
MESSAGE TRANSMITTING THE BUDGET

To the Congress of the United States:
I transmit herewith the Budget for the year ending June 30, 1935. 

It contains also estimates of receipts and expenditures for the current 
year ending June 30, 1934, and includes statements of the financial 
operations or status of all governmental agencies, including the 
Reconstruction Finance Corporation. The estimates herein given 
and included in the Budget have to do with general and special 
funds—the Government’s moneys. They do not relate to trust and 
contributed funds, which are not Government moneys, except where 
expressly referred to as such.

GENERAL F IN A N C IA L  POSITION

In my annual message to the Congress I have already summarized 
the problems presented by the deflationary forces of the depression, 
the paralyzed condition which affected the banking system, business, 
agriculture, transportation, and, indeed, the whole orderly continua
tion of the Nation’s social and economic system.

I have outlined the steps taken since last March for the resumption 
of normal activities and the restoration of the credit of the Govern
ment.

Of necessity these many measures have caused spending by the 
Government far in excess of the income of the Government.

The results of expenditures already made show themselves in 
concrete form in better prices for farm commodities, in renewed 
business activity, in increased employment, in reopening of and re
stored confidence in banks, and in well-organized relief.

TH E CURRENT FISCAL YEAR  

(Ending June 30, 1934)

Exclusive of debt retirement of $488,171,500 for this year, Budget 
estimates of expenditures, including operating expenses of the regu
lar Government establishments and also all expenditures which may 
be broadly classed as caused by the necessity for recovery from 
the depression will amount this year (ending June 30, 1934) to 
$9,403,006,967. (See Budget Statement No. 3, table A.)
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THE BUDGET, 193 5

This total falls in broad terms into the following classifications:

Expenditures for fiscal year ending June SO, 1984

<*eneral :
Departmental________________________________________________$2, 890,116,200
Legislative—_______ ._________ _______________________________  17,718, 500
Independent establishments_________________________________  616, 857, 067

3, 533, 691, 767
Less public debt retirements___________________________  488,171, 500

Total, general_______________________________________  3,045, 520, 267

Emergency :
Public Works Administration-,._____________________________ 1, 677,190, 800
Agricultural Adjustment Administration___________________  103,250,000
Farm Credit Administration________________________________  40,000, 000
Emergency Conservation Work____________________________  341, 705, 600
Reconstruction Finance Corporation____- ___________________ 3, 969, 740,300
Tennessee Valley Authority_________________________________  19,000, 000
Federal Land Banks________________________________________  52, 350,000
Federal Deposit Insurance Corporation_____________________ 150, 000,000
National Industrial Recovery Administration______________  4,250,000

Total, emergency---------------------------------------------------------- 6,357,486,700

Total, general and emergency, less public debt 
retirements___________-_____________ ________________  9,403,006,967

As against these expenditures, which have either been appropri
ated for or for which appropriations are asked, the estimated re
ceipts for this fiscal year (ending June 30, 1934) are $3,259,938,756. 
(See Budget Statement No. 2, table A.)

On this basis, including, however, certain additional expendi
tures for 1934 which are not included in the Budget estimates but 
which I believe to be necessary and amounting to $1,166,000,000 as 
shown in a subsequent table herein, the excess of expenditures over 
receipts will be $7,309,068,211. Interest charges on the borrowings 
in excess of Budget estimates will slightly increase this figure.

On the basis of these estimates, the public debt, in the strict sense 
of the term, at the expiration of this fiscal year will therefore amount 
to approximately $29,847,000,000, or an increase as shown above of 
$7,309,068,211.

However, as against this increase in the total debt figure, it is 
right to point out that the various governmental agencies have 
loans outstanding with a book value of $3,558,516,189 against which 
collateral or assets have been pledged.

In order to make clear to the Congress what our borrowing 
problem is for the next 6 months, permit me to remind you that
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MESSAGE TRANSMITTING THE BUDGET VII

we shall have to borrow approximately 6 billion dollars of new 
money and, in addition, 4 billion dollars to meet maturities of 
a like amount.

T H E  FISCAL YEAR 1 9 3 5  
(Ending June 30, 1935)

The Budget estimates of expenditures, exclusive of debt retirement 
of $525,763,800 and exclusive also of such sum as may be necessary 
for new and extraordinary recovery purposes, for the fiscal year 
ending June 30, 1935 amount to $3,960,798,700.

Again summarizing the main headings of these expenditures, 
they fall into the following items:

Expenditures for fiscal year ending June SO, 19S5

General:
Departmental________________________________________________$3, 202, 074, 900
Legislative__________________________________________________  18, 734, 500
Independent establishments_______________ _________________  542, 466, 600

3, 763, 276, 000
Less public-debt retirements___________________________  525, 763, 800

Total, general—,_____________________________________  3, 237, 512,200

Emergency:
Public Works Administration_______________________________ 1,089, 883,100
Agricultural Adjustment Administration_________ ,________  5,000, 000
Emergency conservation work—,__________________________  65,190, 000
Reconstruction Finance Corporation_______________________  1480, 436, 600
Tennessee Valley Authority___________________ ,____________ 31,000, 000
Federal land banks--------------------------------------------------------------- 12, 650,000

Total, emergency------------------------------------- ,------------------  723, 286, 500

Total, general and emergency, less public-debt retire
ments______________________________________________  3, 960, 798, 700

It will be noted that many of these items such as public works 
fall under appropriations made in 1933, the actual expenditures not 
taking place until after June 30, 1934. (For details of above ex
penditures see Budget Statement No. 3, table A.)

The above figures do not include additional loans by the Recon
struction Finance Corporation. I f  its loaning authority is extended 
beyond June 30, 1934, it is contemplated that any additional loans 
by it would thereafter be taken from the new and additional 
recovery fund hereinafter referred to.

1 Excess of credits— deduct.
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v m THE BUDGET, 193 5

The estimates of receipts for the next fiscal year (ending June 30, 
1935) exclusive of foreign-debt payments, of increased liquor taxes 
and of increased revenue flowing from amendments to the existing 
revenue law, amount to $3,974,665,479. (See Budget Statement 
No. 2, table A.)

Therefore, exclusive of debt retirement, these Budget estimates for 
the next fiscal year show a small surplus of $13,866,779. But it must 
be borne in mind that this surplus does not include any additional 
expenditures for extraordinary recovery purposes.

It is clear that the necessity for relief and recovery will still be 
with us during the year 1934^35. Additional relief funds will be 
necessary. Further needs of the country prohibit the abrupt termi
nation of the Recovery Program. No person can on this date defi
nitely predict the total amount that will be needed, nor the itemizing 
of such an amount. It is my best judgment at this time that a total 
appropriation of not to exceed 2 billion dollars will, with the ex
penditures still to be made next year out of existing appropriations, 
be sufficient.

I shall therefore ask the Congress for appropriations approxi
mating that amount.

This amount is not included in the Budget estimates. I f  appro
priated and expended, therefore, it will change the small estimated 
surplus of 13 million dollars into a debt increase of nearly 2 billion 
dollars. It is only fair, of course, to say that such a debt increase 
would be partially offset by loans made against collateral and assets 
pledged.

Therefore, the total debt, if increased by the sum of 2 billion 
dollars during the fiscal year 1935, would amount to approximately 
$31,834,000,000 on June 30, 1935. It is my belief that so far as we 
can make estimates with our present knowledge, the Government 
should seek to hold the total debt within this amount. Furthermore, 
the Government during the balance of this calendar year should plan 
to bring its 1936 expenditures, including recovery and relief, within 
the revenues expected in the fiscal year 1936.

Let me put it another way: The excess of expenditures over re
ceipts during this fiscal year amounts to over 7 billion dollars. My 
estimates for the coming fiscal year showT an excess of expenditures 
over receipts of 2 billion dollars. We should plan to have a defi
nitely balanced Budget for the third year of recovery and from that 
time on seek a continuing reduction of the national debt.

This excess of expenditures over revenues amounting to over 9 
billion dollars during 2 fiscal years has been rendered necessary to 
bring the country to a sound condition after the unexampled crisis
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MESSAGE TRANSMITTING THE BUDGET IX

which we encountered last spring. It is a large amount, but the 
immeasurable benefits justify the cost.

The following table shows expenditures and receipts for the fiscal 
years 1934 and 1935 as contained in the Budget, plus the additional 
expenditures which will be made out of additional authorizations 
and appropriations here recommended. It shows, also, the estimated 
increase in the public debt and the book value of assets held as 
security against loans:

1934 1935 2-year period 
1934-35

Receipts 1

Expenditures (exclusive of debt retirement):
General................ ................................ ............
Agricultural Adjustment Administration. 
Emergency 2____________ _______________

Additional expenditures from additional appropria
tions_______________ ______________ _____________

Total expenditures -

Increase in debt3................................. ...........................
Estimated book value of assets held as security for 

loans...............................................................................

$3,259,938,756 $3,974, 665,479 $7,234, 604, 235

2, 530,720,267 
514,800,000 

6, 357,486, 700

2,486, 768,200 
750, 744,000 
723, 286,500

5,017,488,467 
1, 265, 544,000 
7,080, 773, 200

9,403,006,967 

1,166,000,000

3,960, 798, 700 

2,000,000,000

10, 569,006,967

13, 363,805,667 

3,166,000,000

5,960,798,700 16,529,805,667

7,309,068,211 1,986,133,221 9,295,201,432 

..................... J  5,461,969,273

i These estimates of receipts are predicated on Federal Reserve Board average index of industrial pro
duction of 81 for fiscal year 1934 and of 98 for the fiscal year 1935:

Calendar
year

average

i Fiscal 
year 

average

1929.............................. ........................ - _________ ____________________ ____________ 119 118
1930 ................................. .......... .............. .......... ................................... ............................ 96 110
1931...... ................................... ............... - .........- ............ ............ ............ .......... ............ . 81 87
1932 ....................................................... ..................... ........................................................ 64 70

671933........................................................................ .......... .......... .......................................... « 76
1934............... ................................................... ................... .................................................. * 85 6 81
1935_.............................. ............................... ............. ......................................... ............. 6 98

* These include net expenditures after deducting Reconstruction Finance Corporation repayments in 
1935 of $480,436,600.

3 This figure does not include contingent liabilities such as Reconstruction Finance Corporation deben
tures issued to banks and other institutions.

« Partially estimated.
* Estimated.

APPROPRIATIONS

The Budget estimates of appropriations for 1935, exclusive of 
Agricultural Adjustment Administration benefit payments and re
funds of processing taxes, but inclusive of all other appropriations 
for regular departments and independent establishments including

11724—33------II
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THE BUDGET, 193 5

interest on the debt and debt retirement are $2,980,293,833.60. When 
compared with Budget estimates of appropriations transmitted in 
the Budget for 1934 they show a reduction of $684,913,167.

A tabular comparative summary of receipts, estimates, appropria
tions, and expenditures, classified according to general and emergency 
items and listed by departments and under other general heads, ap
pears in Budget Statement No. 1, table B.

TAXES

The estimates of receipts take no account of the additional rev
enue which may be obtained from an increase in liquor taxes and 
from the proposed changes in the income-tax law. Since neither 
of these tax measures has come before Congress as yet, no accurate 
estimate can be made of their yield. However, if as proposed by 
the Committee of Ways and Means, the tax on distilled spirits is 
increased from $1.10 a gallon to $2 a gallon, and the rates of tax 
on wines are also increased, the estimated revenue would be in
creased by approximately $50,000,000, assuming that consumption 
is not affected by additional gallonage taxes imposed by the States. 
Considerable additional revenue can also be secured from admin
istrative changes in the income-tax law, which may amount to as 
much as $150,000,000 for a full year.

The estimates for the Post Office Department are predicated upon 
a continuation of the 3-cent postal rate for nonlocal mail. It 
is highly important that this rate be continued. I recommend its 
continuance.

ECONOM Y LEGISLATION

The estimates of appropriations submitted in the Budget are 
predicated on the continuation of certain economy legislative provi
sions which I ask to be enacted and which are appended hereto. The 
most important is that having to do with reduction of compensation 
of Federal employees. It is eminently fair that, the cost of living 
having fallen as compared with 1928, the employees of the Govern
ment sustain some reduction in compensation. This is not incon
sistent with our policy of advocating an increase in wages in industry. 
For wages there had fallen far beyond any reduction contemplated 
for Federal employees and in most grades are even now substan
tially below compensation paid Federal employees under the maxi
mum reduction of 15 percent.

Among the legislative provisions appended hereto is one prohibit
ing automatic increases in compensation except in the Army, Navy, 
and Marine Corps. The personnel of these three services are engaged 
in a life service to their country. Some, by reason of the pay freezes,
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MESSAGE TRANSMITTING THE BUDGET

have sustained reduction in compensation of more than 25 percent. 
They are, therefore, in a different category from those in other 
governmental agencies. They should, in 1935, be released from the 
restrictions on automatic increases in compensation.

CONTROL

Up to now there has been no coordinated control over emergency 
expenditures. Today, by Executive order, I have imposed that nec
essary control in the Bureau of the Budget.

Heretofore, emergency expenditures have not been subject to audit 
by the Comptroller General of the General Accounting Office. Today 
I am, by Executive order, reposing in him the authority to conduct 
such an audit and to continue to audit each such expenditure. Here
after, therefore, just as in the departmental expenditures, there will 
be, in emergency expenditures, a pre-Budget and a post audit.

By reason of the fact that the Bureau of the Budget has had no 
control in the past over the various expenditures, obligations, and 
allotments made by the emergency organizations, the task of prepar
ing the present Budget has been the most difficult one since the 
Budget and Accounting Act went into effect in 1921. These diffi
culties, in future years, will be substantially minimized by the control 
which I have established.

It is evident to me, as I am sure it is evident to you, that powerful 
forces for recovery exist. It is by laying a foundation of confidence 
in the present and faith in the future that the upturn which we have 
so far seen will become cumulative. The cornerstone of this founda
tion is the good credit of the Government.

It is, therefore, not strange nor is it academic that this credit has 
a profound effect upon the confidence so necessary to permit the new 
recovery to develop into maturity.

I f  we maintain the course I have outlined, we can confidently look 
forward to cumulative beneficial forces represented by increased 
volume of business, more general profit, greater employment, a 
diminution of relief expenditures, larger governmental receipts and 
repayments, and greater human happiness.

J a n u a r y  3, 1934.
F r a n k l i n  D. R o o s e v e l t .
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XII THE BUDGET, 19 3 5

APPENDIX

T e x t  o f  L e g is l a t io n  R e c o m m e n d e d  i n  C o n n e c t io n  w i t h  t h e

B u d g e t  f o r  1935

TITLE —. ECONOMY PROVISIONS

COM PENSATION AN D  PEN SIO N  REDUCTIONS

S e c . — . (a) Title II of the act entitled “An act to maintain the 
credit of the United States Government ” , approved March 20, 1933, 
is amended as follows:

(1) Section 2 is amended by inserting after “ 1934 ” the following: 
“ and the fiscal year ending June 30, 1935 55; and

(2) Section 3 (J) is amended by inserting before the period at the 
end thereof the following: “ during the fiscal year ending J une 30, 
1934, and shall not exceed 10 per centum during the fiscal year ending 
June 30, 1935.”

(b) Section 107 (except par. (5) of subsection (a) thereof and 
subsection (&) thereof) of part II of the Legislative Appropriation 
Act, fiscal year 1933 (relating to certain special salary reductions) ; 
section 12 (relating to compensation reductions of officers and em
ployees of insular possessions), section 13 (relating to the retired 
pay of certain judges), section 14 (relating to reduction in compen
sation benefits to certain civilian employees), and section 15 (relating 
to reductions in certain private pensions) of the Independent Offices 
Appropriation Act, 1934; and section 18 (relating to pensions for 
military service prior to the Spanish-American War) of title I 
of such act of March 20, 1933, are hereby continued in full force and 
effect for the fiscal year ending June 30, 1935, and for the purpose 
of continuing such sections with respect to the fiscal year ending 
June 30, 1935;, the figures “ 1933 ” shall be read as “ 1935 ” and the 
figures “ 1934 ” shall be read as “ 1935 ” ; except that in the applica
tion of such sections 12, 13, and 18 with respect to the fiscal year 
ending June 30, 1935 (but not with respect to the fiscal year ending 
June 30, 1934), the percentage of reduction shall be the percentage 
applicable to officers and employees of the Federal Government 
generally.
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MESSAGE TRANSMITTING THE BUDGET xiri

(c) Notwithstanding the provisions of the antideficiency acts, 
deficiencies in their respective appropriations made during the 
second session of the Seventy-third Congress and available for obli
gation during the fiscal year ending June 30, 1935, may be incurred 
during such fiscal year by any executive department or independent 
establishment and the municipal government of the District of 
Columbia, upon written order of the President specifying the 
amount of the deficiency which may be incurred, and by the legis
lative branch of the Government and the agencies customarily 
considered a part of such branch; but such deficiences may be 
incurred only to the extent necessary to enable the payment to 
officers and employees of such activities of sums for which the avail
able appropriation is inadequate by reason of a diminution in the 
percentage of reduction of compensation in pursuance of action of 
the President under the provisions of section 3 of title II of such 
act of March 20, 1933, as continued for the fiscal year 1935.

PROVISIONS RELATING TO PERSONNEL AND M ISCELLANEOUS PROVISIONS

S ec. —. Title II of the act entitled “An act to maintain the credit 
of the United States Government ”, approved March 20, 1933, is 
amended by inserting at the end thereof the following :

“ S ec. 10. (a) The following sections, as amended, of part II of 
the Legislative Appropriation Act, fiscal year 1933, are hereby con
tinued in full force and effect during the fiscal year ending June 30, 
1935: Sections 201 (suspending automatic increases in compensation), 
203 (prohibiting filling of vacancies), 206 (except subsections (a) 
and (&) thereof) (reducing travel allowances), 214 (authorizing tem
porary assignments in the Postal Service), 315 (restricting transfer 
of noncivilian personnel), 317 (authorizing transfers of appropria
tions), and 323 (reducing jurors’ and witnesses’ fees).

“ (6) The following sections of the Treasury-Post Office Appro
priation Act, fiscal year 1934, are hereby continued in full force and 
effect during the fiscal year ending June 30, 1935: Sections 7 (pro
hibiting administrative promotions) and 18 (suspending reenlist- 
ment allowances).

“ (c) Section 9 (a) of the Independent Offices Appropriation Act*
1934 (relating to rotative furlough), is hereby continued in full 
force and effect during the fiscal year ending June 30, 1935.

“ (d) For the purpose of continuing the sections enumerated in 
subsections (a), (&), and (c) of this section in the application of 
such sections with respect to the fiscal year ending June 30, 1935: 
The figures 41933 5 shall be read as 61935’ ; the figures 41934’ as,
61935 ’ (except in the case of the second proviso of such section 317);; 
in the case of the first proviso of such section 317, the figures 41935 ?
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shall be read as 61937 the figures i 19345 shall be read as 61936 
and the figures 4 1933 5 shall be read as c 1935 5; and in the case of 
section 203, the figures 61932 5 shall be read as ‘ 1934 \

“ (e) In the application of the sections enumerated in subsections 
(a), (&), and (c) of this section with respect to the fiscal year end
ing June 30,1935 (but not with respect to the fiscal year ending June 
30,1934), the following amendment shall apply :

“ (1) Section 201 (suspending automatic increases in compensa
tion) of part II of the Legislative Appropriation Act, fiscal year
1933, is amended by inserting at the end thereof the following:
4 During the fiscal year ending June 30, 1935, this section shall not 
apply to the commissioned and other personnel of the Army, Navy, 
and Marine Corps, and the amount to which the reduction of com
pensation under section 2 of title II of the act of March 20, 1933, 
shall be applied shall include increments of compensation which, 
under the provisions of law (without regard to economy laws), 
accrue during the fiscal year ending June 30, 1935, and would have 
accrued during the period during which automatic increases in com
pensation were suspended. This amendatory provision shall not 
authorize the payment of back compensation, but the provisions of 
law suspending administrative promotions and prohibiting realloea- 
tion of positions shall not be held to prohibit the increases allowed 
hereunder.5

“ (/)  No part of the appropriations made during the second ses
sion of the Seventy-third Congress shall be used to pay any increase 
in the salary of any officer or employee of the United States Govern
ment by reason of the reallocation of the position of such officer or 
employee to a higher grade after June 30, 1932, by the Personnel 
Classification Board or the Civil Service Commission, and salaries 
paid accordingly shall be payment in full.

“ (g) Each permanent specific annual appropriation available 
during the fiscal year ending June 30, 1935, is hereby reduced for 
that fiscal year by such estimated amount as the Director of the 
Bureau of the Budget may determine will be equivalent to the sav
ings that will be effected in such appropriation by reason of the 
application of this title.”
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