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Addrel8 ot the leoretal'7 ot tbe 'l'reaaul')', to be 

DeliYered betore the Aoade_, ot Pol1tioal lo1enoe, 

at the Hotel Aetor, Kew York CitT, WedneedaT EYening, 
KOYeaber 10, 19J7 

I am glad to aooept the inYitation ot the Aoademr ot 

Political Soience to dieouae before ite member& aaaeabled 

here tonight the subJect ot Federal spending and ita 

relation to the balancing ot the Federal budget. 

Nineteen 7eara ago tomorrow, we signed the Ara1at1oe 

ending the World War. That war waa unbelieYablT ooatlr i n 

h1111an Yaluea, and it waa enoraoual7 ooetl7 in material 

Yaluea. In the two 7eare between the alddle ot 1917 and the 

aiddle ot 1919, the Federal GonrrlliBnt epent th1rt7-one 

blllion dollare and euata1ned a net deficit ot twentr-two 

b1111on dollare. 

During the paat tour Teare, th1e oount17 baa been 

eng8.88d in another war. 'l'hla t1ae our enea7 ... a great 

econollio d1aaater. In th1a war we b011bad no oit1ea; we 
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aaohlne-gunned no trenches: we killed no huaan beings. 

In thle war, we fought wlth Jobs and wlth dollars to save 

farmers from losing thelr tarae; to eave hoae owners from 

loslng their homes; to glve not only bread but work to the 

uneaployed; to increase the security ot Jobe, property 

values , and buaineae profits; to bring order·out ot ohaoe 

in our econoaio eystea. 

Thla war, like that other war, required a many-aided 

cupalgn under 1ntell1gent and oourageoue leadership - a 

leadership that wae superbly supplied by Preeldent Roosevelt, 

Finally, this war, Ulte that other war, requ1Nd a 

large ependlng progru. This progru, plus the special 

needs ar1e1ng out ot the great drought and the prepa7aent 

ot the soldiers' bonus, neoeee1tated outlays durlng the 

tour years ended June }0, 1937, ot soae fourteen b1ll1on 

dollars 1n exoesa ot our reoelpts. 

2 
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We deliberately ueed an unbalanced Federal budget 

during the paet tour years to meet a great emergency. 

That polioy has euoceeded. The emergency that we taced 

in 1933 no longer ex1eta. 

I am tully aware that aany ot ou1• problema remain 

unsolved. I am aware that there still remains a considerable 

volume ot unemployment; that the epeculative markets have 

recently been under severe preeeure; and that certain ot 

our buelnese indexes have recently shown a decllnlng 

tendency. I am turther aware that some persona contend that 

another great apendlng program ie deelrable to ward ott the 

rlak ot a eerloua buelneea depreeeion. 

I claim no prophetic inalght into the tuture. But, 

atter glvl ng eerloue and caretul conelderation to all theee 

and other tactore, I have reached the tlra conviction that 

the dome etlc probleme which tace ue tod&7 are 

3 
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eeeentiallJ ditterent rro. thoee wh1oh taoed ue tour reare 

ago. llanr meaeuree are required tor their eolutlon. One 

or these measuree in the preeent Junoture ie a balanoed 

budget. 

Earlr in 1933, atter three rears or progreuin 

deterioration, our whole economic meohaniea was demorali&sd. 

Under theee conditione, there was no agancr outeide or the 

Federal Gonrnment with the resources and the courage to 

bring about a bue1neae revival. 

Toda)' the e1tuat1on is greatly changed. 'fe are now 

nearing the end or one or the most active yeara 1n the 

bus1nees h1etorr or th11 countrr. On the whole, th1e 

high level or act1v1t7 hal been or a health7 character 

not or the character that ueuall:r urke an unhealtb;r boo. 

and preoedea a aerioua depreaeion. !be preaent e1tuation 

. 
1a not oharaotarized b7 tbl a~ietenoe or huge 1nventoriee, 
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hi gh interest rates, over-e•tended credit poeitiona, or 

great surpluses or housing acooamodationa, capital equip.ent , 

et cetera. We have not reached the etage or full employaent 

of our productivs resources. On the oontrarr, from all · 

~andpoints, conditions are tavora~e for a continued 

increase in the level or business activity. 

This situation stands in sharp contrast to the banking 

collapse, the bread lines , the bankruptcies, and the general 

de=oralizati on or 1933· It also stands in contrast to the 

unhealthy excesses or 1929. 

The basic need· toda7 is to foster the application of 

the driving force of private capital to the existing favorable 

circums tances. We want to eee capital go into the productive 

ohnnnels or private industry. We want to eee private 

business expand. We believe that the bullt or the reiU.ining 

unemployment will disappear as private capital funde are 

5 

Regraded Unclassified



- 6-

increasingly employed in productive enterprises. We 

believe that one or the most iaportant ways or aoh1eving 

these ends at thls time is to balance the Federal budget. 

In this connection, I should lLke to point out that 

the underlying technical conditions that made deficit 

spending the wisest kind or eoonomlo policy during the 

depression no longer exist. Thus, when we borrowed during 

the depression to finance our deficit spending, a large 

part of the funds wae obtained th.rough an expansion of 

bank oredlt. 1'o thie extent, our 'spending did not abeorb 

capital funds that might otherwise have gone into private 

induetry, nor did it abeorb taxpayers ' funds that might 

otherwise have gone into private consumption. Eien to the 

extent that our bonde and notes were purchased by 

non-banking investors, the e ffect waa largely to put to 

work capital funds that would otherwise have reaained idle. 

s 
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A dH'terent eituation prevails toda)'. Our industrial 

recovery has created large new delll&llde tor private capital. 

Our COIIIIDercial banke are again utilizing their cred1 t 

resources tor the financing ot private industry. During 

the first six months ot the present calendar year, the 

insured commercial banks ot the country reduced their 

holdings ot Government securities by eix hund.red elghty-tlve 

million dollars in order to meet actual and prospective 

demands ror commercial credit. The obligations that t hey 

sold, plus an amount equal to the securities newly marketed 

by the Treasury , were purchased by inveetors. Any deficit 

spending that takes place under these conditione must be 

financed in large part by capital runde that would otberwiee 

be available tor business purposes. 

. . . . . . . . . . . 
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Despite the substantial increase in the public debt 

dur ing the past four years, the credit of the Federal 

Government has remained absolutel7 unimpaired. Not once 

during even the darkest days of the depression did the 

Treasury experience the slightest difficult7 in borrowing 

all the funds thst were required. Moreover, the rat es of 

interest on our borrowings have been l ower, for comparable 

securities, thsn at any other time in the history of the 

country. 

'fe w18h to preserve the financial power of the 

Federal Government to aid in restoring economic order ln 

the fut ure, if the need again arleea. To preserve thle 

power, we must liquidate during prosperity the debts 

incurred during periods of depreselon. 

. . . . . . . . . . 
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I turn now t o the i-ed1ate practi cal aspects of 

budget balancing tor the coming fiscal year. What are 

the controlling figures? 

Our total receipts tor this year are estimated at 

about six ~illion six hundred millions, and our total net 

expenditures at about seven billion three hundred millions, 

leaving a net deficit ot roughly seven hundred millions. 

To seek an ordinary balancing ot the budget next 

year - - that 1s, a balance after full provision t or 

accruing liabilities tor old-age benefit payments, but 

exclusive of debt retirement we .must t herefore 

accomplish a net improvement ot seven hundred million 

dollars in our budgetary position. I n estimating revenues, 

it 1s better to underestimate than to overe stimate. fe 

should not count on an incr ease in revenues next year 

tro111 the exleting tax etJ"!loture, nor should . ws i.-pose 
' 
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additional taxati on. I nstead, we ehould plan to bring 

next year ' s expenditures within thie year'e income; and 

then, it the tax receipts rise above those or this year, 

the sxoess should be used to reduce the national debt . 

Let us atop a t this polnt to oonalder the revenue ---~Qa .. .__ 

side or the picture. 

The Federal tax eystea arreota every one in the 

country. • e in the Treasury ar e constantly studying the 

tax problem with two obJectives always before us: Firat , 

that the tax burden ehall be distributed as fairly as 

possible and, second, that the collection or taxes Shall 

be aa llttle burdensome to the taxpayer as possi ble . 

It la with these alma that, by direction or the 

Prealdant, we have been revieWing the whole tax structure 

ln the last raw months and are Just now in the prooeee or 

presentll\g to a commi ttee or Congreee the information we 
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haYe collected. The etudy hae not been directed toward 

ralelng new reYenue. Rather we haYe eought to detera1ne 

Whether there are .lnequal&lee and lnJuetices in the 

distribution or· the tax burden and whether there are some 

taxes whose coat or collection and whose burdensome effect 

outweigh the revenue gain. In addition, we want to 

simplify collection and ~e the taxpayer's record-keeping 

lese ditt1cult . 

In making this study, we have invited the assistance 

and the advice or groupe or taxpayers and or 1nd1 vlduale. 

We want to hear the taxpayer's eide or the story. We want 

all the !acts we can get and we have obtained both !acts 

and opinions. 

Our tax re•enuee c011e largely rroa 1nd1rtdual earning• 

and business profits. We do not Wish to i~pose leYies 

which tend to dry ·up the sources or tax reYenue. The lawe 

11 
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ebould be eo written and administered that the taxparer can 

continue to make a reasonable profit With a m1n1sum or 

1nterrerenoe rrom h1e own Federal Government . or oouree , 

tax policy cannot be determi ned trom one 1ndiv1dual caee 

alone. We must look at the whole picture . We must take 

t estimony and we must examine actual tax recorda and 

returns. 

We reali~e that our tax lawe are too ccmplioated; we 

want to make them lees eo. We reali~e that there are 

inequities; we want to eliminate as many or t hem ae we can. 

The amount or our income-tax revenue 1e only about 

halt our total internal revenue. Lese than three million 

people out or our total population pay income t axes. We 

would be !!pply1ng the principle or capac1 t7 to paf more 

Juetl)' 1t we were to reduce the number or conelllller taxee 

and at the same t1me to increase the number or income tax 

12 
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payers. Taxpa7ere who are equarel7 confronted w1th their 

own tax burdens are bound to be ll:eenl7 al11'e to the wa:r 

the money ie being spent b7 their 0o1'ernment. 

The budget now nearing completion 1e predicated on a 

definite estimate o r receipts, based on the existing tax 

structure. It is a cardinal po1nt that the tax syetea , ae 

revised, must not yield a smaller return tor 1939 than the 

present system would yield. 

We want to adjust inequalities and remedy detects in 

the tax laws. In doing thls, we have eought the help or 

the taxpayer and have given him a eyapathetio bearing. It 

we find that the operation or any particular tax is unfair, 

we stand ready to say eo publicly. 

. . . . . . . . . . . 

13 
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Our i-d1ate goal, then, should be to reduce 

expenditures by seven hundred million dollars. In addition, 

every dollar that the Treasury realizes from the liquidation 

of revolving funds, and from other repayments of loans and 

oanital advances, should be set aside f or debt retirement . 

In no event, in my opinion, should • e contemplate total net 

expenditures in excess of the level of this year's estimated 

receipts. That means that our expenditures must not exceed 

elx billion six hundred fi fty million dollars for the 

coming year; 

Our problem ls clear. Our expend! tures must be out 

seven hundred million dollars. 

But where can outs totaling th1s amount be made' After 

careful study of the whole problem, I have ooms to the 

following conclusions: On the one hand, little or no money 

oan be saved in the regular operat i ng expenses of the 

14 
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Federal Government, tncluding the nattonal defense and 

interest on the publtc debt. f'urther, ou.r expenditure• 

under the Social Security Act wtll probably tncreaee by a 

hundred mtllton dollars or more in the next riscal year. 

On the other hand, by focusing attention on the eeveral 

classes ot expenditures that have been mainly responsible 

tor our past deficits --public h i ghways, public works, 

unemployment relief, and agriculture-- , I am ccnvinced that 

the necessary savings can be made. 

Let ce give you a rough idea ot the possible savings 

1n these nelda. 

First, take the item of hi ghway expenditures. Prior 

to the depression, the Federal grants t o thS · Stataa tor 

public highway construction regularly ran under one hundred 

mllllon dollars annually. This year the total P'edera.l outlays 

tor highways, inclusive ot emergency expenditures, are 

15 
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est1Nated at two hundred t1tty-three millions : and, 1n 

addition, the existing highway programs call tor new 

appropriations totaling more than tour hundred million dollare 

f or the next two years. I believe it is now time t o return 

. 
to t he average annual level or highway expend!~· that 

existed prior to the depression. 

Second, there is the t1eld or publ1o works, other then 

highways, on which we are spending rtve hundred seventy-three 

millions this year. This 1& a greater sum than was spent 

for thi s purpose during the entire t1ve-year period between 

1926 and 19}0 , inclusive. Next year, despite the tact that 

available unspent appropriations t or t his purpose already 

exceed e1x hundred m1111ons, I believe that we oan and 

should move definitely toward a lower level or publ1o worltl 

outlays. 
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Third, it ehould be poeeible to aake a further 

eubetantial reduction 1n our outla71 tor uneaplo~ent.~liet 

and the c.c. c. oampe . During the present tiecal year, by 

reason ot bueineee r ecovery, these expendituree are alread1 

being reduced by eome seven hundred eighty millions below 

last year's. 

I turn next to our expenditure• on behalf of agriculture. 

The plight of agriculture in the depression called tor 

emergency aid, not only in the farmers' interest, but in 

the interest of all of us. As many ot you know, I have 

been deeply concerned tor more than twenty years with the 

problems ot agriculture , and I am moet keenly interested 

i n ~oing all that can be done to reaove the econo•io 

disadvantages that the farmers have eutter ed. 'l'hat very 

interest impel• me to believe and to state with all the 

force at ay co-nd that agriculture cannot oont1nue to 

rely on .. rely te8p0rary expediente. 
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Be•idu the one bun4re4 dJtteen ll1llion• inolllde4 in 

thh 7ear' • budget tor the general work ot the Departaent 

ot Agriculture, there are, uong other iteae, eet1aated 

expenditl.ll'ee ot tOI.Il' hundred •e,.ent7-the ll1llione to.r the 

eoil ooneerTation progru, tb1rt7-three ll1llione tor rural 

eleotritioation , t1tt7-ti1'e ll1llione tor the Federal land 

banke to pro1'ide la.er interest rates, one hundred million• 

tor oommodit7 loane, and one hundred twent7-tiYe million• 

tor reaettlement. 'l'beee 1teme total nine hundred three 

million• tor tb1e t1acal 7ear. 

18 

Deepite the aagnitude ot the •ua• we are now expendl.ng 

tor agr101.1ltl.ll'al purpoeee, JOU are all aware that d11CN .. ion 

ie teking place 1n Congre .. ional ciollllitteee ot tl.ll'ther 

meael.ll'ee in aid ot agrioulture that .a7 inYolYe la.rge 

additional expend1turee . 
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I am et rongl :r in ta'Yor ot a long-range program to 

ma1nta1n the independence and the purchae1ng power ot the 

farmer. That pr ogram cannot endure and cannot render 

lasti ng aid to the farmer unleee it be 1oundl;r baaed. The 

fal'lller blmselt does not want subsidies, but rather euoh 

fair prices and such balanced production ot crepe ae will 

make subsidiea unnecessary tor h1s decent economic statue. 

A sound program must take into ccns1dsration t he 

farmer's opportunities in the foreign markets, as well a e 

1n those at home; and the character and coat ot that 

program must be determined with full recognition ot ite 

effects upon our whole national economy and ot the 

lilll1tationa i mposed b;r the Federal fi nances . 

Balancing the budget h 1n the interest or our 

agricultural as well a s or other par te of our population; 

and it requiru the oooperatio.n ot the farmer as well •• 

other eection• ot the public. 

19 
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With the solid support ot the publio, I believe that 

econoalee totaling seven hundred a1llions or acre oan be 

aoh1eved in the tour fields that I have cited. Iince the 

eatlmated increaaed coats ot our aocial eeour1t7 program 

"" l.. v 

are more than ott1et b7 estimated reductions 1n m11cellaneous 

and supplemental 1tema, 1 t should be pouible to achieve 

an ord1nar7 balancing ot the budget next rear. 

. . . . . . . . . . . . 
There mar be aome persona who would counsel a acre 

drtu~t1c reduction ot expenditure& or a program ot tar 

heavier taxation 1n order to make certain a substantial 

reduction in the public debt 1n the next tiecal year. There 

are aerioue obJections to auch a course. 

We are detin1telr in a transition period between 

unbalanced and balanced Federal budgets . We are aakinC 

great progrua toward a balanced budget. 
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RelatiTel:r rew pereone realise the reaarkable raot 

that the net illpronment thil :rear in the budgetarr poeition 

or the Federai GoTernment will amount to more than two 

billion dollars. In other words , the net deficit thie :rear 

ie estimated at lese than eeTen hundred aillione ae co.pared 

with more than twent:r-seven hundred llillione last :rear. 

Tb11 net improTement or more than two billion dollar• 

that il taking place in a single :rear provid11 the beet 

anewer to those who have publiol:r de1paired or our 

willingneu or our abUit:r to balanoe the Federal budget. 

I tirlll.;r belien that there ie Ju•t ae .uch danger to 

ou.r eoonoa:r ae a whole 1n mOTing too repidl;r in tbie 

direction ae there would be in not moTing at all. 

The miniala goal that I propoee will b;r no aeane be 

eae:r to aobien. 
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I haYe alreadf 1nd1oated -r be~1et that 1t would be 

unwiee to ra1ee taxee at this t1me eolel7 to accumulate a 

surplus tor debt retirement. Kore than two-th1rde ot th1e 

year 1e budget&rT lmproTement oomee from 1ncreaaed re•enue, 

rather than trom reductions l.n...tJtPend1turee. 
'. 

There are equall7 compelling considerations on the 

expenditure e1de. I etrongl7 faYor a vigorous program tor 

the progressive reduction or Federal expenditures to the 

minimum demanded b7 the Go•ernment 1 e increased reepone1b1l1t1ee. 

But it would be olearl7 unwise, and dieruptive to man7 

sections ot private 1nduetrr, 1t we were euddenl7 to elaeh 

Go•ernment &JtP&ndlturee b7 •ore than the uount I baYe 

indicated. 

In addition to theae ooneiderat1one, there 1e a new 

and 18portant aepect or our budget that must now·be oone1dered 

in anal7r.1ng the eoonoa1o etteota or Federal expendlturea 
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a."\d receipt.. Tbe 8oc1al 8ecurit7 Act baa introduced nn 

itema into our budget: A major one or theee, the annual 

appropriation tor the Old-Age Reserve Account, calli tor 

the inveetment or th1e appropriation in Government 

cbligatione. The same Act also provides tor the 1nveet .. nt 

i n Government obl1gatione or mone1e paid by the Statee 

into the Unemployment Truet Fund. 

The tunde paid into both or these aocounts operate 

Just like payments made by an individual to a private 

i nsurance company. Such a company inveete 7our pre.iuma 

in Government obl1gationa, 1n farm and urban mortgagBB, in 

rail road, industrial, and public utilit1 bonds, and in other 

forme or investment approved by one or more or the 

forty-eight different 8tata lawa. All that the inauranoe 

oompan7 baa when it haa inveated 70ur prem1wu in thia 

manner, are bundles or piecea or paper representing all 

23 
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kinds or proaiaee to rep&7 70ur mone7 with interest to the 

insurance companr. 

The Federal OoTernment, in ccnnection with the Old-Age 

Reserve Account and the Unempl07111ent Trust Fund , also 

invests your money in pieces or paper. But these piecee or 

paper are Government bonds and not private pro•ises to P81 · 

It is not overetating the case to sar that your mone7 ie 

eater in Government bonds than in a multiplic1t7 or private 

obligations, though, or course, I am ln no •AT rerlecting 

on the soundness or private insurance companie s. 

It ia Tsry clear that the credit or the GoTer nment ie 

the soundest in the Nation. And 1r anything shouldlapJ)In 

24 

to your Goverruaent, nothing else would haTe an7 Talus at all. 

Now, when the Treasury inveate your old-age taxes and 

your unemployaent compensation taxes in ~vernaent bonde, 

1t reducee the amount or the public debt held by pr1T&te 

inveetore. '!'hie ie obTiously eo 1r the 'l'reaeury bQre bonde 
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in the market directly tor the account•· However, tbe ratee 

ot intereet wh1oh the Treasury is required by law to pay on 

funds invested tor these aooounts are higber than those 

which oan be obtained by puroha1ing euitable Government 

obl1gatione in the open market. Hence, the Treaeury is 

issuing special Government bonds to these accounts, and 

is using the tunda eo obtained to reduoe the amount or ita 

oblig~tiona sold to or held by private investors. 

Next year, as a result or the Sooial Security Aot and 

the related Stat e laws, it is estimated that the Federal 

Treasury will receive more than one billion dollars net tor 

investment in Government obligations tor theee two aooount1. 

With a balanced budget, this billion dollars will be used 

to retire public debt now in the hands or private investors. 

In other word1, the Treaeury next year will be adding one 

b illion dollar• to the eupply or tunde in the capi tal market. 
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EYen during the decade ot the TWentiee, when the 

Treaeury wae reoeiYi.ng large paJaepte of 1ntereet and 

principal on war debte, and from the eale ot eurplue war 

materials , the maximum reduotion made 1n an7 a1ngle 7ear in 

the public debt held b7 private 1nYeetore wae one billion 

three hundred a1llione. 

My object thie eYening has been to preeent, ae olearl7 

and ae trankly ae I know how, a oomprehensive picture ot 

Federal expenditure• and the budgetar7 outlook. I haYe tried 

to make plain the underl71ng eoonoa1o rea~ one, a• well ae the 

. 
humanitarian onee, tor the paet defio1te; and I haYe tried 

to bring out olearl7 the underl7ing eoonomio ooneideratione 

that now deaand a balanced Federal budget . I haYe ehown 

wh)', 1D 1117 op1n1on, tbie balance ehould be eought b7 a 

reduot1on ot eeYen hundred a1llion dollare 1n expenditure•, 

and wh)' a large eurplue tor debt ret1rnent would be 
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undeeirable at thie ti .. if it auet be achieved b7 

eliminating eeeential Federal eervioee or br 1noreae1ng 

the existing tax burden. 

The principal aims of our budgetarr polior have been, 

and I hope will oontinue to be, to proaote a large voluae 

and healthy character of bue1neee activitr, a maximum voluae 

of emplorment at good wages in private induetrr, fair 

treatment for our agricultural population, adequate revenuee 

to meet the 1noreaeed eervicee now demanded of the Federal 

Government, and the preeervation of the ored1t and ourrenor 

ot the United Statee, on which depends the seouritr or Jobe, 

propertr values, and orderlr bueineee relatione. 

27 

Regraded Unclassified



1 

28 
~ t?. 

Address or the Secretary or the 'l'reuury, to be 
Deliver ed before the Acade~ or Politi cal Science, 

at t he Hotel Astor, New York Clty, Wednesday Evening, 
November 10, 1937 

I am glad to accept the invitation or the Acade~ or 

Poll tical Science to discu se before its members and guests 

a ssembled here tonight the subject or rederal spending and 

ita re~ation_Jo •the balancing or t he Federal budget . 

Nineteen years ago t omorrow, we signed the Armistice 

ending the World War. '!'bat war was enormously costly in 

human va lues, and it was enormouslY costly in material 

values. In the t wo years between the middle or 1917 and the 

middle or 1919, the Federal Government spent thirty-one 

bill i on dollars and sustained a net detlclt or twenty-two 

billion dollars. 

During the paet tour years, this country has been 

engaged ln a.nother war. 'l'hls tlme our eneDI)' was a great • 

economic disaster. I n this war we bombed no cltles; we 
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~aoh1ne-gunned no trenches; we k.illed no human beings. 

In th1a war, we tought with Jobs and with dollars to saYS 

t armers trom loa1ng their !arms; to save home owners trom 

losing the1r homes; to give not only bread but work to the 

unemployed; to increase t he security ot Jobs, property 

values, and business protite; to br1ng order out ot chaos 

1n our econom1o system. 

Th is war, l1ke that other war, required a many-aided 

campaign under intelligent and courageous leadership -- a 

leaderehin that was superbly supplied b:y President RooaeYelt. 

Finally, th1a war, like that other war, required a 

lar ge spending program. This program, plue the special 

need~ arising out ot the great ~rought and the prepa;v.ent 

ot the soldiers ' bonus, necessitated outla:ys during the 

tour :years ended June 30, 1937, or some fourteen billion 

dollars in excess ot our receipts. 
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We deliberately uaed an unbalanced Federal budget 

during the paat four years t o meet a great -rgenoy . 

That policy hae succeeded. The emergency that we r aced 

in 1933 no longer exists. 

I am tully aware tha~ many or our problema remain 

unsolved. I am aware that there still remains a considerable 

volume of unemployment; that the speculative markets have 

recently been under severe pressure; and that certain of 

our business indexes have recently ahown a declining 

tendency. I am further aware t ha t some persona contend that 

another gr eat spending program i s desirable to ward off the 

risk of a ser1oua business depression. 

I cla1m no prophetic insight 1nto the future. But, 

after giv1ng serious and carefUl cone1derat1on t o all these 

and other factors , I have reached the f1rm conviction that 

the domestic problema which face ua todaY are essentially 
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different f r om thoee which faced us tour yeare ago. ~ 

measures are required for their solution. One ot theee 

measures in the present Juncture is a balanced budget. 

Early in 1933, after three years or progressive 

deterioration, our whole economic mechanism was demoralized. 

Under the~e conditions, there was no agency outside of the 

Federal Government with the resourcee and the courage to 

bring about a business revival. 

Today the situation is greatly changed. We are now 

nearin~ the end of one or t he moat active years in the 

business history of this country. On the whole, t bie 

high level of activity has been of a healthy character 

not of t he character that usually marks en unhealthy boom 

knd precedes a serious depression. The present e1tuation 

is not characterized ~Y the ex1etenoe of huge inventoriee, 
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high interest rates, over-extended credit positions, or 

great surpluses o! housing accomodations, capital equipment, 

et cetera. We havo not reached the stage or full emplo7ment 

ot our productive r esources. On the contrary, from all 

these standpoints, conditions are favorable ror a continued 

increase.ln the level or business activity. 

Thia situation stands in aharp contrast to the banking 

collapse, the bread lines, the bankruptcies, and the general 

demorall~ation or 19}}. It also stands l n contrast to the 

unhealthy excesses of 1929. 

The basic need today is t o roster the applicat ion or 

t he driving force ot priva te capital to existing favorable 

circumst ances. We want to see capital go into the productive 

channela · or private 1nduetry. We want to see private 

businesa expand. We believe that the bulk or the remaining 

unemplo7ment will d18appesr as·private Cllpital tunde are 
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increasingly employed in productive enterprises. We 

believe that one ot the moat important ways or achieving 

t hese ends at this time is to balance the Federal budget. 

In this connection, I should like to point out that 

t he underlying condi tiona that made de!ici t spending the 

wheat kind or economic policy during the depression no 

longer exist. Thus, when we borrowed during the depression 

to finance our deficit spending, a large part or the funds 

was obtained through an expansion of bank oredi t. To 

this extent . our spending did not absorb capital funds 

t hat might otherwise have gone into private industry, nor 

did it absorb taxpayers' funds that might otherwise have 

gone into private consumption. Even t o the extent that our 

bonds and notes were purchased by non-banking investors, 

the effect waR largely to put to work capital funds that 

would otherwise have remained idle. 
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A dlfferent situation prevai ls t oday. OUr industrial 

recovery has created large new demands for private capital. 

Our commercial banks are again utilizing their credit 

resources for t he financing of private industry . During 

the first six months or t he present calendar year, the 

insured co~ercial bfnke of the country reduced t heir 

holdi ngs or Government securitie s by six hundred eighty- five 

million dollars in order t o mee t a ctual and prospective 

demands for commercial credit . The obligati ons t hat they 

sold, plus an amount equal to t he securitiee newly marketed 

by the Treasury, were purchased by investor s . Any deficit 

spending t hat takeo place under t hese condi t i ons must be 

financed in large part by cap ital funds t hat would otherwise 

be ava i lable for business purposes. 

. . . . . . . . . . 
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Despite the substantial increase in the public debt 

during t he past tour years, the credit ot the Federal 

Government has remained absolutely unimpaired. Not once 

during even the darkest days ot the depression did the 

Treasury experience t he slightest d1ttioulty in bor rowing 

all the tunds that were required. Moreover, the rates ot 

interest on our borrowings have been lower, tor comparable 

securities, than at any other time in the histor.r ot the 

oountr.r. 

We wish t o preserTe the tinanoial power ot the 

Federal Government to aid in restoring econoa1c order in 

the tut ure, it the need again arises. To preserve this 

power we must liquidate during prosperity the debts 

lnourrsd during peri ods ot depression . 

. . . . . . . . . . 
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I turn now to the i mmediate practical aepects ot 

budget balancing tor the coming fi scal year. What are 

the controlling figures? 

OUr total recei pts t or this year are estimated at 

about six bi lli on six hundred millione, and our total net 

expenditures at about seven billion three hundred mi llions, 

leaving a net deficit ot roughly seven hundred millions. 

To seek a n ordinary balancing ot t he budget next 

year -- that 1s, a balance after tull provkion for 

accruing liabilities tor old- age benefit payments , but 

exclusive o f debt retirement --. we must t herefore 

accomplish a net i mprovement ot seven hundred mill i on 

dollars i n our budgetary position. I n estimating revenues, 

it 1s better t o underestimate than t o overestimate. We 

should not count on an i ncr ease in revenues next year 

trom the existing tax s tructure , nor ehould we i~ee 
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additional taxation. Instead, we should plan to bring 

next year ' s expend1 turee within . this year• e 1ncoae; and 

then, if the tax receipts rise above those of this year, 

the excess should be used to reduce the national debt. 

Let us stop at this point to consider t he revenue 

side of the picture. 

The Federal tax system affects every one ln the 

country . We in the Treasury are constantly studying the 

tax problem with two objectives always before us: Fi r At, 

that t he tax burden aball be distributed as fairly as 

possible and, second, that the coll ection of taxes shall 

be as l1 ttle burdensome to the t a.xpayer ae possible. 

I t is with these alms that , by direction of the 

President , we have been reviewing the whole tax structure 

1n the last few months and are just now in the process of 

presenting to a committee of Congress the information we 

3? 
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have oolleoted. The etudy hae not been directed toward 

raising new revenue. Rather we have sought to determine 

whether there are inequalities and injustices in the 

distribution or the tax burden and whether there are some 

taxes whose cost or coll ection and whose burdensome effect 

outweigh the revenue gain. In addition, we want t o 

simplify collection and make the taxpayer's record-keeping 

le as difficult . 

In making this study, we hav~ invited the assistance 

and the advice or groups or t axpayer& and or individuals. 

We want to hear the taxpayer'& aide or the &tory. We want 

all the f acta we can get and we have obtained both tacte 

a nd opiniona. 

Our tax revenues come largely from \ndividual earnings 

and buaineaa profits. We do not wish to impose levies 

which tend to dry up the eourcee or tax revenue. The lawe 
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should be eo written and adalnietered that the taxpayer can 

continue to make a reasonable profit with a mlnimum of 

interference from hie own Federal Government. Of course, 

tax policy cannot be determined from one individual case 

alone. We must look a t the whole picture. We must t~~-

testi mony and we must examine actual tax records and 

returns. 

Ws reall~e that our tax laws are too complicated; we 

want to make them less so. We reali~e that there are 

inequi tles; we wart; t o ellmlns.te as many or them as we can. 

The amount of our income-tax revenue is only about 

half our total internal revenue. Less than three mllllon 

people out or our t otal populat i on pay income taxes. We 

would be applying the principle of capaci ty to pay more 

Justly lf we were to reduce the number or consumer t axes 

and a t the same time t o increase the number of income tax 

3~ 
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payers . Taxpayere who ar e squar ely confronted with their own 

tsx burdens are bound t o be keenly aliYe to the way the 

money is bei ng spent by their Government. 

The budget now nearing completion is p redi cated on a 

defini te estimate ot reoeiots, based on the existing tax 

structure. I t is a cardinal point that the t a x syetem, as 

revised, must not yield a smaller return tor 1939 than the 

present system would yield. 

We want to adJus t inequalities and remedy detects in 

the t ax laws. In doing this , we have sought the help or 

the taXpayer and have given him a sympathetic hea ring. It 

find t ha t the onsration ot any particular tax is unfair, 

stand ready to say so nublicly. 

. . . . . . . . 
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Our immediate goal, then, should be to reduce 

expenditures by seYen hundred alllion dollars. In no 

event, in my opinion, should we oonte~late total net 

expenditures in excess or the level or thle year's 

estimated receipts. That means that our expenditures 

must not exceed six billion s1x hundred rirty m1111on 

dollars t or the coming year. 

41 

Our problem i s clear. Our expenditures must be out 

seven hundred m1111on dollars. 

But where can outs totaling this amount be lll!ldet .ltter 

caretul study or the whole problem, I haYe come to the 

rollowlng conclusions: On the one hand, little or no money 

can be saved in the regular operating expenses or the 
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Federal Government, including the national defense and 

interest on the public debt . Further, our expenditures 

under t he Social Security Act will probably i ncrease by a 

hundred million dollars or more in the next f i scal year. 

On the other hand, by focusing attention on the several 

classes of expenditures that have been mai nly responsible 

for our past deflc i t s -- publ1o blghw&Ye, public works, 

unemployment relief, and agriculture - - , i t is apparent that 

great savings oan be made. 

Let me g1 ve you a rough idea of the posa1ble 98Vings 

1n these fields. 

First, take the item of highway exoenditures. Prior 

to the depressi on, t he Federal grants t o the States for 

42 

public highway construction regularly ran under one hundred 

mill ion dol l ars annually. Thle year the total Federal outla:rs 

tor highwaYs, 1noluslve or e~~~ergeno:r expenditures, are 
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estimated at two hundred fifty-three millions; and, in 

addition , the exis ting highway programs oall t or new 

appr opriations t otaling more t han tour hundred million dollars 

tor the next two years. I believe it i s now time to return 

to t he average annual level ot highway expend1 tures that 

exi sted pri or t o the depression. 

Second, there 1s the fie ld of public works, other than 

highways , on which we are spending f ive hundred seventy-three 

m.1llions this year. This is a greater sum than was spent 

tor this purpose during the entire five-year period between 

1926 and 1930, inclusive. Next year, despi te the tact that 

avai lable unspent appropriations tor this purpose already 

exceed six hundred millions , I believe that we can and 

should move definitely towa rd a lower level of public works 

outlays. 
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Third, it should be possible to make a further 

substantial reduction in our outlays tor unemployment relief 

a nd the C. C. C. camps . During the present fiscal year, by 

reason of business recovery, these expenditures are already 

being reduced by some seven hundred eighty millions below 

last year's. 

44 

I turn next t o our expenditu~ee on behalf of agriculture. 

The pli ght or agri cult ure in the depression called tor 

emergency aid, not only in t h e fa r mers ' i nterest, but in 

th~ intereet or all or us. As many o f you know, I have 

beAn deenly concerned for more than twenty yea rs ·with the 

problema or agriculture , and I am moat keenly interested 

in doing all t ha t can be done t o remove the economic 

disadvantag es t hat t he t~mere haYe suffered. That Yery 

1ntereet impels me to believe and t o state wi t h all the 

f orce at my co~~nd t hat agriculture cannot continue to 

rely on merely temporary expedients. 
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Besides the one hundred sixteen millions included in 

this yea r ' s budget tor the general work or the Department 

ot Agriculture, there are, among other items, estimated 

expenditures ot tour hundred seventy-t1ve millions tor the 

soil conserva tion program, thirty-three millions t or rural ----- -electrification, titty-tive mil l i ons tor the Fe~ral land 

banks t o provide lowe~ interest rates, one hundred mill ions 

tor commodity loans, and one hundred twenty-rive millions 

tor resettlement. These items total nine hundred three 

millions tor this fiscal year. 

Despite t he magnitude ot t he sues we are now expending 

tor agricultural purposes, you are all aware t hat discussion 

is taking place in Congressional committees ot further 

measures in aid ot agriculture that may involve large 

addit ional expenditures. 
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I am strongly in taYor ot a long-range program t o 

maintain the independence and t he purchasing power or the 

farmer. That program cannot endure and cannot render 

l asting a i d to the f armer unless it be soundly based. The 

farmer himself does not want eubsid~ea, but rather such 

fair prices and such balanced producti on or crops as will 

make subsidies unnecessary t or his decent economic statue. 

A sound program must taka into considerati on the 

farmer's onportuni t iea in t he f oreign markets, as well ae 

in those at home; and the character and coat or that 

program must be determined with tull recognition or ita 

erreota upon our whole na tional eoonoMJ and or the 

limita tions imposed by t he rederal finances. 

Balancing the budget is in t he interest or our 

agricultural as well as or other parte or our population; 

and it requires the cooperation or the taraer as well as 

other sections or the public. 

4S 
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With the solid support ot the public, I believe that 

economies totali ng seven hundred ailliona or more can be 

achieved in the t our fields that I have cited. Since the 

eatimated increaaed costs or our social security program 

ore more t han offset by estimated reductions in miscellsneoua 

and supplemental items, it should be possible to achieve 

an ordinary balancing or t he budget next year. 

. . . . . . . 
There may be some persons who would counsel a more 

dr a stic reduction or expenditures or a program ot t ar 

heavier taxation in order to make certain a substantial 

reducti on in the public debt in the ne~t fiscal year. 

There are serious obJections t o such a course. 

We are definitely in a t ransition period between 

unbalanced and balanced Federal budgets. We are making 

great progress t oward a balanced budget. 
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Relatively te• pereone reali~e t he remarkable taot 

t hat t he net improvement t his year in the budgetary position 

ot t he Federal Government will amount t o more than two 

billion dollars. In other words, t he net deficit this year 

is entimated at l ess than seven hundred millions as compared 

~1th more than twenty-seven hundred millions last year. 

This net improvement ot more t han two billion dol l ars 

that 1s t aking place in a einnle year provides the beat 

answer t o t hose who have publicly deopaired of our ability 

to ba lance the Federal budget. 

I firmly believe that t here i q Just a s much danger t o 

our economY as a whol e in moving too rapidlY in this 

direction as there would be in not moving at all. 

The minimum goal that I propose will by no means be 

easy to aoh1eve. 

4J 
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I have already indicated 111 baUer that it would be 

unwise t o rsiee taxes at this time eolelT to accu8Ulate a 

surplus for debt retirement. More than two-thirds or thie 

year ' s budgetary improvement comes from increased revenue, 

rather than from reductions in expenditures. 

There are equallT compelling considerations on the 

expenditure aide. I strongly favor a vigorous program for 

t he progressive reduction or Federal expenditures to the 

49 

minimum demanded by t he Government's increased respona1b1litiee. 

9ut it would be clearly unwise, and disruptive t o •nr 

sections or private industry, if we were suddenly to elaeh 

Government expend1 tures by more than the amoun.t I have 

i ndicated. 

In addition t o these considerations, there is a new 

and i mportant aspect o r our budget that IIIUat now be considered 

1n analyzing the economic effects or Federal expenditures 
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and receipts. The Sooial Security Act has introduced new 

items 1nto our budget. A major one ot these , the annual 

ap~ropriation tor the Old-Age Reserve Account , calls tor 

the investment ot t hls appropriati on in Government 

obllgatione. The same Act also proVides tor t he investment 

in Government obligations ot moneys pald by the States 

into the Unemployment Trust Fund. 

The funds paid into both ot t hese accounts are handled 

very much like payments made by an individual to a private 

insurance company. Such a company invests your premiums 

in Government obligations, in tarm and urban mortgages, in 

railroad, industrial, and public utility bonds, and in other 

forme ot investment approved by one or more ot the 

forty-eight different State laws. The manner in which 

these tundA must be invested i s laid down by ·the State 

laws and embodies the very sound principle ot diversified 

risks. 
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The Federal Government, in connection with the Old- Age 

Reser ve Account and the Unemployment Trust Fund, also 

invests the money which it receives in the manner laid 

down by Congress in Government obligations. Government 

obli gations, or course, represent t he moqt diversiried 

p 
~ -risk ava ilable in this country as they rest on the t ax 

obli gations o! all industries and all individuals. 

When t he Treanury invests old-age receipts and 

unemployment compensati on receipts in Government bonds, 

it reduces the amount or the public debt held by private 

inves t ors. This ie obviously so 1r t he Treasury buys bonds 
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in the market directly for the accounte. However, the ratee 

ct intere~t which the Tr eaaur,r 1e required by law to pay on 

tunda invested tor the old-age resern account are higher 

than those which can be obtained by pur~hasing suitable 

Government obligations in the open ~rket. Hence, the 

Treasury is issuing special obligations to this account 

and is using the funds so obtained t o reduce the amount 

ot its obligations sQld t o or held by private investor s. 

Next year, es e result of the 8ooial Security Act end 

the related State laws, it ia estimated that the Federal 

Treasury will receive more than one billion dollars net t or 

investment in Government obligations for these two accounte. 

With a balanced budget, this billion dollars will be used to 

retire public debt now in the hands of private investors. 

Through this operation the Treasury next year will be addi ng 

52 

ons b1ll1on dollars to the supply of funds in the capital •rket. 
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Even during the decade or the Twenties, when the 

Treasury was receiving large payments or interest and 

principal on war debts, and !rom the sale or surplus war 

~terlals, the maximum reduction made in any single year in 

the public debt held by private investors was one billion 

three hundred millions. 

MY obJect this evening has been t o present, as clearly 

and as frankly as I know how, a comprehensive picture or 

53 

Federal expenditures and the budgetary outlook. I have tried 

t o make plain the underlying economic reasons, as wel l a s the 

humanitarian ones, ! or t h e past de!ic1ts; and I have trled 

t o brlng out clearly the underlying economlo considerations 

that now demand a balanced Federal budget. I have shown 

why, in my opinion, thls ba l ance should be sought by a 

r eduction in expenditures, and why a large surplus ! or 

debt retirement would be undeairabl e at thls time i! it 
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must be achieved by eliminating eeeential Federal 

responsibilities or by inoreae1n~ the ex1et1ng t ax 

burden. 

.. 54 

The princi pal ai~s ot our budget ary policy have been, 

and I hope wilt continue t o be, to promote a large volume 

and healthy character of business activity, a maximum volu~e 

ot employment at good wages 1n private induetry, fair 

treatment t or our agricult ural populati on, ad~quate revenues 

to meet the increased services now demanded ot the Federal 

Government, and t he preservation of the credit and ourrency 

ot t he United States, oA whioh depends t he security of Jobs, 

property values, and orderly business relatione. 
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AddNea or the Secretary or the 1'reaeury, to be 
Delivered before the Aoadeay or Political Soienoe, 

at the Hotel Astor, New York City, Wednesday ETening, 
Noveab~r 10, 1937 

I 
I am glad to accept the invitation or the Academy or 

Political Solenoe to discuss before its members and guests 

assembled here tonight the subject or Federal spending and 

its relation to the balancing or the rederal budget. 

Nineteen years ago tomorrow, we signed the Armistice 

ending the World War. That war was enormously ~ostly in 

human values, and it was enormously costly in material 

values. In the two .years between the middle or 1917 and the 

middle or 1919, the Federal Government spent thirty-one 

billion dollars and sustained a net deficit or twenty-two 

billion dollars. 

During the paet rour years, this oountr;r has been 

engaged in another war. This time our enemy was a great 

economic disaster. I n this war we bombed no c1 ties; we 
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machine-gunned no trenobee; •• kllled no hloun belJI«e. 

In this war, we fought with Jobe and with dollars to eaTe 

farmers from losing their rarme: to aaTe home owners tro• 

. 
l osing their homes: to giTe not only bread but work to the 

unempLoyed; to increase the security or Jobs, property 

values, and business profits; to bring order out or chaos 

in our economic a1atem. 

This war, like that other war, required a manr-sided 

campaign under intelligent and courageous leaderahip -~ a 

l eadership that was superbly supplied by President Roosevelt . 

Pinally, this war, like that other war, required a 

l arge spending progr&JI. Thil progr&JI, plus the special 

needa arising out or the great drought and the prep~nt 

of the soldiers• bonus, necessitated outlays during the 

four years ended June JO, 1937, or ao•e fourteen b1111on 

dollare in excess or our reoeipte. 
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We deliberately ueed an unbalanced Federal budget 

during the past tour years to meet a great emergency. 

That policy hae euoceeded. The emergency that we taoed 

in 1933 no longer exists. 

I am tully aware tha: many ot our problems remain 

... 
unsolved. I am aware that there still remains a considerable 

volume of unemployment; that the speculative markets have 

r ecently been under severe pressure; and that certain of 

our business indexes have recently shown a declining 

tendency. I am further aware that some persons contend that 

another great spending program ie desirable to ward ott the 

risk of a serious business depression. 

I claim no prophetic insight into the tuture. But, 

a fter giving serious and caretul consideration t o all these 

and other factors, I have reached the firm conviction that 

t he domestic problems which face us today are essentially 
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different f rom those Which f aced us tour year s ago. Many 

measures are required tor their solution. One ot these 

measures in the present juncture ia a balanced budget. 

Early in 1933, after three years ot progressive 

deterioration, our whole economic mechanism • as demoralized. 

Under these conditions, there was no agency outsi de ot the 

Peder al Government -t th the resources and the courage to 

bring about a business revival. 

Toda~ the s i tuation is greatl~ changed. We are now 

nearing the end ot one ot the most active years 1n the 

bns1ness h1atorv ot this countr y. On the •hole, th1e 

h1gh level of act1v1ty has b een ot a healthy character 

not or the ch~racter th~t usually marks an unhealthy boo• 

and precedes a seri ous depression. The present situation 

1s not characterized by the eXistence or huge inventories, 
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high intere s t rates, oYer-extended ored1t positions, or 

great surpluses or hou e1ng aoooiiiiOdations, capital equip .. nt, 

et cetera. We haTe not reached t he s tage or tull emplorsent 

ot our productive resources . On t he contrary, !rom all 

these standpoints, conditi one are favorable t or a continued 

increase i n the level or business act1v1tr. 

This situati on stands in sharp contrast t o the banking 

collapse, the bread l ines, the bankruptcies, and the general 

demorali~tion of 1933 . It also stands in contrast t o the . 

unhealthY exceeeee or 1929. 

In this connection, I should l ike to point out that 

the underlying conditione that made deficit spending the 

wisest kind ot economic pol1cr during the depression no 

longer exist. Thus, when ~e borrowed during t he depression 

to nnance our det1c1 t spending, a large part or the tunde 

was obtained thr ough an expansion or banlt cred1 t. 'l'o 
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this extent, our spending did not abeorb capital tund1 

that lllght otherwise ba't'e gone into pr1Yate industrr, nor 

did it absorb taxpayers • tunds tba t aight otherwise ban 

gone int o private oonaumption. Even t o the extent that our 

bonds and notes were purohaeed by non-banking investors, 

the effect was largely to put to work capital tunds that 

would otherwhe bave remained idle. 

A different situation preva ils today. Our industrial 

recovery has created large new demands tor private capital. 

Our commercial banks are again utilizing their credit 

r esources for the financing ot private industry. During 

the first six months or the present calendar year, the 

i nsured commercial banks or the country reduced their 

holdings of Government securities by six hundred eigbty- tiYe 

million dollars in order t o meet actual and proapectiYe 

demands tor commercial credit. The obligations that they 

co 
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sold, plus an amount equal to the eaour1tias newly marketed 

by the Treasury, were purchased by inYaetore. Any detiolt 

spending that takas place under these oondlti one must be 

f inanced 1n large part by capital tunde that would otherwi se 

be available tor business purposes. 

. . ' . . . . . 
The ba sic need today 1e to foster the applioatlon ot 

the driving toroe ot private capital to e~1sting favorable 

ci roumstanoes. We want to see oapltal go into the produot1Ye 

channel s ot private industry. We want t o sea private 

busi ness e~and. We believe that the bulk of the remaining 

unemployment will disappear as private capital tunds are 

increasingly employed in productive enterprises. Ws 

believe t hat one ot the most important ways ot achiaYing 

the se ends at this time is to balance the Feder al budget. 
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I turn now to the i ... diate practical aspecte or 

budget balancing t or the collipg thoal :rear. 1f!w.t are 

the controlling tigureat 

Our t otal receipts tor thie year are estimated at 

about six billion six hundred titt:r aillions, and our total 

net expend! tures at about aenn billion t hree hundred 

torty-aix millions, leaYing a net defi cit of roughl:r eeYen 

hundred mill i one. 

! o eeek an ordinary balancing of the budget next 

year -- that ie, a balance after tull proYieion tor 

accruing liabilities t or old-age benefit payments , but 

exolualve of debt retirement --, we must t herefore 

accomplish a net i~roYement of seYen hundred million 

dollars in our budgetar.v position. I n estimating reYenuee, 

it 1e better t o underestl•te than to onrestimate. We 

should not count on an increase in revenue s next year 
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!rom the existing tax structure, nor should we i~oee 

additional taxation. Instead, we should plan to bring 

next year 's expenditures within t h is :rear's income; and 

then, it the tax receipts rise above those or this :rear, 

the excess should be used to reduce the national debt • 

... 
Let us stop at this point to condder the revenue 

side or the picture. 

The Federal tax system affects ever:r one 1n the 

country. We i n the Treasury are constantly studying the 

tax problem with two objectives alwa:ra before us: Firat, 

that the t ax burden shall be distributed as !airl:r as 

possible and, seoond, t hat the collect ion of taxes shall 

be a s l ittle burdensome to the taxpa:rer aa possible. 

It is with these alma that, by dir ecti on of the 

Presi dent, we have been reviewing the whole taa structure 

in the last rew months and are juat now in the prooeaa of 
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presenting to a ooma1ttee ot Congrees the 1ntorwation we 

have collected, 'l'be study has not been cUreoted toward 

raising new reYenue. Rather we haYs eougbt to deterains 

whether there are ine~ualitiea and injustices in the 

distribution ot the tax burden and whether there are some 

taxes whose cost ot collection and whose burdensome etfeot 

outweigh the revenue gain. In addition , we want to 

simplify collection and make the taxpayer's record-keeping 

l eas d1tt1cul t. 

In ma.klng this study, we have i nvited the assistance 

and the advice ot groups ot taxpayers and ot individuals. 

We want to hear the taxpayer's side ot the etorr. We want 

all the facts we can get and we have obtained both taota 

and opin1ons. 

OUr tax revenues oome largely trom individual earnings 

and business profits. We do not wish to impose lev1ee 
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which tend t o dr7 up the aourcea or tax reYenue . The lawa 

should be so written and adainiatered that the taxpayer can 
• 

continue t o make a reasonable proti t with a a1nlllwl or 

interference trom his own Federal Government. or course, 

t ax poli cy cannot be determined trom one indiYidual case 

alone. We must look at the whole picture . We must take 

t es timony and we must examine actual tax records and 

r eturns. 

We realize that our tax laws are too complicated; we 

want to s ke t hem lees eo. lfe real ize t hat there are 

inequities; we want to eliminate as many o! them as we can. 

The amount or our income-tax revenue i s only about 

halt our total internal r evenue. Lees than t hree million 

people out or our total population pay income taxes. We 

would be applyi ng t he principle o! capacity t o pay more 

Jus t ly 1! we were t o reduce the number or consumer taxes 
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and at the eame time t o increase the auaber ot income tax 

payers. Taxpayers who are equarely confronted with their 

own tax burdens are bound to be keenly alive to the way 

the money is being spent by their Government. 

The budget now nearing completion is predicated on a 

definite esti mate ot receipts, baaed on the eXisting tax 

structur e. It i s a cardi nal point that the tax systeD, ae 

revi sed, must not yield a smaller return tor 1939 than the 

pr esent system would yield. 

We want to adjust inequalities and remedy detects in 

the tax laws . In dol ng this, ·we havs sought the help ot 

t he t axpayer and have given him a a:rmpatbetic hearing. It 

we fi nd that the operation ot any particular tax is unfair, 

we stand ready to say so publicly. 

. . . . . . . . 
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Our i11101ed1ate goal, then, ahould be to reduce 

expenditures by seven hundred milli on dollars. In other 

words, we should not contemplate total net expenditures 

in excess of the level of th1e .year's estimated receipts. 

But where can cute totaling seven hundred m1111ons 

be made' After careful atud1 of the whole problem, I 

have come to the foll~wlng conclqslons: On the one hand: 

l ittle or no money can be saved in the regular operating 

expenses of the 
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Federal Government, including the national def ense and 

i nterest on the nublio debt. FUrther, our expendituree 

under the Social Security Act will probably increase by a 

hundred million dollars or more in the·next tlscal year. 

On the other hand, by toouelng attenti on on the several 

classes or expenditures that have been mainlY r e sponsible 

t or our paet de!ioite --public highways, public works, 

unemployment relief, and agriculture --, it is apparent that 

great saVings oan be Ulade. 

Let me give you a rough idea or tbe possi ble savings 

in t hese fields. 

First, take the i tem or highway expenditures, Prior 

t o t he depression, the Federal grants t o the States !or 

public highway construction regularly ran under one hundred 

mi llion dollars annually. This year the total Federal outlays 

ror highways, inclusive or emergency expenditures, are 
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estil!lllted at two hundred titt:r-three 111111ons; and, i n 

addition, the eXisting h1g~a:r progra.s call tor new 

appropriations totaling more than tour hundred 111111on dollar• 

tor the ne~t two years . I believe it ia now t i me to return 

- to t he average annual level ot hlgbwa:r upendltures that 

exi s t ed prior to t.~e depression. 

Second, there 1e the field or publio works, other than 

hi ghways, on wh1oh we are spending tive hundred sevent:r-three 

m1111one this :rear. Thls is a greater au• than was spent 

t or this purpose during the entire tive-:rear period between 

1926 and 1930, 1noluaive. Next :rear, despite the taot that 

available unspent appropriations tor this purpose alread:r 

exceed si~ hundred 111lli ons, I believe that we can and 

should move detlnltel:r toward a lower level ot public works 

outla:rs. 

S9 
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Third, it should be possible to make a further 

~ubstantial reduction, though not a draetio one , in our 

out l ays tor unemployment relief and the C.C. C. oaape. During 

the present !iaoal year, by reason or more active private 

busi ness, these expenditures are already being reduced by 

some s even hundred eighty millions below last year ' s. 

I turn next to our expend! tures on beha.l! or agrioul ture. 

The total of this year's expenditures t or the regular 

a ctivities of t he department, the soil conservation 

program, rural eleotrification, resettlement, commodity 

l oans, and lower interest rates for Feder al land bank 

borrowers, exceeda nine hundred million dollars. Despite 

the magnitude of this aum, you are all aware that posaible 

further measures involving large additional expenditure• 

a re now being discussed. 
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I am strongly in ta•or or a long-range prograa to 

maintain t he independence and the purchasing power or the 

farmer. 8;1ah a prograa IIUet take into consideration the 

farmer's opportunities in the foreign markets aa well as 

in those at hollH!; and no agrioul tural prograa can long 

endure which makes exoeasi•e demands upon th~ Federal 

Treasury, or ia untair to ooneulDIIrs. '!'he ta:ra~er h1aaelt 

does not want subsidies, but rather auoh fair prices and 

such balanced production or crops as will make eubaid1es 

unnecessary t or his decent economic status. 

Balancing the budget is in the interest or our 

agrioultural aa well as or other parts or our population: 

and lt requires the cooperation or the tarmer as well as 

other sections or the public, 

Wl th the solld eupport ot the publlc, I hope that 

economies totaling •••en hundred millions oan be ach1e•ed 
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in the tour t1elcl8 that I baTe cited. 81noe the eetlllated 

i ncreased coets of our eooial eecurity progr .. are more -

than ot reet by estimated reductions in a1eoellaneoue and 

supplemental items, it shoda be poeeible to achleTe an 

ordinary balancing of the budget next year without increaeed 

taxes. 

. . . . . . . 
There may be some persona who would counsel a more 

drastic reducti on or expenditures or a program of far 

heavier t axation in order t o make certain a more substantial 

r educti on in the public debt in the next fiecal year. There 

are serious objections to such a course . 

I have already indicated that I belleYe it undesirabl e at 

this time t o increaee taxation. There are equal l y compell ing 

conslderatione on the expenditure eide. I etrongly fa•or 

a v1goroue progr .. t or the progreeeiYe reduction of Federal 
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expenditures to the ain.imua de .. nded by the Government'• 

r esponsibilities. But it would clearly be diaaetrous to 

many of the needy unemployed, and disruptive to many eectione 

or pri vats industry, i f we were suddenly to slash Government 

expenditures by much more than t he amount I have indicated. 

We are definitely in a transition period between 

unbal anced and balanced Federal budgets; but I firmly 

believe that there i s Just as much danger to ovr econo~ 

• 
a s a whole in moving t oo rapi dly in this direction as there 

would be i n n~t moving at all. 

Relati~ely few pereone reali~e the remarkable f act 

t hat the net improYement this year in the budgetary poeltion 

or the Federal Government will amount t o more than two 

billion dollars. In other worde, t he net deficit this year 

i s eatimated at lese than seven hundred million as compared 

wi th more than twenty-eeYen hundred aillions l a st year. 
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Tb1s net improvement or 110re than two bUlion dollars 

1n a single year provides the beat answer to those who have 

publicly despaired or our willingness or our ability to 

balance the Federal budget . 

l!ore than two-thirds or th1a year's budg_!!tary .... 
improvement comes from increased revenue, rather than from 

reductions in expenditures. Rext year's balancing or the 

budget can properly be sought 1n a reduction or expenditures. 

, . . . . . . . . . . . 

In addition .to these considerations, I should like 

t o point out that, as a result or the Social security Aot 

and r elated State laws, it is estimated that the Federal 

Government next year will receive more than one billion 

dollars net tor investment 1n Government securities tor 

the Unemployment Trust Fund and the Old-Age Reserve Account. 

W1th a balanc~d budget, this billion dollars wUl be used 
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to r etire publio debt now in the bands or private investors. 

While this operation by 1taelt will not reduce the total 

amount or the public debt, it will result in adding roughly 

one billion dollars to the supply or funds in the capital 

market. 

Even during t he decade or the Twenties , when the 

Treasur y was receiving large payments or interest and 

principal on war debts, and t rom the sale or surplus war 

caterials, the maXimum reduction made in any single year in 

the public debt held by p rivate investors was one billion 

three hundred millions. 

My object tble evening has been to present, as clearly 

and as frankly as I know how, a colllprehensive picture ot 

Federal ex.9end1tures and the budgetary outlook. I have tried 

to make plain t he underl11ng economic reasons, as well as 

the humanitarian ones, tor the past deficits; and I have 
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tried t o bring out clearly the underlying economic 

consideration& that now demand a balanced Pederal budget. 

I have ehown why, in my opinion, thie balance ehould be 
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sought by a reduot1on in eltJ>endituree, and why a large 

surplus for debt retirement would be undeeirable at thle 

time if it muet be achieved by eliminating essential Federal 

responsibilities or by increasing the existing tax burden. 

The principal aims ot our budgetary policy have been, 

and I hope wil1 continue to be, to promote a large volume 

and healthy character ot business activity, a maxt-um volume 

ot ecployment at good wages in private industry, fair 

treatment tor our agricultural population, adequate revenuee 

to meet the increased services now demanded of the Federal 

Government, and the preservation of the credit and currency 

ot the United Statee, on which depends t he security ot jobe, 

property values, and orderly bueineee relatione. 
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Address ot the Secretary ot the Treasury, to be 
Delivered before the Academy ot Political Science, 

at the Hotel A1tor, New Yor k City, Wednesday ETen1ng, 
November 10, 1937 

I am glad t o accept the 1nT1tat1on ot the AcadeJil)' ot 

Poli t ical Science to diseuse betor e ite aembers and guests 

t he subject or Federal spending and its relation to t he 

balancing ot t he Federal budget, 

Nineteen years ago tomorrow, we signed the Armistice 

ending the Worl d War. That war was enormously costly 1n 

human values, and it was enormously costly in material 
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values. In the two year s between t he middle ot 1917 and the 

middle ot 1919, the Federal Government spent thirty-one 

billion dollars and eueta1ned a net deficit or twenty-two 

billion dollars. 

During the past t our years, thie country has been 

engaged 1n another war. This t!Ae our enemy was a great 

economic dieaster. In this war we bombed no cities; we 
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machine-gunned no trenches; we killed no hu.an beings. 

In this war, we tought with Jobs and wUh dollars to eave 

farmers tram losing their tarme; to eave home owners tra. 

losing their homes; to give not only bread but work to the 

unemployed; to increase the security or Jobs, property 

values, and busines s profits; to bring order out ot chaos 

in our economic system. 

This war, like thAt other war , required a many-aided 

onmoai gn under intelligent and courageous leadership -- a 

78 

~eadereb1p that was superbly supplied by President Roosevelt . 

Finally, this war, llke t hat other war, required a 

large spending program. This program, plus the special 

needs arising out or the great drought and the prepayment 

ot t he sold1era ' bonus, necessitated net outlate during the 

tour years ended June 30, 1937, ot eome tourteen bUlion 

~ollars in exceea ot our receipts. 
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We deliberately ueed an unbalanced Federal budget 

during the pa8t tour years to meet a great emergency. 

That policy has succeeded. The emergency that we raced 

in 1933 n? longer exists. 

I am tully aware that many ot our problems remain 
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unsolved. I am aware that there still reaains a considerable 

volume ot unemployment; that the speculat ive markets have 

r ooently been under severe pressure; and that our bua1nees 

indexes have recently shown a declining tendency. I aa 

further aware that some persona contend that another great 

spending program is desirable t o ward ott the risk ot 

• another business depression. 

I ola1m no prophetic insight into the future. But, 

at tar giving serious and oaretul oone1deration to all these 

and other taotors, I have reached the firm conviction that 

the domest ic problema whioh taoe us today are essentially 
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different troa t hose whioh taoed ua t our years ago. Uany 

measures ar e required t or their eolution. One ot these 

measures in t he present Juncture i s a determined sovement 

toward a bAlanced budget. 

Early 1n 1933 . atter three yeare or progressive 

deterioration, our whole econ~io mechanism was demoralized. 

Under these conditions, there was no agency outside ot the 

Federal Government with the reaourcea and the courage t o 

bring about a business revival. 

Today t he situation 1s greatly changed. We are now 

nearing t he end ot one ot t he moat active years 1n the 

buaineas history ot thia country. On the whole, thle 

high level or activity baa been ot a healthy character 

not ot the charact er that ueually marks an unhealthy boom 

and precedes a aerioue depression. The present situation 

is not characterized by the exietenoe ot huge inventoriee, 
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high interest rates , over-extended ored1t positione, or 

great sur pluses of housing accommodat i ons, capital equi pment, 

et cetera. We have not reached t he stage ot full employment 

ot our productive reso~ces. On the contrary, from all 

t hese standpoints, conditions are favorabl e tor a continued 

i ncrease in the level of business activity. 

This situation stands i n sharp contrast to t he banking 

collapse , t he bread lines , t he bankruptcies, and the general 

demoral itation of 1933· It also stands 1n contrast t o the 

unhealthy excesses or 1929. 

In thi s connection, I should l i ke to poi nt out that the 

underlyi ng condi tione that made del i berate deticit spending 

the wisest kind of economic policy durlng the depression no 

l onger exist . Thus, when we borrowed during t he depression 

t o finance our deficit spending, a large part or t he runde 

was obtained through an expansion of bank credit. To 
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this extent, our ependlng dld not a~eorb oapital tunde 

that might otberwiee ha•e gone 1nto pr1•ate 1nduatrJ, nor 

di d it absorb taxpayer•' tunds that aight otherwiae ha•e 

gone into private oonaumption. Even to the extent that our 

bonds and notes were purchased b7 non-banking inveetore , 

the effect was largel7 to put t o work capital funds that 

would otherwise have re~~~&1ned idle. 

A different situation prevails t oday. Our induetrial 

recovery during the last 7ear has created large new dea&nde 
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tor private capital . Our commercial banks have been again 

utilizing their credit resources tor the financing or private 

industry. During the first s~x months or the present calendar 

year, the insured commercial banks or the oountr1 reduced 

their holdings or Government securitiee b7 s1X hundred e1ght7-

!ive million dollars in order to aeet actual and prospeoti•e 

demands !or commercial credit. The obligations that the7 
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sold, plus an amount equal to the securities newly marketed 

by the !reaeury, were purcha•ed by 1nve•tore. Any detioit 

spending taking place under t hese conditione would have to 

be financed in l arge part by capital tunde that would 

otherwise be available tor business purpoeee. 

. . . . . . . . . . 
The basio need today ia to foster the application ot 

the dr~ving force of private capital to existing tavorable 
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circumstances. We want t o see capital go int o the productive 

channels ot private i ndustry. We wan t to eee private 

busi ness expand. We believe that the bulk ot the remaining 

unemployment will d1~appear as private capital tunda ar e 

inoreaslngly employed in productive enterprises. We 

believe t hat one ot the aoet 1lllportant waye ot achieving 

these ends at thle time ie to continue progress toward a 

balance ot the Federal budget. 
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I turn now to the immediate praotloal aepeote of 

budget balancing tor t he coming fiscal year. What are 

the controll ing flgures1 

our total receipts tor this year were estimated in the 

Pres ident's budget summation ot October 19 at about elx 

billion six hundred flfty millions, and our total net 

expendi turea at about seven billion three. hundred f orty-six 

8~ 

m1111one, leaving a net deficit or roughly seven hundred millions. 

To attain an ordinary balancing or the budget next year - ­

that l s , a balance after full provi sion tor accrui ng 

liabi l i t ies tor old-age benef it payments, but excl~sive or 

debt ret irement - - · , it would therefore be necessary t o 

aoomplish a net improvement ot seven hundred million dollars 

l n our budgetary position, as last estimated. In estimating 

revenues, lt is better t o underestimate than to overestimate. 

We should not count on an increase in revenues next year 
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from the existing tax structure, nor should we impose 

addit i onal taxation. Instead, we should plan to bring 

next year's expenditures Within this rear'• 1noose. 

Let us stop at this point to consider the revenue 

s1de of the picture. 

The Federal tax systes affects every one in the 

country. We 1n the Treasurr are constantl7 studying the 

tax problem w1th two objectives always before us: Firet, 

that the tax burden shall be distributed as :fairly ae 

pos si ble , and second, that the collection o:t taxes shall 

be as little burdensose to the taxpayer as possi ble. 

It is with theee aims that, by direction ot the 

Pr esident , we have been reviewing the whole tax etruoture 

in the last :tew sontbs and are just now 1n the procese ot 
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estimated at two hundred fifty-three a1111one; and, 1ft 

ad~it1on, the existing highway programs oall tor new 

appropriations totaling more t han tour hundred million dollars 

t or t he next two years. I believe it is now t1ae to return 

to t he average annual level ot highway expenditures that 

- ~ ~ 
existed prior to"the depression. 

Second, there is t he field ot ~ublio works, other than 

highways, on which we are spending five hundred seventy-three 

millions this year. This is a greater sum than the total 

t hat was spent tor this purpose du r ing the entire five-year 

period between 1926 and 19}0, inclusive. Next year, despite 

the tact that available unspent appropriations tor this 

purpose already exceed e1x hundred millions, I believe that 

we can and should move definitely toward a lower level ot 

public works outlays. 
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Third, it will be possible, I hope,to make a rurther 

substantial reduction 1n our outlays tor une.ployment rel i ef 

and the C.C.C. camps. Du.r1ng the present fiscal year, by 

reason or mor e active private business , these expenditur~e 

are already being reduced by some seven hundred eighty 

mill ions below last year's. 

I turn next t o our expenditures on behalf or agriculture. 

The t otal or this year's expenditures , exclusive or publio 

~ighways , tor the r egular activities or the department, the 

soil conservation program, rural electr1tication, resettlement, 

cocmodity loans, and lower interest rat es t or Pederal land 

bank borrowers, exceeds nine hundred million dollars • 

• 
Despi te the magnitude or this sum, you are all aware that 

possible further measures involving large additional 

expendi tures are now being discussed. 
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exoenditures to the min1aum demanded by the Government's 

responsibilities . But it would clearly be d1sastroue to 

many of the needy unemployed, and disruptive to aany sections 

of private industry, if we wer e suddenly to slash Government 

sxpenditurea by much more than the amount I have i ndicated. 

We are definitely in a transition period between 

unbalanced and balanced Federal budgets; but I firmly 

believe that there is just aa much ds..nger to our economy 

as a whole i n moving t oo rapidly in this direction as there 

would be in not moving at all. 

Relatively few persona reali~e the striking fact 

thnt the nat improvement this year in the budgetary posit ion 

of the Federal Government will uount t o more than two 

billion dollars. In other words , t he net deficit thie yea r 

ia estimated at lees than eeven hundred aillion as compared 

with more than twenty-eeven hundred millions last year. 
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to retire public debt now in the hands o~ private investors . 

While this operation by itself w111 not reduce the total 

81Dount of the public debt, it will result 1n adding rough17 

one billion dollars to the supply of funds in the capital 

market. 

Even during the decade of the Twenties, when the 

Treasury was receiving large payments of interest and 

principal on war debts, and from the sale of surplus war 

materials, the maximum reduction made in any 'single year in 

t he public debt held by private i nvestors was one bi llion 

three hundred millions. 

My object this evening baa been to present, ae clearly 

and ae frankly as I know bow, a comprehensive picture of 
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Federal expend1 tures and the budgetar7 outlook . I have tried 

to make plain the underlying economic reasons, as well ae 

the humanitarian ones, for the past def1o1ta; and I have 
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tried to bri ng out clearly the underlying economic 

considerations that now decand a balanced Federal budget . 

J have shown why, in ay opi nion, thie balance ehould be 

sought by a reduction in expendituree, and why a large 

surplus tor debt retirement would be undesirable at thia 

t i me it it must be aohieved by eliminating essential rederal 

responsibilit ies or by inoreaaing the existing tax burden. 

The pri nci pal ai ms ot our budgetary pol icy have been, 

and I hope will oont inue t o be, t o promote a large volume 

and health y character or business activity, a maximum volu.e 

ot eoployment at good wages 1n private i ndustry, fair 

treatment t or our agricultural population, adequate revenuee 

to meet the servioee now demanded ot the Federal Government , 

and t he preservati on ot the eredit ,and currency ot the 

United Statee, on which depend t he eecurity ot Jobe, 

property values, and orderly bueineae relations. 
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Addreu ot the eecreta17 ot the ~eaii\IJ"1, to be 
Del1Tered before the Aoade-r ot Political SCience, 

at the Hotel A1tor, lew York OitrL Wedneadar ETening, 
NoTe•ber 10, 19Jr 

I welco•e the opportunity to d1•ou•• before the •e•ber• 

and guests ot the Aoadem, ot Political Science the subJ•ot 

of Federel spending and ita relation to the balancing of the 

Federal budget. 

Nineteen rears ago to.orrow, we algned the Artiat1ce 

ending the World War. That war was enoraouely coetlr in 

human values, and it was enormoualr costly in material 

values. I n the two rears between the aiddle of 1917 and the 

mi ddle of 1919, the Pederal OoTerneent sustained a net detio1t 

of twentr-t.wo b1111on dollars. 

During the past tour rears, this oountrr has been 

engaged in another war. Thle t1•e our ene., was a great 

econoaio d1aaater. In th1a war, we fought •1th jobe and 
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with dollare to eave taraere troa lo1ing their tar .. : to aav1 

home ownere troa loeing their hoae•: to give not onl7 bread 

but work to the une~lo7ed; to lnoreaee tha eeourit7 ot Job•, 

property values, and business protit1; to bring order out ot 

chaoa in our eoonomio 17etem. 

-· 
Thle war, like that other war, required a aan7- eided 

campaign under intelligent and courageous leadership - - a 

leadership that was superbl7 supplied by President Roosevalt . 

Finall7, thie war, like that other war, required a 

large spending prograa. 'fh1s pr ogram, plus the special 

needs ar1e1ng out ot the great drought and the prepa7ment 

ot the soldiers ' bonus, necessitated net outla7e dur i ng thl 

four years ended June }0, 19}7, ot eoae tourteen billion 

dollars ln ezoe11 ot our receipts. 
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•e del1beratel7 uaed an unbalanoad Pederal budget 

during the past tour 7eara to meet a great eaergeno7. 

That pol10J hae eucceeded. The oeergeno7 that wa taoed 

1n l9JJ no longer ex1ata. 

I aa full7 aware that -n1 ot our probleaa re•.1n 

uneolTed. I aa aware that there atill rema1na a oone1derable 

volume ot unemployment; that the epeoulat1Te markete haTe 

recently been under eevere preeeure ; and that our bue1neee 

indexes have recently ahown a deol1n1ng tendency. I aa 

further aware that some peraona oontend that another graat 

spending prograa 1a dee1rable to ward ott the rial: of 

another bua1ness depreeaion. 

I olaia no prophetic 1na1ght 1nto the future. But, 

etter g1v1ng aer1oua and oareful oona1derat1on to all theae 

and other taotore. I haTe reeohed the t1ra oonT1ct1on that 

the doaeat1o probleae which race ue toda7 are esaent1all7 
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different !roa thoee which faced ue four yeare ago. MaD7 

meaeuree are required tor their eolut1on. One ot theee 

eeaeuree, but only one, 1n the preeent Juncture 11 a 

determined moveaent toward a balanced budget. 

Early in 1933, atter three yeare ot progreee1Ye 

deterioration, our Whole econo.tc aechan1ea waa deaoral1&ed. 

Under these conditione, there was no agenoy oute1de ot the 

Federal Government with the r eeourcee and the courege to 

bring about a bua1neee reY1Yal. 

Today the e1 tuat1on 11 greatly changed. We are now 

nearing the end ot one ot the aoet act1Ye yeare in the 

bullineee b1etory o! th1a country.- On the whole, th1a 

high level o! act1Y1ty baa been ot a healthy character-­

not o! the character that uaually marke an unhealthy boo• 

and precedee a eer1oue depreedon. '!'be preeent e1tuat1on 

1e not characterized by the ex1etence ot huge 1nYentor1ea, 
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h1gb interest ratea, ove~ertended credit poaitiona, or 

great aurpluaea ot housing and capital aquip .. nt. We 

have not resohed the stage ot tull eiiJ)lOTMnt ot our 

~roduc~1ve r eeourcea. On the contrary, troa all theae 

etandpo1nte, conditione are favorable tor a continued 

increase 1n the level of bue1nees activit,-. 

This etande 1n contrast t o the unheal th)' exceeeea 

of 1929, It stands in even sharper contrast to the banking 

oollapee, the bread l inea, the bankruptciea, and the general 

demoralization ot 1933. 

Despite the substantial increase in the public debt 

during t he past tour ,-ears, the credit of the rederal 

Government has reaained abeolutelr uni~ired. lot cnce 

during even the darkeat 4ara ot the depreee1on 41~ the 

Treasurr experience the . eligbteat 4itt1oultT in borrowing 

all the tunde that were required. Jloreover, the retee of 
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interest on our borrow1nge ha•• been lower, for co~ble 

8eourit1ee, thaD at aA7 other tiae in the h1etory of the 

country. 

But the underlring oond1tione t~t aade deliberate 

deficit spending the wleeet kind of pol1cJ during the 

depression no longer exist. Thue, when we borrowed during 

the depreeeion to finance our deficit spending, a large part 

of the tunde wae obtained ~hrough an expaneion of bank credit. 

To t hie extent, our epending did Rot abeorb capital tunde 

that aigbt otherwiee haYe gone into pr i Yate induetry, nor 

did it abeorb br taxation tunde that aight otherwiee haYI 

gone into pr~Yate con~tion. &Yen to the extent that our 

bonde and notee were purchased br non-banking inYeetore, 

the effect • •• largelr to put to work capital tunde that 

would otherwise haYI reaained idle. 
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A different dtuat1on preYa1le toda)'. Our industrial 

recovery during the laet year bae created large new deaande 

tor pr1 Ya te capital. Our coueroial bank• baYe been a sa in 

ut1l i&ing their credit reeourcee for the financing of pr1Yate 

industry. During the present calendar yeer, the insured 

commercial bank• of the country baYe l\lbstantially reduced 

their holdings of Governaent eecurities in order to aeet 

actual and proepectiYe deaande for commercial credit. The 

obliga t i on• that they eold, plus an a•ount equal to the 

eecurlties newly marketed by the Treasury, were purchaeed by 

tnveetore. Any deficit spending under such conditione would 

have to be financed in large part by capital tunde that 

woul d otherw1ee be aYailable f or bue1neee purposee. 

• • • • • • • • • • • • • • 

The bae1c need today h to foeter the application of 

t he dr1Y1ng force of pr1Yate capital to ex1et1ng faYorable 
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oircuaetanoee. We want to eee capital go into the pro4uotiYI 

channels of pr1Yat e induet~. Wa want to eee priYate 

busi ness expand. We belieYe that auoh of the reM1D1n1 

unemployment will dieappear ae priYate capital fundi are 

increasi ngly e8plo:red in pr o4uoti•e·enterprieee. We 

one of the 110et i11portant we:re of ach1n1.q 

these ende at th1e t ime ia to continue progress toward a 

balance of the Federal budget. 

I turn now to the immediate practical aspecte ot 

budget balancing f or the coa1ng t1ecal :rear. What are 

the controlling f1gureet 

Our total reca1pt e for th11 year were eet1 .. ted 1n the 

President ' s budget euamat1on o f October 19 at about eiz 

bi lli on a1x hundred f1tt:r a1llione, and our total net 

expenditure• at about ee•en b1111on three hundred fort:r-e1z 

mi llions, leaYing an eet1aated net def1o1t of rougbl:r ee•e• 

hundred mlllione. 
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To attala an ordlnarr balanolng ot the budget next year -­

that ls, a balance atter full pro•1e1on tor acorulag 

11ab1ilt1es tor old- age benetit .payaente, but e~oluei•e ot 

debt retireaent --, it would theretore be neoeesarr to 

aooomplish a net iapro•eaent ot seven hundred aillion dollare 

l n our budgetarr poeition, as last estiaated. In estiaating 

revenuee, it is better to underestlaate than to o•ereetiaate. 

We should not count on an inoreaee in revenuee next year 

f rom the existing tax etruoture. lor ehould we iapoee 

additional taxation. Inetead, we ehould plan to bring 

next year' & expenditure• within th1e year ' • inooae. 

But where oan cute totaling eeven hnndred a1ll1one 

be made' Atter oaretul study ot the whole problea, I 

have ooae to the tollowing oonolueiones On the one hand, 

while e•erythlng poeeible ie being and wlll be done to keep 

a tlgbt rein on the r egular operating expeneee ot the Federal 

Oovernaent, 1nolu41ng the national detenee and intereet oa 
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the public debt, I do not belieYe that we can t1nd large 

savings in thlll t1eld. FUrther, our expenditures under the 

social securitJ Act will inc~aee next Jtar. 

On the other hand, b7 t ocusing attention on the eeYeral 

olaeaea or expendi tur es that haYa been mainl1 responsible 

t or our past da!icite -- publi c higbwaJe, public worke, 

une~loyment relief, and agriculture --, it ia apparent that 

great eaY1nga can be aade. 

Let me giYe you an idea or the poaaibilitiea !or 

aavlnga in these !ielde. 

First, take the i tea o! hlgbway expend! tures. Prior 

to the depreeaion, the Pederal grants to the Statee ! or 

PUblic highway conetruction regularly ran under one hund.red 

mill i on dol l ar• annuallJ. !his year the total re~eral outlaJ• 

t or hlglllraye, 1nolue1n ot e•rgenc7 expend1turee, 81'8 

eatiaated at two hundred !i!t7-tbree aillione: and, in 

addition, the exi eting hi gh• 81 prograae call t or new 
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s~oropristiona totaling more than t our hundred million dollare 

ror the next two reare. I belieYe it ie now tiae to return 

t o t he average annual leYel ot highwa:r expendi turee that 

existed prior to the depression, especially beoau~e during the 

past rew years many other mill i ons ot dollars have been spent 

ror highways out of relief approoriatione. 

Second, there is t he f ield ot oublio works, other than 

htghways, on whioh we ere spending five hundred seventy-three 

~lllions t hle year. this 1s a greater eum than the total 

ths t wa s spent r or this ou~oee during the entire five-rear 

per i od between 1926 and 1930, inclusive. Next year, despite 

the raot t ha t available unepent a~propriations t or thie 

purpose already exceed eix hundred m!llione, I belieYe that 

we can and shoul d move definitely toward a lower leYel ot 

publ i c works outt-re. 

Third, I hope that e11Pl07Mnt oondi tione will aake 

possi ble a f urther eubatantial reduot1on in our outla71 f or 
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unemolorment reliet and the C, O,O, ca~a. During the present 

fiscal yea r , by reason or more active private bue1nees, theae 

expenditure• ere alresdy bein~ reduced by acme seven hundred 

ei £hty millions below last yesr•~. 
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I turn next t o our eJ:Pend1turea on behalt ot agriculture. 

!be t otal ot this yesr 1 s expenditures, exclusive ot public 

~ighwaya, tor the regular activiti es ot the department, the 

~oil oonAervet1on 9r ogram, rural electr1t1cat1on, rese t tlement, 

commodi ty loans, and lower intereftt ratee tor Federal land 

bank borrowers, exceeds nine hundred mi lli on dollars . 

Desnlte the magnitude ot this sua, you are all aware that 

nosAible further ~easuree involving large addit i onal 

expenditures are now being discussed, 

I am etrongly in tavor ot a long-ran~e program to 

~lntain the independence and the purchasing power ot the 

farmer, SUch a prograa must take into oonaideration the 

t s raer•e o~o~rtun1t1e ~ 1n the tore1gn markets 86 well ae 
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endure which make~ exce ssive demand• upon the Federal Treaeur.r, 

or la unfair to conaumera. The f armer hiaself does not want 

subsidlea, but rather such falr pri oea and auoh balanced 

production of crops es will make eubeidiea unnecessar.r f or 

~ie de~ent economic stet us. 

ealancing the bu~et is in the interest of our 

ae:r1oultural a s well. as o f other parte o f our population; 

anO 1t r equires the cooperation o f the f armer as well as 

other sections o f t he publi c. 

Only w1th the solid supcort of the public can we hope 

to schieve economi es totaling seven hunOred n1111one in 

the t our fields that I have o1ted. 

. . . . . . . . ' . . . . 
There may be some pereons who would counsel a more 

drastic reduction of e~end1turea or a prograa of tar 
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Obvi nuely, however, one re,ohea a point in reduoinc 

oover nment exnenditurea at which no turther reduction• oan 

be made, unlea~ it ia decided co•~letely t o abandon many 

gover nmPntal a ctivities-- in other worda, unless it 1a de­

cided to make draAt 1c changes in nat1nnal policy. ror 

exe~le, 1t would mean consideration o f auoh th1ng1 aa weaken­

In~ our nattonel defense, slowing up or abandoning flood 

o~ntrol , soil erosi on prevention, and ~ecurity for the aged ~ 

end unemoloyed. SPch a course, I believe, would not have 

the apor oval of either t he American people or t heir elected 

representatives in Congreaa. 
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heavier taxation in order to make oerta1n a more aubetant1al 

reduction in the publio debt in the next t1ecal year. There 

are serious objections to either or theee coursee. 

I have already indicated that I believe it undesirable 

to lncresee taxation. There are equ~tly compelling reaaone 

why we should not reduce expendi tures too suddenly and too 

drast1cally. I etrongly favor a v1goroua program t or the 

pro~reeelve r eduction ot Federal expenditures to the minimum 

demAnded by the Government ' s r eaponAibi l itiee. (INSERT) 

Uoreover , 1t would clearly be disastrous to many or the 

needy unemoloyed, and d\eruptive to many eectione or private 

i ndustry, it we were to out Government expenditures in the 
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coming fi scal year by much more than t he amount I have indicated. 

We are definitely 1n a trane1t 1on period between 

unbalanced and balanced Federal budgete; but I tlraly 

believe that there ia just a s much danger to our econo_, 
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AS a whole in •o•ing t oo rapidl7 in thie direction a e there 

would be in not moY1ng at all. 

RelatiYely few pereo~e realize the etr1k1ng faot 

l OS 

that the net improvement thie year in the budgetary position 

or the Federal Government as estimated will amount to more than 

two billi on dollars. In other words, the net deficit th1e year 

ls e~t1mated at leoe than seven hundred million as compared 

with more than twent7- eeven hundred ~111on8 l ast 7ear. 

This net tmpr oveme nt or more t han two billi on dollar• 

1n a single year provides the beet answer t o those who, in 

most cesee ignorant o! the true raote, have publicly despaired 

or our abilit7 to balance the rederal budget. 

UUch of this year's anticipated budgetary improYement 

comes·rrom increased revenue, but we a re supplementing t hi e 

by also seeking reductione in e~enditures. 
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In addition to these oonsiderationa, I should 11ke 

'C(I point out that , as a result of the SOcial Security Act 

end relat~d State laws, it i s eeti•ated that the Federal 

Government next year will receive more than one bill i on 

dollars net f or investment in Government aecuritiea for 

107 

~he UneiDJ)loyiiMint '!'rust Fund and the Old..Age Reeerve Account. 

Although this i nvestment wil l not change the total amount of 

the public debt, i t will with a balanced budget result in the 

transfer to these reserve accounts ot more than a billion 

doll ars of Government obligations now held by private invsetore. 

Even during the decade of the 'lwsntiee, when the 

Tr easury wss receiving large nayMente of interest and 

principal on war debta, and from the eale of surplus war 

materials, the maximum reduction made in eny single year in 

the public debt held by private inveetore was one billion 

three hundred silli ona. ~· rate at which it ia safe t o 
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reduce t he public debt 1n private h&Dde depend• upon the 

rate at which private tunde t low into investment channele. 

I t is uneate to go too t eet. 

Although we are not oonteaolating any increase 

1n the t ot al tax burden, the character ot our tax structure 

1a being given earnest consideration. 

The federal tax system atteot e everyone in the 

country. 'Re i n the Treasury 1n studyi ng tax problems have 

two objeot1vee always bef ore us: f irst, that the tax burden 

shall be di etr1buted as tai rly as ~oee1ble , and second, that 

the oo\l eotion ot taxes shall be a s l ittle burdenaome to the 

t axpayer aa possible. 

It 1~ with these alms that, by d1reotlon ot the 

Presi dent, we have been revlewlng the whole tax structure 

1n t he l est t aw months and are Just now 1n the process ot 

pr esenting t o a committee of Oongrese the 1ntoraat1on we 
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nave oollecte~ . The etudJ hae not been directed toward 

ratatng addtt1onal r evenue . Instead, we have sought 

to determine whether there are 1nequal1t1ea and 1nJuat1oe• 

1n the dtatribut1on or the tax burden and whether there are 

so~ tpxee whose coat or collection and whose burdensome erreot 

out weigh the revenue ga1n. In adMt.ibn; ,. tsc"'!..tnt to - ---
s1~11fY oolleot1on and make the taxpayer's record- keeping 

leas d1tt1oul t . 

We realize that our tax lswa are t oo complicated; we 

,ant to make them leea eo. We real1£e thAt there are 

1neq~itiee ; we want to el1ainate a a men7 of thea aa we can. 

In making tb1e etudJ, we have 1nv1ted the aes1at~oe 

and the adv1oe or groups or taxpayer• and of individual•• 

~e want to hear the taxpayer's aide or the ~tory . We want 

all the raots we can get and we have obtained both facta 

and op1n1onl. 

Regraded Unclassified



- 19 -

~~r tax revenues come largely f rom 1ndlv1dual ear nings 

and busi ness r rot1ta . We do not wteb to i mpose levi es 

w~1oh tend to dry up tb~ sources or tax revenue. Tbe laws 

~bould be so written and administered that tbe taxpayer can 

~~ntlnue to make a reasonable profit w1tb a minimum or 

l~~~rrerer.ce from b1s own Federal Gov·~~~nt; orovided that 

t t • t axpayer coooera tes wlth hta Government in carrying out 

the purpose and the spirit or the tax laws . or course, tax 

policy cannot properly be determined f rom excepti onal caaee. 

oe must look at tbe whole pio~~re . We base our decisions on 

L O 

extensi ve information and upon analysis or &~tual tax recorda. 

The amount or our income-tax revenue is only about 

hal t our total internal revenue. Less than three milli on 

people out or our total population pay income taxes. We 

would be applying the principle or capacity to pay more 

Jus tly it we "ere to reduce the number or consumer t.xea 

and at the same time t o increase the number of income tax 

Regraded Unclassified



- 20 -

peyere. Taxpayera who are aquarely confronted with their 

own tax burdene are bound to be keenly alive to the way 

the ~oney le being ~Pent by their Govern .. nt. 

The bud.get now nearing completion ia predicated on a 

defini te estimate of receipts, baaed on the exist ing tax 

atruo t ure. It ie a oardinal . point of our policy that tha 

tax ayateo, as revised, ~at not yield a aaaller return tor 

19)9 than the present system would yield. 

\fe want to adJuat inequali t1ea and remedy de tecta in 

the tax laws. In do1r:g thle, we have sought the help of 

~~e t axpayer and have given him a eyrpe thetic hearing. It 

we f ind that the operation of any particular tax is unfair, 

we stand reedy to eay eo publicly. 

. . . ... . . . . . . . . 
Ky obJect thie evening has been to pre:>'!nt , aa clee.rl)' 

and as frankly aa I know how, a comprehenaive pictur e of 
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raderal •llll•ll41turee and the budptarJ ouUook. I haY'I tr1e4 

to make plain the underlJ1DI eoonoa1c reaeone, •• well •• 

the human1ter1an onee, tor the paet det1o1te; and I have 

tried to bring out olearlJ the oone1derat1one that now 

!emand turthtr dtt1n1te etepe toward a belanoed Federal 

budget. I have shown wbJ, 1n WI op1n1on, tb1a balance 

should be aougbt b7 a reduction 1n expend1turea without an 

1ncreaae 1n the total ot the tax burden. 

The pri ncipal aims ot our budgetarJ pol1oJ have been, 

end I hope will continue to be, to pr o.ote a b1gb level 

and healthT character ot bue1neu aot1vitJ, a u .x1- velUM 

ot e~~ploJment at good wagee 1n priYate 1n4uatrJ, a reasonable 

return to capital and enterpr1ae, fair treat .. nt tor our 

agricultural population, and adequate revenuea to .. et the 

services now de..nded of the Federal Clcn'eJ"RMnt. 
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The attatn.ent ot thee• ende de•n4• the cooperation 

of priva te bu IIi ness. 'fhle Adll1n1etrat1on 1B going to do 

ever ything possible to pro.ote the continuation ot busineee 

recovery and to balance the budget b7 reducfnp: expenditure•. 

But, i n any event, this Adll.1n1atrat1on wUl let no one 

starve. 'fe are confident that, with the tull cooperation 

of t he business world, our present d1tt1oult1es will be 

speedily overcome; and that the alae that I have set torth 

above, whloh are proper11 those ot private business no lese 

than those ot the Rational Government, will be a~eved. 
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!he attainment ot the .. enda reate aa .uoh on pr1Y&te 

1n1t1at1Ye and on the oooperat1on ot pr1Yate enterpr1ae aa 

1t does upon any ettorta whioh the Oo•ern.ant oan put .torth. 

This Administration i s going to do eYerything poaa1bla to 

promote a oont1nuat1on or reooYery and to balanoe the budget 

through cutting expenditures. HoweYer, buaineaa haa to do 

ita ahara. Should business tall to do ita share or should 

the oo~bined ettorta ot Oo•ernment and bua1neaa not attain 

the tull ettect that we hope tor, th1a Ada1n1atration 1a 

not golng t o l et the needy starve. 

But we are oont1dent that, with the tull cooperation 

of t he business world, our present d1f t 1oult1ea will be 

speedily overcome. 
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A~dress of the Secretary or t he Treasur y, to be 
Os1ivered before the Ac~demy of Political Science, 

at the Hot el Astor, New York City, "ednesday Evening 
november 10, 1937 

I welcooe the oooortuni tv to d18c•tt!t! be tore t he members 

nnd guPats of the Academy of Pol1t1oal Science the subject 

of PRderal snend1ng and ita relation to the bal ancing ot t he 

Pederal budget . 
-:o--~ ---:11neteen years ago tomorrow, we signed the Ar1011stice 

~nding the World War, That war wRe enormously costly in 

humnn values , and it "ae enormousl y costly 1n material 

values . I n the t wo years between the middle of 1917 and 

the otddle ot 191q, thP Pederal Government sustained a ne t 

~~f1c1t or tw~nty-two billion dollars. 

During t he past tour years , t his country has been 

~ng~ged in another war. This time our enemy was a great 

•cQnoolc di saster. In this war , we fought with jobs and 
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wtth dollars to eave farmers !rom losing their !arms; to 

rave ho~:~e owner s !roa l osing their homes; to give not only 

bread but work to the unemployed ; to increase the security 

or Jobs , property values , and business profits; to bring 

o"~er out of chaos i n our economic system. 

'f'lis war, l1ke t hat other war, required a many- sided 

camuai~ under intelligent and courageous leadershi p -- a 

l~•~ershto that was magn1!1cently sunolied by Pr esident 

Ftnally, t hi s war, ltke that other war , required a 

~rzP s~ending progr am. This ~rograa , nlus t he sneci~l 

n~~ds artslng out of the great drought and the prepayment 

or the soldters' bonus, neoesa t tat ed net outlays during t he 

tour veare ended June 30, 1937, ot some fourteen billion 

~ollars i n excess of our r eceipts. 
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We deliberately used an unbalanced Federal budget 

~ur1ng the oast four years to meet a great emergency. 

Thnt nol\cy has succeeded. The emergency that we faced 

\n 19) ) no longer exists. 

117 

I A!ll t ully ~>ware that man:r of our problems rel!lain 

unsol ved, I am aware that t~ere st111 recalns a considerable 

volume of unemoloyment; t hat the speoulative markets have 

rPcentlv been under severe pressure; and that our business 

i ndexes have recently shown a decl ining tendency. I am 

furt her a war e t hat some persons contend t hat another great 

soending program is dP&irable to ~ard ott t he ri sk or 

another business depression. 

I claim no oronhet1c ins i ght into the future. But, 

Af ter giv1ng serious and careful consideration to all t hese 

nnd ot~er factors, I have reached the firm conT1ct1on that 

th~ domestic problema which face us today nre essentially 
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different f rom those which !need u s four years ago. Uany 

m~as~es are required tor their solution. One or t hese 

measures, but onlff one, in the present Juncture i s a 

dA termined movement toward a balanced budget. 

Early in 1q33 , after three years or progressive 

deterioration , our ~ole economic mechanism was demoralized. 

Under these conditions , t here was no agency outsi de or tbe 

F~deral Government with the resources and the cour age to 

bring about a business revival. 

Today the situation is greatly changed. We are now 

n~aring the end or one or the cost active years in t he 

business ~1etory or t hi s country. On the whole , this 

~lgh 1evel of activity has been o! a healthy charac t er 

not or the character that ustmlly marks an unhealt hY boom 

and precedes a serious depressi on. The present situation 

ta not characterized by the eXistence of huge inventoriee , 
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~igh intere st rates, over-extended credit posi tions, or 

great surol use s of housing and canital equ1ument . We 

~~ve not r eAched the stage of f ull Slll')lo:nnent of our 

~roduct1ve resources . On t he contrar~ , from all these 

standoo~nt s , oondtt1ons are favorable for a conti nued 

1ncrease 1~ the level of business activity. 

T~is stands tn contrast to the ~n~ealthy excesses 

of 1929. I t stands in even sharoer contrast to t he banking 

collanse, the bread l ines, the bankruntoies, and the gener al 

demorali zation of 1933 · 

Oesnite t he aubata.nt1al increase in t he public debt 

during the past four years , t he credi t of the Federal 

Governl'lent has remained absolutely unimna1red. Not once 

during even t ho dar~est days or the depress i on d i d the 

Treasury e~er1enoe t he sli ghtest difficulty in borrowing 

n1 1 thP. funds that were required. loreover, t he rates of 
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lnterest on our borrowings have been lower, ror coonarable 

~pourlties , thnn at an7 other tiroe in the history or the 

country. 

su~ thP underlying conditions that mRde deliber~te 

~ef1clt snending the wisest klnd or nolicy during the 

~e~ression have been altered during t he progress of recovery. 

~~ue , when we borrowed during t he deoression to f inance our 

~Pfic1t sn endlng , a large nnrt of the run~s was obtained 

thro~gh ~n exnnnsion of bank credit. To this extent , our 

~~Dn~ !ng did not absorb canital funds thnt might otherwise 

h• VP gone i nto nrivate industry, nor did it absorb by 

t•xe tion fund s ~hat m1gbt otherwise have gone into private 

consu~t\on . Even to the extent that our bonds and notes 

~Pre nurchasPd bv non-bankin~ investors , the effect was 

1nr gely to nut t o wor~ canital funds that would otherwise 

h ve rena1ned idle. 
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our indus t r ial recoyery ot the last year, howeYer, 

has created large new demands tor private oanital . Our 

commerci a\ banks have been agatn utilizing their credit 

resources tor the financing ot nr1vate industry. During 

the !"res ent calendar year, the insured oommeroial banks ot 
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thP oountry h~ substantially reduced their holdings ot 

Jover nment securi ties in order to meet actual and nrospectiv~ 

demands tor commercial credit . The obligati ons that t hey 

sold, plus an amount eoual t o the seourit1es newly marketed 

by the Treasury, were purchased by investors, Any deficit 

eoend\ng under conditions ot active demand t or private 

ea~ite\ would have to be financed in large part by canital 

f 1mds tha t would otherwise be nva.ilable tor business 

nurnoees . 

The basic need today is to roster the tull 

annlioation ot the driving force ot priYate canital • . 

We want t o see capital go into the productive 

• 
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channels or private industry. We want to see private 

bus1nees expand. We believe that much or the remaining 

une~nloyment wtll disanoear as private oa~ital funds are 

1noreaet ngly emoloved in nroductive enternr1ses. We 

~·l1PVP that one or t he moat 1c~rtant ways or achieving 

thP•e ends at this time 1s to continue p~ogress toward a 

~Al~nce or the Federal budget. 

. . . . . . . . . . 
I turn now to the immediat e nrnotioal a spects of 

bu~get balancing for the coming fi eoal year. What are 

tht control l 1n£ f i gures? 
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Our total reoeints for this year were estimated in the 

Pres1~ent•s budget sum~at1on or October 19 at about s1x 

btl 1 ton s1x hundred f1 ftY m1111ons , and ou.r total net 

P~end\turee at about seven billion three hundred torty-e1x 

~tlltons , leaving en estimated net deficit of about seven 

~undred millions. 
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To at t ain Rn ordinary balancing or t he budget next 

~e~ -- that i s , a balance atter t ull nrovision tor accruing 

1 \abtUt \es for old- age benetit payments , but exclusive ot 

d•bt r•t\r~ment --, it would therefore be necessary to 

~ocomnlieh a net i mprovement ot seven hundred million 

dollars in our budgetary nosition, a s last esti mated. To 

bl' nr udpnt , we sho11ld not count on 10 n increase i n revenues 

n~xt year rrom the existing t ax str ucture. Nor should we 

\mnose additional taxation . Inete~d , we should plan t o 

brin~ n•xt year ' s exoenditures within t~is year ' s inoo~e . 

But w~ere can outs totaling seven hundred millions 

be n~de? Atter oaretul study ot t he whole nroblem, I h~ve 

come to the following oonclusions: On the one hand , while 

everyt hing nossible ie being and will be done to keep a 

tight r ein on the r egular onerating exnenses ot the Federal 
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~overnment, i ncl uding the nat ional defense and interest 

on thP nubl1c debt , I do not believe that we can find 

h rg" saVings 1n t his t1eld . Further, our exnendi tures 

unrler t he Soo1al Seour1 ty Act will inoreo.~e next year. 

124 

Cn the oth~r hand, by focusing attention on the several 

cl~~s~s of exn6 nd1tures t hat have been mainly responsible 

!or O'Jr n&st deficits -- nublic high•aye, public works, 

une~loyment relief, and agriculture -- , it 1e sooarent 

that grpst savings oan be made. 

Let me give you an i dea or the noeeibilit1ee for 

s~v1nge 1n these f1~lde . 

F1ret , t ake t he item of highway Pxnend1tures . Prior 

to thP deoresston, the Feder al grants to the States for 

nubl1c h1gh-av construction regularly ran under one hundred 

~tll1on dollars annually. Th is year t he t ot al Feder al 

outlays for highways , inclusive of emP.rgency exnendttures, 
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pre estimAted at t wo hundr•d titty-three mill i ons; and, in 

nddttion, the existing hi ghway programs call tor new 

nnnronriatione totaling more thari tour hundred million dollars 

f or t~e ne~t two years. I believe i t is now time to return 

to t~e average annual level or h\ghway exoendituree that 

ex1st~d prior to the depression , esoeoially because during 

t he nas t f P.w years many other millions of dollars have been 

anent for h i ghways out of relief ~pnroor1at1ons. 

SPcond, there is the field of nubl1c works, other than 

~1p.hwsvs , on which we are snending five hundred seventy-three 

- t lllons t his year. T~\e 1e a grenter sum than t~e total 

th~t w~s s~ent tor this n~ose during the entire five-year 

nertod between 1926 and 1930 , tnolue1ve. Next year , despite 

the fnot that available unsncnt annropriatlone tor this 

nurnose alrea~ y e~oeed sl~ hundred millions, I believe t hat 

we oan and should move dPt1n\tely toward a lower level or 

nubl1o worke outlays . 
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.Thi rd, I sincerely hope t hat employment conditions will 

make oossi bl e a f urther substantial reducti on in oar outl ays 

tor unemnl oyment relief and the c.c.c. camps , During the 

~:esent fiscal year , by reason ot more active private 

business, these ~~Pnditures are alrPady bei ng reduced by 

so~- seven hundred and ~ig~ty oi11tons belo• l a st year' s . 

I turn ne~ t o our exnenditures on beh~lt ot agriculture. 

T"'P total. of th1s year ' s expendi t ures , e'xcluslve ot public 

hi ::h••nys , !or -the r egular act1 vi ttes ot the denartment , the 

eo\l conservation urogram, rural electrification , rese t tlement , 

coc~od1ty loans, and l ower interest rates tor Federal land 

b~nY borro,ers , exceeds ni ne hundred m1111on dol l ars . 

Deso1te the magnitude or t h1e sum, you ar e all a ware that 

nossible furt her measures involving l ar ge additi onal 

exnend1tures are now being di scussed. 
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I am sTrongly t n f avor ot a long-range progr am to 

~~\nt~ln the independence and t h e purchAsing power ot the 

farmer . Suoh a urogram mus t t ake int o consi deration the 

r~·mer's onnortun1t1es i n the f oreign markets as well as 

ln t hose a t ho~o; and no agricultural program can long 

127 

~noure which makes excessive demands unon the Fed~ral Treasury, 

~r t e unfair to consumers. The farmer himself does not want 

<uh••d• ee, but rather such !ai r nr1ces and such balRnced 

~roduct1on o• crone as wi ll make subsidies unnecessary tor 

~ls decent economic status . 

Balancing the budget is as much i n tho i nterest of 

rarc~rs as ln the interest of other nsrts of our nopulation ; 

r- nd t• requir~e tho coopprati on ot the farmer as well as or 

ot~er sections ot the publ ic. 

I 
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Only with the solid baclting ot the 'DUblic CM we 

hone to achieve economies totaling seven hundred millions 

n t he tour fields that I have cited. 

. . . . . . . . . . . 
There mAv be some nersons who would counsel a more 

dr~·tic re~uction or exoenditures or a program of tar 

~~·vier tn~atton 1n order to make certain a more substantial 

reduction tn the nublic debt in the next fiscal year. There 

1<re ser1oue objections to either of these courses. 

I hAve alrPady indicated that I believe 1t undesirable 

to 1r.creaee t R.xat1on. There are equally coaroell1ng reasons 

• h:; ·~ should not reduce exnend1 tures too suddenly and too 

dra&ttcnlly. I strongly f avor s vigorous ~rograa tor the 

nrogresstve reduction of Fe~eral Pxoend1tures t~ the m1ntmum 

~-man~ed by the Government' s reeoone1bl\1t1ee. 
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Obviously, however, one reaches a ootnt in reducing 

GovernmP:'lt exnend1tures at which no furt her reductions can 

bt> mnclt , unless t t 1s deot<l11d to orinnle mttny essential 

·ovt>rnnentol ~ottv1t1 es - - in other words, unless it is 

~ •cl d-d to ~e drastic changes in nationAl oolicy. For 

Pxa~le, it would mean consideration or such t hings as 

~eaken1ng our nation~l defense , and slowing up or abandoning 

f1oocl control, soil erosion nrevention, and relief !or the 

nged nnd the unemnloyed. Such a course, I believe , would 

not ~· ve t hll a~oroval of either t he AMerican neonle or 

:~e\r elected ~enresentatives in Congress. 

l'oreover, it would clearl v bf'l d sastrous to manv or 

t~e n•edy unPmnloyed, and d\s~unt1ve to mnnY secti ons or 

nr\vate indust r y, if we were to out Government exoenditures 

\n the comi ng fis cal year bY muoh more than tbe amount I 

h•we indicated . 
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We are dPri nltely ln a transition period between 

unbalanced and balanced Federal budgets; but I firmly 

btll~ve that there is Just as much danger to our economy 

a s A whole in moving too ran1dly in this direc~ion as there 

would be 1n not moving at all. 

1~0 

Relat1 \•ely r e"' oersons real1 ~e the str1t:1ng ract that 

thP ne t imnr ovement t hi s year 1n t he budgetary nosition or 

thP Federal Government as estima t ed wlll amount to more than 

two b1ll1on dol lars. In other words , t he net deficit this 

ye•r 1e estimated a t less than seven hundred millions as 

COQnArPd with ~ore t han two billion seven hundred millions 

l net year. 

This net imnrovement or more than two bill ion dollars 

t n ~ e1ngle year provides the beet anewer to those who, in 

most oases i gnorant of the true f acts , have publicl y 

~~snatred or our ability to balance the Federal budget. 
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True, much or t h1e year' • anttc1nated budgetary 

tmur ovement comes !rom increased r~venue, but we are 

cun~lAmPnting this by also seeking reduct i ons in exPendi tures. 

I n ~ddition to t hese considerations, I should ltke 

to noi nt out t hat, AS a result or the Social Security Act 

And rel at ed State l aws, i t i s e sticAted that the Federal 

Government next year will r eceive more than one billion 

~ollPrs net tor inves tment in Government securities !or the 

Unemnl oyment Trust Fund and the Old-Age Reserve Account. 

Although this investment wi ll not change the total amount or 

thP nublic debt, it will w\ t h a balanced budget result in 

th- t r ansfer t o these reserve accounts or more than a bill ion 

dollnr e of Government obligations now held by nr1vate 

1nvPst ors, 

Even dur~ng the deca~ e or the Twenties , when the 

Tr eRsury was receiving large payments of interest and 
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nr1 noi pAl on •~ ~ebts, and from th• eale of surolus war 

mntertals , the m~Xi~ reduction ma~e in any single year ln 

the nublic debt hel~ by nrivate investors wns one bill i on 

three hundred fift y millions. The rate at whloh 1t is sate 

~o re~uce the public debt in nr1vate hands ~epends unon the 

rnte at wh1ch private f •Jnds n ow tnt o 1nveJb W t ~~Qannels. 

It 1s unsaf e to go too fast. 

Although we are not cont emnlat i ng any increase in thP 

tota t~~ burden, t he chsrAct~r of our ta~ structure is 

~elng gtven earnest cons i deration . 

Th~ F•deral t ax system affpot l everv one in t he 
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country. ~e 1n the Treasur y in studyi ng t~ nroblems hnve 

t~o ob ject i ves always before us : Firs t, that t he ta~ bur~en 

shall be d1s tributed &B f a irly a s possible, and second, that 

the ooll~otion of taxes shall be as little burdensome to 

th~ t exoaver ps possible. 
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lt i s with t hese aims that, by direction of t he 

Presi dent, we hnve been r eviewing the whole tax structure 

tn t he l~st few months and are juet now in the prooees of 

~rrsenting to a committee of Congress t he information we 

~~v~ collected. The study has not been directed toward 

ra stng add i t i onal rPvenue . Instead, we h~ve sought to 

~~:ermine whether there nre ineouali t1PB and \ njuettces in 

"ha ~istribut 1on o~ the t~x b~rden an~ whether there are 

~one t axes ~hose cost of collection and whose bur densome 

Pffact outweigh the rPvenue gain. In ~d~it1on, we want to 

• t-~ltfy collection and m~e t he t~ayer' s recor d-keening 

1 o•s d ifficult. 

~e re~l1ze t hAt our t ax laws are t oo comnlicated; we 

rant to ~ake t hem lees so. We realize t hat there are 

1nPou1t1es ; we want t o eliminate as many of them as we can. 
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In aAk1ng thi s etudr, we hnve invited the aee\stance 

Ane t hP Advice or grou~e or taxonyers and ot individuals. 

We want to hear the taxpayer ' s aide or the story. We want 

All the f pcte we can get and we have obtained both faote 

end ootntone, 

Cur t a x revenues come l ar gely from individual e9rninge 

r nd bus\nese ororit s , We do not wish to 1~nose levies 

~h1ch tend to dry u~ thn sources of tax ~~venue . The lnws 

t~ould be so written and administered that the taxoayer can 

conttnue to make a reasonable ~roftt with a m1nioum of 

tnterferenoe f rom hts own Pederal Government; provided that 

t he ta~ayer coooerates with his Government 1n carryi ng out 

thP nuroose nnd t he spirit of the tax l aws . Of course, 

tex nolioy cannot prooerly be determined from exceptional 

cases . We must look at the whole picture. We base our 

~ec1stone on extensive information and uoon ~slysie of 

~ctual t qx records. 
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The amount or our incoMe- tax r eYenue 1s onlY about 

half our total internal revenue . Lees than three million 

~~onle out or our total ~opulatton PA~ i ndividual Federal 

\nco~~ t axes. We would be apnlvtng the principle or 

135 

cn~~o1t~ t o o~~ more justly 1f we were to reduce t he number 

or consumer taxes and at the same time to increase the number 

or \noooe t PX oa yers . Taxoayere who ar~ squarely confronted 

•lth t he1r own t llX burdf>t:\S 1\re bound to be keenly alive t o 

t he way the mone~ 1s being soent by their Government. 

The budget now nearing comnlet1on is· ored1cated on a 

~ •f\n1 te estimate of receiote, b~sed on the existing tax 

e·ruct ure. It ts a card1nnl ootnt or our ooltcy that the 

t"JC s~stem , as rev!sed, must not yi eld a smaller return tor 

1q;q than the oreeent system would ~1eld. 

IVe want to adjust tneoual1t1es and remedy defects 1n 

· h~ t ax l nwe. In dqt ng this , we hnve sought the help of 
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thP tsxnayer and have given him ~ eymoathet1c he&ring. If 

•c f\nd thnt the oner ation of any particular tax is unfair, 

·•e s tan" rf'adY to say so publicly. 

. . . . . . . . 
"Y object this evening hae been t o present, as clearly 

8nd 88 f r ankly as I know how, a comnrehens1ve picture of 

~edPral expenditures and t he bu~getary outlook. I have t rted 

to mR~~ nla1n the underlying eoonnm1c r~asons, as well as 

t~e hum~n\tar1an onPs , for t~e nnet dettcits; and I have 

· riPd t~ bring out clearly t he considerations that now 

~Pr•n~ fur ther dPf1n\ te steps t oward a balanced Federal 

bu•'get . I hA.ve sho.-n why, in my oninton, this balance 

• 

should be sou;::~t by ~ r eduction in f' xnend1turee without o.n 

Increase tn the total of the t~x bur den. But I have also 

shown thll t there is a 11m1t to reductions and that balancing 

of budgets needs the halo or industry to keeo uo total tax 
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rPOPints unless we are again t o reeort to dPficit financing . 

The nrtnoi pal ai ms of our budgetary nolioy h~ve been , 

snd I hope wtll continue to be, to nromote a hi gh level 

Pnd healt hY ch~scter of business activity , a m~x1mum 

vol'.lme of eal'!)loyment a t sood wages 1n nr \vat e industry, a 

~eneonable return to canital and enter~ri se , fair treatment 

~~r our agricultur al uopula t i on, and adeouate revenues to 

~~Pt the servi~Ps now demanded or thP Federal Gover nment. 

T~~ attai nment o~ these ends rests very gr eatly on 

~rtvote tn l tistive and on t he cooner ation of priva te 

Pn· Prorlse. T'1is i e a necess~Y eunnle:nent t o any efforts 

~~lch thP Government can nut forth . T~1R Ad~inistration 

ls go\ng t o do everything noseible t o nrooote s continuati on 

or rPoovery and t o balance the budget thro~gh cutting 

· •xnend ttures. But I wish to emohael ze t hat in no event 

w\11 this Administration allow anyone to etarve , nor will 
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i t abandon 1ta bro~ purpose to protect the weak, to 

gi ve humnn seourity and to eee~ a w1~er distri buti on ot 

our nnt1on~l income. We are oont1dent that, with t he 

full ooonerat1on of the business ~rld, our present 

d•tttculties ~11 be overcome; and that the aims that 

I h~ve set tort~~ove~ ;h1ch are nronerlv t hose ot 

pr1v~te business as well a s t hose of the National 

Government , will be achieved. 
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Addre88 ot the eecretU'J ot the 'l'reaiiUI'J', to be 
Deli•ered betore the Acadear ot Political SOience, 

et the Hotel Aetor, lew York OitJL WedneedaJ ~ening, 
Roveaber 10, 19Jr 

I welcome the opportunitJ to dieouae betore the member• 

and gueate ot the AoadeGJ ot Politioel Science the eubJeot 

ot Federal spending and ite relation to the balancing ot the 

Federal budget. 

N1neteen years ago tomorrow, we signed the Armistice 

ending the World War. That war was enormously costly in 

human valuee, and it was enormouslY costly 1n material 

values. In the two ·rears between the middle ot 1917 and 

the m1ddle ot 1919, the Federal Go•ernaent euetained a net 

detioit ot t wentr-two billion dollare. 

During the past t our years, thie country baa been 

engaged in another war. Thie time our enear wae a great 

economic dieaster. In thie war, we fought wit~ Jobe and 
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with dollars to eave taraers troa loa1ng their taraa; to 

save home owners troa loaing their hoaea; to give not onl7 

bread but work to tbe uneaplo7ed; to increase the aeour1t7 

of jobs, property values, and buainese profits ; to bring 

order out of ohaoe in our eoonoa1o eyatea. 

Th1s war, like that otber war, required a many-aided 

campaign under intell~gent and courageous leadership -- a 

leadership that was aagnif1oently auppl1ed by President 

Roosevelt. 

Finally, th1e war, like that other war, required a 

large at>end1ng prograa. 'l'h1a pr ograa, plua the apeo1u 

needa ar1e1ng out of the great drougbt and the :prepayMnt 

ot the eoldiere ' bonua, neoeaeitated net outlays 4ur1ng the 

f our years ended June 30, 1937, of aoae fourteen billion 

dollare 1n exoeea of our raoe1pta. 
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Of course, it is easilJ possible to oritiolze ao•e of 

the detailed ueaa of the relief funda. Let ua oonoade that 

there was soma waste. In an7 expen41 tura progra• ot euob 

magnitude th1e ia 1neYitable. But contrasted with the 

hu11111n and uter1al Yaluee at ataka, euoh waste aa .aJ baYa 

occurr ed shrinks to insignificance. 
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lfe del1berate!7 uud an unbalanced Federal budget 

dur ing the past !our yeare to aeet a great eaergency. 

Tbst policy baa succeeded. ne eHrgency that we raced 

1n 1933 no longer ex1ete. 

I am tully aware that many o!·otr probleae reaa11l 

unsolved. I aa aware that there et1ll reaa1ns a considerable 

volume or unemoloyment: that the speculative aarkets have 

r ecently been u.nder severe pressure: and that our business 

indexes have recently shown a declining tendency. I am 

furt her aware that eoae persona contend t hat another graat 

spending program 1a deeirable to ward orr the r1ak or 

another business dsprees1on. 

I ela1a no prophetic 1ns1ght into the future. But, 

after g1v1ng serious and careful cone1dsrat1on to all these 

and other !actors, I have reached the !lra conviction that 

the domestic problema which race us today are sasentlally 
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different from thoee which faced ue tour yeare ago. Kany 

measur es are required tor their aolution. One ot theae 

meaeuree, but only one, in the present Juncture ie a 

determined movement toward a balanced budget. 

Early in 1933, after three yeare ot progreeeive 

deteri oration, our whole .eoonollic aeohaniea was demoralized. 

Under these conditione, there was no agency outeide ot the 

Federal Government with the r esouroee and the cour age to 

bring about a buaineaa revival. 

Today the situation ia greatly changed. 'lfe are now 

nearing the end ot one ot the most active years 1n the 

business history ot this country. On the whole, th1a 

high l evel of activity hae been of a healthy character--­

not ot the character that usually -rke an unhealthy booa 

and preoedee a eerioue depreeelon. The present 11tuat1on 

1e not oharaoterized by the ex11tenow ot huge inventorlea, 
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high interest rates, OYer-extended credit poeitiona, or 

great surpluses of housing and capital equip•ent. We 

have not reached the atage of tull e~lor-ent ot our 

productive resources. On the contrary, from all these 

standpoi nts, conditione are taYorable t or a continued 

Increase in the level of bueiness activity. 

This stands in oontrast t o t he unhealthy excesses 

of 1929. It stands in even sharper contrast t o the banking 

collapse , the bread l inea, the bankruptcies, and the general 

demoralization ot 1933. 

Despite t he substantial increase in the public debt 

during the past t our years, the credit of the rederal 

Government has remained absolutely uni .palred. Mot once 

during even the darkest days ot t he depression did the 

Treasury experience the 1lighteet difficulty in borrowing 

all t he funds that were required. Moreover, the ratea of 
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interest on our borrowinge have been lower, tor comparable 

securities, than at any other tiae in the hietorJ ot the 

country. 

But the underlying condi tiona that made deliberate 

deficit spending the wisest kind or policy during the 

depr ession have been altered during the progress ot recovery. 

Tbue, when we borrowed during the depression to finance our 

deficit spending, a large part of the tunds was obtained 

thr ougb an expansion ot bank credi t . To this extent, our 

spending did not absorb capital tunds that might otherwise 

have gone into private industry, nor did it absorb by 

taxation tunda that might otherwi se have gone into private 

nonaumption. Even t o the extent that our bonds and notes 

were purchased by non- banking i nvestors, the etrect was 

lar gely to put to work capital tunde that would otherwise 

have r emained idle. 
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our industrial recovery of the last rear, however, 

baa created large new deu.nds for private capital, Our 

commercial banks have been again utili~ing their credit 

resources for the financing of private induetry. During 

the pre sent calendar year, the insured oolllllleroial banks of 

the country have eubetantiall7 reduced their holdings o f 
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Government securi ties in order to meet actual and prospective 

demands tor commercial credit, The obligations that they 

sold, plus an amount equal to the securities newly marketed 

by the TreaeUl'f, were purc.haeed b7 investors, Any dstici t 

spending under conditione of active demand for private 

capital would have to be tinanced in large part b7 capital 

funds that would otherwise be available for business 

purpose e. 

The basic need today is to foster the full application 

of the driving f orce of private capital , We want to eee 
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capital go into the productive channels or private induetry. 

~e want to see private business expand. We believe that 

~ch or t he remaining unemployment wil l disa~pear as priv~te 

oAni tal funds are increae1ngly employed in productive 

enter nr i ses. We believe that one or the most i mportant 

~AYB of achieving t hese ends ~t this time is to continue 

nrorress towar d a balance of the Federal budget . 

I turn now to the immediate pr actical aspects of 

budeet balancing f or t he coming fiscal year. What are 

the controlling figures' 

Our total receipts for this year were estimated in the 

Preni dent ' e budget summation of October 19 at about six 

billi on six hundred fifty m1111ons, and our t otal net 

e~end1tures at about seven billion t hree hundred forty- five 

millions, leaving an estimated net deficit or six hundred 

ni nety-rive millions. 

147 

Regraded Unclassified



143 
- 9 -

To a ttain an ordinary balancing ot the budget next 

yenr -- that is, a balance ntter tul l provision for accrui ng 

11abil1ties t or ol d-age benefit payment s , but exclusive ot 

:ebt r etirement - - , it would be necessary to accomplieh a 

net imnr ovement ot about seven hundred million dollars in 

our bud&etary position, as last estimated. To be prudent , 

we should not count on an increase in revenues ne~t year 

from the axisting tax structure. Nor should we i mpose 

~ddltional taxation . I nstead, we should plan to bring next 

:·e• r ' s expenditures within t h is year ' s income. 

But where can outs t ot aling seven hundred millions 

be made? Atter caretul study or t he whole problem, I have 

come t~ t he following conolueionel On the one hand, while 

. 
ever yt hing possible i s being and will be done to keep a 

t i ght rein on the regular operating expeneee ot t he Federal 
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aovernaent, including the national derense and interest 

en the publtc debt, I do not belieTe that we can rind 

large savings in this tiel d. FUrther, our expend! turee 

under the Social Security Act w111 increase next year. 

On the other hand, by rocus1ng attention on the aeTeral 

classes ot expenditures that haTe been mainly responsible 

for our past deticite -- public h1gbwaye, public works, 

unemployment reliet, and agriculture --, it is apparent 

that great saTings can be made. 

Let me g1ve you an idea ot the possibilities tor 

savings in these r1elds. 

First, take the 1 tea ot highway expend! turee. Prior 

to the depression, the Federal grants to the ltates ror 

public highway conetruct1on generally ran under one hundred 

million dollars annually. This year the total Federal 

outlays t or highways, 1nclue1Te ot eaergency expendituree, 
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11re estimated at t wo hundred titty- three m.illions; and, in 

addition, the e~hting h1ghw9.7 programs oall tor new 

a~propriations totaling more than tour hundred milli on dollars 

for the ne~t two years. I beli eve it i s now time to return 

to the average annual level or highway e~endituree that 

e~eted prior to the depression, espeoially because during 

the past tew years many other millions or dollars have been 

spent tor highways out ot relief appropriations. 

Second, there is the tield or public works, other than 

highways , on which we are spending th·e hundred seventy-three 

m1111one t his year. This is a greater sum than the total 

that was spent tor this purpose during the entire tive-year 

period between 1926 and 1930, 1nolus1ve. Ne~t year, despite 

t he fact that there will be available from appropriations 

already made tor thle purpose about six hundred mill i on•, I 

believe that ' we can and eho~ld move definitely toward a l ower 

level ot public works outlays. 
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Third, I sincerely hope that eaploTaant conditione will 

make possible a further eubetantial reduction in our outlaye 

tor uneaploTaent reliat and the c.c.c. oaape. During the 

pr esent fiscal year, by reaeon ot more aotiTe priTate 

business, these expenditures are alraadT baing reduced bJ 

more than eeven hundred and titty a1llione below laet year'•· 

I turn next to our expend1 turee on be halt ot agricul tura. 

The total ot this year's expenditures, exclusive of public 

highways, tor the regular aotiTitiee or the department, the 

so11 coneerTation progra•, rural eleotritioation, reeettle .. nt, 

commodity loans, and lower interest ratae tor Federal land 

bank borrowera, exoeeda nine hundred million dollare. 

Deap1te the magnitude ot th1a iu•, you are all aware that 

poeaible further .. aeura1 involrtng lerga additional 

expenditures are now baing d1soueaed. 
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r am strongly in taYor ot a long- range prograa to 

maintain the independence and the nurohaeing power ot the 

farmer. SUoh a prograa auet take into consideration the 

farmer's opportunitiee in the foreign aarkete ae well ae 

1n tboee at home; and no agricultural program oan long 

endure whioh makes exceeeiYe demands upon the Pederal 

Treasury, or ie unfair to ooneumere. The tarmer h1meelt 

does not want subsidlee, but rather euoh tair prioea and 

such balanced production ot orope ae will make eubeid1ee 

unnecessary tor hie decent economic statue. 

Balancing the bJdgat ie a~ auoh in the intereet ot 

farmers ee in the interest ot other parte ot our 

nopulat1on; and it requires the cooperation ot the taraer 

as well ae ot other eectione or the publio. 
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Only with the aolid backing ot the public can we 

hope to achieve econoatae totaling aeven hundred a1ll1ona 

1n the tour t1elde that I have cited. 

• • • • • • • • • • • • • 

There may be eome persona who would counael a more 

1t3 

drastic reduot1on ot expenditures or a prograa ot tar 

heavier taxation 1n order to sake certain a aore aubetant1al 

reduction in the publ1o .debt in the next tieoal year, There 

are serious objections to either ot these coureee. 

I have already indicated that I believe it undesirable 

to 1noreaee taxation. There are equally compelling reason• 

why we ebould not reduce expenditures too suddenly and too 

drastically, I etrongly tevor a vigoroua prograa tor the 

progressive reduction ot rederal expe~dituree to the 

minisum demanded by the Government's reepone1b1lit1ea. 
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Obviou•lr, however, one reaohe• a point in reducing 

Government eXpenditures at which no further reductions oan 
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be made , unless it is decided t o cripple many essential 

governmental activities -- in other words, unless it 11 

decided to make drastic changee in national policy. ror 

example , i t would aean consideration of such things ae 

weakening our nstional defense, and slowing up or abandoning 

flood control, soil erosion pr evention, end relief tor the 

aged and the unemployed. Such a oourse , I believe, would 

not have the approval of ei ther the Amer ican people or 

their elected repreeentat ivee i n Congreee. 

Moreover, it would clearly be d1~atroue to aanr of 

the needy uneaployed, and dieruptive to many eections of 

private industrr, if we were t o out Governaent expsnditure• 

1n the ooaing fiscal year by .uch aore than the aaount I 

have indicated. 
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We are detin1tel7 in a tranaition peri od between 

unbalanced and balanced Federal budgete; but I firal7 

beUeve tha.t there ie · Just ae muoh danger to our eoono117 
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as a whole in aoYing t oo rapidl7 in thia direction ae there 

would be in not moYing at all. 

RelatiYelJ few persona realize the striking faot that -.-

the net improyement thie 7ear in the budgetar7 position of 

the Federal Government as estimated will amount to more 

than two billion dollara. In other worde, the net deficit 

thie year ie estiaated at leee than seven hundred million• 

aa compared with .ore than two billion seven hundred millions 

last year. 

Thia net improveaent of more than two billion dollar• 

in a single year proYidee the beet answer to those who, 1n 

moat oases 1gnora.nt of the tl'\11 faote, haTe publ1ol7 

despaired of our ab111t7 to balenoe the Federal budget. 
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true, JBUoh or th1e rear' e anticipated budgeter)' 

improvement oomee rroa inoreaeed revenue, but we are 

supplementing this b)' alao seeking reduotiona in expenditure•, 

In addition to these oonaideratione, I ahould like 

to point out that, a a a r e sul t or the Social securi tr .lot 

and related State lawe, it is eetiaated that the Federal 

Government next year will receive more than one bi~lion 

dollars net for investment in Government securities for the 

Unemployaent Trust Fund and the Ol~Age Reserve Account, 

Although thi s investment will not change the total a.aount 

of the public debt, it will with a balanced budget result 

ln the transfer to these reserve aooount1 of aore than a 

b1lllon dollars of Governa•nt obllgationa no• held b)' 

orivate investors, 

Even during the decade of the Twenties, when the 

Treaaurr wee receiving large payaenta of interest and 
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principal on war debte, and troa the ea1e ot aurplue war 

materiale, the .. x1.ua reduction .. de in an7 eingle 71ar in 

the public debt held bJ priYate inYeetore wae about one 

bi ll ion three hundred a11lione, The rate at which it ie 

15? 

sate to reduce the public debt in priYate hande depends upon 

the rate at whloh nriYate tunde flow into inYeetaent ohannele, 

I t ie unsafe to go too taet, 

• • • • • • • • • • • • 

Although we are not oonte~1ating &DJ increase in the 

total tax burden, the oharecter ot our tax etruoture 11 

being giYen earnest ooneideration, 

The Federal tax e7atea atteote eYerJ one in the oountrJ, 

We in the Treaeurr in atu4Jing tax probleae heYe two 

objectiYea alw&Je before ue: Firat, thet the tax burden 

shall be dietributed aa tairlJ ae poee1ble, and eecond, that 

t he col1eot1on ot taxes ehal1 be aa little burdeneo .. to 

the taxpa7er ae poesible, 
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It ie with these ai•e that, bT direction ot the 

President, we heve been reviewing the whole tax structure 

in the laet rew months and are just now 1n the process ot 

presenting t o a committee or Congress the 1ntor .. tion we 

have collected. !he etu4T hae not been directed toward 

raising additional revenue. Instead, we heve sought to 

determine whether there are inequalities and injustices 1n 

the distribution or the tax burden and whether there are 

ftome taxes whose cost or coll ection and whose burdeneo .. 

effect outweigh the revenue gain. In addl tlon, we want to 

ei~litT collection and .. te the taxpaTer'e recor4-keeping 

leu dlttioul t. 

We realize that our tax lawe are too co8plicate4: we 

want to make the• lese eo. we realize that there are 

i nequities: we want to el i8lnate ae .. DT ot the• ae we can. 
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In aaklng thla atudT, •• haTe 1nT1ted the aaelatanoe 

end the advioe ot groupe ot taxpa7ere and ot indiT1duala. 

we •Ant to hear the taxpa7er 1a elde ot the atorJ, We want 

all the taota we can get and we have obtained both tact• 

and opinions. 
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Our tax revenues ooae largel7 troa 1nd1•1du.al earninge 

and bueineee protite. We do not wl eh to lmpoee levlee whloh 

t end t o dr7 up the eourcea ot tax revenue. The lawa ehould 

be eo •rltten and ada1n1atered that the taxparer oan oontlnue 

to make a reasonable prot1t wltb a a1n.111Ua ot lnterterenoe 

t'r oa h1a own Federal Governaent; provided that the taxparer 

cooperates with b1a Governaent in oarr,ing out t he purpoae 

and the ap1r1t ot t he tax lawa. Ot oourae, tax pol107 oannot 

properl7 be detera1ned tro• exceptional oaaea. We auat look 

a t the whole p1o1ure. We baee our deoielone on extene1Te 

1nt'oraat1on and upon anal71la ot aotual tax reoordlo 
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The amount or our income-tax reYenue is only about 

halt our total internal revenue. Less than three aillion 

0eoole out or our total population pay ind1Yidual Federel 

i ncome taxes. We would be applying the principle or 

1 "'J _ t, 

capacity to pay more Justly it we were to reduce the number 

ot oonsumer taxes an.1 at the same tiae to increase the nuaber 

ot inco me tax pa,yers. Taxpayers who are squarely oonrronted 

with their own tax burdene are bound to be keenly alivs to 

t he way the money ie being spent by their Government. 

The budget now nearing coapletion is predicated on a 

definite estimate or receipts, baaed on the existing tax 

structure. It ie a ca rdinal ooint or our policy that the 

t ax system, as revised, must not yield a smaller return tor 

1939 than ths pruent 171tea would 7ield. 

We want to adJuet inequa11tiee end remedY detect• in 

the tax lawe. In doing this, we have eougbt the help or 
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the taxpayer and have given hl• a ay~thetio hearing. It 

we rtnd that the operation ot anT particular tax ia unfair, 

we stand read1 to say eo publicly. 

• • • • • • • • • • • • 

K1 object this evening baa been to present, aa olaarly 

and a~ frankly aa I know how, a comprehensiva pioture ot 

Federal expenditures and the budgetary outlook. I hava 

tried to make plain the underlying eoonoalo reaeona, as 

well as the hu .. nitarian ones, tor the past detioi ta: and 

I have tried to bring out clearly the considerations that 

now demand turther definite steps toward a balanced Pederal 

budget. I have ehown why, in ~ opinion, th1a balance 

•hould be eougbt by a reduction in expenditure• without an 

1norease in the total or the tax burden. But I hava alao 

shown that there ia a lia1t to reduction•: and that 

balancing ot budgets needa the help or induatry to keep up 
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total tax receipts unless we are again to resort to detioit 

t 1nanc1ng. 

'l'he principal a1aa ot our budgatal')' pol1cr han been, 

and I hope will oontinue to be, to proaote a high leYel 

and healtb7 oharaoter ot buainess aotiYitr, a aax1.ua 

Yolume ot emploraent at good wagea 1n priYate 1nduatl')', a 

reasonable return to oapltal and enterpriae, talr treataent 

t or our agricultural population, and adequats rennues to 

meet the aerY1oee now del88.nc!.ed ot the Federal GoverDMnt. 

The a tta1naent ot these ends reate Yerr greatlr on 

pr!Yate 1n1t1atiYe and on the cooperation ot pr1Yate 

enterprise. '1'h1s 11 a necessary supplaaant to anr attorta 

• blob the Governaent can put torth. '1'h1e Admlniatration 

la going to do eYer,tbing poaalble to proaote a oont1nuat1on 

ot recoverr and t o balance the budget through outt1nc 

expenditure•• But I wieb to eaphae1&1 that in no aYent 
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wlll t b1e Adaln1etration allow anrone to etarYe, nor will 

1t abandon 1te broad purpose to protect the weak, to give 

bu~en aeour1t1 and to eeek a wider d1etribution or our 

national 1noome. We are conrident that, with the tull 

cooperation or the bueineea world, our present d1rr1oultiee 

will be overooae; and that th.e alae that I have eet rorth 

above, which are properlr those or private buelneee a• well 

a s tboae or the National Government, will be achieved. 
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llr. Cha1nu.n, Senator B7rd, llembera and gueata o~ 

the Aoade1Q7: 

You have asked me to speak to ,-ou tonight about 

the •Expenditure• o~ the Federal Government.• I note 

that ,-our disoussiona thia morning included an addreea 

on the budget ot the United Statea during the past ten 

yeara . This arternoon you considered whether our present 

income rill meet our present expenditurea . I suspect 

,-our conclusion _., that 11' currant income is leas than 

current outgo, we must either spend leas or tax more. 

Perhaps you think we lhould do both. 

In &IQ' oona1derat1on ~ the expenditure• ~ the 

Federal Government, the moat important oonoern to me •• 
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seoret&l')' or the Treaa11r7 haa to do with the uaount to 

be apent over the coming period ot at l east t wo or three 

year e . Estimat es are now being prepared tor the expendi­

tures ot the f1aoal year 1939, ending JUne 30th of that 

year. 'llhat is the trend going to be, both aa respects 

the total ot our expenditures and ita relationahlp to 

tax receipts! That ia ot great interest to me, and I 

am aura it 1a ot great interest to y-ou. 

During the last tour tisoal y-ears, the Federal 

Government has spent over thirt;r- one billion dollars . Ita 

total revenue during t h e same tour ;reare, der1nd tor the 

moat part tram taxes, haa been sateen billion dollars. 

The budget detioit t or tour ;rears or operation reached 

a total ot tlttean billion dollars on June lat ot thia 

year - - tour months ago. The current thoal y-ear wUl 
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add another halt billion to that total. It wUl 1ncrea .. 

the 'total still more 1t the Congre .. adda other appro­

priations and other exp enses to those al read7 authorized. 

In every suooeaaive year !rom 192? to 19:57, with 

one single exception, the expenditures or the Federal 

Government have increased over those of the preceding 

year. (For the purpose of this statement the bonus pre­

payments of last year and thie are excluded from the 

figures , aa 1a debt retirement. ) 

Let ua hastily run through the totale : 

1927 2 billion 8 

1928 2 billion 9 

1929 I billion 1 

19:50 :5 billion :5 

1931 :5 billion 6 

19:52 4 billion 7 

1933 4 billion 6 

19:54 - 6 billion 7 

16S 
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1935 

1936 

1937 

-. -
6 blll1on 8 

6 billion 8 

7 billion 4 

An editorial writer in the Evening Sun a t Baltimore haa 

formulated what he oalla the Smoot Law of Governmen~ 

Coate, Which ia to the effect that ragardleaa of the 

Party which may happen to be in power, the coat of govern-

ment always rises. The history of the last decade, at 

least, would aeem to bear t h1a out . 

It 1.s frequently aaid that the way to reduce ex-

pend1tures ia to reduce them. You know aa well aa I do 

~c--. 

. o. 

that it is easier aaid than done . I auapect your d1aouaa1on 

t h1a afternoon of Veated Interests 1n Govel'nlllllnt Spendin8 

b.r ought out illportant angles of that situation. Bach aec-

t1on and each group - - I almoat aaid eaoh individual --

wants total costa reduced, but not the ooata ot thinga ot 
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local interest . A buaineas leader or the Southwest 

recently spoke 1n bitter condemnat i on or the Government 

public buildings program only to conclude with a guilty 

grin and the conteuion that he had joined the week 

before 1n a local Chamber or Commerce petition to Waah-

ington for the erection of a Federal building in hie own 

city. Where ia there a city that will fail to object if 

reducing Government coats meana cl osing a CCC camp in the 

neighborhood? 

l'lhat are we spending in the current fiscal year! 

\\'hat we call r egular operating expenditure• wlll total 

three and a quarter blllion dollars. Nearly a billion 

dollars of thu ia being paid out in interest on the 

public debt. There can be no reduotion there, except aa 

we reduce t he debt 1 and even then there h al-ya the 
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posaibilit7 that rising rates will keep the total intereat 

charge at about the same .figure . 

Nearlr a billion dollars ot the 1938 budget goes 

t or national de.fenee. In the .face o.f world conditione ot 

toda7, can we make substantial cute there? More than halt 

a billion is being spent • .for veterans ' pensions and bene­

tits -- and this .figure does not inolude bonus parmenta . 

Thero can be no cut there. 

1G3 

The onlr other item included among regular operating 

expenditures ia the administrative coats ot the Congre .. , 

the Federal Courta, and the Executive branch. This totala 

eight hundred million dollars . Some aavings 1a being made 

here, and perhaps more oan be aaved. But that total ia 

not exoeaeive in comparison with past 7eara, certsinl7 not 

so when we consider the greatl7 expanded Govei'IJIIIelltal or-

ganuation and overhead coats . 
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Public worka account tor nine hundred million o~ 

the current budget. And there baa alread7 been appro-

pr1ated 1n addition to thi s amount another aeven hundred 

million tor public bu1ld1nga1 public h1gbwa7a1 river and 

harbor improvements, flood control, PWA granta, soil 

erosion, emergency housing, and similar purposes . That 

meana that without another dollar being appropriated b7 

t he Congress tor these purposes, there will be available 

aeven hundred ~llion to be spent in 19~9 (and later 7eara ) . 

During the current 7ear there 1a being apent more 

than a billion and a1x hundred million dollars tor the 

relief or unemplo~nt and tor the operation ot the CCC 

campa . How much oan that be reduced 1n .ubaequent 7earat 

' 
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The Agricultural Adjustment (Soil Conservation(!)) 

program, the Social security program and some minor mis­

cellaneous items add one billion tour hundred million to 

the expenditures ot tbe current year. llhile these are 

partly offset by special t axes, they include certain itii!U 

of expenditures a.nd grants which are not so of'fset. They 

add a permanent burden to the budget of two hundred million 

next :year, and in the course of the next f ew :years five 

hundred million annually Which ia not of'fset by special 

taxes . 

ll'hat may drought, nood, bus illess recession, or war 

add to the expenditures of t h is and coming yearsf It 1a 

obvious tbat no matter how great our desire to reduce the 

cost of Government, there will be the greatest difficulty 
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in making aubatant1al reductions 1n rasula r or eaergenoy 

coste . Here 1a a wh8el to wbich we -...t all put our 

shoulders. 

For I am cont1de.nt that you are 1n agreement with 

me ae to the necessity tor pro.ptly bringing our expendi-

turea within our 1nco~, and well within it, -- ao that 

not only will the budget be balanced, but our total debt 

reduced. 

(Leaving out ot consideration gol d acqui.itiona, 

the debt 1n the hands ot the public will be reduced 1n tbe 

current tiacal year by more than a billion dollars.) 

.t.e Secretary ot tbe Treaaur,. I auat not speak to 

you with too great a aaurance about "tuture expenditure• ot 

the Government . The Treasury doe a not detel'lline bow -oh 
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111oney 1a to be spent or how it ahall be divded utong the 

various agencies and functions. The President and the 

Congress have that reapona1b1l1ty . In t he final anal;rda, 

it is determined b;r t he people . .la ;rou know, there a re 

some who t hink Government expenditures have been too amall 

rather than too large. 

The Treasur;r doe a no t spend the money, except tbe 

sums appropriated t or ita own administrative expenses . 

Ita function i s to raise the mone:r which other agenoi e1 

spend. Haturall:r enough, however, the fiscal department 

of the Gove mment baa ao111e partic i pation in and aome re­

aponai bilit;r for the determination of total oo1ts . I do 

not seek to shirk that responeibilit;r. we .ust collect 

the taxes and adjuat t):le tax burden tairl:r• We IIUst know 

1. 73 
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the needs and the temper ot the market through which we 

borrow. Togeth er with the Federal ReserYe System we muat 

guard and protect the value or the Allerican dollar. 

For arter all, 1n fir! 't'iew, dollar control is tully 
--. 

as important aa crop control, or -sea control, or hour 

control . The efrects ot the others are detennined by the 

value o! t he dollar. Ita value determines the rarmera 

income or t he industrial workers income just aa surely aa 

does control of production or control or working conditione. 

Of what account ia a high pri ce f or farm products it the 

dollars paid are of leas value. What a hollow •1ctor,r 1e 

a high wage it paid in currency of low bu;Jing power. lfay 

it not very well be that more important than any of t hese 

t hings 1a a sound financial program for the coming ,.eara 

which will prnent any poae1b111ty of the dollar bec011ing 

una tablet 
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I do not 1naiat that the budget be balanced everr 

year. I do not agree with thoae who deplore the expendi­

tures that this Government haa made. The7 had to be made. 

Fortunate i a he Who accumulate& a aurplua in good times 

to carr,. him over bad t imea . But tha unbalanced budget 

and increase 1n debt 1a familiar to ua in our individual 

livea as well ae in bueineee l i fe . 

The young layYer or doct or or dentist may go into 

debt tor hie educati on and to get hie practice started. 

The t armer ma7 borrow to buy hie land, h ie machinerr, md 

hie seed. The new buaineaa enterpri se goes into debt that 

it ma7 expand and wiael 7 grow. The head ot a !aall7 will 

even incur a debt ot staggering proporti on• 1t it 1a neo­

eeear,. to eave the live• ot membera ot h i1 r..n,.. 

17.5 
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I aee no reason tor defending or apologizing tor 

the expenditures ot paat yeara. Intelligent aen recog­

nize that they were vital. I aee no reason tor harboring 

regrets about the purpoaea ot the expenditures or the way 

1n whloh the money waa apent. For the moat pa.rt, we haie 

spent wisely and well. 

Some of the expenditures of recent years are re-

coverable . They went tor loana to various agencies and 

groupe, and tor capital atock 1n credit agencies and in­

stitutions . OUr expenditure picture ia going to be 

brightened 177 the winding up ot -n1 ot theae agenoiea • 

There i s considerable 1110lasaes in soae ot thoae barrels. 

We shall scrape th• well, and th.en break up the barrels 

so there will not be any temptation to till thea up again. 

Regraded Unclassified
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The expenditure ot two and a quarter billion tor the 

bonus would have been made in 1945 it it had not been 

177 

made now. (The amount ot an adYanoe pap~mt 1e trequentl7 

carried by a bueineee concern as an aeaet.) 

Our net deficit might have been leea 1t we had 

done two things we d~d not do . To me tbeae negative 

actions are as significant aa any ot our positive aooom­

pliahmenta . We have not used the major portion ot the gold 

increment . It ia still available tor debt retirement. 

Even more illlportant , in rq opinion, we haYe aot resorted 

to the use or greenbacks tor the pa7Jil&nt ot current debt • 

Not a dollar ot the authorised three million ot eo-called 

Tholll8a currenc1 has been 1eeued. 

There are other reauuring it ... to brighten ao.­

what the black picture I haYe painted. Total expendUurea 
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!!! tuming downward. With t he exception ot an almost 

negligi ble decrease 1n 19~ coats under those ot 19~2, 

the current tiacal year ia the t1ret since 1927 when 

GoveraMnt expenditures were leaa than the preceding 

year. (It we include bonua pa111141nt, 19~7 ahowed a de-

cline and 19~8 a still turther decline. ) The coming 

fiecal year should alD w a turther reduction. 

Koreover , our income ia r ising . It baa increased 

eveey year since 19~2. Let ue run over the f i gures here 

alao : 

19~2 2 bi llion 006 

19~ 2 billi on 090 

19~4 ~ billion ll6 

1936 ~ billion 8 

19~6 4 bUl1on l 

19~ 5 billion 2 

19&8 e bUl1on 7 

17C 
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With increased buatneaa actiYity and a hi~er 

J»t1cnal income, naturally tax receipts grow. llllproYe­

menta in the revenue lawa haa alao contributed to thia 

growth in receipta . 

We have r eached t h e place, it aeema evident to 

me, where our coata muat be met out or current taxea. 

That meana tbe.t instead or fixing our expenditures an1 

borrowing the exceaa over revenue, we determine what 1a 

a fair and Juat tax burden aDd then aqueece expenditure• 

Within that figure. 

The young proteaeional student who borrowed to 

pa:y tor his education meets failure llnl.eaa hie practice 

paya wall enau~ tor hilll to wipe CIUt h ia debt. file tamar 

1a in d1atreu 1t h1a crop doaa not br1ns h1JD enough to 
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pay tor hie eeed, his production ooete, and reduce the 

mortgage . The new businese enterpriet goes on the rooke 

it ita sales do not permit tbe gredual . retirement ot ita 

• .• bonds or ita floating debt. The houeebolder becanes die-

couraged it his debt tor the health ot hie tamil7 becomea 

a permanent saddle. 

I do not mean to suggest tba t there is an exact 

parallel between these individuals and concerns and the 

Federal oovenxment. Perhaps we can carry a per.anent 

debt ot considerable size. But the Government that con-

tinuea too long with income above outgo 1a aa aurel7 

headed tor disaeter as is the individual or corporati on. 

The President ot the United Statea recognizee that • He 

Regraded Unclassified
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bas ateted it time and again. In 19~ he declared that 

l i beral governments too orten were wrecked on the rocka 

ot financial exceaa. (Check statement and date.) In hie 

1937 budget message the President stated hie belier that 

"it is t he dericit or today that ia making possible the 

surplus of tomorrow.• In hie last budget message, that 

for fiscal 19~8, the President insisted that new expendi -

tures authorized b7 Congress be matched by new revenue. 

He 1a taking et'rective action to bring coats within incoJDe. 

A percentage or appropriat i ons is being 1mpounded . Bmer-

genoy agencies are being liquidated, stopping administra-

tive expenses and restoring assets to the Treasury. The 

promise ie being pe r1'ormed. 
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This doea not mean at all that hmnen needa are 

to be ignored or national development neglected. Never 

1n the history of our country haa there been ae adequate 

and far-see ing a program for the development of natural 

' 18 .... 

resources as there 1s today. Never in our history haa 

there been the provision that is now a permanent part 

of our plans for the future of the unemployed, the under­

privileged and tbe sick. As we advance, these things will 

be improved. 

There i s much to be done that we cannot do , certa1nl7 

not all at once . To continue longer with an unbalanced 

Treasury budget would endanger the whole program - - what 

has been done and mat remaina to be done. The way t o 

balanced economy and a more abundant l ife ia not to be 

found thrQlgh an unbalanced Federal budgat • 

ooOoo 
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STJ.TWml'l' OF TliE PRESI.D!Ii'l' 
ON SEPTi:UIIER 21, 1937. 

September 30, 1937 

The Pre alden t announced today t.h& t he ha4 Jua t approved 

the el lot ment of a few border-line applications for Pltl projeetl, 

which increases the IIW11ber ·ellotted 1lllder the new program to 

1,253 projects, amounting to $113,034,735 in grants and ess,oos, 700 

ln l oans. 

This concludes the ellotcent of project& under the PubUc 

Jorics .l.dministration Exteneion .let of 1937. 

983-.l 

The President said that Adm1n1atrator Ickea has withheld 

recommonding for approval a large number of projects which have been 

peseed ey the examining d1v111one of the Public Yorks .l.dminiatr&­

t ion beceuse it waa f ound thD.t the applicant could fi oance the proJ­

ect wi thout Federal aid. Considering t he ne ed to cur tail the Pederel 

Budget and the improved financial statue of eo macy collllllUnities 

throughout the United Statee, the President oaid he believes this tn 

be sound public policy. The limitations on the amount that lllB!¥ be 

t.llot ted in the eoveral categories under the new law has resulted in 

diaappo~n~ment t o lll&.IIY applicants bec~m~., the ~otal of applicaUone 

f i l ed greatly exoee ded the licitation• in eo~e categories, ~lch 

.ade i t necessary f or the Public Worlce Admini strat ion to select a 
limited number of applicat ions for allotment. ~hie s i tuation wae 

lcevi t nble because the grant allotments requested on approved appli­

cst iona 1n hand amounted to $609,096,573 covering 4, 315 projecto and 

the appropriation was sufficient for only a fraction of thea. 0 ll'e 

have t ried to apply equitable principles• , the President stated. 

H~ pointed out that the Public Works Administration was 

est abli thed to et imulate conatruction and employment during the de­

pression and that it fulfilled i t s mis sion promptly and ef!ecti•ely. 

Under tho various p rograms since 1933, all otments have been cade for 

10 ,605 useful non-Federal Public Worke Administration projecta coat­

i ng $2,759 ,172 , 739. Of t hese proJecta , 7, 845 coating $1,208,539,&12 

havo baen completed, creating to date 6&1,088,747 man-hours of direct 

ec:plo;vment on the project eitea. The Bureau of Labor Statistica hao 

t'ound that for each hour ot employment at the site, two and one-half 

houra of employment are created in induatey. Because allotment& for 

so many projects have recently been announced, it baa not been pcs­

aio1e t o compil e t.n estimate of t he employment that will be created 

by the rea:ainder .of the program but there 1a eveey reason to expect 

that i t will be proportionate to that of t he past . 

There baa been a decreasing need for t hil sticulation w1 th 

the pt.aaing of the economic extremity and the Pr esident feela that 

the Administration has fulfilled ita obligation under the present lt.w. 
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• 1r .i•cD t Pru1drt1 a ~et el!:!le out lat t J U\u&l')' var1oua b'.uUneae and 

• o·cl •l ••rvie • Lave be -n eAll1114 a t tent1on to t he t,"l'eo.t debt r otire.,ent 

• 191 

.,, 11.111 1 .. 1'\ ~·,, 3oe1Bl See-J.rity truet t'..ll\~o and the added fact that ! r ot:l 

.. : -1 .£L..h 1 eo ~ ~ out , o bash "' would pro'ba'tl.;, have n aurplua 

..:.....!... • ' oe 1 ~ oven t'l;ou,sl:l t't.. ~&t would :.ot be balanced 0:1 r::..,y 

t ! : ... ~ 

•~uta . ~h o:xpee:t.t\0:: h S'.l.n:>Orted ·~·· t:•A '-•A-• -- a t \ ~ , - ·-·· -~- on , 

Cl! c.· reaorve ae~~o:-t 
a;;ecl.U i'lveot...ent 

r• ...-lO,Y: .,. .... e tl"'.lOt ;"jJ'"..d 

6)5 ,J.ll1ono 

" 

576 " 
roo 1~ta (ooti~ted in 
• ~ual r&pol·t) 

- - 1001 " Zote.l truat i'unda 
CCI.th ~Nrplua ---:iOa oilliono 

~t tt.io a:u.~a 11 that of the .otnl o! ex· ·•~1tureo (not 1-.cludi,..g •ebt 
•! •t) of ~ , ' ::Ul Hone , ;;oi~.g to _..,;..;, up the deficit o! 595 aullione , 

h 11.'\ .,_ .t. o. 'Z5 l:lillio~G for t;.e old £,6e ruerve aeeount whielo 1a not 
1 c .G. e~ .diture 'lr.1t & bo~.wr;;ri•t; tra: taction eone1at1ng of t he 

·• a ... c.l'l 3 f. Goeur.tiea 1e thie ~.mt , leavi-. ,;,c caah 1e tl'.a ..,...,.. tul7• 
1.,·~ j t tr-.11 t l'-"d rae 1ptn .!o cot a;.reu i n tl.e 'lrwleet receipt& or 

.... , .~•c , ., • ~l'ey do ap-,ear 1.!" tl:e tr~• .. !"l.Td ~ public de~~ div1s1one of 
~ ~ '1.. ~•.r1 S~~te-ent: ~r~ ~ea~J rccel ·aa tho cash !row t~ atat ea 
0 - . te !t i':l the le~eral ]'1:.-td c..!t er 1tl'l!'g G~Clal Z~ t 6CUrit1U tor i t. It 

c U.e '"" "oo:~·CO::i"': e!tect a a the eale of b~"~' ln t't.at =ount . 

3? t. • t~t lo that althou.7 we hAve a nat defif l t (or expect to h3ve) thie 
if: ?! oJ~ ~llliona , we are l n f act receivl~ :ro~ t he publ ic 306 :dll i o:.a ~re 

::c.c. "' ~X:P• ~ to ~rv out , Ignoricg gold eteril1&c.t1on , thh .~unt would be 
n oUa 1• in eo.eh to rutiro the D4:3ll alliOUDt o! public debt hel d b1 t he 'bonlee Uld 
,. !vo ~ ln\lotora, If WO had bun Bbl e to achieve t he 111~1 1 balonee• t hat t ho 
'-< .. • " nl.:..c c.l.out earlier 1n the yeo.r 1'/e ahould htlvo had cor e then a 'b1ll1on 
~ol'•re (,1 ,0~1 m1ll1one) a~llable !or t 1 la p~ae--~ain 1gnor1~ gold a t or11-

! ;a.t.l . 

:. :tc~ wh~ed t~ lUt .-.eot ret1r ..,..nt "ext yer.z to t t.e•• Soe 1cl S .C".ll"iiJ' 
: ~ ·· c~ wor .. tl.a.'l e. billion oiollare it would .,., 11 a~ly arr1v1-.; at a boolclc.llepi "C 
o.r.ce ~! ·•" """' a·d exp.nditare with no .:.el'lcit and no .-lT.lU& . In ot'"~r worda, 
1~ w.t~ ean 1-creae 1-:1 reniiWl a:>d/or daereaoe 1 11 exp••.diturea G:>OU."lt1n& on 
'ot! al~u t.> e35 m1111ona . : t.an '10t • en ~'\. lat• eat l.matee , 'b"~t 1t 11 proba'tle 
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• T _..,a wil:O 1-,ereau th!a sr...eh (1! ratu a:-. the """'e a.-xt we don' ~ l:an 
~~ ... ~1 • .r sdon) 10 ~lea~ ri thout C1'l¥ eru .. l.:~, xpend1turee we could at1ll do 

:'!:1 ul~· 

: a ·.·en• r1n a tate o! t he :>ational econ01:.1 ther 11 eo·.-et!:i•..; to 'oe .aid 
, r •\ • d c1u1on . Th• feet 1a that we are w>.ti-Jr ... 1n 1n th" !ono of tuea on 
_ .·:le ( .11, .re c.·d o::J)1oyees) in thh !heal yu.r , "" p~•!.l'(; ~o eGt1:r.atu , 
~1 ,1 . ,r .. ~ ,OOO a-t~ w~ c.u .9"111\. out 1n ex;>cnau n-vl c:,rants to ote.tes for soeil\1 

t onl/ .182 , 759 ,000 , cakir..!! al::oat an ave" 'o1ll1on t'i".at we an tw.i•- out o! 
"'1 colt •. t1on o.x.ondHura on t~1l.e nceount . 'l'!t1a ~"•t certa1nl;.• 'oa o fru· herv1ol' 

i.• • t? r eov r'/ o.·' a !1if hemo1er d flatl.o•.arj' action tl-an thn U!'l~iatrib•ltod 
'O.ih A • ,. l,_c:;.· C.&ftS i r, i ""'!COr .• t tCo% r&.tt,.C • 

.; t.!1cAt1o:~ tor do1-..g ~U• 11 that h t'le S"'1al Sec'.ll'1t;· ..et •~ lave 
o~U -.Uor.a wh1cl. are c.ccrui'll: right 'loW L•d • !.at we ::!Uit =a.« proo:' dot> 

" ._., i •' .. ... .,.t-oll'S . We -to -; .. 1r t3 r,.•· !:r t' ~ :.e'bt i t: t?-w A .tle o! t.~ 
or t.ha cor.tr1t~t1.o~~• .. o U. n. rv;-t..l.:;r.: a; ~t-;;-:henP 

~ . • , ..... • .. _ ... 
1 

·~· c +J...:o old. f!""":PT 1 C.ebt t-:rtl\•~•. ao tl...&t we won • t 't.a't'e a 
tv; / ~ l;.• '-•:!. .. y l.":l .. !.. f·:~1:..X'e . """"e c::ec .. 1 .. j ·....at. t:.e aa.::e aa .! a _.r1-ra.te 

.. "'"r t.. u.s•ett&Ul ~ t~ '!lb .u~-'• ~--t. inv• t~d t~r 1':'1 £Ot"ern:-..e!1t 
&?-· rn: -,t as e-..utod11Ln ca~ ~1 ' no 'oet! r or &J'I.{er ir.\'est~Dent for 

~- • o than ~o 1 .:.e 1h O'lln obl1c:>t1?~t are ua• •1,• calL 100 ::-•duee ita own de't, 
t' ;.lac1~ 1~a l! lr. position to r:ee t t o o'bl1r;at1o • l:hn tl.r;l ial:!. d\IAI . 

•• 

:1 ' ~ a·li ot~' b'/ o. sood r..c·v p•or>h th.~t it 11ould havo c. ba tter e!!ect 
1 ..). ecoM 1 .f the necee..ary rovon e to ,. ' uc6 the pu't.lic 1\ebt qu!o:Cli' 

:tlld•Slal s•t t-• ;overn.oo;on~ i -t p oHio to :not tle social aecur!+•· 
: .1 '1 • l t' • uture wen rai ed by n~ern1 ta:<aUon 1"utend oi bi' the ~roll 
~u . .... , t P• o 1 su. ... - nt hi_z~rr 1'~'~CO .a tu r~te• ~a thl! ri ;ht anner . 

·tion ur'ed ~nat thia io that now ~• ..r• tEAi~~ onl. the ~eo?l• who 
.1t <d (this 1n !act 1• not (iui t t:-Ja) a;·' t!J:I~ !f "" t&Xed evert'•~4J' 

_.. to •...-r• d the bene:!'1.a :.or• ~Hel.r-·tllA• 1n ,·erybody w~.o ~ nud 

•, o .... ~ O."''.d unc: ... l~r-e""·t ... .el. it .'" rutur ... . 

• 1 ~ii.l;O=t t t::.nt it wtr~ld 'be better i:oo:...:oe;>i:lt. ..i ;;o:~al Se.,·ritr 
te t .n o'.\t o: t:..e ce~erol tu:td d l'e \ouJ&ated o·,I'y , · ~ ~ Sodal 

·~ .t , Teo ~ir:·ic-..1! ty w!tl• 'o!.,..-it t:.il 1s t~t , 1"" orCer -.o t:.a.::e tl".e law 
~1e 1 . ~ t~~• were ~t leTied !t~ t~ •r cl 1 P~-~st cf , ?ei&l ee~~ 1ty, 

rn1 .UA>t1<:>n ,;hie: J:'lllt :c i'lt) tl.o a~ernl l'~-,d . 

~ 

e :r ~- '.1 , 31 6 tlil11o,
1 

1n ce.eh r.. r tro tl 71'hl1c tl"AD we are pa:-1n.;• out 
'is tle •1 ;oor (1938) . ~1• 1e a b1: Jun; tro~ lPat Jtur , whro we ~1d put e.t 

1 . t t wo billiO'll rQfe tl"''l l:l took !.n . r Ia "~ ott ., ver;· ce.r fu1 eltllt:l1nat1on o' ho• =ch .-e . oboul~ 1neree.ae t!:1a 
... !. c ... o:.. 1 t&;~ ~ext ;ear • .1\ "lay:-an' • )rth••• bala~ee11 woulc. .'j.fu.n tr..at we rould t¥ke 
1 ·.;0'.~ a 't.1111on :oore t'b.an we~ cut- · · y't aa a.u:h no a billion Alld" c:..,..rter . 

Regraded Unclassified



Sept .. ber 22, 1937, 

With reopect to J'OUI' inquiry ,.. to the Upend1tureo of the 

Reaettle•ent .&dainhtration. perticular1:y the ueeoo ot ezpend1-

tureo 1D J.uguat , 1937, onr the correepondinc aonth for 1936, 70U 

are advised that the program of the Adminiotration reached a peale 

durinc. the last four montho of the fiacal. 71ar 1937 and otarted 

to decline in the present fheal :year. There will be a gradual 

decline 1D expenditure• durlnc the r~ninc 110ntho and it 1o 

anticipated that the t otal for thia :rear will be about $135, 000,000 

a a compared to aJIProxi.,.te1y $210, 000, 000 in the paat fiaeal Tl&r• 

Tho followin& otatement ehowa the monthly expenditure• fro" the 

high point in Warch , 1937 to and includinc Auguotl 

llareh $29. 9 II 

April 29. 6 II 

llaT 22.8 II 

June 21.2 II 

Jul:r 19. 2 II 

.Auguot 13.0 II 

The expenditur .. for the flrot 18 daTI of September are $6, 2 II 

or a bout 75f. of the expenditure• for the -e period 1D the ICA)Dth 

193 

of ~t, ind1eatinc the continuation of the decline. At the 

preaent u.,. t he .&dais>htraUon hao AD unexplftcl.ed balance of $89.4 II 

and additional all ocation• will be made to complete programa ftOW 

uncl.er wa:1 UIOWitiDC to • 50,0 II, which wUl leave AD unexpendecl. 
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bc.lance at the and of the fhcal year of approximately $llo.o 11. 

lith respect to the increase in expenditurao of Public lorko 

Adldnlstration for loano and grants to Stateo for the month of 

.&lJ&Uot, 19}7, onr the 110nth of .A.uguat, 1936, :rou will reelhe 

that these expendltureo are on a net b&alo. The actual pa7J18nto 

for the month of August , 1936, were $33· 9 II, offset b:r repayments 

thr ough liquidation of aesata of $18.0 11, leaving a nat expendi-

ture of $15. 9 II. J'or the month of Au&uot, 1937, the actual ex­

penditures were $19.6 II, while rapa7menta throU&h liquidation of 

aneta 81>0Ul1ted to only $1.6 II, leaving a net expenditure of $18.0 11. 

It can be readily oeen, therefore, that there baa been a decline 

of $14.3 II. in the expandi turee of the Public lorks Adminiatra tlon. 

There has alao been a decline of $16. 4 II in rapa;rmenta. These re­

payment. are almost ontlrel:r through bond aaleo to the Rec:onatrnc­

tlon J'inance Corporation. Two factors ordiD&rilJ' govern the diopool­

tlon of these bondo - firat, the needs of tho Public lorka J.clalnhtra­

Uon for BAl,di Uonal. tunda for the purpoae of obllcatton, and, aecond,, 

the type of bonds which the Public lorka Adminiotration holds in ito 

portfolio. The Reconotruotion finance Corporation takea such bonda 

aa are considered rNdUy arlcetable. On ~at 31, 1937, Publlc 

llorka J.clalniatratl- h-.1 on hand bonda to the value of $128. 8 II, 

whUe the Reconotructlon finance Corporation held $86. 8 II worth of 

aecuritlea. 
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BUREAU OF THE BUDGET 

WASHINGTON 

IIBlllRAN DUll FOR THB SECRiTAI!Y 1 

The tollowiD~ tabulation 1n4ic&tea tbe &aouDt .. de 
&?ail&ble by Consr••• tor ~ante tor l'llblic Worlta tc!wlnl. 
otration non-federal projecta troa tuoda reoeiYed rroa the 
a&l e of aecuritiee aod projeota &pproYed by tbe Preoid.at 
throup S.pteaber ZO, 1937 . 

l'llblic Wcrlta •c!winhtratiCil 

Oranta authorized under liA of 1938 
Additional £r&nte authoriaed under PWl 

Extenoion Act of 1937 
Total .. de &?ailable tor £ranta 

Projeota approYed by the Preaident 
Onder ERA of 1938 to 6/30/37 t l6S , 604, 913 
Onder PWl Bxtenaion Act to 

9/20/37 113 , 168,768 

Balance 
Leaa AdainiatratiYe lxpenoea 1938 

AT&ilable tor additional project• and 
adainiotration after 1938 

•~.ooo.ooo 

59, 000,000 
tll59,000, 000 

278,773, 8811 

• 82,228,3:11 
15,000,000 

• 67, 226,3:11 
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Stpt .. ber 24, 1937, 

'l'he balance of fw>b ltall41DC to the credit of the Pu.bUc 

lorlcl .Uainhtration h ent1rel7 obli«at..S.. to ••t obl i«a­
Uou UDder the procraa which the Pr .. 14ant haa eppro•..S.. it 
will be neceaaar)' to III!PJil.-.nt the exiatiJI& balance of P.~.A. 
f\mda b7 the eale of $61, 000,000 of the total aaoUIIt of 
$129 0000, 000 of bollb held b7 p,J,A. 

It • 111 alec be neceaaar)' to aall bonda 1n the -Wlt of 

about $8, 000, 000 to prorlda tlmda for adaiJlla tratln a:pceee 
tor the fhcal 7eu 1939. 

Juat hew .. ch of the .--in1DC $6o,OOO,OOO 1n bollda cu 

be COilYert..S. into caeh dur1DC 1935 could DOt be eeUaate4 with­
out an e,.,..l.atltion of the portfolio of the Public r orka A41liD-

1etraUon. Soae of theae aectU'lUea are rea4117 arketable; 
othan b7 reaeon of the a..U aha of the laaue are ol117 aalallle 

locallT in the co-1\7 where the project 1e llllder ""171 aUU 

othera are pa7able f roa rnenue produced b7 the project for the 
oonatructlon of which thq are luued. 'l'h1a latter croup could 

DOt be oonaldered rea4117 aarl<etable W>til the project haa b­
oo~~pleted and beciD• to brlJlC 1n r ..,.,_, and eoae of the11 
project• will not be c011plet..S. durlJlC the current flacal 7e&r. 

If the $6o,OOO,OOO in boDda h aold to the RecoutrucUon 
J'lnance CotpOration, the caah aould be depoalted to the c:re41t 
of the Public J orlta AdaWatratlon, Bowe?er, UDl••• the R ... 
conatruc:Uon .riD&Dce CotpOration h able t o dlapoM at thaae 
boD4a the total of Oonrnaent ezpcdltu.ru would aot be affected, 
alDc e Recona trw:Uon J'lnaDce CctpOratioD u:peD41turea aould s..­
c reaae in the aaae aaoW>t al the Public J otka l.daiDietraiioD e:r.­

pen41turea were reduced b7 ~~~Plication of the proeeeda ot the 
eale to the Reccutruction l'iDaDee CotpOrat ion, 

'!he proceed• of all bonda held to aeturH7 b1 the Public 

Iorita l.dalnlatraUon auat be e:pplled to the reclllcUon of the 

public debt, but tbh UOWlt will be aaall in 1935• 
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._. an tw -raada ....,. •• , ... liT t.11e a-. 
\u71 1a twnbar azpl-Uea of 111r _...._ w lUa 

ft/1 • .,, ..... 22. 
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Ill coueoUon with the .. tiatecl 11AaptD4e4 "-lance of 
f+O,OOO, OOO Wldar the allocaUone to the lara Securiv (11.-

.. tn .... t) Ada1Dhtrat1on, the .. u .. ta h buecl on two 
facton - f irat, the currant rah of apen41t'llN, &D4, •-D4. 
tba c:&n7'-0T&r of 'llllap&D4e4 'balallcaa at tba cloaa of tba· fie­

cal 7fiU l9J6. 

~·199 

On June YJ, 1937, the Jleaattl,•ent .lda1D1etrat1on b&4 ou\­

atan41D& Wlliqu14ate4 oblt.!;atione 1D the ..ount of $34, 000, 000. 
It 11 ut1•te4 that eo•awhare 1D the nail!l>borbood of $JO, OOO, OOO 
o! obUpUODI wlll ba UDliqu14ate4 OD J'llll8 '1), 19}3, and thet 

$10, 000,000 will rlll&in unobl.t.!;8te4 at that u... llowanr, 
801\ of thh l&ttar _,..., will ba nae4&4 !or oblt.!;ation to 

co11plete procru• which will ba UDder wq durin& the pre .. nt 

!heal 7a&ro 

!ba or1C1A&l &IIOUDt which it ••• aati•tecl that Reaattl•ent 
would r&CI11ra fro• t.ha 1937 raHat IIJIProprl&Uon wu recl'GOCe4 b;r 

about $13,000,000 which ••• placecl 1D the &•aral r81&n& UD4ar 
the relief appropriation. It waa aaauaecl that tbil would ba 
the uxi81JI a&Tin& which could be Mda UDder the beettl•&Dt 

propaa. It will probab}¥ be a• -ch •• wa O&D azpect 1t we 
..UtaiD the ra .. rTe ,..,. eatablhbecl. !ba caab eat18&ta !or tha 

:rear, o! oouraa, wu baaecl 011 the &aftlllltiOD thet tbia reearT& 

would be -iDtaiDecl. 
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Wroe a\ .. -' et •• fie-.1 .,_ of ... I'Uiat.q t~~o.o .. 

11 \ll rnpoet \o \M l.a-•• Sa ellpu41\voo of h\Uo hlb 

.U.t.ale\n\toa for l.o- a4 ..,_._ to 1\a\oo tor U.o -• of 

~'• 19)7, n• \M -• ot .... ,, 19Jf), F•• •111 r-.ltr 

~' thooo ap•U'w.ne aro •• a .. , \aet.. !lao aotul ,.,_h 

far \he ••* at Alap\, '9)6, won t)).9 M, attao\ llr r.,.,_b 

taoi'O~ l141lUaUoa of .... ,. of tu.O .. loan-c a ao\ oq.U• 

tuo ot tl5o9 .. Jlltr •• ••tao ot ~'· 19)7, taoo ac'-l .­

paatuvoa won t19,, •• aUo "POP•h • ...._ "l't'tlaitaUoa of ..... 
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uaob _._. \o oalF fl·' M, loaYUC a an .-pr•ttaro of tlii.O •· 

1\- \a HdU., -· taouotoro, \lla\ taoan lou"- a Uol\ao 

of tta..) M, Sa \ho apr41W.M of -. hltlio •m A*iala\nUoa. 

!llno lll.u aloo 'II- a uo1Sao of t16.a. • l.a r...,._,. 'llano ~ 

,._.,. uo ~-- •'iJ'elT \ll...._ li.U rloa to U.o ._.., ...... 

Uoa of \lao•• loa4a - flJ'a\, \he •••• ot \lao MUo lolb Malala\n­

\iea tor atlllUI..al fada for •• .-rPM• of olll .. Uo .. uA,a_ ... 

Uao 'Tpo of boada .u• \lao hltllo lolb .ualal.atnU• .U. Sa Ua 

}10r\fo11e. !lao •-Uilo\toa JlaaaH Corpol'dln '*- .,.... lloata 

•• ara ooaeu.- r....U., ano\M1o. oa ....,.., )1, 1937, hltUo 

lolb ..... 1., ..................... to ..... ot $1&1 .. 

•n• \lao ....... ,lea n- Ou}IOra\toa ll.alt fAol • wnll ot 
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llep\eal>er M, 1937· 

11]1. IDLln' I 

!bh -~ 1e r .. poan'" to a Mq"Uet troll 

the SecretuT for wepetioaa u to eztetiac h4.ral 

Corpor&Uone the oont1-oe of 11b1ch lli&M properl7 

be ooae14ere4 UDAeoe••al'7· 

' 
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!1M baJIIc haa n .... er tlmcUoned ae oriciJLallT 1atell4e4. that 1a, to 
pro.,h aDd facilitate trade wUh the 8cn>let, It baa tDpCed 1a the 
cueral dwelop~~•t of forlep trade. !be 'fOluaa of loaDa baa -­
bee TerT erlcabe a~>d the ued of con tl.Jiu1Ac the J.caey a11:f loJICer 
h doubtful, !he ezp....Uturee of thh corporation ln the praaent tla­
cal 7ear up to St~Pt .. ber 21 IUiallllted to olll7 t41,676, 'lhlle -raca1pta 
... Wlted to $l7J,}94. 

Ullle•• aoM real av.hatantlal r•aon cu be fOWld for cont1-1Ac 
thla J.caey, ad 1t there are 110 lecal obataoha to lta abollllhlllat, 
tha .t.c-1"7 mov.ld be di-nt~ 117 KK-tlTe Order aDd lta uaeh 
tra~>aferrwcl to the a-utr.actlon 1'1aa11ca Corporation. 

llactrlc lioM !!!4 bra @\hcri\7 
!lie praeut Dlatrict of Col"*la Corporation aa authorlled 117 

lxacutln Order 7lJ9, elated J.JICU8t 12, 1935- llr hbllc .lo. 484, lip" 

p roTed llarch Jl, 1936, the Corporation -• contl.Jiued aa u J.cwney of 
the UD1ted Stat .. until J'ebnarT l, 1937• tfndar thla J.ct the Prea14ut 
• • • wthorlled to d1aoont1Dua the Corporation at a .rller elate. llr 
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the J.ct of J.-eq 26, 1937, Pullllc lo. 2, the •t•alon data aaa cllaJICad 
to June 30. 1939, 'but the athorlt;r of the Prealdent to dia-tla,.. the 
Apney at u aarllar data etill r-la•• 

lllc tha athorlt;r wu tlrat crpniaed, lh actlYltlM _.e­
fined to the !YJ. ar•, later wh• lta c!ficaa war• .,Ted to laahlactoa 
ud alace the coaataDt atforta haTe be• ~ to eztcd operatlou all 
oYer the Ulllited Stat••• !Odq the Corporatloa h a.rr7lac ~r 'falaed 
at .,ra thaD .~.,0,000 cd 1a operat1D« la auch citln aa Jort llqlle, 
IDdiua; Lanalac, llichlelaat Loa J.IICelaa, Callforala; ru ... Cit;r, Bn ... t 
SprlJICflald, IlliDOhl Bartford, Couectlcut, ate. 

!be ... .a for the oontlauaAC• of t h la eorpcratlon •• aD ~ t!! to 
the tlD1 ted ltaha 'aT well be qv.eatloned. It oan aot TerT wel po 
u:r _..,u.--t 111 llrliiCla& a)oout the radllctloa of lateraat ratM 
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• I• 

h-M ib .- ra'- ._.. l'lllolll 'r tile elS.S.Uoa td ..n.la *· ... 
1A orUI' tilt.\ U ldtlt\ -mu, OMpe\o 11UII eUler tt..tac -
pule• 1A I.e• hpho. 

. .u \lien h llfPUWl~ • 1-* td tuU1U• tor t~tac Ulo 
pwrolluo ot el•\rtoal ..,u,_., a\ r•u•\h rat• U 111'016-
tlla\ ~- h • ooa4.,.... • a4na\op •IIIN14 ao\ M Mila ot 
U.o -*llorUi;r ..torro4 oa tllo PnoU.a\ 'F \lie An ot llarell :Jlo 19''· 
aa4 u., .._... 41-\I.IIIM4 'r .... u., ort.r. It_. .u.a 1o 
taka, 1\o aOH\o ollo'Ol4 M \ruatornl" \llo .._..U.\Ift :Js­
Corporau-. 
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• '-* lliu ·- ,.._t.e& u srtlfpe11r &at=et. .,., 1a, to 

, .... -. _. tMWta .. .,.... wu• .a.. ern... u -. ..... &a -.. 

c-1'81 ......... et ful ... ,..... •s ... :a- ., lMM 11M --

--...,. .. ._.,,. ..C tile ..... sf -•llldac •s A.-.r .. s...-
11 6MIIu.l. a. s.,.,,._.. et '"' ...,.,.,._ &a .a.. ..,_, n .. 

eel r--,. .. ,.,,,... 11 -•• .. sa~F tlll,iJ', aus -a. .. 
_ ..... tln.~ 

•'•• •• .-.1 nMMaUal ~ - h f..C fer _,,,,., 

'"' .ac ,.. , ..c tt .._. are • 11!1al s'-t.tl• to , .. .-u .... ,, 
u.a ...,_. ..uc -s u-•t.et "' •-'''" ONtr ..a '" .. .... 
t.....tenwt k -. .... ev.ns. ft ·e a...,.ntu.. 

•••m - I'...IIIIII..JiaMIII.t1.R 
Iii ..... nnael&lil Sa a...,.rats. - ..U.rbet "' 

lxaatlft 0.._ 11]!, taW ' a•t ll, 1,5- llr MU. •· .... ~ 

pi!IYd ....,. )1. 19,._ U. .. ..,.,._. .. _. •••s.at se u •o Y sf 

U.s 1111W ,..._ ..W.., :_1• 19)7• _..,. t»t &at tiM IPNtW..t 

_. a-.r& ... M •-"- a...,.ntS.a st • -u.r ate. llr 

tiM ,., ef I 'J' 2i, 19)1. J Bite •• I, \law ..... s.a Ca\s - + apt 

to ,_ )0. 19)9, "-' .. ..U.rt.tr sf .. JMeUat tt •••natl tiM 

.ac... a\ aa -u• taw eUU r-ial. 

._ .a.. a-.rt.tr- ftnt ..... ! .... tee antn\1 ..... -

fiad .. .-s ""- later ... 1\t affS... ............... ...... 

_. eta• tllla •• ._, tlftsrt. lllan-.. _.. to tdaA .... ,._aU 
... tiM 1111W ....... ...., ... o...,.r.tlea It ~,..... .aJiad 

at ... .._ .-_,o_ooo .... tt ..-.u.. &a -* etU• .. .-re --.., 
tat•-• losaeU., aas .. , ... --'-. laUJIW ••a -- Oltr, a I 

lpn..tlslC. WIMlPI ~rt. I ••U•t. sM. 

...... fer .. -"- 1 sf ~ laiiJSfttlea M sa Ac • t!: .. 
... 1111W ftetss ._ ..U -s ............ It - •' "" ..U,. 
• 1 11..,u p , &a_...__...,.. •s n-st'IMsf • ..,..... ..... 
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CiYil Departmwnta and Aeenoi .... ........ . . . . . ... . .. . ..... . . 
social Security Act • • •••• • •• ••• ••• •• ••• ••• • ••••.••••••••••• 
National detena•• 

Arrlf:l• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • I • • • • • • 
Navy •• • • , • •••• ••• • • • •• •• •• ••• •• •• • •••••••••••••••••• • • 

Veterans' Acilt1.n1atration • • ••• • • • ••••••••••••••••.•••• • ••••• 
Agricultural Adjustment Program •• •• • ••• •• •• ••••••• • •••••••• 
Civilian Conservation Corpa •• • • ••••••••••••••••••.•••••.••• 
Farm Crodlt Adllin15toration •••••••..•••••••.•••••••••. o ••••• 

tntereat on the public debt • •••••. . ••••.••••••••••••••••••• 
Retunda ••••••• •• • ••••• o o ••• •• o •••• o •• • ••• • ••• • •••••••• • •••• 

Federal l and benka•••• ••• •• •• •• •• ••• • •••••••••••••••••••·•• 
Relief ••••••••••• • •• •••••••••.•••••••••••• • •• • ••••••••••••• 
Public worlDs (1nc1udin& 110l'k reU.ef) 1 

Reol&aation projects •••••••••••••••••••••••••••••••••• 
Public ~······• •• • • • • •················•••••• • • 
Publ1c hi~ • •• •• •••••.....•• • •...••.. • ••.• o ••••••• 

RiTer and barbar wart: aDd fiood coutrol •. • •• • ..•.•..•• 
Rural Blootr1!1oat1on •dm'n'wtration, ••••••••••••••••• 
Works Procreaa Jdndn1atratiao •••• • ••• •• ••••••••••••••• 
Tennoasee Valle.y Autharit1• • • ••••o•••••••••• • ••••••••• 
Loans and grant• to Statea, etc •• ••••••••• • •• • ••••.•.• 
Lorans to railroads ••• • •• • •.•• • ••.••••.•••.••.••.••.•.• 
All other ••. ...• •• ••......• • • .•• .•.••.....••..•..•.... 

Home loan ~stem • •••••••••• • ••• • •••• ••• ••• •••••.•••••.•• . •. 
Qaergeney houainB •• •••• • •• •• •• . ••••• •• .• . .••.• • 1 1 •• •••••••• 

Federal Housing adm1n1•trat.itll • •• • ••.. • ••• • ••••..••. • • ~· .. o 

Resettlement Adainiatration •• • ••• •• •••••••• • •• • •• •••••• • ••• 
~trat1on tor Industrial RecoYery .• • •• • .•.. ..•..•..•.• 
Commodity Credit Corporation • • •• • ••••••• ••••••• • •• • ••••••• • 
Bxpart-t.part Bank ot Wasbineton•• • ••••• • •••••••••• • ••••••• 
Reconstructi on F1nance Corpora~1an •• • •• •• •••••• • •.••••••••• 
TraM! ers to t.ruat acC>O<IDts, ..tc: 

Old ace reaerYe account • •• ••••••••.••••• • ••••••••• •••• 
Railroad r.tir..ent acooant ••• • ••••• • •••••••••••.••••• 
A.d.juat ed aerYioe cC"'t.11'1cat.e 1Und ••• ••• • • •••• • • • • • • • • • 
009..-.-nt oaployees' retirement tlmds (U .S. Shere) • •• 

Subt.otal. • • ••• • • 0 •• • •••• • ••••••••••••• • •• o ••• 

Debt retirements ••• ••••• • •• • •••• . • •• •••• • ••••••••••••••••• • 

Total expeDditurea • ••• ••••••••••••••• • •••. • 

A bees a ot creclite , ~ct. 

hlT 1 to 
J.uc. :n, 1936 

103,983.925 .61 
25, 523,482.27 

66,548,676.9]. 
77,447 ,433.21. 
96,399,322.22 
57, 774,703.58 
23,806,529.79 

• a, 726,ou.68 
35. 787,357.67 
9, 599,738.01 

U ,844,262.51 
49,202,19l.J.4 

3, 524,366.01 
3,052,009.56 

76,366, 372.03 
46,128, 071.90 

650,299.8) 
:n4. 68o, 469.65 

3, 789,614.02 
45,415 ,298.19 

157,950.78 
67,674,731.)2 
2,495,751.19 
4, 957. (,tp..67 
2,346,018.61 

23,429.757.05 
5, oo6.34 

a 66,406, 100.51 
- • l.b6,41.6.60 
!199,961,994.75 

S11 

39, 753,3)2.48 
46, 735,)00.00 

963, 519,lll.01 

23,128 ,350·00 

966, 647,461.01 

hl7 1 to 
.I.QC. :n, 193'7 :::: ~ 

l20,181,ll6.19 116,19'7 ,390.58 
46,583,075 .29 I 21,059, 593.02 

67.796, 868.49 ~ 1,248,191.58 
90,312, 548.47 I u,~,u5.26 
9'7 ,0?0, 652.92 I 671,330. ?O 
37,607, 587.05 - 20,161 ,u6.53 
63, 231,634.84 I 39,425,1o5.05 

! 4, 757,800.42 I 3,968,2ll.26 
32,970,157.67 2,817, 200.00 
7,967,674.89 1, 632,06).12 
9,9].7,190.88 - 1, 927,071.63 

839, 567.17 - 48, 362,623.9'7 

U , 541,01J.66 I 8,016,647.65 
7,585,5)).24 I 4, 5n, S23.68 

52,048, 363.74 -.24, )18, 008 .29 
35,472, 514.05 - 10, 655,557.85 
4, 244,9'73.76 ~ 3, 594,6'13.93 

235,034,721..01 - ?9,645, 748.64 
7,025 ,954.37 I 3, 236,340.35 

37,.167, 593. 60 8,247,?04.59 
• 76, 5?9.88 234,5)0.66 

44,064,719.54 - 23, 590,011.78 
1,516,640.58 - m,uo.61 

U ,362, 74S.74 I 6,405,053.07 
2,647, 806.25 f )01, 787.64 

32,231,280.23 f 8,801,52) .18 
• 5,425 .74 10,432.08 

• 1,129,304.07 ~ 65,276, 796..44 
a 95,U9.48 ~ 3'71, 327 .u 

J,21,900,175.32 ,tl.'/8,061, 819..0 
, .~ ... r / SI· i 

8) , ooo,ooo.oo ~ BJ,ooo,ooo.oo 
30,ooo,ooo.oo 1 JO,ooo,ooo.oo 

- 39, 75), ))2.48 

73,255,000.00 1 26, 519, ?OO.oo 

1,21.4,732,728.72 ~.21.3,617.71 

30,5so.oo - 23,09'7,800.00 

1,21.4,76),278.72 ,1228,U5,817.71 

Regraded Unclassified



2lO 
! eltpbone con•ereaUoa be\- Ill', *lllpD, !NaMU'er of tu B.coaatl'QOUoa 
J'inance Corporation, 8114 llr, JartaU, Septn'ber 3'7, 1937, 

llr, :B,.,-telt l I waa .tu•t down with the S.orata17 of the Treaaury an4 be told 
1M t hat he h coi n& to have a contar.llOe with llr, J oDea to110rrow, 
Be waD ted to li:Dow it :rou would h&Ye llr. Jonu brine with hla 
commit .. nta outatan41ng asa!Dat 7~ belaDCea, In colllleotioD 
with that I would lib to aak :rou a qUaUon or two, 

You expect to lllllte pe;rlMilta thto :r•u or about $400,000,000 an4 
your recelpta troa fisure a we h&n .,. eaU ... te4 at $5110, 000,000, 
learlD& Det receipt• oYer pe,yaeDta of $1110,000,000, 

llr. llulligan: I am col D& over the thln& a«aln to<laT aDd I'll be able t o gh'a 
you a better idea of it thaD. !bat waa aade eoJDet11D8 NIO aDd 
I WaDt to co over t u tigur.o before I aq anythinc. 

llr . :B,.,-telt: 'f1ll llr. Jonu han that! 

llr. llulU gan: I doD 1 t li:Dow, Ir be wanto 1t he will. I ' :a goiDg to atart 
rlsbt now, 

llr, :Bartelt: 'f1ll you haYI hia brln& 1t with blaT 

llr . llulU .wo: 

llr . Bartelt : 

llr , l.'ulU gan: 

llr . Bartelt 1 

llr. llulUgan: 

Wr. ! artel t: 

llr . llu.lligan: 

llr. llartelt 1 

llr. llulligaDI 

.Another thing, llr. llulUgan, do 10U lalow or llll1 w~ 1ll wbloh 
the Reconotruction JiDRnCe Corporation can turn the procee4o 
ot ito aalo• into the Treaaury eo ao to avoid reoponding the 
money b,y the Public Worka Admtniotrationf 

I doD' t li:Dow of llll1 w~, We CaD bey oecuitieo trca thea. 

Do you lalow of any wq 1ll which the:r would not be able t o uoe 
t he 110nayf 

I laiOW or DO Wa:¥ it could be clone. We bu7 from the l'llbllo 
Worko Adminiotration. We hAYe no control OYer the aoae:r troa 
that point on . llr. Claud• Hamilton, the General Counael, JMJ:1 
be able to help you, 

llben you Mll thooe aecuri till can the aoney be turned into 
the Tr.nwurtf 

It 1o turned i n to the Tren..u"7, 

It co•• -to 70ur accoun tf 

You t 1t all !be onl1 difta,....ce h our debt to 701l. Whaa 
we 1~1 t o the • Public Workl Adainiotration 1t 11lcreaHI our 
debt to 70Uo 

Would t hat be aYailable tor aapan41ture ~n1Df 
Under tu oric&*&l law " wore autborloed to '1:1117 ~~ tbe 

Regraded Unclassified



• 3, 

llr, l!arl1l U 

llr. Bartelt! 

Jlll~llo Woftll Me1wt Hl'a\SOD ... , .. , CIYft' $3110,0000000, 
N1 ... 1.&\er lMNaMt to Moo,ooo,ooo. ..,.- Ula' 

"o•'' p, 

lh111 70'1 l!lv the -..1UII fi'OII JODI 7ft. PYI Ida a obeok 
11114 wb111 7001 Ml.l the -nu .. 7ft. 4epotU the' 1a the 
fnaftl'7o I ... 11011d1rbc 1t there waa - IMp 1a there 
that J ha4 OYerloo-.6, 

I doll't thblk 10, You 111• to han a C004 idea ot thl 
\hlJICo 

• . 211 

!hi lecre\11'7 would lta tor llr, Jou1 to brlDt; tho11 ttcure•. 

Regraded Unclassified



"""'' =f ' ''!mt ••tew • \M ' PT''N''• ''n·r APnaatte 

l.ltctl nar lfM 

• • • 
• • • • • • • 

llctto of rea.lp\e • • • 
Jrceu of expelldi \uret • 

DK 19ft 

• 
• • • • • • 

llctu of rea.lpte • • 
llceu of •xpeD41 \v.~ee 

litcal nar 19311 
lpl! op4 IN"'' 

• 
• 
• 
• 

• • • • • • • • 
• • • • • • 

n4 dUl M"n' 
( lD allllou of 4o1lan) 

• • • • • 
• • • • • 
• • • • • 
• • • • • 

• • • • • 
• • • • • 
• • • • 
• • • • • 

• • • • • 
• • • • • 

• • • 
• • • 
• • • 
• • • 

• • • 
• • • 
• • • 
• • • 

• • • 
• • • 

1934 193'7 
WpS Wee• 

327.0 815&.1 
712.1 1,222.5 

-3811.1 15SS.6 

1937 1938 -.,,., .... , 
m.s n5.a 
eos.1 614.6 

- 311.2 
616.6 -

Otall w1 \bd.rt-.1 ...... , 
lleeaa of noelp\e • •• • • • • 
hceaa of expe.D41 ture• • • • • • 

•••• 
• • • • 

Ae'Ml 

10114.1 
tall •• 
.238.7 

AF'Ml 
7311.4 
406.6 

3:1:5.9 -

.,,., 
117. 2 
148.1 

21.9 -

Regraded Unclassified



1. Qnu&l : 

.,.,_n..s~ta.l • • • • 
~bUc hlldllll&• • , '• • 
JIU'bl le M#'JI .. ,. • , • ' • 
JU• e:r _. bftcr • tt Ul ri~ '0 ·.; • • 
... '-.UoD p:roJ ..... • 0 t'Ol --ol .. t~ 4At1el•q • 
lkl..lro-1 .. u~., .._, 
SC~~tt&l &Nvlt7.... • 
m.trlet oil OolUIIbla (O. s. abue) 
.. uoaa~. d•t•••: ,_ . . . .... . 
-~ ... .. .. . 

Tft•.,.... • 4dld.al.u n.u.oa 
AIZ1•11~ltiU'&l. AdJ'Oft.- Pro.;.; . 
ctwtll.• eo.-...,.uoe err,. , • 
hftl er.d1 t ..-t~J'U1011 
,.... .... y.u.,. £utbolit)' 
I :at eN.t a. tM l'llblJ• O.h 
Jt•f'Wid• l 

OIWtc.. • • • 
Dtten.al ,..._._. o , • • , o 

PrOOMA-s tu oa tuw Jir«~"~•W 

U. Jteoo,.n •4 n1tet1 

.&crt. IllS 1U'Ill • 41 

rr. 

, ... 'Nl 1.-d -.a . 0 • • • • • 

.. u.r . . • . . .. 0 ••••• 

hbl..SA .u'lral (1al114lliS .,..k HJ.let) 1 
RM!.Iao'\!.oa pro~~ 
~bl.t• htc .. ,. •••••• 
11Wel' ... ~ -k _, nooc coatro1. 
Jwal m.et.:rt.tt .. Uo• .t.~ll1ftnt1oa 
ll:lrb ~ .6dlllatnnt:1oe 
loll ..... 

.A14 \o )Ia- _,_I 
- ~·-~-_,....,. ....... . .... 
h4anJ,. .,._.,. .&at»""*'loa ....,.u-• A*lal.etl'llt!oa 

.... ..u. ... , 
Mld.ain .. u. tw ta._vt&l ...,....,. 

..... 1 •• ,..., , _,, 

£c:d.-lt'D'al a1Ct 
a-ut, ..... ...,... .... 
•.aCN&t ....-..u.:ttoa 

~· -·1 1.- _. ..-u to ,..._, -sot,..u ... ....... .... . .... 
C.... to"'~ . •• o. 

... d)tt-1 
~__.. ... ., ....... ... ..,._,...u .. "'--"' o.,... ..... .. 

....... t.llll .. ---~~~~-----
~~~~--.... , --·· ....... , 
~ ...... -... oo oo•• 
llall.NM ..... ~ ........ 
Alo,_W ....S.o ~ltlMH ,_, .,..,._,, ...,..,_ ..... ~ ,.... 

(0 ... ...,..} 

;: 108,11G6,ftt 
t,M&,&.:IS 
~.&.38,eu 
•• 864,610 
• • 110,417 
t,$09,...., 
9,36o,'P34 

e?l.81a 
44,15&,0?5 
o.ooo.oco 
.,,, ....... 
tO,:SU,$4.11 
tt,OtO.~ 
M,,tt,ee 
A,e31,~ 
lotto,n• 
t,oe,toot 

tJt. m .ue 
•.m,ota 
O,oto,ee& 

81!!18,760 

&,4ZI5,m 
:a.• .... -
•••• 104 ...... ,. 

ae,os. • .,.n 
.. ,lOI,ttt 

l .,OU,Ml 
u ...... , .. 
...... "8 

N,Dl.,.., 

!. 1,4M 

41,., .... 
10,110 

»,an 

.... . ooo 

,... .•. -

• 

lt7,h0o, .. 

t 10tof35.t n 
'•*oq 

a.t,:>:Je,e&l 
•••• 610 
6,U0,4lt 
t ,Slt,eo 
9o366,ts& 

en.oa 
t&,Of!IJ,ott 
0,000,000 

Cf, 796,fi68 
tO,:nt,048 
97,090,~ 
M,n 70t2f 
Q ot:Slo6:m 
1,lll,1'83 
,,oe,-. 

:st,t'I0,11M 

l,3'1'1'.ota 
15ooto,oea 

eet,teo 

,_ ... _.., 
1.o ... -

I ,«<QQ,IOI. 

"·""·"· r:~&,OM,fll 
.. ,oef,ta> 

l , OU,Ml 
U,MI,1'4t ...... .,. 
N,lll,_, 

!. ..... 

.! l ,l.,aM 

.! •• ., .... 

&?,111',~ 

!. "·* 
.! t&,Ut 

.! 11, toO ,lf'S 

.,ooo,ooo 
10,000,000 

• 64.lo19!1,100 
40,000,«)(1 
1~.ooo.ooo 
16%,000,000 
«) ,000,000 
10,400,000 
~.ooo.ooo 
a,aoo,ooo 

306,000,000 
&,000,000 

m,ooo,ooo 
oeo,ooo,ooo 
13.:> ,000 ,000 
•te,=roo,ooo 
~.ooo,ooo 
k,367,00r) 
4t ,ooo ,OCO 

eeo,ooo,ooo 

u.ooo,ooo 
36,000,000 
42,000,000 

. ,SS4,MI,100 

14.,000,000 

16oOOO,OOO 
~..-. ... 
ao,ooo,ooo 
3,000,000 

1,aco,ooo,ooo 
11.1,0«1,000 

a,ooo,ooo 
m,ooo,ooo 
•• ooo,ooo 

1.11,000,000 

1,eu,o.o,ooo 

10,000,000 

*·-
• ••• coo 

1,<00,000 

400 .ooo. 000 

~.-.-

aoo,ooo,ooo 
•• ooo,ooo 
eo,ooo,aoo 

n,•,ooo -.-.-

10,!161',000 

... ..,. 
10,000,000 

UIO,OOO,OOO ....... 
1,000,000 

•.ooo.ooo 

,.,., ... -

. ·213 

t 63.1,uo,ooo 
e,ooo,ooo 

lo;)oOOO.ooo 
161,000,000 
40,000,000 
10,.00,000 
» ,ooo,o:>o 
loiOO,OOO 

:106,1100,000 
e.ooo,ooo 

3fl,OOO,QI:X! 
*,000,000 
MO,OOOoOOO 
.... ooo,ooo 
:lBO oOOO, 000 

44,000,000 
... ooo.ooo 

160,000,000 

u.ooooooo 
-.ooo,ooo 
U,000 0 000 

MoOOOoOOO 

10,000,000 

~.-• .o 10,000,000 
loOOO,OOO 

1,«10oOOO,ooo 
111,000,000 

a.oco,ooo 
•.ooo.ooo 
11,000,000 

111.,000,000 

w ,..o,ooo 
.! .o,aoo 

1,000,000 

!. 110,000,000 

JtD,ooo,ooo 
.... ooo 
•.ooo.oao 
n.-.ooo 
-.-,ffl/0 

'ftllal _......_ .. t.u• MM "'.,_ 1,4Dl, .. ,ua lM,~a,.. 1, .. , ,.._,. • .-..•. • -- ····· ·· ···· · --------------------------------------------
•• •• 0 ••• 0 • 0 • 0 0 • ---·-

.. ................ . 
!~r-'17,......_• Regraded Unclassified



_, .-1.1-

&l>h fo~ caoh 
wUbd.:r.-1 Ia 

1. O.oera.l PW>llo lorn Pr- u-........... .. 
Publlc »ui141ac-••••••••••••················•1JO, l97.066 
PubllG Kl&b-.,.• • • •••••• •• • •••• • • • •• • •• • •• •• •116,151 1000 
Rl•trt and Harbor• 6 Jlood CoD\rol 

(~ro•emen\) ••• ••• •••. •• • • •• •• •• •• •• ••• • 211, 000,000 
Othtr•·• • ·•• • •• • • •• • • •• • •••••••••••••••••·•••lS5 , 57) ,)14 

Total. General Public Worka Pro1ram 

2. I!Hr,;enq hn4 u:pedi \wet npp1tt!Din\&1 to 
a'bo·u -

Pablto Ju114~··• • • • ••••••••••••••• • ••••••• 26,105 , 12~ 
~blto H~W11• ••••••••••••• • •• • •·•••••••••••155,906,700 
Rl .. ro aD4 l!ar~ro aD4 flood Cootrol ......... 6o, 7911.~15 
0\her •••••••••••••••••••••••••••••• • ••••••.•• J1 ,1),,f91 

fl''b W1S\4nJ!tl lat teetee 
~ 20 Sop, , 1 

~.ooo,ooo 
15},000,000 

127 ,ooo,ooo 
115,000, 000 

~.ooo,ooo 

10 ,000,000 
1)0,000,000 

20,000,000 
15,000,000 

~.ooo,ooo 
15),000,000 

105,000,000 
100,000, 000 

~}.000,000 

15,000,000 
100,00) ,000 
)0,000,000 
15,000,000 

~.ooo,ooo 
15},000,000 

105,000,000 
96,000 ,000 

)99,000,000 

10,000,000 
lOO,OOO,OCX> 

25,000,000 
15,000,000 

15,197 ,o66 
}),151,000 

11},000,000 
89 , 573 .31~ 

16,105, 6211 
55.~.700 
'2·79", k15 
1 ,1}9,898 

tlal.l.,uu'"' 
on~cau­
carrlt4 h\o 

72,619,257 
225,2}9,5(10 11 
81,921,9'12 
31,951.175 

16,069.957 
~.906.700 

,lQ9,o&} 
16,108,108 

!o\&1, aa.rcenc7••••·••• • •• • ••••••••• 27b,~,137 

---------------------------------------
175,000,000 16o,ooo,ooo 150,000,000 1ZII,9o6,~37 911 .19". 5JO 

}• AddlUoaal pv.~llo worlal lDQ1udo4 in 
et&Umont of Mr. Baaa - )8,000,000 7.7~,000 J , 650,ooo 

Rl••r• aod Harbor• Kainten&De••• • • • •••• • ••• k5 ,7~,ooo }5,000, 000 )5,000,000 

~r~nc1 Houa1nc···· ·· ····••••••····· · ··· • 55 ,0 ,ob'! )0,000,000 35.000,000 35,000,000 20,0 ,07~ 19,000 ,000 

P.I .A. erantl 644 &QalnlatratlYI e~eottt •• ~5 .791,0 225.000. 000 250 • 000.000 215,000,000 190,791,0611 190,791 ,0611 

total ~441ttoaal • ••••• •• •••••••••••• 506. 590,1)8 29(),000,000 }2),000,000 2SS,OOO ,OOO 215,590.1)8 21).~1,0611 

tot&l 1, ... 1 \o }••• • •• •••·········1 , ,01,151,}55 905,000,000 8a6,ooo,ooo 837 ,000,000 6611,158,355 769.}6a,o6a 

~. o.JMor It- Ia aawre of pv.l>lic • orb - 1g,ooo,ooo 1&,000,000 11,000,000 5.075.550 5.075.550 

g,ooo,ooo a,ooo,ooo a,ooo,ooo 1 ,111,000 1,69'5,000 

6,000,000 6,000,000 6,000, 000 J,JS7 ,000 7.165,000 
21.,000,000 

Soi l trotlOD••• • ••••••·•••••• • •· • •••••••••• 2J,Oli•~ 
az., coDatrocttoa. . .. . ..... . ...... . .. . . . ... ,,87 •000 I&YJ- tar'- .a4 nocta •• •••••••••• •••• ••••• !I 9,}17 ,000 
p,Y.A. 10&AI• •• • •• • •••••••• • •••••••••• • •••• :::21:•:000:::· ==~~;:~~----~~~----------------------------------~-----------------J/}5,000,000 Jf }5,000,000 

Jl 1,000,000 Jf Jl, )lao. 550 1),9)11.550 
3 '000 ' 1)0"1 l2. 000' (X)() 

!o\al otb.r 1, .......... ... . ... . .... . 713,)02,611 

Oraa4 !o\al··• • ··• •• • • • ••••• •• • ••••••!l:·~~:·:~9~8~,~105:: .. .:~::::::~~::::~~--~~~~~--~~----------~--~----~--------
~.ooo,ooo 88),000,000 869,000,000 695,k98,905 

0 H U outdM41ftl oblt.p.U.OWI -....,. tae b.,.,..,. .... 

!I 'PM 1939 aa•"borhaU • of f216,ooo,ooo " Ill a.l• 

if Aloo •1~,ooo,ooo in lloDU· 

Jzoooo of o..&l\o ....... 
Regraded Unclassified



PUJLIC PlR' *P'WftMtiOJ DY9LJ!IG lUll) 

,.,.* M=a• 

Caoh balance J- 30, 193'1' •• . . . . . . . . . 
Caoh to be recei n4 fro. Nl.u to llecoaetruo­

tioa rtG&noe Corporattoa1 
1938 • • • • •• 
1938 ••• •..•. 

~Gh for 
1938 
1939 

. . . . . . 
• • • • • • • • . . 

• 1110 
100 

• 88 
1.28 

P~nte for &4a1a1etrat1n &rpell .. el 
1938 • • • • • • • • • 15 
1939 • • • • • • • • • • • 9 

.t.-tlable for lome • • • • • • 

~nh for 1omu 
1938 • • • • • • • • 148 
1939 • . • • • • • • 62 

. • 

Caoh 'babnce ( .. ttate4 .r,.... 30, 1P39) 

.\ggouptt .,. Pn9'''' 
llept•'ber • • 113'1' 

• 

• 

• . 215 

(lllllloaa) 

• 
2110 

496 

210 

Regraded Unclassified



!I!!!!I,!C wgm eoonmqiQJII!()LUIO J!!JID 

tz··a 

2alll hcuriiill 
On haDd Jlme 30, 1937 

1939 
total tund• aYa11able 

Di!SIIIID~I 
OEfA\1 -

1938 
1939 

AdliDii~E~iYI ·~Dill 
1938 
1939 

Will 
1938 
1939 

total 41ebur....aie 

On lw>d June 30, 
Caab 

19391 

hcurlii .. 

.L OCOIU>h lo DepoeUa 
S.pt•beJ' 29, 1931. 

246 +129 

+1!!0 -1!10 
+100 -100 

496 

88 
128 

115 
9 

148 +148 
62 + 62 

4150 

46 
89 

!J.-
/JS. 
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lll.~stl Qiusnc~1a liBI 
(In llillioaa of dollara) 

Pre Hilt Jpr1l30, 
eati.Mte 193'7 lllCJ'18 11 <•> (Sept. 193!!) :111uoot• D!Cf!&lt (-) 

General; 
Public buil diD&• • • • • • • • • ~.o ~.o -
PUblic hi~W~~T• • • • • • • • • 11!3,0 1113,0 
l!inro 8ll4 harbor• , • • • • • 101!, 0 lZ1, 0 - 22,0 
!ecl-tiOil ••• • • • • • 311.0 40, 0 1!, 0 
laUollal l'al'k ae.rrtce • , • • •.o ,,!! , I! 

:...u:.: ,!,.?.; -ki~ri~ • • • 15,0 15, 15 , 15 

• • • 40,0 411 ,0 9 .0 

Sa.l>-total , • . • • • 387. 0 .:U,O - 3'7 .o 
.Ul other • • . 12, 0 16,0 •.o 

Total general , • • . • 399,0 440 ,0 - Q ,O 
= 

:E!:Iersen£2:; 
PUblic building• • • • • • • 10 , 0 10,0 

Public h1Shwa.¥• . 100. 0 130,0 - 30.0 
• • • • 

l!iYero IID4 harbor• • • • 211. 0 ao.o • s.o 
Reel.ecauon • • • • • • • . 115,0 115.0 

Total IDeJ'I:IIleo' • . • 150,0 1?15. 0 z.o 
• • • 

Clraa4 total 1549,0 6115,0 - 66,0 
• • • . • = 

Regraded Unclassified
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IIA.IOI. CXliHiiUCO~lOI APPiDP~lOII 

eau n~.- Oeaaral raau 

PUblic Bu.1141y!t 

1. .&.dairal Pecplee 1 -..Uu. of 8111\.aller 16 to the --~ 
W-17 of the ! r•ftlT abo•• praec\ ••U-\ed. caell w1 th4l'aale of 

$J,800,000, or •ut 16 per -t of tha 1\PJ)ropriatloDo !hie h a 
ldnd of appropriation that dou DOt call for larp e:~pendi\uree 
<luri.Dc the 7a&r for which the II'PI!Opriation ie •de• '!'he purcheee 
of alt .. and pnoparation ot plane IUld lll&e1f1oatlone require aoM 

t1ae and repraaant a ralat1•el7 .all percantace of the total IV" 

propr1at1o.,. for the 'IIW.l41Ac•· u a -uer of fact, o~ about 
12 per cant of the appropriation of $6o,ooo,ooo for 1937 wu ez­
pemded duri.Df: that 7ear; and o~ about 9 per ceD\ o! the -
1\PJ)ropriatlon fo r 1936 n• Gpemded ~ri.Df: \hat T&ar• 

In a441Uon to the $23,000,000 appropriation for 1938, thare 

•• aYa1labh at the hcinoiDC Df the preeat !1ecal Je&r $9(),000,000 
of pr..,1oua 7e&r appropr1at1ou for thh pwpoee. 

2. Thi• appropriation in the -'Gilt of $2,325,000 h for 
coepht ion of the Bur- of J;acrav1nc and Print 1DC annex. '1'U 
contracto r 11 well up with hie echedule and 1t h DOW pPected 
that the bllildJ.Dc will be ooJOphted. 1n .april; and that \hie Pl"'OJ'• .. 

.u .. ,..caaMl'T a ra.-hed. ut1aata of caela w1\h4l'aale on \hie 
account of $2,000,000 b7 June JO, nut. 

3• .&. chac:lt for $100 107,066 haa alraa41 be• drawn and ealllled. 

PUblic Bifhnn! 

1+, 5o 6, 7, and S. On the bade of the pre••t c1eparllleatal 
nU•t .. o! ~n41tur., all thie $180,000,000 w1U be paid 011\ 
b7 June JO, 1938, and th- will alao be paid 011t b7 that date 
$100,000,000 of •ercanCT funcla. (!hh $100,000,000 rapreaanto 
P«T8ente to the state• in the a.ount of $120,0001000 le•• retarD 
of $20,000,000 pr..,1oual7 abanced. to the statealo 

OA thie bade lbera ""uld ~n on June JO, 1938, .-liquidated 

obl1cat1ona iacurred. ~in« that 7aer b7 the stat" 1111dar lbe II.P­
..., .&.eta of $177,000,000 out of the c•aral tude, ead $2~QOOO 
out of ••rccCT tude. (liT JUU017 t1rat, aut, an e441 
$216,500,000 will be b7 1• apportioaed tor obl1Cat1oD b7 the ltatoa 

on .ccount of the 1938 author1 .. t1on). 

the raeu\ lnadc•' .. u.te of upee41ture• tor the !hoel7e&r 

1931 1• J5J,OOO,OOO, or $27,000,000 h~~~dthe d~:-:.."::. ee~!-
Mh of axpea41\ur .. 11114er both the , ...... u -·-
18 aot baliwed. that the 4apa"-tal •tt.ate can be aafelT 41-•ted 

1D u -•' cr•ter thu $27,000,000. 
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JUyere and Bar\lore, and nood Colltrolt 

9 , 10 and 11, OUt of a total a'1&1hl11llt7 for calh wUhdra-.1 
ill 1938 of $21S,ooo,ooo, tho llopanact had aeU.atod actuol cao11 
withdrawal• of $127,000,000, which f~ .. our preoat :auac-t .,..... 
.,., place at $105, 000,000, !!111 p .. eaat aetl.Mta of $105.000 000 
ropreemto $6o,ooo,ooo ill caob witb.dra..J.e froa Ullliquidotod ;bli­
pUolle bl'Oll&bt illto 1938 ud $45,ooo,ooo of caob wUb.dranlo froa 
tbe 1938 qproprillUollo of $1112,,00,000. !he propoeod reducUoll 
of $22, 000,000 froa tho dopartMilt 1 1 aetl.Mte of caeb withdra•ll 
tor 1938 11 baeed 'IJPOil tho a .. upUolle that r111"11 of $}11,000,000 
cen be •illtailled and that thoro will be colldderabla delq ill the 
flood colltrol coutruotloll prot;raa ill colllleoUoll with tbe eoeur1DC 
of r1pt-f-~. 1ll particular, thoea that are to be oupplhd 117 
local illtereeta. 

Of a calh wHb.drawal aYail1b1litT of $61, 000,000 1ll e•rc•ll1 
t'wldo for r1•er llld harbor, aad flood COiltro1, 100rtt ill 19}8, the 
dopar\Milt bae oeUaated withdra•le of $}1, 000,000. Onr pree•t 
Budcet .. tl.Mte of caah withdra•ll of -rc•CT !Wide for thil 
purpo .. for 1938 11 no w placed at $25,.000,000, or $6,000,000 leu 
tbaa the depart•Jltal 11tiaate. 'l'h11 11 duo ill part to our belief 
of probable delqe ill oacur iJlc richte-of-w;r for flood control con­
at ruction, and in part to the illablli\7 to aoat relief lebor r~1r..­
amh of the lorn Procre•• .ldalniltraUon. 

Reelaaation SerY1eal 

12 ud 1}. !he poll1b111Uea with reop.ct to del8711lc COIP' 
otruct1on wort<, ud heaca redueille caah w1 thdraaalo for 1938, Oil 
tho lar~ rac~Uon proJech, are ao....,at 11a1ted 117 the feet 
that the•• proJach b&•• bewn atartod ill prl'tioua 71&1'1 and are 
now under wq. fbere are, bowl'ter, oo .. pou1b1liUeo elo~~~: thio 
line that are dopendeat upon eoeurlat; r1S)>t.-ot•eq and the dlllille 
ef r~mt contraoto. 

Of a total aaoWlt of $8},7811,000 a'llil&ble tor eaeh witbdra•l 
for 1938 which 1acludae unupeaded balance• of pre'tioua 70&1'1' liP"" 
proprilltion• a1 wall ae the 1938 apPropriation, tbe Depart•"' bad 
utialted calh witbdraaal• ill 1938 of S)la, J28, 000. lzl our preoeat 
wrrq of lower caah w1 thdraaal pooo1b1l1 Uoe for 1938, we ban uld 
placed the fJ.cur•• a\ $35.000,000. Of thll -""' $20, 000,000..,:0 
be Oil aeeo'<lllt of caah wUbdrawal baluCII broupt iato 1938Zl 000 
$15,000,000 

100
uld b e out of the 1938 .pproprlaUou of $J9, 5, • 

ah wi tbdraaal t J.cul'•• are low t1pree, 
!bell p .. oeat Budeet ea a further IOille onr 

fo realise til• will requ1 .. , 1!1
11 :~c!• IIJlder iaotructillno to 

of the ncure• witb tho Reclaal• Oil 
that eerr1ce to eoMwh&t 4111\T 1h eolletructioll pro«ft''&o 
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'l'he Recle•Uoa lenice bu a 1931 afttla'ble cam with4l'aal 
uount. 1ll •arceq t1a4a of $31, 1)90 000, all4 ehUe 1t. or1cl•ll7 
.. t.11lat.a4 a cam wit.h4raal troa t.haae tla4a of $26, 765.000, ..,... 
pr .. .,t. :a...•t. .. uat.e of eaah 111 t.h4raw.l e of e•rseq t1aa4a 
for 1931 1e 4en to $1~,000,000. !be •- oo-t. w1t.h re~t. 
to our preeea\ eaU•t.a of cam w1t.h4raale froa c-C'&l fta4• 
appl1e• to our a'b1l1 v to ral1• ae low a calli wi t.h4raal &aOUD\ 
of .. erceaQ7 taa4e aa $15,000, 000, 

Jat.1oll&l Park Ser.1ce1 

111, It. 1a DOW ea t1aah4 \hat. of t.hh 1938 appropr1a\1oll of 
f10, 5QO,OOO fo r J&Uoll&l hrll: roa4a aa4 p.l1nlqa, t.her e will be 
oalll w1 t.h<lranla 'b7 the eA4 of \ha 7eer of about $2, 500, 000. 

15. Oil the 'baela of a rwrtae4 •Ua\e of oalll w1t.h4raalo 
1lll4&r \he .. roa4a aa4 co•tl"'l.ct1oA t~ppropr1a\1oll& for t.ha 11141&11 
Ser.1ca f or 1938, 1\ 1e 'bel1ne4 t.hat. aot 110re \hall $5,000,000 
will be pa14 out. liT the ead of t.he TeeJ'• 

'l'eDDeaaee Val1q J.uthorl\71 

16, Of t.ha -UIIt of $52.233, 000 aft1le'bh for caab withdrawal 
clu.rlllt; t.he t1ecal TeeJ' 1938, t.he J.~hor1t7 had .. uaate4 111t.h4ranl• 
of fii5.000, 000 for t.he Te&r• '!be loweot fl.t;ureo tba~ w could DOW 
.. u.t.e tor 1931 calli wUh4rawala woul4 'be f)IO, OOO,OOO, o! *1cb 
$35.000, 000 wul4 reprneat. a cam w1th4raal .-t troa t.he 1938 
appropr1at.1oaa of fl!O, l 66,ooo. 
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Pabllo aull~lft.C it 
Out• l4e the DS1trlot ot Colu.b1a •••••••••••• 
Io the OS.atrlot ot Col \labia •• ••••• •••••••••• 
Oraad Cent ral 8taUO'Do P. o . • Ww York • • •• •• 

t otal •••••••••• ••• •••••••• ••• •••••••• •• 

Mlto Rlc,bw'l:(a t 
rectwal Ald Rich_,- S'tat.• •••••••••••••••••• 
s~•rJ or t.-der road • ••••••• ••• •••• •• ••• 
llLataatloG ot cr.d e oroet lA&• •••••••••••••• .... u. 1...S hip-· ....................... . 
rore•t roa~• .ad t rall• ••••••••••••••••••••• 

total •••••••••••••••••••••••••••••••••• 

linn u 4 harbor• aed noo4 ooatroh 
l.prO'fa.Dt or rS'fera and b arbore •• ••• •• • o •• 

Pl oo4 Control Aot JuDa 22. 1936 ••••••••••• • • 
f l ood Control Ml aa l ea1pp1 li?Or •o•••••••o• •o 

Total • •o •••••••••••••• •o. o •••• ••••••• • o 

bolaMtloot 
~ldtr C&D;10D projeot • o •••••••• • •••••••• o o. 

Oth•r ••••• •• • o ••• o o o o •• o ••• ••• •• o •• o • •••• •• • 

Tot.l •••o••••o••o•••oo•·· ·· ········•••• 

t..tl-.1 ,.,t. aomo• •...... o o ••••••••••••••• • o •• 

~ S.rwloo o••••••••o••••••••••o•••••••••••••o 

fez .. , .. Yal l., ._thorlty •••••••o•••••••••••••o• 

ORAJD TOTAL o••••o••••••••••••o••••o•••• 

1n .~.ooo 
6,521,000 

10.107,066 

154.61.7,000 
s.ooo,ooo 

1.0,000,000 
,,OOl,.ooo 

1}.5()0.000 

186,151,000 

150,000,000 
3(),000.000 
)8,000,000 

218,000,000 

1;,601,86} 
70, 18}.075 

11a ,000 '000 

IWOR Cl)l ftlllruQil Al'l'mPIU.ti­

Cocoh 1 1tb4noolo - 0-.&1 ,_ 

62,000,000) 
}.ll60,000l 

10,107,o66 

150,000,000) 
5,(X)O,OOO) 

lo.ooo.ooo 

10 ,000,000) 15}.000.000 
2.500.000) 

n.soo.ooo) 

181,000.000 15},000,000 

7}.000,000) 
25.000.000) 105,000,000 
29.000,000) 

12'7 .ooo,ooo 

9,000,000) 
l"J,}26,000) 

6,5QO,.OOO 

6,trn.m 

160,651,8}1 

to;.ooo,ooo 

55.000.000 

4.000,000 

5.000,000 

tp,ooo,.ooo 

387,000,000 

,.,. . 

~( 

•I'> 

,J,( 
J.{ 

~ ... 

Jppropr1at.t 
tor 1938 

2},000,000 
2.425.000 

10,107.066 

150,000,0')0 
5.000,.000 

10,000,000 
2,501),000 

12.500,000 

180,000,000 

90,000,000 
3C),OOO,OOO 
22,500,000 

11.:2,5()0,000 

)9,215,000 

10, 5QO,OOO 

7.216.175 

bl),l66.270 

150,000,000 
5.000.000 

10,000,000 
2,50),000 

12,50),000 

20,000,000 
25,000,000 
1},50Q,OOO 

19,000,000 

},000,000 

-.660,101 

,,eoo.ooo 
a,ooo,ooo 

10,107,066 

15.907.066 

125,000,000 
1..500,000 
9.000,000 
2,5QO,OIX) 

12,000,000 

1_,,,ooo,ooo 

13,000,000 
15,000,000 
12,000,000 

a.s.ooo,ooo 

15,000,000 

t.soo.ooo 
s.ooo.ooo 

1 
2 

' 

4 
5 
6 
7 
e 

9 
10 
11 

12 
1} 

15 

16 
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Public bo.1141Dp: 
.t.ct June 19, 19Y. 
N, I,i. tund8 inclu41ftc 

)In Interior l!u.1141ns 
P.l , .t.. allo~t• 

Public hi~: 
N,I,R. higbnT fund8 
N, I,R. :Joreet h1~ 
JaercacT ... u.r, ·~· crea 

croeeiac ellalaetion 
bel'l!ten&::7 reUet, B~, roea 

and etreeh 

$ 

R,iYere 11114 W'bore aD4 fiood control 
s .. rpDCJ reUef, fioc4 control . 

IIi ... RiYel' .aid trlbo.\ariee , 19JS 
berpnQT rel1ef1 r1Tel'e &4 W'bol'e, 

an4 noo4 control , 1935 - 1937 
taergency relhf, noo4 control, 

pnaral (.I.e \ 7/19/37) 1938 
s .. r«CCT relief, noo4 control 

aD4 other coneerTatioD 
N, I,B. noo4 control, 1933 - 39 

'l'otal 

Reel-tlont 
I,I,B, Boulder ~D proJeCt , I.Jlc • 

.Lll .AMrlCU CaDal 
P,l,.t., Boulder ~D 
11. 1.1. hri<U Glla proJect 
N,I ,R, Recl ... tiOD1 1933 - 39 
s .. rPliCJ raUet, Boulder ()&70n 
Jae rcenc:r relief, other rec1 ... tion 

15, 726. 7112 

6,543,084 
4, 535.9911 

14,111,100 
44,100 

155.906.700 

15,000,000 

7,6!16 , 709 

3(),000,000 

6J2, 93J 

6o, 794, 415 

lloUCII COIISOO!ICII tU.()I!Afi~ 

CUb I UM 1e - ~DCJ Jla4e 

$ 10, 000,000} 

4, 000,000 
2, 5]6. 564 

$ 11,171, 5001 44,100 

101,000,000 

1.?14. 5QO 

12.0, 4:J0 , 100 

. - . 
7,6!16,709 

15,000,000 

9,000,000 
2,995.921 

• 10,000,000 10 

• 10 ,000,000 

• 'l ~~~-...,_ 

100,000,000 I )..o 

100,000, 000 

25,000,000 ,.. 

25,000,000 

15,000,000 

15,000, 000 

15(),000,000 
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PQBWC mB'' tOOIJftM!JOI Q!QLUJO lOip 

ltqwltie a M•»a' 

S.cur1t1ea oD h&Dd, June 30, 1937 •••• • •• 

S.c:ur1Uee \0 
1938 
1939 

be purcbe.... t!'Oa plbl1c Wins 
• • • • • • 148 

• • • • • • • • 62 

fc\&1 M CUJ'1 tie • 

S.curiUu \0 be ecld \0 
flaan~ Corpora UODI 

1938 •••• 
1939 • • ••• 

• 

• • • • • • • • • • • 

lleocne truoUon 

• • 
• 

1eo 
100 

S.CV1t1 .. which will be on han4 
JUDe 30 , 1939 • • • • • • • • • • • 

KMup\1 epA Depotltt 
lep\ea'ber 29 . 193'7 

• 223 

(Mtlllopt ) 

210 

89 
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-·-- .. p1er open\~ apadltv.e t 
Leciela'l.e, ~lal .a4 olYll ••tabl1eh.ente ..••..• · 
.. ,t.-.1 a.t-· ................. 0 0 •••••• •• •••••••••• 

...... _ •• peul- .a4 benetlh 
(cmol~ boaae pr-.., .. n\) ...................... . 

latere•• oa \be pabl1o 4ebt ••••••••.•. ••.•••.••••.•. • 
folal .............................. .... ........ .. 

I'UUo wo:dtat 
I'Ul1o 'lll&lltbp .................................... . 
... 110 ll'd c • 0 • 0 •••••••••••• • 0 • 0 0 0 0 0 • 0 •••••••••• 0 • • 

tiftn ..a u.z.t»ora ...•.... , .......................... . 
ftA (cr•t• u4 .-a. apen .. • ) .................... . 
Otlael' •• 0 •••••••• 0 0 0 ••••••• • •• 0 • 0 ••••• 0 ••• 0 ••• •••• 0 ••• 

lo'al . 0 •••••••• 0 •• 0 • • •••• • 0 0 ••• 0 •••••••• 0 •• 0 • 0 • 0 • 

~·,.tUft 
:Dlreo\ Nllef ... . .................................. .. 
Wodl: relief ......................................... . 
OlYiliaa Ooaeer9atloa Oorps •.••...••.•..•.••.••..•••• 

t.W ........................................... . 

.tll'l.aaltal'al a4JIYtMilt procn- ••••.•..•..•....••.•...• 

1oo1a1 -.cvtv ............. ......... · · .. · .. · · .... · .. · · 
ti-11 FTO'U •••• ...•.... ••,., .. ,, ••• •. •• · •.......... ·· 

fo\al -Oftrable apen41\u'" (aol'l&41tlc 
~ .a4 4eb\ reU~\) ......... · .... · · ... .. 

~ (u\) ........................................... . 
~rtp\10ae \ o oap1\al etook ••••.••..•••.• •• ..•.....• 

2,816.0 
2,466.8 

J,256.7 
2,775-9 

JOJ.l 
651.8 
46J.O 

l.§f:~ 

3~·1 

350.7 

lJ,97S.J 
1,666.2 

n1.1 

i.972. 

26,2lls,2 

1156.9 
1 .019.7 

s.m.s 
S,JJ9.6 

9.123.1 

2,091.7 
~76.2 

"·' 
52.116.} 
2,121.7 
1.131.\ 

total apa41wre• (uel'l&41tlc bCIIIIUI and 
bbt ret1..-nt) • • .. . • . .. . .. • .. .. .. . • • .. .. . .. • • 11, 9()1.4 16,JS2. 2 zr.~.s 56.078.~ 

h-.a 'PI"•:piQIIIa\ .• , .••••••.•••.•.••• , •, •..•• •. • • • • • • • •. 
JMl>\ ...,u.._,., ...................................... .. 

- - 2,230,2 2,230.2 
2.096.9 1.868.2 1 .!!!!2.1 5-~·' 

~ ~ ezpe1lc11 ~·· •...... •.. • . •••...• .. •.• •. • .•.• 
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J.ctusl n pen41 turea of t.ha Oon......,t for fllcal ;rea.ra 1926-1929 
(Cla .. 1tloat1ona 11lclwla ~ll4Hur .. froa both pa.ort'll and .-rpnc;y tull4a) 

(In ailliona of dollara) 

. 22S 

---------------------------------------------L~~~~~~~l~92~1~~~1~9~~~~~1~9~~~--~~~t~al~-

~ar operaUDC npeadtturea: 
LeclelaUn, Ja41c1al ell4 civil eatabliabmenta • • • . . . . . . . . . • 666.9 589.4 708. 6 1151.1 
•auoaal 4etnae . . . . . • . .. • .. .. . . • .. .. .. • • .. . .. .. • • • • . .. . • .. 579· 7 584.4 624.6 678.1 

2,816.0 
2,466 .11 

Vete ran•' penal on a l\lld benof1 ta 
(e:rclu41DC boD11e p roparuent) • .. . • . . .. . . . .. .. • • .. • • • . . . . . • 650.5 If's 723. 9 133.1 2,~.3 

Intlr11t on tho plblio debt .................. . . .. . .. ....... _~8:-:l'll:;;l~,q~-~~IJ..!;,7"1'0"_--,=-:!7~3~l.'-lll'-_,~6f'I!~lt---:C'f3 0 .0 
~tal ... ... . .. . . . .. . . .. .. ... . ....... . ................. · --..!2.., • .L7~!0J.!·:!:o __ __..2Ll• ~2...:•6!_.--..!2._,.~782!:8~ • .:L9_....£;21,;:;9!;!li0~:,_,6!....~1~1..,, l~l.:..·l!:o... 

Pnbll c 'to rko 1 
Plll:lllc bu1141DCO .. • .. . . • • .. .. • • . . .. .. • • . . .. . . • • .. • . .. . . • .. • 2.1 7. 8 6.I ~·:i m·l 
Plll:lllc bidlwqa • .. • .. . .. .. .. .. .. • .. .. • .. .. .. . . . . . • . .. . .. . .. 98. 8 92

5 
•• 5 91. 3 .9 

Rt••:r• o,D4 harbor• . .. .. • • . • • • • • • • . . . • . • . .. . • . • • • . • • • • • • . • . . . • • 70.3 6 f&. 72,.9 2.0 
Pl1 tsranta ~ adaln. ezpenaee) •• •• • ••••••••••••••••• • •••• -
Other •••••••.•••• ••.......••.••. . .••..... . .... . ..... . • ••••• ---:~l.:.;· 4r---::.:.8 '-!' 2~--::~9 •o.;5!---::~10~·.:;6'----=3le,1~,'!Ir 

~tal ........................ .. .............. .. ....... ·-~17cli!:!·~6 ____ _:17J...}l.!•.:L9 ____ .:l~IIO:!.I•.S2 ____ .,!;23l~.~o----....LI!ii~ • .L-I 

UD~Jo,.nt relleta 
lll.rect relief ........... . ...... . . .. . . . .. . . ............. • .. • 
-.l'k: relief •...•••...•.• · · · · • • • • • • · · • · • · • · · • • • • • • • • • • • • • • • • 
ClTilillll C):)n .. "ation Corp a • ••••••••••••• . ••••• • •••• • • • ••• ·---==-----=-----==-----=------=--

total ••••••••••• • ••••. . •••• . . . .••••.•.. . . .••• • • • ••••••. _ _ _::_ _ __.:_-=.. ___ _::_ ___ ....=.. ____ -=.._ 

Apianltural a4jnatoont procr ....... ... ..... ..... ............ . 

ata:lal SIICI&I'i t7" •• •• •• • · •• •.• • . • . • • • • • • • • • • • • • • · • • • • • • • • • • • • • • 
Ill ac»llaaeoua .•••••• ..•.•..... • •••••••••••• • • • . • • • • • • • • • • • · • • _ _ ......;:_ _ __ -=.. _ _ __ :_ _ _ _ ....::. ____ -=.._ 

~tal DOnrlocnrabl e e:rpen41tur .. (excludlDC 
bonua all4 debt rotirement) ••...••••. ..••.•••••.•.•••• 3,160.6 11, 11119.8 2,903. 6 

Loaa (ut) . .. • .. .. .. .. .. .. . . . . . . . . .. . . .. .. .. . . . .. .. .. .. .. . .. - 5 •• 6
0 

5.6 
$1bacr1p:J.ono to C&~Pital otoclc .. . . .... . . ......... . ....... ..... _ _ _ =----~1,.:.0~---=----'"2~---~6:::.0~ 

~tal oxpell41ture a (e:rcludin& bonua 
and debt retiroaent ) •••• ....••. . . ... . .. • ••••••• .. • •• • 2,1157.5 3,171. 2 2,90J. 6 2.969.1 

Bonue Prep~ent • . . • . . • • . . • . . . . . . . . . . . . . . . . . • . . . . . • . . . . . . • . . • - -
Debt ra t 1 rem en t ••.•• • . .• .. ••... . . .. . . . . . . ..••••••• .• .••...... _ _:li8~7~. 4!...._ _ __;o5~l::z.9~. 6:!..._ _ __:o5!;!ll0~. 3;t_ _ __.:549t:!:z~· 6:!,__.J2~.~096::2!!.<.:• 9L 

...... . . ... . .. . ... . .. ........ ..... . .. __ .:;~;,·L;;:9;;l;,;. o~~3~. 3~7;_;,7 ·;,:;1==3:;;·~509~· ~4 =:;3;;· ,:,;720;;;:.s~~l:;;3 ·;.;;9,;;;98;,;·;;_3 
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.A.ctual apell41 turn o! the OonnuMnt !or !heal )'Wore 19)0-1933 

(Olaaa1!1cat1ona include expenditure• !ro11 both pnerel and -rpn(IT flmde) 

( In ai111ona o! do1lara) 

:llcalG' openUag apeDilitveat 
LectalaUft, ,to.Uo1el end ciril eatablhlmenta ••• 

. \ i.o-.1 .., . .......... . .. . .. .. . . ... . ... . ...... . 

'let- • ' pena1oft8 and 'beM!1ta 
( • ol'II41Dc bomla prepqMAta) • •••••••.•..•••••• 

latereat on tbe ~lie a.b' ••·········•••••••• ••• 

totAl. • •• •• • ••••• • • • ••••• ••••••••••• 0 ••• • •••• 

~1o 'llllrb t 
.Ul l o ba.1141Dge •• ••••• • • • ••••••••••••••• • • • ••••• 

~11c hi~ • •..• • .••...•••••• •. • •.• • ... • • • • • • 
a ..... aa4 ba;rbora ••••• ••••••••••••••• •• ••••••• • • 

JID (create u4 adal.D. .xpeaan) ••• •••••.•.•• • • , • 

Ot her •• •••••• •• ••••••••••••••• • •• •• •••••••••• • , •• 

total ••• ••••••.••••••. 0 •• 0 • 0 •• 0 ••• t ••• 0 ••••• 

I 

-=~1=~1~~: •• .•. •. •.. • ......... . [. •.. ...•..• 

•rk Nll ef •• •..•...•• • • • •••.. •.••...• r· ......... . 
CIYillaD OoaaerY&tion Corpa •• •••••••.•••••••••••• 

!otal • • •• • •• • • ••..•••..•• • ......• . ... . ....•• 

AgriGaltnral aAJuat .... t p~ •• ••••••••······•••• 

looi.al lecuri V • • • • • · · · · · · · · · · · · · · • · • · · · · · · · · · · · • · • 
Jllaa..ll.ueoua •••••••••. •. •.•. . ••••.••.. t ••••• •• • • • • 

1930 

u .o 

To tel aonrecoYerahh expand1 t urea ( excludi.n& 

borma and debt retir_,t) .. .. .. .. . . .. . • .. J , 15J,4 

Loan• (net) • • • • • • . • • • • . • . • • . • . • • . • . . • . . . • . • . • • • . • . • 154.EI 
Snbacrlpt i ona to ~ital a took • ·• • ••• • ••·•········· 

Totel expenditures (exclud1J16 bonua 
and debt r etirement) ... .. . .. .. .. .. .. .. .. .. 3 , 301!, 2 

~~ Pr~nt. .... .. ........................ .. ... . 

'tloe'O\ T•\.U.-nel\t. - • • • • ... - ••••• • .... • • • ....... • • • • •••• • • 

1931 

J,o4l, J 

67.7 
174.4 
121.3 

13.9 
m .J 

3,418. 6 

233.0 

J,651,.6 

1932 

978.1 
707.6 

984.8 
'99·' 

86. 5 
209·9 
u6.8 

26.3 

3, no.o 

4o4.o 
627.0 

4.7111.0 

19)3 

697·5 
667.1 

s6J , 2 
619.4 

105. 9 
178,2 
111.4 

2'5.2 

350· 7 

150. 1 

J,696.J 
S74.4 
11.0. 7 

4,681. 4 

227 

3.256. 7 
2,775· 9 

12,1:53,] 

~
.1 

•• 3.0 

]6.11 

350·7 

1150.1 

13,971.3 

1,666. 2 
D 71 7 
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Acw.l apea41tur .. ot U.. an-r-at tor tl~ ,._... 19)11-1937 
{C1a .. 1t1oat1ou 1Do1u4.e ezpen"' tv .. t'roa both s-ra1 aa4 _....,. ta4a) 

{Ia a1l11oaa ot 4o1lara) 

1934 1935 19}6 

J·pler .,_..,laC a;•UQlnat 
Leciela'l.-, Ja4lolal aa4 clYll ea\&b11abaeata •.•. •.. .• 572.5 
•uow ~- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 540.} 

597.7 781.1 
709·9 911.6 

'I'd-•' peuloae aa4 'bnetih 
607.1 

' 228 

1937 

797.S 2,7"9.1 
9}5.1 }.09().9 

2,415,2 
{-11141ac boaa pi"IJopaat) ••..•• . •. • •. ·.......... .. 556.9 

Jatar .. \ oa the pllb1lo debt ••.•••. ; . . . . . . . •• . . • . . • . . . . . 756~,6~--..,~~~--=~~~--=~~~--=~~~ 
total . • . . • . . . . . . . . . . . . . . . . • . . • . . . . . . . . . . . . . . . . . . . . . ....woL:l':li!J;r..ls'--_.....u:WL_~~~-.la..!~~__.....:!:zt&.:l 

677·t 573·~ 
820 t 7lt9 3 ,~%:§ J:m:~ 2.m: 3,120:0 

hb1lo woaea 
hb 1lo 'llll1141.aea • • • • • . . . . . . • . • . • . . • . . . . . . . . • . • . . . . . . . • . 
hb1lo ~ •••• .•..•... ...••..•.... . • . ..•...•.... .• 
Pi nn aa4 barbon • ..•... . .....................•....... 
J1ll {craate aa4 a4m1a. expaaaea) •.•... . . . ..•..•...... . • 

Otlaar ............... ; ............ . ..... • .. · .. • • .. • • • • .. --:~o.f----:d:/:-~-----:~~-.,....J~~---::-~ 

total . . . . • . . . . . . . . . • . . • . . . . . . . . . . . • . . . . . . . . . . . . . . . . __;;j;a..;L__~b.l..---!!l!2.LL--AJ~!Li..-....1.t.~&!L 

17UIIplo,_at nlleta 
Dlreo' n1lat ............................. . · · .. · .. · · · ·• 
Won n 1let ...........•..... .. .. .... .......... .. ....... 

C1Ylllaa CoaMl"\'&Uoa Corpe ...... . .. .. ....... ..... ..... :-J~:t=~~:t=:t~::t=J::~~=::1~~ 
to\al . • . . . • • .. . . . . . . . . .. . .. . . . .. . .. . . .. . .. .. . . . .. . . &,..l.L22&..!!---""...I.loe!.I.:L- .£L.l.: 

.Acriaaltural ad,taataeat procr- ................. · ... · · · · · 290.} 
loolal leov1 v ... ....................... .. ............. . 
K1aoa11aa-.a .. . . . .. . . . .. . . . .. .. .. . . . . .. . .. .. . . . .. .. . . . . . _....!!.8.:.J7L------"OU.L----"""---.....::---.....ll!i~ 

743.0 :;112.6 ~.s 2,0911.7 
21!.~ 7.1! 1176.2 

21,1 6.8 30.6 

to'al IIOJiriiOOTerable expen41tur .. ( a:cludin& 
boaaa aa4 debt r etireaeat) ..................... . • 5,1}0.0 6,!)64.9 6,908.9 7.~.11 26,248.2 

Lo-.. (,,.t) . . . . . . . . . . . .. . .. .. .. . . . .. .. .. .. . . .. . .. . . . . .. .. 7118.6 
81lbecn"1pUou to ce:pital etock .... ....... . ......... · . . . . . -..!l!!l;2:!l.6..;. 5~...-_...:.;~i!..------!U.&.~--~"'---..U=t&.L 

80.5 -1~.2 -237.0 1156.9 
156.8 .3 37.1 1,01!9.7 

total a:pencllturea {a:c1uclln& boiiU aa4 
debt retlr.aeat) .. ... ... . .•.... .... ........ . ...•. 6, 745.1 6,502.2 6,80}.0 7.444. 5 27. 794.1! 

llo=.. prepqment .......... ...... ........ ... . ... ........ .. 

lle'bt reur-nt . ......• .... . .. ........... ... .. • .... · ... · . __,3!_;~5~9·:..<9~--"~i!..--....:=:2!.':.__~~~-...U.:~d 
1,673·5 556-7 2,230.2 

573.6 403. 2 104.0 1.4140.7 

'total. .xp ... cu..,..,.. .. . . . . . . . . . . .. . . . . . . . . . . .. . .. . . . . """'~~-..!a~:.::..-~~.w..-.::.r.~oo.i.-..U...:::i~ 
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Propriet1117 Intereat of the Ulli ted Str.t .. in GoTe~ntal Oorpor•t1ona .n4 Cred1 t .&cenolee, 
u of Jane 30, 1929 to 193J !/ 

(In lllllllona of d.ollr.ro 
22S 

I 192;9 1930 1931 1912 . 1933~ I 1934 19}5 1936 ___ , - 19ll . 
J'l-oe4 'llboll7 tros Gc>Ten~Mnt twlde! 

IIMoDetraction nn&l>ce Corp. • ••••.•....... 780 1,498 2,~ 2,~~ 1,= 1,1491 
~ \7 Crecl1 t Corp. • ..... . .... ...... ... :n =n-1,..ort Belike ....... ............... . 14 11 

1o 1bri<e .A41d11. • . . .................... - :~ 
312 1~2 

Btcloa.el ~c. Crecl1 t Oorp. • •••••••••.••• 150 1~ 1~ la ~tlo11 CreclJ.t Corp •••• ......... .•••••• 
40 42 42 ~ ....... Railroad Co •••••••.•••..•••• ••.•. • • ~ s/1~~ Sblpp1DC :Board Mercb. Jleet Corp. • •.•••••• 210 207 217 111~ 15~ 111 

War ... rpnCT ..,._nc1ea ... . ................ 14 
1M 

10 10 10 10 9 9 I 
.farm Loaa Bo f'J"d - Cb rp. LoaD a •• •• • • ••••••• 1 392 6211 5~ - - -
:rara Ore41 t .A41dn1etre.tion •.... . ....•• , ••• - iHlt - 1~~ 1i 

191 
Illlalld 'fe.terwqe Corp . 1 1 o o o o o o o o o o o o I o o I I I ~ 21 24 ::!4 ji ~ ladlroad Obl1sa\1ona ••• • •• •.•...••••••.... 55 40 39 38 31 
!-a .. e fllllq AUtbo, ty • } ..•. ..•••••••• ~ j 64 to n~ IIU!Ioietence J!omeate!ida R.A. .. ........... 24 
:r.clerl\1 Bouoing '-""' nl at r a tion • •. .. •.•••• • ~ ~ ~ L :r. 0. llor~ Corp .... ................ 
Jlllral :llectri cation Adllllnietrl\tion ...... & l{ 

\ O~r .......................•.........•..• 1 5 
\'o tal Group 1 353 1196 72.5 1,159 2,~ 3.319 3.317 3,031 2,721 

J'l•eoe4 psr~ troa GoTe=-nt .nd 
~ fro• p Tate tu.nde! 

-}¥ i¥ il 1~ 1ga 161 i II :r.dltr&l t.Dd BaDke ............. .. ......... j :r.cleral i:::r.dl.ate Ored1 t Bsnl<e .....•.• . di ~ »or~ Corp • .••.•..•••••••• 

!I Ieake for ~~r& 1Tee ••.•.......•.•••••• • 1~ ao .. I.oaa • ••••••••.••..•••••••••••••• 4i 1~ J::: 0-a.ra LoaA Corp. ••••• •• •• •••••• • •• •• 1~ 1M r&l II&TiiiCI A Loen Inauranco Gorp. • • •• 
:r.cleral SaTin&e A Loen Aeeoola tione •••.•• , 1 32 102 
:r.cle~~oit Inaure.nce Corp . ........... - - - 15~ 1~ 1~ 1~ 
'far Oorp . .... . ... . .... . ........... 1 1 1 1 1 1,1~ Total Group 2 33 34 35 1~2 230 930 1,185 1,222 

Gr.nd Total 386 530 760 1,921 2,774 4,2119 4,423 4,223 J,94} 

!J Source1 Anm~l PJ!;>Ort ot the Secrot1117 of tho ':r0&8UJ7, 1§jb; Dftll7 Tre:lWr7 Ste.tocont, Jul;r }1, 1937. 
7./ :Eot1-ted. }/ 'l'r""a1'orrod J'.C • .L ljJ IAoo thM one ::!illion. 
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no 
PDJLIC H1GR!AXS 

~thorisly Apt ot al\mt 16. 193§ 
APPOrtioned in December, 1936 ••••••••.•••.•...•• $216, 5 u 
'!o be apport tonK 1n Dre4eaber 193? •••••••• • •• ••• 21.6. 5 

f otal uutbor1eat1onl oa book• • .• • ••••••.•..•• • .•.••• . ... • ...• 433. 0 M . 

.,rgpriohd -
In .Lot of June 29, 193? • ...........•... , •... , ...... , ............ .• 2$· 5 

BAlance not :rat APPropriated 

!o be oppropr1 at t4 -
In n.xt deficienc:r bill •••••••••••• • •••••••••• •• $ 2,0 
Ia. 1939 a.wropri,at.ion bUl • , •.•..•..•. , .....• , .• 281 , 5 
Ia. 1940 appropriation bill •••••••••••••• •••••• .Jl25,0 

!'o be tmndt4 -
In tiactl x•ar ydty Jgpt 30· 19·38 -

Under Dac, 1935 and prior ~rtionoents •• 
Under Dac. 1936 opportioDAente 

In fiagtl lt&l' ending J~._30, 1931 -
Under Dec, 1936 APPOrtionments •••.•••••• • 
Under Dec, 1937 apportionments lJ . ..... • 

157. 0 
~ 

175, 0 
91. 5 

408, 5 

408. 5 

198, 15 

266, 5 

I n fieool rtor eM.inc June 30. f940 -
Under Dee. 1937 apportionment• lf ••• •••••••···· ·· · ····· ·AI 125, 0 

liote, l'roa t he foregoing 1t will be noted t"-t the budgets for 1939 end 1940 
are olread.:r couitted t o •e:w;penditw-.•• of $266, 5 U end $125. 0 U, ra­
spectl'felt. under autborisatione Alre.-I.Y enacted 'tv conue••· aaldnc a 
t otAl of ~91.5. 'l'bie will be rurther increaud b7 tho aaoW\t ar-
pended in 1940 under eny new prot;raJI authorbed b7 CoDQe••· 

A/ Tbia will be increased "tv aMOunt appropriated and elQI8nded under &111 
ne• prol!l'alll authorised "tv Congreaa durin& the cODiD& aeaeion. 

lJ !lot :ret &a4e. 

Aec~unta and Depoai te 
Oc:tober 4, 1937, 
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231 

JIUliLIO ma•qa 

J'iecal J'iocal 
7 .... 7ear Total 
1938 1939 

.bthoridn& M:t - - - - - 6/16/36 6/16/36 

.&pportiouent - Date - - - - -

, Jpport1o111!1en t - Aaount - - - - - $216.5 433,0 

Appropriated b7 Ooncreu - - (Deduct ) 
.&ct June 29 , 1937 34, 5 34. 15 

!o be ~propr1ate4 - - - - - - - - - - - - 192.0 216.5 .aa. l5 

In the next detioienc7 bill 
In tho 1939 annual euppl7 bill 190.0 281 , 15 

In t ho l9fo0 annual euppl7 bill 1215.0 

192. 0 

'l'o he e~n4e4 (ntiaate4) - - - - - - - -

1D tiecal 7ear 1938 (JUlT 1/37 - JUDe 30/38 1157 41 , 15 

In fiiCa]. 71&r 1939 ( I 1/38 - I 30/39 175.0 91. 5 

In tiocal 71ar 1940 ( 1 1/39 - 1 YJ/.0 1215. 0 

1157 2111, 15 216.15 1590,0 

'l'hh will be 1ncreaee4 b7 the -t to be e~nde4 Wider atJY new pror;raa athorhe4 

'b7 the caner ... 4ur1n& the nut .... ion. 
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• • 232 

friUWJ ~' 
D1Y1s1on ot Be•earob anO l\a\18\lCI 

D&\a-·-10/L m 

to: leon\UJ' .. .,.,-. 

Fr011: Jlr, 1r&u 

'!118 to\al nodp\a tlpre tor 

the thoal rear 1938-39 (eattaa\414) , 

abOilt wh1ob 7W jllat oalle4 • • h 

$7,172,711,000. 

Regraded Unclassified



•. ,~ ........ ........ . 
"'"'···· ~'- .... ~;,;;··· · ····················· 

(n ol..U.C -.,_ ,...,.,_, ) •••••• ••••• ••• •••••••• ••• 

J•t•r.•t • u . prdil lo " " ... ... , .. . ................. . 
tot.ai ,, , ,,, , ,, , , .,,,., ,.,, ., ••• •• , ,, , ,, , ,., , ,, •••• • 

..,.,., '·''"" 
,,,,.},\ 

~·· .1 

ditl .,.,, 
1 .1 

) ,IUI .f ) ,1\0.0 '·"'·' ,,1)0.0 

1,, \lt, 1 •. m:t :u·· .... 
U.) 1, ,, t,t rs.o 

.m:a .;:~ ~· •. Itt& •> j 

tto.o ,..,, 
~~ 

.,.. .... •• llj.O 
n .1 '·' ·~ 

6,56\,, '·~'·' 
1 .~, ., .:~ 

.... ,.,, "·' · 1g;; • ~r.o 

"' ' 15' I 
]J,l \S.O 

oo;;,;;~;;.;·· ;.;· ~w·;;~·;;;:::::::::::::::::::: : : : __ _,_ ___ ..;•1..1•---:...---~L--.::_---~---il:l.l.--..Jl12Jl..._....lli.;L_....l.!i.L--..i!.o.l..--..llt.1.--..U>2--'·' tS1&.1 1')),0 ..... ,~.-.... ., .• 110 t 

'•'-~ • .,.....u .. .. C.HboUac "-,... 
"''' r. u ,....,) . .... .. ..... .. ...... . ..... ....... I,,OJ., '·~·· \,\11.1 ,,,..l ),11}1.1 \ .,J'J.,O \ ,611.\ '· ""·' , ,a.r ,,.,}.0 ,, .. , I .AS. I 

'"·' 
1,57)., II'-I ,... , .. 11\U . l _ IO!t,O ..... 

! ,191.0 z,m .t t m.z t.l~L,_ l.r:t' 

!..!..--

Wt.i ,,, , YJO.l ";,, ~1~' 

) , 71011 ' tl·' ll~p:Lt , }))I f 2~\kl~O 

... p:tJII"TMD~ ' ' '"'''" ~ • ·•••~·· ~""'''''"' ' '''"" ' 
lltn " u r--ot ...... , ....... , ... . .. ..... . . , , .... I I, I ... , _..!\I!IIL·.l\c..._...Jil!J2t..·'L -. ,.:l!pse,.JI _ _ ...I!!!.JL_...J'-l,;L_....!!l!l..L __ !IJ.i, _ _ ..!!i!.o.I'--...ZI2.!L-...Jl4L--'!!Il.L~ 

fr\al ~1 ..... , , , , ,, , , , 1, 1, , ,,, 1,,,,, ,, , , ., , , ,, ,..li:O~DZU,l..iO:...._,l.l.ijWU.•li..._Jl:.!'9!:iL•~·-...,;I.lji8,JI...-.l.l11!.l...-.l!oii:I..Z...-.J.W.i.-...:1.1!:1.!~-l.lla.JI....,_loJ:Q,L-.£1111.Z...~,J,.!.!l~=~~~-

71(~ 

$7 f. :rt 

• 
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..................... .. ..... ............. ··m ··m 1,,: '·'" 1,2'6} l,ot6 ,,. ,. 
~ 511 u: ··~ ··~ ......................................... .. .., 1,~s 1,111? .,. 
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Address of the Secretary of the Treasury 
to be delivered before the ' 

Academy of Political Science 
at the Hotel Astor~ New York city 

Wednesday Evening, ~ovember 10, 19~. 

I welcome the opportunity to discuss before the 

239 

members and guests of the Academy of Pol1t1cal Science 

the subject of Federal spending and 1ts relation to 

the balancing of the Federal budget . 

Nineteen years ago tomorrow, we signed the 

Armistice ending the World war. '!bat war was enormously 

costly in human values, and it was enormously costly 

1n material values. In the two years between the 

middle of 1917 and the middle of 1919, the Federal 

Government sustained a net def1c1t·of twenty-two 

b1111on dollars. 
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During the past t our years, this country has 

been engaged in another war. This time our enel!zy' 

was a great economic disaster . In this war, we 

!ought w1 th jobs and with dollars to save tenners 

trom losing their !arms; to save home owners !rom 

l osing their homes; to give not only bread bUt ~ 

to the unemployed; to increase the security ot jobs, 

property values, and business profits; and to bring 

order out ot chaos in our economic system. 

This war, like that other war, r equired a many-

sided campaign under intelli gent and courageous 

leadership -- a leadership that was magniticent!r 

supplied by President Roosevelt. 
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Finally, this war, like that other war, 

required a large spending program. This program, 

plus the special needs arising out or the great 

drOught and the prepayment ot the SOldiers' bonus, 

necessitated net outlays during the tour years ended 

June 30, 1937, or some tourteen billion dollars in 

excess or our receipts. 

or course, it is easily possible to criticize 

some or the detailed uses or the rel1et tunds. Let 

us concede that there was some waste. In any 

expenditure program or such magnitude this is 

inev1 tal?le. But, contrasted 1f1 th the human and 

material values at stake , such wat~tes as may have 

occurre4 shrink into insign1t1cance. 
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We deliberately used an unbalanced Federal 

budget during the past !our years to meet a great 

emergency. That policy has succeeded. The emergency 

that we raced in 1933 no longer exists . 

I am tully aware that l1l8nY' or our problems 

remain unsolved. I am aware that there still remains 

a considerable volume or unemployment; that the 

speculative markets have recently been under severe 

pressure; and that our business indexes have recently 

shown a declining tendency. I am fUrther aware that 

some persons contend that another great spending 

program is desirable to ward otr the risk or another 

business depression. 
I o I 

'2.. q ')..J "" 
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I claim no prophetic insight into the future. 

But, a!ter giving serious and careful consideration 

to all or these and other !actors, I have reached the 

!irm conviction that the domestic problems which race 

us today are essentially d1!!erent !rom those which 

!aced us tour years ago . ~measures are required 

!or their solution. One or these measures, but only 

one, in the present juncture 1s a determined movement 

toward a balanced budget. 

Early 1n 1933, after three years or progressive 

deterioration, our whole economic mechanism was 

demoralized . Under these conditions , there was no 

agency outside o! the Federal Government with the 

resources and the courage to bring abOut a business 

revival. 
rJ 

~- J I 
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Today the s1tuat1on is greatly changed. We 

are now nearing the end or one or the most active 

years 1n the business history or t his country. On 

the whole, this high level or activity has been or 

a healthy character - not or the character that 

usually marks an unhealthy boom and precedes a 

serious depression. The present situation is not 

characterized by the existence or huge inventories , 

high interest rates, over-extended credit positions, 

or great surpluses or housing and cap1 tal equipment. 

We have not reached the stage or tull employment or 

our productive resources. On the contrary, trom all 

these standpoints, conditions are favorable tor a 

continued increase 1n the level o! business activity. 
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'l'hts stands in contrast to the unhealthy 

excesses o! 1929. It stands tn even sharper . 

contrast to the banking collapse, the bread lines, 

the bankrUptcies, and the general demoraltzatton 

ot 1933. --
Desptte tbe eubetanttal increase in the publ ic 

debt during the past :rour years, the credit o:r the 

Federal Government has remained absolutely unimpaired . 

Not once dUrtng even the darkest dayS o! the 

depreseton d!d the Treasury experience the slightest 

dt!!tculty in borrowing all the tunds that were 

required. Moreover, the rates o! tntere~t on our 

borrowings have been lower, tor comparable securities, 

than at any other tiiD9 in the history o! the country. 
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But the under lying conditions that made 

deliberate deficit spending the wisest kind of 

policy during the depression have been altered 

during the progress of recovery. Thus , when we 

borrowed during the depression to finance our deficit 

spending, a large pe.rt of the tunds was obtained 

through an expansion o! bank credit. To this 

extent, our spending did not absorb capital tunds 

that might otherwise have gone tnto prtvate 1ndll!try, 

nor did 1 t absorb by taxation) tundB that might 

otherwise have gone into private consumption. Even 

to the extent that our bondS and n:>tes were purchased 

by non- banking investors, the e!!ect was largely to 

put to wor k capital runds that would otherwise have 

remained idle . 
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our industrial recovery ot the last year, 

however, has created large new demands tor private 

capital . our comercial bulks have been agaln 

utilizing thelr credit resources tor the financing 

ot private industry. During the present calendar 

year, the insured comercial renks ot the country 

have substantially reduced their holdings ot Government 

securities in order to meet actual and prospective 

demands tor cOIIDliSrcial credit. 'nle obligations that 

they sold, plus an amount equal to the securities 

newly marketed by the Treasury, were purchased by 

investors . Any deficit spending under conditions ot 

active demand. tor private capi tal1 would have to be 

f inanced i n large part by capital tunds that would 

otherwise be available tor buSiness purposes. -1 ' ..,. 

~ 
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The baste need today ts to roster the_tull 

appltcatton ot the d::vtng torce ot prtvate capital . 

We want to see capital go tnto the productive 

/ 
ch~:.nnels ot private industry. We want to see prtvate 
--

/ 
business expand. We believe that much ot the remaining 

unemployment wtll disappear as private capital.JWldB 

/ are increasingly employed in productive enterprises . 

We believe that one ot the most important ways ot 

achieving these end.s at this time is to continue 

- / 
progress toward a balan9e ot the Federal budget . 

• • • • • • • 

I turn now to the immediate practical aspects 

ot budget balancing tor the coming fiscal year. 

What are the controlling !igureB7 

Regraded Unclassified



249 

- 11 -

Our total receipts for this year were esttmated 

in the President' s budget summation of October 19 

at abOut six billion six hundred and !ifty millions, 

and our total net expenditures at abOut seven blllion (J__\ 
three hundred and forty-five millions, leaving an 3 J 

estimated net deficit of six hundred and ninety-five 

m1111ons . 

To attain an ordinary balancing of the budget 

next year -- that is, a balance a!ter !Ull provtston 

tor accruing liabilities for old-age benefit payments, 

but exclusive of debt retirement - 1 t would be 

necessary to accomplish a net improvement or about 

seven hundred m1111on dollars in our budgetary 

post t1on, as laat estt.mated. To be prudent, we 
I 0 ~-

1. 1 -LI. 
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should not count on an increase in revenues next 

year !rom the existing tax structure. Nor should 

we impose additional taxation. Instead, we Should 

I" / I" 
plan to bring next year's expenditures within this 

;' / 
year's income. 

But where can cute totaling seven hundred 

m1111ons be made? Arter a careful study or the 

whole problem, I have come to the following 

conclusions: On tile one hand, while everything 

possible is being and will be done to keep a tight 

rein on the regular operating expenses or the 

Federal Government, including the national defense 

and interest on the public debt, I do not believe 

that we can Und large savings in th1s field. 

Further, our expenditureS u!Xler the social Security 
I I \o 

l.,.O.lO 

2SG 
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Act will increase next year. 

On the other hand, by f ocusing attention on 

the several cl asses ot expenditures that have been 

mainlY responsi ble tor our past deficits -- namely, 
.... 

~ ~ 

public highWays, public works, unemployment r elief, 

and agriculture - it is apparent that great savings 

can be made . 

Let me give you an idea of the possibilities 

tor savings 1n these fields. 

First , take the item ot h1ghW8Y expenditures . 

Prior to the depression, the Federal grants to the 

States tor publiC highWaY construction generallY 

ran under one hlU'Idr ed million dollars annuallY· ntis 

year the total Federal outlays tor highwaYS , inclusive 
91 --,'\>3 
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or emergency expeD11itures, are estimated at two 

hundred !itty-three m1ll1ons; and, in addition, the 

existing highWay programs call !or new appropriations 

totaling more than !our hundred million dollars tor -
~he next two years. I believe it is now time to 

return to the average annual level or highway 

expenc11tures that existed prior to the <lepression, -
especially because during the past !ew years many 

other millions o! dollars have been spent tor 

highways out at rel1e! appropriations. 

Second, there 1s the !ield o! public works, 

other than higbW&yS, on Which we are spending !tve 

hundred an<l seventy-three m1111ons this year. 

'ft11s u a greater 8\lll than the total that was spent 

tor ws purpose during the entire ttve-year period 
- - 1'&..1 

'i< I 'I.-
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between 1926 and 1930, inclusive . Next year, 

despite the tact that there will be available !rom 

appropriations and allocations already made t or this 

purpose more than s1x hundred millions, I believe 

that we can and should move de!1n1tely torrard a lower 

level o! public works outlays . 

Third, I sincerely hope that employment conditions 

will make possible a turther substantial reduction 

in our outlays tor unemployment relief and the c.c.c. 

camps . During the present !!seal year, by reason o! 

more active private business , these expenditures are 

already bei ng reduced by more than seven hundred and 

!i!ty millions below last year's. 
IO ~ 
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I turn next to our expend1 tures on behal! or 

agriculture . 'nle total or this year' s expentlitures, 

exclusive or public highways, !or the regular 

activities or the department , the soil conservation 

program, rural electr1!ication, resettlement , 

commodity loans , and lower interest rates !or Federal 

land bank borrowers, exceeds nine hundred ~1111on 

dollars . Despite the magnitude or this sum, you -
are all aware t hat possible rurther measures 

·invol v1ng large add1 t1onal expend! tures are now -
being discussed . 

I am strongly 1n ravor or a long-range progrBIII 

to maintain the independence and the purchasing 

power or the rarmer. Such a program must take into 

q ~ 
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cor.~ideration the farmer's opportunities in the 

toreign markets as well as in those at home; and 

no agricultural program can long endure Which makes 

excessive demandS upon the Federal Treasury, or is 

/ 
unfair to consumers. The farmer himselt does not -- -
want subsidies , but rather such fair prices and 

such balanced prodUction of crops as will make 
/ I / 
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subsidies unnecessary tor h1S decent economic status . -
Balancing the budget 1 s as much in the interest 

ot farmers as in the interest of other pe.rts of our 

population; and it requires the cooperation of the 

t armer as well as of other sections of the public. 
1 a f 

ISO~ 
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Only wtth the solid bacldng o! the public can 

we hope to achieve economies totaling seven hundred 

millions 1n the tour fields that I have ctted. 

• • • • • • • • 

·'nlere may be some persons who would counsel 

a more drastic reduction o! expenditures or a program 

ot tar heavier taxation 1n order to make certain a 

more substantial reduction 1n the ~bl1c debt in 

the next ttscal year. There are serious objections 

to either o! these courses . 

I have already indicated that I believe it 

undesirable to uv.:rease taxation. There are equally 

compelling reasons WhY we should not redUce 

expend! tures t oo suddenly aro too drastically. 1-
/ 

strongly tavor a vigorous program tor the pro~ss1ve 
"' 
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/ 
reduction o! !e~eral ..!.xpendi tures to the m1niliJillll 

_d_e_ma.n_ d_e_d __ b...:.y_t_h_e_Go_v_e~ent' s resp.2nsi~.!.!_ies. 

Obviously, however, one reaches a point in 

reducing Government expenditures at which no !urther 

257 

reductions can be made, unless i t is decided to· ,.._.., 

cripple many essential governmental activities --

in other words, unless it is decided to make drastic 

changes in national poliCY· For example, it would 

mean consideration o! such t hings as weakening our 

national de!ense , and slowing up or abandoning !lood 

control, soil erosion prevention, and relie! tor the 

aged and the unemployed. such a course, I believe , 

woul d not have the appr oval o! either the American -
people or their elected representatives 1n Congress . 

1"1 --- -1 1-'\ .. 
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Moreover, 1t would clearly be disastrous to -
many o! the ?eedy unemployed, and disruptive to 

many sections o! private industry, i! we were to 

cut Government expenditures 1n the coming !!seal 

year by much more than the amount I have indicated . 

We are de!in1 tely in a trans! t1on period between 

unbalanced and balanced Federal budgets ; but I · 

!irmlY believe that there 1s just as much danger to 

our economy as a whole 1n moving too rapidly in 

t his direction as there would be in not moving at 

all . 

Relatively !ew persons realize t he striking 

!act that the net improvement this year tn the 

budgetary post tion o! the Federal Government as 

est1matec1 will amount to ~re than two bUllon dollars . 
~~ ~ 

~~1~ 
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In other words , the net deficit this year is 

estimated at less than seven hundred millions as 

compared with more than two bill1.on seven hundred 

millions last year. 

This net improvement or more than two billion 

dollars in a single year provides the best answer 

to those Who, in most cases ignorant o! the true 

facta , have publloly 4aapa!ra<1 of our ab!l!ty to t ~ J 
balance the Federal budget . 

TrUe , much of this year's anticipated budgetary 

improvement comes !rom increased revenue, but we 

are supplementing this by also seeking reductions in 

expenditures. 
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In addition to these considerations, I should 

like to point out that, as a result or the Social 

Security Act and related State laws, it is estimated 

that the Federal Government next year will receive 

more than one billion dollars net t or investment 1n 

Government securities tor the unemployment Trust 

Fund and the Old-Age Reserve Account. Although this 

investment will not change the total amount or the 

public debt, it will with a balanced budget result 

in the transfer to these reserve accounts or more 

than a b1111on dollars or Government obl1gations 

now held by private investors . 

Even during the decade or the Twenties, when tte 

Treasur;y was r eceiving large payments or interest 
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and principal on war debts, and trom the sale ot 

surplus war materials, the maximum reduction made 

261 

in any single year 1n t he public debt held by private 

investors was about one billion three hundred 

m1ll1ons . The .rate at Which 1 t !s sate to reduce 

the public debt in private hands depends upon the 

rate at which private tunds !low into investment 

channels. It is unsare to go too rast . 

• • • • • • • • 

Although we are not contemplating any increase 

in the total tax burden, the character o! our tax 

structure is being given earnest consideration. 

The Federal true system a!tects every one in the 

country. we 1n the Treasury in study!ng tax problems 
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have two objectives always before us: First, that 

the tax burden shall be distributed as fairly 88 

possible, and second, that the collection of taxes 

shall be as little burdensome to the taxpayer as 

possible. 

It 1s with these alms that, by direction of the 

President, we have been reviewing the whole tax 

structure in the last few months and are just now 

in the process of presenting to a committee of 

Congress the information we have collected. The 

study has not been directed tcw1ard raising additional 
-

revenue. Instead, we have sought to determine Whether 

there are inequalities and injustices in the --
distribution of the tax burden and Whether there 

/U -7" 7 
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are some taxes whose cost o! collection and Whose 

burdensome et!ect outweigh the revenue gain. In 

addition, we want to simpli!y collection and make 

the taxpayer' s record- keeping less d1!!icult. ---- • 
We r ealize that our tax laws~ too complicated; 

we want to make them less so . We realize that there 

are inequities; we want to eliminate as many o! them -
as we can . 

In making this study, we have tnvi ted the 

assietance and the advice o! groups o! taxpayers 

and o! individUals. We want to ooar the taxpayer's 

side o! the story. we want all the !acts we can get 

and we have obtained both racts and opinions . 

I oY 
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Our tax revenues come largely !rom individual 

earnings and business profits . We do not wish to 

impose levies which tend to dry up the sources or ---
tax revenue . The laws should be so written and -
administered that the taxpayer can continue to make 

a reasonable profit with a minimum or interference - / 
!rom his own Federal Government; provided that the --
taxpayer cooperates with his Government in carrying 

~ / 

out the ~rpose and the spirit or the tax laws. or --
course , tax policy cannot properly be determined 

!rom exceptional cases . We must look at the whole 

picture . we base our decisions on extensive 

1ntonnation and upon analysis or actual tax records . 
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The amount o! our income- tax revenue is only 

about hal! our total internal revenue . Less than 

three million people out o! our total population 

pay individual Federal income taxes. We would be 

applying the principle o! capacity to pay more justly 

1! we were to reduce the number ot consumer taxes 

and at the same time to increase the number o! 

income tax payers. Taxpayere Who are squarely --
confronted with their own tax burdens are bOund to 

be keenly alive to the way the money 1s being spent 

by their Government . 
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The budget now nearing completion is predicated 

on a definite estimate or receipts , based on the 

existing tax structure . It ts a cardinal point or 

our policy that the tax system, as revised, must 

not yield a smaller return t or 1939 than the present 

system would yield . 

Let me repeat: We want to adjust inequalities 

and remedy detects in the tax laws. In doing this, 

we have sought the help or the taxpayer and have 

given him a sympathetic hearing. It we tlnd that 

t he operation or any particular tax ts unfair ~ --
stand ready t o say so publicly. 

• • • • • • • • • 10 I 
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Wy object this evening has been to present, as 

clearly and as !rankly as I know how, a comprehensive 

picture ot the Federal expenditures and the budgetary 

outlook. I have tried to make plain the underlying 

economic r easons, as well as t he humanitarian ones , 

tor the past deficits; and I have tried to bring out 

clearly the consi derations that now demand turther 

definite steps toward a balanced Federal budget . I 

have shown WhY, tn my opinion, this balance should be 

sought b.Y a r eduction 1n expenditures without an 

increase tn the total o! the tax burden. But I have 

also shown that there is a limit to reductions; and 

that be.lanctng at budgets needs the help o! industry 

to keep up t otal tax receipts unless we are again to 

resort to detic1t ttnanctng . 
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'nle principal aims o! our budgetary policy 

have been, and I hope will continue to be, to 

promote a high level and healthy character o! 

business activity, a maximum volume o! employment . . 
at good wages in private industry, a reasonable -
return to capital and enterprise, !air treatment 

!or our agricultural population, and adequate 

revenues to meet the services now demanded o! the 

Federal Government . 

The attainment o! these ends rests very greatly 

on private initiative and on the cooperation o! 

private enterprise . This is a necessary supplement 

to any e!!orts which the Government can put rorth. 

'nlis Administration is going to do everything 

-
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possible to promote a continuation ot recovery 

and to balance the budget through cutting 

expend! tures. But I wish to emphasize that 1n 

no event will this Administration allow anyone to 

starve, nor will 1t abandon 1ts broad purpose to 

protect the weak, to give human security and to 

seek a wider distribution ot our national income . 

We are confident that, with the tull cooperation 

ot the business world, our present ditt1cult1es 

will be overcome ; and that the alms that I have 

269 

set torth above, which are properly those ot private 

bu.siness as well as those ot the National Government, 

will be achieved, 

-oOo-- I o "-

0 
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C.wTlO!I - Jl.!'!lJlll !!I.Jl,S'B The follo~ -••-11 • '--·· • .. ~ .....,.~ ... b7 Secretar7 
or gen.,..,.. 1a f er , reloaao upon delivery, which 1a expeetod to 

begin at 9130 P .ll., J:aotorn Sto.ndard Ti.oo Yednee~ evonl.Jl,g 
lfovembor 10, 1937. lt wet be trea ted a.' C!IIPLirELI cOlllmMiu. 
until it bAa boon deli ver ed • 

.Lddreae of t.>te Seeret&r7 of the TrOASUI7 
to bo delivered before tho .Acl>deqy ot Pol1 ttoal' ScioDCe 

at tho Botel A&tor, Jew Tcrk Ci~ ' 
Yedneo~ evening, !loveober 10, 1937. 

1 welcone tho opportunity to diacuoe boforo the ceobors and guooto 

of the A.cadq' of Political Science the oubject of Federal spending and 

its rolaticn to the balancing of the lederal bu~t. 

Nineteen yeoro 8{;P tcoorrow, ve oi4!'10d the An:ist1ce enditv. the 

World 'far . That war wna enorcously costly in h= value a, and it wae 

enomoualy costly in co.toria.l valuea . In tho t 110 :tears between the 

niddle of 1917 and tho niddlo of 1919, tho fodort\1 Governoont auota1ned 

a net dofici t of twenty-two billion dcllnre . 

2:'C 

])u'ing the peat four yurs , t his countr:t !Ins boon e~d in Another 

war . This tine cur one~:~T wea a great econcnic disAster. In t his VAr, vo 

fou~t vi t h jobs and with de liars to save tamers free lcsing their f81'1:11 l 

to save h one ognoro tree l oaing their hones; t o r,1ve not onlY broad but 

work to the unecployed; to increase the aocurit.Y of jobs, propert-Y value•, 

and business proti ta; and to bring order cut of chaos 1n cur eccnccio qetea. 

This var, like that other ..ar, required a n&DY- oided eaapaigc under 

intelligent and courl!4eou• leadership - A londerehip that wae ~fi-t:IT 

supplied by President Roosevelt. 

J'inally, thh WAr, like th4t other war , requirod a 181'(10 epecdin« 

progran. Thio progriiC , plua t ho special need• ariaing out of the gre&t 
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drought and the prePOI!Tlent of the aold1er1• bonus, necesait&tod net out-

la¥a during tho four )"eo.ra ended -Tune 30, 1937, of aooe fourteen billion 

dollars in exceee of our receipts. 

Of course, it ia easily pcssible to criticize lODe of the det,ilod 

uaeo of the relief funds . Let us concede that there vas son~ aaeto, Ill 

acy expenditure progrO<> of such n&«nitude t hie 1a inevitable. But, con­

traeted with tho hll!:I8D and caterial valu,a e.t atoka, such we tee a a DD:I 

have occurred shrink into 1na1f!lll.ficance, 

l'e delibaratoly uaed an unbalanced J'ederal budget during tho peat 

four )'ears to aeet a Groat ecergenc)". '!'hat polie)" baa succeeded. 'l!le 

ecergenc;r that we faced in 1933 no longer exhto. 

I ""' fully awo.ro that C3J\Y of our proble~:~s recain unsolved. I &CI 

aware that there et1ll reca1ns a considere.bl e volUCie of unecplQ)"CCent; 

that the speculative aarketa have recently been under aevere preuuro: 

and that our bueineu indexes have recently ahovn a declining tendene)". 

I lll:l fUrther a.,..., that aooe persc.na contend that another great apendinc. 

prograc 1s desirable to ward off the risk of anothF business dopreuion. 

I claitl no prophetic insight intc the fUture. But, after givillg 

aerioua and careful oonsideration to all of t hoae and other factora, I 

have r eached the !ira conviction t hat the doaoatic probleos which face u' 

toda)" are essentiall)" diffarent froa those which !aced us rae. ,.are ..,o. 

llan)" a.asurea are required for their aolution . one of these aoaourea , 

but onl)" one, 1n the proaent juncture 1e a deter~:~ined coveaent toiii'Z'd 

a balanced budget. 

llarl)" in 1933, a!tor three )'earl or progroasiVO deterioration. our 

whole 8COnot:liC mechaniiD W&l demOralised. Ulldor theSb conditiODI, thoro 
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was no agency outside ot the Federal Governme~t with the r eaourcu and 

the courage to bring about a business r evival , 

Toda,y the 11 tuat1on 1a u .eatly chan&ed. We are now nearing the * 
of one of the most acthe Tears in the buaineu history of this cOUIItry, 
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On the whole, this high level of nct1vit:y hes been of a heal~ charact er ­

not of the charncter that usually marka an unheAlthy booe and precedes a 

serious depression. 'l'he present si tuntion 1a not character ized b7 the 

u1e t ence ot hugo invent ories, h18h intereat r Ates, over - extended cred1~ 

poaitions, or graat aurplusea of houaing and cApital equipoent, We llaYe 

not r eached the atage of full emplo7111ant of our procluctive reaourcea . en 

tho contrary, from all theae s tandpointa , cond1 tiona .are favorable tor a 

conti nued incraase in tho lovel of business activity, 

This stand& in contraat to the unhealthT excesses of 1929. It atnndo 

• 
in even sharper contrast to the banking collapse, th~ bread linea , tho 

bankruptcies , and the genernl demoralization ot 1933. 

Despite the aubatantial increase in the public debt during tho paot 

four Tears, the credit of t he Feder al Government hes remoinod &bsol ute)J­

unimpaired, Not once during even the clarkeot d8¥e of the dopreaaion Sid 

the Tre&sury experience the aligjltcst difficultT in borrowing all the tundo 

that were r equired. Mor eover, the ratea of int erest on our borrow~ 

havo been lower, for coaparnble• securit1ea, tb&n at anT othar tiiiiB in the 

histo17 of t he country. 

~t the underlTtng oond1t1ona that mode deliberate deficit oponding 

the rlaeat kind of policy duri ng the depr eaoion have been altered durinc 

the progress of r ecovery, 1bua, when we borrowed during the depreooicn 
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to finance our def ioi t spending, n lo.rge po.rt of tho tunda llna obtnined 

through an oxpanaion of 'bank crodi t. 'l'o thit oxtont , our apend1nc did 

not absorb capital tunda th!>t lllight otherwiae hnvo gene into priTato in­

duatey, no• did i t absorb liT taxation tunda that 11ight otherwiao have cone 

into privnt e conaumption. lven to the extent that our bonda and notoa 

wore purchased b;y notr-bDllking inveatora, t ho ef foo t vas l~gel;y to put to 

work capital :f\mda t hllt would othenise hllvo r emained i dlo , 

Our inchlatr illl r ocov017 of the last ;yoo.r , however, has crented largo 

new d=da for privo.te cap1ta1. Our co ... ercilll 'bllnlcs have beon aenJ.n. 

utU1zint: their credit reaourcos fer tho financing of privata induat.,., 

Dllrint: the present co.lenw ;yenr, tho insured comcoroinl bDllke of the 

count.,. hnvo substnntinll.y reduced thoir holdinga of Government aeour~ tioa 

in order to moot BCtuAl nnd prospective domanda for com3rcia1 credit, 'lho 

obligntions t.'>at tho;y aol d, plus an OJOOUDt oqu~>l t o the oecuritioa nwl.y 

mo.rlcotod b;y tho 'l'ronour;y, wero p>roheaed b;r invoatora. ~ doticit 

spending under conditione of act ivo d=d tor private capitnl llOuld he•o 

to be financed in lo.rge po.rt liT. capi t<ll. tunda tho.t llculd otherwioo bo 

availnblo for business purposoe. 

'!'he basic need toda1 ia to foster tho tull application of tho driving 

force cf private capitlll . 'l'e 171Ult to aeo capi tal CO into the produot1Yo 

cbannola of private inchlatr;r. 'l'o want to aoo priYato businoaa oxpan4. We 

believe that much of the romaill1Dg unecplo1Dent rill diaappetor 08 priYate 

capital tunda are increruoinglj" ecplo:red in pro duo t1 ve enterprhea. 'l'e 

bol1evo that ono of tho moa t IJ:Iportnnt .m.Y• ot GChieving theao onda.at thil 

tino ia t o continue progreaa townrd 0 bnlAI>Oe of tho Jodernl ~t. 
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. . . . . . . . 
1 turn now to the il:lmediate proct1eGl. o.apeete of buag.t 'bolaneinc 

tor the conill6 fit cal :vear. lhat aro the contx-olU.ng tigul'eal 

Oul' total receiph tor this :vaar vere eatiD<lted 1n the Proa1clent' e 

buc!&et ~~U~ZGtion of October 19 at about eix b1llicn aix hundred an4 fitt;:v 

nillicna, and our total net expendi turu nt nbout ae.-en billion t!lroo 

hundred and tort;v-tive millions , leaving o.n oe t int>ted nat deficit of 

aix hundred and ninot;v-five ailliena. 

'1'o attain an ordinary b3J.anc1ng of the budget next :vaar - thet h, 
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a balance attor tull pr ovision for accruing liabilities for ol~ benefit 

~enta, but axclueivo of debt retirenont - , it vould bo nocee141'1 to 

110conpl1ah a not improvement of about . a avon hundred Gill ion dcllo.n in our 

budgetary position, as laet ostiontad. To bo prudent , we ahould not. count 

on an increase in revonuea next 7ear tron the ox1atlns tax etructure. Ior 

ahculd va impoae o.dd1t1oo.e.l tamt1on. Inet.ad, ve .ahould plan to brine 

next yaar's expenditure• vithin this ;roar'• incone. 

:But were can cuta total.ing seven hundred oilllona be Mdol After 

a caro:f'ul atud;y of tho vhole probloo, I havo cone to the folloainG oonclua1onal 

On the one hand, while everyth1DG possible h being and vill be done to 

keep a tight rein on the regular opernt1ng expense• of the .Pederal Oo•~ 

cent, i.ncluding the nnticn.Gl. defanae an4 int e r eat on the. public debt, I clo 

oct believe thllt we Clll1 t1D4 largo ... ~ in th1a field. Jurther, our 

expenditure& under the Social securitiT .l.ct will tncreaaa next year. 

On tho other hand , b:V f~.ing attention on the aeveral clo.atee of 

expend1 turea that have been naimlY r uponeible f er our paat detioit• -

nnGelJ' public h1sjlWQI'I, public vorkl , uncopl01t!Ont r elief, and agr1oultur•-. 
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it ie apparent that great ae.vinge ean be ID!lde . 

t.et me give ~ou an idea of the pouib1lit1ea f or aaviugs in thue 

tielde. 
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l'iret, take the 1t8111 of hi.ghwa:r expendituree . Prior to the depre11ion, 

the Feder a l grants to the Statee for public hi~wa:r construction gener3ll7 

ran under one hundred million dollar a annually. This year the total J'oderal 

outl~s for highwa;ve , inclusive of emergency expenditures , are ea t imat od 

nt two hundred fUt.;v-tbroe millions; and, in eddi tion, the e:de ting h1Dt­

W:V prosr'!"'• call for now appropriat1o;ta totalina more than focz hwldrod 

million dollars for the noxt two yeere. I belicvo it i s now ti.lllo to ~oturn 

to the average annual lovel of high~ expenditures thnt e:dstod prior to 

the depression , eapocinlly beco.uso during the pos t taw yoars mony other 

millions of dollara have been spent tor highweya out of relief appropriAtions , 

Second, ther e 1e t ho field of public worke, other than high~a, 9n 

which we a r e spondi.ng five hwldred and sennty-three millicns thia yoar. 

This is a greater sum than the total that 'liDs apent for this . purposo durinf: 

the entire five-yeer period between 1936 and 1930, inclusive. Noxt :roar, 

doopito the fact that thor o will be available f r om appropriations and allo- ~ 

cations Gl r oad,v made tor this purpose moro than aix hundred ailliona , I 

believe that we enn ,n4 ahould l:IO'te dofini toly tovard a lover lo?Ol of 

publ!e works outlaTB• 

Third, I aincerel7 hope t hat emplo)111ont condi tiona will l:IBlce pollible 

tl f unn-lOf"'ODt r oliof and 
n fUrther suboto.ntinl reduction 1n our ou BY• or -r 

the o.c.c • campa. D.ll'illl; tho present fiecal :veat, b:V roason of moro GetiVe 

pr ivat e buaineaa, t hos e axponditures aro alroaey being reduced b:vmor o than 
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aoven bundrod and !1ft~ millions below lost yeor ' •· 

I turn next t o our expondi tures on behalf of ouiculture. !ho t otBl 

of t hiu year's expendi turea, exeluaive of p.~blie hi~, t or t he r ocular 

activities of tho dopartcent, the soil ecnaorvot ion proG'ac, rur~ oleo­

trifiention, resettlement, eomaodi~ loans, and lower inte r est r~tot for 

J'oderal land bank borrowora , exceeds nine hundred million dollars. DoopHe 

tho mo.gnitude of thio aum, you are Bll aware that poaeiblo rurtpor mooauroa 

involving large additional expenditures are now being diaeuaaed, 

I a: strong)J' in favor of a lon~:-rango pr~graa to oaintain tho 1n4&-

pondenee ond the purehoeing pover of t he tarcor. Such a prcgrac l:llltt tlllto 

into consideration tho farcor' s oppor tuni Uoa in t ho foreign marlcota "' 

well as in thoao at hot~o: and no agricul turnl pr ceran can lona endllro which 

make a 0xeoni ve deCI&Ildo upon the J'edoral Trooaur;r, or ia unfair to con­

sumer a. Tho farner hinaelt does not vnnt ouba1d1aa, r ut rather auch fair 

price& &nd SUCh 'ball\Deod production Of CfOJ)S 01 will cake aubaidiOI U&o 

neeaasa%7 for hia deeont oeonot~ie status, 

:Bale.noing the budget is as OJUch in tho interest of tamers oa in the 

interes t of other part e of our populntion: And i t r equir 9a t he cooperation 

of the !art~er as well aa of other aeeti~n• of tho p.~blie. 

Only vi th t ho solid \aelcing of tho p.~blic can we hope to o.ehiovo 

-'111 in tho tour fieldt tbot I have 
eeono,.Ues totaling aoven hundred .,. cne 

ci ted. . . . . . . . . . . . 
-L would eouneol o more drastic r eduction 

There rJSg be s0108 por oons wnO 

- of tor hea•ior t&Pt ion in order to !>Nco 
of oxpendi turoe or a pr oG'-
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corU,.in a aore eubetontial reducticn in the public debt in tho .noxt fiecal 

7&ar• There are serioua objections to either of those courses . 

I have alread,:r indicated that I believe it undesirable to incrooao 

taxation. Thoro aro eqUally coapellin& rOM0\18 ~ ve should not roduco 

oxpendi tures too euddonl7 Bnd t oo drastically. I stron&l.y favor n vi8(lroua 

progr= for the progroaeive reduction of Federnl expet>ditures to the 

mini= demanded b7 tho Government's reaponsibili ties . 

Obviously, hovever, one reaches a point 1n reducin& Gcvermoent ,,._ 

penditures at 'lhl.ch no turtbar reductions cBn be Dade, unless it 1a c!ecided 

to cripple DaD1f oaaential govenmental activi tie a - in 9tber vorda , unlesa 

it is decided to cake drastic cbBngea in notional poliC7• For exnople, 

it wuld mean considerntion of such thin;:11 no wo:U<onin& our notional 

defense , and sloviDg up or abandoning floc~ control, soil erosion prevention, 

and relief for the aged ond the un01:1ployed. Such a course, I believe, 

vould not hove tho approval. of either the Aooricon people or their elected 

representatives in Congress. 

lloreover, it would clearly be disastrous to twlJ' of tho noed,:r un­

ployed, and disruptive to mc.zq sections of privnto induotey, if vo woro to 

cut Oovenment oxpendi turoa . 1n the co Dina fiacal :rear 1!7 cucb aora thea 

the =aunt I hove indicated. 

Yo are definitely 1n a transition period botwoon unbolanced and 

balanced l'ederal budget a; but I fin:s).y belieTO that thoro 1a Juat 01 

much cl.an8er to our oconoa:v aa a whole 1n ooyin& too rnpidl:v in thia dir ec-

tion ao there would be in not aoving at all. 
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llelathe}T ffl/ll poraona realise the a\rlll:iD« tact tllet lbe Det 

1J:IproT<mellt tMa ;;-ear 1n the bud&eter7 poa1t1on o! the ~ ao.. .. er.-rtrt 
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as eaUoato4 will _,, to nore thea t.o billiOil clol.lan, ID other ~. 

the llet detlclt thia :rear 1o oatiaAte4 at leu tllan ae'fen h>:m4re4 Dill19118 

as coapored 111 th core thea t1IC billion a8TeD hulldred ~:~illiono laat 7eU'• 

!hia DOt iDproveaent o! ..ore than tvo billion clollars 1n a •111«1• 

year prOT1dea the beat answer to ttooe 11bo, 1n aoat caaea i4Do1'1U1t o! the 

true f~cta, have p.tblicly o5eapa1re4 of' our abUi t7 to 'balaDce tho J'eder&l 

budget, 

!rue, aucb of this year'• anticipated bu4got&r7 l.tlprovooeDt cODes 

hal ineroaaed revcmue, bo.\~ we a.re aupplooeDt ing this by &lao oeet:iag 

r eclucticna in axpetld1 turos . 

Ill a441t101l to these cona14erat1cna , I ahculd llka to po1nt 011t that, 

a.a a reaul t c! tho Social Seeuri t7 .&ct aD4 routed &tato laaa, it 1o ea­

tioated thot tbo rodoral Gcvernoent next yoar will recei'l'e nero than ODe 

b11lloll dollars net !or iD:•ostaent 1n GcverDnent securi~iea !or the 

Ulleapl070&Dt !rust JWI4 aD4 the 01~ Jleoer'l'e .Account. .U~ thia 

1nnstamt 'Will not el>a.ll£e the total aaount o! the plbllc debt, it nll 

nth a. balanced w c!t;et reault 1n the trAilS fer to these reaene accounts 

ot DOra than a b1).lioll dollar• o! Gcvor=ent oblicatlona ll017 bold by 

pri-te imeators. 

- dllrin« t he 4ecade of the !WeDtlea, wheD the !'.-...,..,. aa ,.... 

ceiTin« larp p&l'tlellta of i~:~ternt aDd priDcipal on wer debt o, and troD 

the oale o! SUJ"plua w:>r ,.teriala, the Mrl .. m re4uct10il oade 1n OZ1T 

aillgle 
7

ea.r 1n the po:lblic debt held by r-.1vete investors wu abOGt ODe 
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billion thrBe hundred oilli ona. ~e rato at which it 1a ante to reauco 

tho public debt in private ho.nda dBpends upon tho rate at which pfivato 

tunda flow into inveatnaft• c'----.,ls, It i --• -• """" • un .... e to gc teo !aat • 

• . . . . • • 

Alt houch "e aro not contet~plating o:rJ¥ increase i n tho total true 
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burden, the character of our tax s t ructure 1a being ;~iven earnest conaider:>tlal. 

'ihe FedBral tax &)"etc affects cvo%'70ne in the countey. •• in tho 

'!reasur,. in atud:ying tax problet~s have two obJC~Ct1vee alWey"s before uu 

l'irat, that the tax burdon shall be diatributed an fair l)" as poaaiblo, 

ond second, that tho collection of ~~eo ohall be no little burdensono 

to tho ~er as poaoiblo. 

It is with these a~a that, b7 direction or the Fresidsnt, ~e havo 

. 
boon reviewing the »bolo tax atrueture i n t he las t fev 110nths and aro 

Just nov in the proceaa or presentillg to a co""i ttoa of Congress tho 

infome.tion ve havo collected. The stud)' baa not been directed toward 

raising additional revnnuo . Ins tend , '"' have aousht to detomino who thor 

there are inequnlitiea and injustices in tho distribution of tho tox burden 

and whether there are so::1e tnxes whose coat of' collection o.nd whoao burden-

IIOI:le effect outvo1cl> tho revenue gnin. In a4dl t1on, tfe vant to p1cplU')' 

collection and coke the taxpey..r' s rocor~kooping leu difficult. 

We realize that our tax laws are too coopl1eot od: we wo.nt to :Wet! 

•'-- th
8
re nre inoquities •, vo vnnt to el1cinat o 

thom less so . 'lfo realize . ...-t 

na ~· o f the~:~ aa wo eo.n. 
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In makin~ this atu4T, we have invit9d the nasiatsnee and the advice 

of groups of ~era and of indivic!unle, lie want to h"""' the to.:<pa¥er ' 1 

aide of the atoey • llo ?ant all the facta we can get and we heve obtained 

both facts and opinions. 

Our tax revenuee come largely tro:o individual earnin8a and buainoae 

profit s , We d9 not wiah to impose leviee which tend to dey up the aoureea 

of tex revenue . The laws should. bo so ni tten and adciniotered that the 

~er can continue to nake a reasonable profit orlth anini= of inter­

feren<>e trOD b.ia own Federal Governnant: provided that tho taxp~~Ter co­

operate& orl th b.is GovorMent in can-Jin4; out tho purpGso and the apirit 

of t he tax laws. Of courae , tax pcliey canno t properly be d.oteminod !roo 

exceptional cases. 11'e o:oust look at the 11hole picture. 11'e base our dooisiona 

on e:r:tenaha infortl&tion and upcn analysis of actual tax records . 

The amount of our incoce-tax r evenue i s only about half our total 

int ernal revenue. Leta thnn three nillion people out of our total poJllll­

tion ~ individ.ut\1 Federal lncoco tl\Xeo. lie would. be applyi~ the pril>­

ciple of capac! ty to peo• nore justly if we wore t <' roduco the nunber of 

conauoer taxes and at the snae tine to inorooae the nucber of incono tax 

~era. T~ora who are squarely confronted orlth their ovn tax burdona 

are bound ~ be koenl,\• alive to t he vay t he coney 1a belo;; epent by thoir 

Govert~~:~ent. 

The budget now neario;; cottpletlcn 11 predicated. on a d.eflni te eott-te 

of reoeipta , be.aed on the exist~ tex structure. 
It 1a a cardinal point 

of our polioy that the tax aystec, as reviled, cuat . nct yield a analler 

return tor 1939 then the p-asont qatec would yield. 
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Let n e repeat: Ve wont t c ndJuat inc~unlitiea ~d rencdy dotocta 

in the to.x ln••• In de in<; thil, uo h•wo acw;l\t tho holp cf the tUFt\I.'Cr 

IU!d hnvo r; ivon hin CL B7f1J:Ilthetio hoCLTin,: . If \'10 find thCLt tho rpornticn 

cf o.n:· pnrticulor tax 1s unft1ir, "" ohnd ro'ldy t c s~ ac J:Ublicly. 

. . . . . . . . . . 
W:V rbJoct this e7onilv. !\na boon tc r:rcaont, oa cle.vly nnd "' tr'Vllc)Jo 

e>a I lc:n<:J hev, c. ccn.t:r o!tonsivo pirturo r f the Fodcr "'ll CXJ'enditurc a ond the 

bucl(;otc.r.r cutlcrk, I h'\ve trie d tc ·:o.\to plain the undcrl;rin.~ occncn1e 

rooacna, aa :1ell as the hunonit"'lri~n enos , fer tho pns t defic!ta; "\tid I 

hovo tried tc brinr, rut clo."'lrl;r t hu o< nai:lornti< na thnt nr:~ dcn'111d tu.rthor 

definite ato;.s tc·.1ord n bl.ll"\Jiccd Foder "'ll bud.~ot . I h'We shr"" vhy, in :r~ 

cpinicn, this bo.l"\J\CO shc u ld be ecucttt o;; o. rcdueticn in oxpendituroa :71th-

cut CUI inerc"\80 in tho tr t'\1 c f tho tnx burden. J!l!t I hnvo o.lao ahcon 

thot thoro 1a " l ir.it tc reductirna ; o.nd t !lot bo.l®cin,~ cf bud.;oh needs 

tho help c I industr)' t~ keep up tc t'll t !>X r eceipts unless vo oro o,"'1in tc 

roacrt tc deficit fi~...ne1~-. 

Tho principal (lins d cur budt;etor;: p<liey hnYo been, "'ltld I hcpe 

llill ccntinuo tc bo, tc r:rcnc to n hi.lh l ovol o.nd hCGlthy chnr'lCtor cf 

bueinons ~ctivitr , o no.xi r.un vcluno <f et•plc;rnont 'lt ,";('<d ""ll"' in 

pr1veto induatr;, n ro~acnnblo r e turn tc cayit~ "'ltld ontorpr1so, foir 

l ti d nd m1nto revonuoa t~ nc~t 
t r oatnont fer cur o.:;ricultur"'ll r.<J"l " rn, "\J\ o,-

the sorvieoa nc" dcn~dod rf tho leder<ll G<·tornnont. 
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The at tainnent of these enda r esto ver1 greatl7 en priTalo 1nitl~t1Te 

and on the ec,peration cr private enterprbe. 'l.'hlo 1o a neceooary oupFle­

aent to an:r ettor te 11h1ch the Goven:aant can Plt forth. 'lhla AdnlniatrntiC'JI 

1a ccing to de everything pcssi'ole tc proocte a continuAtion of racCTO'f7 

and t o balance the 'budt;et thrcugh cuttin& expendituraa. But I wlah t c. 

emphasize thAt in no event ~11 this Ada1n1strat1tn allov ~one tc otarvo , 

nor will it abandon ita br ead purpcae to prot ect the veal<, to ~vo II= 

aecur1ty nnd t<: seek a wider d1str1buti(.n ot cur nnticnal inccae . lro ero 

ccnfident that , ~ th the fUll co< peration c! tho buainess world, cur 

present ditficultioa vill be ovarccne ; and that tho alas that I ha•e oet 

fcrth above, which aro pr cperl7 these ot prlyato buoinoaa ao well as t~Aae 

of the Naticnal Governaont, ~11 be aehlavod. 

-cOo-
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