
MESSAGE.

Under the Constitution, the power to control the purse is given to 
the Congress. But the same paragraph which makes it the duty o f 
the Congress to determine what expenditures shall be authorized 
also requires of the administration the submission of " a regular 
statement and account of the receipts and expenditures"—i. e., an 
account o f stewardship. The Constitution also prescribes that the 
President shall " from time to time give to the Congress informa
tion of the state of the Union and recommend to their consideration 
such measures as he shall judge necessary and expedient." Pursuant 
to these constitutional requirements I am submitting for your con
sideration a concise statement of 6nancial conditions and results as 
an account of stewardship as well as certain proposals with estimates 
of revenues and expenditures in the form of a budget.

THE BUDGET AS A MEANS FOR LOCATING RESPONSIBILITY.

The fact that ours is the only great Nation whose Government is 
doing business without a budget has not been a dominant reason for 
departure from 123 years of precedent. Such procedure is based on 
common experience and common sense. It is supported by the best 
judgment and experience that has obtained in the management o f 
corporate bodies, both public and private. While oiRcers of private 
corporations are not ordinarily limited by law in such manner as to 
make it necessary for them to act under formal appropriations, it 
is the ordinary method of transacting business to have the president 
of a corporation lay before its board at its annual meeting a report 
which is also made available to all persons who may be interested; 
it is common experience for the president, as the responsible head 
of the executive branch, to set forth what has been done during the 
past year and what it is proposed that the corporation shall do dur
ing the next year; it is common experience for the president as the 
head of the administration to accompany his proposals with esti
mates; it is common experience for the president as the head of the 
executive branch to submit with such estimates recommendations as 
to how proposed expenditures shall be financed.

5
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6 MESSAGE OF T ^ E  PRESIDENT

In a Government such as ours, in which the legislative branch is 
made up of some 500 members, it is not to be assumed that each mem
ber or any committee of such a body is familiar with the many 
details which go to make up the public business. The increasing 
need for an Executive account of stewardship is apparent. The 
President is the constitutional head of an organization that is con
tinental in the scope of its operations. Executive ofBcers under him 
for whom he is responsible must manage and direct the details of 
hundreds of essentially different businesses that are highly complex 
and technical in their requirements. These oiRcers must be held 
accountable for eiRciency as managers; they must be held accountable 
for economy in the expenditure of public funds; they must be made 
to feel responsible for the fidelity of employees who are charged 
with money transactions aggregating more than $5,000,000,000 each 
year, or $16,000,000 each business day, of which vast amount nearly 
$2,000,000,000 are in the nature of receipts and disbursements for 
current expenditures of the Government, while about $3,000,000,000 
are in the nature of trust receipts and disbursements, including cur
rency trusts, Indian trusts, and other sacred obligations of the Gov
ernment that have been undertaken by the Government for the wel
fare of those who have been designated as legal beneficiaries.

The recommendation of such measures as may be thought to be 
necessary and expedient and requests for support, in the form of 
estimates of future expenditures^ should be premised on a knowledge 
of service needs. The needs of the service can only be known to those 
who are in charge of administrative detail. Representation of what 
has been done as well as what should be undertaken in the future 
must come from those who are acquainted with technical require
ments. A sense of proportion, however, can come only from those who 
must assume responsibility for the administration as a whole. In 
the discharge of his duties the President has submitted annual reviews 
of the conditions affecting the national welfare and also many special 
recommendations for legislation; but the Chief Executive has never 
undertaken to lay before the Congress the facts necessary to the 
determination of questions of policy pertaining to that phase of pub
lic business which is his special responsibility, namely, the carrying 
on of the work of the Government during the succeeding year.

ADVANTAGES TO CONGRESS OF A BUDGET.

The advantage to the Congress of having placed before it a definite 
statement and proposal, one which is submitted by the responsi
ble head of the administration, must also be apparent. Such a 
statement will greatly facilitate the adoption of a procedure whereby 
the deliberating branch of the Government may determine the gross 
amount to be appropriated in advance of decision as to what amount
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SUBMITTING A BUDGET FOB CONSIDERATION OF CONGRESS. 7

shall be allowed for each detail of the Government's business, rather 
than leave the relations of income and outgo to be computed after 
action has been taken on the many matters which are brought before 
the Congress for determination. *

THE NEED FOR KNOWLEDGE OF DETAIL AS WELL AS FOR PERSPECTIVE.

Size and complexity of the problem make it necessary for otRcers 
to have the advantage of seeing the business of the Government in 
perspective. But judgment with respect to the requirements of 
particular services requires that exact information be made available 
for the consideration of detail. This budget is submitted therefore 
not only as an instrument through which a perspective may be 
gained, but as an index through which Members of Congress and 
the public may obtain ready reference to supporting reports and 
detailed records of account.

The need for such an index through which exact information may 
be obtained as a basis for judgment about problems of public business 
is evident to one familiar with the governmental problems.

The highly complex and technical character of questions that must 
be decided by executive heads of departments is suggested by the com
plexity of departmental organization. In the Department of the Navy, 
for example, there* exist at present 34 navy yards and stations, 81 
naval coaling plants, 43 naval wireless stations, 12 naval magazines, 
14 purchasing, pay, and disbursing ofRces, 9 inspection districts, 16 
hydrographic oiRces, 20 hospitals, 20 dispensaries, 14 naval schools, 
8 schools for the Marine Corps, 7 naval medical schools, 4 naval 
training stations, 18 target ranges (naval), 1 target range and per
manent camp of instruction for the Marine Corps, 3 medical supply 
depots, 18 recruiting stations, 48 marine posts and stations, and a 
Naval Militia, besides the Fleet which is the actual Rghting machine 
of this branch of the military establishment. More concretely, the 
administrative requirements may be shown by reference to a single 
station such as the proving grounds at Indianhead. Here, under 
the jurisdiction of the senior assistant, are a police force, ofRce build
ings and grounds, living quarters, a water-supply system, boats and 
wharves, a railroad, a power plant, a carpenter shop, an electrical 
shop, a tin shop, a repair and pipe-6tting shop, and a storehouse ; 
and under the jurisdiction of an oiRcer known as the powder expert 
is a chemical laboratory, a sulphuric-acid factory, ether factory, 
dry house, boiling tubs, dehydrating house, an intensifier house, a 
solvent recovery house, a rewording house, a nitric-acid factory, a 
poaching and pulping house, a mixing house, a press house, a blend
ing and packing house, a powder factory and magazines, a signal 
house, a rocket house, and a storehouse. These may be taken as
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8 MESSAGE OF THE PRESIDENT

illustrative of the character of administrative attention required in 
directing and controlling the activities of one of the many institu- 
tiona] subdivisions of one department of the Government.

THE LACK OF ACCURATE AND PROMPT INFORMATION.

Noth withstanding the breadth and scope of the many sided busi
ness which is transacted by the Government, legislative and execu
tive ofBcers have been required to make decisions without having be
fore them the essential facts. Inadequate organization is provided 
for the assembling and classifying of information needed by the 
Executive as a means of making available to Congress and the country 
a carefully prepared statement about what has been done and what 
are the Government's future needs. Lack of adequate information 
about what the administration is doing has led Congress to make 
over 100 special investigations of the executive branch, within 
as many years, besides the inquiries that have been conducted by 
its standing committees. Like dif&culty has been experienced by 
the Chief Executive. His effort to obtain information as a basis 
for Executive action and for concrete recommendation has not infre
quently resulted in failure. Illustration of the difficulties experi
enced both by the Congress and the President is found in the fact 
that it was necessary to institute a special inquiry.for the purpose of 
obtaining each of the several classes of data submitted with this 
budget. The disadvantages under which officers labor when forced 
to rely on special investigation for information that should be regu
larly produced and made available is shown by the fact that instead 
of having the information at hand at or near the close of the fiscal 
year, the President and his Cabinet were required to wait months 
before, even in crude and uncertain form, the ordinary business 
statements such as a balance sheet, an operation account, and a sur
plus account for the Government could be produced and summaries 
of revenues and expenditures could be made which would serve as a 
guide to future financial policy.

GOVERNMENT WITHOUT A PLAN OR PROGRAM.

Not only have we been without adequate information but, as a 
result of this and other causes, the Government, with its multiplied 
activities and with expenditures that within the last 123 years have 
mounted up from less than three millions to more than one thousand 
million dollars each year, may be said to be without a plan or 
program.

Although we are annually spending $400,000,000 for military pur
poses, including pensions, we have never had a comprehensive 
or consistent military policy. Nor have we as a Nation had any 
plan for developing the many services which have been created to 
provide for the economic and social welfare. Bureau after bureau,
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service after service, has been organized, but neither the executive 
branch nor the Congress has been consciously working to a consistent, 
well-defined purpose.

Not only have we not had a definite program for determining each 
year what welfare work should be undertaken, or what should be the 
next step in promoting or conserving economic and social interests, 
but there has been the same lack of program in regard to our national 
finances and proposed expenditures.

A DEFICIT TO BE FACED.

In December last a condition arose which made it my duty under 
the statute of March 4, 1909, to submit to Congress definite recom
mendations either for decreasing the estimates for appropriations or 
for increasing the revenue. The Secretary of the Treasury in his 
annual report, which was submitted concurrently with the Book of 
Estimates, said:

The estimates of appropriations for ordinary purposes for 1914 are $22,556,- 
023.03 in excess of the estimated revenues. The estimated expenditures for the 
Panama Canal are $30,174,432.11; and if these expenditures should be paid 
from the general fund instead of from sales of bonds, the total estimates of 
appropriations for 1914 are $52,730,455.14 in excess of the estimated receipts.

Anticipating that such a situation might follow the legislation of 
last session calling for largely increased expenditures without pro
viding for a corresponding increase in revenue, and at the same time 
seeking, so far as practicable, to develop methods of accounting and 
reporting adequate to inform the Congress and the Executive, and 
to enable them to plan intelligently for the future, on July 10 last I 
issued a request to the head of each of the departments and other 
Government establishments to depute some ofHcer whose duty it 
would be to see that the estimates and summaries of estimates for 
the Rscal year ending June 30, 1914, were prepared in accordance 
with the recommendations contained in my message to Congress on 
June 27 last; that is to say, the head of each department and each 
independent establishment was directed, in addition to those estimates 
which are included in the Book of Estimates for appropriations as 
now required by statute and as sent to Congress, also to make 
return to the ofRce of the Chief Executive of estimates of the actual 
expenditures for the same fiscal year, whether derived from old ap
propriations, proposed appropriations, or deficiency appropriations.

THE BUDGET SUBMITTED.

My instruction, therefore, to the Secretary of the Treasury was—
to print and send without delay to Congress the forms of estimates required by 
it of ofHcers; also to have sent to me the information asked for * * *. This

SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 9
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1 0 MESSAGE OF THE PRESIDENT

will be made the basis for review, revision, and summary statement in the 
form of a budget with supporting documents which may be sent to Congress 
by special message as the proposal of the administration.

Conformably to this request the financial statements and the analy
ses and summaries of revenues and expenditures were prepared 
which are attached. The lateness of their submission to me has made 
it impossible to get them before you at the beginning of the present 
session, but their signiBcance is so great that I am now submitting 
them for your information.

OUTLINE OF THE BUDGET SUBMITTED.

The budget, which is transmitted herewith, carries the following 
summaries:

1. Summaries submitted as a basis for considering the present
and also the prospective fiscal condition:

A#, i . Comparative current balance sheet, 
showing the fiscal condition of the Government as of June 
30,1911, and June 30,1912.

^ 0. %. Fund statement, showing the con
dition of the general fund and of other funds and appro
priations as of June 30, 1912.

TV#. Comparative account of operations, 
showing the revenues and expenditures of the Government 
for the fiscal years 1911 and 1912, and the estimated reve
nues and expenditures for 1913 and 1914, with the resulting 
annual surplus or deficit.

Treasury surplus account, showing 
the cumulated deficits as of June 30,1911, and June 30, 1912, 
and the estimated deRcits June 30, 1913, and June 30, 1914.

2. Summaries submitted as a basis for considering revenues and
expenditures in relation to questions of Government policy:

a. Summaries of revenues:
TV#. J. Comparative statement of 

revenues for the fiscal years 1910, 1911, and 1912, 
classified by sources and statutory authorities, with 
the estimates of the Secretary of the Treasury for 
1913 and 1914.

TVo. 6*. Comparative statement of. 
revenues for the fiscal years 1911 and 1912, classified 
by organization units.

b. General summaries of expenditures:
7V#. 7. Comparative summary of 

estimated and actual expenditures of Government 
funds, classified by organization units.
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SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 1 1

Summaries submitted as a basis for considering revenues and 
expenditures, etc.—Continued.

b. General summaries of expenditures—Continued.
TV#. & Comparative summary of es

timated and actual expenditures of Government 
funds, classified by functions or classes of work.

P. Comparative summary of es
timated and actual expenditures of Government 
funds, classified by character of expenditures, i. e., 
to show current expenses and fixed charges as distin
guished from capital outlays and debt payments.

7V#. iO. Comparative summary of es
timated and actual expenditures of Government 
funds, classified by acts of appropriation.

TV#. 77. Comparative summary of es
timated and actual expenditures of trust and private 
funds, classified by organization units and acts of 
appropriation.

c. Analyses of expenditures to show relations between organi
zation units, functions, character of expenditures, and 
acts of appropriation:

TV#. 7%7. Comparative analysis of es
timated and actual expenditures of Government 
funds for each organization unit, classified by acts of 
appropriation.

TV#, 7 .̂ Comparative analysis of es
timated and actual expenditures of Government 
funds for each organization unit, classiHed by func
tions.

TV#. 7 .̂ Comparative analysis of es
timated and actual expenditures of Government 
funds for each organization unit, classified by char
acter of expenditure.

TV#. 7J. Comparative analysis of es
timated and actual expenditures of Government 
funds for each function, classified by organization 
units.

d. Analyses of expenditures to show objects:
A"#. 76?. Summary of results of gov

ernmental contracting and purchasing relations.
A summary of proposed changes of law—setting forth what 

legislation it is thought should be enacted in order to enable 
the administration to transact public business with greater 
economy and efficiency.
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1 2 MESSAGE OF THE PRESIDENT

THE PROBLEM OF FINANCING GOVERNMENT NEEDS,

Any business forecast must proceed from a statement of present 
condition. The purpose of the first four of these summaries is not 
only to bring before the Congress information, but also to show the 
result of estimated revenues and expenditures, if authorized.

THE CONDITION OF THE TREASURY JUNE 30, 1912 (STATEMENT NO. l ) .

More concretely, the purpose of the first budget statement is to show 
the condition of the Treasury as of the beginning of the current fiscal 
period, and also to give information with respect to the amount of 
the cash in the Treasury which is available for general governmental 
purposes. The Treasury is both the agent of the Government for 
providing money with which to meet its obligations and the guardian 
o f very large trust funds upon which our currency system rests, 
as well as the depository for other cash that can not be utilized in 
meeting ordinary obligations. The balance of cash in the Treasury 
and subtreasuries as of June 30 last was $1,872,964,358.26. Of this 
amount $1,674,535,369 was held in trust for the protection of currency 
obligations, leaving a balance of $198,428,989.26 cash for other pur
poses. To this amount is to be added $65,486,517.33, representing 
balances in banks, subject to draft of the Treasurer and other fis
cal ofBcers, and cash in transit, making a cash total, other than for 
trust funds to secure currency obligations, of $263,915,506.59. As 
against this, however, it is necessary to reserve $96,763,027.60, repre
senting disbursing officers' balances, the national banks' 5 per cent 
fund, etc. This leaves a cash balance of $167,152,478.99 available for 
current operations. In addition to the reserves above described 
there are outstanding current liabilities reported amounting to 
$21,,431,236.56. As against these liabilities, however, disbursing ofR- 
cers were carrying balances amounting to $60,461,012.48, leaving a 
net cash balance available for general-fund purposes of $206,182,254.91. 
if  sinking-fund obligations are entirely ignored.

I f  the provisions of law with respect to providing a fund for the 
purpose of sinking the national debt were deemed binding, then a re
adjustment of the Treasury statement of available cash balances would 
be necessary. Taking into consideration the fact that during the 
period from 1870 to 1890 bonds were retired from surplus revenues 
far in excess of sinking-fund requirements, and during the period? 
from 1890 to date payment of the bonded debt has been halted from 
considerations of public policy—the issues being used as security 
for bank-note circulation—I am recommending that the sinking- 
fund law be amended, as hereinafter stated.

The sinking-fund act should either be repealed or be superseded 
by a law whose provisions are clear and possible of enforcement.
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SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 1 3

The sinking fund was established by the act of February 25, 1862; 
amended by the act of July 14, 1870; and later carried into the 
Revised Statutes as sections 3688, 3C89, 3694, 3695, 3696, and 3697.

Prior to the Civil War period our Government had not provided 
for a methodical accumulation of a fund to be applied to the redemp
tion of the public debt. No attempt was made to apportion equitably 
over a term of years the repayment of money borrowed to meet 
extraordinary demands.

The first act designed to create a sinking fund was passed during 
the Civil War as a means of buttressing the public credit. It re
quired the payment of customs duties in gold or in demand notes 
made by law receivable for public dues, and provided that so much 
thereof as was necessary should be applied to the payment of the 
interest on the public debt, and that in each fiscal year a fund should 
be set apart for the purchase or payment of 1 per cent of the entire 
debt. The residue of customs receipts was to be paid into the 
Treasury.

When the law was passed the Government was a borrower and the 
public debt was rapidly increasing. Secretary Chase reported that 
he was unable to create a sinking fund. In March, 1864, a con
siderable amount of gold had accumulated in the Treasury. Gold 
was then selling in New York around 160. Congress sought to deal 
with the situation by passing a joint resolution authorizing the Secre
tary of the Treasury to sell any gold not necessary for the payment 
of interest on the public debt. Subsequently it was held that this 
resolution was inconsistent with the law of 1862, which required that 
in addition to the payment of the interest a sum equal to 1 per cent 
of the total debt should annually be set apart for debt reduction.

Secretary McCulloch reported to the Congress in 1867 that no 
special fund had ever been actually set apart in pursuance of the 
act. Continuously since then the law has been consciously and openly 
evaded. The fund has had a legal existence, but the legal require
ments have merely been shown on the books. Notwithstanding this, 
the public debt has been reduced with amazing rapidity, for from 
time to time the annual surpluses have been applied to this purpose, 
and we have retired bonds since 1862 considerably in excess of the 
requirements of the law. On February 1, 1911, Secretary MacVeagh 
reported that we had paid off bonded debt amounting to $280,000,000 
more than the calculated requirements of the sinking fund. But a 
part of this was accomplished through refunding operations. Be
cause of the lax enforcement of the law and contradictory and con
fusing interpretations which have been placed upon it and because 
its provisions could not be enforced except in periods of surplus 
revenue it was proposed by Secretary MacVeagh to permit the use 
of surplus moneys for the redemption of the public debt.
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1 4 MESSAGE OF THE PRESIDENT

A true sinking fund postulates an excess of revenue over current 
expenses. It is the simple truth that such excess of revenue over 
expenditure is the only real fund by which the public debt may be 
sunk. The object of a sinking fund is to reduce and gradually to dis
charge debt. In times of actual loss in current fiscal operations any 
scheme to reduce the aggregate liabilities is illusory and fictitious. 
It is because of this that when war is declared in which the British 
Government is involved one of the first steps taken by that Govern
ment is to suspend the sinking fund. One expert has said that the 
extinction of a small amount of debt with one hand while creating 
a large amount with the other is not ̂ practical; in fact, it is wasteful 
and a sham.

While we have kept the faith with our creditors and discharged 
our obligations promptly, our methods have been haphazard and our 
sinking fund act has become a dead letter. It should be revised at a 
time like this, when the state of our finances is normal, and revised 
on a basis that will compel the respect of administrative officers. I 
shall take this matter up again in considering the method of meeting 
the deficit.

THE CONDITION OF THE GENERAL FUND (STATEMENT NO. 2 ) .

The purpose of the second budget statement is to show the condi
tion of funds and appropriations as of June 80, 1912. Carrying into 
the general-fund account the cash deficiency which would result from 
including the sinking-fund requirement in the statement as a reserve, 
as shown by budget statement just described, and setting up as a 
resource the net amount that has been advanced on account of the 
Panama Canal ($137,897,497.28), taking into account also the balance 
of appropriations which had not been expended and under which 
vouchers may be drawn for payment by the Treasury ($257,828,- 
802.45), the condition of the general fund as of June 30 last is shown; 
that is, before the appropriations of the current fiscal year became op
erative the general fund was in the condition of having been over
appropriated to the extent of $722,586,550.26. Leaving out of consid
eration entirely the sinking-fund requirements, however—in other 
words, ignoring altogether the appropriations which have been made 
by Congress for sinking-fund purposes—the statement would show 
an excess of general-fund resources over general-fund appropria
tions outstanding amounting to $86,751,449.74. But even this balance 
is to be accepted with a very serious qualification, for the statement 
further shows that in addition to the appropriations that had al
ready been authorized, and which, therefore, would operate as 
charges against the general fund, there were other authorizations 
to undertake work, for which necessary appropriations had not been 
provided, amounting to $256,547,150.45. In other words, from the 
reports, incomplete as they are, which have been made by departments,
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it appears that uncompleted work has been authorized in excess 
o f $718,000,000, for which only about 60 per cent of the neces
sary amount had been appropriated. As against these authoriza
tions contracts had actually been entered into, the amount of which 
could not be ascertained within the time available for the preparation 
of this statement. Assuming the correctness of the Rgures given— 
and they are taken upon report, without verification, as the best in
formation which could be obtained within the time available and 
without taking into consideration the appropriations for this year, 
it appears that Congress had prior to the beginning of the current 
fiscal year already mortgaged the future of the general fund to the 
extent of $169,795,700.71 over and above all sinking-fund require
ments.

THE RELATION BETWEEN REVENUES AND EXPENDITURES (STATEMENT
NO. 3 ) .

The most notable fact about Government revenues and expendi
tures of the past is that we have had very little accurate information 
about them. What have been called " revenues " were receipts, and 
in this class have been commingled amounts realized from sales, 
trust funds, and refunds. What have been called "expenditures" 
have been either advances from the Treasury to disbursing ofBcers, 
or disbursements, and in them not only have trust payments been 
commingled with those in liquidation of ordinary governmental lia
bilities, but no effort has been made to distinguish current expenses 
from capital outlays. What is quite as serious, from the viewpoint of 
both of the purposes served by these data—in the making of future 
plans and for guidance in administration—is that there is no present 
means for knowing whether all the revenues and expenditures have 
been included in the totals given, due to the fact that there are no 
true revenue or expense accounts kept and that certain appropria
tions are reimbursable from revenues. When seeking to obtain in
formation from appropriation accounts many of the reimbursable 
items have been lost sight of, expenditures being shown as net. The 
amount of receipts reimbursable to appropriations, as reported for 
the last fiscal year by departments in answer to special requests for 
this information, is in excess of $32,000,000. The unsatisfactory 
character of the information which has been made available in the 
past is also shown by the difference in the prospective Treasury con
dition as deduced on the one hand from totals shown by the Treasury 
statement for the year 1913 and the congressional Book of Esti
mates for 1914 and, on the other, as deduced from the total estimated 
expenditures for the years 1913 and 1914 that hafe been sent by the 
executive departments and establishments by my order to the Execu
tive OfHce for use in the preparation of this budget. The esti
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1 6 MESSAGE OF THE PRESIDENT

mated and actual revenues and expenditures for the four years, as 
shown by the statements which are transmitted herewith, by totals, 
are as follows:

1914 1913 1912 1911

Revenues $970,471,000

1,049,355,577

$950,395,480

1,006,414,753

$916,540,895

912,432,365

$915,983,134

888,702,956

Estimated and actual expenditures of Gov
ernment funds (other than debt redemp
tions and sinking-fund requirements).. . . . .

4,108,530 27,280,178
Excess of expenditures........................................ 78,884,577 56,019,273

Principal of public debt:
Receipts from the sale of bonds—

Panama Canal loan............................... 33,189,104
459,280

18,102,170

National bank note fund—excess of re-
5,255,715

Total proceeds of bond sales and excess 
of ̂ national bank note receipts over

33.643.384 23.367. M S

National bank note fund—excess of re-
8,449,346

120,616

60,050,433

246,496

59,929,038
Sinking-fund requirements in excess of

60,685,000 60,650,000

Total public debt redemptions and re-
60,085,000 60,650,000 68,620,395 60,175,534

Excess of public debt redemptions and re-
60,685,000 60,6%),090 34,972,011 36,817,649

Net expenditures of trust and private
4,223,403 1,569,090 7,571,463 ) 5,882,614

t

The foregoing indicates a deficiency for the year 1914 of more than 
$83,000,000 (ordinary $78,884,577 and trust $4,228,403) besides sink
ing-fund requirements, or $143,000,000 if the sinking-fund require
ments be included. This statement also indicates a deficiency for the 
year 1913 amounting to $57,000,000 (ordinary $56,019,273 and trust 
$1,569,090), a total deficiency for the two years of $140,000,000, ignor
ing sinking-fund requirements.

This $140,000,000 would be reduced by issuing bonds to meet the 
probable expenditures for the Panama Canal, amounting to $85,- 
000,000, to a deficiency for the two years of $55,000,000.

As has already been said, the Secretary of the Treasury in his an
nual report submitted to Congress in December last, estimated a reve
nue deficiency of $22,000,000 for the fiscal year 1914. This was on the 
following most favorable assumptions, namely, that ignoring the 
sinking fund, expenditures would exactly equal the amount shown in 
the Book of Estimates, and that bonds would be issued for the full 
amount of the Panama Canal expenditures during the next fiscal 
year. The Secretary of the Treasury, on the same assumptions, 
estimated a deficiency for the current year (1913) amounting to 
$1,800,000, except that he included Panama Canal expenditures as a 
charge against the general fund. Altogether, therefore, for the cur
rent and ensuing fiscal years he estimates a deficiency of $23,800,000,
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or in case all Panama expenditures are charged against the general 
fund the amount of the estimated deficiency for the two years would 
be $53,800,000.

In making the foregoing estimates, however, the Secretary of the 
Treasury did not take into account a prospective excess of pension 
requirements under the new law over appropriations for 1913 
amounting to $20,000,000, for $15,000,000 of which a deficiency esti
mate has already been submitted, to meet the demands on the 
Treasury for claims examined, without taking into consideration the 
accruals on claims which will not have been examined before July 1, 
1913; nor did he take into account a probable deficiency in the pen
sion estimate for the fiscal year 1914 of not less than $10,000,000; 
furthermore, in his estimated deficiency for 1914, no account was 
taken of the emergency and regular deficiency bills that are custom
arily introduced, estimates for which for 1913 have already reached 
$3,300,000 (exclusive of the pension deficiency above referred to) 
and which for 1912 amounted to $9,700,000. Subsequent to the 
making of the estimate by the Secretary of the Treasury there have 
also been filed supplementary estimates for appropriations which 
amount to $6,600,000, chiefly to cover additional public buildings 
and other local works, requested for the most part by committees of 
Congress. Assuming that there will be increased demands for cash 
corresponding to these estimates, the prospective deficiency would be 
increased $39,900,000. As the estimate submitted by the Secretary 
of the Treasury and that prepared from the data sent to the Execu
tive OfRce for the budget are on an entirely different basis, they are 
stated below in such manner that they may be compared.

SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 1 7

Fs%tm%%e% decreases m c%s&, o% ojf report of ?%e /Secret r%/ o / Tr6%SMr%/, 
from J%%e 30, %o TMM&wgr aMowcmces /or (%e/?c%enc%es
s%pp%eme%%a% es%tm%%es.

Amounts. Cumulated
totals.

Excess of revenues over expenditures for fiscal year 1913, exclusive of
$40,200,000

22,000,000
Excess of expenditures over revenues for fiscal year 1914, after deducting

Surplus as per Secretary's estimates in case canal bonds are issued for both
i $18,200,000

Estimated requirements for Panama Canal:
For 1913.................................................................................................................. 42.000.000

30.000.000
23.800.000
53.800.000For 1914.............................................................................................. ^ ................

Estimated deficiencies and supplementary estimates not included in Book 
of Estimates:

20,000,000
10,000,000
3.300.000
6.600.000

For pensions_1914

Total not included in Book of Estimates 39,900,000
21,700 000 
93,700,000

H. Doc. 1435, 62-3— —2
i Surplus.
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1 8 MESSAGE OF THE PRESIDENT

%ecre%se# ^  o^ &%s%s o / repo/^  ô Prestdewf, /row  Jtme 
%o 30, %??OM?%%ces /o r  (%e^cte^cie^

estimate#.

Amounts. Cumulated
totals.

Excess of expenditures over revenues exclusive of Panama Canal payments:
For fiscal year 1913........................................................................................................ $2,000,000

53,000,000For fiscal year 1914........................................................................................................ $55,000,000

Estimated requirements for Panama Canal:
For fiscal year 1913........................................................................................................ 55.000.000

30.000.000
110,000,000
140,000,000

Estimated deficiencies not included in reports to President:
20,000,000
10,000,000

Total not included in estimates! 30,000.000
84,100,000 

170,000,000

 ̂Under the instructions both deficiencies and supplementary estimates would have been 
included in the reports submitted; in case of the pension deficiencies, however, it is 
known that these were not.

The estimated expenditures for 1914, as shown above, are some 
$81,000,000 in excess of the amount of the estimates submitted to 
Congress in the Book of Estimates for the same year. This differ- 
ence is accounted for very largely by the fact that the estimates sub
mitted to Congress were for appropriations, whereas the estimates 
which were submitted for the purpose of this discussion were for 
expenditures, without taking into consideration whether chargeable 
against new or old appropriations. In these were included over 
$22,000,000 of estimated expenditures in excess of estimates for appro
priation, without taking into consideration $7,000,000 to be accounted 
for by the fact that in the Book of Estimates the item for the Recla
mation Service was shown as $7,000,000, whereas the ofBcers in charge 
of this work estimate the expenditures at more than $14,000,000. 
This service is financed entirely out of revenue appropriations; the 
difference in estimated expenditures would make a net difference in 
the demands on the Treasury only to the extent that it was not cov
ered by reclamation revenues and repayments. These and other 
elements of difference, which are more fully explained in schedule 5, 
supporting budget statements, account for the large discrepancy 
between the deficiency as shown by the statement on page 16 and as 
estimated by the Secretary of the Treasury.

The difference between the estimates of expenditures reported to 
the President for 1913 and the estimates shown in the report of the 
Secretary of the Treasury for that year is about $55,000,000. This 
discrepancy is partly accounted for by a difference in expenditures 
for the Panama Canal, amounting to $13,000,000; the other elements 
of difference were not disclosed by the analyses which were made, as 
the basis for the Secretary's estimate is not stated in his report.
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SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 1 9

T H E  CUM ULATED DEFICIT (ST A T E M E N T  NO. 4 ) .

The purpose of statement No. 4 is to show the manner in which 
expenditures corresponding to the estimates would affect the Treas
ury surplus in case there were no change in revenue laws. This 
statement shows that in case Congress grants the full amount of 
appropriations requested in the Book of Estimates, without a change 
in revenue laws, and, further, if the drafts against past appropria
tions are as estimated, the result will be. ignoring sinking-fund 
requirements as well as deficiencies, that an accumulated Treasury 
surplus of $206,182,254.91, as of the end of the fiscal year, June 30, 
1912, will have been reduced by the end of the coming fiscal year 
(June 30, 1914) to $67,303,263.4?. This will be an inadequate bal
ance of general-fund cash, for the reason that the customary working 
balance which is carried by disbursing ofHcers, plus the needed work
ing balance in the Treasury proper, is largely in excess of this 
amount. I f  the estimated pension deficiencies of $30,000,000, which 
were not included in the statement, be subtracted, even though all 
canal expenditures for 1914 be against borrowings and all sinking- 
fund requirements be ignored, advances of the usual amounts carried 
by disbursing ofHcers would leave not a penny in the Treasury avail
able for the meeting of current governmental demands.

T H E  RESULT OF GRANTING APPROPRIATIONS REQUESTED W IT H O U T  INCREAS

IN G  REVENUES.

From all these data it is apparent that the estimates submitted by 
departments and establishments on the one hand and the probable 
revenues on the other should receive serious consideration; that as 
ofEcers of the Government we should not go ahead blindly, passing 
and signing one appropriation bill after another without knowing 
where the money is coming from or how the obligations of the Gov
ernment are to be met. Such a condition as this obtained in 1893, when 
a newly elected President found it necessary to go into a very un
favorable money market and borrow over $260,000,000 in order to 
meet the Treasury needs of the Government and protect the currency 
obligations, with the result that his whole administration was handi
capped, and the credit system of the country was seriously impaired.

ESTIMATES OF REVENUES AND EXPENDITURES.

A second set of summaries has been prepared for the purpose of 
considering questions of future policy. This is made up of analyses 
of estimated and actual revenues and expenditures.
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2 0 MESSAGE OF THE PRESIDENT

ESTIM ATED AN D  ACTU AL REVENUES (STA T E M E N T S NOS. 5 AN D  6 )\

In order that a basis may be laid for determining where adjust
ments may be made to obtain the revenue needed, as well as for 
considering the result on the finances of the Government of making 
any proposed change in revenue law, each class of receipts has been 
separately shown, with a reference to the law which governs its 
accrual. There has also been prepared a summary of revenues by 
departments or establishments to enable ofRcers to compare revenues 
and expenditures in any project which should be regarded as self- 
supporting.

ESTIM ATED AND AC T U A L  EXPENDITURES.

The summaries presented herewith cover the estimates submitted 
by departments. This has been thought desirable because under the 
act of March 9, 1909, it is my duty to submit recommendations with 
respect to the departmental estimates transmitted by the Secretary 
o f the Treasury, rather than to present estimates such as would have 
been submitted to Congress if there had been opportunity for Execu
tive review. As shown by the list of budget statements (pp. 10 and 
11), the estimates have been summarized in such manner as to show 
expenditures in four different relations, namely: (%) The cost and 
estimated cost of the business done by each organization unit (state
ment No. 7) ; (&) the cost and estimated cost of each general class of 
work performed (statement No. 8) ; (<?) the cost and estimated cost 
o f  each class of expenditures, such as operating expenses, fixed 
charges, capital outlays, etc. (statement No. 9) ; (^) the cost and 
estimated cost classified by acts of appropriation in which authoriza
tions to spend customarily appear (statement No. 10). Statements 
11 to 15 show the same facts arranged in such manner as to reflect 
results in still other relations bearing on questions of policy:

Such inaccuracies as may obtain in the summaries are due to the 
fact that this is the first time that a systematic statement pertaining 
to the business of the Government has been attempted; that it is the 
first time that a statement has been prepared and submitted in the 
form of a budget; that since its figures have been prepared as a result 
o f  a special investigation, rather than from direct accounting results, 
there has been no means of veriRcation. I f  every other reason were 
wanting, the present lack of facilities for obtaining information 
pertaining to subjects that are essential to any intelligent considera
tion of the business of the Government, and for knowing that the 
mformation when obtained is accurate would be sufficient to make
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an annual budget desirable. Had accounts been kept in a form that 
would permit their use in the preparation of a budget, complete and 
accurate information would have been available for administrative 
and executive consideration some months before Congress assembled. 
Instead, I have been put to the necessity of going out with a dragnet 
for the essential facts, and then of being required to wait until after 
January 1 before all of the subjects concerning which data were 
asked could be reported on—in the end also being required to accept 
statements sent in without proof and knowing that, in some instances 
at least, they were incomplete. I do not wish to be understood as 
criticizing or intending to criticize the heads of departments in whose 
transactions and in whose books of accounts the material to be used 
in such a budget must be found. The truth is that they have all. 
been laboring as much as possible, during the last four years, to im
prove the method of keeping and stating their several department 
accounts; but the confusion and unbusinesslike condition that have 
prevented a thorough reform and simplifying of our financial and 
operating statements have been the result of a century of neglect.

AN A L YSIS OF INCREASES AND DECREASES B Y DEPARTMENTS (S T A T E M E N T

NO. 7 ) .

SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 2 1

In most summary form the analysis of the data reported by organi
zation units through which expenditures are made is as follows:

Branches of the Government.

Estimated expenditures for— Actual expenditures for—

1914 1913 1912 1911

The Congress..........................................................
The President (including Executive boards

and commissions)..............................................
The judiciary.........................................................
Executive departments (other than sinking- 

fund estimates and appropriations and
debt payments).................................................

Other establishments...........................................
Districts and Territories......................... ...........

Totai (excluding sinking-fund require
ments and debt payments)..................

Less amounts payable from revenues of the 
District of Columbia.........................................

Total payable from Federal revenues, 
except sinking-fund requirements
and debt payments................................

Sinking-fund requirements and debt pay-

$9,967,463

449,040
5,408,101

994,090,557
33,899,702
6,124,509

$10,496,325

296,057
5,234,004

927,479,221
58,277,125
5,134,223

$10,695,468

621,484
5,119,918

852,667,884
37,933,030
5,814,309

$11,063,54?

457,803 
4,979,750

831,140,986
36,092,385
5,385,48$

1,049,939,372

583,795

1,006,916,955

502,202

912,852,093 

419,728

889,119,900

417,004

1,049,355,577

60,685,000

1,006,414,753

60,650,000

912,432,365

120,616

888,702,956

246,49$

Totai payable from Federal revenues... 1,110,040,577 1,067,064,753 912,552,981 888,949.453
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2 2 MESSAGE OF THE PRESIDENT

DECREASES BY CONGRESS.

In the figures representing appropriations for 1913 and estimates 
for 1914 for the Congress it will be noted that them is a decrease 
indicated. This, however, is to be accepted with qualifications, for 
the reason that not all of the customary items are shown in the esti
mates for 1914 and no deficiencies are included for either year. 
Moreover, it is to be noted that for the year 1914 no estimate has 
been made for outlays for buildings and grounds. The appropria
tion for the Superintendent of Capitol Building and Grounds was 
$951,757 for 1913, whereas only $178,900 are estimated for 1914.

ESTIMATES AND EXPENDITURES IMMEDIATELY UNDER THE PRESIDENT.

In the Executive OfRce proper practically no differences appear. 
The differences in total expenditures directly under the President 
during the years 1911 and 1912 and in the totals of estimated expend
itures for 1918 and 1914 are due to the amounts expended, appropri
ated, or estimated for the Tariff Board and the Commission on Econ
omy and EfRciency.

INCREASES FOR THE COURTS.

The increase in the cost of the judiciary is almost entirely to be 
found in the circuit courts of appeals and the district and Territorial 
courts. For these there has been a gradually increasing cost cor
responding to an increasing business.

INCREASES FOR DEPARTMENTS AND INDEPENDENT ESTABLISHMENTS.

With respect to executive departments, the totals for each of the 
four years reported, exclusive of sinking-fund requirements and debt 
payments, are as follows:

MM 1913 MM 1911

Executive departments.......................................

State.................................................................

$994,090,557 $927,479,221 $852,667,884 $831,140,986

4,653,373
75,621,558

199.195.018 
5,768,098

284.141.018 
152,626,008 
230,216,066
24,706,013
17,163,405

4,559,768
84,132,144

189,465,658
5,141,764

271,608,550
126,836,305
204,528,564
25,422,263
15,784,205

4,258,409
78,771,378

155,132,062
5,120,349

250,154,310
134,299,251
189,887,027
19,669,339
15,375,759

4,478,977
75,789,906

153,973,875
4,947,705

240,208,411
118,987,722
193,075,238
18,793,633
20,885,519

Treasury..........................................................
War..................................  ............................
Justice..............................................................
Post OfRce...................... ...............................

InteXor.............................................................
Agriculture......................................................
Commerce and Labor..................................
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From these figures it will be seen that theTe is a net increase of 
only $21,000,000 between 1911 and 1912, and this is very largely 
accounted for by an increase of $10,000,000 in the cost of the postal 
service, which is reimbursable, and increases in the Navy. Leaving 
out of consideration the sinking fund, the estimated net increase for 
1918 over 1912 amounts to $75,000,000, more than $67,000,000 of 
which is accounted for by increases for the War Department 
(chiefly rivers and harbors), for postal service, and for pensions. As 
between the estimated expenditures for 1913 and for 1914 there is a 
net increase of $66,000,000. This, however, is $30,000,000 more than 
the increase indicated by the estimates submitted to Congress for 
appropriation in the Book of Estimates, although requests for appro
priations amounting to more than $24,000,000 have subsequently been 
sent in as supplementary and to cover deficiencies. The increases in 
estimates for expenditures for 1914 are accounted for by still further 
increases for rivers and harbors, in the War Department, and for the 
Post OfRce and increases for the Navy and for pensions. Leaving 
out of consideration the sinking fund as between 1912 and 1914, the 
difference of $142,000,000, exclusive of sinking fund, is accounted 
for as follows: War, $44,000,000, largely for river, harbor, and 
other improvements; Navy, $18,000,000; Post OfRce (reimbursable), 
$34,000,000; pensions, $32,000,000; all others (net), $14,000,000.

In the independent establishments the decrease in cost for 1914 is 
largely explained by the decreasing needs for the completion of the 
Panama Canal.

A N A L YSIS TO SH O W  COST OF EAC H  CLASS OF W O RK  (ST A T E M E N T  NO. 8 ) .

The same estimates and expenditures have been analyzed and sum
marized in such manner as to show the cost to the Government 
of each class of work which is now being done, as well as the estimated 
cost of work projected for the next fiscal year. From this it will be 
noted that the estimated cost of functions which are general in 
character (such as legislation, executive direction and control, adjudi
cation, administration of the national finances, etc.) for the next fiscal 
year is $166,000,000, whereas the estimated direct cost of service to 
the public is $936,000,000. *It also shows that the estimated cost for 
the next year of military services is $452,000,000 as against a total of 
$484,000,000, the estimated cost of all civil services. Again, the total 
cost of civil service is divided so as to show the amount spent for 
the promotion of friendly relations and the protection of American 
interests abroad ($4,300,000 a year) and the amount spent for the 
promotion of welfare within the United States ($479,600,000). This

SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 2 3
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2 4 MESSAGE OF THE PRESIDENT

latter amount is further subdivided to show the cost of protection to 
economic interests ($445,000,000) and the cost of the promotion 
of individual welfare ($34,600*000). A  still further analysis is made 
to show the welfare interests which are served. The $445,000,000 
estimated for 1914 expenditures for the promotion of economic wel
fare, together with the amount estimated for the current year and the 
actual expenditures of the last two completed Sscal years, is accounted 
for as follows:

1914 1913 1912 1911

Promotion of agriculture, forestry, fisheries, and 
the care and utilization of the public domain. 

Promotion of trading, manufacturing, and min
ing ............................................................................

$37,372,040

930,439
116,844,538

276,983,944

3,023,658
4,584,554

1,712,490

2,242,691

765,060
612,395

$37,391,089

549,962
134,564,906

265,001,879

3,043,089 
5,168,325

1,666,680

2,070,609

1,069,310 
473,849

$29,736,440

433,070
82,517,834

244,460,742

2,677,452 
5,188,261

1,618,098

2,159,126

1,990,398
573,692

$27,892,521

404,888
77,347,590

234,185,955

2,465,128 
4,998,012

1,515,005

2,083,668

7,544,949
342,062

Providing facilities for transportation.................
Postal and other communication service (reim

bursable)................................................................
General:

Regulation of commerce and banking..........
Providing a medium of exchange..................
Meteorological research and weather fore

casting..............................................................
Granting patents and copyrights (reim

bursable) ..........................................................
Collection of data pertaining to population 

and other general statistical information.. 
Fixing standards of measurement.................

Total............................................................... 445,071,809 450,999,698 371,355,113 358,779,778

The $84,000,000 estimated 1914 expenditures for the promotion 
and conservation of individual welfare, together with the estimated 
cost for the current fiscal year and the actual cost for the last two 
completed Sscal years, is subdivided to show:

1914 1913 1912 1911

Promotion of the special interests of the laboring 
classes...................................................................... $4,372,805

7,817,343 

5,736,545 

2,622,487 

14,018,907

$4,134,880

6,572,860

4,844,242

1,826,064

11,121,186

$3,529,157

6,347,603 

4,346,185 

2,734,197 

11,339,716

$3,626,378

5,989,477 

4,262,921 

1,867,090 

11,865,353

Promotion of public health, education, and rec
reation:

Promotion and protection of public health.. 
Promotion of public education and recre

ation and of art and pure science.................
Care and education of dependent, defective,

and delinquent............................................. .
Care and education of the Indians and other 

wards of the Nation......................................

Total................................................................. 34,568,087 28,499,232
. #

28,296,858 27,611,219

It is thought that such analyses will be of great value in consid
ering questions of policy bearing on the future work program of the 
Government.
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SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 2 5

ANALYSIS TO SHOW CHARACTER OF EXPENDITURES (STATEMENT NO. 9 ) .

Analyzing the estimates and expenditures in such manner as to
show the amount of the estimated and actual current expenses, as 
distinguished from capital outlays and debt payments, the totals for 
the four years are as follows:

1914 1913 1912 1911

Current expenses and fixed charges (except 
principal of debt)...............................................

Overhead and operating expenses.............
Upkeep of property......................................
Fixed charges, except principal of debt 

(including interest, court awards, pen
sions, subsidies, contributions, indem
nities, etc.)...................................................

Acquisition of property.......................................

Unclassified........................................................

Total current expenses, fixed charges, ex
penditures for property and undistributed
expenditures.......................................................

Deduct amounts chargeable to revenues of 
the District of Columbia..................................

Total expenditures other than princi
pal of debt................................................

Payment of debt...................................................

Total.............................................................

$821,131,982 $779,892,645 $742,293,621 $738,419,108

565,798,628
22,764,889

232,568,465

190,196,406

38,610,984

545,343,691
23,463,755

211,085,199

199,585,976

27,438,334

520,454,692
22,013,896

199,825,033 

153,189,441 

17,369,031

513,410,284
22,751,305

202,257,519

134,280,159

16,420,693

1,049,939,372

583,795

1,006,916,955

502,202

912,852,093

419,728

889,119,960

417,004

1,049,355,577
60,685,000

1,006,414,753
60,650,000

912,432,365
120,616

888,702,956
246,496

1,110,040,577 1,067,064,753 912,552,981 888,949,452

Considering first the total for overhead cost and operation, it will 
be seen that this represents only about one-half the total for the 
Government. Including upkeep, the current expenses for the last 
completed year, 1912, reached $542,468,588 out of a total of $912,- 
552,981. To give perspective to the problem of financing the next 
fiscal year the estimated expenditures may be grouped as follows:
Current expenses and fixed charges other than sinking fund_____ $821, 000,000
Acquisition of property_______________________________________________  190,000,000
Unclassified expenditures (most of which are known to be expendi

tures for property)_________________________________________________ 38, 000,000
Payment of principal on the public debt____________________________  60, 000,000

Subdividing the current expenses and fixed charges, as distin
guished from acquisition of property, the estimated amount of over
head and operating expenses is $566,000,000, of upkeep costs 
$23,000,000, and of fixed charges $232,000,000.

SIGNIFICANCE OF ANALYSIS IN DETERMINING FINANCIAL POLICY.

The special signiHcance of this analysis is to be found in its use as 
a guide to the determination of financial policy.

In my opinion current expenses and fixed charges, including sink- 
ing-fund requirements, should be financed entirely out of revenues;
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2 6 MESSAGE OF THE PRESIDENT

that is, in planning to meet the Treasury needs of the Government 
it would be a mistake to provide the means for carrying on the cur
rent business and for liquidating the debt by incurring additional 
indebtedness. By this standard the least amount of revenue which 
would be required for the next fiscal year (assuming that the esti
mates sent in are approved by the Congress and incorporated in 
appropriations) would be $881,000,000. This conclusion is based on 
the assumption that all estimates for "  acquisition of property "  and 
all "  unclassified "  estimates would be initially financed by the Gov
ernment out of borrowings, i. e., that all of these estimated ex
penditures are properly classified as capital outlays. It is to be 
observed, however, that in the estimated appropriations and expend
itures for acquisitions of property during the four years reported 
all replacements of obsolete or condemned equipment or other prop
erty are included; these should be charged against current revenues. 
The estimates sent to me as for capital outlays with corresponding 
expenditures for preceding years, are as follows:

Character of expenditure. Estimates 
for 1914.

Appropria
tions for 

1913.

Expenditi

1912

[ires for— 

1911

Total expenditures for acquisition of property.. .  

Land......................................................................

$190,196,406 $199,585,976 $153,189,441 $134,280,15

2,531,825
20,958,273
74,974,140
73,542,150
7,268,549

115,522
10,805,947

38,610,984

6,596,696
20,896,897

108,486,547
51,343,856
6,675,373
1202,721

5,789,328

27,438,334

4,223,338
15,947,814
72,339,558
54,607,061
4,886,730

11,072,858
2,257,798

17,369,031

2,849,445
14,990,947
69,708,285
40,939,301
5,405,233

11,126,358
1,513,306

16,420,693

Buildings..............................................................
Other improvements to land and waterways.
Equipment...........................................................
Stores (increases)................................................
Work in progress (increases or decreases)___
Unclassified capital outlays..............................

Unclassified expenditures.........................................

i Decreases of stores; deduction from total expenditures.

In order to determine what amount of these expenditures may 
properly be financed from the proceeds of bond issues and what 
amount would be considered as expenses to be financed out of 
revenues, it is necessary to clearly distinguish those expenditures 
which are for the acquisition of additional properties and those which 
are for replacement of old. From the present state of the records and 
reports these data are not available. With respect to the $73,500,000 
estimated for equipment, however, this may be said: That a greater 
portion of the estimate is for battleships, ordnance, etc. It is doubt
ful if the amount asked for is more than is needed to cover the wear 
and tear and the depreciation due to obsolescence of equipment 
already owned by the Government. Assuming that all of the 
$98,400,000 for land, buildings, and other improvements on land, 
and the $10,800,000 "  unclassified capital outlays," as well as the 
$38,600,000 of other "  unclassified expenditures "  are for new prop
erties, the conclusion that these are additions or betterments should
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not be accepted without qualification for the reason that no provision 
is made for estimating structural depreciation. In fact, there is not 
at present any means for knowing what amount of property the 
Government owns against which depreciation must be estimated. 
From the inadequate data at hand it appears that the Government 
has acquired buildings and other improvements on land during 
the last 50 years the cost of which is considerably in excess of 
$1,500,000,000. I f  it be assumed that the average life of such struc
tures is 50 years, then not less than $80,000,000 should be included 
in current expenses for depreciation due to obsolescence. This would 
leave about $115,000,000 of the expenditures for the acquisition of 
property to be capitalized.

T H E  EXCESS OF ESTIM ATED CURRENT EXPENSES AN D  FIXED CHARGES OVER 

ESTIM ATED REVENUES FOR 1 9 1 4 .

From the foregoing it would appear that the amount of the 
revenues required to meet current expenses and fixed charges (in
cluding current upkeep of property and depreciation from obsoles
cence) is approximately $995,000,000.

The amount which the Secretary of the Treasury estimates will 
accrue in revenues during the next fiscal year is $970,000,000 
(excluding refunds of revenues and trust-fund receipts), leaving 
a revenue deficiency of $25,000,000. From any angle of approach, 
therefore, either the estimates for appropriations must be cut down or 
provision must be made for increasing the revenue.

RECOMMENDATIONS FOR THE REDUCTION OF CURRENT
EXPENSES.

In submitting recommendations under the requirements of the act 
o f March 4, 1909, it seems evident that the overhead and operating 
expenses and capital outlays should be clearly distinguished from 
expenditures in the nature of fixed charges and debt payments. The 
amount of expenditures for these latter purposes is not to any con
siderable extent affected by economy or efficiency of administration, 
but is the result of established policy expressed in terms of law. With 
respect to capital outlays the Congress determines whether buildings 
shall be constructed or rented, whether improvements shall be author
ized. With respect to fixed charges the President has no control 
except through approval or disapproval of bills of Congress sub
mitted for his signature. The executive branch can have little re
sponsibility for nearly one-third of the total estimated expenditures.

I f  the executive branch is not handicapped by legislation that 
robs the service of the benefits of the proper exercise of adminis
trative discretion, the economy and efficiency with which the many 
services of the Government are operated are primarily the responsi
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2 8 MESSAGE OF THE PRESIDENT

bility of this branch. It is with respect to this portion of Govern
ment expenditures—the estimates for which amount to about $566,- 
000.000 for the year 1914—that the following recommendations are 
made. In submitting recommendations, however, I  am suggesting 
such reductions only as it is thought may result from beneficial 
changes in policy.

RECOMMENDATIONS WITH RESPECT TO APPROPRIATIONS FOR PERSONAL
SERVICES.

With respect to the cost of personal service the estimates may be 
divided into two classes, namely, (1) those for the payment of the 
salaries of persons appointed by the President, with the advice and 
consent of the Senate, and (2) those for the payment of salaries to 
all other employees of the Government. The reductions which, in 
my opinion, may be made in these estimates without injury to the 
service are:
Reductions in estimates for salaries of local officers appointed by

the President, with the advice and consent of the Senate________ $4, 500,000
Reductions in estimates for all other salaries____________________  2,000,000

REDUCTIONS BY ELIMINATION OF SINECURES.

With respect to the first class I have already submitted recommen
dations to Congress in several messages transmitting reports in 
which it is estimated that the direct salary cost of the Government 
may be reduced not less than $4,500,000 a year—this to be done by 
placing a large proportion of presidential appointments in the clas
sified service. The salaries of postmasters of the first and second 
classes amount to over $6,000,000, while the salaries of assistant post
masters of the same classes amount to $2,820,000. I f  the position of 
postmaster were placed in the classiBed service, and these officers were 
given salaries equal to 20 per cent more than the salaries now given 
to assistant postmasters, the latter positions being no longer required, 
there would be a saving of $4,512,000. Besides this direct reduction 
that might be immediately made in the estimates, there would also be 
very large indirect reductions of cost that might be availed of in 
future estimates—reductions that can not be realized so long as ap
pointments are on a partisan basis. These unnecessary indirect costs 
are due to the fact that a considerable part of the services outside of 
Washington can not be properly brought within the discipline of ad
ministrative officers. So long as high salaried local ofEcers owe their 
appointments to local influence it may be assumed that their tenures 
will be fairly secure, regardless of their efficiency. This is discourag
ing to those in equally responsible positions who are rendering eSi- 
cient service, but who, by reason of the nonpartisan character o f the 
appointment, receive not more than half the amount of salary; it

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

February 26, 1913



SUBMITTING A BUDGET FOR CONSIDERATION OF CONGRESS. 2 9

tends to destroy the esprit de corps, especially with subordinates; it 
carries with it expenditures that in many instances are unwisely 
made. Altogether, in the opinion of those who are best acquainted 
with the service, the indirect saving to the Government amounts to 
more than the direct saving indicated. A  list o f presidential ap
pointments, requested from departments, is attached (Appendix 5).

REDUCTIONS BY RECLASSIFICATION OF CIVIL SERVICE.

With respect to the other employees in the service, their salaries 
are either what are known as " statutory " (that is, specified in the 
acts of appropriations) or "nonstatutory " (the designation given to 
salaries paid out of lump-sum appropriations). With respect to 
these my recommendation is that the tota] appropriations for sal
aries be established at an amount sufficient to cover the pay roll 
requirements of the present fiscal year, but that authority be given to 
make a complete executive reclassification of civil-service employees, 
to become effective by Executive order. Such a provision would re
duce the estimates for current expenses not less than $2,000,000, and, 
in my opinion, would result beneficially to employees as well as to 
the Government. In other words, I am of the opinion that an annual 
salary roll of $2,000,000 less than the estimates for salaries for the 
year 1914, if properly distributed, would adequately provide for the 
personnel necessary to do the Government's present work. At 
present each statutory salary is fixed by Congress; this means that it 
is fixed by one or another of nine committees of Congress. Each 
nonstatutory salary is fixed by one or another of the nine heads of 
departments. The result is not only great confusion in service des
ignations and service classification, but also great disparity in sal
aries for doing similar work. Furthermore, the fate of each indi
vidual employee in the matter of promotions, etc., so far depends on 
action that can not, under present conditions, be premised on merit 
or adjustment of compensation to work, that one of the serious em
barrassments to the service is a constant request for transfers.

This embarrassment Congress has sought to overcome through 
laws, the practical operation of which is to make details and transfers 
difHcuit; and committees on appropriations have usually looked with 
suspicion upon all requests for salary increases. Under the laws 
governing transfers, entry into the civil service in certain depart
ments amounts to a three years' enlistment with very little hope 
for promotion. The obstructions to details of employees hamper the 
work of certain divisions and add unnecessarily to the cost of others. 
The impossibility of giving fair consideration to the question is 
shown by the fact that each year hundreds of increases are proposed 
in estimates to Congress, whose committees are supposed to pass on
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3 0 MESSAGE OF THE PRESIDENT

their merits. One committee may pursue a fairly liberal policy, and 
another may pursue a policy of restriction; but each must act with 
very little knowledge of their problem. One person whose position 
is proposed for increase may have a strong or influential advocate be
fore a committee, while another, equally competent, may not. The 
whole subject of salaries is chaotic.

In the present situation many men at the bottom are receiving 
larger salaries than would be obtained for similar work in outside 
employment, whereas men in higher positions carrying great re
sponsibility and the success of whose performance depends on train
ing and long experience, are inadequately paid. The Government 
suffers from both conditions. From the viewpoint of the rank and 
file, there is little hope of reward for merit. Instead of establish
ing a well-considered classification of positions and salary grades 
which will admit of promotions and increased compensation with 
added experience and ability to render valuable service, instead of 
holding out to the employee a career, a premium is placed on getting 
into the service, after which little inducement is offered to effort. 
There is little incentive to increasing efficiency, because as a rule 
initial salaries are placed too high and terminal salaries too low. 
The operation of such a salary scheme is to encourage application for 
appointment from persons who have already assumed large social 
or other responsibilities, and who are out of employment; at the 
same time by providing low terminal salaries the service is to this 
extent made unattractive to those who have spent years in prepara
tion or who after long experience have become expert in the handling 
of the many technical problems involved in the economical and 
efficient transaction of public business.

The foundation for a reclassification of salaries has already been 
laid. An analysis of the service designations and salary grades has 
been made for the entire service. This is now being summarized in 
such manner that if the subject is pursued with vigor a reclassifica
tion may be completed within the next few months. In my opinion, 
such a reclassification would enable the Government to pay higher 
salaries to those from whom experience, training, and initiative are 
required, and make the saving o f $2,000,000 as' already stated. It 
would hold out to the whole service a hope for better things instead 
of leaving each individual in it the victim of chance.

REDUCTIONS T H A T  W OULD FOLLOW M A K IN G  CERTAIN SERVICES 

REIM BURSABLE.

In my opinion a considerable reduction in expenditures may be 
made without injury to the service by making certain expenditures 
reimbursable. Generally speaking, the reason for making Govern
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ment expenditures reimbursable is either (1) that the benefits of 
the service inure mainly to those who use it rather than to the 
general public, and that therefore the entire cost should be paid by 
the users, or (2) that the service provided by the Government may 
better serve its purpose if the person for whose beneHt it is performed 
pays at least a part of the cost incurred. Among the most obvious 
items of expenditure which should be placed on a reimbursable basis 
are those for certain publications of the Government that are dis
tributed to the public.

E L IM IN A T IO N  OF W ASTE IN  DISTRIBUTION OF PUBLIC DOCUM ENTS.

The estimates for appropriations for the next fiscal year for print
ing and binding at the Government Printing OfRce amount to nearly 
$6,000,000, besides the printing and binding that is done elsewhere. 
Of this amount a considerable part is for publications that are dis
tributed to the public. As at present distributed it is known that a 
relatively small part of such publications gets into hands of persons 
who are really interested in them, and such persons could well afford 
to pay cost price for them. The other documents are sent simply as a 
reminder that there is some one in Washington who has the recip
ients' names on the list. The adoption of such a principle as is rec
ommended would, in my opinion, change the entire character of the 
publication activities of the Government. At the present time many 
valuable documents of the Government are not obtainable at any 
price, since the issue is exhausted very shortly after publication. The 
practice is that such a number of documents is printed as is necessary 
to supply the public libraries and furnish the copies which, under the 
law, go to Members of Congress. Unless provision is made for distri
bution to the public anyone interested in a particular publication may 
be fortunate to receive the one or more copies that may be allowed the 
Representative of the congressional district in which he lives. Fur
ther than this he must depend largely upon exchange of courtesies be
tween Representatives. Even those editions that are for public distri
bution, being given away, are soon exhausted. In order to make a sup
ply available to persons who may not have the facilities for obtaining 
a desired volume or volumes at the time of the issue it is necessary to 
have a publication authorization that will place a stock in the hands 
of the superintendent of documents for sale. With respect to cer
tain publications this principle of sale has already been adopted. It 
is urged that it be made general in its operation, thereby enabling 
Congress to reduce the estimate for printing and binding by the 
amount which it is thought will be realized from the copies distrib
uted to the public.
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3 2 MESSAGE OF THE PRESIDENT

REIM BU RSEM EN T FOR POSTAGE.

A  further reduction in expenses may be made by applying the 
same principle to postage. That is, a part of the cost of distributing 
documents is the expense o f handling them in the post oHice. In pre
paring the catalogue lists of publications to be paid for it is recom
mended that the cost of postage be included in the price to the public. 
This would be represented by special stamps issued by the Post CMRce 
Department to the departments and establishments through which 
the distribution would be made.

M IN T S  AN D  ASSAY OFFICES.

The estimated cost of maintaining the independent assay oHices 
carried in the estimates for the legislative, executive, and judicial bill 
is $305,740. This is not the whole cost, as it does not include such 
as is carried in estimates for public buildings. The Secretary of 
the Treasury has recommended their discontinuance. By such action 
it is thought that the saving would be at least as much as the amount 
shown above. In this relation I wish to raise the question for the 
consideration of Congress as to whether it would not still further 
add to the economy with which the public business may be done, 
^nd at the same time increase efficiency, if the five Government mints 
located at Carson, Denver, New Orleans, Philadelphia, and San 
Francisco were consolidated. The cost of plant is very large. The 
added cost due to scattered work is also an element to be considered. 
The estimates for operating the mints amount to more than $915,000. 
Besides this, there are large items of cost contained in the estimates 
for public buildings. It is thought that, aside from the saving of 
$305,740 which might be effected by closing the detached assay oiRces 
as has been recommended, there could also be realized a saving in 
overhead and other costs of not less than $100,000 a year by the con
solidation of the mints at some point of manufacture where the equip
ment is large and transportation facilities are good. The buildings in 
the cities where the mints were closed could be utilized for other 
governmental purposes, or sold.

REDUCTIONS OF EXPENDITURES PROPOSED B Y  T H E  COM M ISSION ON  

E CO N O M Y AND E F FIC IE N C Y.

To the present time 24 reports of the Commission on Economy and 
EHiciency have been sent to Congress by me, most of which contain 
constructive recommendations. It is thought that if these recom
mendations were acted upon afHrmatively, a saving amounting to 
several million dollars might be effected without impairing the 
efficiency of the several services which have been made the subject
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o f inquiry. As these reports are specific, and a number of them 
have been under consideration by committees in Congress, it does 
not seem necessary to do more than to refer to them at this time.

RECOMMENDATIONS IN RELATION TO ESTIMATED FIXED
CHARGES.

As has been said, fixed charges are the result of legislation over 
which the executive branch can not exercise control and with respect 
to which it has no responsibility. To this general statement, one ex
ception is to be taken, viz, the administration of the public debt. 
Not only is the executive branch made responsible for the manage
ment of the sinking fund, but upon it has also been placed responsi
bility for borrowing to meet the needs of the Treasury.

SINKING-FUND REQUIREMENTS.

The amount of sinking-fund requirements depends on three factors, 
namely, (1) the amount of the debt to be sunk, (2) the time during 
which the obligations are to be permitted to run, and (3) the con
ditions attached to the investment of fund cumulations.

As bearing on the amount of the national debt to be sunk, I am of 
the opinion that the policy of the Federal Government should be to 
remain as nearly debt free as good financing and the equitable 
distribution of capital outlays over a series of years will warrant. Our 
governmental establishment is made up of three kinds of public corpo
rations—municipal, State, and national. Any program for the pro
tection and promotion of the welfare of the country must include them 
pll. The burden of taxes laid by them all falls upon, and must be sup
ported by, private business or by the private resources of the people. 
The debt burden of all must be considered as an encumbrance on our 
national wealth. Considering the fact that many municipalities and 
States have already reached the constitutional limit of indebtedness; 
considering that the total bonded debt of New York City alone exceeds 
the bonded debt of the National Government, and that the total mu
nicipal indebtedness is many times greater; considering that the Con
stitution places the burden o  ̂national defense on the National Gov
ernment, it would seem to be ĵ he part of wisdom for the Federal Gov
ernment to keep as nearly dejbt free as is practicable. Not only does 
reason suggest that this is one of the most effective precautions that 
can be taken to fortify the Nation, but history supports this conclu
sion. Both in our conflict with Great Britain and in the Civil War, 
the fact that the Federal Government was practically debt free at 
the time that resort was had to arms must be assigned an important 
place in considering the factors which made for success.

H. Doc. 1435, 62-3-------3
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THE CIVIL WAR DEBT STILL UNPAID.

Notwithstanding the fact that the Civil War was begun practi
cally debt free, the Government was forced to the last extreme to 
obtain funds with which to carry on the conflict.

At the end of the war the meeting of this debt was one of our most 
serious problems. That we have gone along for over half a century 
since the Civil War, carrying the large part of this war debt, when 
during the latter part of this period the revenues of the Government 
far exceeded expenditures, has been due largely to the fact that our 
public debt has been a part of an admittedly vicious system of bank
ing and currency. As a matter of public policy, definite provisions 
should be made for retiring this several-times-refunded balance of 
more than a thousand million dollars, and in such manner as to do 
no injustice to those who have purchased the bonds as collateral for 
bank-note issues.

And in making provisions for this refunding, the first obligations 
to be retired are the demand notes that were issued during the war 
and given currency through being made legal tender. Every ob
jection to the retirement of the greenback that in the past has ob
tained is now without force. These outstanding obligations of the 
Government (the legal-tender notes) are a constant menace to both 
Government and private credit— a menace which has operated ad
versely to the successful financing of Treasury deficits in periods 
of business depression by draining the Treasury of its gold— one 
which would be found even more serious in case the Nation should 
need again to fall back on its credit as a matter of military necessity.

At the present time the total bonded debt outstanding is approxi
mately $964,000,000. To this should be added $346,000,000, the 
amount of the demand Treasury notes. This makes a total indebt
edness to be sunk of $1,310,000,000. Taking into the sinking fund 
the $150,000,000 gold reserve against greenbacks outstanding, and 
the $137,000,000 advanced from the general fund for the building of 
the Panama Canal, gold certificates could be issued in place of green
backs to the extent of $287,000,000. It would be necessary to issue 
only $59,000,000 more bonds to retire the balance of the outstanding 
Treasury notes, leaving an interest-bearing debt of the Government 
amounting to $1,160,000,000 of all maturities, against which sinking 
fund requirements would be calculated. Assuming that it is deter
mined to retire the present debt in 20 years after July 1, 1914, and 
further that authority is given to invest the sinking fund cumula
tions in new issues of Government bonds for future capital outlays 
which will bear an average rate of 3 per cent, it would require 
about $45,000^000 to be set aside each year to retire the old debt, or 
about $15,000,000 less than the present legal requirement. This
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sum for sinking-fund requirements would have to be increased to 
make provision of each new bond issue as fast as necessary.

PRESENT S IN K IN G -F U N D  RESOURCES.

At the present time the only sinking-fund resource is a claim on 
the general fund amounting to $809,000,000. This is now become & 
mere bookkeeping entry without real obligation or meaning. I  recom
mend that the present law be amended so as to adapt the annuat 
charge against the revenues to the actual requirements and that the 
book balance be canceled. To provide gold with which to retire the 
greenbacks, I recommend that authority be given to transfer the 
$150,000,000 general-fund gold reserve to the sinking fund as well as 
the $137,000,000 advanced for the Isthmian Canal from the general 
fund, the latter amount to be obtained by issue of 20-year bonds of 
the National Government.

CREATION OF A  S IN K IN G -F U N D  CO M M ISSION.

And to insure the independence of the administration of the sink- 
ing-fund law in the future it is also recommended that the chairman 
of the Finance Committee of the Senate, the chairman of the Ways 
and Means Committee of the House of Representatives, the Attorney 
General, and the Secretary of the Treasury be made ex-oiRcio a sink
ing-fund commission, and that the comptroller shall be required each 
year to audit and state the sinking-fund account to the President and 
the Congress.

CONDITIONS TO BE ATTACHED TO N E W  ISSUES.

In the making of future issues of national bonds I assume the 
adoption of a new banking and currency system, which will retire the 
2 per cent United States bonds now used to secure circulation under a 
plan which places the price of the bonds on a false basis by making 
these alone authorized securities for the issuing of bank notes. While 
this provision has enabled the United States Government to Roat 
most of its securities on a low interest charge it has so Commingled 
problems of national currency and private debt with questions of 
public debt as to hamper the Government in its dealings by placing 
a barrier of investment interest in the way of every effort to retire 
outstanding obligations. The proposal would give 20 years, if need 
be, within which to adjust bond issues to an investment basis.

CONDITIONS TO BE ATTACHED TO T H E  S IN K IN G  F U N D .

To the end that the sinking fund may be used to advantage prior to 
the time when the present outstanding indebtedness may mature or
may be redeemed, it is recommended that, in so far as cash may
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accumulate in the fund in excess of the demands for meeting current 
maturities, this cash be made available for the purchase of subsequent 
bond issues authorized for public improvements or other purposes, 
and that the sinking-fund commissioners be authorized, with proper 
restrictions, to sell such purchases at any time that money may be 
desired to carry out the purposes of the fund.

SUMMARY OF RECOMMENDATIONS FOR REDUCTIONS IN ESTIMATES FOR 

EXPENSES AND FIXED CHARGES.

From the foregoing it is evident that the estimates for expenses 
an€ fixed charges may be reduced $25,000,000 without injury to the 
service. In fact the results, in my opinion, would be beneficial, pro
vided changes in law also be made as indicated. This could be ac
complished by a reduction of not less than $10,000,000 in estimates for 
overhead and operating expenses and by a reduction of $15,000,000 by 
changing the sinking-fund law so that it would release the present 
eumulated reserve and provide only for an amount adequate for the 
retirement of the present national debt within 20 years from July 
1 next and for the retirement of future bonded debt within 20 years 
from the date of issue. This would reduce the total of estimated 
expenditures which should be*met by revenue from $995,000,000 
to approximately $970,000,000 for the fiscal year 1914, as against 
which there is an estimated revenue of $970,000,000 (exclusive of 
trust funds, refunds, etc.).

CONSTRUCTIVE RECOMMENDATIONS PERTAINING TO PUBLIC
IMPROVEMENTS.

Not only should every public improvement bear a definite relation 
to a plan or program which has reference to the needs of the Nation 
but provision should be made for completing the improvement at 
such time as it will be most useful or serviceable in the carrying out 
o f such a plan. In my opinion it is desirable that the Government at 
Washington should be housed in public buildings which should be 
built in such manner as to conform to a general plan of public build
ings for the Government within the city. In order to carry out such 
a program it might be good business judgment to provide for spend
ing fifteen or twenty million dollars within the next two years. As 
a matter of fact it would be advantageous for the Government to 
invest nearly $100,000,000, if need be, to save the rent which it 
is at present paying within the District of Columbia. By first de
veloping a plan and then working to it, whatever part might be 
approved might be financed through loans which would enable the 
Government to apportion the investment burden over a period of, 
say, 20 years. Such a method of financing, applied to all its perma
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nent improvements, would enable the Government to make contracts 
on the most favorable basis, to avail itself of having its buildings 
provided at an early date, and at the same time to proportion the 
burden on revenue equitably over a period of years, through annual 
appropriations to the sinking fund.

Applying the same theory to internal improvements: A  definite 
plan might be adopted for damming the streams which periodically 
flood the Ohio and Mississippi River Valleys, thereby enabling the 
Government to operate these dams for the retention of water at times 
of Rood, and during other periods to operate them for the pro
duction of power or other industrial or commercial uses. Such a 
plan, however, would require a large initial outlay, which should be 
apportioned over a period of years.

Briefly stated, my suggestion is that the Government first plan for 
its land purchases, buildings, and public works, then borrow money 
to acquire and to construct them, proportioning the cost over a period 
of 20 years and making the bonds issued to meet the cost payable out 
of an adequate sinking fund.

Following these suggestions, I  not only question the desirability of 
continuing to appropriate for new projects without a deSnite plan 
and before definite provision is made for financing them either by in
creased revenues or bond issues, but assert, further, that without a plan 
there is necessarily a large element of waste. For example, it would 
seem to be wasteful use of public money to appropriate for the loca
tion of military posts and buildings at various local points and for 
the building of barracks and quarters, whether for the Army, Navy, 
or Marine Corps, until a definite military program has been settled 
upon which will determine the question as to whether or not it is 
desirable as a matter of military expediency to maintain several 
hundred posts, scattered over the length and breadth of the country, 
for the quartering of troops, or to have quarters located at such 
points as to provide more adequately for the element of maneuver 
and military instruction which is the primary purpose of maintain
ing an army in time of peace. As has been said, in the past military 
posts and establishments have been located largely as a result of local 
pressure rather than from a consideration of military need. Many 
of the requests for appropriations above listed are based on this 
theory. Within the list are not only to be found the appropriations 
for military improvements, but also those civil in character, such as 
public buildings, improvements to rivers and harbors, etc., all of 
which should be subject to the same scrutiny before new projects are 
financed.
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3 8 MESSAGE OF THE PRESIDENT

RECOMMENDATIONS FOR CHANGE IN POLICY PERTAINING TO
APPROPRIATIONS.

The analyses which have been made suggest quite a different han
dling of the subject o f authorizations and appropriations than has 
obtained in the past. Considering this from the viewpoint of the 
needs o f the service, it is suggested that appropriations should be 
4)f the following general classes:

1. Appropriations to cover overhead and operating cost.
2. Appropriations for upkeep of property.
8. Appropriations for 6xed charges, including sinking fund.
4. Appropriations for permanent improvements.

CHARACTER OF APPROPRIATIONS TO COVER OVERHEAD AND OPERATING

COSTS.

With respect to the form of appropriations for current expenses, 
I  am of the opinion that a sharp line should be drawn between 
appropriations for overhead and expenses of operation and those for 
other current purposes. Appropriations authorizing expenditures 
for overhead expenses and operation should be annual, biennial, tri
ennial, quadrennial, or quinquennial, as by the terms and conditions 
may be best adapted to the management of the public business to 
greatest advantage. These are subjects concerning which questions 
of policy must be currently determined. On the other hand, I  am 
of the opinion that provision for repairs, replacements, and depre
ciation, interest on the public debt, pensions, subsidies, grants, judg
ments, awards, indemnities, and sinking-fund requirements should 
not be left to current or annual determination. With respect to 
these expenditures every question of policy should be decided at the 
time the law is passed authorizing them. Appropriations for such 
purposes, in my opinion, should not be taken up by an appropriation 
committee, except to ascertain what amount will be required under a 
funding measure that would be passed by the Congress as a part of 
the original authority. Under such a law the amount required 
should be a matter for administrative or judicial determination.

U PKEEP SHOULD BE F IN A N C E D  TH R O U G H  A R EPLACEM ENT F U N D  CREATED  

B Y  P E R M A N E N T  APPROPRIATION.

When buildings are constructed it should be assumed that they are 
to be kept in repair—unless they are of a temporary character, in 
which case the construction should be treated as a current expense, 
and the cost of such construction should be amortized completely 
over the period of each building's use. To the end that a definite 
basis may be established for determining what appropriations are 
needed for upkeep of property, I  recommend the appointment of an
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appraisement board in each department to determine what is the pres
ent investment or net cost to the Government of properties against 
which a maintenance reserve should operate. Such board or commis
sion, under central direction and control, should be instructed also to 
prepare as a basis for future appropriations actuarial tables on all 
buildings and other improvements to land which are subsequently ac
quired. In other words, when new battleships are authorized, definite 
provision should be made for upkeep; when buildings and other im
provements on land are authorized, a calculation should be made 
with respect to the maintenance requirements, and the amount so 
determined should be authorized as a permanent appropriation. 
With respect to industrial property—that is, property which is 
currently used for purposes o f manufacture or other production— 
estimates for maintenance, including depreciation, should also be 
made. These estimates, however, should not be made as a basis for 
appropriation, but for the purpose of establishing a reserve for up
keep, including depreciation, which may be ratably charged to the 
operations or work on which equipment or industrial property is 
used, thereby making unnecessary any appropriation for this pur
pose other than as included in appropriations to cover the cost of 
work. Having established a replacement fund, the annual estimated 
requirements for each department should be met by permanent ap
propriations, and from this fund allotments should be made to pro
vide for the repairs and replacements needed. By requiring an ac
curate account to be kept of actual repairs and replacements, by 
classes of property, the actuarial estimates may be corrected from 
time to time as experience would indicate.

PENSIONS SHOULD BE M ET B Y  P E R M A N E N T  A N N U A L  APPROPRIATIONS.

Fixed charges are on quite a different basis. There is no greater 
reason for current acts of appropriation to cover pension rolls than 
there is for an annual appropriation to cover interest on the public 
debt. A  present situation fairly illustrates what may regularly hap
pen when the amounts required to make payment on pension claims 
authorized are included in an annual appropriation bill. The appro
priation for the current year is not less than $20,000,000 short of what 
it should be to meet pension claims. The result is that in the esti
mates for pensions for the next year a request is made for an appro
priation to be made immediately available, but in case this is done 
the same situation must be faced the year following. It is probable 
that the appropriation already made, together with the pension items 
in the Book of Estimates, will not cover claims filed before June 30, 
1914, by $30,000,000. In my opinion, what should be done is to care
fully compute the demands which will probably be made under a
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pension law before it is passed—a precaution that has heretofore never 
been taken. After such an estimate has been prepared, then estimates 
would be made annually on the basis of experience for the consid
eration of Congress in providing revenues to meet Treasury demands^ 
but the pension law should carry with it a permanent appropriation.

JUDGM ENTS A N D  AW ARDS SHOULD BE F IN AN C ED  B Y  P E R M A N E N T  L A W .

The same may be said of indemnities and court awards. When a 
judgment or award has been made it should be considered as an ap
propriation payable out of funds in the Treasury, unless the award 
should be so large in amount as to threaten the credit o f the Gov
ernment, in which case the Secretary of the Treasury should be 
permitted to withhold payment until provision could be made by 
borrowing or through ihcreasing revenues for meeting the demand. 
Instead of this the present practice is to permit the courts to make 
awards for payments of claims and then to require the payment to 
await the slow process of a special appropriation. This is not only 
unjust, but it leads to a kind of tra&cking which should not be 
encouraged. The only reason for requiring judgment creditors to wait 
for further congressional action would be in case payment of a large 
judgment would embarrass the Treasury or was in excess of an esti
mated annual requirement, when authority should be given to the 
Executive to defer payment till adequate revenues had been provided 
or bonds were issued for the purpose.

T H E  PRESENT LIST OF P E R M A N E N T  APPROPRIATIONS SHOULD BE REVISED,

As has been said, after a law has been passed providing for the bor
rowing of money on public credit, thereby authorizing the payment 
of interest, or for the payment of pensions, subsidies, indemnities, or 
the setting aside of revenues for the payment o f the principal of the 
public debt, there is no further question of policy for Congress to 
consider until it may be found desirable to repeal the law or to deny 
the obligation. In general, this policy has already been followed.- 
The list of permanent appropriations is a long one. For the current 
year the estimate reaches nearly $134,000,000. In the list of perma
nent appropriations for 1913 are included such items as $3,000,000 
for meat inspection; $1,700,000 for the operation and care of canals 
and other works of navigation; $125,000 for the removal of obstruc
tions in the Mississippi, Illinois, and other rivers; $100,000 for the 
maintenance of channels, South Pass, Mississippi; $5,500,000 for the 
collection of customs. These are not proper subjects for permanent 
appropriations, whereas the expenditures o f the character indicated 
above should, in my opinion, be thus provided for.
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CURRENT APPROPRIATIONS FOR A  LONGER PERIOD T H A N  ONE YEAR.

Both the expenses of current administration and operation and the 
acquisition of property for the continuing use of the Government 
should, in my opinion, be subjects for current consideration of ques
tions of policy. To this end the administration should be held re
sponsible for preparing and submitting each year carefully pre
pared estimates of needs, together with such collateral data as may 
be needed to consider what amount should be appropriated and what 
conditions should be attached. This does not mean that appropria
tions for overhead expenses and operation may not be for a longer 
period than one year. In many instances, appropriations made to 
cover a period of years would result in largely increasing the economy 
and efEciency with which the service may be performed. It was, 
doubtless, with this end in view that the meat-inspection service was 
placed upon a basis of permanent appropriations. In my opinion this 
service should have been placed on a three-year or five-year appropria
tion basis until the service had become established and its current 
needs had been determined. There are many services the current ex
penses of which can, with advantage, be financed on a two, three, or five 
year basis. This would be of especial value in cases where a definite 
plan or policy is to be followed or worked to—as a military program 
or a plan for the development of public roads—in which the Govern
ment is to cooperate with States and other local bodies. For consti
tutional reasons, military appropriations can not be for a longer 
period than two years, but there is no such inhibition against funding 
the needs of civil service.

APPROPRIATIONS FOR P E R M A N E N T  IM PROVEM ENTS.

With respect to the acquisition of permanent property, I would 
recommend, as a matter of financial policy, that no appropriation be 
made except pursuant to a plan which shall first have been approved 
by Congress in a bill separate and apart from the act making the 
appropriation. The formulation of a definite plan for improvements 
would enable committees of Congress, or, for that matter, Congress in 
committee as a whole, to consider what the Government shall under
take to do for a period of years before the requests for appropriations 
are taken up. This would be the alternative to the present method 
of having a large number of questions of organic law and many ques
tions of authorization to incur liabilities—which at the present time 
run some $300,000,000 ahead of appropriations—settled in a com
mittee on appropriations and brought in as riders on the appropri
ation bills at the end of sessions, when no one has time or opportunity 
to consider, even in general, what the thousands of items in appropri
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ation acts contain. After the question had been settled as to what 
work would be undertaken during a definite period, the appropri
ation bill authorizing it, in my opinion, should indicate what part or 
what project or improvement would be financed out of bond issues 
and what part would be financed out of the general fund. In so far 
as projects are to be financed out of the general fund, there should 
be a limitation placed on the appropriation so made, to the effect that 
no contract shall be let by the administrative ofRcer under whose 
jurisdiction the improvement is to be made unless the estimated rev
enues of the year, together with the surplus and the general fund, 
after providing for legal reserves and estimated current expenses and 
fixed charges, as determined by the Secretary of the Treasury, are 
adequate to meet the obligations to be incurred under such contract. 
This would admit of administrative curtailment of contracts against 
revenues automatically in case, from loss of expected revenues, the 
general-fund cash surplus of the Treasury should disappear.

CHANGES IN ORGANIZATION NEEDED TO PREPARE AND 
CONSIDER A BUDGET.

The Government is not only in the position of having gone along 
for a century without a budget, but, what is at this time even more 
to the point, it has not the organic means either for preparing or for 
considering one. In the executive branch there is no established 
agency which may be utilized for assembling the data required 
for the preparation of budget summaries. The law governing 
estimates requires that they be prepared and submitted by various 
heads of departments and independent establishments without execu
tive review or revision; this makes it impossible to submit a budget 
unless the President does it on his own initiative. In Congress nine 
standing committees are charged with formulating bills for appro
priation; a tenth committee is charged with formulating plans for 
raising revenue; still other committees, with an entirely different 
membership, are organized for reviewing the Government expendi
tures. There is little provision made for giving coincidence of time 
to their action or for correlating the results of their work, and in 
many instances what is attempted to be done through appropriation 
bills prepared by one committee is undone through the appropriation 
bills prepared by another.

RECOM M ENDATION FOR A  BU REAU  OF CENTRAL AD M IN IST R A TIV E  CONTROL.

First in the list of proposed changes in law setting forth what 
legislation should be enacted in order to enable the administration 
to transact the public business with greater economy and efficiency
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is a recommendation for the establishment of a Bureau of Central 
Administrative Control, with a comptroller at the head who would be 
responsible to the President and to Congress. Concretely the pro
posal is to consolidate the six auditors' ofRces as well as the office 
of the Comptroller of the Treasury and the other central accounting 
ofBces of the Government in one executive bureau, and thereby, with
out increasing cost, to provide for a central accounting, auditing, and 
reporting organization which would include among its activities the 
preparation of a budget supported by a book of estimates and a 
consolidated financial report for the Government. This agency 
would also serve in the capacity of an independent agency for the 
preparation of special reports when requested either by the Con
gress or by the President.

T H E  NEED FOR A BUDGET COM M ITTEE.

While it is with much hesitation that I suggest any change in 
committee organization in Congress, it seems to me to be highly 
desirable to have some provision, such as has been frequently sug
gested by Members on the floor, whereby a budget committee may 
be established as a final clearing house through which all the recom
mendations of the committees having to do with revenues and 
expenditures shall pass before they take the form, of a definite bill. 
The special reason which I  have for urging such a cofnmittee is that 
at present the administration is seriously handicapped by not being 
able to take up proposals or constructive measures affecting any  ̂
particular department with any one body or committee which will 
undertake to consider them in all their aspects. For example, the 
War Department finds it necessary to deal with committees and 
subcommittees which have charge of the legislative, executive, and 
judicial bill, the sundry civil bill, the Army bill, the fortifications 
bill, the Military Academy bill, the river and harbor bill, besides 
committees in which various special bills and resolutions and the 
various recurrent appropriations may originate. The Interior De
partment finds it necessary to deal with committees which have in 
charge the legislative, executive, and judicial bill, the sundry civil 
bill, the Indian bill, and the pension bill. The Navy Department 
Ends it necessary to carry its estimates before two different standing 
committees to be considered in three different bills. Neither do 
ofHcers of the administration find it possible to get the whole of a 
particular subject before any one committee. The subject of trans
portation and communication (other than postal service) must be 
considered by the Appropriations Committee, Agricultural Com
mittee, Committee on Foreign Affairs, Committee on Military Affairs, 
Committee on Naval Affairs, Rivers and Harbors Committee, and
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4 4 MESSAGE OF THE PRESIDENT.

the Committee on Post CMRces and Post Roads. Estimates for 
public health must go before three different committees, etc. For 
these reasons I  am recommending not only that the administration 
be provided with adequate means for obtaining the information 
necessary to the executive direction and control of public business and 
the formulation and submission of a budget, but that Congress also 
make some organic provision whereby the administrative and legis
lative branch may coordinate their efforts in the development of the 
future activities of the Government as well as for the determination 
of the expenditures needed for the current transaction of its business.

WM. H . TAFT.
THE WHITE HOUSE, %%?,
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