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This progrem will require e comperetively smell amount
of new financing and hence only a saall increase in the natlional debt.
Hloreover, I aa confident thet only ian this way cen we quickly restore
& condition undar which the budget will once more be balanced. That
condition 1s dependent upon restoration of nationel income. HBational
income is the sum total of wages, salaries snd incoues of sll clesses
of the people. Unless the farmer receives an adequate return upon his
orops, unless the worker receives his falr share of wages, unless the
labor and services of the people &s & whole are sufficlently employed,
unless there is a flow of income smong &ll groups of our people, the
entire nation {2 the loser, national income is bound to fall and
governmeni revenues inevitably dwindle., Thet is whet causes en un-
balsuged budget. To permit such conditions to persist and become
worse would be intolerable in any demoeracy. It would be unsound
froe every sociel and economic stendpoint. Unless private business
is able to give adequate employmeni, usless it is able to disperse
wvages and maintain a flow of income, it is the primary duty of the
government to maks decent provision for those unsble to find employ-
ment snd to exert all of its powers to bring about a restorstion of
business activity. That is the purpose of this program-—ito bring
about the restorstion essential to bringing about & balaneed budget.
For the federal goveranment to atiempt to achieve a bulanced budget
at this time by cutting down expenditures while industiry is re-
trenching would only lower the national income and the federsl
revenues and thus inerease the defiecit.
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There haas been widespread misunderstanding of the budget
situstion. It is importent to0 bear in mind that for mearly = yesr
the government has aotl been required to rsise any additional funds
from the public in order to most expenditures. In other words, it
is important to remember thet the cash budget has been belsnced—
that cash revenues bave exceeded cash ouigo for the pest mine months.

If the program is sdopted in its entivety, it is
estimated that the federal book deficit for the next fiseal year will
amount to ' s plus an indeterminate amount for work re-

lief in the last five months of the fiscsl yesr. This is & lot of
monay, but it is vitally importent to understand the meaning of this
figure. It does not meen that the public debt will be inoressed by
this amount. Hor does it mean thet the money market will be called
upon to absord this asount of additional govermment securitles.
Lot me explain. In the first place, it is proposed to
utilise the funds in the insctive gold account, to the amount of
$1,400,000,000, whiech the Treasury has already borrowed money to
purchese. To this extent no further ineresse in the publiic debt
is called for. The sxpenditure of these idle funds will crecte
additional deposits and additionsl excess reserves in banks; the
public will have more money to spend sand the banks more meney to
loan. Deducting this amount from the estimated deficit lesves
% .
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This figure of will represent the
increase in the public debt, except for work relief expenditures
from February to June of next year. It does not represent, how-
ever, the amount of money to be relsed in the open market. From
collections, which the governasnt receives from employers and em-
ployees on account of old-age and unemployment insursnce, in ex-
will
be available for iavestuent in special securities of the govern-

cese of outpsyments for these purposes & sum of

ment. The investuent of this soney iz similer to the investaent
by insurance gompenies of part of their presmiums in governsent
seeurities.

Finelly, there sre the funds accrulng from the sale of
United States Sevings Bonds - Deby bomds. These are currently
running around half & billion & yesr end represent the current
savings of milliems of our citizens,.

411 in all, therefore, the public debt will not be in-
eressed in the next fiscal year by more than § y X

clusive of work relief expenditures in the last five months of the
MW. The amount of new securities thet will be issued in
the open market will be § » plus the additional amount
for work relief, to which I heve just referred. Oonsidering the
sseliness of this smount in comparison with the sums reised in re-
cent years, and considering also the dearth of privete borrowing
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in relstion to the large wolume of current saving, no diffieculty in
finanoing the progras will arise. The excess reservee alone of the
benks will shortly smoust to more than 5-1/2 billion dollars.

Let us look at the other side of the pleture. In the
absence of this progras billiems of dollars of the current savings
of the nmation derived from production would lie idle. I propose
that ian the sbsence of private borrowing the government borrow some
of these othersise idle and stegnent pools of capital and turn them
bagk into the money stream where they will perform work end creste
demands for the products of industry.
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In the second caiegory, the Administration proposes
1mmedistely to meke additional bank resources svalilsbls for
the credit needs of the country. This cen be done without
legislation, It wlll be done through the desterilisation
czaymwmm”q"{mwmuumma
Tressury gold accompsnied by action on the part of the Fed-
ersl Reserve Board to reduce reserve reguiresents by about
three-quarters of & billien dollars. These measures will
meke more abundant the supply of funds for commerce, industry
snd agriculture. By themselves, however, nonetary measures
are insufficient to stsrt us on a2 sustained upward sovement.

ks a part of this progrem I expect the federal bsnk-
ing supervisory authorities to coordinate and liberslize
their examinetion policles with reference both to loans and
investzents and to thelr regrlations governing investczents
which benks can buy., In addition, I am requesting that the
Securities Exchange Commission counsider such liberalisation
of regulations ss will assist and expedits the finaucing
perticularly of small business enterprises.
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