
MESSAGE TRANSMITTING THE BUDGET.

To t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  :
I transmit herewith the Budget of the United States for the fiscal year ending June 30, 1925. In making this 

submission it is felt that the present is a peculiarly appropriate time briefly to review the fiscal experience of the 
country since the beginning of the World War.

The beginning of the war marked also the beginning of a period of unprecedented and unexampled public expendi
ture not only by our own but by well-nigh all the nations of the world. The great weight of the fiscal burden that 
our own country has borne since our entrance into the war is suggested by the statement that our part in the great 
conflict cost the nation roundly forty billions of dollars. While the war was in progress, by dint of the patriotic willing
ness of the people to pay heavy taxes, it was possible to meet from current revenues about twenty-five per cent of the 
war costs. This in itself was a remarkable accomplishment— I believe without parallel in any of the other warring 
countries.

The public debt at the beginning of the war amounted to about a billion dollars. At the close of August, 1919, 
it reached its highest point, approximately $26,500,000,000. From that point it has since been reduced until it now 
totals about $22,000,000,000.

The American people have given a truly magnificent demonstration of patience and patriotism during the years 
in which they have borne this burden. In less than seven years, to put the matter very briefly, we have spent forty 
billion dollars and we have paid off from current revenues eighteen billion dollars, or nearly half of the amount. Cer
tainly the nation, which has thus patiently persisted in meeting the enormous burden of governmental costs, is en
titled at the earliest possible moment to the largest measure of relief from these burdens that can possibly be accorded. 
I am convinced that the time has now come to extend this relief through a substantial reduction of taxation, and the 
fiscal program which is crystallized in the Budget estimates which are herewith transmitted to the Congress is based 
on this purpose.

We are all familiar with the fact that the larger part of the tax burden arises not from the exactions of the Federal 
Government but from the governmental costs of the States and municipalities. President Harding, in his address on 
taxation and government costs at Salt Lake City last June, pointed out that for the year 1922 approximately sixty 
per cent of all taxes collected throughout the nation were for the States, cities, and other local taxing bodies. It is 
therefore highly desirable that an example of determined and insistent economy be set by the Federal Government for 
the sake of its influence upon every body which possesses the authority to levy taxes. I am firmly persuaded that if 
the National Government will reduce its expenditures and its levies under the program which is presented to you 
herewith, it will have a highly salutary effect in inducing greater economies in all other departments of public taxation. 
A definite recommendation for tax reduction is made later in this message.

The Budget transmitted herewith is summarized in the following statement:

Budget Summary.
[Exclusive of postal revenues and postal expenditures paid from postal revenues.]

Estimated, 1925. Estimated, 1924. Actual, 1923.

Total receipts................................................................................................................... $3,693,762,078 

3,298,080,444

$3,894,677, 712 

3, 565,038,088

$4,007,135, 480 

3, 697,478,020
Total expenditures (including reduction of the public debt required by law to be 

made from ordinary receipts).......................................................................................

Excess of receipts *............. ....................... ...................... *........ ............. . 395,681,634 329. 639, 624 309, 657,460

In the Budget for the fiscal year ending June 30, 1924, transmitted to Congress December 4, 1922, the estimated 
receipts for the fiscal year 1923 were $3,429,862,959, and the estimated expenditures $3,703,801,671, thus forecasting 
an apparent excess of expenditures over receipts of $273,938,712. President Harding, in referring to this estimated 
deficiency, said:

I am hopeful, however, that the condition on which this estimate is predicated will change for the betted 
in the ensuing months of the fiscal year and that the close of the year will show a balanced budget/

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

1925



VI THE BUDGET, 1925.

This hope was justified. At the close of business June 30, 1923, the actual receipts for the year were $4,007,135- 
480, and the actual expenditures $3,697,478,020, an excess of receipts over expenditures of $309,657,460. This 
fortunate transition from an apparent deficit to a large surplus, while greatly aided by an unexpected increase in 
receipts, was due in no small measure to the efforts of the individual departments and establishments of the Govern
ment and to the spirit of cooperation shown by them in carrying out the economy policies of the President.

The estimates made at the time of the presentation of the Budget in December, 1922, indicated that for 1924 
the receipts would be $3,361,812,359 and the expenditures $3,180,843,234, making an excess of receipts over expend
itures of $180,969,125. The revised estimates recently made indicate that the receipts for the current year will be 
$3,894,677,712 and the expenditures $3,565,038,088, making an excess of receipts over expenditures of $329,639,624.

For the fiscal year 1925 it is estimated that the total ordinary receipts from all sources, excluding the Postal 
Service, will be $3,693,762,078. This is $313,373,402 less than the actual receipts for 1923 and $200,915,634 less 
than the estimated receipts for 1924.

The expenditures during the fiscal year 1923 were $3,697,478,020 compared with $3,795,302,499 for 1922, a reduc
tion of more than $97,000,000. Included in the 1923 expenditures, however, were certain items appearing also 
among the receipts for the purposes of clearness in accounting. To get an accurate comparison between the expendi
tures for the two years, it is necessary to deduct the sum of these items from the gross expenditures of 1923, which 
are reduced to $3,532,269,266.32. This shows a reduction of approximately $263,000,000 below the expenditures 
for 1922.

It is estimated that the expenditures for 1924 will be $3,565,038,088, which is $132,439,932 less than the expendi
tures for 1923.

The estimate of expenditures for 1925 is $3,298,080,444, which is $266,957,644 less than the estimated expendi
tures for 1924. By expenditures for 1925 is meant the amount it is estimated will be withdrawn from the Treasury 
during the year ending June 30, 1925. This is to be distinguished from the estimate of appropriations for the same 
year. Withdrawals during the fiscal year will be from funds heretofore appropriated as well as from appropriations 
recommended in the Budget. Furthermore, a portion of the money to be appropriated for 1925 will not be with
drawn from the Treasury until after the close of that fiscal year.

The foregoing does not include expenditures for the Postal Service and the Post Office Department payable from 
postal revenues. Such expenditures for the fiscal year 1923 were $570,823,232. A deficiency of $32,526,915, payable 
from ordinary receipts, is included in the ordinary expenditures hereinbefore mentioned. The estimated expendi
tures from postal revenues during 1924 are $593,309,673. An estimated deficiency of $24,679,673 is included in the 
estimated ordinary expenditures for 1924. The estimated expenditures from postal revenues for 1925 are $613,295,184. 
It is estimated that the postal expenditures for that year will exceed postal revenues by $2,085,184.

This brings us to the estimates of appropriations contained in this Budget. The Executive instructions governing 
the preparation of these estimates called for a substantial reduction as compared with the appropriations for 1924. 
This was essential to a continuation of the policy of strict and drastic economy. That is the administration's undebat- 
able policy. It has been adhered to unswervingly in the past and we shall hew to the line in the future.

The estimates of appropriations appearing in this Budget for 1925, exclusive of the estimate for the Post Office 
Department, amount to $3,018,069,946.06, which is $260,365,022.56 less than the appropriations for 1924.

I give below a comparative statement of the estimates of appropriations for 1925 and the appropriations for 1924.

Comparative statement of estimates of appropriations for 1925 and appropriations for 1924.

Estimates of appropriar 
tions, 1925. Appropriations, 1924.

Legislative establishment..............................................
Executive Office............................................................
Independent offices:

Civil Service Commission.......................................
Employees7 Compensation Commission..................
Federal Board for Vocational Education..........
Federal Trade Commission.....................................
General Accounting Office......................................
Housing Corporation................................................
Interstate Commerce Commission...........................
Shipping Board and Emergency Fleet Corporation
State, War, and Navy Department Buildings.......
Tariff Commission.................. ............................
United States Veterans* Bureau.............................
Other independent offices.......................................

Department of Agriculture........... .................................
Department of Commerce.............................................
Department of the Interior........... . ...............................
Department of Justice....................................................

$13,783, 836. 25
397,847. 50

949.116.00 
2,656, 260. 00 
6,380,000. 00

950,000. 00 
3,724, 612. 00

808.100.00 
4,262,284. 00

30, 344, 000. 00 
2, 306, 215.00

681, 980.00 
349, 065, 000. 00 

2, 656, 018.45 
69,590,575. 00 
24,048,025. 00 

299,312, 600.06 
21,378,456.00

114, 416, 911. 60 
445, 770. 00

990, 895. 00
2, 450,500. 00 
6, 427,000. 00 
1,010, 000. 00
3, 870, 801. 00 

920,450. 00
5,203,860. 00 

50, 411, 500. 00 
2,412,124. 00 

742,000. 00 
431, 514,053. 00 

1, 931,350. 74
85.061.453.00
21.145.957.00 

325, 872,078. 00
19.253.506.00
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MESSAGE TRANSMITTING THE BUDGET. VII

Comparative statement of estimates of appropriations for 1925 and appropriations for 1924—Continued.

Estimates of appropria
tions, 1925. Appropriations, 1924.

Department of T^hnr. _ r, . ______________________ , ________________T____T______ , _________________ $6, 702,576. 51 
278,499,054. 00

$7, 476, 896. 00 
297, 097, 250. 00 

11, 520. 00 
15, 306, 665. 50 

157, 214, 895. 78 
349,192, 582. 00 
26, 086, 825. 00

Navy DppftrtrnAnt_____________________________________________________________________________ _____
Post Office Department, payable from the Treasury........................... ............................................................
State Department............................. . ..................... . ................................................................................................. 14,988,446.29 

148, 986, 065. 00 
336, 441, 092. 00 

26, 879, 812. 00

Treasury Department................................................................................. ...............................................................
War Dppart.mpnt, including Panama Canal ____ _____________ ___________________________________
District of Columbia....................................................................................................................................................

Ordinary.............................................................................................................................................................. 1,645,791,971. 06 1, 826, 466, 843. 62

Reduction in principal of the public debt:
Sinking fund..................................................................................................................................... 310, 000, 000. 00 297,144, 300. 00 

37, 854, 500. 00 
10, 000, 000. 00 
6, 000, 000. 00

160, 969,325. 00

Purchase of Liberty bonds from foreign repayments.......................................................................
Redemption of bonds and notes from estate taxes........................................................................... 6, 000, 000. 00 

6, 000, 000. 00

160, 277, 975. 00

Redemption of securities from Federal reserve bank franchise tax receipts...................................
Redemption of bonds, etc., received as repayments of principal and as interest payments on 

obligations of foreign Governments...............................................................................................

Principal of the public debt............................................................................................................. 482, 277. 975. 00 
890,000,000. 00

511, 968,125. 00 
940,000, 000. 00Interest on the public debt.............................................................................................................

Total payable from the Treasury.................................................................................................. 3,018,069, 946. 06 
613,093,183. 50

3, 278,434, 968. 62 
585, 210, 239. 50Post Office Department and Postal Service, payable from postal revenues....................................

Total, including Post Office Department and Postal Service....................................................... 3, 631,163,129. 56 3, 863, 645, 208.12

The estimates of appropriations for the Department of Justice show an increase of something more than 
$2,000,000 above the estimates contained in the Budget for 1924. Probably to a much greater extent than any other 
executive department, the Department of Justice involves activities which are not subject to administrative control 
as regards expenditures. Due to this condition the practice for a great many years has been to present estimates 
of appropriations for the Department of Justice which were known to be less than the amount which would eventually 
be required for the service of the fiscal year to which they pertained and to follow these annual estimates with supple
mental estimates when the fiscal year was well under wav and the needs could be more accurately determined. This 
practice was known to and sanctioned by Congress. The estimates for the fiscal year 1925 are in an amount which 
it is believed will cover in full the requirements of the Department of Justice for that fiscal year. This change in 
practice operates to increase the Budget something more than $2,000,000 over what the total of the Budget estimates 
would be if the old practice had been continued, but it presents a truer picture of the estimated requirements of this 
Department which is in accord with the principles of proper budgeting.

The estimate for the Department of Commerce includes $3,500,000 for the decennial Census of Agriculture, re
quired by act of Congress approved March 3, 1919.

For prohibition enforcement the Congress has appropriated for the current fiscal year ending June 30, 1924, 
an amount which provides an executive unit of 700, directorates for the several States, and a field force of 1,522. A 
considerably enlarged field force should be provided for prohibition enforcement, and to meet this requirement the 
estimates of appropriations for the prohibition unit for the fiscal year 1925 are something more than $1,600,000 in 
excess of appropriations for the current fiscal year. In my annual message I am presenting to Congress the need 
for a material increase in the personnel and equipment of the United States Coast Guard for the purpose of com
bating more thoroughly rum-running and unlawful importations. I mention this here for the reason that I will 
shortly present to Congress a supplemental estimate of appropriations for the Coast Guard of approximately 
$20,000,000, mainly for additional vessels and boats, for the current fiscal year which, if granted, will be followed 
by a request for a further appropriation of approximately $6,000,000 for the coming fiscal year.

The estimates of appropriations contained in the Budget include amounts to cover the classification of civilian 
positions within the District of Columbia as required by the act of Congress approved March 4, 1923. The amounts 
involved in the classification are also reflected in the estimates of expenditures contained in the Budget. The Budget 
contains a statement giving a detailed summary and comparison of the Budget estimates of appropriations with 
the expenditures for 1924 as regards the personnel of the departments and establishments in the District of Columbia.

The gross public debt, which on June 30, 1922, was $22,963,381,708.31, on June 30, 1923, was $22,349,707,365.36, 
a reduction of $613,674,342.95 during 1923. The total of this reduction was made up first, in the amount of 
$402,850,491.10, through the cumulative sinking fund and other public debt expenditures payable from certain 
specific receipts; and second, in the amount of $210,823,851.85, from the surplus of $309,657,460.30 of ordinary 
receipts over expenditures for the year. The balance of this surplus, $98,833,608.45, was added to the net balance in
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VIII THE BUDGET, 1925.

the general fund of the Treasury, which was thus increased from $272,105,512.63 at the commencement of the year, 
to $370,939,121.08 at the end of the year.

During the next five years there mature $4,000,000,000 of Treasury notes and about $3,400,000,000 of third 
Liberty bonds, a total of $7,400,000,000. The ordinary sinking fund will take care of about $1,600,000,000 in the 
five years, leaving between $5,000,000,000 and $6,000,000,000 of Government securities to be refunded.

The debt agreement with the British Government, concluded on June 19, 1923, involves a payment of approxi
mately $160,000,000, principal and interest, each year, and in accordnace with the terms of the agreement, these 
payments may be made in bonds of the United States issued since April 6,1917. Such bonds, when so used in payment, 
are canceled and retired, but this is not likely to affect the earlier maturing debt referred to above, because the bonds 
tendered in payment by the British Government will probably be those of longer term which are now lower in price. 
If future adjustments are made with other foreign Governments, the United States debt may be affected, but for 
some years to come the principal reliance on debt reduction must be the sinking fund, and the specific receipts referred 
to above.

The fiscal year 1923 was closed with a surplus of more than three hundred million dollars. For 1924 the fore
cast is that the ordinary receipts will exceed the expenditures chargeable thereto, including our fixed-debt charges, 
by $329,000,000. The surplus for the next fiscal year, 1925, under present revenue laws, is estimated at $395,000,000. 
Joint executive and legislative action has demonstrated what united effort can do toward reducing expenditures, 
and the results certainly justify the view that we can stand a reduction in our ordinary receipts and still achieve a 
balanced Budget. This, of course, will be possible only if the present pressure and coordinated effort for economy 
in our public expenditures be continued without relaxation and there be no embarkation upon any extraordinary 
expenditure program. I have in mind that the taxpayers are the stockholders of the business corporation of the 
United States, and that if this business is showing a surplus of receipts, the taxpayers should share therein in some 
material way that will be of immediate benefit.

Having in mind that the Budget and Accounting Act, 1921, contemplates that the Chief Executive, under the 
fortunate situation in which we now find ourselves, shall make such recommendations as in his opinion the public 
interests require, I recommend a revision of tax laws along lines which will effect a reduction of income taxes by 
taxing earned income more lightly than income from business or from investments; by reducing the percentages of 
the normal tax, and by reducing the surtax rates, with commencement of their application at $10,000 instead of 
$6,000. I also recommend repeal of the tax on telegrams, telephones, and leased wires, and of the tax on admissions, 
and revision of the miscellaneous taxes which are a source#of inconvenience to taxpayers, and difficult to collect. 
On the other hand, amendments which would cause some increase of revenue should also be made to existing income 
tax laws relative to deductions of capital losses; deductions from gross income for interest paid and nonbusiness losses 
sustained, where income from tax-exempt securities is involved; and the manner of taxing community incomes. These 
changes would reduce taxes by more than $300,000,000, which is safely within the probable surplus.

It would not take much, however, to exhaust this margin, and any program of new expenditure on a large scale 
would make tax reduction impossible for years to come.

I know of nothing which will give the people of this nation greater assurance that we are unalterably committed 
to a campaign of economy in public expenditure than a reduction of our present taxation. It will take from the 
realm of debate plans which contemplate extravagant expenditures or expansions of the business of Government be
yond those necessary to keep pace with a growing nation and fix as the measure of our requirements an amount which 
will represent what is actually necessary to carry on efficiently the proper business and functions of Government and 
meet our fixed debt charges payable out of current revenue. It would certainly tend to align the whole people in 
support of economical administration of Government, and I frankly state that such an alignment is becoming every 
day more and more necessary because of the influence which it will have upon the States and the other lesser subdivi
sions of our body politic.

In stating that a reduction in taxation carries with it an obligation not to embark upon an extraordinary 
expenditure program, I am not unmindful of the demand for adjusted compensation for soldiers of the World War, 
which would include among its beneficiaries the able-bodied of our veterans as well as the disabled. I question if 
there is any sound reason for such a measure. The country is prosperous, and remunerative employment is avail
able for the able-bodied veterans as well as for other citizens. For the disabled veterans of the war and the dependents 
of those who fell the country can not do too much. It has already spent nearly two billions of dollars and is now 
spending nearly half a billion dollars yearly in their behalf. That obligation it must and will continue to fulfill in 
fullest measure, and it is one of the most important of the duties and privileges of the Chief Executive to minister 
to the wants and needs of these wards and creditors of the nation. But the fit and able-bodied veterans are offered 
the opportunities open to every other citizen. The Government has no money to distribute to any class of its citizens 
that it does not take from the pockets of the people And the payment of a bonus to millions of our former soldiers 
could only be accomplished at a cost to the whole community, including the veterans themselves, far outweighing the
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MESSAGE TRANSMITTING THE BUDGET. IX
benefits intended to be conferred. If I felt that a soldiers’ bonus represented a great need and a proper obligation 
which should be fulfilled by this nation, I certainly would not make a recommendation which would be adverse thereto.

We have now reached a point in our financial program where we can lighten the tax burden of the people, which 
is ail added reason for taking a firm stand against any and all programs of spending that would tend to absorb the 
expected margin between receipts and expenditures.

I also recommend the enactment of legislation which will authorize a reasonable progressive building program 
to meet the needs of the executive departments and establishments of the Government in the District of Columbia. 
All of the permanent and semipermanent buildings are more or less crowded, with an overflow which of necessity 
is housed in temporary buildings erected during the period of the late emergency. A program authorizing an 
expenditure of not exceeding $5,000,000 annually for a period of years would operate to gradually relieve the existing 
unfortunate situation and in the course of time give adequate accommodations to the departments and establishments.

T h e  W h i t e  H o u s e ,
December 3, 1923.

Calvin  Coolidge
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MESSAGE TRANSMITTING THE BUDGET

T o the  Congress of the  U nited  St a t e s :
I transmit herewith the Budget of the United States for the fiscal year ending June 30, 1926. The receipts and 

expenditures shown in detail in the Budget are summarized in the following statement:

Summary

Estimated, 1926 Estimated, 1925 Actual, 1924

Total receipts. _ _ . _ _ _ __  __
Total expenditures (including reduction of the public debt required by ! 

law to be made from ordinarv leceipts)__________

$3, 641, 295, 092. 00 

3, 267, 551, 378. 00

$3, 601, 968, 297. 00 
3, 534, 083, 808. 00

$4, 012, 044, 701. 65 

3, 506, 677, 715. 34

Excess of receipts________ ______ . _ .......... 373, 743, 714. 00 67, 884, 489. 00 505, 366, 986. 31

In transmitting to Congress December 3, 1923, the Budget for the fiscal year ending June 30, 1925, I recom
mended that taxes be reduced. This recommendation was warranted by the statement of our finances as presented 
to Congress in that Budget. It was there estimated that under the tax laws then in force the surplus of receipts over 
expenditures would be $329,639,624 for the fiscal year 1924 and $395,681,634 for the fiscal year 1925. Taxes have 
been reduced. The benefits to the people of this reduction went back to the commencement of the calendar year 
January 1, 1923. The confidence of the Chief Executive and of the Congress that our revenues could be safely reduced 
has been fully justified. The fiscal year which ended June 30, 1924, was closed with a surplus of receipts over expendi
tures of $505,366,000. This was $175,727,000 in excess of the estimate made on December 3, 1923. Increase of 
$117,367,000 in receipts and decrease of $58,360,000 in expenditures produced this unexpected additional surplus of 
$175,727,000.

We have now completed five months of the current fiscal year, which ends June 30, 1925. This affords an index 
of the probable reduction in our revenues under the current tax law. It also affords an index of the limits, within 
which our expenditures can be kept under the continuing policy of economy. A revision of the estimate of receipts 
and expenditures for the fiscal year ending June 30, 1925, indicates to-day that the receipts will be $3,601,968,297 
and the expenditures $3,534,083,808. This forecasts a surplus of receipts over expenditures for the current fiscal year 
of $67,884,489. This estimate is most significant. On the one hand, we anticipate receiving this year $400,000,000 
less revenue than we had last year, due principally to the reduction in taxes. On the other hand, we must provide 
$114,000,000 for the extraordinary increase in expenditures made necessary by the World War adjusted compensation 
act. Yet we are confident that the year will be closed with a surplus of more than $67,000,000. Our aim should be 
not only to conserve this prospective surplus but to add to it.

For the fiscal year 1926 it is estimated that the ordinary receipts will be $3,641,295,092 and the expenditures 
$3,267,551,378. This indicates a surplus of $373,743,714. In addition to these receipts and expenditures it is esti
mated that the postal receipts will be $647,410,000 and the expenditures chargeable thereto $637,376,005. This 
forecasts a surplus in postal revenue of $10,033,995, which amount is included in the estimated general surplus of 
$373,743,714.

We come now to the estimates of appropriations contained in this Budget. The Chief Executive is pledged to 
economy in the requests he makes upon Congress for funds for the executive branch of the Government. This pledge 
is kept in these estimates of appropriations. They call for a total of $3,092,143,841.48, exclusive of the Postal Service. 
A fair comparison of the estimates of appropriations for 1926 with the appropriations actually made for 1925 should 
include the supplemental estimates for 1925 which were presented to Congress for consideration in the second deficiency 
bill, fiscal year 1924, and the bill to adjust compensation of employees in certain of the field services. These two 
bills failed of enactment before the adjournment of Congress June 7, 1924. In the following table a comparison
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VI THE BUDGET, 1926

is made of the estimates of appropriations for 1926 with the appropriations actually made for 1925 and the supplemental 
estimates submitted for that year which are awaiting final legislative consideration:

Estimates of appropriations for 1926 compared with appropriations for 1925} plus supplemental estimates for 1925 which
are awaiting finhl legislative consideration

Estimates of appropria
tions, 1926

Legislative establishment--------------------------------------
Executive Office________ .. _____ __________________
Independent offices:

Civil Service Commission___________ _ — ___
Employees' Compensation Commission________
Federal Board for Vocational Education_______
Federal Trade Commission___ , ______________
General Accounting Office_____  __________
Housing Corporation___  ________ ___ _______
Interstate Commerce Commission_____________
Shipping Board and Emergency Fleet Corpora

tion. _______ ______ ______ __________________
State, War, and Navy Department Buildings.
Tariff Commission___________________________
Smithsonian Institution and National Museum..
United States Veterans’ Bureau_____ ________
Other independent offices........... ............. .............

Department of Agriculture_______________________
Department of Commerce________________________
Department of the Interior_______________________
Department of Justice____________________________
Department of Labor_____________________________
Navy Departments______________________________
State Department________________________________
Treasury Department____________________________
War Department, including Panama Canal________
District of Columbia____________________________ _

$15, 094, 545. 80 
439, 960. 00

997, 375. 00
2, 301, 500. 00 
8, 222, 270. 00

950, 000. 00
3, 701, 960. 00 

743, 915. 00
4, 913, 500. 00

Appropriations, 1925 Supplemental estimates 
submitted for 1925 Total for 1925

$14, 229, 816. 00 
397, 847. 50

947, 115. 00 j 
2, 650, 600. 00 |_ 
6, 380, 000. 00 ! 
1, 010, 000. 00
3, 724, 612. 00 

808, 100. 00
4, 272, 284. 00

$50, 000. 00 
43, 520. 00
64, 920. 00 ;

"944 6̂66/66 !_ I
75, 240. 00 j 
74, 315. 00 

369, 580. 00 1

$14, 279, 816. 00 
441, 367. 50

1, 012, 035. 00
2, 650, 600. 00 
7, 324, 000. 00 
1, 010, 000. 00
3, 799, 852. 00 

882, 415. 00
4, 641, 864. 00

24, 330, 
2, 342, 

721, 
817, 

405, 700, 
1,578, 

140, 092, 
22, 741, 

267, 785, 
24, 917, 
8, 335, 

289, 783, 
16, 130, 

163, 847, 
338, 551, 
32, 335,

000. 00 
880. 00 
500. 00 
890. 00 
000, 00 
045. 00 
750. 00 
514. 00 
596. 17 
822. 00 
260. 00 
978. 00 
652. 51 
741. 00 
230. 00 
827. 00

30, 344, 
2, 433, 

681, 
869, 

349, 065, 
1, 777, 

70, 956, 
23, 942, 

290, 473, 
21, 371, 
7, 981, 

277, 208, 
15, 027, 

147, 414, 
334, 553, 

27, 682,

000. 00 
115. 00 I  
980. 00 
101. 66 
000. 00 
186. 79 
024. 00 
905. 00 
724. 06 i 
430. 00 
516. 51 
327. 00 ; 
646. 29 
605. 00 | 
786. 13 i 
067. 00

1, 260. 00

135, 892, 
30, 

7, 091, 
1, 904, 
3, 845,
1, 258, 

694, 
498, 
737,

33, 243, 
12, 599,
2, 672,

898. 00 
000. 00 
162. 00 
650. 00 
439. 80 
186. 50 
829. 96 
930. 00 
110. 00 
495. 00 
808. 54 
048. 21

30, 344, 
2, 433, 

683, 
869, 

484, 957, 
1, 807, 

78, 047, 
25, 847, 

294, 319, 
22, 629, 
8, 676, 

277, 707, 
15, 764, 

180, 658, 
347, 153, 

30, 354,

000. 00 
115. 00 
240. 00 
101. 66 
898. 00 
186. 79 
186. 00 
555. 00 
163. 86 
616. 50 
346. 47 
257. 00 
756. 29 
100. 00 
594. 67 
115. 21

Ordinary____________________ _____________  1, 777, 377, 711. 48
Reduction in principal of the public debt:

Sinking fund________________________________ :
Purchase of Liberty bonds from foreign repay

ments_________________________________
Redemption of bonds and notes from estate taxes.; 
Redemption of securities from Federal reserve j 

bank and Federal intermediate credit bank
franchise tax receipts____________________ _

Redemption of bonds, etc., received as repay
ments of principal and as interest payments 
on obligations of foreign Governments___

Principal of the public debt________________
Interest on the public debt_________________

323, 175, 000. 00

1, 636, 202, 788. 94 202, 091, 393. 01

"I

950, 000. 00 

160, 641, 130. 00

310, 000, 000. 00

208, 600. 00 
100, 000. 00

1, 152, 200. 00 

160, 345, 601. 00

1, 838, 294, 181. 95

Total payable from the Treasury-_____ _____
Post Office Department and Postal Service, 

payable from postal revenues_______________

Total, including Post Office Department 
and Postal Service__________ __________

484, 766, 130. 00 
880, 000, 000. 00

| 471, 806, 401. 00 
! 865, 000, 000. 00

3, 092, 143, 841. 48 

637, 376, 005. 00

2, 973, 009, 189. 94 

613,645,195.25

310, 000, 000. 00

208, 600. 00 
100, 000. 00

1, 152, 200. 00 

160, 345, 601. 00

202, 091, 393. 01

3, 729, 519, 846. 48 j 3> 586, 654, 385. 19 j 202, 091, 393. 01

471, 806, 401. 00 
865, 000, 000. 00

3, 175, 100,582. 95 

613, 645, 196. 25

3, 788, 745, 778. 20

For the national defense the estimates amount to $549,000,000, which is $29,000,000 less than the amount 
available this current fiscal year. These figures do not include nomnilitary items of the War and Navy Departments. 
This reduction is made in accordance with my belief that we can have adequate national defense with a more modest 
outlay of the taxpayers7 money. Further study may point the way to additional reduction without weakening our 
national defense, but rather perfecting it. This nation is at peace with the world. We no longer have international 
competition in naval construction of major units. We are concerned primarily with maintaining adequate pre
paredness. We should have adequate preparedness in 1926 within the limits of the amount recommended.

Aside from the important factor of training personnel oxir national defense is largely an industrial problem. 
To~day the outstanding weakness in the industrial situation as it kffects national defense is the inadequacy of facilities 
to supply air service needs. The airplane industry in this country at the present time is dependent almost entirely 
upon Government business. To strengthen this industry is to strengthen our national defense. For the air service 
of the Army and Navy, and the Air Mail Service, the estimates, including contract authorizations, amount to 
$38,945,000. This contemplates an expenditure with the industries of $18,287,000 for the procurement of airplanes, 
engines, and accessories. The remaining $20,658,000 is for maintenance, operation, experimentation and research.
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The amount of $38,945,000, however, does not include all that will be available for this service in 1926. Amounts 
contributing to the air service carried in other estimates, and usable war supplies, will make a total availability con
servatively estimated at $65,000,000.

The amount requested for national defense includes $50,118,000 for the Army and Navy Reserves, National 
Guard, Citizens’ Military Training Camps, and other civilian training activities.

There is also included in the national defense estimates $7,444,000 for increase of the Navy. This will provide 
for continuing work on the fleet submarines under construction and for beginning work on two of the four remaining 
fleet submarines authorized in the 1916 program. With regard to the Navy estimates, legislation is now pending 
which provides for additional vessels, including gunboats for use on the Yangtze River. Further estimates for in
crease in the Navy are dependent upon the enactment of this legislation. It will also be necessary to request of 
Congress legislation increasing the authorized cost of the two airplane carriers now under construction. If this be 
granted it will require funds for the next fiscal year not provided in the estimates contained in this Budget.

For rivers and harbors $56,237,600 is recommended. In this is included $40,000,000 for maintenance and im
provement of existing river and harbor works, $10,500,000 for flood control on the Mississippi and Sacramento Rivers, 
and $5,437,600 for the operation and maintenance of canals and the removal of wrecks and other obstructions. Of 
the $40,000,000 for maintenance and improvement of rivers and harbors, $21,973,915 is for new work and $17,241,575 
is for maintenance. This will make possible material progress on the most important projects approved by Congress.

It is estimated that $6,541,590 will be needed to complete Dam No. 2 at Muscle Shoals. Of this amount, 
$3,501,200 will be required this year. This will be covered by a supplemental estimate for 1925. The balance— 
$3,040,390—is provided for in these estimates.

There is included in these estimates $50,000,000 to be set aside in the adjusted service certificate fund established 
under the World War adjusted compensation act of May 19, 1924. This is for the second payment to the fund to 
be made January 1, 1926. For the first payment, due January 1, 1925, $100,000,000 is included in the deficiency bill 
now under consideration by Congress. The applications from veterans so far have been below the estimated number 
which the records indicate as entitled to the benefits of the act. If the two appropriations recommended be made, 
it is estimated there will be a sufficient amount in the fund on January 1, 1926, to meet the demands of the act. 
Should the number of applications increase beyond what present experience indicates as probable, there will be ample 
time to submit a supplemental estimate for the additional amount necessary before that date.

The estimates for salaries of civilian employees in the District of Columbia are in accordance with the provisions 
of the classification act approved March 4, 1923. For the field services the estimates for salaries are based on rates 
comparable with those for departmental employees in the District of Columbia.

For Federal aid to States the estimates provide in excess of $109,000,000. These subsidies are prescribed by law* 
I am convinced that the broadening of this field of activity is detrimental both to Federal and State Governments. 
Efficiency of Federal operations is impaired as their scope is unduly enlarged. Efficiency of State governments is 
impaired as they relinquish and turn over to the Federal Government responsibilities which are rightfully theirs. 
I am opposed to any expansion of these subsidies. My conviction is they can be curtailed with benefit to both the 
Federal and State Governments.

For reclamation purposes I am recommending $9,777,257 for 1926. It is highly desirable that the Congress, as 
a basis for this and other future reclamation expenditures, enact the legislation embodying new reclamation policies 
proposed in II. R. 9611, Sixty-eighth Congress, first session.

The gross public debt was reduced $1,098,894,375 during the fiscal year ended June 30, 1924, and stood at 
$21,250,812,989 on the latter date. This reduction was accomplished through (1) the application*of the sinking fund 
and other public debt retirements required to be made from ordinary receipts, aggregating $457,999,750; (2) a reduction 
in the general fund balance of $135,527,639; and (3) the use of the entire surplus of $505,366,986. The annual 
interest charges on the debt represented by this reduction are equivalent to over $45,000,000.

The total reduction in the debt since the high point of $26,594,000,000 on August 31, 1919, amounted to $5,343,-
000,000 at the close of the last fiscal year. This total reduction has effected a saving in interest amounting to approxi
mately $225,000,000 annually, a saving which equals nearly one-third of the total annual pre-war expenditures of the 
Government.

The fixed-debt charges are included in the regular Budget of the Government under a definite plan worked out 
soon after the close of the war for the gradual retirement of the public debt, and must be met before the Budget can 
balance. The most important of these fixed-debt charges is the cumulative sinking fund provided in the Victory 
Liberty Loan act. Retirements through this fund during the past fiscal year were about $296,000,000. The next 
items in size among the fixed-debt charges are the retirements of securities received from foreign governments under 
debt settlements and the purchases and retirements of securities from foreign repayments. These continuing reductions 
of the public debt have a very material effect in maintaining high prices for Liberty bonds. They permit the issuance 
of new Government securities for temporary and for refunding purposes at low interest rates, with consequent further
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economy in Government expenditures. Interest paid in the fiscal year 1924 amounted to $940,000,000. It is estimated 
that this item will be $865,000,000 in 1925 and $830,000,000 in 1926. This saving of $110,000,000 in two years is the 
result of the reduction in the amount of the debt and decrease in the average rate of interest paid. The sinking fund 
is a part of the contract between the United States and the holder of the United States obligation, and, therefore, can 
not in good faith be changed. The continual steady effect of these debt-reducing factors is to cut down the largest 
single item of government expenditure, and permit further reductions in the burden of taxation.

In my message transmitting the Budget for the fiscal year 1925 I recommended the enactment of legislation 
which would authorize a reasonable progressive building program to meet the needs of the executive departments and 
establishments of the Government in the District of Columbia. The situation is yearly becoming more acute even 
with full utilization of all Government-owned buildings, including the temporary buildings erected during the period 
of the late emergency. We are now spending something more than $670,000 per year for rental of buildings or parts 
of buildings in the District of Columbia. The present crowded condition is detrimental to efficiency. The fire 
hazard in the temporary buildings is great. An expenditure of $5,000,000 annually for a period of years would enable 
the present situation to be gradually relieved. A larger yearly expenditure would shorten the period during which 
full relief could be attained. During the last session of Congress a bill was introduced authorizing a yearly appropria
tion of not exceeding $10,000,000 for a progressive building program in the District of Columbia. This bill has my 
indorsement. I earnestly recommend its enactment by Congress.

I have recently appointed a commission to investigate agricultural conditions. The purpose of this was to 
determine what action, through legislation or otherwise, should be taken to place agriculture on a basis of economic 
equality with other industries. The findings and recommendations of the commission are for the use of the Congress. 
I mention this commission here for the reason that I will shortly submit to the Congress an estimate of appropriation 
to meet the expenses of the commission.

We are now in the fourth year of our campaign for reduction in the cost of Government. Our aim is to reduce the 
burden of taxes. In this we have been successful. For those things which we are now required to do we are fast 
reducing our expenditures to a minimum consistent with efficient service. We have before us an estimated surplus 
of $67,000,000 for the current fiscal year and $373,000,000 for the next fiscal year. Shall we embark upon new projects 
involving expenditures which will prevent the accumulation of these expected surpluses, or shall we continue the cam
paign for economy ? I am for economy. If we continue the campaign for economy we will pave the way for further 
reduction in taxes. This reduction can not be effected immediately. Before it is undertaken we should know more 
definitely by actual operation what our revenues will be under our present tax law. But the knowledge of our revenue 
under the existing law will avail us nothing if we embark upon any new Urge expenditure program.

Cal v in  Co o u d g e .
T h e  W h ite  H ou se , December i, 192Jh
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MESSAGE TRANSMITTING THE BUDGET

To the Congress of the United States:
Herewith is transmitted the Budget of the United States for the fiscal year ending June 30, 1928. The receipts 

and expenditures shown in detail in the Budget are summarized in the following statement:
Summary (exclusive of postal revenues and postal expenditures paid from postal revenues)

Estimated, 1028 Estimated, 1927 Actual, 1926

Receipts:
Customs______________________  ______________  ____ _________
Income tax__________ _____ _________________________ _______ - —

$601, 800, 000 . 0 0  
2, 090, 000, 000. 00 

568, 985, 000. 00 
511, 968, 077. 00

$616, 800, 0 0 0 . 00  
2, 190, 000, 000. 00 

619, 685, 000. 00 
600, 295, 688 . 00

$579, 430, 092. 86  
1, 982, 040, 088. 58 

855, 599, 289. 26 
545, 6 8 6 , 219. 44

3, 772, 753, 077. 00 

3, 572, 049, 214. 00

4, 026, 780, 6 8 8 . 00 

3, 643, 701, 593. 00

3, 962, 755, 690. 14 

3, 584, 987, 873. 50
Total expenditures (including reduction of the public debt required by 

law to be made from ordinary receipts)____ _______________________

Excess of receipts______  . .  . _______________________________ 200, 703, 863. 00 383, 079, 095. 00 377, 767, 816. 64

In carrying out the purposes of the Budget system so wisely prescribed by the Congress in June, 1921, the execu
tive branch and the legislative branch of the Government have been colaborers. It has been a great demonstration 
of cooperation made possible by our form of government. The results of this united effort have gone directly to 
the people of this Nation. The real object back of this united effort has been to make the greatest possible return 
to the people of the money which was taken from them to finance the World War. And this has been accomplished 
not to the detriment of the Federal service, not by the withholding of funds for necessary and worthy purposes, but 
to the advantage of that service and of the business of the people. It has required us to put our house in order and 
to provide for its management in a scientific business way, not alone for its current operations, but also for its future 
requirements.

In the span of a little more than five years there have been three substantial reductions in taxes. The direct 
result of this has been that the people have been permitted to retain more of their own earnings for their own use and 
productive investment. And from this, and probably to a greater extent than from any other cause, has come the 
great prosperity which now exists in almost all lines in this country.

In considering the question of further tax reduction there are many factors which should be taken into account. 
During the past five fiscal years the Treasury has had the benefit of receipts aggregating $950,000,000 representing 
returns from moneys theretofore expended by the United States, and, in addition, there has been received $400,000,000 
from income taxes for past years in excess of refunds. In the present fiscal year the net income from these items 
represents about $250,000,000 of our expected receipts. They are now about at an end, and in the fiscal year 1928 
it is estimated the net return from this source will amount to less than $50,000,000. We have come to the point, there
fore, where we will have to rely for the future entirely upon current taxes. The yield from current taxes of the Federal 
Government is measured by the prosperity of the American people. When business is good and national income is 
high, our revenue from income taxes based upon a percentage of income is also high. But should the national income 
decline, the Government would experience a material loss of revenue even under existing rates of tax. Miscellaneous 
taxes and customs duties are dependent upon the purchasing power of the people, which also is subject to variation 
with prosperity, and we must expect a decrease in Government revenue from these sources with any drop in the 
purchases of the American people. Under these conditions our estimated surplus of $200,000,000 for 1928 is none 
too large an operating margin in a business involving an annual expenditure of more than three and one-half billions 
of dollars payable from ordinary receipts, or more than four billions of dollars when we include our postal expendi
tures payable from postal receipts.

The revenue act of 1926 has been in effect but nine months, and the reduction in miscellaneous taxes has not 
yet been fully reflected in revenue. We have had too short an experience with the new law to permit an intelligent 
permanent reduction of tax rates. It must be clear to all that a permanent reduction of rates affects not only the 
current fiscal year, in which, as I have said, there are included nonrecurring items aggregating $250,000,000, but the 
next and succeeding fiscal years in which nonrecurring items will no longer be material and when current taxes may feel 
the effect of any change in our prosperity. Business can easily adjust itself to less expenses brought about by less 
taxes, but it is much more difficult to make an adjustment for more expenses made necessary by more taxes. This
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is particularly true with respect to Federal taxes, since the necessity of imposing additional taxes would arise from 
a decline in prosperity which would decrease governmental revenue below governmental expenditures, a decline 
which must also affect all taxpayers. Increased taxes to meet Government requirements would come at a time not 
of prosperity but of depression, and would aggravate the depression. For these reasons I do not advise the present 
session of Congress to reduce permanently our tax rates or abolish any particular tax. Each of the three reductions 
in taxes which have been enacted by the Congress since the fiscal year 1921 have been predicated on an assurance 
that our financial condition warranted it. No such assurance can be given to-day as a warrant for future permanent 
tax reduction.

With our still enormous national debt amounting to nearly nineteen and one-half billion dollars, a surplus can 
be no embarrassment, since it can be applied without difficulty to the reduction of the interest-bearing obliga
tions of the Government and thus effect a saving in interest costs. Interest is the largest single item of 
Government expenditure, and its decrease offers the most fruitful subject for permanent reduction of governmental 
expenditure. We have had since the close of the war an established program of debt reduction through the sinking 
fund and application of receipts from foreign-debt settlements. This should not be disturbed. But surplus is a 
factor in debt reduction in addition to the items I have just mentioned. In considering the question of a lessening 
of the surplus for the current fiscal year it is necessary to weigh the desirability in the present of temporary relief to 
the American taxpayer against desirability in the future of greater debt reduction now. Should Congress be of the 
opinion that the surplus estimated for the current fiscal year based upon receipts expected to be received under the 
existing law is too large, then I suggest a temporary tax reduction measure which will cut down this expected surplus 
by leaving the excess in the pockets of the American taxpayers.

In determining the form such temporary tax reduction should take, if the Congress proposes one, I believe we 
should adopt the simplest practical plan which will do equity. It is administratively difficult to consider any arrange
ment affecting the December 15, 1926, tax payment. Many individuals have already paid their income tases in 
full, and time is too short for action by Congress and by the Bureau of Internal Revenue before the December payment; 
It would not be practicable, either, to postpone the date of the December payment, since there are $452,000,000 of 
United States certificates of indebtedness maturing on December 15, 1926, and the Treasury is relying upon cash to 
be received during that month to assist it in meeting this maturity. It has seemed to me, therefore, that the most 
practicable way of preventing the accumulation by the close of this fiscal year of a surplus larger than the Congress 
deems desirable is to authorize a reduction in the taxes which become due in the first six months of the next year; 
that is, a reduction on the quarterly tax payments due March 15 and June 15, 1927. The amount of this relief should 
depend upon the surplus which Congress may desire to divert from debt reduction to tax reduction. It is a problem 
on which the House under the Constitution must originate action.

With the experience of another year’s test of the revenue act of 1926, and with a more accurate knowledge which 
the year will give of what the future has in store for a continuance of our prosperity, we can determine what our per
manent policy of taxation shall be. In times of peace we must meet governmental expenditures out of governmental 
revenues. We should not take by taxation more than our requirements. But also we should not take less than 
our requirements. ,

In the Budget for the fiscal year ending June 30, 1927, transmitted to the Congress December 7, 1925, the esti
mated receipts for the fiscal year 1926 were $3,880,716,942 and the estimated expenditures $3,618,675,186. Actual 
receipts for that year were $3,962,755,690.14, while actual expenditures totaled but $3,584,987,873.50—an increase 
of $82,038,748.14 in receipts over the Budget estimate, and a decrease in expenditure of $33,687,312.50 below that 
estimate, which is approximately 1 per cent of the total expenditure. This increase in receipts and reduction in 
expenditure increased the estimated surplus by $115,726,060.64—from $262,041,756, the Budget estimate, to 
$377,767,816.64, the actual surplus.

This brings us to the current fiscal year, of which five full months are now completed. The Budget for 1927 
forecast for that year receipts $3,824,530,203, and expenditures $3,494,222,308.44, and indicated a surplus tqi 
$330,307,894.56. This favorable forecast made one year ago now may be made even more favorable. With five 
months of the current year completed, the estimate is now that our receipts will amount to $4,026,780,688 and our 
expenditures, $3,643,701,593, thus forecasting a surplus of $383,079,095.

While the revised estimate for 1927 shows an increase of $52,771,200 in the surplus, it also shows a net increase 
of $149,500,000 in the estimated expenditure for that year.

This net increase embraces a number of items in which changes, both increases and decreases, have occurred in 
the year which has ensued since the original estimate was made. On the increase side of the new estimate the prin
cipal items are: Pensions, $41,000,000; construction of public buildings and vessels under the Treasury Department, 
$25,000,000; vocational rehabilitation, insurance and compensation under the Veterans’ Bureau, $41,000,000; public
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debt reduction, $50,000,000. The last-mentioned item was due to a corresponding increase in the estimated receipts 
of funds that are required by law to be applied to debt reduction as a result of new foreign funding agreements made 
during the year. The other items of increase are due principally to new legislation enacted during the year. On the 
decrease side the major items are adjusted service certificate fund, $24,000,000; increased receipts of the War Finance 
Corporation, applied to a reduction of expenditure, $15,000,000; and interest on public debt, $10,000,000. Part of 
the increase in estimated expenditure was provided by appropriations made during the last session of Congress. There 
remains to be provided at the present session of the Congress for the 1927 requirements of the Veterans’ Bureau 
$28,000,000, and for pensions $41,000,000.

We now come to the estimates of appropriations for the fiscal year 1928. These are summarized in the following 
statement, in which they are compared with the appropriations for the fiscal year 1927:

Estimates of appropriations for 1928 compared with appropriations for 1927

Estimates of appro
priations, 1928 Appropriations, 1927

Legislative establishment___________________________________

Executive Office - .--------- -------------------------------------- -----------—
Independent, establishments:

Alaska Relief Funds_________________________ .---------------
Alien Property Custodian_______________________________
American Battle Monuments Commission________________
Arlington Memorial Bridge Commission__________________
Board of Mediation______________ _____ _________________
Board of Tax Appeals__ _____ __________________________
Bureau of Efficiency------------------------------------------------------
Civil Service Commission_____ ______ ___________________
Commission of Fine Arts________________________________
Employees’ Compensation Commission............ . ............. .....
Federal Board for Vocational Education-......... ......... .........
Federal Power Commission______________________________
Federal Trade Commission______________________ _____ . .
General Accounting Office_______________________________
Housing Corporation____________________________________
Interstate Commerce Commission_____________________
National Advisory Committee for Aeronautics____________
Public Buildings Commission____________________________
Public Buildings and Public Parks of the National Capital.
Smithsonian Institution and National Museum— ............
Tariff Commission______________________________________
United States Geographic Board_________________________
United States Shipping Board___________________________
United States Veterans’ Bureau_________________________
Other independent offices, etc_____'______________________

Total, Executive Office and independent establishments.

Department of Agriculture________________
Department of Commerce________________
Department of the Interior_______________
Department of Justice------ -------- ---------------
Department of Labor_____________________
Navy Department________________________
State Department-------------------- ---------------
I ’rtMury Department____________________
War Department, including Panama Canal. 
District of Columbia___ _______ __________

Total ordinary .

$16, 174, 988. 76 $17, 834, 919. 57

2,

438, 460. 00

15, 000. 00 
98, 000. 00 

600, 000 . 0 0  
500, 000. 00 
390, 000. 00 
570, 000. 00 
210, 350. 00 
002, 742. 00 

7, 300. 00 
694, 740. 00 
165, 230. 00 
42, 500. 00 

984, 350. 00 
783, 000. 00 
564, 236. 00 
104, 967. 00 
523, 000. 00

819, 460. 00

12,
475,

422, 950. 00 
909, 871. 00 
682, 0 00 . 0 0  

3, 945. 00 
290, 000. 00 
400, 000. 00

520, 402, 641. 00

144,487, 
35, 240, 

285, 717, 
25, 895, 

8 , 558, 
313, 815, 

11, 969, 
170, 468, 
366, 722, 
38, 519,

820. 0 0  
430. 00
596.00 
349. 50
540.00 
500. 00 
119. 41 
45i 00 
142. 00 
869. 00

1,937,972,448. 67
Reduction in principal of the public debt:

Sinking fund_________________________________________________________________________ _
Redemption of securities from Federal reserve bank and Federal intermediate credit bank fran

chise tax receipts______________________________________________________________________
Redemption of bonds, etc., received as repayments of principal and as interest payments on 

obligations of foreign governments______________________________________________________

354, 157, 085. 00 

800, 0 0 0 . 0 0  

208, 672, 475. 93
Principal of the public debt. 
Interest on the public debt..

563, 629, 560. 93 
755, 000, 000. 00

Total payable from the Treasury__________ _________________________
Post Office Department and Postal Service, payable from postal revenues.

Total, including Post Office Department and Postal Service___________

3,256,602,009. 60 
757,969,115.00

4,014,571,124. 60

15, 
130, 
800, 

2, 500, 
> 285, 

614, 
210, 

1, 001, 
5,

2, 744, 
8, 210,

32,
997,

3, 859, 
673,

6 , 153, 
513, 
260, 

2,306, 
893, 
699,

24, 198, 
462, 965, 

161,

000. 00 
650. 00 000. 00 
000. 00 
220. 00 
224. 64 
350. 00 
592. 00 
295. 00 
540. 00 
620. 0 0  
400. 00 
000. 00 
960. 00 
398. 00 
157. 00 000. 00 000. 00 
850. 00 
301.00 000. 00 
345. 00 
574. 00 
000. 00 
000. 00

521, 049, 936. 64

139, 635, 
30, 632, 

252, 962, 
25, 628, 
9, 561, 

322, 061, 
17, 357, 

176, 637, 
354, 345, 
36, 532,

823. 00
847.00
318.00 
707. 00 
305. 00 
975. 00 
062. 64 
465. 63 
801. 16 
128. 0 0

1, 904, 240, 28a 64

336, 058, 208. 26 

1, 000, 000. 00 
232, 923, 596. 58

569, 981, 804. 84 
785, 000, 000. 00

3, 259, 222, 093. 48 
738, 805, 303. 00

3, 998, 027, 396. 48

i Appropriations for the Railroad Labor Board for 1927 were made available tor expenses of the Board of Mediation.
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This statement indicates that the estimates of appropriations for 1928 payable from the Treasury are $2,600,000) 
less than the appropriations for 1927. The estimates for 1928 do not include the amount which will be required in. 
that year, in addition to existing appropriations, for carrying out the public building act of May 25, 1926. An. 
estimate for this purpose, which will amount to approximately $20,000,000, will be submitted to the Congress later,> 
as all of the essential data has not yet been assembled. On the other hand, the appropriations for 1927 do not take 
into consideration certain lawful obligations for that year for which it will be necessary to present supplemental 
estimates to the Congress.

T A X  R E F U N D S .

The appropriations for 1927 and the estimates for 1928 make no provision for tax refunds. There will be needed 
for the balance of the current year $119,000,000 and for 1928 the sum of $152,000,000, approximately. There has 
been spent this year for this purpose $34,775,000, so that the expenditures for the two years will fairly balance. The 
appropriations for this purpose have been completely exhausted. A supplemental estimate to provide for refunds 
up to and including December, 1927, will be presented to Congress.

N A T IO N A L  D E F E N S E

The estimates for the War and Navy Departments total $680,537,642. In addition to this they provide for. 
availability through contract authorizations and allotments from the naval supply account of $5,900,000. Elimi
nating all nonmilitary items, including the retired lists, this Budget provides $574,000,000 for our national defense. 
This is a very considerable amount to spend for protection in time of peace. No threatening cloud at the present 
time darkens the sky. Our intent and attitude is one of peace and friendly regard toward all nations and peoples. 
This, however, is not sufficient warrant to neglect our defense and default on necessary precautions. In recom
mending the amount herein carried for the Army and Navy and other national defense factors, I am fully satisfied 
that with the wise administration we have reason to expect from those charged with its expenditure it will give us 
an adequate defense program.

With regard to personnel the estimates provide for the Army an average of 11,961 commissioned officers, 1,153 
cadets, 1,219 warrant officers, and 115,000 enlisted men, exclusive of the Philippine Scouts, for which provision is 
made to the number of 6,882. For the Navy provision is made for an average of 7,231 commissioned officers, 1,479 
warrant officers, 1,545 midshipmen, and 82,500 enlisted men, and for the Marine Corps 1,020 commissioned officers, 
155 warrant officers, and 16,800 enlisted men. These, with our highly trained and efficient National Guard, for 
which the estimates make provision for an average personnel of 180,000, give us the rather formidable strength of 
426,945. But we do not stop here. The estimates contain funds for the War Department for the training of 12,924 
reserve officers, for the attendance of 30,000 men at civilian military training camps and for the enrollment of 116,141 
students in the units of the Reserve Officers’ Training Corps. Under the Navy Department provision is made in 
the estimates for 14,142 fleet and assigned fleet reserve of the Navy and Marine Corps and the training of 11,145 
Navy and Marine Corps reserves.

Taking all of these into account, we are really making provision for military and naval strength of more than 
610,000 men. And this does not take into consideration the military and naval retired lists which embrace 14,167 
officers and men, or the Coast Guard of 11,969 officers and men which, in time of emergency, becomes an integral 
part of our national defense. I am in favor of adequate military preparedness, and so far as personnel is concerned 
we should certainly have this from the funds carried in these estimates.

While on the subject of our national defense it is proper to state that no provision is made in the estimates for 
the Navy Department for commencing the construction of the remaining three of the eight light cruisers which the 
act of December 18, 1924, authorizes to be undertaken prior to July 1, 1927. This country is now engaged in negotia
tions to broaden our existing treaties with the great powers which deal with the elimination of competition in naval 
armaments. I feel that it would be unfortunate at this time and not in keeping with our attitude toward these 
negotiations to commence the construction of these three cruisers. Rather do I recommend to the Congress the 
enactment of legislation which will extend the time for beginning their construction.

With regard to the improvement of Pearl Harbor, Hawaii, an appropriation of $1,000,000 is available this year 
for commencing dredging operations. Bids covering the completion of this Navy project will be opened during 
the current month. A supplemental estimate will be submitted should it be found that additional funds for 1928 
are needed for the orderly prosecution and early completion of this important project.

A V I A T IO N  I N  N A T IO N A L  D E F E N S E  A N D  I N  C O M M E R C E

The Congress has recently prescribed a well-digested and orderly program for the further development of the 
air services of the Army and Navy. The estimates herewith make adequate provision Tor carrying this program iato 
effect. They provide for the immediate availability of certain amounts for the Air Corps of the Army so as not to
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delay the inauguration of the five-year program. As the act defining the Army aircraft program was not approved 
until July 2, 1926, there was no opportunity to present to the Congress at its last session an estimate for funds fully 
to carry into effect the first increment during the fiscal year 1927. The estimates submitted herewith make ample 
provision for carrying into effect that part of the program for 1927 and 1928 which orderly and efficiently can be 
accomplished. They do not, however, make provision of funds for two full yearly increments, as I do not believe 
it is the desire of the Congress that we attempt to crowd into less than one and one-half years a full two-year 
increment. The act of July 2, 1926, increases the authorized commissioned strength of the Air Corps of the Army 
by 403 officers in yearly increments over the period of the five-year program. No provision for any of these addi
tional officers is made in these estimates, as the Air Corps should first absorb the additional 328 officers necessary to 
bring its actual strength—919—up to the authorized strength— 1,247 under the old law. These 328 additional 
officers are to be provided from the commissioned force for which provision is made in these estimates. The addi
tional enlisted men authorized for the Air Corps are provided for in the enlisted strength of 115,000 men.

The Navy five-year air program approved June 24, 1926, authorized the construction of two rigid airships of 
approximately 6,000,000 cubic feet volume, the two to cost not in excess of $8,000,000. The act provides that the 
building of one of these ships shall be undertaken as soon as practicable and prior to July 1,1928. Having in mind that 
the Congress recently appropriated $300,000 for the construction of an all-metal airship for experimental purposes, 
to determine by practical demonstration the type of construction and character of material to govern in the future 
in the making of lighter-than-air craft, it is thought the part of wisdom to wait upon this determination, even though 
it may be found necessary to ask for an extension of the time limit placed on the initiation of work on one of the ships.

Briefly summarized, provision is made in this Budget under the appropriation items for the air services and 
other items which enter into the cost thereof for a total of $73,477,380 for aviation of the Army and the Navy. This 
amount embraces $20,600,000 for the procurement of new planes and $2,400,000 for the construction of barracks and 
quarters at aviation fields. It does not, however, include the value of supplies available from war surplus, which 
would increase this total by a number of millions of dollars.

While discussing the subject of our air services, it is proper here to refer to the other provisions made in this 
Budget for air navigation. To carry into effect the act to encourage and regulate the use of aircraft in commerce, 
approved May 20, 1926, the estimates carry for the Department of Commerce $796,250 for the promotion of air 
commerce and regulatory work, which includes funds for the procurement of not to exceed 10 airplanes, and $3,219,500 
for the establishment and maintenance of aids to air navigation. The estimates carry $523,000 for the National 
Advisory Committee for Aeronautics. Under the Department of Agriculture they provide $50,000 for the main
tenance and operation of airplane patrol in the national forests and $120,000 for special weather observations for 
the benefit of air navigation. The estimates for the Postal Service carry for the operation of the air mail service 
between New York and San Francisco $2,350,000, with provision that a part of this sum be made available for contract 
service if the route be leased to private operators and for the contract air mail service $2,000,000. The estimates 
for the Coast Guard carry $186,151 for the operation of its seaplane fleet.

The proper development of the aeronautical industry in this country is essential both to our national defense 
and commercial aviation. The Federal requirements for aircraft alone are strengthening this industry. The pro
gram which the Congress has prescribed for our air forces will assure the industry continuing Federal business and an 
increase from other sources should accrue to the industry from the legislation for the encouragement of commercial 
aviation and from the policy which we are following of making contracts with private operators for the air trans
portation of mail. The Government is operating but one air mail route and proposals have been issued by the Post 
Office Department with a view of placing this route under contract for operation by private interests. In the pro
duction of airplanes and accessories there is no competition between the Federal Government and private industry. 
It is a fortunate situation when the needs of the Government can be met by affording an orderly stimulation of the 
industry upon which we depend to supply our needs. The present sound condition of the aeronautical industry 
in this country shows the wisdom of the policy which we are following. If there is any question as to the failure of 
our Government to recognize the importance of aviation in national defense and in commerce the answer can be 
found in the vast sums which heretofore have been appropriated and the legislation enacted by the Congress. The 
estimates contained in this Budget carry alone for this purpose a total of more than $82,500,000.

s h i p p i n g  b o a r d

There is included in this Budget $12,000,000 for the operating deficit of the Shipping Board. It is believed 
this amount, reenforced by certain receivables and other available resources, with reduction of losses through sales 
of lines as opportunity offers, as contemplated by the Congress, will permit necessary operation of the Government’s 
merchant marine during the fiscal year 1928. From 1921 to 1926, inclusive, the total net loss incurred in the opera
tion of its various lines was $238,157,582.18. These figures represent losses sustained through the operation of the
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active fleet and the maintenance of inactive vessels. I mention this to show that in the six fiscal years from 1921 
to 1926, inclusive, the Government has spent in the operation of its merchant marine an average of nearly $40,000,000 
a year. The losses have been gradually diminishing each year. Provision is also made for continuing the avail
ability of the $10,000,000 defense fund appropriated in the first session of this Congress.

With regard to the operation of vessels by the Shipping Board, the merchant marine act of 1920 contemplates 
that such operation shall be maintained unless it shall appear within a reasonable time that the lines or parts thereof 
can not be made self-sustaining. None of the lines now being operated are self-sustaining, and while the reduction 
in cost has been helpful from the standpoint of the Treasury there is no immediate prospect that any part of these 
lines can be operated without loss to the Government.

Under the joint resolution of July 3, 1926, the United States Shipping Board will present to the Congress not 
later than January 1, 1927, two plans for building up and maintaining an adequate merchant marine for commerce 
and national security—one through private capital and under private ownership and the other through construction, 
operation, and ownership by the Government. The time is approaching, if it has not already been reached, whip 
the Congress should give consideration to the formulation of a more definite policy regarding our merchant marine. 
Such definite policy, I trust, is foreshadowed in the resolution to which I have referred.

E R A D IC A T IO N  O F  T U B E R C U L O S IS

For the eradication of tuberculosis in animals an estimate for $5,853,000 is included in the Budget. This is ah 
increase of $1,200,000 over the amount provided for the current year. The continuing increase in the number of 
cities which have placed embargoes against milk from dairy herds which have not passed the Federal tuberculin test 
is placing a heavy burden on the owners of dairy herds, since slaughter of infected animals is the accepted method of 
eradication. The furnishing of pure milk is of vital importance to the health of the people. Because of its interstate 
character, it is entirely proper that the Federal Government share with the States the cost of protecting the purity of 
this great food supply. The amount included in the estimates should permit adequate prosecution of the work Of 
eliminating tubercular cattle from dairy herds.

The results of the work already done warrant the belief that we can confidently expect the complete elimination 
of this menace to health. With this hope and probability in mind, there certainly is no excuse or warrant for State 
or Nation to withhold the funds necessary to effectively carry on this important campaign.

F O R E S T  C O N S E R V A T IO N

The estimates carry a total of $22,037,984 for the protection, preservation, and conservation of our forests. 
The forest acreage in the United States is approximately 372,426,000 acres, of which 158,000,000 acres are in the 
national forests. With such generous forest resources we have been prone to consider the supply of forest materials 
inexhaustible. The constantly increasing demands to meet our growing needs, however, and the destruction of for
ests by fire are arousing apprehension that in the comparatively near future industry n$ay be seriously handicapped 
for lack of forest products. Important remedies to meet this situation are fire prevention and reforestation. Through
out the forest regions cooperative work in connection with protection of timber and reforestation of lands has, beep 
highly developed. In many of the States it is compulsory on private owners. The Clarke-McNary law contemplates 
that the Federal Government as beneficiaiy in this cooperative work contribute approximately one-fourth the cost. 
Since forest products enter so largely into the necessities of all of our people, it is proper that the Federal Govern
ment stand ready to bear its share of the needed conservation of our timber resources. The increased estimates for 
forest activities now submitted have that end in view. The recent heavy losses by fire must be met by a deficiency 
appropriation, which will approximate $2,000,000. With further protective measures, it is hoped such large deficiency 
appropriations may be avoided in the future.

The estimates also include $1,000,000 for the acquisition of land at the headwaters of navigable streams. While 
this item is primarily for the conservation and control of water, the project bears an important relation to forest con
servation. There is now pending in Congress a bill to authorize an appropriation of $2,000,000 a year for the fiscal 
years 1928 and 1929 for this purpose. In the event of the passage of this bill consideration will be given to the sub
mission of a supplemental estimate of $1,000,000 for this purpose.

R U R A L  P O S T  R O A D S

For cooperative construction of rural post roads to June 30, 1928, the amount of $765,000,000 has been author
ized by the Congress. The estimates carry $75,000,000 for 1928, which is the total authorization for that year. 
This amount would bring total appropriations to $666,200,000—$98,800,000 less than the amount authorized. In 
view of the authority granted the Secretary of Agriculture to enter into contractual obligations for the total author
ization, it is necessary only to appropriate in each fiscal year the funds required to pay for current work- The
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construction program is not delayed by this method. In view of the increasing ability of the States to finance their 
oifru road construction, due to the general adoption of the gasoline tax, I renew my recommendation of a year ago 
that futvlre legislation restrict the Federal Government’s participation in State road construction to primary or inter
state highways, leaving it to the States to finance their secondary or intercounty roads. This would operate to 
diminish the amount of the authorizations after the fiscal year 1929, when the present authority expires.

M A T E R N IT Y  A N D  IN F A N C Y

No estimate is submitted for carrying on the work under the maternity and infancy act, approved November 
23, 1921, inasmuch as the authorization of appropriations for this purpose was fulfilled with the appropriation for 
1927. A bill is now pending before the Congress extending the provisions of that act to the fiscal,years 1928 and 
1929. If and when that measure becomes law I propose sending to the Congress a supplemental estimate for an 
appropriation to make its provisions effective. I am in favor of the proposed legislation extending the period of 
operation of this law with the understanding and hope that the administration of the funds to be provided would be 
with a view to the gradual withdrawal of the Federal Government from this field, leaving to the States, who have 
been paid by Federal funds and schooled under Federal supervision, the privilege and duty of maintaining this im
portant work without aid or interference from the Federal Government.

I have referred in previous Budget messages to the advisability of restricting and curtailing Federal subsidies 
to the States. The maternity act offers concrete opportunity to begin this program. The States should now be 
in a position to walk alone along this highway of helpful endeavor, and I believe it in the interest of the States and 
the Federal Government to give them the opportunity.

E N F O R C E M E N T  O F P R O H IB IT IO N

For the enforcement of prohibition nearly $30,000,000 is provided in the Budget by direct and indirect appro
priations. The Coast Guard has been enlarged and strengthened to enable it to prosecute effectively its part of the 
campaign of enforcement, while the other enforcement agencies have been amply financed. Whatever is necessaiy 
to put into effect the expressed will of the people as written into the eighteenth amendment of the Constitution of 
the United States and the will of the Congress as expressed in the Volstead Act will be done. Whatever funds may 
be necessary to vindicate the law and secure compliance with all its provisions should be provided. The constitu
tional duties of the President and the Congress make any other course indefensible.

E IV E K  A N D  H A R B O R  W O R K S

This Budget carries $66,347,600 for the improvement and maintenance of existing river and harbor works, flood 
control, operation and care of canals, and other works of navigation. This does not include the maintenance and 
operation of the Panama Canal, for which $7,600,000 is recommended. For rivers and harbors proper the sum of 
$50,000,000 is asked. To complete approved projects, $195,000,000 will be required. Of the $50,000,000 contained 
in the Budget slightly more than $30,000,000 will be available for improvement and new construction. At this rate 
we will complete authorized projects in something less than seven years. We are providing $50,000,000 annually 
for river and harbor work and $10,000,000 annually for Mississippi flood control. Commitment of the Federal Gov
ernment at this time to a more ambitious and generous annual spending program should not be made without the 
most careful study of the financial condition of the country and the plight of the taxpayer.

R E L IE F  O F V E T E R A N S

For the relief, care, and comfort of the veterans of our various wars and their dependents I am recommending 
in this Budget a total of nearly $705,000,000. This total includes pensions, adjusted compensation, and all other 
factors, direct and indirect, that enter into this great patriotic service the Government owes its defenders. There can 
be no thought of curtailing this work of appreciation, this willing attempt to pay the Nation’s debt. It may be wise, 
however, to call a halt at this time with regard to additional legislation for the veterans. It may be in the interest of 
the beneficiaries to permit existing provisions for their care and the care of their families to rest undisturbed for 
a period, at least until we can definitely determine what deserving need is unprovided for. What the veterans need 
it is a privilege to give, and the giving should crowd the heels of the need when determined.

C IV I L  S E R V IC E  R E T IR E M E N T

Neither the estimates of expenditure nor the estimates of appropriations contained herein include any amount 
for meeting the accrued liability of the Government to the civil service retirement and disability fund. The pay- 
as-you-go policy should apply to this fund and an appropriation be made to meet the accrued liability of the
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Government. The act of Congress approved July 3, 1926, provides for the annual submission of a Budget estimate 
of appropriation for this purpose. Such an estimate, however, requires an actuarial valuation of the fund under the 
new law. This valuation is under way, but is not yet completed. When completed, I shall submit to the Congress 
an estimate of the amount required for the fiscal year for this purpose.

F E D E R A L  B U IL D IN G

The Congress has made wise and substantial provision for the construction of much-needed Federal buildings, 
both at the seat of government and in the States. Contemporaneously with this the Congress made similar provision 
for our foreign building requirements and also for permanent housing at our military posts and stations. These 
measures give us a much-needed construction program. The funds which we spend to complete this program will be 
a good investment and bring us adequate return.

S P E C IA L  F U N D S  A N D  A C C O U N T S

In addition to the usual statements giving information of the financial transactions of the establishments of the 
Government for which annual appropriations are made, the 1928 Budget carries a comprehensive summary of the 
financial status of a considerable number of special funds, accounts, and authorizations operated either by Govern
ment agencies direct or under some form of Government supervision and responsibility. This summary makes avail
able information concerning the financial condition of various Government institutions not heretofore published in 
readily available form.

T H E  N A T IO N A L  D E B T

The reduction in the total gross debt for the fiscal year 1926 was $872,977,572.71. This was effected by (1) 
$487,376,050.69 on account of the sinking fund and other debt retirements chargeable against ordinary receipts;
(2) application of the entire surplus of $377,767,816.64; and (3) reduction in the general fund balance of $7,833,705.38 
below the balance at the close of the previous fiscal year.

In the past five fiscal years the debt reduction aggregated $4,334,000,000, and in June, 1926, reached a level 
below twenty billions for the first time since November, 1918. The short-dated debt required to be paid or refunded 
in three and one-half years, which includes the third Liberty loan, amounted on June 30, 1926, to 4.7 billions, as 
compared with 6.1 billions at the close of the previous fiscal year. The decrease of 1.4 billions in this part of the 
debt has strengthened the position of the Treasury for the refunding operations necessary in connection with the 
third Liberty loan, which matures on September 15, 1928, and is not callable before that date.

The interest payment on the debt, the largest single item of our expenditures, amounted to $832,000,000 in
1926, as against $999,000,000 in 1921, a decrease of $167,000,000, or nearly 17 per cent. For 1927 the estimated 
expenditures are $785,000,000 and for 1928, $755,000,000.

The World War Foreign Debt Commission has substantially completed the duties imposed upon it by Congress. 
Eliminating certain debtors with which negotiations are not now practical, funding agreements have been signed 
with all of those nations owing the United States on account of loans made during and after the war. All of the 
settlements have been ratified by Congress except those with France and Jugo-Slavia, and in these cases the House 
of Representatives has acted but the bills are still pending in the Senate. But the French settlement has not yet 
been taken up by their Parliament. In general, uncertainty with respect to war debts has ended.

A L I E N  P E O P E B T Y  L E G IS L A T IO N

By the Paris agreement the United States has participated officially in the restoration of Germany. Through 
the Federal reserve system and through our bankers and private American citizens, we have been of assistance in 
the progress of financial restoration of many countries in Europe. The American spirit, characteristic of construc
tion, will, I feel sure, be an active help in further plans to put other countries in sound condition. Europe is pro
gressing and is reaching again peace condition.

There remains still for the United States to settle a series of related questions now unanswered but which alreidy 
have the attention of Congress. These questions are three, and have to do principally with Germany, although 
similar matters, but lesser in amount, also involve Austria and Hungary. As a war measure the President, through 
the Alien Property Custodian, seized the private property of enemy nationals, and to a large extent this property is 
still held by the custodian awaiting disposition by Congress. Under her treaty of peace with us, Germany undertook 
to reimburse American nationals and the United States Government for losses and damages occasioned by Germany. 
By the treaty the property of German nationals seized and held in this country is pledged as security for the payment 
of the claims of American nationals against Germany, and by arrangement between the two countries a mixed Ger
man-American commission has been constituted to pass upon the merits of the claims and is now completing its 
awards.
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Germany’s obligations to pay reparations were in excess of her immediate capacity, and her creditors devised for 
her reorganization a plan and method of payment a part of which accrues to the United States. This plan, in the 
opinion of its framers, constitutes the maximum that Germany can immediately pay to her former enemies and of neces
sity represents holding in abeyance some of Germany’s obligations. Under this plan the amount applicable to the 
immediate payment of the American claims is as a practical matter inadequate. Some other way will have to be found 
to insure prompt payment to our nationals for their losses.

Also as a war measure the United States seized and used ships, radio stations, and patents belonging to German 
nationals and found in the United States. The moral obligation to return the private property or its proceeds in the 
hands of the Alien Property Custodian to its German owners is equally applicable to the payment of compensation for 
the ships, radio stations, and patents or proceeds received from their disposal. We should treat the two situations 
alike.

Congress should enact into law during the present session a fair and comprehensive plan for the settlement of 
these three questions. Without here suggesting the details of any particular plan, I believe that a correct solution 
of the problem is controlled by two principles. The Supreme Court of the United States has held in effect that it is 
within the legal rights of Congress to make such use of the property of German nationals which the United States has 
seized as Congress may desire. It might, therefore, apply the proceeds of this property belonging to German nationals 
to the payment of the obligations of the German Government to the United States and to our nationals, thus satisfying 
American claims. In my opinion such a course is not consistent with the American ideal of the sanctity of private 
property of nationals, even though their Government may be at war with us. Sound American policy ia opposed 
to the application of the property of German nationals to the payment of the debt of their Government. This is 
the first principle. If the policy I have just mentioned is right, as I believe it to be, then the cost of its adoption 
must be borne by the whole people, and the policy can not be affirmed at the sacrifice of the rights of only a part of 
the people—the American claimants against Germany. The alien property is pledged as security for the payment 
of the American claims. If the United States deprives the American claimants of their security it can only do so 
fairly if it substitutes for this security practical assurance of ultimate payment of the American claims. The United 
States should do justice to German nationals, but it must not do justice to Germans by doing injustice to our own 
American nationals. This is the second principle. Within these principles I feel sure that means will be found to 
accomplish a solution of the questions fair to all and consistent with American policies.

C a l v i n  C o o l id g e
The W h i t e  H o u s e , December 6, 1926.
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To the Congress o f the United: States:
H erew ith  is tran sm itted  the B u d g e t  o f  the iJn itcd  States fo r  the fiscal y ear  ending  June 30, 1929. T h e  receip ts 

an d  expend itu res sh ow n  in detail in the B u d g e t are sum m arized in the fo llow in g  sta tem en t:

Summary (exelusive of postal revenues and postal expenditures paid from postal revenues)

Estimated, 1929 Estimated, 1628 Actual, 1927

Receipts:Customs______________________________________________Income tax____________________________________  ___ _Miscellaneous internal revenue___________________________Miscellaneous receipts___________________________________
Total receipts_________ ______________________________

§602, 000, 000. 00 
2, 065, 000, 000. 00 

640, 545, 00a 00 
501, 952, 314. 00

$602, 000, 000. 00 
2, 165, 000, 000. 00 

638, 545, 000. 00 
670, 053, 091. 00

$605, 499, 983. 44 
2, 224, 992, 800. 25 

644, 421, 541. 56 
654, 480,115. 85

3, 809, 497, 314. 00 

3, 666, 957, 031. 00

4, 075, 598, 091. 00 

3, 621, 314, 285. 00

4, 129, 394, 441. 10 

3, 493, 584, 519. 40
Total expenditures (including reduction of the public debt required by law to be made from ordinary receipts) _________________

Excess of receipts_____ __________  ______________ ___ 252, 540, 283. 00 454, 283, 806. 00 635, 809, 921. 70

T h e  B u d g e t  system  has n o w  been  in  e ffe ct  a su fficient length  o f  tim e to  en able  us to  ap precia te  fu lly  its far-reach in g  
im p ortan ce . I t  is d irectly  responsib le  fo r  ou r  presen t p osition  o f  financial sta b ility . T h a t p osition  has been  acqu ired  
b y  scientific  m an agem en t o f  o u r  business affairs. T h is  m anagem ent has resu lted  in  im p rov em en t th rou g h ou t the 
entire field cov ered  b y  F ederal operations. I t  seem s in con ce iva b le  th a t such  progress cou ld  h ave  been  m a de in  so 
sh o rt a  p eriod  a fter  the g rea t w orld  con flict . Y e t  i t  has been don e. I t  dem onstrates the e ffic ien cy  o f  ou r  form  o f  
govern m en t. T h e  g o o d  o f  all the p eop le  is ou r  con tro llin g  con sideration . A n d  because o f  this, scientific  m anage
m en t o f  ou r  affairs is essential. In  sligh tly  m ore  than six years w e h ave  h ad  substantia l red u ction s in  taxes and in th at 
sam e p eriod  w e h ave  en hanced  g rea tly  the va lu e o f  the serv ice  w h ich  w e  are renderin g  th e  p eop le . W e  are raising 
m o n e y  to  p a y  ou r  lon g -term  com m itm en ts . W e  h ave  p rov id ed  fo r  ad equ ate  n ation a l defense. O ur h ousin g  prob lem s 
are be in g  cared  for . A ll th rough  o u r  G overn m en t a ctiv ities  there h ave been  im p rov em en t and progress. F ederal 
a ctiv ities  h ave  k e p t p a ce  w ith  a g row in g  and progressive n ation . T h is  has all ca lled  fo r  ord erly  p roced u re , and w e 
are reap in g  the rew ards w hich  fo llow  th at course. W e  can  w ell take the experience o f  the pa st as ou r  in dex  to  fu tu re  
operation s . I f  w e p roceed  a lon g  the ord erly  lines fo llow ed  these last years ou r  con tin u ed  success is  assured.

TAX REDUCTION

S in ce  1920 there h ave  been  three redu ction s in  taxes fo r  th e  pu rp ose  o f  reliev ing  the peop le  o f  som e o f  their 
w ar burdens. T h e  a ct o f  N ov e m b e r, 1921, ligh ten ed  the tax  loa d  b y  a red u ction  o f  $663 ,000 ,000 . T h e  a ct o f  1924 
a fforded  add itiona l relie f o f  $519 ,000 ,000 . T h e  act o f  1926 m ade a  fu rth er red u ction  o f  $422,000,000. T a k in g  these 
all togeth er ou r  ta x  dem an ds h ave  been  lessened b y  $1 ,604,000,000. T h is  in  itse lf illustrates the v a lu e  o f  orderly  
procedu re . T h e  p eop le  are perm a n en tly  rich er becau se o f  the d im in ished  dem an ds m ade b y  the F ederal G overn m en t. 
A n d  h an d  in  h an d  w ith  these m aterial curta ilm en ts o f  the am ounts taken  from  the p eop le  the p u b lic  d e b t  has been  
redu ced . F rom  a peak  o f  m ore  th an  tw en ty -six  and a h a lf b illions o f  dollars the d e b t  h ad  been  redu ced  on  June 30,
1927, b y  $8,084 ,794 ,716 . T h is  low ering  o f  the d e b t m eans an annual savin g  in  in terest o f  ap prox im a tely  $320 ,000 ,000 . 
W h ile  th is tangib le  and extraord in ary  sa v in g  em phasized  the im p ortan ce  o f  d e b t red u ction  as a  pre lim inary  to  u lti
m a te  adequate ta x  red u ction  w e h ave  a t this tim e fo r  con sideration  the qu estion  o f  fu rth er re lie f to  those w h o  p a y  
F edera l taxes.

I n  p la n n in g  fo r  a rev is ion  d ow n w a rd  o f  ta x  rates the first qu estion  th at presents itself is the a m o u n t o f  m o n e y  
th at can  sa fe ly  be  d ev oted  to  tbe  pu rp ose  w ith ou t cu rta ilin g  n ecessary  activ ities o f  the G overn m en t o r  th reaten in g  a

v
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defic it . T h e  extraord in ary  surplus o f  June 30, 1927, w as $635,809,000, and w as m ade possib le b y  receip ts from  
n on recu rrin g  sources o f  $414,000,000, on ly  $221,000,000 com in g  from  curren t and con tin u in g  sources. O f this surplus 
$612 ,000 ,000  w as applied  to  the pu b lic  d eb t, e ffectin g  an annual interest sa v in g  o f $24,000,000.

T h e  estim ated surplus fo r  th is year— w hich  en ds w ith  June 30, next— is $454,000,000, o f  w hich  $318,000,000 is 
from  n onrecu rrin g  sources, and $136 ,000 ,000 from  current and con tin u in g  sources. T h is  is an increase o f  $254,000,000 
o v e r  the estim ate carried  in the 1928 B u d g et, o f  w hich  increase $158,000,000 is from  m iscellaneous receipts w h ich  
include $154,000,000 in receip ts from  railroads. T h e  rem aining $96,000,000 o f the increase is fou n d  in regular revenue 
returns.

T h e  estim ated  surplus fo r  1929— the com in g  fiscal year— is $252,540,000, o f  w h ich  $75,000,000 is from  non 
recurring sources. T h is  surplus is reached  by  m eans o f  a fa irly  sanguine estim ate o f  receip ts and a carefu lly  restricted  
estim ate o f  expenditure. T h e  expenditure estim ate fo r  1929 o f  $3 ,557 ,000 ,000 includes n oth in g  fo r  flood  con tro l 
w ith  the exception  o f  the fifth -year allow an ce o f  $10,000,000 in the six-year program  authorized b y  Congress. O ther 
prop osed  m a jor  p ro je cts , n o t  y e t  the su b je ct o f  legislation , are n o t p rov id ed  fo r  in  this estim ate. I t  is  reason ab ly  
certain  th at som e o f  them  w ill be en acted  in to  law  and w ill ca ll fo r  m aterial advances from  the F ederal T reasu ry. 
T h is  w ill dou btless  h ave the consideration  o f  the C ongress. C arefu l stu d y  o f  all these factors poin ts to  a tax red u ction  
o f  $225 ,000 ,000 as the m axim um , and that am ou n t on ly  possib le on  the assum ption  th at the estim ates o f  expenditure 
fo r  1929 be  n o t m aterially  exceeded , and th at additiona l continu in g  ob liga tions be  incurred on ly  to  the exten t that 
absolute  n ecessity  from  the stan d p oin t o f  pu b lic  need w arrants. A deq u ate  flood  p rotection , o f  course, m eets the 
requ irem ent o f  absolute and u rgent n ecessity.

U n der the provision s o f  the B u d g et and A ccou n tin g  A c t  I  recom m en d  to  Congress that taxes be  redu ced  b y  n o t 
to  exceed  $225,000,000.

I M P O R T A N C E  O F  A  B A L A N C E D  B U D G E T

E a ch  o f  the three redu ction s in  ta x  rates since N ov em b er, 1921, has been  m easured on  the certa in ty , o f  ou r 
ab ility  to  stan d  such reductions. T h is  is the on ly  safe course. I t  has brou gh t forth  a  ba lanced  bu d get. In  this we 
h ave fou n d  ou r financial stab ility . W e  h ave been operatin g  on  the wise p lan  th at redu ction  in rates o f  F ederal taxes 
sh ou ld  be  perm anen t. T h is  is the o n ly  p rop er  basis fo r  tax reduction . In  a business o f  the m agn itude o f  th at o f  the 
F ederal G overn m en t there m u st be  a m argin  o f  sa fety . T h e  fa c t th at th is m argin  has grow n  to  large prop ortion s in  
the past fiscal years carries n o  assurance th at that w ill continu e. I  am in  fa v o r  o f  tax  reduction . I  am  n bt in  fa v o r  
o f  any  such red u ction  as w ill jeop ard ize  ou r financial stab ility . T h e  assurance th at F ederal expenditures w ill be k ep t 
w ith in  F ed era l rece ip ts has bu lw arked  pu b lic  con fid en ce , it  has con trib u ted  m easu rably  to  the prosperous con d ition  
o f  the co u n try , it  has m in istered  to  the ju stifiab le  pride o f  ou r  peop le  in  their G overn m en t and in  its orderly  and sane 
processes. T o  jeop a rd ize  ou r  ba la n ced  bu d g et, to  d o  an yth in g  th at in  the m ost rem ote  degree w ou ld  threaten  to  in ter
fere w ith  the ord erly  processes o f  w ise financing , to  take steps in  the in terest o f  ta x  redu ction  th at w ou ld  necessitate 
either revo lu tion a ry  curta ilm en t o f  im p orta n t F ederal p ro je c ts  and activ ities o r  com p e l a  later u p w ard  rev is ion  o f  ta x  
rates, o r  bo th , is u nth inkable . I  am  co n v in ce d  the peop le  o f  th is co u n try  are overw helm in gly  in  fa v o r  o f  k eep in g  the 
B u d g e t  ba lan ced  and are ju s t  as overw h elm in g ly  op p osed  to  any  m easure o r  m easures that w ou ld  m ake an y  oth er  
resu lt even  rem ote ly  possib le .

I am co u n tin g  on  the con tin u ed  p rosp er ity  o f  the N a tion  in recom m en d in g  a tax red u ction  o f  $225 ,000 ,000 . I  
am  also co u n tin g  on  the determ in ed  con tin u an ce  o f  the cam paign  fo r  rigid  G overn m en t e con om y . I  be lieve  th a t  a 
tax  redu ction  in the su m  w h ich  I  h ave  m en tion ed  is ju stified . W c  m ust, h ow ever, preserve the sa n ctity  o f  a ba lan ced  
bu dget. U n der the law  m ade b y  the C on gress the P residen t can  n o t  cou n ten an ce  a program  o f  expenditu re o r  a p p rov e  
estim ates fo r  appropria tion s th at threaten  to  in terfere  w ith  the annual ba lancin g  o f  the N a tion a l B u d g et.

E stim a ted  receip ts fo r  the fiscal y e a r  en d in g  June 30, 1927, as carried  in  the 1928 B u d g e t to ta led  $4,026 ,780 ,688 , 
and estim ated  expenditu re w as $3 ,643 ,701 ,593 . T h e  y ea r  c losed , h ow ever, w ith  actual rece ip ts o f  $4 ,129 ,394 ,441 .10 
and actual expenditu res o f  $3 ,493 ,584 ,519 .40. W e  w ere fortu n a te  in  h av in g  a m ark ed  increase in  receip ts, w h ile  a 
m aterial red u ction  in estim ated  exp en d itu re , resu ltin g  la rg e ly  from  the con tin u in g  p o licy  o f  e co n o m y , con tr ib u ted  to  
the crea tion  o f  the largest surplus in  h istory , $635,809 ,921 .70.

In  the B u d g e t fo r  1928, tran sm itted  to  th e  C on gress D ecem b er  6, 1926, it  w as estim ated  th at ou r  rece ip ts fo r  th a t 
year  w ou ld  be  $3,772 ,753 ,077 an d  ou r  expenditu res $3,572 ,049 ,214 . T h e  surplus in d ica ted  w as $200 ,703 ,863 . T o -d a y  
o u r  finances fo r  1928 present a  m ore  fa v o ra b le  o u tlo o k . I t  is n ow  estim ated  th at ou r  rece ip ts fo r  th e  y e a r  n ow  in  
progress w ill reach  $4,075 ,598 ,091 and th at ou r  expend itu res w ill be  $3 ,621 ,314 ,285 . T h is  in d icates a surplus o f  
$454,283,806.

T h e  estim ates o f  ap prop ria tion s co n ta in e d  in  th is B u d g e t reach  a to ta l o f  $3 ,505 ,793 ,766 , w h ich  is exclu sive o f  
the P osta l Serv ice  p a ya b le  fro m  p osta l r e c e ip ts .. A  com p a rison  betw een  the estim ates in  th is B u d g et an d  th ose  fo r  the 
fiscal y ea r  1928 sh ou ld  necessarily  in clu d e  th e  su p p lem en ta l estim ates fo r  1928. M a n y  o f  these w ere presen ted  to  
the C on gress fo r  con sid eration  in  th e  se co n d  d e fic ie n cy  b ill, fisca l y e a r  1927, T h a t  b ill fa iled  o f  en actm en t.' T h ere
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h as necessarily  been  a ch a n ge in  these estim ates. In  the fo llow in g  table a com pa rison  is m ade w ith  the estim ates o f 
ap p ropria tion s co n ta in e d  in  this B u d g e t and the ap propria tion s fo r  1928 cou p led  w ith  the estim ates perta in ing  to  the 
la tter  fiscal year.

E s t im a te s  o f  a p p r o p r ia 
t io n s , 1929

Legislative establishment..

Executive office________________________________________
Independent establishments:

Alaska relief funds_________________________________
Alien Property Custodian_________________________
American Battle Monuments Commission___-______
Arlington Memorial Bridge Commission___________
Board of Mediation_______________________________
Board of Tax Appeals______ , _____________________
Bureau of Efficiency_______________________________
Civil Serviee Commission__________________________
Commission of Fine Arts_________ . ________________
Employees’ Compensation Commission____________
Federal Board of Vocational Education____________
Federal Power Commission________________________
Federal Radio Commission________________________
Federal Reserve Board.___________________________
Federal Trade Commission________ i_______________
General Accounting Office_________________________
Housing Corporation______________________________
International Trade Exhibition__________________. . .
Interstate Commerce Commission__________________
National Advisory Committee for Aeronautics_____
Public Buildings and Public Parks_________________
Smithsonian Institution____________________________
Tariff Commission_________________________________
United States Geographic Board___________________
United States Shipping Board and Merchant Fleet

Corporation______________________________________
United States Veterans’ Bureau_______________ ____
Claims, judgments, etc_____________________________

$16, 862, 930. 86

Total, Executive Office and independent estab
lishments______________ ,_______________________

437, 180. 00

15, 000. 00 
7, 500. 00

7 0 0 , ooa 0 0
2, 300, 000. 00 

347, 902. 00 
720, 740. 00 
210, 350. 00

1, 098, 752. 00
7, 300. 00

3, 675, 000. 00 
8, 220, 000. 00

120, 890. 00 
80, 560. 00

2, 700, 000. 00 
963, 000. 00

3, 820, 000. 00 
475, 750. 00

A p p r o p r ia t io n s ,  1928 >

$16, 554, 579. 56

438, 460. 00

7, 642, 337. 00 
600, 000. 00 

2, 584, 980. 00 
974, 761. 00 
749, 000. 00 

4, 300. 00

13, 688, 750. 00 
560, 060, 000. 00

612, 204, 052. 00

Department of Agriculture______________________________
Department of Commerce______________________________
Department of the Interior_____________________________
Department of Justice__________________________________
Department of Labor___________________________________
Navy Department______________________________________
Post Office Department, postal deficiency, payable from

Treasury_____________________________________________
State Department_______________________________________
Treasury Department________ .  . _____ __________________
War Department, including Panama C a n a l...__________
District of Columbia____________________________________

15, 000. 
98, 000. 

600, 000. 
2, 500, 000. 

390, 000. 
712, 780. 
210, 350.

1, 007, 442.
7, 300.

2, 698, 240. 
8, 165, 230.

42, 500.

2,700,000." 
984, 350.

3, 833, 000. 
564, 236.

S u p p le m e n ta l e s t i
m a te s  s u b m it t e d  fo r  

1928
T o t a l  fo r  1928

$1, 146, 608. 75 $17, 701, 188. 31

90, 000. 00

9, 000. 00

7, 811,314.
525, 000. 

2, 422, 950. 
939, 711. 
682, 000. 

3, 945.

12, 290, 000. 00 
545, 865, 000. 00 

14, 000. OO

595, 520, 808. 00

142, 753, 229. 00 
37, 599, 460. 00 

300, 190, 089. 00 
26, 784, 630. 00 
10, 735, 840. 00 

362,167, 020. 00

15, 270, 042. 00 
14, 015, 188. 14 

316, 333, 562. 00 
398, 823, 143. 00 

40, 431, 186. 00

Total, ordinary.

Reduction in principal of the public debt:
Sinking fund-------- -------- ------------------------------------------
Redemption of securities from Federal reserve bank 

and Federal intermediate credit bank franchise
tax receipts________ ‘______________________ _______

Redemption of bonds, etc., account of repayments 
o f principal and as interest payments on obliga
tions of foreign governments_____________________

Redemption of bonds, etc., account of forfeitures, 
gifts, etc_________________________________________

Principal of the public debt. 
Interest on the public debt..

Total payable from the Treasury_________
Postal Service payable from postal revenues-

Total, including Post Office Department and 
Postal Service__________________________________

2, 294, 170, 372. 00

369, 209, 093. 53

1, 000, 000. 00

171, 214, 300. 00 

200, 000. 00

541, 623, 393. 53 
670, 000, 000. 00

3, 505, 793, 765. 53 
753, 000, 000. 00

4, 258, 793, 765. 53

139, 862, 989. 00 
36, 630, 450. 00 

285, 810, 120. 00 
26, 400, 889. 50 
10, 159, 516. 00 

318, 131, 957. 00

* * 30, 370, 000. 00 
12, 155, 119. 41 

4 275, 732, 633. 00 
371, 904, 165. 00 
38, 824, 385. 00

2, 158, 057, 611. 47

354, 157, 085. 00

800, 000. 00

181, 963, 650. 00 

200, 000. 00

1 537, 120, 735. 00 
1 720, 000, 000. 00

3, 415, 178, 346. 47 
1 724, 966, 200. 00

4, 140, 144, 546. 47 * 158, 441, 685. 25

191, 500. 00

950, 000. 00

52, 186. 00

10, 400. 00

150, 000. 00 
170, 000. 00 
25, 000. 00 
31, 520. 00 
80, 000. 00 
39, 000. 00

19, 400, 000. 00 
7, 919, 489. 11

29, 118, 095. 11

528, 460. 00

15, 000. 00 
98, 000. 00 

600, 000. 00 
1, 500, 000. 00 

390, 000. 00 
721, 780. 00 
210, 350. 00

1, 198, 942. 00
7, 300. 00 

3, 648, 240. 00 
8, 165, 230. 00 

42, 500. 00 
52, 186. 00

2, 700, 000. 00 
984, 350. 00

3, 843, 400. 00 
564, 236. 00 
150, 000. 00

7, 981, 314. 00 
550, 000. 00 

2, 454, 470. 00 
1, 019, 711. 00 

721, 000. 00 
3, 945. 00

12, 290, 000. 00 
565, 265, 000. 00 

7, 933, 489.11

624, 638, 903.11

3, 481, 56a 00 
838, 000. 00 

13, 199, 801. 20 
503, 296. 00 

1,000.00 
23, 803, 362. 55

2, 032, 164. 30 
971, 000. 00 

52, 178, 222. 79 
30, 772, 778. 81 

395, 795. 74

s 158, 441, 685. 25

s 158, 441, 685. 25

143, 344, 549. 00 
37, 468, 450. 00 

299, 009, 921. 20 
26, 904, 185. 50 

F10, 160, 516. 00 
341, 935, 319. 55

* * 32, 402, 164. 30 
13,126,119. 41 

4 327, 910, 855. 79 
402, 676, 943. 81 

39, 220,180. 74

2, 316, 499, 296. 72

354, 157, 085. 00

800, 000. 00

181, 963, 650. 00 

200, 000. 00

1 537, 120, 735. 00 
1 720, 000, 000. 00

3, 573, 620, 031. 72 
2 724, 966, 200. 00

4, 298, 586, 231. 72

1 Includes $79,664,436 permanent and indefinite appropriations not included in Budget estimates prior to 1929.
* Revised to u t e .
* Heretofore included in estimates o f appropriation for “  Postal Service payable from postal revenue.”
* Indudes $107,000,000 1027-28 supplemental appropriation for internal revenue refunds.
* Exclusive of $45,233,5064)2 (of requirements of fiscal year 1927 including deficiencies and replacement of amoun advanced from appropriations for fiscal year 1928.
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ym THE BUDGET, 1929

T h e  B u d g e t  fo r  1929, herew ith  su bm itted , is m ore  com plete  than an y  o f  its predecessors. I t  is the in tent o f  the 
law  crea tin g  a B u d g e t  system  fo r  the F ederal G overn m en t th at the annual B u d g et in clude  estim ates fo r  all needs 
o f  the G overn m en t fo r  the fu ll 12 m on th s fo r  w hich  B u d g et estim ates are su bm itted . In  ou r  grea t and grow in g  
G ov e rn m e n t changes are k a le idoscop ic  and new needs and im perative new  dem ands arise overn igh t calling fo r  co n 
gressional help . T h e  C h ie f E x ecu tive  is com m itted  b y  law  to  the p o licy  o f  m aking each annual B u d g et a com plete  
p rov ision  fo r  a full year, apprecia tin g  the w isdom  o f  such a p o licy . W h ile  actual deficits are rare, su p p le m e n ta l, 
becau se  o f  the reasons c ited , persist, and persist large in am oun t and m any  in  num ber.

E stim ates o f  th is character, w hich  h a v e  already been  su bm itted  to  this C ongress fo r  inclusion  in the urgent 
de fic ien cy  b ill, tota l ap p rox im a te ly  $204,000,000. O f this am ou n t, $106,000,000 is m ade necessary b y  new  legis
la tion . O f the ba lance o f  ap p rox im ately  $98,000,000, the sum  o f  $43,000,000 is requ ired  fo r  tax  refunds, $7 ,000,000 
fo r  em ergen cy  flood  relief, $8 ,000 ,000 fo r  claim s and ju dgm en ts , w hile the rem ainder is needed for  notional defense 
o r  to  m eet dem ands o f  po licies th a t h a v e  congressional approval. T h e  n on en actm en t o f  the secon d  deficien cy  bill 
du ring  th e  session o f  C ongress w hich  closed  M a rch  4, 1927, necessarily  adds to  the tota l o f  these supplem ental 
estim ates w hich  m u st n ow  b e  presented to  the Congress.

R E F U N D I N G  T A X E S

I  be lieve  the tim e has co m e  w hen  ou r  estim ates o f  appropria tion s fo r  re fun d in g  taxes illega lly  co llected  shou ld  
b e  reflected  in  the ap p ropria tion  item s requ ested  in the B u d g et. In  prior  years th is item  o f  expense, w hile reflected  
in B u d g e t  estim ates o f  expenditu re, h as n o t  been  fu lly  reflected  in the annual estim ates fo r  appropria tion s. T h e  
op era tion  has been  con d u cted  on  a ca len d ar-year  basis b y  m ak in g  the refu n dm en t o f  taxes an item  fo r  inclusion  as a 
su pp lem en tal, rather than  B u d g e t, estim ate. T h e  B u d g e t  herew ith , conta in s an estim ate o f  $135,000,000 fo r  refun d
m e n t o f  taxes fo r  the fu ll fisca l y e a r  1929. T h is  is in h arm on y  w ith  the p lan  to  h ave  th e  A n n ua l B u d g e t  estim ates 
re flect the con d ition s  fo r  the fisca l y ea r  to  w h ich  th ey  relate. T h e  ba lan ce  o f  the cu rren t fiscal y ea r  w ill b e  covered  
b y  a  su pp lem en ta l estim ate.

In  the dev e lop m en t o f  th is p lan  the estim ates o f  ap p rop ria tion s in th is B u d g e t  carry  ap p rox im a tely  $80,000,000 
m o re  fo r  perm anen t and indefin ite ap prop ria tion s than has appeared in p reced in g  B u d gets. T h is  is all in the in terest 
o f  h a v in g  the B u d g e t estim ates reflect actu al requirem ents. T h is  is a step in the r ig h t d irection . I t  narrow s the 
m argin  betw een  ou r  estim ate o f  ap p rop ria tion s and the estim ate o f  expenditure. T h e  la tter  estim ate h as a lw ays 
carried  these item s, b u t  their reflection  elsew here in the B u d g et as estim ates o f  appropria tion s is m ost desirable. 
T a k in g  the refun dm en t o f  taxes item  and these add itiona l perm anen t and indefin ite fu n d s togeth er  w e h a v e  an in 
crease o f  $230 ,000 ,000 o v er  w h a t w ou ld  h ave been  requ ired  u nder the plan  o f estim ates h eretofore  fo llow ed  in preparin g  
th e  annual B u d g ets . T h is  is  n o t  a real increase, as these item s h ave  a lw a ys been included  in  the estim ates o f  
expenditure.

C I V I L I A N  E M P L O Y E E S

T h e B u d g e t  herew ith  con ta in s  fo r  the first tim e estim ates o f  ap p rop ria tion s fo r  com m en cin g  liq u id ation  o f  the 
lia b ility  o f  the G overn m en t to  b o th  the c iv il-serv ice  an d  foreign -serv ice  retirem ents. T h e  C ongress w isely  authorized  
subm ission  o f  estim ates for  th is pu rpose. T h is  con form s to  the princip le u nder w hich  we h ave been  operatin g  to  
am ortize  o u r  lon g -term  com m itm en ts . F o r  the c iv il-serv ice  retirem ent fu n d  the estim ate is $19,950,000 an d  fo r  the 
foreign -serv ice  re tirem en t fu nd  $213,000. T h e  G overn m en t boa rd  o f  actuaries estim ates th at an annual appropria 
tion  o f  the form er am ou n t for  71 years an d  o f  the la tter  am ou n t fo r  60 years w ill m eet fu lly  the accru ed  and accru in g  
lia b ility  o f  the G ov e rn m e n t to  these tw o  fu nds. S ince these estim ates are based  on  th e  present p a y  ro ll, an y  increase 
in  the ro ll w ill be  reflected  in  a red u ction  o f  the tim e in  w hich  the lia b ility  o f  the G overn m en t w ill b e  fu lly  d ischarged . 
A n  increase o f  1 per ce n t  an n ually  in  the p a y  roll o f  those con tr ib u tin g  to  the c iv il-serv ice  retirem en t fu n d  w ou ld  
redu ce  the p eriod  o f  am ortiza tion  from  71 to  42  years.

W e  are n ecessarily  con cern ed  in  the F edera l p a y  roll. T h is  con cern  in v o lv e s  b o th  th e  interests o f  the taxpayers 
an d  those w h o  are on  the rolls. T h e  e ffort has been  to  d o  equ a l ju st ice  to  b o th . T h e  classifica tion  a c t  o f  1923, w ith  
the extension  o f  com p a ra b le  rates o f  com p en sa tion  to  those in the field  serv ice , has su bstantia lly  m e t the s itu ation . 
In  1923 the average sa lary  o f  F ederal em p loyees a t  the seat o f  g o v e rn m e n t w as $1 ,674 . W h en  the classification  a ct 
w en t in to  e ffect in 1924 it  in creased  the average sa lary  to  $1,749. F o r  the fisca l y e a r  1927 the average sa lary  h ad  
increased  to  $1,846. F o r  1928 the average sa lary  w ill be . a b o u t $1 ,886 and fo r  1929 w ill am oun t a p p rox im a te ly  to  
$1 ,897 . A d eq u ate  p rov is ion  has been  m ade fo r  th ose  em p loyees w h o  are in ju red  in  lin e  o f  d u ty  and fo r  those w h o  
are retired  because o f  perm an en t d isab ility  or  age. T h e  allow an ce fo r  annual an d  sick  lea ve , the reasonable  h ours o f  
d a ily  serv ice  u nder fa v ora b le  w ork in g  con d ition s , and the p erm a n en cy  o f  em p lo y m e n t are o th e r  fa ctors  w hich  fa v o r  
th e  G ov e rn m e n t w orker. T a k in g  all th ings in to  con sid eration , I  fee l th a t the G o v e rn m e n t is libera l in  the treatm en t 
o f  its  em p loyees. I f  th is w ere n o t  so , i t  is h a rd ly  p ossib le  th at the c iv il-serv ice  reqords w ou ld  sh ow  th a t m ore  th an  
a qu arter o f  a m illion  person s so u g h t F edera l em p lo y m e n t in 1927 w hen  the n u m b er  o f  v acan cies w as on ly  38 ,700 . 
A ll o u r  in vestigation s sh ow  th at in  p laces p a y in g  less than $2 ,500 to  $3 ,000 (h e  ra te  o f  p a y  b y  th e  G o v e rn m e n t is 
h igh er than in  com p a ra b le  p laces in  p r iv a te  e m p loy .
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MESSAGE TRANSMITTING TH E BUDGET IX

NATIONAL DEFENSE

In  1927 there w as availab le  fo r  expenditure fo r  defense purposes, exclu din g  all n on m ilitary  item s and retired  pa y , 
1576 ,000 ,000 . T h e  curren t y e a r ’s ava ilab ility  w ill b e  $625,000,000, w hile this B u d g e t con tem pla tes availab le defense 
fu nds o f  ap p rox im a te ly  $645,000,000.

T h e  estim ates ca rry  $48,000,000 fo r  increase o f  the N a v y . T h is  p rov id es fo r  prosecu tion  o f  w ork  on  all p ro jects  
au th orized  b y  the C on gress w ith  the excep tion  o f 3 subm arines and 12 destroyers authorized  in  1916, fo r  w hich  n o  
fu n d s are desired at th is tim e. N a v y  cra ft  u nder con stru ction  in 1929 w ill com prise  2 subm arines an d  8 cruisers, o f  
w h ich  2 w ill b e  p ra ctica lly  com p leted  in 1929— the Pensacola  and Salt Lake City. A m p le  fu n ds are p rov id ed  in  the esti
m a te  fo r  the m od ern iza tion  o f  the battlesh ips Oklahoma, and Nevada, in  accordan ce  w ith  the ap p rov ed  m od ern ization  
p rogram . N ecessary  fu n ds are p ro v id e d  to  carry  o u t  th e  th ird  in crem en t o f  the five -yea r  air program . I t  is expected  
w ith  th e  fu nds recom m en d ed , the N a v y  a t  the end o f  the com in g  fiscal y ea r  w ill h ave  696 planes o f  the 1,000 final tota l 
Contem plated in the p rogram  a p p rov ed  b y  the C ongress. A d d ition a l fu n ds are also recom m en ded  fo r  the lighter^ 
than-air sh ip , fo r  w h ich  C on gress has a lrea dy  ap propria ted  $200,000. >

A rm y  estim ates con tem p la te  a R eg u lar  A rm y  o f  118,750 m en  w ith  12,000 officers, 30 ,000 trainees fo r  th e  C iti
zen s’ M ilita ry  T ra in in g  C a m p , 15,725 trainees in  the O rganized R eserve , 125,000 cad ets in  the R eserve  O fficers’ 
T ra in in g  C orp s , and a  N a tion a l G u a rd  strength  o f  188,000 m en.

T h e  to ta l a v a ilab ility  asked  fo r  A r m y  housin g  in 1929 is $7 ,115 ,000 , in clud ing  co n tra ct au thorization . T h ere 
is carried  in  the su pp lem en tal estim ates fo r  1928 the sum  o f  $6 ,166 ,000 fo r  A rm y  h ousing, th at being  the am ou n t 
w h ich  fa iled  o f  en actm en t in  the secon d  defic ien cy  b ill in  the last C ongress. T h is  m akes a to ta l availab le  in  the tw o  
estim ates o f  $13,281,000, and com p letes  the au th orization s so fa r  m ade b y  C ongress fo r  this purpose. In  addition  
th ereto  the am ou n t recom m en ded  fo r  repair and m a in ten an ce o f  barracks, quarters, sewers, roads, and w ater system s 
am ou n ts to  $10,440,000, an increase o f  $1 ,672 ,500 o v e r  availab le  fu n d s  this curren t year. In clu d ed  in  these esti
m ates also is an increase o f  $2 ,000 ,000 o v e r  the 1928 ap propria tion  fo r  am m unition . E stim ates herew ith  fo r  the 
A rm y  A ir  C orp s  p rov id e  fo r  the secon d  y ea r  in crem en t in  the five -yea r  p rogram  look in g  tow ard  1,800 airplanes at 
the end o f  the five  years.

A I K  S E R V IC E

W e  h a v e  p roceed ed  su ffic ien tly  fa r  in  o u r  air serv ice  p rogram  to  sh ow  the w isd om  o f  the leg islative p o licy  w ith  
regard  to  th is im p o rta n t and d ev e lop in g  line o f  F ed era l a c t iv ity . U n d er  th is p o licy  the needs o f  the F ederal G overn 
m en t are b e in g  m e t w ith  o rd erly  stim u la tion  o f  p r iv a te  in du stry . T h e  ap propria tion s o f  the pa st as w ell as the esti
m a tes n o w  su b m itted  are all in  fu rth eran ce  o f  th is p o licy . O ur p rocu rem en t o f  aircra ft and accessories is fro m  priva te  
in d u stry . T h is  is as it  sh ou ld  be. W e  h ave  g on e  fu rth er th an  this. P riva te  in d u stry  is n ow  opera tin g  b y  con tra ct 
o u r  en tire  posta l a ir m ail serv ice . W e  n o w  h a v e  13 con tra ct m ail routes in  op era tion  an d  7 oth ers u nder co n tra ct  w ith  
a  v iew  to  th eir  early  opera tion . W e  can  p o in t  w ith  pride  to  th e  F edera l op eration  o f  the p osta l a ir m ail serv ice . 
Su ch  op era tion  w as necessary  in  the beginning . W e  can  p o in t w ith  equ a l p ride  to  the turning o f  th a t serv ice  o v er  
to  p r iv a te  in d u stry  fo r  op era tion  u n der con tra ct . T h a t  has resu lted  la rgely  from  the p o licy  w hich  this N a tio n  has 
been  pu rsu ing  in  air n a v iga tion . T h a t  p o licy , p ro b a b ly  m ore  than  an y  on e  o th er  th ing, m a de possib le  the h an dlin g  
o f  th is business b y  p r iv a te  enterprise. In  the rea lm  o f  n av iga tion  b y  air, I  h a v e  m en tion ed  elsew here the provisip i) 
m a d e  in  these estim ates fo r  carry in g  o n  the five-year air p rogram s fo r  the A rm y  and N a v y . In  ou r  c iv il w ork  the C o a s t  
G u a rd , the P ro h ib it io n  S erv ice , an d  the F o re st Serv ice  are also op era tin g  airplanes. T h e  D ep a rtm en t o f  C om m erce  
is a lso  u sing  p lanes in  its a ir n a v iga tion  w ork . P rov is ion  fo r  a ll o f  these is m ade in  th e  estim ates h erew ith  su bm itted , 
w h ich  also ca rry  fu n d s fo r  fu rth er  d e v e lop m en t o f  o u r  lig h ted  airw ays. W ith  regard  to  th is la tter  F ederal fu n ction , 
th e  en d  o f  the n e x t fiscal y e a r  u nder the estim ate  herein  su b m itted  shou ld  see m ore  than  10,000 m iles o f  ligh ted  airw ays.

FEDERAL AID TO STATES

I  am  in clu d in g  in  th is  B u d g e t  an estim ate o f  $1 ,108 ,000 fo r  the p ro m o tio n  o f  th e  w elfare and h yg ien e  o f  m a tern ity  
an d  in fan cy . I  refer to  th is estim ate fo r  tw o  reasons. T h e  first is, th a t th e  au th orization  fo r  th is ap propria tion  expires 
w ith  the fiscal y e a r  1929. T h e  secon d  is, th a t it  m ark s the term ination  o f  F ederal con tr ib u tion  to  a .p ro je c t  w hich  is  
fo r  S ta te  con tro l and adm in istration . T h e  exten sion  fo r  tw o  y ears  o f  th e  p rov is ion s  o f  the a c t  fo r  th e  p rom otion  o f  
th e  w elfare and hygien e o f  m a tern ity  and in fan cy  w as ap p rov ed  w ith  the u nderstanding  th at its  ad m in istration  du ring  
these tw o  added  y ears  w ou ld  be  w ith  a v iew  to  the d iscon tin u an ce  o f  F ederal aid thereafter. S ix  y ears  o f  experience 
u n der the able adm in istra tion  th at has ch aracterized  the G overn m en t’s p o licy  w arrants th is p erm an en t w ith draw al 
o f  F ederal a id , assured th a t the S ta tes are n ow  o r  shou ld  b e  able to  carry  on  th is w o rk  w ith ou t aid  o r  in terferen ce 
fro m  th e  F ederal G overn m en t.

T h is  open s u p  th e  w h ole  su b je ct  o f  S tate  a id , w h ich  desp ite  frequ en t w arnings con tin u es s tron g ly  in tren ch ed  in 
F ed era l operations. W h ile  the am ou n t o f  m o n e y  taken  annually  from  the F ed era l T reasu ry  fo r  su bsid ies to  States 
is  n o t  in con siderab le , th e  dangers inherent in  the p o licy  are o f  far  grea ter  im p ortan ce . T o  relieve the S tates o f  th e ir
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THE BUDGET, 1920

ju s t  ob liga tion s  b y  resort to  the F edera l T reasu ry  in the final result is hurtfu l rather than helpfu l t o  the S tate , and 
un fa ir  to  the p a yers  o f  n ation a l taxes. T o  tem p t the S tates b y  F ederal subsidies to  sacrifice their vested  rights is 
n o t  a w h olesom e p ractice  n o  m a tter  h ow  w o rth y  the o b je c t  to  be  atta ined . F ederal interference in S tate  fu n ction s 
can  n ever  b e  ju stified  as a perm an en t con tin u in g  p o licy  even if, w hich  is d ou b tfu l, such interference is w arranted  b y  
em ergen t co n d itio n s  as a tem pora ry  expedien t. A s  show n in the m atern ity  and in fan cy  act, w hen  on ce  the G overn 
m e n t en gages in such  an enterprise it  is a lm ost im possib le  to  term inate its con n ection  therew ith. W e shou ld  n o t 
o n ly  d e c id e d ly  refuse to  cou n ten an ce  ad d ition a l F ederal participation  in S tate-a id  p ro jects , b u t  shou ld  m ake careful 
s tu d y  o f  all ou r  activ ities  o f  th at ch a ra cter  w ith  a v iew  to  curta ilin g  them .

FEDERAL BUILDINGS

W ith  a v iew  to  exped itin g  the con stru ction  p rogram  au th orized  b y  the p u b lic  bu ild ings a ct o f  M a y  25 , 192G, 
estim ates o f  appropria tion s am ou n tin g  to  $8 ,131 ,000 w ill be su bm itted  fo r  the consideration  o f  Congress in  (h e  first 
d e fic ien cy  b ill o f  th is fiscal year. T h is  a m ou n t w ill perta in  to  the p ro je c ts  in clu d ed  in  the pu b lic  bu ild in gs ap pro
p ria tion  b ill w h ich  fa iled  o f  passage the last fiscal y ear  and fo r  w h ich  au th ority  to  enter in to  con tra cts  has been  p rev i
o u s ly  au th orized . T h e  estim ates su bm itted  w ith  this B u d g et p rov id e  fo r  p ro je c ts  a t  lim its o f  co s t  aggregating 
$53,577,000, an d  carry  a  to ta l requ est fo r  ap p rop ria tion  o f  $13,000,000. T h is  am oun t, togeth er w ith  the ap propri
a tion s a lread y  ava ilab le  an d  those requ ested  in the u rgent defic ien cy  fo r  th is year, w ill p rov ide  am ple fu n ds for 
expend itu re w ithin  the y ea r ly  lim it o f  $25,000,000 fixed  in the act.

REDUCTION IN SIZE OF PAPER CURRENCY

D u rin g  the past y ea r  an exhaustive  s tu d y  in v o lv in g  the designs o f  th e  p aper cu rren cy  issues o f  the U n ited  
States has been  com p le ted  and defin ite  con clu sion s h ave  been  reached . N ew  designs are being  prepared  w hich  w ill 
e lim in ate th e  ex isting  con fu sion , and the size w ill be  redu ced  a b ou t one-th ird .

F o r  m a n y  years there has been  a co n s ta n tly  grow in g  dem an d  fo r  increased supplies o f  p a p er  curren cy . M atty  
fa ctors  h a v e  entered  in to  the situ ation , am on g  th em  being  the grow th  o f  the co u n try  in popu la tion  and w ealth , and 
the m ore  exten ded  use o f  p a p er  in stead  o f co in . D u rin g  the p a st d ecade the p ap er curren cy  ou tstan d in g  has increased 
fro m  536,600,000 p ieces, in  am ou n t ex ceed in g  $4 ,212,000,000, to  865,300,000 pieces, in  am ou n t ap prox im atin g  
$5 ,715 ,000 ,000 . In  order to  m eet the cu rren cy  requirem ents, the B u reau  o f  E n gra v in g  and P rin tin g  delivered  514,
688,000 p ieces du rin g  1917, and 992,339,000 p ieces during 1927. C on sta n tly  increasing appropria tion s h ave been 
requ ired  an d  it  w as ap parent sh ou ld  the increase con tin u e it  w ou ld  be  necessary  to  p rov id e  additional p rodu ction  
facilities. B o th  o f  these con sideration s h ave  been  e ffective ly  m et b y  the action  taken.

T h e  red u ction  in size w ill serve the p u b lic  con ven ien ce , w ill crea te  su bstantial savings in  expense o f  m anufacture^ 
an d  will insure th at ex isting  m a n u factu rin g  facilities w ill m eet increased dem ands fo r  m a n y  years to  com e«

SECOND LIBERTY LOAN

T h e  retirem en t an d  re fu n d in g  o f  ou r  secon d  L ib e rty  loan  has aided m ateria lly  in  lessening ou r  in terest charges. 
O n  F eb ru a ry  28, 1927, there w ere ou tstan d in g  $3,104 ,520 ,050 secon d  L ib e rty  loa n  bon d s, p ra ctica lly  all o f  whicH 
b o re  in terest at the rate  o f  i}/i p er  cent. F ro m  F eb ru a ry  28, 1927, to  N o v e m b e r  18, 1927, bon d s to  the value' o f  
$575 ,000 ,000 w ere retired  w ith  fu n ds availab le  fo r  d e b t  redu ction . T h e  rem ainder, ap prox im a te ly  $2 ,500;000,000, 
are be in g  re fu n d ed  in to  securities bearin g  in terest a t the rate o f  3J^ per ce n t ’ and u nder. T h e  savin g  in  annual 
in terest b y  th e  d e b t  red u ction  e ffected  b y  retirem en t o f  these bon d s am ounts to  o v e r  $24,000,000 and th e  annual 
savin g  e ffected  b y  th e  re fu n d in g  opera tion s w ill am ou n t to  m ore  than  $21,000,000, m ak in g  a  to ta l annual sa v in g  in 
in terest o f  m ore  th an  $45,000,000. T h e  to ta l re d u ctio n  o f  annual in terest d u e to  refundings and pa ym en ts on  the 
n ationa l d e b t  fo r  th e  ca len dar y ea r  1927 w ill b e  a b ou t $75,000,000.

C a i v i n  C g o u b g e L
T h e  W h i t e  H o u s e ,

December 5, 1927.
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