
LL TEXT OF PRESIDENT W. H. TAFT'S FIRST ANNUL
&' 1 olowhng Is President Taft',

i. -n all:
t•_ .• itiate and the House .,

i5ves: --
~ elations of the United Igtate-

a- foreign governments have con.
lt upon the normal basis of antrty

good understanding and ar. vere
Estlafactory. Pursuant to the

of the general treaty of
cncluded between the

Viaes4Atates and (reat Britnin April
;4. -. 11l, a qpeelal agreement was en.
-t.•d lti, ,etween the two countries

,an January 27, 1909. for the subm!r-
'a!e of questions relating to the filsh

Son the North Atlantic comst to a
traual to be formed fr..om member.-
ao the permanent court of arhbitration
hi t1"e Hague.
In accordance with the provisions of

the speclal agreement tlh print..!
OeS of each go

v
erni ,' it as,, on te-

tohtr 4 last, sutiuitltel to the tthr,
auti to the arbitration tribunal at The•
HAgue and the counter cuse of the
Ut ted States is now in course Al
prefaratton. The Amer:can rights un-
d*t the faheries article of the treaty
of 181 have been a cause of difference
b*weea the United States and treat
attain for nearly 70 years. The in-
t1e nta involved are of great Iti-

1tanee to the American fishing in-
4itrJy and the final settlement of the

troversy will remove a source of
otant Irritation and on.plaint. This
I the first case involving such great

ational questiona, which has •men
iaitted to the permanent court of

aktration at The Hague.
The treaty between the United States

un- Great-Britain concerning the t'an-
543am International boundary concluded
A 1 ii. 1901 , authorises the appoint-13 of two commissioners to define

S park accurately the International
a_1dary line between the Unitea

and the bominion of Canada
in the waters of the Passmamquoddy

-.we and provtdes for the exchange of
Ihtlefa within the -period of six months•iTe briefs were dlay presented within
h prescrill.d pierlod, but as the com-

allostnel failed to agree within aix
lpaths after the eachasge of the

1iated statements, as required by the
tisIty. it has now become necesaray
to tesfrt to the arbitration provided
.a in thd article. The international
Ar comrmaison, appointed pur-

to and under the authority hf
. eonventlon of April II, 1908, be-

the United States and Great
in, has ecompleted a system of uni-
n d common international, rela-

-thiba for the protection and preserva-
tip of the food fishes In international
b~Op~•~,•qaters of the United tates

u'he regulations will be duly stib-
mstea4 to Congress with a view to the

_en•dttnLt of such legislation as will
hS neessary under the convention to
_ilt them into operation. The conven-
t povides for the settlement of
I•national differences between the
•ilted ltate. and Canada, Including
the apportionment between the two,

1etries of certain boutndary
Wters and the appointment of conm-
Mheelerrs to adjust certain other

ihatUorns signed on the eleventh day
-o Jantary. 1909. and to the ratiflca-
tiSh of which the senate gave its41bri and consent of 'larch 3. 1909.
has not yet been ratified on the part
of Great :ritaln_

Commissioners have been appointed
+ the part of the United States to act
jdintly with comnmssioners on the part
of Canada in examining into tite que-
thon of obstructions in the St: John
ibter between Maine and New Irunsa-

wick and to make recommendations
for the regulation of the uses thereof.
and are now engaged in this work.
Negotiations for an international con-

nstererl.- to consider and reach an
arr nrFement providing for the pr(t.-r-
atl,. ; t, 'trtteIlon of the fur reale
lt ihe North Pe•rlle are in progress

with the ,\overnments of Great Britain.
aqpaen and Russia. The attitude of

the governments intertated leads me
to hope for a satisfactory settlement
of this question as the ultimate out-,
c-ne of the negotiations.
'he second peace conference recently

hild at The Hair., nadoto.ted ta tn-
-vuttlon for th ,itatlislli, nt of an
lernationlual priz•e vturt upon tivt- joint
plaposal of dclegations of the t'nlted
-tste . France, Germany and trleat

31ttan.
The law to be observed by the tri-

buanal in h decisimon of prize castes was,
however. left in an unce-rtan tand
therefore unsatistfactory state. Article
7 of the convention providted that the
court was to be governel by the ,pro-
visions of treaties texisting hetween the iI,
beligerents. bLt that in the al.bsent-c
of such provisitona the t c.,urt shall a;p-
ply the ru!es of internationllt Itla. If
no generally recognized rule exist the
court shall give judgmenllt ill actcord-
ance with the general pIrincplllet ,f
justlce and equity. As. however. .atny
questions in international maritinme
law are understood differently ;teand
therefore interprets.e diffe.renttly in
various countrles, it was dltneed :ad-
visable not to intrust leatl:ative. itw.
ers to thet. proposed court but to etlerr_.
mine the rules of law prioperly aillli-
cable in a conference of the r.llre-sent-
ative marittime nations. Pursunnt t--
an invitation of Great Britain a con-
ference was held at Iondon from I --
eember 2. 1906. to lFebruary 26. 1909.
In which the following powers partic.i-
rated: The U'llted States. Austria- i
Hanasry, France. Germany. G(reat
-rita'n. Ltaly. Japain. The Nethlerlands, 1
Russia and Spain The tconference r,.- I
suited tn the declaration of Iondon
unanimnously agreed to and signed by 1
the participating powers concerning. .
among other matters, thel highly in.-
['ortant subjects of blockade. contra- a
balnd, the destruction of neutral plrizes -
'aed eontlnuous voyages.

TIb declaration of Lo'tdon is an em-
Innstly satlsfactorv codification of the -
ttesreational maritome law and it is .
h•ped that its reasonab!eness andt fair-
nw -will secure its general adoption, r
as well as remove one of the difflnul- t
ties standing in the way of the estab- I
listment of an international prize ,
e••rt. ader the authority given in
the sindry l•vil appropriatir. act. ap- I
prved Mareh 4. 1909, the U'nite-d •

At)ta was represented at the Inter-'
10m+sigml conference on maritime law I
t braeis. The conference met on t

ithe tWred-.tighth of September last. a
-ad in the signature and refer- a

etof a coareation for the uniflca-
g it certat regulations with regard t

". p i4jtie assistance and ca lrage- f
r A,~

and i-.nv0.ntilon for thie unification o.
crertain rules withi regard to c',liisiona
at s.sa.

The new projects of .onventlonn
whichl have not heretofore been eon-
sidered in a tldtpl.n.ati. (ifer-ni.,
not'-, ly. One concemrning the limitation
,of the reslel,nsltilitvy of ship owners

rald the other coneerning marine mortL
;agirs and DrlviletPgs. have been suh-
mnittie-t by the .conf*-renic.e to the dif-
ferent govfrnnments. The. conference
adjourned to n*-."t again 'n April 11.

The, international confere.nce for the
purpose .of promnioting ulniform legisla-
tinnt concerning letters of exchange,
whicih was .a:lt-.t tI, the gove.rnllent
of Th. N. tho.rlands to imeetin at Til.
Hlague in S•iptebllh r. 190)9. has been
piosti-,ni-l Ito meet at lth. 'apital in
June. 1910 Th.- lUlited St.te. atll bhe
appropri at. tlt r presentedi in this ,on
f."ren.c. stn i-r tlb. prtinti eat therefor
alriedy) mal.t hty' c',ngrlleslr

iThe ....ioriiil Invitation oif ielgium to
b." r. pr,.-it.-n.tl hy a fitting display of
Atm.ericean pir.-gres. in thet useful arts
anil inventios atit the airldt' fair to le
heli at nllus-elt In 19llo. r,-mnins to I,..
Wieto i pn,, by the conigrl ss Miimlfiul
,of thie no aIutagII e t," ane.- rle to our lr-
tlHlanl ;insl iprodlll 'rs in .nlpill-tlition
awith tliltr riontlnenttiil il;ilts. I rionea
the r-ec-.men-daltions hieretofore tnate
that provilsions .he iIade foir acceptaioe
of the iinvitnil.on and adte.ilit, relre.
sntalti..n in the explosition.

TI
h e qluestion ari-ing out of the T1el-

gliil anillextion iof the independetint
ltat-t' of the Coing1. a lhich has so long

and earnestly ireoclupied the uttn-
tlion iof this gloverllnmeint anlid enlisted
the sympillthty of our ibeslt citiGzens is
still open, but in a nlore hol-efuli stage.
This g ove-rnment wa sl along thie fore-
mnost in the great work of upllifllnu
the unciviliziIed regions ofA A•frl.leit
urging the .exte.nsion of the i.nftits
ilf civilization, education anln fruitful
open commnerce to that vast domain,
nd IN a Ilparty toi treaty engaglnements

of all the. Ilnteres(tied paiw- *rsl de•signe.d to
carry out that gretlt duty It humiiIniy-,
the way to he tter tlhe original and aid-
ventitious 1conditions so burdensome
to the native's nd no dektructive to
their development. has been plinte.d
olut )by observation nd experience,
not alone of Amierican representative..
but by cumulative evidence from all
quarters and by the investigations of
Belgian agenits. The announced pro-
grams of refiorm•. striking at many i-f
the evils maid to exist. are an augur)
of better things. The nattit:de of the
'nited States is ine of benev-ole nt ,On-
-oiuragetment. rcouplel d with a hopeful

trust that the good work respa•nlthly
undetrtaken aund zetalously plerfected to
eciompliAbment . of the result so, ar-

lently desired, will soon justify the
wisdonl that inspires them and satisfy
the diemnds ofI humanl sientinelt
throughout the wortl.

A ilonvention between the United
States and Germany. under which thei
nonsworking proivisions of the German
ilatent law iare imltde- iqapplicable to
the latenits iof An.eirlcun citizens, wtli
cuonclutded on February 't. 190!., annd
is nowp In force'. Negolitiatiilns for sim-
iar convent one. iaking to the pilacing

of Americain inventoillrs on the i;ltmel
foitin" as other naltioilnlitiites huv. r-.
crutly been initiateld with other i;uro-

n"starl government.. whose liaws require
the hi..al working of fori~tn Iatents.

'nd-er an alppropriation mad. at the
last ssinon of t IheI .lngresi,. It ciolm-
mnisslilon was sent on Anlt-rican cruisers
to Monrov:a to investlgate the inter-
sats of tlh I'nited Stat-es and its citi-
eirw in Liberia. i'lp.n its nrrival in

urilrovia the c.ommtiision was enthtusi.
ilatically received and dtring its stay
in Lilb-rin was ev-iiyahere Imlet with
the heartilest expressiion of gtent will
for the Amnlerialn goiviernlment and ipeo
tile and thie hope wais repieiatedly ex-
Iresaid on all sites thlnt this gov-ern
unent might see its waiy clear to, titainethi-lntlt to relieve tlhe crltical posi-
ion of lithe repubil. alrising in a imeas-
trel fnlin external. as wiell as initlernal
ani ftlinani-l;l eimbairrNasiment.

The L.iberiant ge~lt'rlnnttltt atfrrdei
ev'ery fatillty to ilt ('thnttilsiton) f,.r
asc'rtainhnlg the, true stlate of affnalr

Th'e entllitaitlion ale..o had llnfe.rene,,•.
\w'ith represe•ntative l i cizv.tns interestl I
forilihners and the itrepreset.taitiv.s., I
fortiglin governmenlts In \io.nro++at V'is.
its weret madelli to various parts of tilh
replhi,- alind to the niei hb.ring lrit-
ish colony of Syria I.tenn. vi.where. the
comnllllililn was rteilvted mutld tonferretf
with thet gotve.r•r. it will ibe. ren.t"-
th.er.id that th. inter.es.t of the U'nited
fitat.ls itn the re.pubii. of I.iheriaspritngs frl tll l . historical.il fl t .tf til.
foundaltioln ..t thlt republic ly tihe col-
oniittllon ofl . nlln ri..ll.lal iitiz .ns of thl
-frietnl ratie iIn lan early treatyI with
1ilbari t thier i . pri'v.sio.In under
which tit. i'uitl'd Stat.-s it . llhe c'atlled
tuto for advice or assist.n-ce. Pur-
suant tol thtis prvision and ilit the stpirit
of the i ioral 

r
el-!tia.lnhip of the 'nitedt

'ear ask..I this g.v ttlitrnmt. t to lend
inlllislt.lui. in tit.e stlulion .rf lertai of

lThe rl.prt o.f Iur" llm Ils i. 'rs
h its jIn t l teen i tplet.e. alnd is n•-to
under mauininatuio by lh ith ipliartimnt-of stat.. it is iiped that they result
in stn.• h.l.ef I nlt. statres, in whit-it
case it inaR hut. ni dutl\ again to intt-

The. N-.rvwegiat goite.rn•. ntl by a
notet addresased on Jtt.anuary- 6. 1909. Ito
thie ti]partrnet• t i- stat., conv.eyed ant.
invitation to the govern nt of thSt ti'ttit Slt I. Itt tak.' tart in It ran
f.renet., hich it is uld.rst l .i ll wil be
held in F.lerualry or Jlt.ri.h. 1910. fit
tih. piurpos. lf d. v'isinlg ittin•as to rem-
edy existing ct•lditions inl the Spitz-
'nhergnr tt ililands. This invitation was

etJtouVttedt utider reservattion that lthe
tlu-stli.n of ailtering the statul+s of tlhe
Istlandsi. als c..untries. Itti.nltging tIl no
partitu'ar state as el tuaill-y .t.pe t.. tblt
Sitiztns and suhbb-ets o .ill t-ites.
tshlould not bet raised.
The European powers • tvite-l t., tis

ie.nf'erence by the govt-rnt lt t of Nor-
wa' were, Itelgiurn. I1 tntairk. I-'r te .

..-rrmanyn. (;rett Britinit . t--i. -,
den anti The Netht-rlruttis

The department ior sl t . int i, .a
pr.oofs filted with it in li; .ttia u.i:n t!!,
Amtenr!tn p"osse•.tssi"n, o. . . 11ti -t..
Working of ertailn tit:-l.-beatrint !l!
in Spitibirget.n. itct--pt..•e t i... Itlta-ion under the, resut-rvat, n iabotis. lt:t.,

ard under the further re'--.rati.on tih :all intere.sts in tlhotse islands rt ..
vested lishohuld •t- tr.•t.lrb. ed ai t. It

then, should I- .e-.luai"ty of ."plrt ..t .
for the future. It was. Iurrth.r I"l..t.

'ut that membe-rhip in thi.. conferentr
on the part of the I-'niitr tat, wa.
qunlifled by the c•,nideration that thih
government Wr,oll tlr I..c'ertn- i Ft•.
natory to any. on•venlr-ntl'n:l arrange
min-ltt errncluded by the IEuropean n.m-n.
bPrs of the c~•nfere,-rm nc0 :ii '.wou inm-
Iply rontributo.ry part'r.. : +.t .Jh Iry I;:,
United ltate. in inn" ol,;ig;ltion or rt-
sonsibtility for th.e '-nf,,r, ren.tt of an'
sthemr- of administrantf.n w hich snint,'
be devised by th." e'nf.-re•rn-r .f itI

The Near East.

111M mnaj.esty, M1hrnei C.. sultrtln .i

Tcrkey. rot-ntly s ,nt to this coin,tllr.

govl-rnnment olb.the Itt-ii:ntIl r'. pir'
frilom i",nr of retrograd l,• l tli l to lr

i'"sllt, t tionni g.aeri,,at w
i
th :mr.

liot-0t and with proIr. sic. pi b i,..
of r.-form andl public- ii'pr",ve•l.ent, I'
one ofl the ir.polrtant phenml tina rl

ar-•rs ialso to h.-v-, Inl.d, furth.-r ::d.
vian( in Perstia. w• hose -ivents h:
tuini-l lbt.-'e. of the wrlid upt- t.ll,
neilar Il;-t. In th l t iarter tlh- re-' -

tlK.' .' the 1'n:te-l States has Rpreial
w idhs il hrullh tlb llpeaeeful" infllyn11•
of Allericl-n sch-,lI,, . ulniv'-raltl. s :"n1,

iinssi.nai:irles. There Is e'overy risorii
why IV0'- shoutild bth:in a gr' itir hliaiv
of thei -, n• pr'. or the near t,t .; t csi1.,.'
lithe- inlitionls iare motl re ftl'liavorable nosil

than -ver heforei

Latin-America.

1In of' the htr l piest 
.

'Vefnt' In r0,lte-nti

Piln-Aell ril'i nn iplomaty t's tihi pai
cif.l', independent M4,ttlemt y%" the got.-

ernlntmlls olf I 'flitba ndl Peru oiIf :s
I boundary- ltffrireni , httiwi.,n tlit nu
which for om nte intki. threon-jigd it
cause tsar tind men t~ entrain ,"n.hit-

the rnntlr aff.ting ith-,r rtpiul:i ,•tes l:ts
t directly en" rerned. Irom' varine,

quarters directly or indiirectl" concernrd
the intermediation of the l'nlted States

wun' sought to aosist In :1 s.lution of
the eontril " -r.-. D-,siring at all timeii

to abstain froml any indnhe mingling il
the affairs or sister republies and

having faith in lit- abliility iof tille -mi '
'ernm, tnts of P•ri and iiitnln.l tr it

selves to settle their differences in a
l;anner ' altisfactorv toi themsnl•l e::,

which. viewel d with riagnanitrnliti ,
wubllll Usuilage till emnlbittelrllment, this
•Rlvernnqent os•ldily abstalined from

hiilng dlrawn into tlhe lnlltrover-y andl
waL much grnlt'flt to findl Its con iI
dence ljustitelleld by t,-v ,nts.

iOni lthe ninth oif July ilne' there will
open at Itut-noi Ayres the fourtrh Pain-
Amneritnm -iitfer.-tm-. This cinfereni-ti

Ia. lr it , 1i (, . 1t /Il'.:tr~ tin mtl ii," rl i inlri,r

Il not ne."ona:lr} folr i,ne to remintlldl th,
enllrsr-, of, trhe i• i'ltlh al, Moriil anlr
commlnere,:li imiportiilci, of there gath-
rlngis. Yio are naked Iito Ilke ltiberal

Approlrilttion frr tour iplrticlinlio•n. If
this bh' arililted, t iit I. I)ipurl)pose tI
"lp)linnt distilnguittsd aind Plrepresen-
ltiive delegat•mttnlin. tuti li-u ttlnlly to
retpraesent this ,ountr andi to d1,nl with
the proble•, I f itr ilter-contin.ental in-
telrt'1 whleh will lie th-erel di-tius•tiedl.

iThe Argentine rtepuhllllh will ai iholn-
from lMiny to November, l1l1, nt t-luen-
it Ayrei-, . grea;t ittl.rnatiliinnal nigri-
culturill xtlhibitiio n li whlil, It lhe I'niitel
Statesl has ben invited to prti;ilpa

t
r.

t'oiinaile'rmg ithe rapid growth oi" tll,
tradll, of ihl, t 'he nited i 't hls with Ili.h
.irgrentine tepuhile a111i thie 'rdial re-
l;tilins existing between tilhe two nIao-
iilrn tolgether with Ihio fart that it
lrvh, les tn ipplirtllllniity to lIow, defer-
nie tito a sisi'tetr repuliile ofn the eil,tai

Mll)n o
f 

the cIchebration of its lltionali
Indeli'ndeelll,l . lit, lpr0lper IIdepa rtmentIIli.
if this goveri'irltntlit tare taking stelpsi Ito
lapplritse the interests concerned ofi the-
npportunity afforded by this exhlhthin.
in which aippr",priate participation by
hisin nrn,,litry i soil delstrable. The doit-
tlinuilion of ulan oflllieihl relpresaietntive

: ill.". rece.iing conln ldnerantin
Tl•hasy mora . than .ver laa.•tr,- Aanari-

cltll capit'll ias seea kilng iivstmtllnl,,t inl

frrelln ieaniltries, 5and American pratld

nlg forea'gn nlltrkllts. .lAs a ca lrttonstllquenc
in all ;, countriesl. thl r" tar. A.natrlean'
cit izets aIl .un lt s aalri .an ilntra'.. asts t,• hle
protected ,latl asea a sa n aithy tly ir gasv'rn-
lilt. Thlaltle imove In* nts of wenl, o
altai;l.al ald ,f ara ,nta aditiasa laring pP•a-
plas and antaaarnnl ilts claaser tagalth. r
IIand llso form anls ilh. peace muatad nnt-
ttual delldll•,enclyv. as thlay ltmusat alsao

lnaturally annlllethInI* a l;tk,, I ,. s.indI
pints olf friltion. T'lahe resultant asihtu-
alltn inaea itaaly iapa. .sa s upon this gaas-

rnl. alnt. l \ stly in
• • 

rea l l lalll dll resp l itsilalli-
ti'•s. This al'aniniil.stratin, througlalah lathe
dlhlpaIrltl it .)lll ;sIIs

ti
t i ltal l h. fh trl igll

trl'\ aT,. %i I. naalilng all Plrol r suatl 'rt
ti legitina i.-t alaal h* f 1-iaI Aamaricaa.
a t- lrtprises in flhrel igin nutl•i lllt . tlllhe

lby tih ,ati"aail radvanlltages lte ex-
la-at.l A aiti•e•l l hill aIaail asal-f arania t L.by
a-,ntrar .t airu a tla ra ,fisaa. alilvsa t hl ima,, tlla
aI lth rightl. i r anll tlahis ga,' ia ttl nt

s..tlpe th lbtliat ionl.s .t his oio•lt -
Sl.,a Inr h lpers.a:ta l at ld Plra l.rte rightl -
aIt. ia tl'at, are atatj stit infringel d Up n
aiii a farigl aanialtry Ta 'lsa a\il aease-

h ass vxations it i.s praIa r tlhat iln don.
lhlering whethelar Anla*ricaal .latarlprime

shuld be enaottragedl.l ,r .sttllartedl ilnl
a particurlar l lcountry r lit, gaaoveranaent
ashulll Kitve full waalclt nt onal t. the

anationahl as apps•aaaadt ta ha . :liidu-al:t
lbenefits to aaelruat. butl alsoa to tae f;•at

whethellr aor nat the gaa-otrnmnittat of the
acountryl- in quesltion is in its adafialtaas-

tration aa t all t its diplanlta•y f a.thfut
to tlh, lpal•tiplah ia al niaad-.raal aaa. aatatl"
taial justi-.-, atauaaa thalah taaltana' alalndl
intlal aatiaa.al reditl, It dipl•allalata .a s

5tr ll ala Iia linaaa..
l'ha '.aln-•Ae rltlat pa'h y ,f this

govaaaranataat has lt.'a bea a lt 'et ian ita
principl" s and r -• i ains unchangd.

With the cthaanged airtiaata nt.tas of
thla' I ite-d ttaha .tandl tlihe republiies to
thel .a*auth tf tus. latast atf •hcth tartaa
great nlatural reaoura eala 

. 
Slab,!, arcatn-

ilneltt and proagr sa•t-ai , l.-tal', the :ailr-
hension aaf tltich gas. risa t.a the .aIu.
raae daatriae. imat he said tl I !...i a r-
I. daslapl.arad. a:otl ateithlbr ti a at Ltrine
of Allmericaata ;ali, y lalahali l." tae r-

Ittlllta ,a t ' alaa-tate ,rt ta erp t; at:t ..aof irra'spnla billatla s ta•al a *alat,

'f Jlust obt ,!ti.tts r th. in ll i,,+,la ..a

agtalation ioft d.aaatil tanat tn It a, a .it t!,
latrt of the lnitald Satat .a

Ilsiatale the fUlnt•al enta• : t ,!a. trinest a
,tar .n-A. riatl . l olia.-a th, a .

-  
h t.,.

.,.ttall Up a rt--lazati t i a t , l. a!•,.I at-tr.-sts. ,t l nultffit. of• illtitllutim, t vIa
id :tis a ala t :a ll."tr shing ;,Ilt:a , t -. \lit

Ita.t I,, ,laas 1 i'l I." gI- eitaa v a tre, , t -

! ene' as• time gore's on, anrl increased
Sfuellities sucrh as the- great bank lsoon
4 to be i r.tabtlihed in 'ltirn America.

s.upl) the meancr•r for hitelding up the
eicol•s;ali intr-reantine

n
taltl l e,:erem'r'. ofer

the fluture.
.My meetinlg pith Prresdlenet Diaz and

th.' gre ting rxr'hange., rnu It.th Amtler:-
rucan enrt Mr'xu':rn soil per.rter . I hope,r t"' pign:lizri the c(lose inld .'ordial r'e-

latIlons .'hict-h .r, rell bind t.getherihis
reljhairl. and the great r-:'ublle Itn-

.rnl r :l' C.y to thr south, bhet'veen which
ti r. i •' ;:la at a lnetwork "'f material
int' rests. I eam ichappy to r.ay that all
but one .f t, ' '•r.ses which for so l)ong
vxed uIlr rlr-reltions with Venezurela
i;.lae Ir.,: a r, tlell within the past few
.,o•thsb. sar that nrwler the enlight-
,-n,.'d regi: ,r. n,.. dirc',.ting the .~t''vrn-

.r t ,if V*' e.-zur'll.: p rorvis*.,n has been
ev'r*l., fr arbiitration of the re'mninl.g

S br'f..rr Thel I"ague. tribunal.
mi J.!"" :it, 19r9,. thr•e gornmenot ef

P.eIl tre , tetr' .l-, , after considehrabh, nel.

Cti t•lli•,n, i it nblhl nify the reiativels ,ftlenre• hn rffirrr rs a tld l Sailorl who were

hrutatlilv trc.te rd, .rtr of them having,
Itbl•l i. Iree kilh . by the P'an rrr p. -

lie,' this * r. Th, Sinl, re 'wire ofl the,
Pana:marr gK'ln'run,. ht to fl,, aawary with
a i-itoetin whe re-r. -•ueh en aecident

r.'ou 'll -Pll r. is rnll ,l i!' rt in the revrl t
r'ltr're.t irn emnpliani.i e itih whic'h this

o'rrrern, nt irr lIent the • rv'ie. oef ller
ofllt'e'r elof thel'. arms tr be ll 'mpi-loyi b.
lhe. grlltrnl entr of Panama: as Itnetrue-
Ior of pollh-".

Tire' sanritary improvements r ra puer-
Hle ,,orks unldertalkeln in CRtuba prin
to the trrsent ndrninistratlion of thait
gr''a 'errntrent, in thle sutrel'•s of which
thr I 'niter'l Statest' Ir isnto r'st'l under
thie trlnaty, are r.eportedr t, be trnakinr
gaeoI iprgress. anlll silnare th+re congress
provideI'tl l forlb e n th o nuarnr'e e if tht,
recipirrrl -.rI lttenerchiril arrtlllngemelnt re.")
trwE.elln 'lla and thre t'rl;tr Sta1 tees is-
erlrnte'*. has ie.eni rel'' iv i. that no nte'-
gerhitiors injurlrtsly affecting th, sit-
il rtionr will be. tmdr*n.rtrlkeln nithrerit l'rn-
ltaltion. Th. oellt etiern ofri the aim-

trnes of the Domlerinican rreptilh.eu
throiugh thre genreral rece..-irer oif c'tis-
trlnr apporlinted byr the prey sd,.rnt ,tf

I thll -'nited S'tatesli In a:eirrrdatlne, with
the co'nfention of F'•hruary x. 19i11, har
leprosc',de'l'i in an unevelntful and unsalt-
.isfacltry rmanner. 'The erstoh's r ece'ipth:
hlv. rahecrears.rl -ewing to di(sturjeri-d ,l-
titledrl and er'conomic ceondlitinr.. eandt
t. a verty n'atural 'curtillmentr ofe im-
porrrts In view of the anlticipate redia-e ion rof thlre Inic.an tariff schedule.
Tll' lpaym. ents to the fiscal agency of
the Unite.(r Staltes flor tihe servie, of
tihe b,,lndeti d railways, as pr-hvhi(dedl by
the' conrlvention,lr have been regularly
tnd promptly tmu I ir. nt an lti sfactory
rrgre.ss hais been ecaeili in carrying
,ut thell,. lproisionts of, the e'o ventlion
looiking toward lthte conipertlreirn eof tihe
rijustlellllt of the debt rael. the nte-
tillrnier.t by the J ton'lllhern govern.
erre lt of ,.ertlin coneetiMngens and the
rl,,rllcrrn le ' cciricir llrcVc, be'r'le r teurerlleen onopolics w hiht have been in burden

to the cmm ll nerce oe' f the 'I•rt-ntrey. In
orti, trhe rer'"eiv'elrship has dermon-

tr:tt.le its r :' lity., even ' nltie r 'tinfor-
tulate i, ' orllrll.c altlll fiI!lical eondi-
tbIltms, to etr tie' wor:cr I h'ttrliceh it' was
intended.
This gove'rnment was r ieliited teo in

t'rene diipe,,Iat' itlly to 'bring hbout
art'itratlrn or rsettlemenet-nf tile elaime

lof the 1l'e't'ryC crnmlpainy ar'kintt Nic'.r-
egrtai, which it had itenr before agreed

lshiuhl hb arlitrated. A settlement of
thisi tr.oiltesrheine rase witas rreache'd by
the sigInature of tc protocol on Sep-
tem'rerr 1i, 19t0t.

lManey y~'ours o19r diplohtrati' ihnt.rvn.t
tin I•'ineie necveessar- ftor tile rinter'-
tirn of Ithe AClr'rihnin cli:int of Also.t
& rcon.pancey againseit the .rgovernmenet of
Chile. Tile governme.nt rf t'hile" had
freq•lcuently arr'etteld obliie:tlion in tie'
'case and had pr,.isled this govern-

ment to settleh it. There had been two
Iabo)rtive altte'lpts to do ian thraoughi

aritratilon ceneccetmislins. which failed
through lack .rf Jurlsdicteion. N, w.
happily. nas the resutlt of the recentl
diplomatic ne. ttisction', the gmvrn-
nentila of the eI teld Staiters and Cheile.
c'tuatedl by thie, sin err e.osirr' tr free
l'r•l c 1nV strain thos.e corditl a ndt
fri tndly relatirons upon clhie'h both set
;mih store, hav e ag'rtt'dl toi a protocoltr
to ubimit thlie en'trroversry to dletinile
ettlelhIn'Crt is . ir lhiritrnnir majetly,
'laeiCt'ed 'VII. Scine,. t,.te ahi'ngtnl
Contentions of l9117 were ree'rntmmentltCed

to li,' goi.rn r'le t iofI the lhited Stalt'e
as t . eo-suliting cand a•ie sing iparty,. this
g', l rnment has been alrrovet eontinu-
orlcet' riled e•elon biy one or -another.
clld ile turn by mill of tihe fiv'e Centralil

A tere'rr'Ier rp lublices t exert its in-
flue'e' for tihle' rrmaicetanree c,: tell' con-'-
vc ntiions. N'early r-'v'rce ceenrprietint has
bl'eten agtainst tihe Z•eiYt' goverinmlent
of Nie'uragut. g hi'ch hi.i s hiept Central
A•tlert' a ill rie• nItitt t-'m ir rll r tur-
molil. The' resetlns.ter madeee to tihe' relie-
senta'ltie,,a f l te'ntreal Ame'ri'can repubh-
lies, ais dl"e from the I'nited States int
aterounlt of its reclatitra to the W'ash-
itgtonr t co•'entirns halVer been at alt
tilCas r..' tnserytive. atah trace' acte•eihel.

fe fr as Ir,,sr ibl'. allC - t••lm larneee of
ilrtetrfCrrrrence.. riltheeriglc it is 'ery ap-
pari' lt thar t trr',,eerriracietirs of gsee'
crc 

l
c h ti . ItiC'Ximiti tle tire ('elerl zicnre

'earl ''f tite' Ceirt r'aibrrt'r Cntirl Amerericrten
intrinerests ier e''tetrerl A.erirn'e'e'.c give to the
t'itite'd Sttteecs rea spt''ecial lcasitlrin in the
zer''e 'rl' tieerre' rtpulllrin . aliei the t'r-
ih ,lre'ier reerr.

I n~eed bit rh.I arse here the patient
eflbortii..f this bKbi-erntient tbb pBrgtiibte
pebb.t andI '.e br.> btning these rebgbub.
lies. btt..rtsi ti liih art fully alppreciatedL
lby tII e bbiibj'briti bot th. .t.. Who are loyal
to. th l"r u," ittterists. It wouuld be no
Io's biunncessabry tb rehearbi here the

tol t..T. lbstbi uteik:ablb tbartblrities
.il tr..Irsi.n altleg..1 to have been

..:IIn.it. .1 l. t Ill.' Z.C a a governnient.
Riecently to. Amiericans were put ti
I.f lilt by brbib r of IPretullt,-t Zelava
tlbibt.It? Thy itr. *.tffh.rs In the
'"rgtuiibii:.* I. rtes of a revoblubtionf wshich

lb~s ro.. eihbiln inn rrtlyl fashion
in cblbtrol of iiaboUt lldif of the repub-
tie abid as sucih. abcbbr.ljtbg to the mod=
."ri. enhiahtetiei lbrbtiete .*f civllzed
natiobnsb. the V Qbre eititledb to he dealt
t'. Itt as tbrisbblbrrs of var.

.At tljid iI." i\h.,i thiba moesstge Is

fir nt. d this e..t t nt out " has ru ."r. R;i-
ibatb.l bill tbbbbbtic riaitiobns with thb
L. !b'.:blb ri.."raibti'.ibt f*r reas~ons bidbi.
I Ibbielii t at b'bbtbtibbibltt, *f tob the fbr-

I er \iaaga lbl' haO ~ . r.;.- blibtfftbirb. andb
i. ,n enbdinlg tbb take sib-li future szteps

biS may lb . fobund bii...it coniirstent withb~
its bignilty. its blutl t. Ambberian in-

r It n b'its brab bbbligatt4ons tob
tI l .ba Anl.,l nba anbi tb bivilizatifon.

it m i. b n.,4e-scary fbor me tob br~ng

t' -ii.i. ut1 , t thbb alttetlin of thb

IbIr-l.. in t bl.b'i.l nibIb.q-ibb. The In-
tI 1 t I ati bbf .\nierican rejutbh-

liel has carried ,in an important and
Increasing work during the last y•-*r.
In the exercris, of it, pecliar fune-
tilns as an international agency, main-
tainel by all the American republics
fr t.he development of Pan-American
comnli re :•nrl fr!•.r!athip it has aceom-
i:iishi.d a great pri'ti;.al gol, which
c"ul} be done ini tIhe s:'e way hb no
ir'di' :!ual depl,:trti-nt or bureau of
o:ie govirntePnt and is therefore .(d-
a. rving of your libe-ral su:port.

The flact that it is ae:lt to, enter a
n;.'w building erected through thi mu-
nifi'ee'ce f ain Amteriian phil;nthr.o-
ti*t and t lo ontributios of all the
American nat',n:. twher,' both ; ts if-
_il ney of adminlii tratio'n and exlinst,
of n:aint_enanc- will nitur.ill' "pe .

u e-c
auaniiented. furth. r ntit.les it to spe"-
cr:il cons ieration.

The Far East.

in the far cast this gover:nnont prC
serves inihatunged its p dlitv of si p-
porting the prineliple ,of e'itiality of
loprTrtunity an sc-rupulousi r-espect for

thb intcgrity of the Cbtiner". empir.,
to which policy ar.ie ptlged the in-
t'rested piaer-- i, lth -art :atn west
hy the tlreatY ,.f tI4hii. I'hin;a hals Un-
dert:ii'.n th- aibolition of likin iith ai
uurlir:'t, anid proportioitt.' rairsin'l n:

tih c ustoms tariff. along VIw tl c(ur-
ren'ciy refoirlms Thee r, forms being
of Inarcifitst advantage to foreign coin-
leere,'. as will s to the Inturists of
I'hinu. this goverlnmlnt is eout;.voiring
to facilitate these nil: irtsre and the
needful eiiluliesence i f the. treaty
lpowers.. WVhen it Ippllars that Chinna
likin revenues wer. to, I, hypothecated
to foreign bankers in (utinectionr with'
a great railway proJI- t. it wilts obviousl
that the governments whose hankers
held this loan o\ouli have a certaint
direct interest in Ithi,. listi•oi of ,ni-
rying 'nut hy ('i ll: o f theil ref'ortms in
questioin. Bneti se this railroad loan
represented a practical and real ap-
plication of thle open door lolicy
througlllh e-oeration with China by
intirestet1 powers. as well as because
of its relatitns to the refoirms referred
to aibiove. tihe idinistratlion deer.led
Alntrican participation to be of grr4it
national interest. Happily. when it
was a mattnr of broad policy urgent
that this opportunity should not lie
lost, the indispensabhl instrumentality
presented itself when a group of
American bankers of international rep.
utation and greut resources agreed at
once toi share in the loaun upon lirecise-
ly sucllh teiriml. as this government

shouhii, allIpprve. Thie hief of those
t lrms was that Americ'an railway ma-
terial -hou!i lie t ui•in an exnet equality
with that 'if the other nations jo•iingn
in the loan in th' placing (if orders for
the whhl railway) systelli. Aftier months
of negotii:ton the equal partlcipntion
of .\An llii asenls at last assured. It
isl gratifying that America will thus
take its share in hihis extel•sion of thiilse
great highwdvysl tral'e. and to bll•h.ve
that sucih iactiitihis u fl ive r-al im-
illu tt to oiur ciinit. r.e and will prove

a piractuti ciroiiarsy to our histo'ric
policyiv in the far east.

The ip-nurial C'hfies,' government. it
lpursuan;lce of its dic-isilon to dl\evote
fundsiI fr'om the iportioin oif the indentm-
nity remitted by them to sending sltn-
dlens to thiiis counllitry. has already iiicom-
piited arrangementls for carryinig out
this puirpose anild ai consideraible boily
if stiudents hlas arrived to t:ake up
their airk in ouri scholsi ani univer-
sit!'es. No on. linn doubt the happy
:'ffl't that Ithe as-oinatl il formed by
these reprnesentativ•i young men will
have when they refturn to take up their
woirk in thlie liprogriessive developm(ctt
if thlli country.

The result illf the oplium conference
in!dl at Shanghai last spring at the
inv\titation of the U'nited States have
iee, laiti before the governmenf. Tile
reiport shows• that China is llaklng
'eiiarkable irogre.ar and admirable ef-
foirts toward thfe eradication of the

lpitin, evil. andii that th ' rnvernnment-
ionierntid ha,' niot iallowited their comn-
lrct'tl iinterests to interfere with a

iIpful co-operartion in this reiforu.
'oillate-ral investigations iiof the upilium

illestioni in this ,
c ountry led lme to

ric,,ommend that theli ill.laufature, sale
lanl toe oif oilium uies its derlvatis'.v

in tlihe I'niteud States I:e so far as pon-
uible ml.i v'ilgorously conitrolled by

Ii isiaitio

In ,one of the c`hiilese-Jap anes.. ron-
v"'ntints of this year there was a pro-
viiton \whielt c:aust-ii considettlrable pub.
lit. apirehension•, it that tlpol its fa-,r
It .:waselleved ilt l nseoti e qu:arters iri
seek to gaint it imonopol y of mining
p)rlivil.ges alonllg tll- th 'Ma;ncellhurian
alnd Antung-M.iukdenl 

r allrotadit and thus
to e~eltude AImeriansS froit a wit"i
tield of enterprise. to takt part in
which they w'ere entitled by the treat.,
with 'lina. After it thorough exam-
ination of tile tit'Oentions anid of tihe
srevlal tn!ltt ixtiall ,~teumntstU , tilte Se~.
-rotary o.f st'te ret.uhed thle eolnllusion.l
thaJ Ino suclth lon topy was Intended
or :tleomlis..hed. il,\\t-\vr

. i view o"
the wid,•itread ditscussion of this ques-
tilll. to confirmlll tilte \viw I! hand
reachlJ. this government iade, inquiry
of the imiperial t'hit.nse and J.tpaniese
gvlrn

lm
nt"t1s and; rreceived from each

of thenm assulranl, that the provisin
had no lpurpo.se incnisistenlt \\ith the
paliey of etquality of opportunity to
which the sienatories, in cn,,,en with
the United States, are pledged

Our traditional relations swith the
Japanese emplire rntinue cordial. as
usual. As the representative of Japan,
his imperial highness. Prince Kuni,
visited the Hudson-lultton cvelebration.
The recent v xit of a delegation of
pritninent business' men as guests of
the chanmbers of ,...,,.s.: of the Pa-
citle slope, lwhose, repres.,ntatives had
bteen so Igreeably retceived in Japan.
will doubtles

s contribute to the grow-
ing tra•de across tihe Pa:citfi, as well as
to, that mutual Understanding which
Itads to mutual appreciation.

The arrangemlents of 1908 for a c,-
olperatIve control of the comntg of
laborers to the United States has
proved to work satisfactorily. Theb
matter of a revision of the existing
treaty between the United States andt
Japan. which is termninable in 1912, Is
alrtad\- receiving the study of both
countries

The deFartment ,of state is consider.
Ing the revisio, in iwhole, or in part.
of the ex'stint treaty with Sian. which
was conntud,.d in t1•511. and is now. in
r.st•l't to attllay of its provisions. otl
of date.

Deplrtmsnt of Stat..

I earnestly rec.,mmllnend to the favor-
able at ion tif the c.,ongress the estt-
m ate-s '"u n.,ttt.,d by the d +i.tartm ltelt of

stat., and most especially the legisla-
tion suggested by the aecretat'- of
state•s letter 1of this date whereby it
will be postfhib to deve!op and make
pert,;ane.nt the .. r}'anization of the de-
partm nt Ipon n modern lines in a nman-
ner to make a th .roughly efficient in-
strument in the furtherance o our for-
elgn trade and of American interests
abroad.

The plan to have divisions of Latin-
American and far eastern affairs and
to institute a certain specializition In
buslne•.s with n hich Europe and the
near east will at once crlmmend itself.
The-se poltit(l-g,. graphrcai divisions
and the detail froum the diplomatic or
co.nsular service toI the department of
a number of men, who bring to the
study ,of complicated problems in dif-
ferent parts of the world practical
inowledge. re•'.'"ntly gain.d on the sub-
}jects. clearly is of the greatest ad-
vantage to the secretary of state in
foreseeing conditions likely to arise
and in conducting the great variety
,of correspondence and negotiations.

It should he rt,.nembered that such
facilities exirt in the foreign officeS
of ;Il the .ladingr commercial nations
and that to l d,.'y th,.m to the secretary
of state wou;l ,he to liace this gov-
rlnlenot at a griat disadvantage itn

tih tivimiry of .ommenrcu'l competition.
The co,nsular service ha.s leen greatly

imnsroved t:nder the, law of April 5.
190I, and the excutive orler of June
;.. 19l06, and I commlend to your con-

sideration th". qu,,stion of embod.ying in
a statute the princ(iples of the, present
i,rogressiv: order ulpon which the ef-
tici,,nc y of our 'consular service is
a holly dependent.

In modern time.r prditleal and comi'-
merctial interests ar'" iaterrelated anld
in the number of comml:ereal treaties.,
conventions and tariff agreements. the
kreping open of opportunities and the
iroper support of American enterprises
oar diplomatic service is quite as Im-
li*rtant as the consular service to the
hltsiress interests of the cotuntry. 1m11-
prssed with this idea and convinced
that selection after rigorous exanlina-
io,n. protection for merit solely and

the experience only to be gained
through the continuity of an organ-
Iz- d service are Indispensabls to high
legree of efficiency in the diplomatic

service. I have signed an executive or-
dler as the first step, toward this dle-
sirable result. Its effect sholnd be to
ila,-e all secretarl.s in the diplomatic

service in much the same position as
consular officers are now placed and
t' tetnd to th' promoltioln of the more
fticient to th,' grade of minister, gen-
trally liaving for outsile apo'ntment
ais'h posts ,of the grade of ambassador

or minister as Jt may be proper to fill
from without tie service. It is pro-

Isedil also to continue the practice in-
stituted last umtnier of giving to all
'ewly appointed secretaries at least
one month's thorough training in the
Ilepartment of state Ibforc 'they pro-
ceed to their pIsts. This has bet in dlone
'fr some tote in regard to the consular
'itih excellent results.

Under a provision of the act of Au-
rust 5. 1909. 1 .have appoitnted three
oificials to asisist the officers of the

ioverniment in collecting Information
l'ecsisary to ia \'ise admnninst•atlion tf
the. tariff act of August 5. 1909. .As
t, questions of custonms admlinistra-
tinl,. they are co-operating with the
nfll'ais; of the treasury departmentllt
unld as to mattlerls ,of the needs anid thl.
cxigenlus of our nanul

f
aturers and+

exporters with the department of:
cotlmmerce and labor in its relation to,
thie domestie asp'ct of tihe foreign conm.
tlercie. In the study of foreign tariff
treatment they will assist the bureau
iof trade relations of the depalrtment
of state. It is thlus hoped to co-oritii-
niate and bring to bear upon this mllost
imlortunt subject all the agencies of
tihe government which can contribute
anyth'ng to efiicient handllng.

As a constlequene it of section 2 of the
tariff nit of August 5. 190;. It be-
c 'nmes the duty of the secretary of
,tate to conduct diplomatie busine.s
I, ccssary to him in a position to iad

vise nIei whether any particular country
unduly discriminnate, against the
United States In the statute referred
to. The great scope and ol c.plexity of
this work. ais well as the obligation to
llend tll proper aid to our expandingcomnluitree. is met by the expansion ,.f
tile bhureau oif trade, relations. as se•'
forth in the -estlimate s for the depart-
.e :it of state.

Other Departments.

I have thus in n soe detail descrlibd
the ilnportant transactions of the state
deipartnent siince thle beginning of tills
adiinistrati,on for the reason that
there is no provision, either statute or,
c'ustonl. for a formal report by the sec-
retary of state to the president. or t,'
congress, andl a president' al tlSnssge Is
the only itImeans bly wthicih tihe' (cona]i-
tiIon of our foreigln rtelation is brought
to the attention of congriess and the
public.

In decllng with thae affairs of th
other departmenets. thie heads of which,
a;ll ltubmit atInnual retio)rts. I shall tourt';
l''ln! those ilmaitters that sentl to nlme tI

call for such nmention oin my part,.
w!t:h ut mlinismiing in any way tlit
recmmendations made by them for
leteislation affecting their respective de-
I.-rtments. in all of which I wish :'
a xpress my general concurrence.

Expenditures and Revenues.

Perhaps the most important question
presented to this administration is that a
of economy of expenditures and suf-
ficiency of revenue. The deficit of,
the last fiscal year. and the certain I
deficit of the current year, promnltej
congress to throw a greater respon-
sibility upon the executive and the
secretary of the treasury than had
hieretofore beIen declared by statute. I
This declaration imposes upon the see- i
retary of the treasury the duty of as- ,
setbhling all the estimates of the ex- i
icutive department, bureau and offices t
of the expenditures necessary in thb I
ensuing fiscal year. and of making an I
estimate of the revenues of the govern. I
inent for the same period: and if a
probable deficit is thus, shown, it ?a i
made the duty of the president to e

retonlntiend the method by which such '
deficit can be met.

The report of the secretary shows i
that the ordinary expenditures for the
current fiscal year ending June 30. 1910. 'I
will exceed the estimated receipts by I
$34.0 ;.,a0. If to this deficit be added
the sum to be disbursed for the Pan- i
ama canal. amounting to *:S.000,000. a
anid $1.nlO.0n t., be paid on tite public 1
debt. the delicit of ordinary receipts I

and expenditures will be Inreased to
a total deficit of t3,.075.620. This def-
ieft the secretary proaposes to trreet by
the proceeds Of bonds issued to pay
the cost of constructing tl' Pitnama
canal. I approve this proposnl.

The policy of paying for the con-
Rtruction of the Panamna canal, not out
of current revenue. but by bond is-
sue. was adopted in the Spooner act
of 1902. and there seems to be no good
reason fur departing from. the prln-
cip!e by which a part, at least, of the
burden of the cost of the canal shall
fall upon of r posterity who are .to
enjoy it, and there is all the 'more
rrason for this view because the actual
cost to date of the canal, which is now
half dlone aml which will be completed
January 1. 1915, shows that the cost
of engineering and contructing will
beh $297.76G.010. rinstead of $189.70"..2l0.
as originally estimated. In addition to
engineering and construction the other
expenses include sanitation and gov-
ernment and the amount paid for the
prolperties. the fmrnchis,, and the plrivi-
Ig,' of hullding the canal increase the
cost by $73.435.400i to mn.re than $.75,-
201."0t). The. increase in the cost of
engineering and construction is due
to n substantial cnlargRm,.nt of the
plrn of c.tnstr:uction by widening the
canal 100 feet in the Culebra cut and
by increasing the dimensions of the
locks, to the :nderestimate of the
uantilty of th,'e \,rk to, be done. ilnder

the original plan. and to an under-
estintate, of the ost of labor and mia-
tllrials. both ofr a hich have greatly en-
hance'd in lriece since, the iriginal isti-
nmate was made.

In ord,.r to aviid a detllit for the
ensuing fiscal year I directed the heads
of departments in the preparation of
their estin.tces to makr. thern as low
as possible consistent with imperative
governmentll necessity. The result
has been. I am advised by the secretary
of thei treasury. that the tIstimat-s of
the exp)nses of the government for
the fiscal year ending June 30, 1911--
tlit is, for the. nt xt fiscal yearl--ar,
less by S3.6CG3.tu0t than the total of aup-
proriatlon. ns; ant lss by $94,000,0t0i
than the estitnates for that .year. S•o
far as the secretary of the treasury is
ablh" to fortl a jutdgmnent as to future in-
come and comp:tre. it with the expendi-
tures for the next fiscal year ending
Jun'- 30. 19:11. excludinK .paymyrnnts
nll aceItnlt of thte Panaln an Inai tnd

th,' publhi dIbtI. there wi.I he noti defr-
icit in the y,.ar ending June 3,, 1:11.
but a smal;l surpliu-; of $1l2.t41.. In thei
present estinuatis the needs of the dt,-
partnments of the gR.vrnmnzt hiav\
bei:'n cut ti, the qluick, s., to spltuk, aUtnd
iany assumtption ton tit,' part of con-
're.s, s, ciften mtt(1t,' in times paist, ti;hat

the estimates hav11e\ b "n pr,.partel with
the ixsl,'ctatin that they may blie rIe-
duced, wil It r-tult int seriously Ihalnper-
ing the lproper a.;tdinistrtatiton.

The rccretary of the tF~nasury points
outit what should be carldutlly datedl in
respect to this reduction in govern-
nenta:l xprns'es for the next flsarl year

thut the econoitnies are of two kinds:
'one, there is a saving itn the pernnanent

adminirtstration of the departntents. ul-
reuilu andl uofflees of the govrnam,,nt,
an1,1 second, there is a present reduc-
tion in expenses by it postponement
of projects anld improvntants that uil-
timrately \•ill have to he carried. out,
I; t which are now delayed with the
hope that additional revenue in the
future will pern.it of their execution
without procuring a deficit.

it has eenl Ilnploss!hle in the prep-
arttions of estitnmtes greatly to re-
duce the cost of permanent legisln-
tion. This cannot be done without it
thorough organization of tfib bureaus.
offices and departlnents. For the pur-
pose of st-curing information which
may enable the executive and the leg-
islativei branches to unite in a plan
for the permanent reduction of the
cost of government administration the
trea:sury deplartmut has instituted rn
investigation by one of the most sktilledaccoentants in the United States. Th,

result of his work in two or three
bureaus, which if it is extended to theentire gove.rnment, intay occupy two or

more ytears. has ibeen to show muchrormt for illnprovetlent and opportunity

for substantial reductions ii the costand increased efficiency of administra.
tion. The object of the Investigation is

to devise means to increase the aver-
uge effnliency of each employe. There
is great romm for improvelnent toward
thls end, not only by reorganizationl

of bureaus and departments and in the
avoidance of dulcieation, but also4 Ii
the treatment of the Individual emt-
nIoe.

'nder the present system it con-
stantly hapipens that two employes re-

elive the same salary when the Work
of one is far more difficult and Im-
Imrrtint and exacting thanlthat of the
other. Superior ability is not rewarded
nor encouraged.. As the celasiflctitlim is
entirely by salary an employe often
rises to the highest class while doing
the easiest work, for wTfich blope he
Ina:y be fitted. An invetlgantion or-
dered by ny ipred•ecessor resulted in
the recoimctndation that the civil
service be reclassified according to
the kind of work. so that the work re-
quiring most application and knowl-
edge and ability shall receive most
compensation. I believe such a change
would be fairer to the whole force and
would permanently improve the per-
sonnel of tile service.

More than this. every reform direct-
ed toward the improvemertt of the
average efficilhey of government em-
ployes must depend upon the ability
of the extscutive to eliminate from the
government service those who are in.
efficient ,n om any cause, and as the
degree of efficiency in all the depart-
ments is much lessened by the reten-
tiytu of old employes who iave out-
lived the ir energy and usefulness, it
is indispensable to any proper system
of economy that provision be made so
that their separation from the service
shall be easy and inevitable. It is
impossible to make such provisions un-
less there is adopted a plan? bf civil
pensions.

Most of the great industrial organ-
izations, and many of the well-con-
ducted railways of this ecountry, are
coming to the conclusioa that a'sys-
tem of pensions for old employes and
the substitrtion therefor of younger
and more energetic servants. promotes
both economy and efficency of admin-
istration.

I am aware that there is a strong
feeling in both houses of congress and
also in the country against the estab-
lirsmient of civil pensions. and that this
has naturally grown out of the heavy


