimum organi
zation at any given port is the principal part of the expense, and this 
cannot be avoided, or diminished, without incurring danger of loss of 
the revenue at such port. 
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RECEIPTS FROM INTERNAL REVENUE. 

The report of the Commissioner of Internal Eevenue presents a sat
isfactory exhibit of the revenues in charge of that bureau. 

The decrease from each source of internal revenue for the year ending 
June 30, 1874, as compared with the fiscal year 1873, appears fom the 
following statement: 

Sources. 1873. 1874. Decrease. 

Spirits 
Tobacco 
Fermented liquors 
Banks and bankers 
Penalties, &c 
Adhesive stamps 
Back taxes under repealed laws 

Total 

$52, 099, 371 78 
34, 386, 303 09 
9, 324, 937 84 
3, 771, 031 46 
461, 653 06 

7, 702, 376 85 
6, 329, 782 00 

$49, 444, 089 85 
33, 242, 875 62 
9, 304, 679 72 
3, 387,160 67 
364, 216 34 

6,136, 844 64 
764, 880 14 

114, 075, 456 08 102, 644, 746 98 

$2, 655, 281 m 
1,143, 427 47 

20, 258 12 
383, 870 79 
97, 436 72 

1, 565, 532 21 
5, 564, 901 86 

11, 430, 709 10 

The decrease in the receipts from spirits is due to the small produc
tion of brandy in 1874, in consequence of the partial failure of the 
fruit crop in 1873; the earlier collection of special taxes in 1874 than 
in 1873j the reduction in the value of warehouse, rectifiers', and 
dealers' stamps by act of June 6, 1872, which reduction operated 
during the whole of the fiscal year 1874, but during only eleven months 
of 1873; and the smaller collections from repealed taxes relating to 
spirits in 1874 than in 1873. 

The falling off in the receipts from tobacco is owing chiefly to the 
abolition of the system of bonded warehouses, under act of June 6, 
1872, by which large quantities of manufactured tobacco were placed 
upon the market during the fiscal year 1873, and to the increased 
activity given during the early part of the same year to the movement 
of plug tobacco by the reduction in the rate of tax from 32 to 20 cents 
per pound. 

The act of June 6, 1872, so far as it relates to a reduction of taxation 
on banks and documentary stamxis, did not go into full operation prior 
to the last fiscal year. 

The number of brewers engaged in the production of fermented 
liquors during the fiscal years 1873 and 1874 was as follows: 

In 1873 : -. 3, 554 
In 1874 2, 524 

Decrease 1, 030 

During the fiscal year 1873, over five millions were collected from 
income a's back taxes, and five hundred thousand from gas, items no 
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longer taxable, and collections of xiast-due taxes, under repealed stat
utes, are of course constantly decreasing. 

The receipts from internal revenue for the first quarters of the fiscal 
yea s ending June 30, 1874, and 1875, were as follows: 

First quarter of 1874..• $25, 640, 454 41 
First quarter of 1875 26, 314, 615 33 

Increase 674,160 92 

The aggregate receipts for the months of October and November, 
1873, were $13,863,029 97, and for the same months of 1874 they were 
$17,476,202 99. 

Without some unexpected interruption of the industries upon which 
these taxes are imposed, the full amount of the estimate hereinbefore 
presented will be realized. . 

The suggestion of the Commissioner that the taxes now collected by 
stamxis on bank checks, matches, perfumery, cosmetics, &c., may be 
abolished, and compensation made therefor by increasing the tax on 
spirits ten cents per gallon, is worthy the consideration of Congress. 
By making this change the items of internal taxation would be con
siderably reduced, and the system simplified without loss of revenue. 
The means now in use for the collection of tax on spirits will, i t is 
believed, secure the collection of the increased amount. 

EXPORTS AND IMPORTS. 

The comxiarative coin value of the exports and imxiorts of the United 
States for the last fiscal year, as axipears from official returns to the 
Bureau of Statistics, may be exhibited as follows: 
Exports of domestic merchandise $569, 433, 421 00 
Exports of foreign inerchandise — 16, 849, 619 00 

Total exports 586, 283, 040 00 

Imports : 567, 406, 342 00 

Excess of exxiorts over imports 18, 876, 698 00 

Exports of specie and bullion ,$66, 630, 405 00 

Imports of specie and bullion 28, 454, 906 00 

Excess of exports over imports 38,175, 499 00 

Total excess of exports of merchandise, specie, 
and bullion, over imports of same $57, 052,197 00 

While these returns are believed to be reasonably accurate as 
regards the exports by sea, it has been found impracticable to obtain 
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complete; statements of our exports to Canada, owing to the fact that 
manifests, containing the quantities and values of merchandise exported 
in railway cars, are not legally requirable. Detailed statements have 
been received, however, from the Commissioner of Customs of the 
Dominion of Canada, from which it apxiears that the coin value of our 
exports to Canada during .the last fiscal year was $10,200,059 in excess 
of that returned by the United States customs officers, which would 
increase the exports for the last fiscal year as above stated, by that 
amount. 

I t is proper to remark in this connection that merchandise of the 
value of $17,878,225 was withdrawn from bond for consumption, in 
excess of that entered for warehouse, during the year. 

The export of coin and bullion was $24,952,138 less than for the pre
ceding year, while the exports of domestic merchandise have increased 
$63,803,118. 

There appears to have been a decrease in imxiortations for the last 
year of $74,729,868 as compared with the previous fiscal year, and of 
$59,188,735 as compared with the fiscal year ended June 30, 1872. 

The following imports show an increase in value, respectively: 
Coffee, $10,941,570; molasses, $1,046,773; salt, $556,127; flax seed,. 

$447,229; brass and other metals, $475,439; medicinal barks, $418,436; 
coal, $.410,762; hair, $408,826; raw hemp, $328,994; indigo and cochi
neal, $353,474; unmanufactured wood, $384,810; articles exported 
and returned, $1,287,622; opium, $561,726; spices, $586,642; barley, 
$2,838,672; dress goods, $1,714,838. 

Those exhibiting a decrease in imxiortation are xirincipally un
manufactured wool, $12,183,632; manufactures of wool, $4,149,298; 
raw silk, $2,606,613; manufactures of silk, $5,893,253; fine linen, 
laces, and other manufactures of flax, $2,955,636; cotton goods, 
$7,007,455; kid gloves, leather, and manufactures of leather, $1,107,528; 
furs, $379,427; hides and skins, $1,281,565; jute and jute butts, 
$1,471,727; paper stock, $1,058,297; paper and paper hangings, 
$734,872; horse-hair, $792,675; old and scrap iron, $5,148,370; copper 
ingots, $2,347,626; manufactures of coxiper, $887,836; pig and bar 
lead, $1,094,240; tin plates, $2,000,727; watches, $900,531; jewelry 
and precious stones, $876,997; fancy goods and perfumery, $468,986; 
tobacco, snuff*, and cigars, $1,304,002; wines and liquors, $622,000; 
fruit and nuts, $1,392,044; sugar, $829,490; tea, $3,353,860; dutiable 
chemicals, $873,711; chemicals, drugs, and dyes, $1,444,919; dye 
woods, madder, argols, bleaching powder, ahd nitrate of soda, $713,083; 
-Soda ash, $928, 448; earthen, stone, and china ware, $1,133,570; common 
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window glass,, and glassware, $1,399,341;: lumber, $2,694,327; crude 
India rubber and gutta percha, $703,821. 

There was a falling off 4n the importation of iron and steel and 
their x^i'oducts of $20,366,536. in value, upon the following articles: 
Eails, $8,982,267; steel and manufactures of steel, $3,324,513; pig 
iron, $3,915,747; bar iron, $2,266,170; sheet, hoop, and band iron," 
$1,169,308; machinery, $400,192; anchors, chains, cables, castingSj and 
hardware; $308,339. 

There was also a decrease in the importation of live animals of 
$702,381, and of provisions of $849,331 in value. 

Of domestic xiroducts exxiorted, the following articles show an 
increase in value, in currency: Wheat, $49,969,205; wheat flour, 
$9,876,430; rye and rye flour, $1,440,999; corn and corn meal, 
$1,029,829 ; cheese, $1,400,985 ; butter, $139,462 ; . pork, $801,677; 
beef and tallow, $1,576,044; fish, $603,712; leaf tobacco, $7,710,046; 
oil cake, $487,798; horned cattle, $454,900; hogs, $838,435; agricul
tural implements, $503,839; timber, wood, and manufactures of wood, 
.$2,233,9.19; coal, $909,675; matiufactures of hemp, $691,021; iron and 
manufactures of iron, $846,197; fire-arms, $1,158,269 ; sailing vessels 
^old to foreigners, $371,407. 

The decrease in the exportation of domestic products appears 
principally in the following articles: Eaw cotton, $16,019,489; 
bacon, hams, and lard, $3,576,025; hides, $1,044,641; furs and fur-
.skins, $391,185 ; leather and manufactures of leather, $518,976 ; 
.sewing machines, $556,424; crude mineral oil, $910,354; crude, tur
pentine and rosin, $585,565; and silver ore, $969,303. 

COMMERCE AND NAVIGATION. 

Little improvement is observable in the foreign carrying trade. 
Over 72 per cent, of our imports and exports, during the last fiscal year, 
was carried in foreign vessels. This ratio is, however, a somewhat 
better exhibit than fbr the fiscal year 1872, when 76 per cent, of this trade 
w âs transported in vessels of other nations. I t is estimated that, prior 
to 1860, from 75 to 80 per cent, was done in vessels of the United States. 

From the report of the Eegister of the Treasury, the total tonnage 
of vessels of the United States appears to be 4,800,652 tons, being an 
increase over that of the fiscal year ended June 30, 1873, of 104,626 
tons, notwithstanding the omission from the official returns, under the 
act of April 18, 1874, of canal-boat tonnage amounting to 133,065 
tons. 

The tonnage of vessels built during the last fiscal year, as given in 
the report of the Eegister, is 432,725 tons; which amount exceeds that 
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of the preceding year by 73,479 tons, and is greater than that of any 
year since 1855. 

From July 1 to November 10, 1874, official numbers have been 
awarded by the Bureau of Statistics to 684 vessels, whose carryings 
capacity amounts to 169,654 tons. Of these, 213 were new sea-going 
vessels, varying from 100 to 5,000 tons, with an aggregate tonnage of 
120,972 tons. Of this number, twenty-nine vessels measured over 
1,000 tons, three over 2,000 tons, while two were iron steamships of 
5,008 tons each. 

REVENUE MARINE. 

During the past year the three steani-vessels in process of construc
tion for the Eevenue Marine at the date of the last annual report of 
the Secretary have been comxileted and xiut in commission. They 
are wooden vessels, of excellent model, thoroughly built of the best 
material, strong and fast, and admirably suited to the work re
quired of them. In the design of their steam-machinery special 
pains were taken to introduce the latest well-established improve
ments to secure speed and economy of fuel. There being great dif
ferences of opinion among engineers as to the relative value of differ
ent types of engines, and it appearing that all operated successfully, 
it was decided to use different engines in these steamers, the boilers, 
screws, and hulls being the same. Upon their completion, at the re
quest, and with the co-operation of the Navy Department, trials on 
a scientific basis were made of their steam-machinery; the report of 
which has been xiublished, and will, it is believed, be found of great 
value. 

These three vessels, are of about 250 tons each, and have displaced 
four old ones having an aggregate tonnage of 1,320 tons. Their 
completion xiractically accomplishes the reorganization of this branch 
of the service, which has been in progress during the last three years 
upon the xilan recommended by the commission appointed December 
16, 1869, whose report was submitted to Congress May 26, 1870. (Ex, 
Doc. No. 93, 41st Cong., 2d Session.) For nearly all the old slow and 
unwieldy sailing craft, and the large steamers of heavy draught and com
plicated machinery, which were ill-adapted to the requirements of the 
service and exxiensive to maintain, small steamers of ligiit draught and 
good speed have been substituted, effecting a reduction in the tonnage 
of the fleet of nearly 2,000 tons; reducing corresxiondingly the number 
of men employed and otherwise lessening the expenses of maintaining 
the service, while greatly increasing its efficiency. Equally important 
changes have been made in th^ character of the official corxis, through 
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the removal of incompetent officers and the institution of a rigid pro
fessional examination of candidates for admission. Constant imxirove
ment has attended the progress of the reorganization, and the benefits 
already derived indicate even better results than were anticipated. 

The following comxiarative statements of the annual cost of main
taining the service, and of the services rendered by it before and since 
the commencement of the reorganization, well illustrate the advance
ment that has been made: 

Exxienses of the Eevenue Marine for the fiscal years ending— 

June 30, 1865. . . . . .$1, 229, 434 04 
June 30, 1866 1,177, 230 ,70 
June 30, 1867 1,167,125 41 
June 30, 1868 1, 293, 661 67 
June 30, 1869 1,185, 702 26 

June 30, 1870 $1,133, 670 15 
June 30, 1871 1,121, 026 43 
June 30, 1872 930, 249 81 
June 30, 1873 995, 308 88 
June 30, 1874 903, 601 83 

Previous to the year first named the expenses of the Eevenue-Marini 
Service were kept with the accounts ofthe general expenses of collect
ing the revenue from customs, and cannot be easil}^ ascertained. 

Statement of services performed hy revenue vessels during the years 1860-1870. 

Years. 

1860 
1861 
1862 
1863 
1864 • 
1865 
1866 
1867 . - - • . . • 
1868 -• 
1869 
1870 . . -

Total 

Average per year 

Vessels as
sisted in 
distress. 

88 
129 
134 
117 

• 61 
116 
143 
126 
108 
109 
175 

1, 306 

119 

Seized or re
ported tor 
violation 
of law. 

96 
111 
143 
118 •• 
103 
90 , 

133 
154 
83 
79 

149 

i,""259 

• 1^^ 

Miles sailed. 

112, 939 
' 159,574 

147, 455 
i 174, 111 

99, 326 
126, 5.52 
192, 597 
192, 313 
155, 910 
156, 910 
105, 903 

1, 623, 590 

147,599 

Boarded and 
examined. , 

11, 095 
12, 991 
9, 728 
9, 386 

38. 815 
17, 375 
8, 607 

10, 8.50 
. 7, 923 

7,927 
9,386 

144, 083 

13, 098 

Lives 
saved. 

5 
20 
23 
19 
3 
7 

33 
14 
25 

• 25 
18 

192 

17 

• [This statement is made by calendar years for thereason that the reports from which it is compiled 
• were so made.] 

Statement of services performed hy revenue,vessels during the fiscal years 1872-1874. 

/ 
Fiscalyears end ing-

J u n e 30,1872-*. 
J u n e .30,1873 
J u n e 30,1874 

Total 

Average per year 

Yessels as
sisted in 
distress. 

219 
210 
153 

582 

194 

Seized or re
ported for 

• violation 
of law. 

1, 594 
1, 605 
1,810 

5,009 

1,669 

• 
Miles .ailed. ^ , ' ^ ^ ^ 1 : ^ 

166, 098 24, 932 
185, 668 30, 543 
169, 882 27, 748 

521, 648 1 83,.223 

173, 882 27, 741 

L ives 
saved. 

37 
109 

4 

150 

50 

[Of the 5,009 shown in this statement as the total number of vessels seized or reported for violation 
of law, 3,119 were returned by the two New York harbor-boats, which previous to 1871 naade no icturns. 
Leaving this nuniber out of the account, the average during the last three years is 630.] 

I l l F 
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The number of vessels now in coiiimisson is thirty-four, of which 
thirty are steamers and four sailing vessels. They are so distributed 
as to embrace in their cruising grounds the entire coast of the United 
States, with the exception of a portion of the Pacific coast, and afford 
reasonable protection against the smuggling of goods into the country 
by the cargo. For the portion of the Pacific coast alluded to, a vessel 
was authorized to be built at the la;St session of Congress, and xilans 
and specifications for her construction are now in preparation. 

LIFE-SAVING SERVICE. 

There have been erected during the xiast year twenty-two new life-
saving stations, as follows: Five on the coast of Maine, one on the 
coast of New Hampshire, five on the coast of Massachusetts, one on 
the coast of Ehode Island, three on the coast of Yirginia, and seven on 
the coast of North Carolina. They are completely equipped, and were 
manned for the winter^s service on the first of the xiresent inonth. 
Contract has been entered into for the construction of six stations on 
the coast of Maryland and Yirginia, between Cape Henloxien and Caxie 
Charles, under authority of the act of June 20,1874, and arrangements 
will be made for the erection of tAvo other stations between these capes, 
on the coast of Delaware, as soon as xiossession of the sites selected 
for them, which are the xiroxierty of the State, can be obtained. 

When these stations are comxileted and put in operation, the Atlan
tic coast, from Quoddy Head to Cape Hatteras, with the exception, 
perhaps, of the vicinity of Point Judith, will be well protected. South 
of Cape Hatteras nothing is needed, except the houses of refuge xiro
vided for by the act above referred to. Early steps will be taken for 
the building of these. Sites have been secured for the thirty stations 
authorized for the great lakes, and xilans and specifications for the 
buildings are being prepared. I t is expected that these stations will be 
completed in season for use during the autumn of next year. Measures 
will also be taken to have the stations authorized for the Pacific coast 
in readiness for occupancy next winter. 

^ There have been in operation during the past year eighty-two 
stations. They are all located in the three districts designated as the 
Cape Cod district, Ehode Island and Long Island district^ and the New 
Jersey district, which embrace the most dangerous portions of the 
Atlantic coast. 

The reports of the superintendents show that during the seasbn of 
1873-74, forty-eight vessels, valued, with their cargoes, at $2,331,606, 
and having on board 1,166 persons, were driven upon these shores. 
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In twenty-nine instances the life-saving apparatus was called into 
requisition, and 303 persons were rescued by it. In the other cases 
its use was not required, but assistance of some sort, in administering 
to the comfort of the shipwrecked or in saving proxierty, was rendered 
in nearly all by the force of the service. Of the amount of property 
jeoparded, only $457,282 was lost, and the number of lives lost was but 
two. Both of these were caused by the falling of the mast of a vessel 
when she struck—a case in w.hich, of course, life-saving appliances were 
not available. The number of days' shelter afforded shipwrecked per
sons at the stations was 494. 

The life-saving service has now been in operation under the present 
system three years on the coasts of Long Island and New Jersey and 
two years on the coast of Cape Cod. The statistics of disasters upon 
these coasts during this time are reported as follows: 

Number of wrecks .̂  102 
Number of lives imperilled... 1, 607 
Number of lives saved .i 1, 604 
Number of lives lost. ' 3 
Number of shipwrecked persons sheltered and succored at 

stations 149 
Number of days' shelter afforded 571 
Total value of property imperilled , $3, 685, 936 
Total value of property saved 2, 758,281 
Total value of property lost 927, 655 

Almost all the disasters which occur upon these coasts are from the 
stranding of vessels, and it is against death and loss of x')roperty result
ing from this class of disasters that the hfe-saving service, as thereon 
established, is designed to afford xirotection. The success of the system, 
which the foregoing statistics imxily, is certainly all that could be 
hoped for. I t is hardly to be exxiected that an equal measure of suc
cess will be attained upon the lakes, where the causes and character 
of a large x^roxiortion of the disasters are of a differeij^ nature. That 
the benefits to be derived from the extension of the service there, how
ever, will amxily justify the expense involved cannot be doubted. 

In the xirosecution of inquiries essential to comxiliance with the 
recxuirements of the second section of the act of March 3, 1873, direct
ing the Secretary of the Treasury to report to the House of Eexiresent-
atives ^^the points on the sea and lake-coasts of the United States at 
which the establishment of life-saving stations would best subserve 
the interests of commerce and humanity," valuable statistics of disas
ters to shixiping, which have occurred upon our coasts within the last 
ten years, were gathered, with much trouble, from underwriters 
wreck-commissioners, officers of the customs, light-house keepers, and 
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all other available sources, and all practicable means were taken to 
verify them. Although important statistics of some disasters are lack
ing, it is believed that the information obtained is very nearly correct. 
As these statistics afford information of considerable interest to ship
owners, underwriters, and persons engaged in commerce generally, it 
has been thought proper to have them arranged in tables with respect 
to years and months, to classes of vessels, to kind and cause of disas
ter, to tonnage, to locality of disaster, &c. These tables may be found 
in the appendix to this report. 

Eeports of the statistics of disasters to shipping, important as they 
are, were never authoritatively required by the Governnient until tlie 
act of June 20, 1874, directed the owners and masters of vessels to 
suxiply them. At the commenceinent of the last fiscal year, however, 
the customs officers of tl^e various ports of the country were directed 
to obtain and forward to the Department the xiarticulars of all disas
ters occurring to vessels within their collection districts, or to vessels 
owned therein, where it was xiossible to obtain them. The returns re
ceived were very full. They have been tabulated, as above described, 
and wrecking charts, uxion which is shown the exact locality of each 
disaster, have been prepared. The tables may be found in the axipendix. 

LIGHT-HOUSE SERVICE. 

The Light-house Establishment, which exceeds in magnitude that 
of any other nation, providing as it does for the necessities of a coast 
line, including the great northern lakes, over ten thousand miles in 
distance, besides an extent of four thousand seven hundred miles on 
inland rivers—making a total of over fourteen thousand miles— 
keeps x>ace with the demands for increased aids to commerce and 
navigation.. ,̂  

Within the xiast year twenty-five light-houses, two light-ships, seven 
fog-signals, eight beacons, and twenty-seven buoys, have been estab-

. lished. The total number of such aids to navigation now in use in 
the United States, is 546 light-houses, 23 light-ships, 42 fog-signals, 
382 beacons, and 2,865 buoys. , 

I t appears from the. report of the Light-house Board that, from the 
first, means have b(Ben adopted not only for introducing the improve
ments Avhich have been made in foreign countries, but also, by original 
investigations, to add to the efficiency of the system. In the latter the 
Board has recently been successful in the introduction of new materials 
of illumination, and of greatly improved fog-signals. 
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Weekly meetings of the Board, instead of quarterly, as formerly, 
have been held during the xiast year, affording increased oxiportuni-
ties for the discussion of new methods and deliberation upon xiroposed. 
imxirovements, as suggested by recent scientific discoveries and the 
Xiractices of foreign countries; and a series of sxiecial investigations 
have been commenced, with the view to determine how far the changes, 
suggested as possible by the late engineer secretary as the result of 
his recent examinatioii into the systems in use abroad—alluded to in 
the last annual report of the Secretary of the Treasury—may be with 
advantage introduced into our own system. 

COAST SURVEY. 

s The operations of the coast survey within the present year again 
illustrate the special utility of that work. Near several of the sailing 
courses on the Atlantic coast and on the Pacific, dangers that would 
elude ordinar^^ care in. hydrographic research have been developed, 
and made known to navigators. The data, scientific and practical, 
gathered in all branches of this imxiortant service, and on record 
for future uses, and the experience of the officers employed, are now 
sought by the governmental and other commissions for determin
ing questions committed to them, whether in regard to boundaries, 
measures for the preservation of harbors, special structures subject to 
the action of tides and currents, or for increasing local facilities in 
navigation. Several routes suggested for an interoceanic ship canal 
have been traversed by officers of the survey, and one of them now 
acts as a member of the commission for devising means to imxirove the 
outlet of the Mississipxii river. 

In the prompt issue of charts with exact delineation of the shores, 
and of tables xiredicting the tides for each day of the year; the large 
and steadily increasing number of xioints xirecisely determined in lati
tude and longitude; and develoximent of the law of magnetic variation 
for the entire area of the United States, the survey well deserves the 
wide rexiute which its organization has hitherto maintained for public 
usefulness. 

That not one, even of the oldest States in the Union, has at this day 
a map of its surface sufficiently accurate for any other than xmrposes 
of travel, is now an inconvenience severeh^ felt, but is not matter of 
reproach as regards the .States or the General Government. 

Kingdoms, restricted in shore line, and scarcely equal to either of 
our States in area, but with resources comparativel}^ vast, enlisted 
their ablest scientific men years ago in such work, and now have maps 
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adequate for geological surveys, or for any pther economical require
ment. Our own Governnient, in haxixiy foresight of the xiresent needs, 

oprovided for an exact and continuous survey of the Atlantic, Gulf, and 
Pacific coasts of the United States, and that work, unrivalled in pre
cision by any other geodetic survey, is now far advanced. While in its 
Xirogress all requirements for commerce and navigation have been met, 
much has been incidentally done for the future interests of the interior. 
By connecting the surveys of harbors and tidal rivers, and proving 
their geographical relation precisely, the States of the Union are fur
nished, for their ultimate surveys, with a basis of accuracy not attain
able in any other feasible way. I t is evident that for such maps as 
to other nations have proved indispensable in their industrial progress, 
our States must found their final survey's on xioints well determined in 
their relation to the coast. All available nieans, therefore, are due for 
maintaining the xiresent scale and system of work in the survey of the 
coast, both in regard to its main x)urpose, and in order that the States 
may have collateral advantage in commencing their ultimate surveys. 
Many years must elapse before the States are able to complete their 
final maps, but the present need for them has been repeatedly brought 
to the notice of this Dexiartment. 

MARINE-HOSPITAL SERVICE. 

Although the rate of hospital dues was doubled b^' the marine-
hospital act of 1870, the average yearly collection of such dues has 
not yet been correspondingly increased, as compared with the average 
of the three years preceding the passage of that act. And this, not
withstanding there has been, since then, an increase of about fourteen 
and one-half xier cent, in American tonnage, exclusive of vessels 
engaged in the fisheries, and of thirty-six per cent, in the amount of 
hospital relief required. 

According to the most reliable data obtainable for the ascertainment 
. of the xiroxiortion of crew to tonnage, there are upwards of 157,500 

seamen emxiloyed on American vessels subject to hosxiital dues. As 
the actual xieriod of service in the merchant marine averages about 
nine months per annuni, there should have been, instead of $346,676, 
the amount received last year,- an aggregate of about $567,000, a sum 
amxily sufficient to make the service self-sustaining. 

An examination into the causes of this deficiency leads to the belief 
that it is largely due to defects in the mode of collecting the dues. 
The statute authorizes the master or owner of every vessel, subject to 
hosxiital dues, to retain out of the Avages of each of his crew, the sum 
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of forty cents xier month for each month of service, whi.ch sums he is 
required to j)^j to the collector of customs at certain specified times, 
accomxianied by a true statement of the number of men and the length 
of service of each man since last payment of hospital dues; and the 
Secretary of the Treasury is authorized, to direct the preparation of 
^^all needful regulations for the mode of collecting the samel" 

I t is claimed that these regulations, although modified in 1873, still 
entail, in the character of the hosxiital-dues return, an onerous amount 
of clerical labor on masters and owners, men. not accustomed to such 
work; that much of the information is useless, as for example, the rank 
and name of each seaman emxiloyed, the seaman's name being seldom 
satisfactory evidence of his identit}^, while upon the western rivers the 
return of the names is imxiracticable, the members of a crew often 
changing more than once on a single trixi; and, finally, that as there is 
no mode provided for verifying the account, there is every inducement 
to make loose and inaccurate returns. These defects are thought to 
be sufficient to account for the disxiarity between the sum actually 
received and that authorized to be retained from the seamen's wages, 
and, in consequence of which disxiarity, either the relief facilities must 
fall short of the requirements or the Government make good the 
deficiency 

A more direct and. efficient mode of collection would be, it is con
ceived, by assessing dues according to a schedule of the average num
ber of men required to safely navigate vessels of various sizes, rigs, 
ahd kinds of traffic. This assessment could be readily verified by the 
ship's xiapers, now required for other purposes. If Congress shall see 
fit to so modify the act, it is believed the returns may be much simpli
fied and the receipts correspondingly increased. 

The chief xioints of interest in the administration of this service, 
during the past year, are the continued reduction of the mortality 
rate and of the average stay in hospital, both fairly attributable 
to increased efficiency in the modes of suxiervision, resulting from 
greater experience. To these causes is due, also, the important 
economic result that a larger number of persons, admitted under more 
rigid inspection, have been furnished all necessary relief, at a less cost 
per man, and in the aggregate, to the Government, than in any xire
vious year. A statement of the operations of the service during the 
year, together with a comparative economic exhibit for a number of 
years, will be found in the accompanying rexiort of the Suxiervising 
Surgeon. 

At San Francisco the new pavilion hospital is rapidly approaching 
completion; aud, although the change from the site first selected may 
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make necessary some additional outlaj' to secure xiroxier drainage^ 
sewerage, &c., it is gratifying to know that the buildings will be com
pleted for the sum originally a-ppropriated—a sum not exceeding one-
seventh the average cost of the other hospitals of equal capacity now 
owned by the Government. Early in Sexitember last, the hosxiital at 
Pittsburg was vacated and turned over to the Supervising Architect 
for sale, in accordance with the act of June 22, 1874. The sale, how
ever, has not yet been effected, the highest price offered being con
sidered by the Department inadequate. The needs and condition of 
the other hospitals willbe found set forth in detail in the report of the 
Supervising Architect; but the attention of Congress is respectfully 
asked, in this connection, to the following considerations concerning 
the maintenance of hosxiitals exclusively for seamen: Except at some 
half dozen ports, there are at no time marine xiatients enough to 
warrant maintaining a hosxiital staff and establishment. As a result, 
the cost of relief in hosxiitals, maintained by the service at such xiorts, 
is about twenty per cent, higher than the general average cost. I t 
would be manifest economy to close all such hosxiitals and furnish 
relief through municipal or private agencies under the supervision of 
the service. This alternative, however, is not necessary. The hospitals 
owned by the Government are generally of such a character, and so 
eligibly located for general hospitals, that they may be advantageously 
leased for such purposes. I t is recommended, after mature considera
tion of the subject, and as a measure in the best interests of the ser
vice, that authority be given, by statute, to lease any United States 
marine hosxiital, xirovided the lessee shall furnish sufficient guaranty 
for the proxier care of the marine patients ofthe xiort where such hospital 
is located, under the supervision ofthe Department, and at a daily per 
caxiita cost not to exceed fifty xier cent, of the average daily per capita 
cost of the entire service for the year next preceding. 

STEAMBOAT-INSPECTION SERVICE. 

The rexiort of the Supervising Inspector General of Steamboats shows 
that the average annual loss of life by accident to steam-vessels during 
the four years preceding 1873, was 356, while for the year 1873 the loss 
was 222, being a decrease of over thirty-seven per cent., and the loss of 
ten lives only in 1873 resulted from explosions; the receipts from fees 
for inspection and license, during the last fiscal year, exceeded those 
of the years previous by $15,398 35, while the expenditures were only 
$192 25 in excess of those ofthe xirevious year; the excess of receipts 
over expenditures for the fiscal year was $52,38116. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1874



REPORT OF THE SECRETARY" OF THE TREASURY. .XLI 

TERRITORY OF ALASKA—THE SEAL ISLANDS. 

Under the xirovisions of the act of Axiril 22, 1874, authorizing the 
Secretary of the Treasury to axipoint a person qualified by experience 
and education to visit the trading stations and Indian villages in the 
territory of Alaska, seal islands, and the large islands in Behring Sea, 
to collect authentic information relating to.the varied interests of the 
Government in that territory and the adjacent regions, Mr. Henry W. 
Elliott was designated as a special agent for that purxiose. The report 
presented by him to the Department as the result of his labors contains 
a comprehensive statement of the character of the country; the con
dition of the natives; the x^Tcsent state of the seal and other fisheries; 
and the trade of the territor^^; with minute descriptions of the haunts 
and habits of the seal and other fur-bearing animals, as also many val
uable suggestions in regard to the management of the natives, the 
Xireservation of the seal fisheries, and the economical collection of the 
revenue. 

No more 'satisfactory exhibit of the condition of the territory and of 
its probable resources has hitherto been xiresented to the Dexiartment. 

The Government has derived an income from the tax on seal-skins 
and from the rent of the fur-seal islands, since the acquisition of the 
territory, as follows: 

Tax on seal-skins $1,150, 219 75 
Eent of fur-seal islands = 170, 480 75 
Sale of seal-skins taken by Government agents, under 

section 6, act July 1,1870 29, 529 17 

Making a total incomeof . . . . ' . 1,350,229 67 

THE LOUISVILLE AND PORTLAND CANAL. 

In pursuance of the direction contained in section 2 of the actof 
May 11, 1874, entitled^^ An act providing for the payment of the bonds 
of the Louisville and Portland Canal Company," Mr. E. W. Tayler, 
First Comiitroller of, the Treasury, was instructed to xiroceed to Louis
ville, Kentucky, to make the examination authorized by that section. 
His report, hereto appended, shows in what manner his instructions 
were carried out and the result of his examination. 
- I t was ascertained that the company was indebted to its treasurer in 
the sum of $307 81, which has since been paid. There are outstanding 
bonds of the company amounting to $1,172,000, bearing six x̂ er cent, 
interest, Iiayable semi-annually—January 1 and J u l y l in each year. 
These bonds will mature July, 1876, July, 1881, and July, 1886. No 
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other debts were found to exist against the company, nor in their favor 
from the directors, the trustees under the mortgage, or other persons. 
The five shares of stock held by the directors have been transferred to 
the United States, and the value thereof, including interest, amounting 
to $813 50, has been paid at the Treasury. Public notice was given to 
the holders of the bonds to present the coupons due July 1, 1874, at 
the office of the Assistant Treasurer in New York for payment, and, of 
the $35,160 due on that day, $34,920 have been xiaid. Coupons to the 
amount of $390, xiast due at that time, but not xireviouvsly presented, 
have since been x)aid at the Treasury. 

DEMAND FOR PAYMENT OF THE FIVE PER CENT. EARNINGS OF PACIFIC 

RAILROAD COMPANIES. 

By the sixth section of the act axixiroved July 1, 1862, to aid in the 
construction of the Pacific Eailroad, and subsequent legislation, the 
Central, Union, Central Branch of the Union, Sioux Cit}^ and Pacific, 
Kansas, and Western Pacific Eailroad Comxianies are required, from 
the date of the comxiletion of their several roads, to x>ay the United 
States five per centum of their annual net earnings. Congress, at its 
last session, by an act approved June 22, 1874, directed the Secretary 
of the Treasury to demand of the treasurer of each of said comxianies 
all sums due to the United States, and in default of payment for 
sixty days thereafter, to certify that fact to the Attorney General, who 
is required thereupon to institute such legal xiroceedings as may be 
found necessary to enforce xiayment thereof. 

The law, in the opinion of the Secretary, contemxilates that demands 
shall be made for specific sums based upon the net earnings of each 
road from its completion, and, for this purxiose, he has assumed that 
the completion in each case, in the absence of more definite informa
tion., dates from the issue of the last instalment of bonds bythe United 
States, under the act of July 1, 1862. 

The 20th section of this act required the companies to make annual 
reports to the Secretary of the Treasury, which, if made, would show 
their annual net earnings, but by subsiequent legislation they were 
directed to make this report to the Secretary of the Interior. They 
have not, however, as it appears, fully complied with this requirement. 

Upon correspondence with the Secretary of the Interior, it. is ascer^ 
tained that their reports were so imperfect as not to disclose the net 
earnings of the several companies. A demand was thereupon made 
b}^ the Interior Dexiartment uxion each of the comxianies for an imme
diate statement of its net earnings from a date specified to and includ
ing the xiresent year, but such reports have not been furnished. 
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Having delayed a reasonable time to give the companies an oxipor
tunity to furnish, the desired information, and failing to receive it, 
resort was had to such other means of information as were within 
reach, namely, to the annual rexiorts of the xiresidents of said com
xianies to stockholders, and such further statements relating to the fiscal 
affairs of the several comxianies as have from time to time been given to 
the general xiublic. Uxion information derived from these sources, esti
mates have been made approximating as nearl}^ as xiracticable,the net 
earnings of said companies respectively, and demands have been made 
for the payment of the amounts thus ascertained. Demand in writing 
has been served xiersonally uxion the treasurer of each comxiany. 

The agregate amount now due from all the companies upon the best 
data at hand, closely approximates three million dollars. 

Should payment not be niade within sixty days the matter will be 
reported to the Attorney General in conformity to the requirement of 
the act of June 22, 1874. 

REDEMPTION AGENCY FOR NATIONAL BANKS. 

If Congress shall deem it expedient to continue the xiresent system 
of redemption of national-bank notes, it is recommended that the num
ber and comxiensation of the employes in the division organized under 
the act of June 20, 1874, be fixed by law, and their appointment vested 
in the head of the Dexiartment, in accordance with the constitutional 
provision. 

BUREAU OF ENGRAVING AND PRINTING. 

Careful consideration of the manner of preparing the bonds, notes, 
and stamps issued by the United States, has led to the conclusion that 
the work can be more satisfactorily and safely done in the Treasury 
Department than elsewhere. The Bureau of Engraving and Printing 
is now supplied with the best machinery, which has been acquired at 
great cost, and the most skilful artists are emxiloyed by the Govern
ment without difficulty. The system of checks now in use in that 
bureau, together with the special xiaper heretofore adopted by the 
Dexiartment, furnish all xiroper and reasonable protection against 
duplication and other frauds. 

I t is, therefore, recommended that provision be made by law for 
Xireparing all securities, stamps, checks, drafts, &c., issued by the 
United States, in the Bureau of Engraving and Printing now attached 
to this Department, and that the cost thereof be regulated by law from 
time to time. 
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PUBLIC BUILDINGS. 

The report of the Suxiervising Architect shows the xiresent condition 
of the x^iiblic buildings under the charge of this Dexiartment. The 
demands upon *the time of the Secretaiy are such that he can give 
little attention to the progress of such buildings; so that, practically, 
the responsibility and duty of devising plans, making contracts, and 
suxierintending the construction and rexiairs of such buildings devolve 
upon the Supervising Architect. Careful revision of the acts hereto
fore passed authorizing the construction of public buildings', is recom
mended, with a view to curtailing the cost of some and suspending 
others, which, it is believed, may be done without detriment to the 
public service. By this means there can be effected a saving of con
siderable sums of money which, under existing axipropriations, will be 
exxiended during the current and ensuing fiscal years. Public build
ings, xilain and simxile in design, constructed of substantial and durable 
material, as nearly fire-xiroof as may be, and adaxited to the convenient 
and xiroxier transaction of the X3ublic business, should be xirovided at 
all places where they are requisite, from time to time, as the condition 
of the revenues may xiermit, but the present is not a favorable time 
for makin'g large approxiriations for this xiurpose, and much that is now 
contemxilated may be xiostponed without serious inconvenience.' 

CLAIMS FOR PROCEEDS OF COTTON. 

The fifth section of the act of May 18, 1872, directs the Secretary 
of the Treasury to ^£ij to the lawful owners or their legal representa
tives the net proceeds, actually paid into the Treasury, of all cotton 
seized after the 30th day of June, 1865, by the agents of the Govern
ment unlawfully and in violation of their instructions. 

The number of bales of cotton seized after that date, the proceeds 
of which reached the Treasury, was about 50,000, and the net proceeds 
thereof, averaging the same at $100 per bale, was $5,000,000. The 
number of claims filed under this act was 1,336; the whole number of 
bales claimed is 136,877, the net xiroceeds of which, at $100 per bale, 
would be $13,687,700. v It is well known that a large nuniber of persons 
from whom cotton was seized have made no claim whatever. Under 
these circumstances the magnitude of the aggregate of claims xiresented 
is worthy of attention. 

I13, collecting the cotton to which it was suxixiosed the Governnient 
was entitled, after June 30, 1865, various instructions were given from 
time to time by the Secretary of the Treasury to the agents of the 
Department, and in different forms as occasion for them arose. Some 
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of these were issued as general regulations apxiroved by^the President, 
some as circulars to general and supervising special agents to be by • 
them communicated to their subordinates, and, in a few cases of emer
gency, explanatory letters were sent by the Secretary to individual 
agents. These, however, were generally in harmony, and were usually 
communicated in writing, or orally, to all agents, so that their action 
might be uniform. 

Of the claims presented to the Department, 650 have been subinitted 
for decision, and acted on as follows: 
Eejected „ , 437 
Continued fbr further evidence and still under examination . . 188 
Allowed 25 

Of the aggregate nuniber of claims xiresented there remain, not yet 
fully prepared or submitted for final decision, 686. The claims allowed 
as aforesaid were for the proceeds of 1,346 bales, and the amount paid 
out on such claims is $133,018 27. 

The following table contains a suminary statement of the x^i'oceeds 
of captured and abandoned property covered into the Treasury, and 
claims that have been xiresented therefor under the several acts of 
Congress relating thereto, viz: 
Proceeds, of captured and abandoned property cov

ered into the Treasury.'. $20, 910, 656 44 
Awarded to claimants by Court of 

Claims under the act of March 12, 
1863 .' $9, 968, 950 35 

Paid to claimants by the Secretary of 
Treasury under the act of May 18, 
1872 133,018 27 

Paid on judgments against Treasury 
agents under theact of July 27,1868. 39,188 17 

Paid under various relief acts of Con
gress - ...• 198,665 91 

Disbursed for expenses under joint 
resolution of March 30, 1868 75, 000 00 

Total 10, 414, 822 70 

Which, deducted from the total amount received as 
above, leaves a balance of 10, 495, 833 74 

Against which the following claims have been 
presented: 

Amount claimed in suits brought in 
the Court of Claims prior to August 
20,1868 $16, 517, 703 58 

Amount claimed in cases in the Court 
of Claims brought subsequent to 
August 20, 1868 6,. 766, 374 89 
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Amount claimed in cases xiresented to 
the Treasury Dexiartment under the 
act of May 18,1872, (axixiroximate).$13,550, 000 00 

Total amount claimed $36, 834, 078 47 
Deducting from this sum the balance remaining as 

above 10,495, 833 74 

Leaves the aggregate amount of claims presented 
in excess of the total amount covered into the 
Treasury.. 26, 338, 244 73 

In exercising the authority given by the act of May 18, 1872, the 
Department has felt bound by the plain letter of that act to reject all 
claims where the seizure was not in violation of both the law and- the 
instructions. Doubtless hardshixi has resulted in some cases from this 
rule of decision; but the Secretary has not felt at liberty to depart 
from the letter of the statute in order to avoid hardships in xiarticular 
cases. 

In the consideration of these claims, complicated and difficult 
questions of law and fact are frequently encountered. The instructions 
of the Department to its agents required the seizure of all cotton found 
on the Confederate cotton lists as proxierty of the rebel government. 
These lists include considerable amounts of cotton which, it is claimed, 
the owners did not sell to the so-called Confederate States, as well as 
some which it is averred was sold under duress; some by xiersons 
claiming to be agents for the OAvners, but whose agency is denied; and, 
in still other cases, it is claimed that the sales are void because made 
by fiduciaries without requisite authority, and in violation of State 
statutes. In disposing of these questions the Department necessarily 
acts in most instances on ex parte xiroofs, which are often most unsat
isfactory, even where made with no purpose to defraud. 

I t is submitted for the consideration of Congress that the Treasury 
Department is not a suitable tribunal for the ultimate decision of such 
questions. They belong more properly to the courts, which are armed 
with power to ascertain the truth, -and are bettfer organized for this 
Xiurx"̂ ose than an Executive Department of the Government. 

REPORTS OF BUREAU OFFICERS. 

Herewith are transmitted the reports of the different bureau officers, 
viz: Firs> and Second Comptrollers, the Commissioner of Internal 
Eevenue, the Comptroller of the Currency, the Commissioner of Cus
toms, the First, Second, Third, Fourth, and Fifth Auditors, and the 
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Auditor of the Treasury for the Post Office Department, the Treasurer, 
the Eegister, the Director of the Mint, the Chief of the Bureau of 
Statistics, the Solicitor of the Treasury, the Superintendent of the 
Coast Survey, the Light-house Board, and the Suxiervising Architect, 
which are referred to as furnishing information in detail of the 
business of the Department. 

B. H. BEISTOW, 
Secretary of the Treasury, 

The Honorable JAMES G. BLAINE, 

Spealcer of tlie House of Representatives, 
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