
4 REPORT ON THE EINANCES. 

effect a real revision of the expenditures of the Government, it must 
be a general revision, both of those appropriations which have their 
initiative in the executive departments and of those that have their 
initiative in the Congress. 

THE EQUIVALENT OF A BUDGET. 

The absence of anything like a budget in our Government has 
undoubtedly led to a great deal of extravagant approjpriation. 
Originally, no doubt, it was contemplated that a budget should.be 
presented by the Secretary of the Treasury. And Alexander Hamil
ton began in that way. But the complete plan of a budget was never 
fully realized, could not have lasted, and can not now be instituted. 
The elements of financial responsibility of such a system as the 
English have all been present, but the separation between the execu
tive and legislative branches has prevented these elements from get
ting together. And, unfortunately, the responsibility for the adjust
ment of revenues and appropriations instead of drifting toward an 
efficient system of legislative and executive cooperation, devised as 
best it could be in our form of government, has drifted always to
ward an elimination of the responsibility of the executive branch. 
I t finally came to the point where the executive had little or nothing 
to say about the revenues, and where the executive estimates of 
expenditures were constructed more or less for trading purposes with 
the appropriation committees. On the other hand, the Congress, 
into whose hands the control so largely came, was obliged to meet 
these economic and business responsibilities with an organization 
that made revenue questions necessarily political and partisan, and 
which turned over the separate appropriation bills to a series of un
related committees which were obliged to deal with them in singular 
isolation. In neither house of Congress was there a corelation or 
cooperation of these committees. 

In this way the Government arrived at the farthest extreme from 
a responsible budget. The demand for something better has un
doubtedly arisen, and has already taken form in a marked attempt 
on the part of the Congress to organize these important responsi
bilities. In March last there was incorporated in the sundry civil 
appropriation bill the following provision: 

Immediately upon the receipt of the regular annual estimates of appropria
tions needed for the various branches of the Government it shall be the duty 
of the Secretary of the Treasury to estimate as nearly as may be the revenues 
of the Government for the ensuing fiscal year, and if the estimates for appro
priations, including the estimated amount necessary to meet all continuing and 
permanent appropriations, shall exceed the estimated revenues, the Secretary 
of the Treasury shall transmit the estimates to Congress as heretofore required 
by law and at once transmit a detailed statement of all of said estimates to 
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the President, to the end that he may, in giving Congress information of the 
state of the Union and in recommending to their consideration such measures 
as he may judge necessary, advise the Congress how, in his judgment, the 
estimated, appropriations could with least injury to the public service be 
reduced so as to bring the appropriations within the estimated revenues, or, if 
such reductions be not in his judgment practicable without undue injury to 
the public service, that he may recommend to Congress such loans or new 
taxes as may be necessary to cover the deficiency. 

Then followed the announcement of the President favoring a reduc
tion in appropriations and an earlier and more thorough considera
tion of the estimates by the heads of the departments. It was de
termined that instead of the former system, by which each member 
of the Cabinet had sent his own department estimates to the Congress 
without any common consideration of all the estimates by the whole 
Cabinet, the estimates of all the departments should be reported to 
the President and the Cabinet and be considered by them with a view 
to a relationship to the expected revenues. This was a decided step 
towards a more rational dealing with these great questions. 

Then came the action of the Senate appointing a Committee on 
Expenditures, including the chairmen of the separate committees 
having charge of appropriation bills, with a view of binding together 
the work of these committees, and of having it all passed upon 
together and in common, thus tending toward making the appro
priations of Congress one appropriation instead of many. All of 
this^ is the beginning of an organization of the fiscal responsibilities 
of the executive and legislative branches of the Government. These 
beginnings should be, and I believe will be, conserved and developed. 

It is too early to say what final form this reorganization of the 
fiscal responsibilities will take, but it is fair to hope that there will be 
constant progress away frpm the extreme disorganization of the past. 
Even if our country is rich it can not afford to be wholly unscientific 
in its appropriations. 
. , . BONDS. 

I respectfully recommend that the tax on bank circulation, secured 
by United States bonds hereafter deposited, be continued at the rate 
of one-half of 1 per cent per annum for circulation based on 2 per 
cent bonds, but that the tax on circulation secured by United States 
bonds hereafter deposited bearing rates of interest higher than 2 
per cent shall be increased in exact proportion to the increase of the 
rate of interest above 2 per cent. So that, for example, the tax on 
circulation secured by 2^ per cent bonds would be 1 per cent per 
annum, by 3 per cent bonds 1^ per cent per annum, and so on, it 
being understood that the tax on circulation secured by existing bonds 
bearing 3 or 4 per cent interest, and now on deposit to secure circu
lation, would not be affected. 
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