
To: 

!'roll! 

liar 6, 1939 

'l'he Seoretarr 

Jl1n Lonigan r ~ 

!he total n1111ber ot 'IP.l worker• 

on April 29, 1939 le 2,7~7,831. 

The decreaee troa the week ending 

March 25 to the week ending April 29 

wae 259,330 worker•. 

• 
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APril 
Mar 
JIIJie 

Julr 
.Augu•t 
llepteaber 
Ootober 
lloTeaber 
Deoeaber 

1937 
J&n'11&1'1 
Pebrlaarr 
Ka.roh 

,April 
Mar 
Jee 
Jul1 
.Augu•t 
8epteaber 

Ootober 
lfoTeaber 
Deoeaber 

1938 
Januarr 
Pebrlaarr 
Karoh 

,April 
Mar 
J1111e 

Jul1 
•ucu•t 
llepteaber 
Ootober 
loTeaber 
Deoeaber 

1939 
J&D'11&1'1 
Pebrlaarr 

232 

2,2~ 
2,~7 
2, 2 

2',~1 
2, 3 
2,192 

2,1~ 
2,1 
2, 115 
2,070 
1,999 
1,821 

1,~9 
l, 0 
1, 11.51 

1,476 
1,~0 
l, 29 

1,901 
2,075 
2,395 

2,~2 
2, Is 
2.7 7 
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110US PROOREIIS ADIIIWIII1'RA'riOI 
Iaber ot Worker• !:.ploJe4 - WetklJ 

Un1te4 Stahl 
Wttlt enoUng lfubtr ot Worltere 
1938 (In tboueande) 

JdJ 2 2,SQ7 
·JU1J 9 2,m 
Ju1J 16 2, 
Jul)' 23 2,938 
Jul)' 30 2,9li7 

AU$1ltt 6 2,99~ 
Auguet 13 3,01 
Auguet 20 3,0g9 
Auguet 27 3,0 7 

September 3 3,086 
Septeaber 10 3,10~ 
Septeabe.r 1I 3,11 
Septea~er 2 3,120 

Ootober 1 3,129 
Ootober !! 3,1g7 
Ootober 15 3,1 7 
Ootober 22 3,201 
Ootober 29 3,245 

NoTeaber 5 3, 263 
NoTember 12 3,24{ 
HoTember 1~ 3,2 
November 26 3,216 

Deoember 3 3,185 
December 10 3, 1:39 
December 17 :3,083 
December 24 3,021 
December 31 2,9!!6 

1939 
Januar1 7 2,967 
Januar1 1• 2,927 
Januar1 21 2, 898 
J&nll&l'J 28 2, !!83 

FtbruarJ 4 2,966 
FtbruarJ 11 2,9~ 
FebruaJ7 lS 3,010 
FebruarJ 25 :3,0•3 

llaroh 4 3,034 
llaroh 11 :3,009 
llaroh l.S 3, 012 
March 25 3,007 

-'!lr11 1 2,976 
April !! 2, 901 
-'!lril 15 2, 757 
April 22 2, 750 
April 29 2, 743 !I 

Souroe: Worlta Progreu A4a1.nUtrat1on. 
!I Cont1dent1al. 
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HMJr: 
Swaner 
Wellea: 

IIMJr: 

V: 

HHJr: 

V: 

IIMJr: 

W: 

IIMJr: 

II: 

IIMJr: 

li: 

lD!Jr: 

V: 

HMJr: 

W: 

HMJr: 

V: 

IIMJr: 

llello. 

May 6, 1939 
12:03 P••• 

~34 

Good 1a0ming, Henry. Are you tied up, because I don't 
want to trouble you it you are. 

Pardont 

Are you tied up with eomebod,t 

Well, but they're my -- they're Treaeury people . 

Oh, all right. I e1mply wanted to tell you theae two 
things. In compliance with your requeet to be ad't'hed 
when the Italians are called in, the Secretary baa aeen 
the Italian Ambaaaador thie morning at elev~n o'olook. 

Yee. 

And ga'+'e hlm the 1ntorcation and told h1m that there 
would be a torty-tive day period in vbioh to d1eouae I 
this, if they so desired, than to take ia a e d iah aoti~. 

Right I 

Nov, aeoond, you told me the day before yesterday that 
that Tannenberg memorandum, you know •••••• 

Yee. 

•••••• had been sent to Feie two days before. 

Yea. 

Peie reoei't'8d the original latter th1a morning and the 
an't'Blopa vaa marked - - poetaarke4 yesterday. 

Well, I ' ll be darned I 

And ao I aiaply want to tall you that. 

Well I 1 m - -well, then I •••••• 

He had a copy aent to him t he day before but the original 
vaa only received thia 110rning and postmarked yaaterday. 

I'll be darned I Aroble Lochhead - - I aaked bla to obeok 
1Q1 -- I'a delighted to know that beoauae there'• a0118-
th1ng wrong 1n our aa11 route. 
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V: 

IIMJr: 

W: 

IIMJr: 

W: 

HMJr: 

'If: 

I:D!Jr: 

'If: 

HMJr: 

W: 

!IMJr: 

W: 

HMJr: 

V: 

!1!4Jr: 

If: 

~35 
- 2 -

Well, I Juet wanted to let you Jmov that at thU tlae. 

Vu the thing onl7 u1led ,. .. hrda)'f 

The envelope 1e poetaarll:ed ,..eterda7. 

Well, I ' ll be darned. 

He has the - - the anTelope. 

Well, it he wouldn't a1nd aend1ng •• the anTelope baok, 
I'd like to take a look at 1t . 

Be glad to - - I'll aek h1a to do eo. 

Yeah, I'd l1ll:e to take a look at 1t . 

.lnd I'd l1ll:e to send. you 1n repl7 to 70ur request as to 
vhat •7 ovn po1nt or nev 1n that regard vas. I'll aend 
you a letter on Honda7 giY1ng you .,. po1nt or nev. 

Right. Nov, vhat eleet 

That' • all. 

, 
And -- we've st1ll got our rtrat l1ne trenohee out here. 

Well, I prater to see roaea 1n thea rather than you 
taking refuge. 

R1ghto I 

.Ul right, Henr7. 

You'll have him send t hat o•er -- I vant to trace that 
dovn. 

.Ul right, I'll do that. Good b7e. 
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. 
I aa bere th1a aorn1Dg 1D reepOD .. t o ObairaaD 

Dougbton•e letter 1nrlt1Dg • to present 1Dfo:naatiOD 

relating to certain tax provoeale IUld other pertinent 

matters. 

Tax proposals cannot be dieouaeed comprehensively 

except in relationship to our broad national and fieoal 

position. We are now in the midet of a world situation 

whioh impoeee on this Govel'!llll8nt a epeoial reeponei .. 

bility. lie aua t demonstrate that a demooratio gonrn­

ment has the power and the tlexibllit;r to survive a 

prolonged crisis and chaotic world concllt ione B!ld yet 

emerge with the strength of ita free inatitutione 

unimpaired. Preservation of our democratic form of 

government over a long period of years requires, in m:r 

opinion, a fiscal program which baa a fourfold 

obJective: (1) promotion or free enterprise and 

private investment; (2) attainlllent of full business 

recoverr; (3) maintenance of our public tinanoee 1D a 

sound and unassailable posit i on, 81ld ( 4) a Just d1a­

tribut1on of tax burdena and a more equitable diatri­

bution of nati onal income. 

8uooesetul operation of demoorao;r demands that 

all four obJectives be eolidl;r linked together. 
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When we oona1der any speolr1o obange 1n our f1eoal 

progre.m we must satisfy ourselves tba t the obange 

makes for a better and not a worse d istribution of 

tax burdens and of national i noome, that the ohange 

promotes and does not retard business recovery, and 

that the change makes easier and not more dlrfi cult 

eatabl1shment of a balanced relat1onah1p between 

revenues and expenditures. 

Full attainoent of these objectives 1a dlrf1cult 

at best. It ie made more dlrfioult by a new and 

ominous development 1 n world affaire -- the armament 

raoe now gripping the important nations of t he world. 

Great Britain in the pre sent fisoal year i s spending 

$3 billion on armaments, or almoet 50 percent of 1ts 

national budget; France 1s devoting over ~ percent 

o!' ita national governmental expenditures to the ae.me 

purpose; Italy, 50 percent; Germany, probably 6o 

percent; Japan over 70 percent. 'l'hese huge e.xpendi­

turea are being financed largely by borrowing . 'l'he 

raoe is beoorning more intense and there is no end i n 

eight. 

For us the danger ie that these developments may 

mean a necessarily inoreaeed ooet for national defense 

here, together with monetary instability abroad, 

I 

Regraded Unclassified



- ' -
41a1'14!t1cn of our toreigD oca•rce, and parbapa o~r 

uneettleaente, the coneequencee of which we cannot 

tully predict, In th1e connection, it ia interaet1ng 

to note that in our bu48et tor th1a t1eca1 year 

expendlturee tor past ware and national daten .. are 

alaoet one-fourth of total expenditures. 

No maJor problem facing th.111 govenment today can 

be aolved properly without tull consideration of the 

position of th1a country in relation to the preeent 

1nternat1oaal or1a1e. The unaietaltable imp.lioation 

ot the interDAtional eituation 1a that we should loolt 

ahead to our future fiscal position and redouble our 

efforts to attain tull recovery, IU.gh national income 

and a sound fiscal position are e11ent1a1 to adequate 

national detenee . It 1e against thia background that 

we reexam1 ne our tiacal prograa. 

A fundamental objective of aound f1nanoe clearly 

1a a balanced budget. There 1a, ot course, no good 

reason why taxu auat exactl.)- balance expenditure• 

each year any aore Ulan each aonth, eaoh weelt or eaoh 

day. There are periods during wh1oh aound tiecal 

policy calla tor an exceaa of outgo onr inc0111, and 

others when it oalle tor an exoeee of 1no.- onr outgo, 
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In a depreeeion it is inevitable that there Will be 

def1o.1te. Re•enuee deoline at the aue tl• that the 

Federal: Oove rne nt 1e called upon t o undertake 

i nescapable sooial and econollll.c burdens. If, howenr, 

defiolt s are too l ong continued, the deprese1ve effeote 

of uncertainty tend to JU.lte reooYe ry taOre d1.f fioult. 

The sequel t o deflcita in emergeno.l.es. should be 

surpl usee during years of prosperity. That wae and 
18 one of the broad purposes of seeking to r a11e the 

national i ncome to a bigb l.e•el, tb .ta assuring re•enue 

great enougb not only to end the deficit a whicil began 

in 1931, but aleo to reduce the public debt. 

In oorrying out our fleoal policy 1t wa1ld be 

helpful t o have •ch inery whlcil would more tull7 

coordinate our efforts. It is not the prerogative of 

any admin htrat1Ye Department to make eug geet1one to 

the le g1ela t1-re branch of the Oove rn.nt for the oonduct 

of ita worlt, but I am sure tm t rou would W1 ah me to be 

frank 1n eqggeetlng waye of surmounting d1ff1cu lt1ee 

which I belie-re now attend t he J oint efforte of the 

Ways and Ileana and Finance Co-itteea and the Trc&IIUJ'f 

Department. 

If, for 1netanoe, the W&Ye and Ileana and 

Appr opriation• Coaaittaea of th1e Houee and the P'1nanoe 

• 
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and .A,ppropriat1ona Colllllltteu ot the Senate could Met 
each aeeaion ae one Joint Co.alttee on Fiaoal PolioJ, 
to oonelder the OYer-all aepeote ot the expendl ture 
and re•enue progrue, elmlplltioat1on and greater 
etteotiveneee would result. The Budget Act ot 1921 
set up a procedure t or the orderl.y to!'lllllation bJ the 
Executive of tieoal propoeala and tor tbelr eubalaeion 
to the Congreee as a unltled budget. llo oo~rable 
procedure hae been eet up in Congress t or oone~ering 
rennuee and expendituree together a e two inter­
related aepecte ot a eingle problea. I hope thle 
Comalttee will agree with me that aome auoh innoYation 
would 1apron the e tt1o1enoJ ot the OO...em.ent. BJ 
providing tor a pral.ia1nary leg1el.at1'fe consideration 
of the our-all. picture ot appropriation and rennue 
maaauree it would glve Congress a broad perepeotiYe ot 

the •nageasnt ot tbe OO'fernasnt • • t1nancea and peraU 
a better ordered ooord1nation between the exeout1ve and 
the leg1el.at1n branohea i n thle tlald. 

Th1e Joint committee would in etteot be a len• 
through whlch all appropriation and re'fenue aeaauree 
could be Y1ewed ln rel.ationahip to both what the nation 
neede and what t he nation oan attord. Th1a oomalttee 
oould ba•• OO'ltinuoue llte tor the parpoae ot aot1Yel.J 
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etudying tie oal pro bleae be tween ae well ae 4urilll 

suelone ot OOQSreee. file ~re.eul')' Deplrtllent would, 

ot oouree, cooperate tull7 in th1e wurk to the extent 

lbat the oo.U ttee dee1re4. 

Thus tar I beve deal,t nth the t1nano1&l probleae 

ot the Federal Gover~~Mnt alone. We auet r-aber, 

bowe•er, tbet eYen 1t we bed ia opera Uoa the beet 

oonoe1Yable Federal tlacal plan, • • etlll would be"' 

touobed lese than halt ot the tax probla wblob oontronte 

the nation. .Uaoat 6o percent ot the total t a: 

rnenuee ot Ole country are collected by a tate and 

local govern~~~ente . 

We hnve talked about reao•lng injurious Federal­

Stat e tax o011tl1ote tor the past t1Ye years. Our 

predeceuore talked about the sue problea. I 

reoom"lend tla t Consreae orea te a small tearporary 

nati onal oomaiee1on to report to Consreee ae eoon ae 

teaelble on the Yarioua aepeote ot aoet dee1rabla 

1ntergoYer~~Mntal tieoal policy. SUob a oou1u1on 

should be made up or men or ab1l1tJ wbo enjoy the 

h1f'tle et pou1ble publ1o ccnt 14enoe, tho are taa1l1ar 

•ttb the tleoal probleu or Federal, etate m4 local 

go•em~~enta, but who w-ill repreeent the publ1o at large 

ratbtr then particular govem•ntal unite. 
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Overlapping taxee have grown 1n number and e1~e 

ao both Federal and state governments have eought 

new revenue. Grante-1n-a1d are being deaa.nded ot the 

Federal Oovernaent in increasing amounts. The reeulte 

ot our tieoal situat ion are inoreaeingly uneatietaotory 

to both the state governments and the Federal Government , 
&nd more and more burdeneome to mMy taxparere. The 

t1nd1nga ot auch a oommission should aeeist ue 1n 

achieving a more orderly relationship between the 

Federal , state and local tisoal syateme. 

Thus tGr I ~Ave talked about two broad tll~al 

matters ot great 1amortance to the Treasury. Let 11e 

turn now to questions ot taxation, 

I deeire first to reiterate a number ot recommenda­

tions tor tax changes •h1ch have previously been pre­
sented to rou. 

1, In his Budget Meaaage or January ), 1939, the 

President recommended that Congrese extend the miscel­

laneous internal revenue taxes wbioh under exieting law 

wlll e~ire next June and July, and to maintain the 

current rates or those taxes which otherwise would be 
reduced in June. 

2. I.n his meseage or Januarr 19, 1939, the 
President recommended legislation making all government 
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ealar1ea hereatter earned and all 1ntereat an go-rem­

ment eeour1t1ee hereafter issued subject to J'ederal and 

sta te income tax laws. That part of tbie reooDUDendat1Cil 

doal i .ng with government ealar1ea, I am pleased to note , 

baa already been incorporated into law. 

J. In m:y statement of Karoh 211-, 1939, I presented 

for :your oons1derat1on four alternative rate plane for 

old-age i nsurance oontr1but1ona during the next three 

:years. 

11-. The Treasury Department has pointed out from 

time t o time tbl t the present lav allows excessive 

deduot1ons for depletion of o11 and gas velle and 

certain mines. Removing tb1a inequitable apeo1al 

privilege vould produce a substantial amount or revenue . 

It aeeme ph:ye1oally 1mpoea1ble at this eese1on of 

Congress to rewrite the tax lave betore the epeo1a1 

at~ oomaittee has oonterred vlth etatee and llunlo1pa11-

t1ee and br1nge 1n a report. 

With regard, however, to the epeo1t1o 1te• 

mentioned 1n Oba1naan DolJ8hton ' s letter, I aa glad to 

present tor :your consideration a summary ot the findings 

ot the Treaeur:y starr. Betore oo-enting on thea, 

• 

~45 

i 
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I wish 1:0 emphashe the i mportance or the e tatement 

1n the Oha1rman1s letter that •a tundamental pre­

r equis i te or an:r tax rev1e ion at th1a ti11111 1e 

maintenance or the preSent revenue. • We must not 

rorget that one ot the important obJectives o! our 

t1Bcal p rogram is to a_oproach a balance between 

revenue a and e;,;pencU turea. For this reaacn an:r tax 

r oduoticns muet o! neceesity be o!!eet by tax increases 

elsewhere. I wish to enphaai~e that in my opinion we 

should under no ciroUI>Stanoes weaken the revenue­

producing c~acity or our tax structure. I regard 

this as the keystone or any program or tax revision 

that may be undertaken at this sessi on. It tax 

rev1a1on were oon!1ned to tax reductions, the resu1t1ng 

unoartcinty over o~ !isoal policy would injure and not 

help business. We must take no step which the publ.1o 

may interpret as moving away !l'<llll the obJective or a 

balanced budget. 

I turn nov to a br1e t summary ot the arguments 

tor and ags1nat t h e epeoi !io tax suggestions vhioh 

Oba.1rman Doughten a.aked me to d1eouse with you: 

1. The first i tem on Chairman Doughton 'a list 

1s the e~geation that the o~itel stock and excess 

profits taxss be repealed. Under the present law 

• 
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the oa,p1tal etoolr: tax 1e baaed upon a declared oap1tal 

stoolr: value wh1oh the taxpayer may revise enry three 

years. The declared value may be any figure that the 

taxpayer dee1ree to submit, regardle aa ot the actual 

value ot the atook. The excess prot1ta tax applies to 

profits 1n excess ot 10 peroent ot auob a declared 

value. The taxes are thus not r eally taxes on the 

value ot oap1tal atook or on exoeesiTe profits. The 

reason tor the present fora~ or the truces 1s the 

d1tt1oult)- or administering true OIIJ)1tal atoolr. and 

excess prot1te taxes. 

(a) The major defeat of these two taxes 

1e that they operate very erratically. The 

tax l1ab1li t)- t hey impose depends on the 

taxpayer ' s ability to roreoaat profits tor 

the next three years, as well as UPOn the 

amount ot profits actually realized during 

saoh ot the three years. The oloeer 

declared value turned out to be ten times 

aver88e earnings, the lower are the oomb1ned 

capital etoolr: and excess profits taxoa. 

Depart ures from suob a declared value result 

in higher t axes. 

247 
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(b) ~ UDOertaint)' o~ the oa,p1tal 

etoolt and exoeee protite taxu 11 

1rr1ta Ung and ID&)' thue be a bue1neu 

deterrent. roreoasts ot earn1nge are 

part1cularl)' d1tt 1cult to aalte 1n the oaae 

ot new bue1neeees and tholl with Wllltable 

1ncomea, euoh as the oap1tal goods 

industries, with the result that tane 

111J)oeed on auoh businesses are at t1Me 

1nord1natel)' high. 

Aga1net the propoeal are the following oona1derat1ons: 

(a) Repeal ot the taxes would result 

in a substantial loes IJ~ revenue. !l'or a 

year v1th business oond1t1ons similar to 

1939 1t 1s estimated that the lou would 

be 1125,000, 000. 

(b) It the tans were repealed, 

corporations without protite would be 

altogether tree ~om taxee applicable 

onl)' to corpora tions. At present det1o1t 

oorporat1ane declare a oep1tal atoolt valut, 

and are thus required to pay eome tax. 

~48 
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2. !'!le .. oOIId 1 t• on vhloh Obalnaft DallchtCIIl 

e.aked ae to oaaaent 1e the euggeetlan that net loeeee 

ot bueineu, both lndlvldual and oorparate, inourred 

1n one year be otteet agalnet tbe 1noo11111 ot eubeequent 

yeare. At present, 1ndlv1duale and oorporatlon8 are 

taxed on thelr annual 1noo11111e wl thout reduot1on tor 

loasea 1nourred 1n ~r1ar :reare. 

In taTor ot the proposal are the tollow~ oon­

a14era t lone : 

(a) Allowing the oarry-torward ot 

bueineea loeeee would make taxable 1.Doo11111 

~49 
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oo1AOide 1101'1 ~~early v1 th aotllal 1no­

onr a period of seftral. yeare. 

Buaineeeee with alternaU~ 1noo• an4 

loe • nCIII pay higher taxes over a period 

ot aeveral ;yeare than do tboee with .table 

inoomee. Kan;y pay 1Jioo110 taxes in a1ng le 

yeara of net 1noo110 eftn though oYer a 

period of years tbey han had no nat 

inooce or have suffered a net loea. 

(b) Allowing the oarry-forward of 

bus1neea losses would somewhat inoreaae 

the inoentive to new enterpriees and to 

the expansion of the oa,pital goods 

induetriea, wh1oh are aubJeot to wide 

tluotuat1one in earnings. 

( o) .l1lov1ng a l.ose oarry-forward 

would reduoe tlle adla1n1atrat1ve d1tt1-

oul.t1e a oauaed by the taxpayer• 1 effort 

to eh1ft items of ino,_ into l.oea ;yeara. 

The dlaadvantages that woul.d need to be oona1dered 

in oonneotion with the propoeed oarry-over are thel8: 

250 
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(a) Aeeuming that the oarrr-torward provi­

sion was not made retroactive and that the 

l aw applied tiret to 1940, there would be no 

r evenue loaa until the tiaoal rear 1942, 

after which the lose would inoreaae over 

tbe number ot rears required to reach tull 

appl i cation. For exaEPle, in a r enr ot tull 

appl1ca tion it 1e est11118ted that the revenue 

lose trom a three-rear oarrr-torward provi­

sion would vary between ~25, 000 , 000 and 

8200, 000,000, depending on the bue1neee con­

ditions ot the year and t he three preceding 

rears. 

3· The third item on your Chairman ' s l i st ie 

the su ggestion tbt. t corpora tions be allowed to deduct 

t heir net capi tal loeaee in tull tro• t heir Ordin&rJ 

incomes. Under the present law an exoeaa ot corporate 
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oap1tal lo .... onr oap1tal p.1JI8 ou be 4e4uote4 tro. 

or41nal')' 1noo• only to tile extent or t2,ooo. 

In ruor or th1a propo .. l., ttuo rol1CIIIf1ng oond4era­

t1ona lla)' be advanced: 

(a) Allowing corporate net oap1tal loaaea 

to be 4educted 1n tllll tra. ordinary 1noo• 

woul4 ulte taxable 1nc- co1no14e IMire nearly 

with the 1no0110 1'r<D the total operation• or 

tile corporation. J.t preeent net oap1tal 

gain& are alwa)'8 talten 1nto account 1n tax 

computations while net oap1tal loaaea 1n 

exoeaa or t2,000 cannot be recogn1&e4. 

Aa a reeult a corporation II&)' be obl1ga4 

to pay an inoa.e tax 1n a )'Bar when 1ta 

1noo .. rro111 other aouroea wu wiped out 

by capital loaeee. 

(b) J.l1CIIIf1ng the 4educt1on or corporate 

ne1: oap1 tal loeeea troa other 1nc- a1ght 

a44 to 1nnetaent e1noe corporat1oaa woul4 

have greater 1noent1n to 1nveat 1n the 

aecurit1ee or otber oorporat1one or to launoh 

new Tenturee or tbe1r Clllfll. 
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Against the proposal are the following oou14era­

t1one: 

(a) '!'be allowance of the full deduction 

ot corporate net capital loseee from other 

1noo111e would result in a eer1oul revenue 

ahr1nltage in :rears of declining pr1oee tor 

securitlee and other propert7. lloraall7, 

these are the yeare when the need tor 

revenue 1e moet acute. It 1e esti~~ated 

that on the basis of calendar ,ear 19~9 

levele of business the reYenue 1011 might 

be approx1matel7 $70,000,000. 

(b) Corporations that hold aeourit1es 

oould reduoe their taxable 1noome and thue 

minimize their tax liab1l1t7 b7 eelllng 

those eeour1t1Ba vhloh had declined in 

value . 

11-. The fourth item on the Ohalnlan'a 11at on vhloh 

I have been asked to give the proe and oone 1e the 

suggestion that the deductions tor oapital loeses of 

indivi duals be liberalized. 

In favor of euoh a change the following cone14era­

t10NI are pertinent: 
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(a) It would put tlM 1Doo• tax aore 

nearly on the baa1e of aotual inoo.. o.er 

a period of JB&re. 

(b) It would tend to et1mulate the 

aeeumpt1on of f1nano1al and bue1neu r1eka. 

Tbe propoeed aore liberal treatment of o~1tal lose•• 

would, on tbe otber hand, have ea.e undee1rable aepeota: 

(a) The revenue would be reduced. rar 
a JB&r w1th bua1neae oond1t1one eial.lar to 

those anticipated for 1939 1t h est111atad 

that the lou 1n revenue would uount to 

approximately $4o, ooo,ooo. 

(b) The liberalization would result 1n 

some evasion of tax through deliberate 

manipulation of sales of assets on wh1oh 

loa••• had accrued. 

5. The final i tela on tbe Oba.1raan'a 11at i • the 

augge et1on that the upper surtax rate• be reduced. 

At present the noraal. tax 1e ~ percent and the max1IIIWII 

surtax rate, applicable to the ucunt of eurtax aet 

incomes 1n exceee ot 15,000,000, 1e 75 percent. 
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In taYor ot the propoeal are tbe toll.owillg 

oona1derat1ona: 

(a) Tba present top eurtax ratee ma7 

deter pereone v1th Yery large 1noomee trom 

investment 1n pr1nte enterpr1ee. Under 

the preeent l.av tba taxpa;yer v1th 8500,000 

aurtaxabl.e net 1noolll8 ooul.d retain h'oo an 

additional dollar ot 1noome onl;y 26 oente, 

74 oente be1ng taken 1n Federal. 1noome taxes . 

H1e ahara ~ be turther reduoed b,. etate 

ta.xee. It his inooma vere at111 higher he 

would bear even higher rates. 

(b) Tba rate ma;y be so high a• to have 

passed the po1nt ot maximum revenue return 

b;y enoourag1ng the eh1tt1ng ot tunda trom 

taxable investments to tax-exempt eeour1t1es. 

Aga1net reduo1ng these top eurtax ratee are tba 

to1lOV1ng oona1derat1ons: 

(a) When the aggregate tax burden 18 

great persona v1th espeo1allT large 1noomee 

oan r1ghttuU:r be expeoted to molte extra­

ord1nar:r eaor1t1oea. A more equ1 tabl.e 

d1etr1but1on ot 1nooma maT also be 

prcmoted. 
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(b) 1'he ex1etenoe of a large Yolu.e 

ot tax-exempt eeourit1ee now proYidee 

individual& in the higher income groiiJ)e 

with a tax-tree haven to wh1oh the7 oan 

resort it ther ohooee, eo that the tax on 

inoOM troll all. aouroea 1e muoh lower than 

the aurtax rates would 1n4ioate. 'l'o 110et 

th1a obJection it hae been suggested b7 

sCM, notablr Senator Gl&ea, that tax­

exem"t income be 1nol.u4ed at the bottom 

ot the rate brackets instead of at tbs top, 

ae 1s now the case, thus 1noreaaing the 

rates appl1oable to other inoome. 

( o) 'l'be 1mme41ats effect ot lowering 

the top surtax rates woul.d be a lou 1n 

revenue. J'or a rear llke 1939 1 t 1e 

eet1aated that the loas trcu reducing the 

t op eurtax rate to 6o percent would be a 

little more than $1.0,000,000. 

(d) 'l'bs effioaor of reducing b1gh 

surtax rates tor the purpoae of 

atimulat1ng innstment 1s aubstant1all.7 

weakened b7 tbs taot that to a 
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penon 1n the aurtax braouh ot 6o peroant, 

tor 1a. tanoe, an 1nveat•nt vcml4 !:lava to 

prorl.cl.e a yield ot at leaat IS peroent with 

no r1ek 1n order to be more attraot1n than 

the alternative be haa ot 1nveat1ng 1n atate 

bonds ot pr1111t qua11t;r. Ot oourae, v1 th 

preaent rates persona 1n the h1gheet braoltet 

liMit obtain taxable ;r1elde ot at least 14 

percent v1th no r1ak to retain ae muoh proti t 

aa oan be obtained trom a 2* percent non­

taxable 1n oome • It 1a to be doubted vbe tber 

there are many such 1nveat11111nt opportunities 

not already ee1ud by oorporat1one or b;r 

persona 1n tbe $50,000 to $150,000 braoltet, 

'l'h1e tact demonetratee that a reduction 1n 

high eurtax rates without at tbe same t1me 

reducing eharpl:r curtailing tax- exeJIII)t1on 

priv1legee oonatltutea a ver:r dubioua dertce 

tor at1mulat1ng inveat.ent . 

I have all'lad;r empbaa1ud t11a t 1n ..,. opini on tax 

revia1cn at th1e time must not be permitted t o reduce 

the revenue- producing capacit;r ot the tax a:retem. 

That maane that tbe adoption ot an:r ot the abon 
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euggeet1one invol Ying loee ot rennue IIUit be ooupled 

with revenue-produo1ng l'IIV1eiane eleewblre. 

ver-r d1ttioult problea t or Ocmgreea to taoa. 

'l'b1a 11 a 

'1'111 tuae 

resorted to t or replacing anr loet reftllue ehould ban 

the least harmtul ettactl on bue1nese and ehould 

contri bute to greater equ1 ty . I suggest the following 

three poea 1b1l1tiee l 

1 . 'l'he corporation income tax rate could be 

1noreaaed. Tbe corporation inoolll8 tax in anr e vent 

will have to be acted on at th11 eess1on e1nce it 

e;q~1ree at the end of 1939. In renewing the tax 1t 

1e important that etepe be taken to reduoe the poea1b1l1tr 

ot cloeely- held corporati ons piling up profit. and not 

paying them out in taxable d1Y1denda to etooltholdera. 

2. Individual incocae taxes oould be 1noreaaed. 

There is merit to the suggestion that the rates on 

inc0111e brackets between t15,000 and t250, 000 are 

relati velr lew compared with incomes ot le81 than 

$15,000 and more than $250, 000, and oould be increued. 

Furthermore, to pl'OIIote good c itir;eneh1p, it 11 f elt 

that every i nd1Y1dual and teailr with 1noo• ot more 

than 1800 could pay end would be wllll~ to pay a 

small tax. 
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3. J:etate aDd gUt taxee ooul4 be 1Jiore aee4. 

In oono1u1011, let •• eq that 11' :rou are 

1ntereeted 1n turtber 1ntor.at1on, ay etatt and I 

e.re prepared to turn111h 1t and Will be happy to 

vorkw1tb you to tbe extent that you may dee1re. 
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I am here this morning in response to Chairman 

Doughton ' s letter in vi t1ng me to present intormatiCil 

relating to certain tax proposals and other perti nent 

catters. 

Tax proposals cannot be d1scuseed canprehensively 

o:xcept in relationship to our broad national and fiscal 

position. 11e are nCM in the midst of a world situation 

.:hich imposee on this Government a special responsi­

bility, 11e mUB t demonstra te that a d emoc r ati c govem­

ment has the p 01o1er and the fl.ex1b1lity to survive a 

prolonged cr1ais and chaotic world conditione and yet 

emerge with the strength of ita tree institutions 

unimpaired. Preservation of our democratic form ot 

government over a long period of years requires, in r:;y 

opi nion, a fiscal program which has a fourfold 

objective: (1) procotion ot tree enterprise and 

pr ivate investment; ( 2) atta.inment ot tull business 

recovery; (3) maintenance of our public finances in a 

soun5. and unassailable p oeition, and ( 4) a just dis­

tribution or t ax burdens and a more equi table distri­

bution ot national income . 

Sucoesstul operation ot d emocracy demanis that 

all tour objectives be solidly linked together. 

--

• 
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When we oone14er any IIJ)eoitio change 1n our tiaoal 

program we IIIWit satiety ouraelvea that the ohange 

~~~akes tor a better and not a wor .. d1atr1bution ot 

tax burdens and ot national inoo•, that the change 

promotes and does not retard bue1neu recovery, and 

tbat t he change makes easier and not more d1ttioul.t 

establ.1eb.-nt ot a bal.anoed rel.ationah1p between 

revenue s and expenditures. 

Ful.l. attainment ot these obJectives 18 d1ttioul.t 

at best. It 1s made more d1ttioul.t by a new aDd 

oa1noue deTel.opaent in vorl.d atta1re -- the a~ment 

race now gripping the important nations ot the worl.d . 

Great Br1ta1n in the p resent tisoal. year 1e spending 

$3 bil.l.ion on anuuaente, or almoet 50 percent ot ita 

national. bldget; France is devoting onr 4o percent 

ot ita national. govem•ntal. elq)end1turee to the eame 

purpose; Ital.y, 50 percent; Germany, probabl.y 6o 
percent; Japan OTer 70 percent. Theae huge npend1-

tures are being t1nanoed l.argel.y by borrowing. !be 

raoe is becoming more intense and there 1s no end in 

a1ght. 

For ua the danger ia that theae devel.op•nta may 

mean a neoeasaril.y 1noreaaed ooat tor national. detenee 

bere, together with monetary instability abroad, 
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41arupt1on or our t ore1gn commerce, and perhaps other 

unsettlements , the consequence a ot which we cannot 

tully pradi ot, I n this connection, i t 1e i nteresting 

to nota that in our budget tor this ! i acal year 

expendi tures tor past ware and nati onal det enea are 

almost one-tourth ot total expenditures, 

No major problem !aol.n8 thia government toda;y can 

be solved properly wi thout tull oonaiderat1on or the 

poa1t1on ot th1a country in relation to the present 

international or1s1s. The unm1e takable i mplication 

ot the international situation ia that we ehoul4 look 

ahead to our t uture f i scal position and redouble our 

ettorts to attain tull r ecovery, High nat i onal income 

and a sound tiscal posi tion are essential to adequat e 

national da! enee. I t i s against this background that 

we reexamine our t i scal program • 

.l fundamental objective ot sound t1nanoe clearly 

1e a balanced budget. There 1a, ot courea, no good 

reason why taxes mue t exactly balance a:xpend1 tures 

each year any more than each month, each week or e ach 

day. Thera are peri ods duri~ which aound fiscal 

poli cy ca~ls t or an excess ot outgo over income , and 

others when it oalls tor an excess ot income over ou t go . 

• 
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In a depreea1on 1t 1e iDerttable that there will be 

deticite. Renouae dacll .. at the same U• thet the 

Federal Gonm•nt ie called upon to undertake 

ine a capable 1 ocial and econ01111c burdene. It, however, 

det1oits are too long continued, the depreeeive ettecte 

ot uncerta1nt:r telld to llab recover:r 11ore d1tticult . 

ThB sequel to det1cits in emergenc1e a should be 

surpluses during :rears ot prosperity. That wae and 

is one ot tile broad purposes ot seeking to raise the 

national 1nc0111e to a h1gll level, thus assuring revenue 

great enough not oul:r to end the deticita wll1oll began 

1n 1931, but also to reduce tile pUblic debt. 

In carrying out our tis cal policy 1 t would be 

llelptul to have machl.ner:r wll1cll would more tull:r 

coordinate our ettorts. It ie not the prerogative ot 

any adll1n1etrative Department to ll&ke suggestions to 

tile legislative branch ot the Government tor the conduot 

of its work, but I am sure that :rou would wieh me to be 

frank in euggeet1ng wa:re ot euraount1ng d1tt1oult1es 

wll1oh I bel1en nov attend the Joint etforte ot the 

Ya:ra aDd Keane and F1nanoe 001111111tteee and tbe Treaaur:r 

Department. 

It, tor inetance, tbe Va:re and Keane aDd 

~propr1at1one Oo.altteea ot t111e Bouae an4 the r1nanoe 
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and AppropriatioN~ Commit tees ot the Senate could 1118et 

each session ae one J oint Oommittee on f1eoa1 Policy, 

to consider the over-a11 aspects ot the expenditure 

and revenue programs, siaplitioation and greater 

effectiveness would result. The Budget Aot ot 1921 

set up a procedure tor the orderly formulation by the 

Executive ot tisoal proposal~ and tor their submission 

to the Oongr ese ae a unified budget. No comparable 

procedure has been set up in Congress tor considering 

revenues and expenditures together as two inter­

related aspeote ot a single problem. I hope this 

Oomm1ttee will agree with me that some suoh innovation 

would improve the ettio1enoy ot the Government. By 

providing tor a preliminary legislative consideration 

ot the ove~all pioture of appropriation and revenue 

measures i t would give Congress a broad perspective ot 

the ll&llageoent ot the Government 1 s f i nances and pen11i t 

a better ordered coordination between the executive and 

the legi slative branches in thie field. 

This j oint committee would in etfeot be a lens 

through vh1oh all appropri ation and revenue measures 

oould be viewed in relationship to both what the nation 

needs and what the nation oan attord. Thia oo111111ittee 

oould have continuous l ite tor t he purpose ot actively 

• 
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etudyiJig t1acal problema between as well as during 

sesa1ona of Congreae. Tbe Treasury Department would, 

ot course, cooperate tully in thi.e work to the extent 

that the committee des ired. 

Thus tar I have dealt w1 th the financial problema 

266 

ot the Federal Government alone . We muat remember, 

h~ever, that even it we had in operation the best 

cooceivable Federal fiscal plan, we still would have 

touched less than halt ot the tax problem which confronts 

tbe nation. Almoa t 6o percent or the total tax 

revenues ot the country are collected by state and 

local governments. 

We have tellmd about removing injurious Federal.­

State tar. conflicts tor the past five yeare. Our 

predecessors talked about the same problem. I 

recot:l.lliBnd that Congreae ore ate a small temporary 

national comoieaion to report to Congress as soon as 

feasible on the various aspects or moe t desirable 

intergovemmentel tieoal policy. Suoh a oommiesion 

ehould be made up or men or ability who enjoy the 

highest poeaible public confidence, who are tamillar 

with the fiscal problema ot Federal, state and local 

governments, but who will represent the public at large 

r ather than particular governmental unite. 

• 
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Overlapping taxes have grown in number and size 

as bot h Federal and state governments have sought 

nsu revenue. Grants-in-aid are being demanded or the 

Federal Government in increasing aJ>ounts. The results 

,67 

ot our !isoal ai tunti on are increasingly unaat1staotory 

to both t he state governments and the Federal Government, 

and more and more burdensoae to many taxpa;rers. The 

findings of such a oomais a ion should assia t us in 

acb1ev1.ng a more orderly relationship between the 

Federal, state and local fiscal systems. 

'l'bu8 tar I have talked about two broad fiscal 

matters or great importance to the Treasury. Let me 

turn OGf to questions or taxation. 

I desire first to reiterate a nucber or reoo~enda­

t ions tor tax changes which have prev1.ously been pre­

sented to you. 

l . In his Budget Messase or January 3, 1939, the 

President recorcended the. t Con~:ress extend the miscel­

laneous internal revenue taxes which under existing law 

will expire next June and July, and to maintain the 

current rates or those taxes which otherwise would be 

reduo ed in June . 

2. I n his meeeage or January 19, 1939, the 

Preaiden t recommended legislation making all government 

• 
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aal&riee her.&ner e&rned ud U.l intereet on gonrn­

ment seauritUe hereafter 1aeuad aubjec.t to J'ederal ud 

state inaome tu: awe. That p.rt ot th1a reooamendaUoa 

dealing with goTernment salaries, I aa pleaeed t o note, 

bas alr ead)' been 1naorpor&ted into U.w. 

3· In ay statement ot Karab 24, 19J9, I presented 

tor :your oone1der&tion tour altarnat1n rate plana tor old­

age inauranoe aontribut1ona during the next three )'eare. 

4. The Trea eur)' Depe.rtaent baa pointed out tros t1• 

to t1me b t the pr.eent U.w allows exaess1Te deduat1one 

tor depletion ot oil and gas wells and certain 111nes. Re­

IIOT1ng t h1e ineqult able epec1&1 prirtlege would produce & 

eubetant1&l asount ot reTenue. 

It eeema ph)'eica ll:y 1mposs1ble at th1e se ssion ot 

Congres.s t o r.wri te the tu: awe betore the epeo1al atudJ 

aommittee baa oonterred with etatea and aun1aipal1t1ee 

1n a 

W1th Nprd, howenr, t o the apea11'1a 1tea1 aentioned 

in Che1raan Doughten 1 • letter, I lhall be gad to han 

members ot tbe Treaeur)' start present their fl ''II• tar 
your oona1deration. They are prepared t o d1soues with 

Jou the tollow1ng: 

Repeal the cap1t&l stock ard exaeaa protit. taxes, 

Allow bua1neea net l osses in one Je&r t o be oarr1ed 
forward and otteet a gainst inoo• in subsequent )'ears. 

• 
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Perau corpora tione to deduct net capital loaaea 
troa ordinar:y tu.ble 1ncoM. 

Libe ral1r.e thl deduc t1ona all01red for net capital 
louea 8UII ta1ned b7 indiYiduala. 

Reduce tbe ind1Y1dual surtu rates 1n the upper 
braclcate. 

I wiah at th1a point to eaphaa1&e the 1.aportance 

of tbe atate~~ent in the Cba1I'II&J\ ' • letter that •a 

fundamental prerequ1a1te ot an:y tax reY1a1on at th1.a 

time ia maintenance of the preeent re•enue.• We muat 

not fOrget that one of the 1aportant object1Yn of 

our f1aoal prograa 111 to approach a balance between 

revenues and expend1turee. For th1a reason an:y tax 

reduotiona IIUat of neceaa1t:y be otfaet b:y tax 1.n­

oreaaea abewbere. In rq op1n1on we lhould under no 

o1rouiU tancea weaken the reYenue-produo1ng oapao1 t)' 

ot our tax structure. I regard th1a as t he lte:yetone 

ot an;y prograa of tax reY1.S1CUI thlt aay be undertaken 

at th1a aeaaion. It tax reY1a1on were confined to 

tax reduct1ona, the reault1ng uncerta1nt:y OYer our 

t1ace.l pol1or would inJure and not help bua1neaa. We 

lllWit take no step wb1.ch tbe publ1o 8&1' interpret aa 

110rtng ••G3 from the ob.)eot1•e ot a b alanced budget. 

-
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The adopt ion ot anr or the above auggeetione involving 

loaa of revenue auet be coupled with revenue- producing 

revlsi one elao~ere . Th1e ie a very difficult problem 

tor Congress to race. The taxa• resorted to t or r eplac­

ing any loot revenue should have t he leaat harmful 

ettects on business and ohould contri bute to grerter 

equity. I auggeet the tollowing three poeei bllitiee: 

1 . The corporat i on income tax rate could be 

increased. The corporation income t ax in any event 

will have to be acted on at this session since i t 

expires at t he end or 1939. In renewing t he tax it 

270 

is important that steps be t aken to reduce the possi bility 

of closely-held corporations piling up protita and not 

paying them out in taxable dividends to stockhol~ers . 

2. In~j,vidual income taxes could be increased. 

There is mer it to the suggestion that the ratea on 

income braoketa between $15, 000 and $250, 000 are 

r el atively low compared with incomes ot leas than 

$15, 000 and more than $250, 000, and oould be increased. 

FUrther:ore, to promote good c iti&enah1p, it i s felt 

that every individual and family with 1ncoae ot more 

than $300 could pay and would be willing to pay a 

small tax. 

3. Eatate Qnd gltt taxes could be inoraaeed. 
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In oonclualon, p~rnlt •e to aay that the aoat 

important taak we have betore ua 1a to do everything we 

oan to promote lasti ng buatneaa r ecover y. Our oon­

ai~erntlon ot tax changea must have that naoeaalty 1n 

mind aa well aa revenue needs. I ainoerely hope that 

Oongreaa w111 study the epeo1ti~propoaa1e that Chairman 

Doughten has mentioned as well aa any othera that 8&y ba 

ll&df trom that standpoint. 

Wembera ot the Treasury atatt Will be ava1lable to 

turni ah any aae1stance that they oan. 
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.......... JQa !II .alftml 

Propoo&lo for IJioi'MaiiiC NT- aJ'I Uoori'be4 0J1 
paceo 9 \o 22 I.Dolu.oi'N of tho ICacill-lbo'llll book. fbere .... 
\w c-J'Al pro-• pre .. h4, oae \o illoi'Mal JlolanJ. tax .......,.. 'o7 uarl7 .1000 a1111011, U.. ot.ber \o I.Dor- \ha 'o7 uarl7 .2000 a1111oa, oa U.. 'oaah of 1936 bu.oiuoe ooa-
41Uoao. 

~ w ....... I.D r..,. ..... I.D 'both procnao ""ol4 - fJNa: 

(1) Iaor-• I.D 1a41T14Dal 1a- tax rateo ua4 
uor ... eo I.D penoaal e:u.pUoao, ua4 

( 2) Iaor-• I.D tbe rat•• ot \be ••'-'• aa4 ctn 
taxoo, 4eor ... eo I.D ~Uou, aa4 ooor41aaUoa of \be no tano. 

~JI: wbiah voul4 re4u. rnema .. are: 

(1) !be .ore 111>eral tr•-' of lnaaiaeoo u\ loueo 
ua4 oorpi'-1 ut looHe. (Di-oe4 a\ U.. 'bot'- of pace 
15 aa4 oa pace 17 .) 

( 2) llepeal of tu oorpHal o\oola: aa4 uoeoo protUo 
taxoe (pace 17), u4 

(3) llep.l ot eo• of the -h• taxoo . (pace 17) 

fbe two procr•• 41ffer oal7 I.D u.. ra\11 ot \be 1a41T14aal 
~tax • 

272 

.t. table llllow1JIC rtelu of u.. propoleol _,_.,. w I.Dor­
r..,......, 'o7 aearl7 .1000 aillioA 1o o11owa 011 pace 11. !be pro­
pooe4 rato oahl4alea are aboa oA paceo 1~ u4 19. !be IJiooM tax 
rate aahe4ole for \be procru \o l'&iae aearl7 .2000 aill1011 1101'1 r- h abowA OD pace 22. 

!be ICacill-llllo .... PI'OCJ'-• 41ffer fr• U.. P>'CICI'M .-rbe4 I.D lahldale l of tu •-raa4a of Oo\oller 24, 193J pr1Mr117 1A \bet U.. latter Gallet for .aller iaor ..... 1A ~ u4 ea\ate u4 cUt tAXI a , u4 111poee4 a _,... of o\ber tn-• of taxi a . 

• 
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!be•e are Mr. Blougn'• eucs••t1on, to go 
1n after the third panpaph of pap 8 to take 
~ne plaoe of all the pro• and oon• following after 
page 11. 

273 
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Bowet .. , 8Ct101l 1e •-11&17 oa a\ 1 .. \ OM •ttu n.ot 

11lo1114o4 in \bo earlier roo om nhUoM. 'lbo corporation 

inoo:oo tax otruoturo ezp1roo at tba ond of 1939. In~:;--1 
~ 

the tax it io i11p0rtant tbat t;i.;:~ 1no1114"l ~ 

tbo pooolb111Q' of clcoe!T-held oorporatlono p1l1JIC 1lp profUo 

and not ~ tbaa out in tazal>lo 4h14an4o to otocldlol4U'O • 

.t. """bor of otbor ~oUOM ba ... boon rooohed ~ tba 

Tro&Wr7 bon u- to u •• tor rerlolac tbo corporation ~ 

otruoturo "" lrd1 ae otber W«&eot1ono tor tax ro1'111on. 

I t you aro intoreoted in ba'f'1ac tbo proe and co"' ot th'"'o 

propo~&le 4hcmue4 and information eubllitted concorn1nc tbair 

ortooto, 1r0 oball, of co11.r1e, bo &l.a4 to oubal.t tb 4oo1re4 

1nto~Uoa. 

I* ~4 11.D to o..,baoho tbat an:t tax ObaJICII adopted 
' 

ebould not roduoo tbo total roftDII.oo, llbato ... r rorleio"' 

an:t be aado in tbo tax IQ'otoa it will baft to brine in ao 
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!l'hio h a "1'7 ditticul. t 

prolll• tor CoDU••• to ta.co. We -•t not torpt that one of 

t he l.loportiUlt obJeoUno ot OllJ' thcal procr- 1o to &lJPZ')ach 

a llaliUlce between roYonu .. and p:ponditurea. l'or thit r.,.toD 

1 t 1t necona.ey to ott11t aq tax r eductlou with tax 1ncrauea 

oloovharo. I vbh to Olllpbaaho that 1t h rq opWon that Wlder 

no cl..-tanceo ohoul4 vo voakoa tho ren.,.,...proclucl"C capac1 \7 

ot our tax otruoturo. I reprd thlo aa the ko:rotone of aDT 

prouom ot *ox revialon that mq llo undortai<Atn at thit oeooion. 

It tox rorlolon were to talco the fora oalT of tax roductloDO, 

the r11ul\1"C uncertain\)' o...z .,... thcal pollQ)' would inJure 

aDd not help buoin01o. 'tlo .... t talco no otop vhioh tho public 

lief interpret ae 110'1'111& awt>;~ from the obJecUYO of a balanced 

!'axot reoortod to tor replacl"C aDT lc11 1n re ... mae ohould 

ha,.. tha leut har.tlal ottooh on bualne11 and ohoulcl ccatr1buto 
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merit to t ho oucreotion that t ho ratoo on 1AO~ bracketl 

bot- $15,000 &4 $250,000 are rolat1ftl.7 low COIIp&rld wUh 

1nco•• of lou than $15,000 &114 110re than $250,000 , &114 o01ll4 

bo 1ncreaae4. Jl&rihonooro, » pro110to C.o4 o1Us..W.1p, U 1o 

folt that Oft!')' b41'rl4nal u4 faaUT with boo• of 110ra than 

tsoo oouJ.d pq u4 vould be w1111nc to PlliY a 111&11 ta:<. 

J, letato &Del &itt t.,.... coul4 'bo 1nori&Md. 

I shall not dioew~e ln detail All,}' tal< • ...,...,,, 'bQt rq 

stan &114 I .... pr_.d t o tllr111th h.rthor 1nfo..-tl.on u4 

will bo haPW to vorl< with 7010 to tho oneat that 7GV..., 4oe1ro. 
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Preaent: 

lla7 8 . 19311 

4:30 pa 

llr. Hanea 
llr. Gaston 
Dr. Wn1te 
Mr. Duttleld 
llr. jjloufSil 

HK,Jr: It 1s very dltt1oult t or ae to tell you tn1s thing, because I don't know now to put 1t , but there may be a nappy ending. 

277 

Well , nere'a the potnt. I anowed the Presi­dent wnat l ceil tne report w1tnout ~ne proa and oona. Well, ne wouldn't even let me fet it to him. He aaid that he met with tne "big tour this morn1n~ and they are opposed to any tax 0111; T.nat thor can ~ uave a tax 0111, and n .. aa1e1 "l oan'lt go and say to ll.r. Uarner and tne rest ot them l did you or d1dn' t you ear tu1a •. And wn .. n ! !at u1m rinally get around to Dougnton' • letter, he aal.C1 it was 'errlble and ! e11e1 not unaeratand ana ao ~tn ann eo on. 

eaid , 
said, 

"Thuraday" -- or wnenever ! wae over there
1 I • everyt111ng 1n here you o. lt'd. • 'Well, he •tnat waa before l saw the leaders.• 

So J. aa•d, • J4r, Preeinent , wny don't fOU eave youreelt all the trouble and tell 1111 you don t want a tax bill. It will make 1 t eo muon eaeur. • So ne eald, •well, tne{ !1lte your 1dea or tue UOmm1T.tee and au tua~ etutt. 

So I aaid, •wall , I am not go1ng up on the nill, Mr. Prea1dent. llr. Dougnton ·~• Juet announoeo tnat 1~'s Aomin1e~rat1on polloy ~nat there 1an•t goJ.ng ~De any ~ax 0111. I would not go up tnere. • 

There 1a no uee going througn all the arguments. lie gave me tn1e argument and tnat arguMnt, and ao on. 
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So I aald what waa I going to tell Doughton, and he called Daughton and ia having him come tomorrow morn­ing at 9 o'clock. I am to be there. 
So he went all through this - - I can't repeat· not t hat I don't want to; I can' t remember it. It ' • not hing new. It's Just one thing after another until I was shoved completely ott. I said, 1You have got me down, Mr. President, but I a m not going up on the Hill. It this ie political, and Administration, let the Admin­i stration announce it. • 
1 Well, 1 he eaid, 1aatbe there ia a place in be­tween. • And then he sent tor a stenographer and dic­tated a letter that be eaid Doughten should write to me. 

Then he said that be likes this idea of a ooma1ttee and he said if tbe Couattee would reoouend reduce aur­taxes, etc. , do that effective the first of January, he would go along with that . The Fiscal Committee. 
So he kept saying what I thought about it. I eaid, 1 I can't answer, Mr. President . After all, you have reversed youreelt. You are giving this to me new. wrAt do you expect me to eay? 1 So he aa1d, Well, say something. I said, 1No. I am not going to eay any­thing other than that I am not going to go up on the Hill . • 

Well, then, he said, 1Have you ever thought that maybe this country ia a tao ,ooo,ooo,ooo to t?o,ooc,ooo,ooo country. Maybe that's what it 111 going to be. Maybe what we are doing now;may be the baaie we are on now, maybe that'• what we are going tq be. 1 Andhe sa1d6 •well, what would you do it thia ia a 160 , 000,000,000 to •?O,ooo,ooo,ooo country? What would you dot• I aai4, 1 I have not been thinking a bout that. I have been thinking of teo,ooo,ooo,ooo. • 
•well , what would you do?• 
1 Wr. President, I can't anawer. thinking about it. 

•well, what would you dot• 

I have not been 

Be aai4, "Barring ar .. menta, whioh we hope are not 
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going to be permanent, that brlnga ua down to 12,000,000,000. Suppoaing we raiae 12,000,000,000 new t&see. 'fe balanoe the budget.• I aaid, •aere . lb7 not'" So I aa1d, 1 If you want that program, Magill and Shoup left that here laat fall . 1 So he aaid~ 'fell, briRf it along tomorrow aorning. We will ahow it to 11ob DOUC}lton. I aald, 1It1 a all written. I have looked it in the eeta. I wae afraid to ahow it to anybody. 1 So he eaid bring it aroum tomorrow morning. 
So I aald, 1'fall, ae far aa I am oonoerned, I oould go up oheertully and talk about bal.anoi~ the budget on that baaia. I oould do that ohaertully, but I aaid, 1 I Juat never thought of it.• 1 'fell, 1 he aald, 1 bring it up tomorrow ao.rning. 1 

Don' t ask me what it meana or anything alee. I had about two houra. 1 ... dragged through the knot-hole tan times. All I oan eay ia I am alive. There ia no uaa get­ting exoited, and inatead of threatening -- and I mean he did all or that and dld all of t he sneering -- I Juat kept aa quiet aa I aa now. All I oould thlnk to aay waa under the eiroumatanoae that I won't go up on the Hill. All Mr. Doughten haa to do ia aay wall, we will simply renew the taxes. There 1a nothing tor me to go up and axplaln. He di dn't llka that . 

All I oan aak you gentlemen, on your word of honor, ie not to talk about it. By ten o'olook tomorrow morning it may be entirely different. 

Oh, yea! He aeked Jere Cooper to oome along. And certainly Daughton on Saturday and Daughton today waa all tor thla. You didn't han to urge hla to write anything. 
I 1ald, "It I go up an the Hill, I oan't go up beoauae Wr. llaoCor-ok 1a going to aay to me what do you thlnk of thla tax and what do you t hink of that . 1Do you want aa to aay the Preaident or the United Statal won't let ma anawer7 It you want me to aay the Preaidant of the United Statea w~n't let ae anaW8r -- but don't you think tor one minute that they are not going to bring lt up.• 

talk 
Aa a 

He oaae baok the aeoond tiae and eald, 1Didn 1 t .. about haYing a tax on raar-nt ? 1 I aald, •aure! • matter of raot, Johnny, that'e where you atarted. 
I aald to the Prea14ant, "Here ' a an inoreua of $372,000,000. (Sea tlokar attached. ) I would like to 
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e&Y at t he pre11 oonferenoa 1 Whare il it ooa1ng troa? 1 and ao forth and 10 on and 1 bow are we going to get itT• 

280 

1Simply 1ay that you don't know anything about policy, but you sre worried about where you fU'8 going to get the aone7. 1 

lib¥ not! The huaor I aa 1n 1f they onoe get ae telling the truth, at leaet it will be good f oray soul. 
I tried two or three timea t o go. I aaid, 1 Mr. Prel­ident, you have ae absolutely down. I might ju1t aa well go. • 

1No. Sit around and t alk a while . • 1 1hat would you dol' He kept laying, 

Well, I have a long time and th1a i a the WA1 I feel . It's Juat a queetion of raising another t e,ooo,ooo,ooo. He aa1d, •can you do i tT 1 I said, •sure we oan do it. We have 1 t all. • 

I told Wlaa Le Hand, 1 You know, the Preaident put the roller over me. And then he eaw a little bit of »orgenthau sticking out, eo he ran the roller over me again. When hi had me flat, he t ook out a hypodermic of t2,000,000, 000 new taxes and jammed a little l ife i nto me . 
Well, what'e happened, they have pu1hed me ao far they will f ind the real Korgenthau. See? I am eiok and tired of straddling. 

oOo-oOo 

• 
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UCtu • .IAIIK 11,21,,JII,,.,I ACIInl.TfU ~ APPI ... JATJII - -
IJU. AD I"WD TUT ~ !!!!._ liAS AIIJYD Tl ITAIT UHCJII 

"•···-~· 111 ... crmaa 
TD IDATt AQICILTIIl C-JTTtl, UICD.J IT AIIJK '"'Ill~ fOI 

•PAIJTY PAY.llts• Tl fAIKIIS, IAIIll TIJ AIIIC11TIIl IILL IJYI, ... ,tll 
lUI .-cu UTJIIATU. TIE lUAU .. AI tlUTt II Til RIAiftl TttAJ; 
I .. IDTIAI SAlt AT A PIUS C~l TUT Til fAIII ai"'- ltiiU 

JIICIIAII Til U,~, ... , ... tlfiCIT CIIITDPLAm r• Til IUT fiSCAL 

•All A IJ,Jtt, ... , ... tlfiCJT IS PLIIITJ,• II SAil. - . IE SAil IE III liT IAU Tl IJICNI TD IIDITf tr Til aiL&. In •I 
lAilT Tl SAT TIAT Til liCIIASl, Attll Tl ... IIIIT JIAI'I tlfJCJT, 

llllaTIAI lUI fiAT If C""C!US APPIOHI TD aiU, IT IJU. • IP 

CIIOUI Tl PlftiiE Til lEtUil. 

Jll··••ur 

.. 
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All IIIIDTIAI 

U: IAI AJUJ IF Ill ITAIDDI llmiCATD If lta.T IT IU TID Tt 
STAIT CITTJN ... JD'JCJTI. U Alwuu ..UITATIICLY -n&. • 

II J"LJJD Tt lAY - CJJ I 111 IIJIIT UJII Til UtuU Tt iuf 
TIE ACIJCILTIUI. UU. t•IIAII .-!II UIJ JU PUIACI ltltU UU Til . . 
TAX PlOCIAI "'lltll JlffiCILT flAil _,tal,• 

II' UIJ liwPU, ~T IU TM IdLY Tt Uu QITIU IT IMU • 

IIECUSUT Tt llfl.l "' TAl PltCUII. 
II CALLD ArntJfJH Tt Til FACT . TIAT Til TSTI C .. U.U APPit .. IATIJ 

·S212,~,tH rtl FAll PUJTT PAYIIPITI .-! U I LD Tl PltnX UttiA. · 
•J VAl ID~I Til IIPUIIIH fiAT TAUS IHU II PlttiJD rtl TID, 

JUT l't'l CJYD IP ltn. fiAT, I AI TUJIC A IULllnC ATTITIII,• 
• • 

<FIIST Lilli Altn I I JPJCAm II RLT IT lTC> 

J / 1 -.~. 

--
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Tilt SUATI APPI A 1225,ttt,tH 11'111 Jl TU ACil!JLTUt 
li'PIOraUTJ .. aiU. r• ratct nJuiuJrT PAYIIPTI TO FAIJIDS, TIE 
lTPI US APraont IT A ftiCI Ynl. 

S/l••hUP IIIUTft SCOTTY, UleAS TOLt""Tir IDATl -TeiAT •DilUUCT FAIII 
UUSLATJOII I ILL II: IICISSAIT r• IIIII TIAU te COlli, • 

IE ASSIITEJ IUIJIC IIJATI: 01 TIE ll,21~,,af,,T2 ~CIJCULTU~I: 
APPIOPIUTJtll JILl. TIAT •til IILFAU tr tu DtJli IATJ .. USTS 11'011 TMI IELFAII or ACllCULTiiE,• 

Til SIIUTOI SAil TIIAT •oil PIASI tr til ICIIIORIC ~lfl CAIIOT IE 
IJSIICAIItl• IF Til lltlli IC ..... IC STSTPI IS ~ PltiPllo 

LUCAS tlic:ll UFOITI tr A CICMJP UAID IT Ill Tt II:YILOP A 
BaOAI•SCAU FAIII PIOSI'Ail Tt All JAUDS, 

• 

lUI TO Pllllii:NTIAL II:TO~S Alii JlfAIOIAILI S'Pitlll COUIT OPIIIleiS~ 
LUCAS SAil, FAIR LICISLATI .. lAS IIIII IIArttl ... II JIOPAIIY IUIIIC 
Tilt LAST at nus. 

Til~ SUA Ttl rtLt, 1~11, TIIAT UCIIT SJPUIII COUIT IICJSJ•s 
INIICATU TIAT •n All 1101 tl riiiiU CIHII• Tt UCISUn roa 
SOLUTION or Tllt 'r~ PIOaLIII. 

5/I••IU" 
' 
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All ACIJffi!"! I 'In-*1111!1 
UCU IUIDD TU AUJCIL111AL AI.IIIDDT !Cf A.- C.U•p TIAT 

~ 

ITI CIITICI •n tffD A C_,.. _ 1ft I .. TITn'l. a IAJI a 110 

IIOT liD CtllfiiCD TIAT II.TITn'll erraa Tt IATI IDI II.TAII1UL 
DIIICI Tl IICCID. 

II IAII ~T TU AAA WU IIC.IM lfll . NPn&l WJTI JUJ.JI 

FAIIIIII, CJTIM JICIIAID PMTJCIPATJ. II TU 1D IIAL CHP C.rltL 

PltciAIII. 

1U SPAT .. TUI IAJI TIAT IF TD AI'Pit,.UTI- lrDI YeTII a 
FnT TIAT 1tK Ut•T Dtal K 11&11 Tt ts'fAJI AIIJTIIUI. 11Y11111 
IIDD. 

•n1 AIDJCAI FAIIID HU ItT WAIT AD HU ItT SUI A IADtWT,, 
LUCAS SUI. 

,S/ 1 tiiU2P 
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R& !AX ft.UDIIf 

~es 

llq '· 1939. 11100 •• fr: 

H.M.Jr: 

Blollgbl 

B.X.Jr: 

Blollgbl 

B.M.Jr: 

Blough: 

H.X.Jr: 

Bloqbl 

.... !laD•• 
llr. ClaetOD 
lire. nota 
llr. 1ftl.1 h 
Mr. Blough 
Xr. Dutt1tl.d 

!loY 1e P~ Doqbton' 

Ve't'7 oooperaUn, aod be 1e w1ll1J18 w ohaD&e th1e 11113' V.:t 7011 w.D1:. 

low, wbat are the ob&Dgee he aade' 
low, Juet a eeoond, I'll g1Te 1:~ to rou. 

1ftla1: ohaD&e• hae be ~·' 8uppoee rou read U out lon4 the V.:t rou broll&ht u 4o11D. 

1 111 read 1t out loud tbe V.:t I walt u 4o11D 1:0 h1•, &114 eaoh ot 7011 han a oop7 ot the war 1t oue baolr.. 

lo, read 1t tbe V.:t rou brouaht 1t baolr.. 
'X7 dear Xr. Seoretarr: 
1 fbe Oo..S.ttee on Ware aod Xeaoe ot the Bouee ot Repreeentat1Tee 1DT1tee rou to IIPpear betore the Co-.lttee on XaJ • ••• • - blanlr.- 4on 1t kDow tbe date 7et - 1 •••• at wbloh Uaa the Oo-.!Uee w1ll be pleaee4 w haTe an upre .. 1on ot rour rten ae to 11113' ohaD&ee 1D our internal rennue tax lan that 7011 oone14er -tpt be bllptul to bue1n"' ae nll •• eQUitable to tupqere. Abo, tbl Oo.UUH -14 be pleaee4 w han rou C1Te 11: tbe benetU ot &n7 1nto~Uon 7011 haTe ae to the 4ee1rab1111:7 ot Tar1oue tax ohanpe wbloh haTe been eugpete4 reoentl7 b7 bue1n••• orcan1aat1one aD4 pr1Tate 1D41 Y1dual.e. ._,DC the ncpeUone 'tlb1oh han been .oet treqaenU7 11114e and 'tlb1oh I, .,eelt, haYe thDulbt m&bt be worth7 ot oone1derat1on are tbe tollow1ncz 

1 Repeal the oap1tal etoolr. aa4 exoeee-prot\te tuee. 

"Allow bu11D"' net lo .. •• 1n one rear to be 
oarrte4 torwa1"4 aD4 otteet aptut 111oo• 1D eubeequent reare. 

' 
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1PeN1~ oorporattaae ~ de4Ro~ llllt upUal lo .... troa ord111&1'7 tazable 1.Dao ... 
1L1b«raliae the dedaot1one allowed tor net capital lo .. ee auda1Ded b;r 1.D41Y1duale. 
1 1\eduoe the 1nd1rtdual aurtax rat .. 1n the 

upper braoltete. 
1It would be helpful ~ the 0oaa1 ttee 1t J'OU 111111l4~ ••• 1 

Vbat baa be donet Be 1e Juet olwlc*t the ordert 
'l'bat 1 • the - order that the letter wnt dow to h1a 1n, and the onl;r d1tterenoe baa beeo that the repeal ot tbe oap1tal atoolt and exoeee-protUe tax .. -• put up t1ret, beoauae U eeeaect l1lte aore ot a aaJor obange. 

R1gbto. 

•n would be halptul to tbe Oo..S.ttee 1t ;rou would preeent the arguaente tor and asainet ae aan;r ot thaee euggeet1one ae the !reaeur;r hae etu41ed. 
IIObrtouelT met ot thaee oh&JICee, 1t .&lpte4, would reeul t 1n a deorean 11t rBYeDUee. IDa.aaoh ae a tund ... ntal prenquhUe of an;r tax rarte1oJl at th1e UJie 1a aaillbunoe ot the preeant NY-e, the Oo..S.ttee woul.d appreo1ate U 1f JOU would &leo 41e­ouee poee1ble ,.,., ot otteett1q an:r reYeaue loeeee whioh a1aht oooar 1n an;r ohaqee ae4e. fha Ooaslttee would, of oouree, be glad to bear roar Y1ew OA an:r other pertinent aattere mloh ;rou aa:r wilh to 41e­ouee.• 

Well, llhat'• ha ohaqedt 

low, the onl;r ohaqee ot 11117 11p1t1oaAoe are tbeee. In the t1ret entmoe 1 w1U be ple&eed ~ ha•e an e:q>reedon ot JOur Y1en u to an:r ~· 1n our 1ntel'll&l reYeoue tax lan that ;rou oo11&1der 111Cbt be hal'Dtul to bae1Diee aa. well _u eqllitabl.e to tax­pa;rerel - that wam't 1n the old draft; and .I baYe a oop;r ot the old 4ratt hare 1f ;rou ~ Ulte to eee 1t. 

. . 

• 

Regraded Unclassified



B,X,Jrl 

Bloqtu 

B,X,Jrl 

H,X,Jr: 

Blousbl 

Bloustu 

Oe.aton: 

H.lf.Jr: 

H.X.Jr: 

~87 

- '-
• •• •• that aipt-. belptul to bualDeaa •••• • - that'a aew, 

!bat'a aew. 

!bat'• a11 nsM. I th111k that'• aood, 4on't JOut 
!bat ..Ua the reool'd obeok all tlYI wq t!I.JooQ&tl. 
n•a all npt. 

Alld aa14e tro• that, tba taot that t. 111 tba l.aat aeatanoe 111 tha t1rat pal'agJ'1q)h tl:lousbt U a18M -. well to illdioate tba~ ha wam 1t 4apea4111s 01117 oa b .. 1A••• aa4 p!'lnte iDdiY14uala, eo that he eqa- U'• the t1rat ~h, laat "ntanoe­•..-,nf tha nspaUona vbioh baYe -.an aoat t.,.._ quant 7 aa4a aa4 11hJ.oh I, qaalt, ban thou&ht a1Sbt -. worthJ' of ooaai4al"at1on an tbe to1low1q: • !bat'• new. • 
Where 4oea t. • .,. that! 

Laat aaatanoa of the t1ret paragnph. 
1 ... , u4 wbioh I, .,. .. lt, ban thoqbt alpt be worthJ of oonai4al"ation •••• • 

fba t I I all !'1pt • 

Alld tlYI 01117 othar obanc& waa the next to tba laat aantanoe of tha latter, top line on pace 2, where ba a44e4 1*ioh alllht ooour in &117 obance• aa4a, 1 
11hloh 11 a parelJ textual ohallp aDd haa noth1DS to 4o with tba aenaa, . 

!ba 01117 part I 4oa 1t like il th1a •n would be balptul to the Ooiii1UN 1t J'Oll W1l14 preaent tba arsuaeah tor aD4 againat aa aUIJ' of tbeaa na-•­Uona •• tbe 'lre&llli'J' haa atu4ie4. 1 laYu1t we atu41e4 all ot tbaat It'• eon ot .... 
Wall, that waa in our 41"atti Hoau .. we 414111t wut to she - 414D1 t wat to .. _ that be kllew llhat tlYI 'lN&Illi'J' hl4 atlld1e4 111 114'f'UIOe. It we ha'f'a atuc\1&4 all of ""•• wU, that'• t111e. 
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Hane11 

Blough: 

Hanel I 

Blougb: 

H.X.Jrl 

Ranee: 

R.X,JJ'l 

Ranee I 

H.X.Jr l 

Ranee : 

' 

:.ea 
- 4 -

I 1411lte w put a perto4 beh1n4 1 llll(lpete41 up 1n the .. oon4 eentenoe fro• 10he laet 1D the fiflt paragraph. 

• •••• wb1oh ba:re been eua-ete41 - per1o4t 

Yee. 

He ea14 he wae qulte w11U.q to baYe that 4one. 
We ~~peo1f10all.J' hll:e4 about that end be 4ebate4 wlletber be tbought 1t ought to be 4one en4 bl 1&14 he wae qllih w1ll1Ag 1:0 4o that. 

(On pbone, to Xn. nou) You on M ~~~ two tax booke. - 0 . I. 

What'• that that JohnDJ' H8nee wantet 

•.ueo, the Ooaaithe woul4 be plla.ee4 ••• • • - next to laat eentenoe, t1ret paragriiJ)h - 1 .Ueo, the Ooa­a1Uee woul.d be pleaM4 w baYe J'OU g1Ye 1t the benefit of aDJ' 1Dto~Uon J'OU baYe· ae to the 4ea1rab1l1tJ' of Yarioue tu ohaDgee wbioh baYe been euggeete4. 1 Per1o4. !ben leaYe out •• •• 

•••• •reoentl7 bJ bue1neee organ1&at1one an4 p1'1Yate 1n41Y14uale. t 

You think thd a1gbt rv.b the Pree14en1: tbl vronc _,., 
Yee, I 4o. Don't J'OUt I MaD I 4on't Ill &DJ' rea'\)n to rv.b 1t 111. 

()In, nota OOMI 1n) 

Well, the reaeon that •••• 

I 1a IOl'l'J', I OOIIpletllJ forgot about it. 

I lUte Kr. Banee' e aua-eUon. 

I 4o too • 

.&114 11a7 I IIJ' tllat Kr. Doagbton 41eoulle4 .peo1f1oallJ 

I 
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s.x.Jra 

0.1t0111 

s.x.Jr: 

Oaltolll 

K,X.Jrl 

Gal toll I 

B,X,.Jrl 

B.X.Jra 

llh1hl 

B.X..Jra 

Bloqtu 

B,X,Jra 
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Cat pu ... u4 lal4 be .... qa1h 'td.l.l.lq to ..... 
tlla' "' .,. 
Bow 8hn14 u 'bit 1 Al.llt, tile Oo..s."• wa14 'Ill pllaal4 u baY• 7V'I ~" u tu · tu ot ~ 1a­to~t.oa 7V'I ban aa 'o .U 41"' .. M U.~ ot Yu!.cnae 'ax obenp1 1lh1.oh baYI bllll ,._.did. 1 

Pel'1o4. 

Jacpltl4 'b7 wtao.t 

Aar'bodF· 

I •••· 
0.' out tha' 11ae, tlla' uxt 11111. 
All rlp,, I '!Wilt 'bat'• a11 111Pl'O't'_ll,, 
.._, 1111, JobAII7' 

289 

I Go•'' 111 ~ 11•• 'd'Oq 1d.th u, Ill'. llloretaJT. I thlllk U I 1 10(14, 

Oat •111bt ollaDp whloh I take 1 t 7011 •t 'be •1c­ll1t1oaaoe ot. 

VIla''' thiU 
• • • •• 1d.ll be pl•a•l4 to llaYI a11 upreelloa ot 70111' Yhwe •••• 1 Whetlllr TOU .o1114 reprd , .. d1en111oa llaJ'I u u ll1Pre111oa ot 70111' rtiWI 11 a - T01l 4oa '' -TOU "u4s-11J' a-.o14 I1Y1111 JOV.l' op1111oa. low, wblther 1rtiWI • 11 'lui - u op1111oa •••• 
Wall, I ... thl' u4 I 'a plq 'o leaYI U 111 8114 11' 'be Pre11d11R •'rUe u cnat. 
lleolllll, aftll' 111, , .. YliWI 4o IIOt Ul Q wlth tbell tov or t1YI apeo1t1o U1111. 

1ftaat iiD ,... ... t 

I Maa 'be nahooe 111 wtlloh J'Olll' newe are ailkld .S011 110' relate IPI01t1oall.J' to tbe tOU' or t1Y1 u-. Yoll are alltl4 - ,_ are 11'~'• pael'81 eane blaaobe to IJIPNII JO•r YliWI 8114 tbea 111 uka J'01l 
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H.IC.Jrl 

Vbite: 

H,IC.Jrl 

Vb1te: 

B.IC.Jrl 

• 

- 6-

IJ)80U1oall7 tor arcantw-tor and a.pUtrt. llo I tbilllt J'OU 1re in the Ollar 1n an7 11'1nt, 
Well, the -.,. I feel b, I bope tbll Pree14ent leaYee u in. Ien 1t that wbat F. ManU You're lo~ at 1t tr<a tile Prel14ant e .... 
I '• loolt1Dg at 1t troll the point of Y1ew that be aelte4 70U - I ttlaQcht 70U aoqui11oed 1D the taot that J'OU weren't going to 111'1 70Ur opinion u to the dee1rab111t7 or andeeirabilitr. 
I allo apoeecl I -•t go1Dg to go 'Ill on tba K1ll and aake a Jaoltue out of •7111t. 
Juet oell1ng attention to that, 

I aean, after all, I u the Seoretarr of tbt !rea1UJ7 and I '• not going to go up there and aot lUe a -what 4o tba7 oa1l theee tb1nge 'llbere J'OU pull the etr1Dpt 

Charlie ICoCartb7t 
H.II.Jrl lo, no. 

Duffield! 1Car1onettee. 

H.II.Jr: llartonettee. low, 1t the President want• to etr1lte 1t out, all r1sht. !bat etuolt •• 1D the ere, too. 
Vb1te: Yee. 

B.II.Jr: But rou tel.lowe put that 1D roureelYee. 
Bloushl 

Oaetonl 

B.M.Jr: 

lo, ICr, DoushtOD PQt that ln. Be eat do- and wrote on 1t, 

~n J'OU <U.eou11 an7 propoi1Uon pro ot DIOI11it7 CiYiftC J'OUr 1'1 ... ae tO ot tho11 etllldpoinh; tbo11 would be 70U han to take 1D ll1n4. 

and oon, rou are 
that tro• both 
oonelderaUone 

Be ueed the word 0 1'1 .... • 'l'be Pree1dent 11a1 not lUI u, blat J'OU will ap"M 1t 11,. .. ae auob broader •••• 
!hb 11 W.t J'OU ouaht to be aelted to do, aar I 1&7• 

• 
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Gaston: 

White: 

H. K. Jr: 

llh1 tel 

Gaston: 

H. M. Jr: 

Blough: 

H.M.Jr: 

llhite: 

Gaston: 

Hanes: 

·ol 
.~ 

- 7 -

A viev ia not a recommendation. 
We understand the ditterenoe, Herbert. I •ean it'• there, it oatohea al.l our eyea. 
Well, I bope ve leave it in. 
I mean he could justly say that "I'm giving my vieve here and not giving ll7 opin.ion. 1 You could legalis­tically take that position. It vouldn't change the position. I take it it doesn't change the content ot thie, because in this statement as it atande alone you do not g1 ve your opinion but you 111&1 be said to be giving some ot your vieve. 

I don ' t recall that the discussion vas about not giving hie opinion. The d1eousaion vas about not lll&king any tax recommendations to the Cou.i ttee. 
Vall, I get Harry's point. I'm glad he brought it up. I bope that the President von•t. 
Nov, you vouldn 't aay that •ong the apeoitio sugges­tions - make it "Among the speo1t1c suggestions vh1oh have been frequently made ••• • • 
I think that vould be an 1111J)roveaent. 
I mean vould that tie he'a aak1ng •• •• 

int Is that necessaryt see, 

I don't think eo. 
I don't think it adds. 
I doubt it. I think I'd leave it. 
Nov, he ti.nishea, again: 1 The Committee would, ot cour se, be glad to hear your v1eva on any other pertinent .. tters which you may wiah to d1acuaa.• I don't eee anything wrong with it. He doesn't say •recommendations,• he aays 1 vievs. 1 

Let me put 1t this way. Supposing the President leaves 1t in. Would you be unhappy about itt 

• 
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Vb1tel 

B.X.Jrt 

Baneel 

B.X.Jrl 

Gaetonl 

H.K.Jr: 

Blough: 

Vb1tel 

H.K.Jr: 

Bane.: 

B.IC.Jr: 

:92 
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lo, no, not at all. 

V8ll, are we readT to oall up Dou&btent Be aeted .. to oal.l hill back cd tell hill how I lU.d it, and I'll tell hill we're juet lea-ri.ng out \htlt one eentenoe. 0. E.t 

Yee. 

Yee. 

(On ·phone ) 0ongl'e81aan Daughton, pleaee. 
Be aleo ea1d that be 1d be glad to bear tro• JOU ae eoon ae r ou ban talked to the Preeid ent about it. 
Ot oouree, enn it the Preeident eboul.d objeot, \hat ' paragraph llhioh t ollon tboee tpeo1tio ta.xu bltee oare ot it, It ear• •It would be helptul 1t JOU would preeent the arguunte t or and agai.net .... • So reall7 ••• 
Be'• going to aee •e right atter lunoh oli th1e. I aalted tor a 3100 o 1oloolt appoint.ent. Be ea14 no, I wae to continue right along through at 2100. 
(On phone) Hello. - Thanlt JQu. - Thanlt JOU. -
Can 1 t tim hill. 

Well now, let '• Jut lea-re that. We all - e-rer,bod7 18 happ7 on tbatt Johnnrt 
Yee, air. 

lfow I ' • 11101ng to etart reading and I'll read a para­graph and then we oan - atter I•n read a paragraph we oan go onr it again, haht 8haU ve go aheadt 
"I d here thia -rning in reeponee to Chairaan Dougb.­tOD1e letter 1nTiting •• to preeent 1ntoraat1on relating to oerta1n tax propoeala and other pertinent .. ttere. 
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BaDe a I 

B.K.Jrl 

BaDul 

B.X.Jrl 
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·~u p"'JIC)eala .... • - low, I ' • ao1; ..E!;: t;o - tor 111atuoe, I a1pt lib w -u, 011 •• •I u dt111pte4 w be t.re .... • lla ao1; PUC w pat tb&t 111 aow. Ia oth81' worb, the t1u 1a eo llbol't •••• 
1 '1'u pi'OpOaab~ o.-t be U.O.en4 oowprebe1la1bl.7 exoep1; 1D re1at1CIIIdtp ,to OU1' broall-aaUollal. aD4 thoal poa1Uoa. Ve are aow 111 the a14at of a wrl4 a1~t10II wbiah illpoMI OD thla Clo'rll-Dt a IIPID1el reapo11a1b111t7. Ve ~t 4eaoaatrate that a 4eaoorat1o ao•el'llll&llt bae the power lllld t!w nextb111tr w aul'YlYe a prolOIIpd or1a1a aa4 o~e wr14 0011-dltiolla ud 711t ••l'P with tha atNDCth of ita t'PH 1Dat1tut1oaa uDhlpa11'e4. 1 

Iu't thla the .... - 1m1t thh all - but 701l hana•t ••• 1h1a, Johllll7. ~~~ I•u rea4 1t tor 10Qr alike. 
1 Preaerrat1on of OU1' deaoorat1o fora of co•era.eat oYer a lOJIC p_.1o4 of rear• reqldrea, 1D 111 op1111oa, a flloal p1'01J'811 11b1ah IIIII a fourfol4 obJtot1YII (1) Proll0t1oa- of tree eaterpl'tH aD4 p1'1Yate 1DYeat­MIIt; (2) .t.U&11111111lt Of full buelMII NOOYI1'1i (3) 1Ca1at-oe of our pnbl1o t111a11oea 1D a 10nll4 aD4 u 'hble poa1t1on, aa4 (4) .t. Jut 411t1'1but1on of tu bul'4alla aDd a 110re eqldtable 41at1'1bat1oa of aat1oaal 1Dooae.• You'll haYe to •••• 
I 1Ye IIIII that pa.ragraph there. I 1d &0 b&olt aga1D to the .... enaeet1on I aade before; that 11, tor anaber 41 •.t. Jut 411t1'1bat1oll of tu bul'della aa4 aat1oaal 1Dooae.• 

Y11, but the Pl'la14eat Wl'Ote thil 1a. ~. 11 wbat he l1Jt11. I ••&D the W&1 I feel, Johllllr, 11 that eou of theee th1~~&•· ••• 
Well, 401l1t atop t;oo 10111 oa u. It 1m1t 1aportut. 
.t.11 1'1pt. Well., thle part t.re - the auaeauoae be aade- eo• of tU. I Uloupt WN uo.Ueat, 011 othara I 1• w111111S w OOIIOU1' ~ae - well, I Jllat 41411 1t th1llk 1t -. wl'th t1atlt1DI about. 
It 11111 t illpol't&Dt. 

I 
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... OOI .. tlal. aperat1011 Of 4wONDT 4 .... that all 
fo1U' ::l:~TII be Rll4l7 11akecl 110pt:llft. ... w oo ~ Qeolfilt Clllaap. 1D oar ~t.OIIl. PI'O-II'U w .n .. u~ oanelna llld u. -.... .U.e to'l' a bltbraD4 DDt a 11'0'1'11 Uatl'tbaU• ot tu lla'l'llne 11114 or-Jld1oBal lll-. tllat tb8 c' •• p-te• 11114 &lee DOt N&u4 llae1Deee NOOTftT, aD4 that 1;M· ohaap ..Ue luier _, DOt DON 4Utl-011lt ••tabl1U.en ot a balaaol4 Nl&Uoalhlp biWMD NTID- aD4 lxpeDdl tliNio e 

(OD plloae) Bello. ( OoDTI'I'I&Uoa wUh 0oDCNI­Doughtoa tollowll ) 
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HMJr: Hello. 

Ma;r 8 , 1939 
11:15 •••• 

295 

Operator: Sbe'e going to locate Congreaeman Doughten and haTe h1a 
call ;rou. 

HMJr: 1'banlc ;you. 

0: You 1 re welcome. 

HHJr: 1'hank ;you. 

11:18 a ••• 

Operator: Go ahead. 

I!}!Jr: Hello. 
Robert 
Doughten: Hello, Mr. Secretar;r. 

l!MJr: I think that your ohangea are all to the good. 

D: Well, I appreciate that. 

ID!Jr: Now, we've got Just one llttle thing. 

D: Well ... . . 

HMJr: Have you got it betore you -- the letter? 

D: Yea, 1•11 h&Ye 1t here 1n a aeoond. 

HMJr: Well nov, in the first paragraph ••• • . Hellof 

D: Yeah, I get you. 

IIHJr: Line -- let me eee, one, two, three • • •...• 

D: How• a thatt 

HJ.!Jr: 1'he ninth line, beglnnlng 1Reoently b;y buaineea organ-
1&at1on •• • •• • -- the ninth line. 

D: Let•a aee, what line 1a that int 
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HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HHJr: 

D: 

HJ.!Jr: 

D: 

HHJr: 

D: 

HMJr: 

D: 

HJ.!Jr: 

D: 

HMJr: 

D: 

Hl~Jr: 

D: 

296 
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In the f i rst paragraph •• • •• 

Yee. 

• • ••• it etarts, 1Reoently by business organizations and 
private individuals.• 

Yeah. 

Do JOU see t hat l1net 

Yeah. 

Well , ve thought ve'd strike that out if it bad - vit.h 
70ur approval. . 

That Will be perfectl7 all right. 

So that the preVious sentenoe would read 11k!! this: 
1Also, the Committee would be pleased to have 70u give 
it the benefit of an7 informAtion you have as. t o the • 
desirability of various tax ohanges vh1oh have been 
suggosted. 1 Seet 

I see -- I get t hat . 

And t hen leaving out the next sentenoe -- t hose next 
words, "Reoentl7 by business organizations and pri vate 
individuals.• Just strike that out . 

Yes. 

Beet 

'l'bat vlll be - I think t hat ' a all right. 
and m7self discussed that and I told him I'd leave that 
entirely to JOU. 

Well •• ..• 

That vas -- t hat vas in your first draft , you knov. 

I know it was. 

Yes. 

And •• • ... 

I think t hat might -- I think 
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. . . 

m:Jr: 

D: 

!!HJr: 

P: 

H!!Jr: 

P: 

HJ.!Jr: 

P: 

P"Jr : 

P: 

Hl!Jr: 

D: 

Hl!Jr: 

D: 

Hl:Jr: 

D: 

H!:Jr: 

D: 

HJ.!Jr : 

D: 

- 3 - ~ 97 

That's right . Why-- why name them. 

'.tell , c.ll right. I ' m glad you approve >lhat little 
minor suggestions I made . 

Yes , t1e th i nk they ' re nll helpful. 

Vlell , all righ t . Hao Hanes go t ten back? 

Yes , he sitting righ t next to me . 

Uh- huh. riell , t hat' n tine . 

And he t hinks it's-- it's swell tha t you want • ••. 

How• a t hat? 

He ' o delighted t ha t -- this idea of rour >lri tlng t h1a 
letter . 

\lell , all righ t . I t h i nk -- I think it ' s a good s t ar t. 

No , he 's delighted. He thinko t hat t hat's-- that ' s the 
way t o do it . 

lvell , I' 11 see --

Well, and >rhen I come back froc t he \/hi te House, >:hich 
will be oh • • ... .•• 

Yeah. 

••••.. t~ee or f our o 'clock, I'l l call you. 

You g ive ce a call then. 

I certainly will . 

Thank you very much. 

Thanl' you . 

Good bye . 

. 
' 
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B,l(,Jrl 

Ranee I 

B. K,Jrl 

Hanea: 

B. K.Jrl 

- ll. -

I didn't OTeretate it , d1d It 

(!lode no). 

Be vanted to lmov llhether 70u were b&ok. 

(On phone) Tell Kre. Ilotz to eend i n eomebod7 to 
t7Pe a letter tor ••· 

I 111 haT.e it rt!t7Ped. 

I vant; to get th1e. Aa I at 1 J\tl.l atta1naent • t 
1 Vhen ve oonelde~ •• • • • 

:.sa 

1 Vben we oone1der an7 epeoitio change 1D our tiaoal prograa w wat eat1et:r our eel ne that tha change aakee tor a better and not a voree dietr1bution ot tax burdene and ot national inooae, that the change proaotee and doee not retard bueineaa reooTa~, and that the change aakae aaeiar and not aore d1tt1-ou1t eetabliabaent ot a balanced relationehip betvaen reTenuee and expenditurae.• 

Bob (KoBugb), vrite tMe o•ar. Don't pa7 an:r atten­tion to th1a. The onl:r change 1e that :rou leaTa out th1a, put a pertod there. And I vant thh all on one page. Xake three oopiea. 

"Full atta1naant ot tbeee obJeotiTea 1• d1ttioult a t beat. It ia aade aore d1ttioult b:r a nav and oainoua deTalopaent 1n vorld att&ira - t he araaaent raoe nov gri pping the iaportant nation a ot the world. • And I knov all that . 

•ror ue the danger ia that theee deTelopaente aa:r aaan a neoeeearil:r inoreaeed ooet ~r national datenee here, together with .onetar:r instabllit :r abroad, d1eruption ot our toreign ooueroe, and perhaps other unaettl eaente , the ooneequenoee ot vh1oh we cannot tul1:r predict . In thh oonneotlon, it 1e interesting to note that in our budget tor th1e tleoal :rear expenditure• t or paet ware and natlonal detenae are &laoet one- tourth ot total axpend1turea. • 

The Preaident aade that oh&nga. I think lt 1 e better. 

• 
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Bane.& !bat 1 1 a good cbaDp. 
Dut!iald: ~be peroantaae h incorrect, though. 
Blough& It1a between 20 percent and 25. 
H.M.Jrl 

Banee: 

Du!!ield: 

Ranee: 

H.K.Jrl 

H.K.Jrl 

Well, he 18.71 1allloat one-rourth. 1 Again, un1ea1 1t'•···· 
You oan aq •a little OYer one-!irth. 1 

I aean that 1 a a teolm1oal1t7• It 1 e approxiaate~ oorreot. 

cnoae enough. 

•xo aajor probln raoi.ng thie goYe~nt to4&7 oan be aolYed properl7 without tull oonei der.tion or tbe poe1tion or thh oountrJ in relation to the preeent 1JiternatiODal or1aia. the una1etakable i~lioation or the international eituation ie that we ehould loot ahead to our ruture !iaoal poeition and redouble our e!!orta to attain tu11 reooYerJ. High national income and a eound !iaoal poaition are aeaentlal to adequate national de!enae. It ie aga1nat t hh background that we reexaaine our !iaoal prograa.• 

low, he reread thia atu!!, and I know the Prea14ent baa otqe4 thh. I think 1t 1 a ewell, don't 7out 
I do. 

1 A tuadaaental obJeotiYe or eound !1Danoe olearl7 h a belanoe4 budget. ~bere 11, or oouree, no good reaeon 1lb7 taxee aut exaot17 balance expeadituree eaoh Tear aJl7 acre theA eaoh aonth, aaoh week or eaoh 48.1'· ~re are per1oda during wbioh aOUDd !1eoal polioJ oalla tor an exo111 or outgo onr inooae, aad othera 'llb.en 1t calla tor an exoeu ot inooae oYer outgo. In a depreaa1on 1t 11 ineYitable that tbere will be de!io1ta. ReYIIUlll decline at t~ aaaa t1ae that the Pederal OoYel'llllent 11 called upon to undertake inescapable eoo1al and eoono•io burdena. I!, boweYer, de!1o1ta are too long oon­tinue4, tbe depreaain etreotaor unoerta1nt7 tend to aate reooYerJ aore 41!!1ouU. ~ aequel to 

• 
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Blougb: 

H.M.Jr: 

:100 
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deticite 1D e .. rgeno.iee· ehould be .arp1uaee dar1ag reare. ot proeptr1t7. !bat- -• and 11 oce ot the broad purpoeee ot eeekiJijr to ra1ee the naUolllll 1noo .. to a h11!11 1e·n1, ttm. aellll:'1ag r.•ene gl'e&10 enoup 110t on1:r to end the detio1ta whl.oh began 1n 1931, but &110 to reduce the public debt. • 
I tbink that 1 a eU eweu. 

"In oarl71.ng out our tiloal. po11o:r it 'IIOI&ld be bal.p­tu1 to ba•e .. ohiner:r whl.oh woul.d .,re tuU:r ooordtnate our ettorte. It il 110t tha prerogatin· ot en:r adainhtrat1•e depert-ent to •Ire .uggeeUone to the 1eghlat1n brenob ot tbe gonl'llaent tor the condaot ot ita work, but I ea enr. tbat :rou would v1eh ae to be frank 1n wggeeting we:re ot- eurmounttng d1ttiou1t1ee whl.oh I belien nov attend the Joint ettorte ot the Wa:r• end Xean• and Ptnanoe Co.aitteee and the 'l'reewr:r Depart1111nt. • 
You .. ,. vieb to oo111pare that with the Preeident 1 e paragr~h. It hn't ~ite tbe .... but it hae aen:r ot the eaae verde i.n i t. 

wen •..• 
Ve tried to llalte it a• nearl:r ae w could •••• 
It 1 • ol oee enougb to 11111t a e. I mean I '• tr;ring to get down to the tax th1ag. And a1eo, a• I ea;r, it 1t • 1 oloee •ough, he ian • t go tag to - it • e the thought tbat ' e there. 

"It, tor 1netance, -the Ware and Keane and Appropr1e­t1ons Co.aitteee or th1a Houee and the Pinance and Approprietione Co-1tteee ot the Senate ••• , 0 

87 the ..,., did :rou gin th11 to Xr. Dougbtcn t 
I pn h1lll a oop:r and be had gotten down to page 3 or -4 be tore I len. 

You ga•e h1a th1et 

•ot th1e. We didn't ha•e th11 at tbat t1ae. He hae tha one or 1aet llaturda;r. 

I 
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I bope :rou pat a balo aro11114 u u4 wl4 hla. ••• . 

Jlo, I 414111t. I Juat 11&41 h1ll feel ae JUU 414.1ut 
Dlsht - l.ut week. I e:rpnue4 1t '1'11'7 Dlearl.7 to 
hlll. 

101 DOo 

Oh, 70U ae&D about Ue beinC OODf14eDUal. 

Yee. 

Y .. , 1114.H4. Be eaphaa1u4 u ; hi oalle4 111 h1e hit 
eeoretar111 u4 ea14, •Jot a vor4 ot t:h1a w ~47· • 

"fhl l!lv.48'1t Aot ot 1921 11t QP a prooe4Juoe tor tile 
or4er17 tvrwal:~tiOG bf tile beouUYe ot tlaoal 
propoeale u4 t or the~r w ba1u1oo w tbe 0oDC1'111 
ae a 11D1t114 bu4get. lo ooaparable prooi4Juoe hae 
beeD .. , QP 111 CODSNII tor OOD.a14er1JIC N'I'IDUI 
u4 e:rpeo41wree together a• tw 1D~erre1atl4 
aepeote ot a e1Dgle problea. I hope th1e o-!.Uee 
w1ll asree 'ld.~h ae that 10.1 noh 111110Yat10D 1Kiul4 
1llp1'0YI the ·eft1olillo7 of ~he· GoY•---'· 87 p1'0-
Y1d1Bg tor a pnl1•1Da1"7 leCielaUYI oOGe14erat10G 
ot the o'l'lr-all p1otDre of IIPPI"OP1"1aUoD .,a ~-­
•aiUl'll 1t 1Kiul4 glYe OoDgnu a "-4 perepeot1Ye 
ot the ~~a~~ag~•--' ot ~hi OoYe...-t 1 • t1D&Doee &D4 
pel'lli t a better or4ere4 ooor4111at1oa bet ... D the 
IXIOUU'I'I u4 the leglelAti'l'l brallohle 111 thi.e field. • 

~re 414 I 1&7 aboat - that th11 -e7 that ft lpiDt 
ftl belptal., &D4 I pat 111 ~be wr4 °~0 1t wae 
hllp tal.t llcnr, 4o I ea7 ~hat latert 

Jo , DO~ 11Dle11 • • • . 

lbere 4o I •&7 ~haU All4 the Pna14P~ ea14, ·~ 
be eo w11h7-wa•h7'" 

!hat wae a'boYe here. 

About the wp of pep 4. 

Pour. 
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You aq •are• instead of •mq be". 
Where do I eay 1tt 

It1 a at the bottoa ot page 3, the sentence vb1oh now reada "There are periods during wh1oh aound t1aoal policy calla tor an exoeea of outgo OYer income •••• • That sentence went over to the Vb1ta House reading "There may be periods ••• • • 
Johnny, the bottom ot page 3 - "There are periods during vb1oh eould fiscal policy calla f or an exceaa of outgo oYer income •••• • Doea t hat ehook yout 

No, it 1 a obYloua. It 1 a all right. 
You aay 1t 1 e obYioue. I aa1d there that •there -.r be • • • • • and the President ea1d, 0 Wh7 be ao w1ahy-washy about itt• 

That • e all right. 

C2 

This next thing we had on page 5 - we ea1d something about thia being the tunnel. The President gets in the word 'lena. • 

"Th1• Joint Committee would 1n etteot be a lena through which all appropriation and reYenue meaauree could be Yiewed in relationship to both what the nation needa and W&t the nation can afford. 1 

I t hink that's swell, don't yout 
Yea. 

1 This Committee could haYs continuoue l i fe for the purpoae of aotiYely studying t1eoal probleme between aa well aa during easaione ot Oongreaa. The Treaeury Department would, ot couree, cooperate tully 1n this work to the extent that the ColDittee desired. 
"Thua tar I haYs dealt with the financial probleme ot t he Federal Governr~ent alone. We IIIUSt reaember, boweYar, that eYen it ve bad 1n operation the beat oonce1Yable Federal t1eoal plan, we at1ll would haTe touched leaa than half of the tax problem 'llhioh 

• 

• 
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eontronta the nation. AlliiOa~ 111xt7 percent of the total tax revenues of t ha oountr,- are ooll.ected b7 State and looal goval'D.IIIenta. • 
Haven't you upped me on that' 
'len percent. 

'l'hat ' • what I thought. 
'l'he facta are correct, however, aa stated hera. 
Better give it ~ickl.7, otherwise it v1l.l be up another t en percent. 

' We have tal.ked about removing inJur1oua Federal­State tax oonnicta for the past five 711ara. Our predecessor• talked about the same probl.em. I recommend that Congreee oreate a small. te~orar,­national oomm1aaion to report to Congress aa aoon aa feaeibl.e on the various aapeota of most desirable intergovernmental fiscal pol.ic,..• Val.l., that'• all about the eaae. 
1 0'rerl.app1ng taxes have grown in llWiber aDd aha aa both Federal and State governaante !lave eought new revenue. Grants-in-aid are being demanded of the Federal Governaent in increasing aaounte. The reault a of our fiscal situation are increaaingl,­unaatiafactor,- to both the State Government and the Federal Govern.ent, and more and more burdensome to man1 t&JQ)ayera. • 

Tb1a 1e t he aame. 

Tb1a h where I want to get d.om • • • • 
'The f1nd.1nge of auoh a coaaiaaion aboul.d aaa1at ua in achieving a more orderl.7 rel.at1o.nab1p between the Federal , State and l.ocal t1ecal &Jateaa. • 
Bow - 1 Tbua tar I have tal.ked about two broad fiscal 1D8Uera or great ~ortance to the Treaaur,.. Let •• turn nov to ~eationa of taxation. 
1 I deaire first to reiterate a number of raco ... ndationa f or t ax changea which have previoual7 been preaented to TOU. 1 
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fbJ.o 1.e b · Prwll14at'• r.- h-. - Ul1e le Ule 11a7 ba .. ,. • eo ao u, ,. ..... 

304 

•Ia hla 'llll4cd -.oaa.ot l.-.rr '' 19». tbe PNolAa't - "~ t!lat ClozacNu. ••*"114 tille U.oel1•..-• .JJaC&I 1 lSI- .... 1ll:d..clll....s..r uUttq law 1I1.U nptre ..n lue u4 ..71117, IID4 Co 11&1Atia111 ~ ~ ratier ot tbno UU. 11bloll. otill.ortdoo w.U bo NC!Iloe4 1IL lue. 

•2. In 11.1• ••oap ot-l~ 19, 19:J9, tiM Prwo14•t re-4e4 lo~Ul&Ua -~ a11 ccna ••• oal-arloo ll.onaftor ~ 084 1atierwn oa II"•-•• oo0111'1Uoo lloreattier 1oOM4 -nbJooti tio h401'al .a4 State 1aoao tu lawo. !ll.at pan-~ t11.1.e noo 'a• Uon 4oalt.ac wltll. pnx •• ool an-, I • plo&N4 to note, ll.u alreM)' boa 1noorpoi'Ote4 lnto law. 
":J• In .,. otat-a ot llaroll. 24, 19:J9, I preoate4 A tor J'Oill' OOD014ol'llt10D tov altor1111tln rwte plao ~ tor o14-ap lnlllll'aoo oontrllNtlono 4111'1111 tll.o aoxt tbreo 70&1'•. 

•4. !ll.o !reaoal')' Deparaent ll.ao po1ato4 oat tro• tiM to t1ao tll.at tbe preout law ~ ozooool•o 4e4aotlou tor 4epletlon ot oll Ull1 pa wllo IID4 oG'tala a111eo. S.Ottnc tll.lo 1aeqld.tablo epoolal pl'lrtlop 1101114 pro4Doo a 011botantlal UOIUit ot NT-.• 

... 
1lt •- lllpraotloal at tll.lo latio 4ate tor Ooacro•• at tll.lo Mooloa Co 11114el'tiake &aT ~NII.enol•o ,._ o..-suuoa ot tll.o tu law. Mo.....,or, before 1184-toklq .., bna4 n'rloloa u -14 be 4ooli'Oblo eo ll.a•• tll.o repol'ti ot tile propoee4 epeolal oo.UUM oa ~ tl-.1 NlaUODO ot tll.o h4onl u4 State 
P••~•n••·' 
low, JO• pt tll.o o1pltloanoo ot tblo, loii.IID7. 'fllatt 
Dl4 ll.o J)llti tll.ati par.,...P tat 
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1 V1th rep.rd, boweTer, to the l!peoitio 1teu -t1oned 1n ~ Doughten'• letter, I .. Clad to preaent tor :roar oona14eraUOII' a • 1'7 ot the th"'DC* cd tba ~rea_.,.., at&U". Before oo-ts.na on th•, I whh to e~~phu1u tba 1Jiportanoe ot the atat ... nt 1n the Cha11'!8&11 ' e letter - 1.t. twsdallental prerequ1ei.te ot &117 tax reY1a1on at th.1r t1ae 1a aa1ntenance ot the preaent re•enue. 11 

Juet a aeoond. 1fiiT cUd eoaebod7 g1Ye • theaet Oh, that'• a d1tterent- I eee. Juet a eeoond. Let ae Juet eee wbat be cUd .. :r. 
Be haen't ea1d 1t fet. Be wae go1Jig to. Here'• anotber oop7. You re looki.ns tor wbat Dwghton ea1dt 

ro, I '• loolr.1ng tor what tbe Prealdent aald. 
Oh, I '• eor.,..,. 
Be ea1d •It ee•• ph7eloal17 1J1P0u1ble at thle aeaa1on ot Congreee to rewrite the tax lave before tbe IJ)eoial etud7 committee haa oonterred w1 th Statee and .unicipalitiea and brinp 1n a report. • 
I l1l:e that better than I do th1e. 

Well, theee bo78 didn ' t put in llbat I told th•. 
Rea•ber, we diaoul8ed tbat in bare on 8aturda7. Ve d1aouue4 that whole aentenoe, and thia h the va:r it oaae out. 

Yee. 

fhe 11&7 it1 a written. 

It •&7• here 'It ••••• ph7eioall7 iJIPOealble at thie 1818ion ot Ooncreu to rewrite the tax lan betore the epeoial etud7 ooa.ittH baa oonterred with Statu and aunioipal1t1ea and bri.nge i n a report. • 

I 
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'lhat do .. tbat MaDt We oouldJI't t1pre out wbat he •aut: at lead, I oouldn 1t. 

It ee-. olear to ••· 

I thillk the wq we 1Ye got 11: here 1e a -oh better eJI)re .. 101l ot tbe thlxlpt. 

'fbat would be - oaretul reading ot thh paragl"'q)h oerta1nlf lea••• a det1D1te ~salon on •7 a1D4 tbat 7011 re a8lting the. not to Ulldertake aD7 re­e%81'Dat1on ot the tax lan, and tbat'• Juet what we are aak1ng the• to do. 

Well, I Ua1Dk 11: 1e rather etronger the 11117 the Preddent '• dratt read. 

I don 1t bel1eYe 1t 1a, Herbert. 

It ea1• • •••• phfe1oall7 1~ee1ble •••• • 

:os 

• 
• •••• at th1a eeea1on ot Congreaa to rewrite the tax lan betol'll the epeo1al atud7 oo..S.ttee baa oonterred with Btatee and -un1o1pal1t1ee aDd briDge 1n a report.• 
'fbat retere, then, J118t to the onrlt~PP1Dg taxee, the 11117 he'• aot 11:. 'fbe wq 7ou'n cot 11:, 11: appl1ee to the whole bua1Deaa. 

Dutt1eld: X.,. I •aka a euaeet1on tor a ob&Dget U wou.ld read: •It ae-. 111praot1oal tor Congr .. e to undertake aliT oo~~prehena1Ye reY1a1on ot the tax lave betore reoe1Y1ng the report ot the pJ'Opoeed •••• • 
B.~Jrl I'd do 1t Juat the ¥&7 he hae it. 

'fhat, I UWik, would do 11:. 

Wbo'e do1Dg th1e etuttt 'fbe tae 1e eo ehort, and 1t 7ou do it the wq the Prea1daDt did 11: - wbo oan 4o th1e page aD4 han 11: back to •' 
I 1ll haYe •7 girl • • • • 

Wbo do 7011 WaDt, Bloup, to oo .. t 

Get Xi .. """!Phriee 1n here, then. 
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(On phone) !ell lllu Bullphr1ee t o 00111 111 bere, pleaee. 

~07 

CaD • t 7011 4o U Juet the w.7 I toolt 1.t dow 111 the r ree1dent 1e own ianguaget !he war I get u, I talte U what he ' a •arlag 11 "It • eeu p~eloal.l7 111rpou1ble at thle .. uton ot Ooni"u to rewrite the tax lawe before the epeo1al etud)" oo-.tttee hae oonterred. with 8tatee and .un1o1pal1t1ee and br1nge ln a report• -that that '• Ju.t •• t o the o<rerlapp1113 taxee, and doeen 1t Man we oan 1t go ahead with the other. 
Tbat 1 e the W87 I get 1t. 

'!'bat'• the W87 I get U too. I Juet would change that. 
ADd rou oan onl:r 4o 1t - then 1 V1th regard, bowe<rer, to the epeo1t1o Ue•• aenuoned 111 Cba1raan Doaghton '• letter, I aa glad to present tor roar oone1deret1on • a 81lllla&r7 ot the t1nd1nge ot the !reaaur:r etatt. 1 

Would thle II8U 1t • . •• 

l o , I 1d 4o 1t - plea••• Gene. 

But 1 P~11oal.l:r 111rpoll1ble, 1 Xr. l!leoretarr - 1t Juet 4oeenlt aalte eenee. Ve'<re got to get another 81ftOJ17a tor that pbreu. 

It r ou're reterr1ag onl7 to an agneaent with the lltatee, ot oouree, 1t 1e pb7eioall7 1apou1ble. 

Well , that'• the W&7·· ·· 
Tbat 1 e wbat 1t 1e. '1'bat 1 e ~ I l11te 1t. It reter1 to tboee o<rerlappiq tax11. 

It 11 p~eloall7 1apou1ble to 4o 1t until theu tellow br1ag 1t 111,· and he didn't 1a7 an7thlag elee; and Wilt 1e p~1loal.l7 111p0eeible 1e onl7 to 4o u - onlr •• appl1u to the o<rerlappiq tax11. low, be didn 1 t 111olude Che other th1Dg. And the Ya7 u•. Yrittln here 1e - wb&t )'OU 1 re 1&71118 1e that rou oan 1 t ba<re a tax bUl.. I th1JIIt 1t 11 terr1t1oal.lr lllrportant. 

Well, I hope that I I the ft.7 be M&Dt 1t, bat 111 <rlew ot tba taot be put the reoowlll"aUOIUI 1a 
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f1ret and then th1e •• • • 

Vall, I'a golllg to talte 1t that RT• I -- I wrote do1111 word tor word wbat he aa1.4. •-• 1f I u .. word tor word 1lbat be aa1d, he oerta111l7 oan' t oo111pla1D. 

We haTe a &beet to be re~tten. 

(Xlu Buaphr1ea oo• e 1n) 

Xlu BUllpbr1ea, talte page 1!, will JOU ple .. et 111t down, Mila Buapbr1ea. Page 11. low, 1n the IIJ.ddle of the pap, that paragr-.ph wh1oh aa14 •It eeeaa 1apraot1oal at th1e late date •••• • 
Yea, air. 

I want that paragreph oballpd, JOU '"• and I want 1t Juat the 11a7 the Prel1dent ea1d 1t. And • pleaee lteep th1e tb1Dg now on page II - I .. an I haYen't got t1• - I •an wbat JOU ooae haolt with w1l.l. han to be page I!; 1 f 1 t • • a abort pap, all r1ght. But I want 1t the wq he Wl'llte 1t. In place of that ~racr-.pb 'It ..... 111praot1oal • • • • • I want to eq It ••- pbfe1oall7 111pon1ble at th1a llta1on of Congre .. to rewr1 te tbe tax lave before the epeo1al. etud7 oo..tttee baa oonterred with the Statee and .un1o1pal1t1ea • • •• • -would 
JOU aq 'before the'' 

• •••• and brought 1n a report. • 

Would JOU 18.7 1tha propoaed1t 

• •••• on the f 1aoal relatione of tha Federal and State goYerDaenta•t 

Would JOU 88.7 1br1nf• 1ll a report•t And 1 ••• • epeo1al atud7 oo..tttee.... - would JOU 88.7 1propoaed IPI01al atud7 ooaalttee•t 

• • ••• apeo1al etu4J oo .. 1ttee wh1oh I aa euggeat1n&···· ' 
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• .... ~eo1al atu~ oo.aittee whl.oh I aa Rgeat1na .... 1 

I th11lk I 14 Juat take 1t the we:r be'e cot 1t, tben we oan 4o u.... JC1ea Rnaphr1 .. , l.et .. Jut sin 1t to :rou e:u.otl.:r the 111a7 he haa 1t, and 1f tllere 1 • one word or eo &Lterwarda •••• 

•It aeeu- pl1Ja1oal.l.J' 1Jipou1ble at th1e aeu1on of Concreu to rnTite the tax la .. before tbe ~eo1al. 
atu~ oomittee has conferred w1 th the Statu and .unio1pal1t1ea and br1np 1n a report. • 

!tow, that takea tbe pl.ane of that. . . 
.All r1ght, air. 

And woul.d :rou co out - and then I 1ll set a new page S, :rou aM, and 1f TOU oould atart ao•ebo~ on 1t and be read:r - han TOU cot enouch belp back theret 
rea. 

Oot enough bel,pt 

we•u set 1 t. 

!hie 1a a .. tter of tease; 1t abould be 1hae oon~erred and brought 1n a report . 1 

Harbert, th1a 1a tel'r1f1oal.l.:r 1Jiportant. .TohnnJ' 1a r1ght. !he W&T 1t 1a tbere 110uld co..,l.etelT ablat U ott. !be W&J' the Prea1dent ae:r• lt, that at th1a late date 1n th1a ae8110D we oan 1t take up the report of th1a oo.aittae, tbe oo..S.ttee hu onl.7 to do with tbe l"atea and .unto1pallt1ea. low, haT1na ea1d that, we ee:r: 1 With np.rd, beweTer, to tbe apaoit1o U•• •ent1one4 in Chair.&~~ Jlov.ghton '• letter, I aa Clad to preaent for J'OUr oona14erat1on a ~J' of the 
t1n41nc• ot the 1'reaaar7 atatf. • 

You people n1dentl.J' don't think 1t ~· aenae. 
lou don 1t want to bear our arcu-ent, do J'OUt 
llo. 

• 

~tato,nl I "th1Dk the7 broadened out tbe atat-nt to wbat tlleT tboucht tbe Preddent 1Dten4ed, but 1t 1a po811bl.e 
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to 1Aterpret tbe Pr .. lclat1e etat-t 1A tbe ft7 J01l 11o, 1lb1oh le tlae. 

I oertalD17 bope tile Prea14aat waata4 JOU to •&J Jut -.t JOU ea14. 

Aa I ~. alAe tlllee out ot taa, I l1o waat to bear; thb 1e the taath tU., aa4 I 11oa1t. It -.keell.te eaaler, I thlalt, tor botll 1011 aa4 •· 
•o•• wbere waa It 
1 Vlth re~ ••• • 
1Vlth rei&J'4, hoWWTer, • .•• • 

•vuh reprd, ho-.Yer, to the tpeoltlo lt- -Uollll4 1A Ohall'llall JloaCbtoll 1e letter, I • Cb4 to preeaat tor JOilr oou14aratlOD a .,,.,1'1 ot the fh!IUnp of the !re..u"T etatt. Beton oo-uac oa th•, I wleh to ellphaehe tbe lllportaaoe of tha etat•aat 1A the ~-·• letter- that •a faDAp·eatal pre­requleUe ot a1&7 tax rertelon at 1:hle tllle le ll&la­teGPAoe ot the preeeat reYeaue. 11 

(lb'e. note oo•• 1A atter heYiDg 'beaa out tor • t ... alJnlt .. ) 

Bello. 

Bello. 

GoiJIC to Jolll uet 

•we net aot torset t:het oae ot tha lllportaat ob­JeoUTee of our tleoel Pl'Oil'U h to IPPI'Oaoh a balaaoe 'betwaa reYemaee •4 PliPP1141t:uree.• 
Wh- 1e thatt 

OR 9• 

lleooa4 Nllteue. 
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(Reade eilentlJ tor brief period). 

Put in here - I won't put 1t 1D todq, I ha-ren't got 
t1ae - risht there an ineert., JOU •"• ot .tlat I 
han written. You can tJpe thla out t or the -· 
and thle 1e the place where it wu1d CO• "E't-•17 
1t .. ot e:q~end1ture llhoald be caretullJ eorut1D1&ed 
and ae our outla, tor rearmament 1Doreaeee and puts 
add1 t1cnal aen to work we could well artord to 
curtail other torae ot pub11c worb, • 

What do JOU peopl.e thlnk of thatf Do )'OU thlnk 1t 1e 
danger.oue, tJ1.ng 1t upt 

Atra1d the7 a1gbt t1e up the araaaent prograa with 
the puap-pr1a1ng one, 'llh1ch 110u1d be bad. 

Well, I 1Ye got thla ae a result o f reading lteJD•• '• 
aoat recent etat ... nt that eYer,bodJ 1e eo excited 
about. 

What do J OU thlnk, BarrJf 

I 111te the 1dea. Probabl.J m1ght rephraee it a l1ttle blt d1tterentl7 to a-roid • •• • 

Well. , aDJW&J • •• • 

I lllte the t1ret part ot it. 

You Ire so1ng to put that 1n 1Deteadt 

lo, 1n add1Uon, to eu.ppleaent u. But that'• 'llhere 
1t woul.d ., • 

l ha-re eoae general. ncgeet1one co that page. I don 1 t 
ltnov i.t 70U want thea nov. We can correct it later. 
But l want to take out these - •we auet do th1e1 and 
ea, •t hope we will .... • 

Tha1i 1 e all right, but 'llbat l want JOU to do on th1e 
thing - l want enr,bod7 - 1t there 1e eoae b1.g 
glaring pol1o7 thing l1lte thle other thing J0\1 oangbt, 
eeet On the queat1on ot eaphaeh of word• or lt1D4 
ot vorde ve et11l ha-re another chance. 

• 
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Ranee! We Oall alWil)'e cha.Dge that later. 
R.lf.Jr: Rave ;rou got that new page St 
Blough I It I a not back :ret. 

Ru.phr1ea: It 1 e ooalng. 

H.K.Jr: •we .uet not torget that one ot the iiiJ)Orte.Dt ob­Jeotivee of our thoal prograa 1e to approach a balance between reYenuee and npeiiiU~ur••· ror th1e reaaon an:r tax rec!not1one .uet ot neoeaa1t;r be ofteet b;r tax inoreaeee eleevtlere. I w1eh to e11phaelae that in 117 op1nion we eboul.d under DO oirouaetancee weaken the reYenue-p~otng oapaoit:r of our tax atruoture. I regard th1e aa the lte;retone of 1117 progru ot tax re'Yieion that 11&7 be Wider-­taken at th1a aeuioll. It tax re'Yialon were oon­tlne~ to tax reduot1on, the reau.lt1ng UIIOerta1nt:r onr our fhoal pol1o:r would inJure and not help bu81nau. We auet take no atep 'llhloh the publ1o 11&7 i nterpret ae aovlng aWil)' froa the obJeot1Ye ot a balanced budget. • 

!h1e ia all new, ien 1t itt 
Duttield: lo. 

8lougjl: Thera 11&7 be a el1gjlt expaneton there beoauee the Preeident had asked for a vbole page on it; but th1e vaa all in, 

R. M,Jr: 

The language vaa aoae plaoe 1n the atateaent. 
Well£ I agree v1th Ranee that it 1e too e11phat1o, but ' • not going to take the t1ae now. 
1 I tum now to a brief auaaar:r ot the arguaente tor and aga1net the apeo1tic tax euggeat1one tlhioh Ohairaan Doughten aelted ae to d1aouu v1th ;rou: 

"1, The t1rat 11:• on Cheiraan Dougjlton 1 a 11at 1a the euggeat1on that the CaPital atock and exoeee­protih taxea be repealed,lt 

I think the lreaident ia 'I!P 1ng to lilte thia approach. 

• 
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'!he tlrat 1t .. oa Ohalr.aa Doaebtoa'• llat •••• • -th1.l 1a eo .aoh beUar. !he .., w bad-it 'bet.ore, I wu alok - the _,. n ha4 1t before. Doua • t anl')'bod)' llka ~at 

Dutt1al41 Yea. 

B.M.Jr: Aabo41f Barr71 
Whites Muoh better. 

B.M.Jr: 11hl4ar the preaeat la the oapital atook tu 1a baaed QPOD a 4aolare4 oapital atook Yalua whloh the tu:pqer II&T reYhe enl')' three 78&r•· 1 

Ia that the llll7 1t h aowt 

!hat '• oorreot. 

!hat 1 a r1f#lto 
1'fhe 4eo1are4 Yallle II&T be aD7 t1gare that the tu­pqer 4ea1rea to n!IC.t, repr41 .. • ot the aotllal Yalu.a ot the a~ok. !he exoeaa-prot1h 1:alt appl1ea to protlta 1D ezo••• ot tea peroeat ot noh a 4eolare4 Yalue. !he tau• are thaa aot reall7 tuea oa tbe Yallle ot oapltal atoolt or oa ezoe .. 1Ye prot1ta. !bl reaeoa tor the preaeat tora ot the tuea 1a the 41tt1olllt7 ot a4111111ater1ag trae oapltal a~olt &114 ezoeaa-prot1ta taua. • 

Doea U7bo47 wut ~ aq ~ OD thatf 

' (a) !he .. Jor 4eteot ot tbeae two tau• 1a that the7 opeNte Ytl')' erNt10all7o !bl tu 11ab111t7 tbe7 lllpoae 4epell4e oa the tu:pa:rer'• ab111t7 to 
toreout protlta tor the aut ~r;ar•· •• well u upoa the -t ot protUa ao reall&ecl 4ur1ag Moh ot the thrH 78&No !hi oloae~ 4eolare4 Yalllt tumecl out to be tea u... anrap earaliiC•· ••• 1 
aad eo torth aad ao oa, Well, that'• all r1pt •• tar u 1 1• oODoarDecl. All n~t Aa7bocl)ot 

• 
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1 (b) The W1certunt7 ot the capital atock and exceaa-prot1ta taxea ia irritating and 1187 thua be a bus1neaa deterrent.• 

• •• •• and 111&7 thua be a buainees deterrent' ' Yell, all right. 

•rorecaata or earn1nga are partioularlJ 41ttioult to make 1n the case ot new buaineaeea and those with WlStable incomee, such aa the capital goode 1nduatriee, with the result that t~ee 1Jipoaed on such 'bl1e1.neesea are at times 1.nor41natel J high. 
1Aga1nst the proposal are the tollow1Dg cona1dera­t 1one : 

::!.4 

•(a) Repeal ot the taxee would result i n a eubatantial lose ot revenue. For a 1ear vith business conditi one e1111lar to 1939 it ia estimated that the loss wo uld be 1125,000,000. 
•(b) It the taxes vera repealed, corporations without proti ts would be sl together tree trom t axee applicable onlJ to corporations. At preee.nt deficit corpora­t i ons declare a capital atoclt value, and are thul req.uired to pq eome tax, although 1.n llaD7 oaaea the tax 1e or 1ne1gn1t1cant a1ze. 1'here ia IIUoh to be eaid t or the poaition that all oorporatiene llhould contribute to aeet the ooet ot govemaent whether or not theJ malta prctita. 

• (c) Rather thaD repeal then taxea theJ could be revieed and ~~~&de to appl)' to actual capi tal val.ue and exoesl1ve protita. Such tuea, it auooeu­tul.l7 del'eloped, could serve a a the bade tor epeoiel protite taxes necessi tated bJ war. • 
That paragraph 18 new, 

Yea, it'• new. 

Ve were Vel')' dubioue about the eeoond sentence 1n that. 

Yea. 
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'tlll1hl Xlpt .care tbea. 

R.M.Jra I bate to talk about taze• 1neae•~tate4 b7 war.• 
Datt1eldl We bad a~..., •••• 

Ran .. a I'd leaYe that pal'ap'llph Ollt. 

'tlll1tll It OOilld ea1U7 OOM aut. 

Bloupl !ake the whole p~ o.at, tor tblt •ner. 
'tlll1hl Jlo, take the ••ooD4 part oat. 

Raneu 

B.X.Jr: 

Bloup: 

Dutt1eldl 

R.M.Jr: 

Bloupl 

Oaeton1 

lihUe: 

!alte the wb:lle pa~ out. I 4oD 1t think it 
e44a~. 

I 4oa1t 1u. u. 

n. wb:lle ot u. I want to be perteot17 treJIII: 'Ill th 
JOU geU•n, the W&J I ti"J alW&JI to be. I want 
to le&Ye the lapre .. 1an with •1 llearere that I u 
tor tbe MengSng O! tblee !1YI taze8o 

Well, that waa 80Mth1q that we 414o 1t NallJ - we 
weren't reall7 aure ot. We 4e'bate4 that •one Ollr­aelYee. 

I want to be an ..tYOoate •••• 

!hen we OllPt to redo the ... . . . 
In that l!Pt, I 1d l1a1t tbeee to (a·) and (b) and 
I 1d out (bJ at the u~ ot the Urn eedeue -1It tbe taz.e were ~ale4, oorporat1oae w1thltwt 
p1"0t1h -14 be altopther tree ~ tax.• IQIIIU­
aable olll7 to oorporauon •• 1 

•• toqbt oYer 11UJ or theee wrde. X, poe1t1oa 
h thha !be•• tax .. - tbe•• tax ah8ap• baYe 

• 
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B.K.Jr: 

11b1hl 

B.M.Jr: 

O.at on: 

Duttbl41 

:;1s 

•rUe, tMJ oaD ataDil oa Ulatr OWl tan oa u.tr ..nta. u u ... , •••aarr w 1....-. l1lU up­_,. cnr bDUl dha or to -''-"' 11r ;rov p~ to btu ;rov poaUton: Ulat it tlleae .bxea are u 11J14aa1rabla u people bo14 thn to be, tiler tlllaaa propoaal.a ~" be ab11 to ataat Oil U.tr ~ teat. I cJoll t tb.tnk 1D tbaaa pl'Oa aat oona uaare o'Q&tlt to oraap 1D aA7 too obY1ov.a b1u. 

~1; 1 I J:orz:;"7 1;1'1[1, ba1; Oil tba OU.r bua4 ... I pt I waat the people to ..,, •vau, 11bara 4oae Worpntbau etan4 011 thh thi.qt1 All4 I _., to laaYa tile i.l!preel1on 1D tlletr II!D4a tbat I waat tbeea ohallpa. 

In raa41ag 1:hh OYir hutUT I pt the 111PN•a1oa that J'OU WN IIU1DC the11 th1Jiae all up 8114 thea kiiOoktJia thea aU 4o-. 
Iou aaan Ulat tha upiNDh, wlletbar or aot IOUJI4 -TOU ov.Pt to al11111late theat 

Wo, 1 4oa1t •aa Ulat at aU, bat I Mall that tile arpiiiDt h too atroag Oil 1:he IIICP1YI hare all4 1t at• .. tile aet etteot ot aooktaa 4o1lll tlla euape­Uona. ADd 1 tb.1nk 1D thb oae hera I wul4 Jut NT ( a) all4 ( b ) all4 ( b ) 4on t o tha wr4 •oorpora­t1ona. 1 

low, what pap are TOU oat 

Pap U, at tlla battoa of 1:he pap. AJoaWieat (a) 1e that w loae N"eDIIe. Arauaeat (b) h that 1t 1101114 laaYe DOD-profit oorporaUoaa tree ot tazee. ftat 1a aU there le to u. 
You aee, Mr. O..toa, wbat 7011 1 re 4o11la tllare- TOu 1re atnaa •• i.uue arc-at 1D nppori ot boUl ot TOur po1Dh pro all4 110 a~WD .. h 1D npport ot bDUl ot TOur po1Dte ooa. 

You 11'1 be1aa 4lilboaaet. 

You are, I • atra14, a l1Ule bit too obY1oualT 1oll41aa tbe Uoe, eo obrtoualT thet w atpt pt 1D trouble. 
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R.X.Jrl 

lhUel 

R.X..Jrl 

Bloushl 

lh1tel 

Dut1'1el41 

Bloushl 

Raoul 

R.X.Jrl 

0aatODI 

R.X.Jrl 

Oaaton: 

Bane a: 

lh1te: 

- )0-

You tellon wl1te4 on th1a ,. aterda7' 

Oh 7ea - eYe1"70De n toQaht OYIII' • 

lhen dl.4 7011 wl1t oa th.la ,.eurda7' 

: n 

I wrke4 all 4&7, and the7 wrke4 about three houra. 
I think tb1a (o) ooul4 OOM oat wt~t expoe1DC )'OIIraelt to that olat-. I 4oa 1t thlak that appl.lea to the aeoon4 - not to the aeoolld pe.racl'IIPh, aeoon4 aeatenoe. 

I &gl'ee to take out (o). 

11&7 I •&J thia, that tbe pre'rtoua 4ra1't IID4ar (b) '110Ul4 han lett oat the laat aentenoe, but not the next to the laat aentenoe. 

I think •It tbll taxea nre repealed, 001"90r&Uona without protita wolll.4 be altogether tree troa tu:u applloable OD.l7 to oorporatlona• - vbatt Stop there, JohDD.Jf 

Don at the 'bottoa ot tbe page - • At preeent 4e1'1o1t oo1"90rat1one 4eolare a oapltal a took Y&lue, an4 are tbu requ1re4 to p &7 eoae tax. • Per1o4. 'l'llat '• Where I 1101114 atop. 

llerbertt 

Yea. 

You waatad - 7ou were so1Dg to atop batore that. 

Well, that '• all rl&tlt. It '• no 41tterent mare JobnaJ atopa. I 11Dul4 oerta1Al7 out out ( o). 
You're etatlag the taot that the 4et1o1t oorporatlona 
4o haY& to P&J a tax. 

Altboush a Ye1"7 Uttle oae 1D 11aD7 ouea. 

Don • t waa t to aen t1 on that. 

• 
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H.x.Jrl 

H.x.Jrl 

H.X.Jrl 

H.ll.Jrl 

11h1te1 

H.X.Jrl 

" 18 --
• :n. • 

ao .. of tbea - u 1 • dulled eijpl1t1oa~~t to eo .. ot tbea. 

Yell, witiWl th1e - 01117, I'a pi.Dg to set a11a7 with Juet u mach nrder oa thia u I oa~~; I 4on1t oar. vbo !move it. 

I 111 t1&ht oa eYeZT po1Dt I thi.Dk 1e s..portant. You oan OYerrule ae. 

I want JOU to. Det1n1tel7• I aean not tight •• •• 
I aean I'll •••• 

Preeent 7011r Y1eve. 

I'll preeent aT poeitiOD. 

Well now, Barr7, 4o JOU think tbe beg1nn1ng of pap 12 eboul.d be on Uleret 

Yell, I th1.Dk 1t1 • dee1rable to etop at 1 oorporat1one• rather then at 1pa7 eoae tax,• beoauee ae 1t 1e nov tbat laet eentenoe there '11011ld hardl7 belong in the oone, but in the proe. 

Where would 70u etartt 

X7 tiret preterenoe would be •ot 1ne1gnit1oant j1se. 1 
But aT eeoon4 preterenoe 1e 1D 11De v1th wb.at JOU want to CID. I th1Dk I 1d etop at wbere Herbert euraeete4, at the end of 1 oorporat1one. 1 

!aYe it 1altopther tree troa tu:ee ~plioable to oorporatione. J Stop tberet 

!hat would be a7 preterenoe, but I ~1t feel 
etronCL7• 

Yell, I 40b't oar.. Yhioh VaT 4o JOU nat it, Johaa7' 
I 4on' t real17 oare. I th1Dlt 1t Juet eta tee the tant 1t ve oonUnue 4o'llll to 'he boUoa of tbe pap. It aakee a Uttle longer reading. I 4on 1t th1.Dk 1t aakee an avtul lot ot 41fterenoe. 

Herbert Qutont 

I 

• 
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Outonl 

R.X.Jrl 

Bloushl 

Dlltt1el41 

B.X. Jr: 

Blough I 

- 32-

Well, I UI1Jik Ute all 1"1gbt to etop at thl boU• of~ pqe. 

noupt 

I'• wtll!ns to etop at "par 10M" '-X," altllllacb I UI1Jik JO'CP' pl'O oaee 1a etl'Onpr if JOG 1J141oate thl tax 1a of indp1t1out eiae. But eithlr ft7 11 Ill 1"1pt. 

Oeaet 

Botto• ot thl Pas• 11 111 right nth ... 
I 1a tor tbl bottoa of thl pep. It Will aeu JOU aon' t ban to 1'1w1"1 te one P&SI• 

Would JOU lUte to ban pap 1 2 rev1"1tten nowt 
Wa1 t, theN 11&7 be eo• aore Oil it. 
Wait a ll1.nll&te, ll111 ""aph1"1ee. lbe1 e 4o1Jig tiDe. lbe ien 1t DlrYOUe Tit. Are ,out 

::.s 

R1111ph1'1e II I 1a all 1"1gbt • 

B.X.Jr: low we 1rtt p~lag t o take ott the top ot pace 12. 
low n 11'1 -11lg to •2. !he eeooll4 U• Oil 'llhl.oh Obai- Dougbton aake4 • to oo-t 11 the eqpe­tion that net loe1e1 ot bueiDiee, both 1n4iYidual aD4 oorporde •••• • - I lUte that 10 noh blUer thaD before, nth thl pl'Oe 8114 oone. !h11 1e ... u. Who ba4 th11 idea ot Dougbwa '• writing a lettert 
'fOil 414. 

You 414; 1t ,.. 1011r 14ea. 

I 414n 1 t know 'Mhethlr b:r toda;r lla1'1':r thoucht 1t ne hie idea. 

I need abollt a welt tor that. 
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0 

0 

B.X..Trl 

Ban .. I 

B.M • .Trl 

Han ell 

H.M • .Trl 

BW1phrle11 

B.X..Trl 

lfullphrl. .. l 

B.X..Trl 

Bl0118!ll 

B.X..Trl 

0 ))Qff1el41 

- ''-
'fbi peat GWIC 11, thmat', 1:o pt 1:hl Pr1114•1: 
to thlllk 11: I • hh 14ea. 

fhat 1 I the Nal tl'iok. 

'!be •oollll U• OD wb1oh Clba1- Doachtcm aiUcl 

~20 

M 1:0 00-1: 11 tbe lll ... IUOD t:bet 1111: 1011.. Ot 
ba1lD111, both 1DIH."Y14ual aD4 oorporate, 1.DCI'Cll'l'e4 
1D oae J•ar be ott•et ap.1D11: the 1DooM ot n'b­
•eqUIDt .,.&1'1. At Pl'eleDt, 1Dc11Y14Dall &D4 oorpora­
t10DI are taacl OD their PDPpl 1D I C e C1;b1Mlt 
4e4Dot,1oa tor 101111 1Doul'l'e4 1.a prior .,.are. 

'lD taYol' ot 1:hl pl'Opolal are the tol.low1Da ooaa14era­
t10DII 

• ( a ) All.ow1Dc tbe O&I'I'J-t01'W1'4 ot ba1111ln1 10 .. 11 
110111.4 !lake tuabl1 1Doolle oo1Do14e 80N Dl&l'17 with 
.otllal 1Dooae OYer a per1o4 ot .,Yea .,.are. • 

'fee, 11r • 

.b7thiD8 OD 1 2t 

f I thiAk 701& Oall 4o OYel' 

LeaYe out the t1r1t Pai'&INph aD4 lean out (o) . 

II tllat -bo47 eb111t 

I oaa 81 n th11 1:o tblll • 

.... tae ... , lrlth elterB&ttas 1e- aD4 lo .. aow 
P&7 h1pr taxee oYer a per1o4 ot eeYII'al 7e&N 
tllaD 4o tboee cth •table uooae. Xae7 P&7 u­
taue 1D at~~gle .,.are o1' eet 1Do- ,.. 'llouP 
OYer a pel'1o4 ot .,.are t11e7 hen be4 DO eet 1D­
or llaYI ~ter.d a ut lo.,. • 
low, w be4 ae 1lluetraUOD 1D t:beN wbtoh we out 
out aloD8 1:hl 11&11 ot DOt OYIN...,.I1&1ag the Pl'OI, 
bat wh1oh we ooul4 P11t baolt 1D aga1D. 

Le1: I I baYe ito 

'l'biD 4o .,oa -t te pat &D7 11lultl'at1eee uder the 
OODI, bee.ue 1:1:11N aN 1U·utraUODI tor 1:hl OODIJ 
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a.nu: lo. 

H.M.Jr: 

a.neu 

H.M.Jr: 

H8Dee: 

White I 

Blough: 

H.X.Jr: 

( Blough: 

H.M.Jr: 

Vbatt LeaYe it alone. 

LeaYe it alone. 

Vbat did 1011 •AT' 

I 1d leaYe i t alone. 

Yet, I teel that it 70U aen t ee1 there 1e euoh a etrong oaee tor th1e 70u oan be YerJ unbiased in the presentation. 

\'here h th1e to be ea1d. A good debater can llake a bad cue look good. 

I don 1t want to be unbiased either. I 1Ye got a 
formula which ia laid down and I want to liYI Juat within the tol'!IUl.a. 

We oan do a beUer Job than th11 with that in a1114. lie were trJing to aake it prett7 well • • •• 

Well , all right . I 1Ye been honeet enough. 
Duttield: Are we to put the exaaple int 

Blough: lo, 

H. M.Jr : 18ue1neeeee with alternating income •••• • - vbere were .. , at (c)t 

Blough: Yee. 

H.M.Jr: 1Alloving the carrJ-torward ot bue1neu lo .. ee 'IIOuld eo .. what 1Dcrea" the incent1Ye to new enterprieee 
aD4 to the expane1on ot the capital goode induetr1 .. , Wloh are eubJect to wide nuctuatione in earn1nge. 
1 ( o) Allov1Dg a loll CaJ'1'7-tOrward 'IIOuld reduce the ada1n1etrat1Te d1ttioult1ee oaueed b7 the taxpa7ere1 
ettorte to 8hltt i teae ot income into loll 71are. 

•HonYer, the propoeed oarr7-oYer ot budneee loeeee would aleo have dieadYantageel 

I 
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B.K.Jr: 

lihUe: 

lihUe a 

R.X.Jrl 

Jlaaoaa 

lhUal 

B.K.Jra 

222 
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•(a) Ia e. nrn plaM, lt -.14 NaU 1a a .u­ataaUal lou 1a NY .... • 

low, ~ON W pt Oft 1.3, ~ 
Wall., 1 -a obaaiEa tbat l.IIUodlloUA" to tba U... lllb'uu.pe -'ldlai 110 u to llde U leu o'lpbaUo. 
1 wul.4 too. 

1'4 1&7 '!he 41N4T&IIt&pe that wul4 ba'l'l to 'Ill oou14eN4 1ll -•Uoa wUh the propoal4 OU'I'J'-0'1'11' are theeea• 

¥rite lt oa a pleoo of paper, Herbert. Bere, write u out, pleue. 

1Jiow'l'or, tba propoel4 O&J'I"7-o'l'll' of bulDeu lAI•••• w.l.d alao ha'l'l 41aad'l'utapaa 1 

!bat'. aU rlpt. 

!he polllt 11 that JOil'N Jut ODDelderlaa e4'1'utapo all4 41e114Taatape. Biro ,ou'ro •&71Dc 1llowl'l'er, tbtro . are 4hti4'1'1Ultape, • a.-lac to •1'1111 op'Det u. 
We tr114 to 'l'&l'f tba 1..,.... 111PU7, 'bat that'• aU 1'1Pt. 
•1a the tlret plaoo, 1t would Nault 1ll a nbetutlal loea of 1"1'1' ..... • 

LlaYe out •nbetaDUal1 t 

Dld JOil DOUOI the flprot 

Bow blc h .. flpnt 

1 aoa •t bow ... 'Ill. Uloeo ttproe &PI· 
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O&etont 

'llbit II 

1lanea: 

Blough: 

B.M.Jr: 

O&aton: 

H. M.Jr: 

Blough I 

H.M.Jr: 

Geaton: 

H.M,Jrl 

White I 

B.M.Jrt 

Gaston: 

H.M.Jr: 

: 23 
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fwent7-t1Ye aill1on to two buDdra4 81llion, depen41ng on the obaraoter1etioa of the bue1Deea 7ear, tbe7 haTe here. 

Ve oen leaYe it out. 

Ian't 1t t~ to bu114 a oaae on the faot that tbeae 4eterrenta - their eli81nat1on 1a going to 1noreaee the now of bue1ne .. enterpr1ae; 1t 1t doea 4o tt, there will be no deoreaee 1n reYeiDII, and if 1t doeen 1t do 1t it doeen 't aake &D7 41fferanoe. 

• •••• result in a loee 1n reYenue.• 

I aa now on top of page 14. 
I ~n 1t know that, in line with J obnn7 1 e wggeation - , I don't know that "'ought to make a flat etat ... nt that it will rewU in a lo .. of reYenue. • (a) 11nle .. tb1e change ebould reanlt in a wbetantial inorea .. in bue1neae, there would be a loee 1n reYenue,• 
Va1t a a1nute. 

Va1t, IUu BQJ~Phri ... 

What would JOU ,.,, I hann't got 1t. Let ae aee page 13. 

I'd 117 • (a) Unle .. the ohange eboul.d ruult 1n a eubetant1al 1noreaae 1n bueineea aot1Y1tJ , there would be loea of reYenue . • 

Yell now, are we going to 1ntro4uoe that all the W87 throqtl' Are JOU going to aq that •• •• 
BaYe to uee that on eYer, tingle one of thea, 

I •u that '• the ph1loeopbJ .... 

Vall, that' • true. 

Are JOU going to ,., that in eYer, oa•e' 
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B,X,Jrl 

O..tonl 

H.X.Jr: 

B.X.Jrl 

R.K.Jr: 

O.etonl 

B.X.Jr: 

-n-
ht here w 1re •ktq a tlat etat~ Chat U 
~ Na.l.t 1A a lo .. of rtYe~~ae. 

Ve11, wul4A 1t 1U · 

Other ooD41t1one row•t•tng ~· ..... 

Ian 1 t th1e wbole th1Jir prnent..t on the ~de of the blu1aeu ot 1 }8 or 1)7 or '~' 
!ben 1t Chat 1 • tl'lle, I th1Ak eoanllere 1011 elloal.4 1Dtro4Roe into the etat-nt abcnal tbeee lh1Dp that it lbe ohaape eboald ruuU 1D a IN-' 1Dcreue 1D bae1De .. , thee• NYt~e loeue 111.Pt be otteel. 
•ow, Herbert, we· haYen'l ea14 lbat &IIJ1dlere. It 1011 .... to •A¥ thai that I. co• to PI 1D the lbiq, U'• 811t to C.. 1D the ber1J1111Dg. !bet'• the 41tterenoe ~tweea )bo, 01 aDd IQWOlf OD th1e th1Jig, I 
It 4cean1t ••• to •• that we o&D 41aaau all theu propoae4 oballpa wUh011t tak1Dg 1.Dto -d4eraUoo the Nuoa_tor adYOoaUng the ohaapa, Alll1 what 11 tJ:Iat Naoont !hal aD IIIP&l'OJit - 0J1 1D1t1al lOll 1D NYtaae -., reeult 1D a atiaulua to baa1Dttl, 
All 1A1t1al lo11t ht, llerbert, )'Oil ooat out here flat-tooted - I .. aD I '• aaaud at 10ur br1Dg1D~I 'liP at the elennth bou.rj we 1Yt be• oYer thla t fiYt u .. a. I Man 1Q'Il 1'1 p1Dg to ohaJICe the wbo e ph1loao~ ot thla th1Dg. 

lo, ao. 

n ohallae• the wbole thlAr· lle'• told - to ltan aD4 t1Dllh wUh tbe etatuent lbat w •aiD1t loet &117 rtYeaue. low, are 1Qu 811111f to br1Df 1D thla blu1Dtll Chat if JOU 011t the th1Dg - 1"011 1'1 Pior to o.t 1t aa4 thaa gaable oo •lrtag 11 ~okt !hat'• wbat Ranee aa14. I Ma& I dOll It not to &1'1'11 DOW ab011t whether he 11 r18bt or wroag, bat tbat '• 'IIIIa I llaDea aa14 u4 I aa14 ! 414D 1t want to take that poa1Uon. Vt 1Ye lleeD pe1'taoU7 ta1r. I •- h11 ph1loaoph7 - I &:ln't Uke to illttl'Pl'lt U tor b1a -11 to out the th1og and gaable oa NOOYOJ'7, doD 1 t aak tor &117 1Jioreaee4 roY-e. low, the Prea1deat, the lptalrar aa4 Doqhton han all aa14 theJ waDI 
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dollar tor dollar. !heee otber people haTe talked to ae and ea1d that ae SeoretatT ot the 'l'reaeurr I wet take that poe1.t1on. I JHAD n 1Te been oYer th1e tb1Dg I don ' t It now bow 114!17 Uaee. All I -pleaee • • ••• 

You ' re abeolutel;r right 1n ;rour etatement. It '• ~~letel:r oone1etent v1.tb :rour prev1oue poa1t1on right down the Una. 

Don't •:rae• ••· 

I woul4n 1t do that, Xr. 8eoretar;r • . 
Ot oourea, Gaeton haen 1t been 1A on all tbeee d1e­ouu1one, eo ll&)'be be baen 1 t beard me. 
Meitber baTe I. I'•• beard ver;r lit t le of it. 
~tt 

• 
I •a:r I baTen 1 t been in on aanr ot thea, haven't "beard IIUOb about 1t. But that IIPpeale to ae. You lr.now •:r poe1tion on that. 

ADd ;rou lr.now 111ne, and I don't feel, right or wrong­I ••an that I want to so over there now and - beoauee then I aight ae well talr.e t he llbole thing and throw it out, beoauee I oan 1 t get ava:r v1.tb that. I aean here 1 a the Preddent, the 8pealr.er and Dougbton, entirel:r eaob one on their own, ea;r1Ag, 1 dollar tor dollar. • \'bat '• the bade t or tlla wbole thing. 
I th1nlr. that '• rigbt. I would asree t o that. 
Well , bow do the two tb1nge gut 
But eUll I tb1nlr. that there ought to be eoae recog­nition 1A here ot the poeeibilit7 that eoae ot tbeee obangee v1.U reiUlt 1A a et1aulue to bue1nen wtl.1ob 1n iteelt 11&7 b r ing aore revenue. 
I tb1nlr. that ' • qaiU oorreot, that we beTe not PQt i n a olauH or phraee wtl.1ob oould ban been put 1D eaob of tbeee reveue t1guree, e&Ting, ae we ban 1D oerta1A oaeee , ••t oertaln level• of ~111neee tb1e 'IIOUld be the oan. 1 •ow on tb1e particular one we 414n 1t uee a particular level of budneee but a 
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1'8JI8e ot lou 4apaD41DC OD a Yariet1 Ot blla1uaa luala. 

I tlld.Dk that woul.d aoln the tii1JIC, Juat t1o aq •At aJI7 11•m- lenl ot baa1Jieu tllla .,111.4 reelllt 1D a loa a ot re•enua. • 

Y011 aq Ul .. 25,000,000 t o t200,000,000 4epn41Jic 1Q1CN1 the baa1Deu OOil41Uou ot the Je&r Ul4 the three PrtOe41DC Teare.• 

Well, that'• 1D that o11e ulltelloe ript there. I•4 eq ill the t1rat plaoe that U will reallU at a JiYaD leYel ot bueiDeea iD a loee ot reYallae. 
!bat 1 e Oil page 13. 

lo, OD page 1~. 

I 1a epeakiDC abollt the lut paJ'&IP'8Ph OD 13. 
Well, leaYe 011t1 that enhDoe mUN11• I•a w1ll1DC to 4o that. 

Oh, we're o1t1DC thea the aa11l 41ea4Y&Dtage ot all ot the•• tlll.Dce; thaT ae&D, oD aD1 oerta1D lenl ot b11e1Deee, a loee 111 reYeDlle. 

lo, I '• w1111DC t1o leaYe that uDtmoe out eDUNlJ. 1lbT aenae tbatt I 1a w1111Dg t o eq that I- I 1a DOt piDg t1o unae - I'll aut ;rou that auob. 
!bat' • the aa1ll argwaaDt aga11let tile 0&1'1'1-o•er, that :rou ~4 lo .. reYeDue, baY a to baYe eo .. tax •• •• 
lluppoee I 2'8114 tb1a. 1.luuaiDg that the OaJ'I'7-tOMiar4 proT1eioD wae Dot a,.4e retroaoU•• &D4 that tile law app11e4 t1ret to 19110, there -14 be DO ran- lou UDUl the thoal 711ar 1~2. attar wblob tile lou would 1Doreau OYer the lluaber ot JW&l'l require4 to reaob tull app11oaUoD. ·ror ezupl.e, ill a 1ear ot tull applloaUoD U 11 eet~te4 that Ule rueae lou troa a three-Tear O&rrT-torward proT1e1oD .,u14 •&1'1 betwn t 25,ooo,ooo Ul4 t200,ooo,ooo, 4epeii41DC OD the bua111eu 001l41U.ODI Ot the JWar Ul4 tile three preoe41Dc JWare. • 

• 
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-llo-

low, 7011 W'Gill4D'' obJen M Ula' o~~aaw. 1 14 ltaYI ott 'iw -•••• •Ia ~ tlret plUI I• w.l4 rtnl.t •••• • Ill ott.r wr4a, 1 _,, 1Q a.w a 41oha. 

You're 1&71AC tlat-toote417 thd ~ 1a f:laC M reeuU 1A a lo .. of r"'-· 1 4Ail't bel en ~-. 
I 1ll aeet 7011 half h7 b)' 1&71AI DOtiliqo 
I p aloq 1d. th that. I Wllllt t o tell tt. tr~~UI eo loaa u u 4oee1 t !~art ue too ••h. 
fhle 4oee1t Oal"JT u. I th1Dk )'011 1'1'1 pt w M7 Ulat at a g1YIIl 1"'11 of llu81Ja111 there will be a 11 ... 
I 1a tOrr)', patl-n, I 1YI pt 4J5 IU.Datll all4 11-re pt to take ~· thitaC o-rer to the Pree14at. We're DOtt~ 

1'4 • ., let u ltaDd .. u 11. 

lo, I woa 1t , I'l l lea-re off (a). 

!be P&racraPh 1R1t -.,lUI w1Uio\R U. 
I eu 1t help U; U 11 Ulll 14ea. 

w. ou ohallp t he wor41q; u 1e1t eo .,., nw. 
Lea-re u ott. 

1Dia' 1e Ule 411111oa oa tllat, pleuet 
Loa-re off •I• ~ f1ret plaoe, u -14 reiUlt 1a a eabetaat1al lot• 1A r"'oaue.• 

BollA oa top of pap 1~. 

Yet. Wait a aiau.e. lloacb, doll that llOt aake ...... ,.., 
1 th1llk u w.l4 be -114or to take Xr. Gatti a '• or1 .. •t~a• 1a tt. nrn pl.Me u wuld reealt 1a a loll 1a renno at ..,. g1na l"'el of 'lllaeuo ... !hat'• rtallJ' tibet nlre laJ1aa• We're DOt ea)'1111 

t 
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B.I • .Jrl 

llhlhl 

B.X.lra 

llhlhl 

B.I.Jra 

Dlltt1el.41 

llhlhl 

B.X.Jra 

'llllld.uaa w1ll p 1q1 or bald.uaa wUl p cSow, blat "'" •.,US tbat d a p,.. laftl fd blald.••• UlaN -1114 be a NY- lo... Jlolr, 1t hla' Uaa pea ~q~, •• UleJl of -.rea n 1N ., .. ,. .uaA. Wa _,be .• . • 
low aa I ID1AC to pt CIINqta tMa ~ I c1oa 1t bow wboea f1111U 1C la Chat Ganoe ;;;;DTc wlth JOII )'eeC.rdaJ'. U 1ea1t ai.u. I ae .. to baYe all tbeee 
&I'IIIIMDh 1A f i'Oat of • - tc • • '"'CJ' Ccrq'h oa ... 
ree, I•a ••rr eol'rf. 

I '4 loaYe U oft tor tbe ct.e bel.JIC. !'1MB w o.a ~ lt Co .ate a ooaplete eeat eaoe out of lt eo lt 4oeea1t ohMp tha eeaee. 

I•• ellltlNlJ' wUllAJ eo ao that. I thlllk tile thlac wlU OaJ"''J' w11:hout tbat aeat eaoe, blat U 110111.4 be bettar to han oae tben. 

Oh, I 1a jWat 4a11Pfl'Dte. I '• 801'rf• It 1e preUJ' Ccrq'h to ban to 110Jit lUte thla. 
I ban ou -...euoa that alpt alllpl.lfJ' u. 
WbaU 

111pt1 1utM4 Of •w111.4. 1 

111lpt1 1utN4 of 1111att 
1 •••• alpt realll.t 1A a loN of I'IY-•· 1 

llaoe JOU 10 oa to •xPlal• lt. 
!bat aoeaa1t eatlafJ' laaae. 
!batt a all l'lpt. I c1oa 1 t th1Dk U '• tel'l'lbl)' l.aponut, B•I'J'• I 14 lea•• U off for tha U.. 
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being. It doeen 1t change the eeaee. You're etating the raota 1n the next paragraph. It doe liD ' t change the eenee to leave it orr. It U doean 11i read eJaOothlJ, wb7, we oan change U. 
All right. 

Hov, (b) - •It would ooapl1cate the mechanioe or ada1nieter1ng the income tax.• 

It 1a not a verr i8p0rtant one, I ta going to •&J• 
We Juat said up above that it would eiaplitJ it. 
It doea both. But I don 1 t th1nlt th1e 1e i81)0rtan1i enough, in View ot 1ihe taot fOU wanted to load i 1i on the pro side; I 1d out (b) out. 
0Allov1ng a loae oarrr-rorvard would benetit aanr buaineeaee while relativelr rev might be stimulated to expand their aot1V1t1ea ae a consequence or oarrr-torverd priVilege.• 

Harrr will hl\ve to argue that one. 
I 1d leave that out. 

You'd leave Vbat outt 

( o) • 

It ' • verr det1n1telJ true. You can leave 1t out, but rou're doing eo. ... The et1llulating etreot appl181 to a verr small proportion or the total number ot buaineeaea that would benetit b7 it. 
Ve 1re tr,ing to induce other• to go into bueineaa. That' • what we 1 re t!')'ing to do. 

Yee, bueineaeee that haven't loet anr aoner, are not likelr to loee it. Moat bua1nee••• wouldn't •••• 
The h1etorr 1a that ther all do lose in the t1rat rive reare. Thoee will be the onee encouraged to take a ohanoe. 

I 1m with Mr. Banea on number (o) tor th1e reaeoa. 
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All 1'1pt, 1t 1 e oaoup. llow, (o) h oat, (b) 11 oat. 

330 

'!he th11"1l u- oa JGIII' abaiftla!L'o Uet 18 tlao naeauoa tlad oorpol'tiUc.. bo .,, u4 So 4e4aot tbe11' aet OIIP1tal. loaMo 1a tiiU troll tlaell' oi'IU..aai'J 1aoo••· tJIIdor tba ~·~ 1 .. aa oxo .. e ot oorporau oap1tal. lo .. n o•er -.,ual. ~· ou be dedlaote4 t~ ol"d1D81'7 1a- oal7 to tbe exteat ot 12,000, 1 

AaJ1;hlaa wroac oa l~t All 1'1pt. 
•Ia taYor ot th1a propoaal, the tollow1AC ooaa14era­t1oaa -., be adYuoo41 

•(a) All0111ac oorporato aet OIIP1tal lou .. to be 4eduote4 1a tllll tro• ol"d1.D81'J 1•- would aako taxable 1aco.. oo1ac1do aore aearl7 with tba 1a-e tro• tho total. oporaucae ot the ocrporaUoa. .U preeeat aot cap1tal ca1ae are al...,a takaa 1Dto aocout 1a tax OCIIpUtaUoaa wtlllo aot -.p1tal. louoe 1D noe .. ot 12,000 cuaot be reoop1n4. .U a reiUlt a oorporat1oa -., be obl1p4 to P&J aa 1aoo .. tax 1a a JO&I' wbea 1 h 1aoo• tro• other ~oe• •• w1pe4 out b7 oapUal. loee ... 1 

Blousha I tb.1Dk ve ooal.4 atreactt~ea (b). 
Dlltt1ol41 Lot '• doa 't at t hb tuo. 
BlC\18hl .o. 
Dlltt1ol41 I •aa we'll do 1t wbea U ooaoe baOt. 
Bloup: roo. 

H.II.Jra Aa7th1Dc oa (a)t 
1 (b) Al.l.owlaC the de4aot1oa ot corpoi'Uo DOt OIIP1tal loaooa troa otlaer 1aooM 111pt e44 So 1annaaata o1aoo oorporaUoaa wul.4 ban P'Mhl' 1aooat1Yo to 1aYOOt 1a tlao •-1'1Uoa ot otbel' oorporaUODO or to ·luaoh aow Yoat'lll'OI ot th11r ow.• 
It 1a a weak etat-t 'lllh1oh oolll4 be otrncthoao4. 
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It1e a Yerr weak etate•nt. 

Inatead ot •upt• we oOilld ear •would tend to add to inYeetaente or "would operate to encourage 1Dl'eetaente• or •would encCI'Ilr&P 1DYeetaente. • 
!he Pree1dent won 1t like tllat &D)'Wa7. • .. .. incen­tiYe to invest in the eeouritiee ot other corporation• .... • lfuet rou ear (b)t It w1ll J!'llb h1a the wrong war. 
Well, thet ' e 'llhere a good deal ot the bneineu inoentiYe ie eQPpoeed to be round, 

'l'hat ' • the tnth that Uee in the reoo-endaUon. You see, 11a11r ot tbeee eugge et1one - the JDOre oloeelr rou exaalne them the more tenuoue become• their connection w1 th exp&Ddon. 

.Ul right. 
1 Ap1net the propoeal are the tollow1Dg coneldera­Uona : 

"(a) !be allowance ot the tun deduction ot corporate net oapUal loeeee from other in0011e would reeult in a e4!rS.Ous revenue ehr1nkage in rear• ot declining prioea tor eeourit1ea end other propertr. •or~~&llr, these are the rear• when the need tor reYenue ie JDOet acute. It ie eatiaeted that on the bae1e ot calendar rear 1939 leYele ot bueineee the revenue lo .. a1gbt be approxiaatelr t7o,ooo,ooo. 
•(b) Corporat1one that bold eecur1t1ee oould reduce their taxable 1Dcoae and thus a1a1111&e their hx l1abil1tr b7 eelllng thoee eecurit1ee Wbiob had declined in value. • 

Well, all right , betore we go on .... 
!here again the etrength ot that 1 oould1 oould be reduced b7 "a1Sht, • eo it would reed 1a1gbt reduce• -it rou don ' t like tlat. 

I think H ' • all right uu u i e. 

• 
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·-· !'be foarth Uea OD tta. ~11 llat OD 'llhiah I haYe beeD uke4 to 11-.Ye tM )IJ'OI aD4 OODI •••• • - 10U uae •pro a aD4 oaaa•t 
I 1De1ate4 we pt U 1A Jut oaoe tor tM Prea1-4eat. 

All ript. 
1 •••• 11 the ngeetioa that the deduotioa tor OIIPihl 101111 ot 1A41Y1duala be llbel'lliled. 
1 ID taYOr ot auah a obaz1ce the tollo111J1S ooaeidera­Uoae are pertiAeatl • 

Aft71h1Ds aore oa 16t 

•(a) It wuld put the iaoo• tax aore aearlr oa the baa! I of aotual iDOOM OYir a period Of 11al'lo 1 • 

I '• aot piag to atte.pt to put a1Ae togetta.r, · '"' Xill ""aphl'in. Attel"Wal'de ,ou'll ..... to get ar aopr. GiYI • oae tor 11111lt, oae tor the Preaideat. l•a aot piag to etop aow. 
1 (b) It would tea4 to atiaalate the aa.aaptioa ot tiAaDoial aa4 bl:la1D111 r1U.. 
"!'be propoeed aore libel'll treata-' ot O~~Pital loa••• would, oa the other haad, haYe eo• UD4ee1rable aepeotll 

•(a) !'be reYeDue would be reduoed. ror a rear 'tilth bueiaeee ooD41t1oa• eiailar to tho•• eDtioipated tor 1939 U 11 uu .. te4 that the loa• ia reY11111e would .. OUD, to -.pprold.Mtlelr tJIO,ooo,ooo. 
1 (b) !he liberallaaUoa -14 renU 1D - eYuioa ot tax throulb deliberate aaaipul.aUoa ot M111 of a .. eta oa wblah 101111 hall aooJ'Ue4. 
•(o) 'fhe a4aia1etraUoa ot tta. 1Doo• tax wwld be tuoth_. oolllpl.1oate4. • 

'!'hat laat 1111't- that'• tJ'Ue, bat it 1aa1 t of eaoup lapol'talloe that; U Deede to be liYID a peat a.al ot aUeaUoa. 
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Vel.l, I hate to pat 1n ~ that JD11 1N SDiaC to 
NT- hare F.'re aT1aC before that 1t n-runu 
U. lcnr 1C" 1 a44'UIIr to u. Row .aah wlll t a44 
to the oo.pl1oat1oaf 

I 110ul4a1t NT 1t wae worth •nUoning. 

Well thea, lea•• ( o) out. 

lt'e a lUUe 41ff1oult to t1pre oaJ'IT-GYera, all4 
eo on • 

.Aa4 1a (b) - tha llberalhaUoa ldgtlt reault 1n ao• 
eYaa1oa: I th1Dk 1t w01114, but •••• 

I th1Dk I 14 l..,.e tbat 1n there. 

Lea•• 1t aa 1t etaa4et 

roe. 

1 5. ~be tiDal 1tea on the Cha1raaa1 e 11et 11 the 
.aaeat1on •••• • 

Herbert, han J'OU got &AT'b.iJIC on ~et 

lo, I acre• with lea1'1nl out (o). 

Shout, tellon - ehout 1t there 11 ~g J'OU 
4oa 1 t like. 

·~ t1na1 1tea on the Chalraaa'e lht 1e the 
eugeaUon thet the QPper ~u rate a be redaoe4. 1 

(LX • .Tr. ooaUDt.l .. to rea4 ellanUT) 

I'• 4owD to (a). ~ want to eq uithliiC 
abollt 1tt 

! want to ohange (a) liMa 1t ooaee 'baok. I 4on't 
th1Dk 1t 1 e neoeeaar7 to ohaage 1t aow. 

Dutthl4a 11h1oh (a) 1e thatt 

Ranee& top ot page U. 

ll.IC • .J'rl 1 (a) VhaD the &CP"'&ate 'u bar4an 1e sreat per-• 
w1 th o.,.o141llT larp ln-•• oaa r1pttul1T be 
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upeoted to aake extr.ord1Jiar7 eaor1tioee. A 80re 
eq~t1tab1e 41etr1but1.Clll ot i.Dooae aar abo be pro-
80ted.1 

!hat 1 e a t1(!:bt1ng paragraph, aa 70U real.i&e. 

I doD 1t Ulldentand that at all. I don't 11Ddantaa4 
(a). 'Vben the aarecat• tax bQrdeD 1a great per­
eon• w1 tb eepeoiall7 large inooa .. can r1(!:bttllll7 
be e:r:peote4 to aake extraor41narr eaor1tio ... • 

In otbn wor4e, it h equitable to haYe tb81e bi(!:b 
eurtax bracket. beoauee w1 th a bi(!:b tax blll'4en 
tbe7 oan be e:r:peote4 to par extr.ord1nar1lr hi(!:b 
rat81; and it aar i.Doreaee the equ1.t7 ot 41.etr1bQ­
tioa ot 1D-. 
Ob. 

•ow, ot ooune, I real1r.e there ie a lot - 1t aar 
DOt be eo, but 1t 1e an ar~at. 

I eee. 

llow, 1.D paee1ng - an)'bod7 on 18, aD7th1.Dgt 

I don't like that - (o), ien 1t itt •o, it'• (a) . 
I doa 1t l.ike that paragraph the war it rea4a -
• •••• aake extr.or41Dar7 aaor1tioee.• I dOD 1 t 
know ~ that abou14 be eo. 

Ot oourae, it that ia true, 1t that atate•nt 1a 
true, than there 1e 110 reaeon tor oban&ill& it, 

I wou14D't agree to that d all. ~ reaaon tor 
ohaJig1ng thea 1a the ~Dt that tba7 obolr.e bua1-
neaa an4 rou oan't oollaot tbaae YeJT high ratea, 
that tha7 deonaee rour tax return aD4 iapeda 
bua1Mn. 

Di.4 rou read ( o)t 

llball I rea4 (b) aD4 ( o)t 

Jllgbt ohaaga hie aia4. 

• 
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I.L.Jr: 

B.K.Jrl 

... .,5 v.., 

_..,_ 

•<•> ftlll a1n-o tt a ~ '101- o~ ,..... a • 
oOOilftUH 11101r 1'Nt14 .. l.lldfrtaala 1a 0. ld.allln' 
lao- poapo wUJa a UZ.ta• uYa w wll1oll *7 
oaa roeon lf ~:r o!loeooi oo that tho toz. oa 1uo• 
tJooa all oovooa 1o •• owr tJaaa tho nnu ratn --.14 1a41oatoo.• 

'lllero 111'0 :r-t I'" loot; ,oa. Ba'fW ;rou puoo4 
~~' 
lo, n'ro -lAc baok to u. 
1 '!o •••• t!l.le ob~ont• u baa 11.- IIIIIP•to4ll:r eo•, aotah17 lllll&tor -...., tUt tax-exwpt tao•• 
bo 1aol114o4 at the llot;t. of tho rote lnwlbt lanoa4 
of at tho topz u 1o DOW tho ouo, thuo laoNutac tbe raho ~Q~~Uloablo too othor lao-. 

•(o) 'fbo ~ah offoot of lowol"1JJC tho top nrtax 
rateo 1llll1ll4 bo a lou la rO'fWno. hr a :roar llb t 
~U' U 1o oaUaato4 ._, tt. lou~ rocblotq top Olll'Us ratoo to 60 plll'out 110'1114 bo a liUlo •N tU. llo,ooo,ooo. • 

Dllff1e141 'l'hlo •• tho polat tbat tbe Pro114oat raloo4. 
B.K.Jr: fbat'o 1'1~t. 

lihUe: 

B.K.Jr: 

It'o (d ) that I aoaat wao the o18Dl~oaat oao. 
1 (4) 'fbo ofnoao:r of Nctaotac 111- nrtax ratoo tor 
tho J)1U'IIOIO Of dla'lllatlal laYOetMah 1o Ollblt&DUall;r wekoao4 b:r tbe faot; tbat to a porooa 1a tho nnax 
braobt of 6o porout, tor laetaaoo, aa laYut..at 
~· haYo to pNYldo a :rtold of d lout 8 p-•• 
111Ul DO rid 1a 01"1101' to bo .. 1"0 attraoUYO tJ1aa tbe 
altoraaUYo be hu of laYoottq 1D lltato boado of 
priM q1lal1 t7. Of oo•••, with pN-t ratoo porooao 
1a the 111peot braobto ••t obtala taxable ;r1ol41 
of at lout 1~ poNoDt with oo r1ok to NtalD ao 
•oh prot1t U oaa bo o'btalDod ti'OII a 2l POI'OOIIt 
aoa-taxablo uoo ... • 
Well aow, 1lblla f011 oa:r •aoa-taxablo laoo•• that 
4ooea1t .... laoo .. fNII rodel'al 'boa4o, dooo ut 

() 
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- 49 -

•o, 1nco• troa Federal bonde ie taxable 1a the 
eurtax brackets now. It wouldn't be atfected b7 
th1e. 

It wou~d not be. Vbat would be affected b7 itt 

B~ougb: It wo~d •an the 1nc011e fro• State a.D4 ~cu bonde. 

Dutt1eld: Treaeur7 note. . 

Blough: And other tull7 exempt eecur1t1 ... 

H.M.Jr: But not Federal. 

Dutt1e~d: Federu notee. 

Blough: Bot the part1u~r exapt Federu bonde, no. 

Blough: 

B.M.Jr: 

Gaston: 

Duffield I 

Bane.: 

B~ough: 

H.M. Jr: 

Kane.: 

Are 7ou uk1llg that u a reooaaendaUont 'f'bat -Dde 
lllte JOU 1 re - that ' e 1Dject1ng a brand new tboQ8bt • 
1D here. h that what 70u1 re tr,.1Dg to 4ct 

I t 1e DOt _,. thought, 

It1 e the Preei4ent 1e. 

What thought 1e that, JohDt 

Benator G~a••'• b1l~ . 

I •d ~ike to lean out - juet atop at the f1ret 
eentenoe. 

Well, of oo ure e, I den 1 t mow an7bod7 a round the 
'rreaeur,. wbo baa eYer been YlrJ opt1a11t1o or hliPP7 
about Senator G~aee ' • propoeu, which be aade when 
he wae Seoretar,. of the Treuur,. baolt 1D ~920, 
aD4 1t ie in here 0~7 beoauee, ae I uaderetood it, 
1t wa• epeoifiou~J referred to in the Prea1dent 1 e 
oo-ente. 

llpeo1tioallJ. 

Jla7ba be wU~ h&Ye forgotten 1 t, I 111 bet Benator 
Guee baa. 
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fbat I I & 11004 11Jae, 

Be talked abcnrt obenC~ •c the pl4 ooahat of \lie 
dollar u beiag r.pud1aUoa aa4 taklag o\ller 
people 1 I IIODI;r, 'fh11 pl'Opo 11 tiOD Of !:d. I h to 
11U tU•I:UIIJ)t IICIUI'111111l tha11'1 wbat U 11, 

Let 1 I tl';r to pt b;r w1 tliDut that ODI, • 

I'a J .. t tb1nk1ag, 

(B.K,Jr. 111011 out aD4 retunaa 1a few 
a1Datea with Kra. nota) 

we 1 re ao- to here. 

Yea. 

I 1n bad thla now for two 4a;ra. 'fbi a laet th1ag 
hl 11 .-phaa1ae4 - I -41r 1t I ooul4n't glve tbla 
atateaent, glve 117 troot part, 1114 •111Pl:r 1117 whee 
WI OODI to tbell riO-U4aUODI that tbe· ~I'I&IUI';r 
1tatf will 4hoall tbl proa aD4 00111 of th111 n.~r­
patiou gtvu b:r Kr. l>ougbton. I aevar got ap 
there - after I pt thl'OuP u4 tblae fell.o•• are 
J .. t aUtlq on the e4p of thl1r ohalr, thl:r blglD 
to aak, 1 1ftiT 414 :rou aa:r thll •4 wilT 414 :rou aa:r 
tllatt• 

llow, let'• Just take a a1Date, let • Jut th1ak 
har4 tor a aiaDte. llbat aa I tr:rtac to c1ot I 1a 
tr;rlDg to open tbe door, I've 1&14 ap.1a aa4 apJ.D, 
10 that thin aballgla 1D tbe tu law rill be re­
-1ae4 troa the ataD4po1at of 41terreata. I co 
up there - pt thla latter uaunc the thlql, 1114 
I ID ap there, aate 117 atat:eDiail • 1 Gla4 to be 
hera, K1a4 to ••e OhalN&D 1>oupt011 haa lhte4 
tbell l1n th1.Dga. .lD4 the ~rean.r:r atatt 1a here 
to •:f•'a tba proa aD4 oooa.• ~hat'• 117 atat-at. 
I oo 4 or ooul4 aot, 1t I W&Dte4 to, oloae oa 
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llanee: 

B.X.Jr: 

· B.X.Jr: 

.Dilft1eld: 

White I 

Bloqtu 

B.JI.Jrl 
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the 11111Naaee. thd ta't Deoe .. aJ'T. that;'• the lr.1D4 of th1Ag I ~ or •7 llOt waat to 411. 

AD4 thaa ol.oee Oil \h.U eQt-' here wbtoh I NM before the l'll41o, &ad Jllat olo .. 011 thle 1111te1 
0 I e1DOeN17 hope tlat Ooqre .. wUl take & O&Ntul look at the tu 1 ... to eee 1f there - &117 deter­rete hold1q bue1Dee-11 baok froa ~IIi flltllre ....t~ate. Blle11lea ... a ought to feel that t~ Adii1D1etreuea waate thea to ao ehead aD4 hlte a ul'll&l. bad.Jiue r1elt aD4 that w -t tha to ~ -7· 
00f OOIIJ'ee w IIIUt ha-re ad41UoD&l re-ren11e, bllt 1D 
Q op1D1oa the -r to ~· 1t 1a throa&tl bue1De .. reooYOJ'7 and not thro118b h1*er tu l'llha.• I .... that wodd be Q oloe1Dg thiag. 

I don't bow that I ha-re ner gone liP oa the BUl • and gotten into a proe aD4 oone d1eouee1on. 
!'he 1dea 1e to take oat all of rov •..• 
lot to get 1ato 1t • 

•••• tu etateaente. 

I bow 'llbat '• go1ag to happen. I aean b7 the ttae 7011 gt-re the proe aad oone- let'• be hoa .. t with eaoh other - I aeaa - of the .. arp~~~nte are eo danl ~eo1oue that I ~4a1 t put Q -e to tU.. I '• llOt be1Dg pereoD&l uw. 

Jo, llO, oerta1D.17 llllt Oil the ooae, Jlr. lleOl'llta!'To 

''-(!be) • 

Beoauee eYeJ'7 ooa ara-at had to get b7 Ro7 aDd he ~dll 1t let a ~eo1ou &J'IIlliODt 111. 

Wall, 1dlell 1011 eaJ.d, • Well, u ' • a ara-at 11111ft7, • thaD I eaJ.d, "All r18b'· • 

.. 11, I .. aa - let'•···· 
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Vh1te: 

Blough: 
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note: 

• 
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I thlnlt the oonoludon ;rou 1re ooiUng to ausgelte thie tact, troa a:r pout ot rtn. h eqgeeh thet the 110n1 oloeel:r :roa e~e tbeae taxea, the aore Oarttull;r JOU trace out thalr oone~eDOII, the 
a~ach leu oerta1n :rou become that tbe:r are tax deterrente. 'that ~ .. n •t Man that the:r aren 1t a deterrent to eoae degree, but I a ean the extent ot the deterrent becoau qoh aore a debatable pout. And 1t ... , to ae that :rou aoooaplhh :rour purpoae, 1t I underetand :rour purpoee ln thle, etartlng troa aow - I '• not golng back oYer the hletor:r - :rou aoooaplleh :rour purpo11 1t ;rou gln thle to Congre11; and the;r 1ll d110UII all the prO I and COni at Yer;r great length, and lt there are aerlte 1n theee taxee the;r 1ll be brought out 1n the dleoueelone both ln the oo .. lttee b;r :rour tex uperte aD4 othlre ae well ae on the noor ot tbe Bouee. lo 1t ;rour deelre 11 to get thle aatter opened 1lP and get action, I thlnlt :rou 1ll accoaplleh lt, whereaa I thlnlt :rou protect :roureelt b:r being 1n the poaltlon ot an adYber, prllentlng both eld11 ot the queetlon without g1Y1ng ;rour rtew, unl111 :rou wleh to g1Ye :rour rtew 1n reaponee to thelr queetlon. 

I 1m tr;rlng t o eee 'tlbat Doughten hal lald to ae, eee how 1 t read•• Well, 1t 1 1 all rlght the wa:r 1t le. 
I oould etlll take th11 polltlon. Where would lt leaYe the eufgeetlon tor addltlonal reYenuet Would I aalte tho11 

• 

'that ooald be worked ln. Ve could t ollow :rour thought without auoh trouble at all - not gln an:r 1peo1t1o oo-nta, turn lt oYer to ;rour etatt, and etlll haYe ;rour general dhou11lon wlth reepect to the neoe111t:r tor aa1nta1n1ng tbe rnenue-produclng oapaclt:r ot :rour tax etruoture. It could be done. 

Dld :rou keep the eheetl I handlld :rou on Baturda:r 1n wbloh I propo1ed that :rou do exactl:r thatt !boll dld 1nclude tho11 tax 1ncreaeee d the and. 

Well, I Juet - I ~n1t know what ;rou • • • • 

I haYe thea. U val the laet tew ebeetl. 
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fl!.e7 were t1"1ple-apaoad aha eta, three or t0111' al!.eeta. 

IIlia• blappeDed' 

You tbousht U waa too abort at tl!.e ta.. 

You 1Ta got U bera, twaTe 1t 70ut You 1Ta got u oa 21. 

Oh, all or that h ln. I •an thb propoaal to leaTa 
OUt all ~~· PJ'OI and OODI ftl Yl"1ttan uP OA 8atul'o 4aJ. 

Do 7011 want 1tt I han u. · 
Please. 

Duft1eld: Xa7 I alk, would 7011 than leaTe 1D renewal• of 
reoo-4aUona prn1oualr lladat 

Oh 1••· But I .. an the Ya7 I feel now - and 1t 1an1t 
jut beoauae I aa under noh great preaiUl'a - I Juat 
oan 1t do thle 1tuff, that'• all. I oan1t 4o 1t. 
I .. lUI I oan't get &J&Olt t o g1TO theel prot and OODI . 

It oan be done u 7011 - 7011 oan aT01d 1t without 
•oh troubl1. Y011 oould Yl"1 to 1n page 9 jua t aa 
1144J.Uona1 pa1'081'8Ph wbel'O JOU beg1D with 0 I tUl'D 
DOW tO a bl'lef -111'7• with the al'IWietlh fOl' and 
agalnat •••• • - 7011 oould .ubat1t11te a br11f para­
sr-Ph or two, leaT1Ag eTel'Jthlng out and veaT1DC 
1n the •uae•Uon that 1t 1t n.uUa 1D a nduoUoo ot l'OTenue •J,et ae ·~•t tl!.eae follov1DC taxa• 
ebould be oone1dend, witbo11t g1T1ng tha pl'Oa and 
oona. It oan be done qulokl7. 

~· one polnt of rtew, the Seoretlll'J or tbe fnanl'J 
llholald nOTal' be tl!.e aan 'llho so•• 1nto detalle v1th 
r .. peot to qeo1t1o tax propoaale. !hat '• a teohD1oa1 
•Uer. So 70u haTe that •oh jut1t1oat1on. 

fl!.e oD17 other thlng 1e that thle ~d &Ike aa 
1ntereet1Dg •tate•nt wen U'• pabl1el!.ed 1n a preu 
mea••· 

• 
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BloQCtl: 

B.II • .Jrl 

nota a 

Blou&h: 

B.II • .Jrl 

Bloupa 

B.X..Jrl 

Blough I 

B.II • .Jrl 

B.X.Jra 

-~-

11b1oh oaet 

(lire. not& brinae 1J1 the ftCJ!18tecl Y8l'e10JI wrUtea up 'b:r llr. Bloq2l) 

!hat waa 1At8114e4 to 'be t1Ue4 
Rea•'ber, .. ha4 Ulat 4ebe.te oa 
we cl14D1t waat aa:r tax 1aor.aaa. 
111 r1gh11 at tbat po1at. 

lftlat J~-cef 

..... 10. 

lo, 9. It 1 a 1AteD4e4 to 'be t1Ue4 1JI eU:har r1pt heN - r1pt hen, tor ~t •Uer. 

Let •• rea4 wbat he 1 a sot bara. I thilllt 11h1a a1gh11 'be the anawr. 

rea • 

• '1114 1t 80 011 pap St 

It waa plaADed, of oo.ree, before th11 leUer waa talked a'bou11. But 11: wo'lll4 t1 t 1JI r1p11 'betor. u aa:ra 1 W1th reaar4, ho,....er, to the apeo1t1o Un •eaUone4 1A Chal~ Dou8bton 1a letter •••• 1 - on paps. 

1 BoweYer, aot1oa 1e neoea~ 1A at leaat ona •tter JIOt 1Jiolii41D8 tbl oorporat1oa lJIOo. taz. 1 

(Ooat1Jiaee rea41Jig a1lea11l;r) 
ltookbol4erat 

1'hat waa the· lrea14eat' a __.auoa. 

Oh. (Ooat1m1" reacl1Dc e1luU:r). 

Well, I per-•ll:r th1Jik thi.a, that I w.l-4- I 14 z-. 1lllrolaP to pap 9, aD4 thea ~ ~11 1a to 
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eq tbllre that tbll 1'reaeUI')" etaff 1e prepared to do 
tb .. e tbiJice, and then - page 21 - I ngpet the 
tbree pon1b111Uee tor 1.Doreu1.11g taxu. llo•thl.Dc 
Uke that. 

!'bat coa1d be nr:r euU:r done. 

WhaU 

'l'bat could be YeJ7 eaeU:r done. l'ou baYt ;rcur tu: 
.,;perte bert to ooaent Oil all7 ot the ~ec1t1o 
pi'Opoeale. !hen bring out tbll pol.Dt that, bowner, 
1t allf ot the ngpeUone are to reev.lt in a redncUOil 1n reYenue, in light ot wba t :rou ea1d prertouel:r, 
tbll:r h&Ye to '"lt otbllr va:re ot replacing U . fhen 
I would ngpet :rou tben begin- on page 21, eo :rou 
practlcall:r cut out eYer:rthing between tbll bott011 
ot pap 9 and the top ot page 21, and nbetUute one 
paragraph. 

What I would •a:r 1e tbat 1.D re~onae to Congree­
J)oughton 1 e letter the 1'reuu17 experh are willing 
to g1Ye the arguaente tor and agalnet hie eugpeUone; 
and tben lilt thea, ~ eee. L1et hie euggeet1one. 

And then ea:r, 11ow, l.Dasauch ae tbeee nggeetione 
will undoubtedl:r baYe the net etteot ot caueing a 
len ot reY.n&e, I want to talte th1e OPJ>Ortnn1t:r to 
bring to :rour att.atloll the leaet,,,,a - I dOD't 
want to uee 1d1aagreeable1 - or eo•thl.Dc l1lte that -
• •••• the leaet irlteo .... tbod ot aalting up thie 
reYenue. • And the~ l1et tboee thinge. 

I l1lte that better than the one I eugpeted. 

I th1d that 1 • better. I think u -ld be Ulltor­
tunate 1t :rou d1dn 1t Hnt1oll the thlnge 11b.1ch he 
haa •••• 

Oh, detin1tel:r. low, don't get •• YJ'ODg. I wallt 
to be tort~. but I don't want to gi.Ye the pi'Oe 
alld oone. 

• 

Duttieldl !bat 1 e t1.De. 

J)o :rou eappoee :rcu oould g1 •• •• two lt1nde of oopi .. 
and etill get it OYer there b:r 1 1 ~t I abollld 
thinlt eo. 

• 
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tee, e1r. 

G1Ye .. a ~lete OGP7 nth the th1Dc the 11a7 u 
11 here, with the Pl'OI 11114 OOila; a4 tua CiYe ae 
a~~other oae abollt the ~ I 1n ea14 u, :rou '"' 
We oan 1 t g1 Yl :rou a 008plete oaa, but we ou g1 Ye :rou the ta11 ell4 to n t 1a. 

She oan lin ae the othera. You 1n got 45 a11ll&tee. 
Well, 4oalt lou ~ tue. 

llllt :rou get u. I wut to put a:reelf oa reoord 
for theae f1Ye th11lga 11114 thea ea:r, 1 1ov, the 
!1'1aau1')' atatf 11 heN to g1 Ye 7011 the pl'O • and oone. • 

You ea:r :rou want to put :rouraelt oa reoo%'4 u faYOr-
1q •. •• 

I wut to aokllowle48e reoe1pt of Jlr. Dous!ltoa 1 a 
letter. 'low, theee f1Ye Yal'1oue taxee that 
lr, Dous!ltoa baa brous!lt up - ~he !reaiUl':J atatf 
11 here 1D ooiQ)l1anoe nth :roull' reqv.eet to g1 Ye 
the arguaeate for and aga1aet.• But I vaat to 
bl'1ac 1D the f1Ye. thea •Iaaeach u theae ua-
4oabtedl.:r will CIIIUe lOll of l'IYIID&I1 I Wallt to 
bke th1e oppol'tl&.a1t7 to llllf811t other taxee to 
aake up the 41ffereaoe.• 

Do :rou waat to aa;r, 'I aa for the f1Ye 1 t 

Jo, jut the wa:r I aa1d. But bl'1J13 1a the f1Ye all4 
thea bl'1q 1a the to tal. 

low, 11111 llalllph%'1ae, wtlo 1 I - I 1U le&YI VON - 'llbat 
off1oe 11 th1a that 1 a go1J13 to 4o 1tt 

HUIQ)hr1ea: Booa 207. 

Doa 1t :rou want to go nth th•, BeJ'bertt I neb :rou 
wul4. 

• 
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lb' 4ear Ill'. leon'-71 

!be Vqo 111114 IIMao eo-1\tN ot t.ho ....... ot leph-taUno blrlteo 7"" \o appear lletore the eo-iUM oallll;f • .u 
\bet u .. the c-tuee will 'be pl ... .a to reoo1To""Uiirwo,..uoa 
7011 ben OD 'l'Vi""' tax =-•• whlcll ba'N been t'IICCII\14 reoctl7 b7 bwoblooo orpllioaUoae aa4 prl.'rate 1D41Y1d111lo. Aaoac tha nc­
ceoUono .... loll ban be• 1101t frequentl7 11141 are tbe followiJIC I 

\ 

lepiOl the capital otook aa4 exoeoo profUo \&Zoo. 

Allow lrUblooo ut loooeo 1A oao 71ar to be carried 
forward aa4 offott aplaot lnooae 1D tv.btlqDID\ 71aro. 

Peralt corporaUou t o 4.14uct ut capital lo1111 r..,. 
or41JIU7 · \&Xoble s-. 

~1beral1oe the do4act1oae allowe4 tor net capital 
101111 OUtelDtd b7 1D41rldQalo. 

Red-Gco tha 1D41Yi4Dal ovt&E ratio ill the -appor braokeh. 

It ... uld be helptul \o the eo-uteo 1f 7011. ... uld preeut the 
ar~nh tor aa4 acainot •• Mll7 of t.h111 ._,uoao •• tho fr11.....,. hat ota4114. 

Obrl011.117 .. ,t of tbeoo cba~~Ceo, 1f a4opto4, would ron.lt la a 
diOrMtl ill r-•· Iaaunch ao a f.,...natal proreqa.lol\1 of IIQ" bE rerldoa at t.hh u .. 1o alatlll&Dct of tbe proout ,...,.,..., the 
Oo.al. the would appreolah it 1t 7011. would aloo dhoue pooo1Uo 
WIG'I ot offoettlJIC &ll7 ....,_ lo11oo. !be C...tttM would, of 0011.r11, 
be clad to bear 7011.r Yi..,. oa &ll7 othar perU-\ -uero whicll 7"" 
MT with to 41-•· 

!be lloJIOrohll llcr7 ICo.....,tba, Jr., 

!be llorotarT of \be !na111.r7. 

• 
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The Oo-l ttee 01: Yqe 11114 Meano of the Bouoe of llepreoentatheo 
1nnteo JOU to appear before the Ooaittee on llq , at 11h.lcb 
t,._ the Co..ttt .. vUl be p1eaoe4 to haft .., ezpr .. aloll of )'O'IU' 
'fl..,. u to &117 challt;ea ill our Intenaal llnenue !ax X... that 
JOU COlll14er a1pt be halptv.l to buo1M .. ao wall u equ1 table 
to taxpqero. Aloo, the Coai ttae woul4 be p1eue4 to han JOU 
gift 1t the b.,..fU of &117 1ntoraat1oA 70u han u to the 
4t-11rab1l1 i7 of ftl'lCIIla tax chall.«e• which haft be.,. I'C141'Pate4, 

.... z:ec••t'p ._ ••••••• ;•a 1Jtt'··e •nA pr'wt a '; ' ·a. Jaonc the RCPitlOAI which han be.,. 1101t tr.quelltlJ ...U a4 
'IO!>lch I, IIIJ'IIlt, haft t~t alsht be worihJ of conl14eratlon 
are the followillll 

llepeal the cqlial atoclr: ..,4 e:zoe11 prot1 to taxea. 

Allow buaillua net 101111 ill oAe 7ear to be C8Zrle4 
forwar<l. &114 offaet apinlt 1nco• 1n auboequent Ja&ro. 

Perait corporation• to 4e4uct net c~liel 101111 troa 
or4ln&rJ tazable illeOM. 

L1barall .. t he 4.ednctlono allowe4 for lllt CIIPlhl 
1oaaea auotalD&4 b)' 1n41n4uala. 

llectw>e the ill41 n4ual aurtax ratea in the upper 
braeketl. 

It woul4 be hlqtv.l to t.be Ooaitt .. 1t JOV. wov.l4 prea ... t the 
arca-ta for anA &pillot u ae:J1T of theoe RCP•tlono u the 
be&IUZ'J hu otu41e4. 

Obnouel7 110at of theae ~·· it a4oph4, woul4 raoult ill a 4eereue ill u....... lnal...:h u a fn""·-tel prerequisite of 
&117 tax rena1on at thla tl• 11 u.int-ce of the prneatv"' 
r&ftma. , the Ooalitee woul4 ~preclate 1i 1f JOV. woul4 &lao 
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cUocuu pou1ble wa?o ot ottoot\l.q eDT rneDU louoo which 
a1&1>t oocur ill on:r chongeo 111&4o. !l!le eo .. ittoe ""uld, ot 
oouroe. be clad. to bear :vov.r Tiewo on on:r other pertillent 
•ttero which 70u U¥ wioh to diocuu. 

S1Dcerel7 7oue. 

'!'he Honorable He1117 Morgenthan, Jr. 
1'110 Secretary of the TreaOU%7 
Waoh1J16ton, D. 0. 

I 
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aa4r1ea hareatter e&l'DIId aDd ul 1Dtereat on govena­

•nt aaour1t1ee hareaner 1eeued eubJeot to rederU and 

atah 1noo• tax lava. T~t part of th1e reoo1111endat1on 

deu~ with govel'111118nt ealar1ee, I am pleaaed to note, 

has ureadl< been incorporated into law. 

3. In ay etate11111nt of Maroh 24, 1939, I presented 

tor rour consideration four alternative rate plans for 

old-age 1Deuranos oontribut1ona during tbe next three 

)'8&rl. 

~. 1'be Treaaurr Departlllent baa p ointed out from 

tilllll to tilllll th& the present law allowe exoeaa1ve 
~ 

deduotione tor depletion of oil and gas well• end 

oerta1n mine e. Remov1n~ this inequitable epeo1al 

priTilsge would produce a substantial amount of reTenut. 

It eeeas 

at tld.~aee on t 

tion of tax 1 

anr b d reT1eion 

repJ"'t of the 

~tione of the Federa.~111 

te tor Oong?'ss 

re~na1Te reerm'N-

fore ertakil{g 

With regard, however, to the apeoif1o 1telll8 

men timed in Ohairaan Daughton' 1 letter, I u glad to 

preeent tor 7<a1r oma1derat1on a luaar)' of the tindinga 

ot the Treaeurr ataff. Before o01111ent1Dg on thea, 
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be ea1d tor 

oorporat1 

the;r ocu 14 be 

to aotual c 

ne eee1tated b;r war. 
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1e ot 

muoh to 

all 

to •et 

nt whether or not 

prot1te. 

coul4 

2. The eeoond 1 tem on wh1oh Oha1rman Dough ton 

asked me to comment 1s the suggestion that net losses 

ot buelnaea, both 1nd.1v1dual end corporate, incurred 

1n one 111ar be otteet agalnet the 1nco• ot eubeequent 

;reare. At preeent , 1ncUT1duale and corporat10De are 

taxe4 on the1r annual 1nc011ee v1thout reduotlon tor 

loeeee incurred 1n prlor ;reare. 

In t&Tor ot the proposal are the following oon-

e1derat1one: 

(a) .Ulall'1ng the oarry-torward ot 

bua1nen loeeee voul4 malte taxable 1no011e 

?r.o --

• 
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oo1.Do1de _.e ~~earl:r with aotual ino­

onr a period of eenral :rears. 

Bue1ne •••• vi th al terna t1ng 1no-e and 

lose now P&7 h1gber taxes onr a period 

of several :rears than do those Y1 th stable 

1noa.u. Kan:r pay 1nooae taxes 1n single 

;rears of net 1noome enn though onr a 

period of ;rears they ban had no net 

1noa. or ba.,-e suffered a net lose. 

(b) Allowing the oarr:r-forward of 

bue1nees loeses voul4 eoMwbat 1noreue 

the inoentiYe to new enterprises an4 to 

the elq)anl1on of the oapital goode 

1ndu.tries, vh1oh are subJeot to wide 

fluctuations in earnings. 

( o) Allov1ng a lose oarr:r-forward 

voul4 reduoe tbe a&ll1nistratin d1tfi­

oult1e e oaused by tbe tUJ>&;re re 1 effort 

to ah.Ut iteu of inoo• i nto lose Jll&re· 

Tp the 1t xsu?A 

' ,...,, .. 3 !! n : 'p UM"'! 

••• 
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Auua1ng that th.e oarry- torvard prort­

aion vae not made retroactive and that 

the law applied tirat t o 1911<>, there 

would be no revenua loe a unt11 the 

tUoa.l year 1942, attar vh1oh the loea 

would 1noreaae over the nWDber ot years 

required to reach tull e.pplioation. 

For ex.a.gple, 1n a year ot tull applicat ion 

1t ie estimated that the r evenua l oee trom 

a three-year oarrr- torvard proYiaion would 

Yary between $25,000, 000 and $200,000,000, 

depending on the bua1neaa oonditicna ot the 

year and the three preoed1ng years. 

'h) lt "eal& ataplloate era i&Ohihid t-

3. 'l'he UUrd item on your Chairman's 11at 18 

the e~geation that corporations be allowed to deduot 

their net oapital loeaea 1n tull trom the1r ordinary 

inocmee. Under the present law an exoeu ot corporate 

352 
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HMJr : Bello. 

.. ,. 8, 1939 
9:16 • •• • 

353 

Operator: Blough baan' t oome in :yet. I ban Congreelllllllll Dough ton . 

HMJr: All right. 

0: Oo ahead. 

HMJr: Hello. 
Robert 
Doughton: .All. right, Mr. Seoretarr. 

ID!Jr: How are :rout 

D: 

HKJr: 

D: 

ID!Jr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HKJr: 

D: 

All right. How are yout 

I'm tine. 

'fbat' a good. 

And how are you oolll1ng along on that letter? 

All right, we 're working on it now. I ' ve made a rev 
suggestions-- changes • •• • •. 

Good I 

• • •••• and it they don't appeal to you, why - - the way 
rou have it, it will be all rikbt with me. I made one 
or two suggested changes and we're hartng two or three 
oopiee made ot it , and he ' ll take it down and you oan 
handle 1t as you please. It you want to take 1t up 
v1 th the Ch1et again • .••• • 

Well, now it you want to -- I IIB&n, it you can -- sign 
U and then it it isn' t all right I can send it baok. 

Yeah-- well no, we oan -- it it'• not all right, you 
oall me on the phone and we'll agree on any mod1tioation. 

Yeah, but you want., •••• 

Without - - without - - you sending it back. 

But I mean, 1n order to eave time, do you want 

Hov •e tbatt 
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D: 

RHJr: 

D: 

mur: 

D: 

IIMJr: 

D: 

HMJr: 

D: 

m~Jr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJr: 

• 

354 
- 2 -

Do you want to sign 1t7 

Well , I want to a1gn 1t before I send it to you, but 
t here's no use in me doing that until I -- you see , I'll 
Just make a new oopy and send to you when I ge t ready to 
fix the dat e. 

I see. 

And then we'd agree on t ho torm, you know. 

I sea. 

And then you can Just -- I ' l l keep my copy here and then 
you can Just phone baok any s uggested changes or you can 
make a new copy, it you want, and send it back. 

Fine! 

And I'll Just hold it in abeyance here until I get 
ready to fix t he date. • 
All right. And in oase -- what dat e would you have in 
mind? Do you think you oould reach me maybe the end of 
this week? 

'.fell , I can tell better in a day or two. I' 11 Just see 
what we can do in the Rouse. If we can get up -- we are 
going to get our bill baok from the drafting service 
lledne sday morning. 

Yeah. 

We ' ll be a day or two on t ha t - - going over it again. 
Well t hen, if t he Rouse ohould not-be occupied with 
something else and we couldn't take it right up , why I 
could probably get you t he latter part of t his week. 

Yeah, that would help a lot. 

Yeah. ~/ell , I • 11 do my beat on that then. I' 11 aee it 
I can't work tha t out ot t he crgani~et1on . 

Well , after you've had a day or so to think t his over, 
how do you like t hie approach? 

I like it tine . 

So do I. 

• 
Regraded Unclassified



D: 

HMJr: 

D: 

I!MJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 
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I like it tine. I t hink it's excellent. 

I think u•a the way to do it. 

355 

Yeah, I think it's-- I t hink it's tine, and I think it's 
Yery considerate ot you, and I think -- it may be worked 
out praotioally. 

Well , you're -- after all, you're Chairman and with that 
magnificent record up there why, you ' re the fellow that 
ought to do it. 

Well , after you read this amended oopy that -- that tbey1 

taken down, you oall me baok and tell me what you think 
ot it. 

I'll do that. 

Thank you very muob. 

Good bye . 

Good bye. 
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HMJr: 
Dan 
Bell: 

!ThlJr: 

B: 

HMJr: 

B: 

HJ.!Jr: 

B: 

HMJr: 

B: 

Jw.Jr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

Dan ••••• 

Yes. 

May 8, 1939 
9:19 •••• 

356 

I don't know whether you'll have it ready-- time in ten 
minutes, but what I want you to do sometime this morning 
-- I'd like to know on the appropriation billa which 
have passed to date whether we are over or under the 
budget figures -- that's number one. 

Yeah. 

And number two, what does t his new bill -- agricultural 
bill mean -- how much i s it over, and what does it do, 
:rou eeet 

Yeah. 

And also number t hree, did they ever give us any reven~ 
t or t he last bil l . What are t hey ••• ••. 

PaM~7 -- P&r1'7 payment? 

Yeah. 

No. 

Well, it you could give me one, two, three and then be 
t hinking over whether - - I might want to say something 
to the President about it a t one o'clock. And t he other 
thlng , I'm thinking about is sa;ring something about it 
in m:r press conference. 

Yeah. 

So be thinking about it, will yout 

Yeah. The f irst, on the appropriation bills, tbe:r're 
not bad up to the time the Senate paoked on t hi s three 
•eventy-tive -- this three hundred and seventy-five 
mill ion tor parit:r payments certainly goes over it. 

Well •• •• • • 

But I'll get :rou one, two, three. 

You get t he idea. 
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RMJr: 

B: 

HMJr: 

B: 

RMJr: 

B: 

IDWr : 

B: 

IIMJr: 

B: 

HMJr: 

357 
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Yeah. 

And be th1nk1ng over Whether you think I ought to, at 
•1 preee conference, Ju.p in and aa:y that -- well, that 
it -- it Just isn't in the wood, or something like that. 

Yeah. Or sa:r that you aeeume that they'll carry out 
the Pree1dent•a suggestion in hie t wo budget messages 
that -- to get taxes tor the last one before they start 
out on another one . 

Someth1n~ like that that I oan take up with him. 

Yeah. 

You eeet 

Yeah. Ia there a nine-thirty meet1ngt 

'l'here ie. 

.Ul right. I doubt it I can get it b:y then, 'but I can 
get eome figure a on it this morning. 

No, I know :you can't, but I wanted to put the idea ••••• 

'l'hanke a lot. 

Good b:ye. 
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GROUP MBETDIO 

P:reaent: 

B.IE.Jr.: 

Gaston: 

H. lf. J r.: 

Gaston: 

H.J.'o. Jr.: 

Gaston: 

B.&!. Jr.: 

lllcRe)'Dolde: 

B.M. Jr.: 

lloRe)'Dolde: 

H.M.Jr.: 

Mr. Banee 
Jlr, Gaston 
Jlr, 'lbite 
Mr. Baae 
Jlr, Foley 
11r. Duttield 
llr. ll!oRe)'Dolde 
lira. Klotz 
llr. Oibborus 
llr, Lochhead 
llr. Gravee 

You didn't take it, Herbert! 

'tllbatf 

The Father Coughlin magazine, 

llaf B, 19~. 
9:~ A. 11. 

Yea . You banded it to me. I have it on 117 
desk. 

Would you get it , please' 

Yea . 

I thought you saw it. 

I saw some printed mat ter there, I knew there 
was a Congressional Re cord attached to it. 

Where 1a BelH What have you got , llact 

Notbing here that needs to be talked about. 
'l'hia came in--• bill on "Bu7 Aaerican" aturt. 
Barr,. Coll1na called ae about it on SaturdaJ. 
They are proposing aa.e new legislation on it. 
But it haen•t got to the point where it need• 
&DJ consideration--the legialation--but i t will 
c0111e up regularlf, or couree. 

Bow was the golt' 

Well , two lovely golt daJ•• Couldn't have been 
&n'J better, I haven ' t any boasting to do about 
the gol", but I had a grand tille. I played both 
Saturda'J and Jesterda'Jo 

' 
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B. K.Jr . : 

Bell ; 

B. M.Jr.: 

Bell: 

B. K. Jr . : 

Bell: 

H.M. Jr.: 

Bell: 

B. M.Jr . : 

Bell: 

B.W . J'r.: 

Bell: 

H. M. . Jr. : 

' 

:ss 
- 2 -

Good. 

(Bell CCI!IeS in.) 

n.Jl? 

Tho tree silver ia again piling up 1n the 
Treasury to about 70 million. About the only 
way we can get it out ia to increase the volume 
Qf tens . The present limit on it ia 250 mill i on 
dollars. Do you want t o increase it another 
50? 

Yea. 

All. right. 

Tho only other thing I han 1a, I have an 
invi tation to go to Harvard on the 16th ror 
this Littauer group. I'm trP-ng to fi.nd a good 
excuse to get out ot it . 

Don't look at me. 

Think I ought to go? 

I think they are doing good work up t horo, yea. 

It's on the investment budget. 

I think it ' s good work. You look so healthy 
these days . 

Feel pretty good. Don't have to walk down the 
corridors so many t imes. 

I didn't know that it waa that you objected to. 

Gee, that ' s one t hing- -ten times a day. 

• 

'11111 you have a memorandum tor me on that thingt 
I've asked Bell to give me a memorandum on just 
what this increase 1n agricultural appropriations 
means and where we s tand i n relation to the 
budget. It 's the last thing 1n the whole busi ness, 
and I ' m thinking about t he possibility ot saying 
something publicly, drawing t he country's atten­
tion to the tact that this ia 375 • • • • 
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Bell: 

B.lf. Jr.: 

Gaston: 

B.M.Jr,: 

Bell: 

MoRe:JDolda: 

Gibbona: 

s .x. :rr.: 

Gibbona: 

B.M. Jr.: 

- :s - ~60 

:S75 .Ullan. 

• • • • o•ar an:r ~t eats.-te. Bow oan we 
run tbe countr;r 1 • finance a when with juet a 
.nap ot the tingera the:r shoot it up :S75 aillionT 
I - there ian't 1111oh ~e tr;rlng to do an:r­
thing like tax propoaala. 

Wb7 not introduce th1a into tbia other talk, in 
connection with ;rour talk about fiscal planning, 
joint 1111eti.nga ot the 00111111tteeat You lllif!bt uae 
that as an illustration. 

That lllif!bt ba a good one. Baa 1t passed the 
Senate! 

Ho, it 1 a reported out ot the Committee . Don't 
think it passed the Senate. 

Tbe;r predict it will pan with about 15 lllinutee' 
d1aouasion. , 
Gardiner Jaok.son brougbt 1n a group ot C.I.o. 
Maritime tellowa trom the West Coast on Prida;r. 
You lllif!bt han seen 1n the paper that the C.I.O. 
and A.F. ot L. are together on stopping tbe 
Maritime Collllll1aa1on from operating Maritime boata 
between Seattle and New York. The;r wanted aome­
bod7 to bring it to the attention ot the 
President. The;r are going to call a strike. I 
told them the thing to do -s tor Gardiner Jackeon 
to get hold ot either Mr. Farle:r or their national 
committeeman. Gardiner suggested I do that, eo 
I am going to talk to talk to Farle;r about it, 
it itTa all r1f!bt with ;rou. 

(Hods ;rea) 

The)' think that the Coaat Guard ha4 done euoh a •-U job, that the;r - to ua aa a last r .. ort. 
the Maritime Commieaion ia apparentl;r not going 
along with them. I ' • 1n s:JIIIPath;r with thea 
personall;r, but I don't think we should atick our 
neck out. It's Jim'• tunction, don't :rou know, 
to get the political organisation together. 
o. K.t 

Well, I juat don't want to--I mean without know­
ing an;rthing about it, I don't like to--peraonall;r, 
I don't like to a1x politic• into thoae kinda ot 
th1nga &n:r-7• So all I'd aa:r 1a that the 
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Gibbona: 

B.M. Jr. s 

Gibbons: 

H. K.Jr. : 

Gibbona: 

H. K. Jr.: 

Gibbona: 

H. l!1.Jr.s 

Gibbona: 

B.K.Jr.: 

Bell: 

B. K.Jr . : 

Bell: 

LoGhh.,d : 

-. -
deoiaion to keep out ot it 1a good and 1t 
Parley want• to get 1n on 1t, tbat'a hie 
bwo1nen, !lut I bate to uae a pol1t1oal 
organ1~at1on tor that purpoae. 

It•a a queet1on ot pol1oy ot the Admin1etrat1on 
and- -I mean he repreaente the A4m1n1etration; 
you repreeent the Treaaurr. 

But thie 1e something d1tterent . But as I aay, 
your decision to keep out or it ie all right. 
It they want to get the pol1t1oal organization 
1n it, that's the1r bue1neaa. 

That's the1r atta1r. 
Treasurr wante to • 

I don ' t think the 

I mean I personally don't think • • . . 
We are 1ndireotly oonneoted because the Coast 
Guard ia tra1n1ng • • • • 

I don't think it's a polit1oal matter, but tbat't 
tor Jim to decide. 0. K.t 

Well , it ian•t a t1nanoial or Treasury matter. 

Det1n1tely not . 

Matter ot policy or the President , broader than 
juat one Department. 

Dan, read Pearson and Allen today, what they aay 
about reorgani~ation. Some people oan talk to 
them all they want. And then remember r:q little 
memo that I got. You know the conversation tbat 
took place about r:q ID8lllo. 

o. K.. 

I mean somebody elee can talk to Pearson and 
Allen, tell them how they teel about the tranater 
ot Bureaus, but I muatn• t . It 1 a very ~toreating . 

All r i ght . 

The week- end newa baa had no ettect on the 
exohangea . They are all very quiet. Nothing 
at all to report on tho••· 

I think you noticed the oolumn 1n the Post th1a 
morning on :!.oana to South Aaer1oa. 
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B.ll. Jr. t 

Lochhead a 

B.II.Jr.: 

Lochhead: 

H.M.Jr.& 

White a 

B. II.Jr.a 

White : 

B.M.Jr.t 

Lochhead a 

B. li.Jr. t 

Loobbeadl 

- II -

1'r1a1 ~loon ot ,,.. ldn4! 

Well, llr. Loohhead--lncid.,ntall;y, ;you alread;y 
were tamoua, but ;your 1tor;r -de ;you lnt&1110u1. 
Bow it 's all over Wa•binston. 

Got them ver;r interested. 

Haven 't ;you heard the ator:r! It's the beat 
ator;y of the week. Mr. Lochhead walked 1n 
here the other morning--you haven't heard th1a, 
have ;you, Barr;yt-- • • • • . 

I don't think eo. 

•••• looked out1ide m;r window at the ·3-toot 
trench and the pa.rade going b;y and add, "You 
know what the men on the 1treet are aa;y1ng 
about the trenohee out there! That the;y are 
the Treasury's tirat linl ot detenae agalnat 
Nicaragua. • Ver;y tunn;y. We were all lined up t 
to receive t he Nicaraguans and I aaid aaaething 
about it--I don't know who would be standing 
next to me--I gue1a it wa• Woodr1ng--and ha 
Wh11pered it to the next f ellow and ;you could 
Juat hear it go down the Whole llne ot t wenty 
people--"You know about Nicaragua • •• • Tne;y 
gave ;you tull credit for your ator;y. So it ;you 
aee it in Harlan Miller's column ;you'll know 
Woodring gave it to him. 

Tb&t's why the;y put that la;ysr or horae ~ure 
on it. 

Tb&t 'a wb;r tbe;y put the three inches ot scrap 
r ook. 

In connection with South America I wanted to 
bring up again that Admiral Waeaohe asked me to 
ascertain how ;you telt about their cruise th1e 
eummer being down the West Coa1t. The;y went 
down the Bast Coaet last time. I did epeak to 
nug.- ofticiaU;y over there. Ot course, ha 
ie ver;y enthueia1tic. But I didn't want it to 
go an;y t'u-"'f;her until I tound out from ;you how 
;you felt about it. 

It '• all right. 

r. it all right to tall thea! 
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Well , JOU f ellow• ru it up. I tb1nk it • a 
tine. 

TheJ were going to the llediterranean. The 
State Department atopped that . 

:63 

Question now ot whether theJ go north ot 
Europe. TheJ went to South America last 1ear. 

But t he northern part or t he 
South America would be o. K. 
1an1 t itt 

eaat coast ot 
Eaat Coaat, 

Weat Coast. TheJ went to the Bast Coaat 
last 1ear. West Coast--Columbia, Ecuador, 
and all that • 

.Ul right. 

Harold! 

Nothing. 

I think 1t would be nice, Harold, if llr. l!anea 
and myself, now that JOU 1ve got t he 32 branch 
offices opened-- JOU could give ua a report , 
and then ma7be 1t we like it llr. Gast on llligbt 
give it out . 

lie prolllised • • • • 

There's a release readJ· Whether that's gone 
out • • • • 

That rel ease ia gone. 

That release waa on the opening of the last or 
the otticea. 

But I bad pr olllised already to llr. Gaston a 
statement 1n about t wo weeka that would give 
the results or t he operations 1n t boae divhiona 
that bave been operating l ongest . 

Yea. 

All right. 

'l'bia 1a an amusing ator,. We bad an i nvitation 
for two nigbta this week froiD lira. l!abel 
Willebrandt to have dinner with bar and 
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llr. llayer floom lletro-OoldWJU-Ir'ayer. So 
lira. Klotr. was asked to call them up and tell 
them we were Tery eorl"J , lira. llorgenthau and 
I were engaged. So what dld she say--couldn' t 
we come for lunch? 

Ub-huh. 

I aald, "!lo. • F1nallr • • • , 

Ther aald, "Do rou lmow who Louie Harer 1at 
He' a~ llr. uarer. • 

Ther weren't aat1at1ed, 10 lira. W1llebrandt 
calla up .lira . llorgenthau Saturday evening and 
eaya, "I juat want to lmow whether rou don't 
want to accept my hoapitalitr. • lira. llorgenthau 
said, "I'd love to accept your hospitality. We 
had a big diacuasion about it. But we are eo 
busy. And if llr. llayer wants to see my husband 
on bua1nesa, he would be TerJ glad to see h1m 
at his office. " 

"Oh, no, it ian•t buatnesa, it's just social. • 
Juat thought that he 'd like to meet him. " 

So Mrs. Morgonthau sara, "It he wants to get 
him any time at the Treaaurr, Mr. Morgenthau 
will be glad to aee him. • 

"Oh, nothing to do with taxes." 

So I'm missing a good dinner, also a headache. 

Well , IIebel 1a a right 1ntereat1ng person. 

Wabel 1a all rigbt--aver a1nce we sold her a 
JD.1l.lion gallons of prune juice 1n Fal"lll Credit. 

Grape concentrate , wasn 't itT 

Grape concentrate . The mov1a colony bought a 
million dollars worth of grape brandy es a 
hedge against inflation. I think it subsequently 
turned sour. 

Oh, that's terrible. 

There waa a surplus on the market. Farm Credit 
got 1t back. 
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That'• a1l rou've gott 

Yea, air. 

'l'bat atat-ent, revhed atat-nt, 1a all read7 
now. 

Well, eleven o'clock. 

And the capital 11 continuing to tlow 1n 1n 
verr large amounte. We have a • • • • • • 

Johnnr, eleven o'clock. 

• • • • complete aurver and analrah. 

You•ve got a date. 

Who with! 

Grar and Willard. 

I changed it. 

I auggest rou talk with rour eeoretarr. She 
might bring ,-ou up to date . 

I waa here at nine o'olook thie morning--rive 
minutes or nine. 

She wasn't, though. 

(Beartr laughter) 

I haven't teaeed ,-ou, Mr. Juetice, 1n a long 
time. Eleven o 1 clock toa~orrcnr. 

o. It. 

Can rou atill take itt 

Still take it. 

An,-thing elee, Barryt 

We're having a eurver and :.nalre1• or the whole 
gold and capital e1tuat10D done . It will be 
read,- ae eoon aa rou--be ready tomorrow to 
take up ae eoon aa rou want to. And or tbe 
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trade s ituation, too. 

I diem 1 t get very much out or your .,emoranc1um 
on Paraguay and Nicaragua. 

Ob, it was 
about it, 
to us. 

very brief, 17e don • t know anything 
Nothing very complete is available 

I agree with you, 

No statistics, We get nothing from the State 
Department. There was more in it, in self 
defense--there was much more in it than there 
was in the State Department memorandum. 

Now, to come back, I thought that over the week­
end you were to do busineaa w1 th the Nicaraguans. 
What happened T 

I unders tand that you appointed J.:r, Jones as 
your proxy. 

And !.lr, Jones went down to Kentueky. Nothing 
happened? 

As far as I know, haven't heard a word, 

If you stay behind a minute , I ' ll tell you what 
I said to t!r . Sumner Welles about that. I got 
it all off my cheat . 

Another thing. We were supposed to send a man 
down to Paraguay two months ago. The State 
Depa.rtment changed their mind. Had we sent 
somebody down there we'd have known something 
1n time for this negotiation. 

Paraguay! 

Paraguay, yes. But they publi sh very little 
statistics and there i a nothing that comes up 
her<~. 

• 

George? I see the automobile business 1a •poor. • 

The production dropped more sharply than sales. 

You wanted those figures there. You want that 
every day? 

No, I think twi ce a week. 
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Bere•a the price e1t\l&t1on. 

R18bt . 

(On phone) . General Craf.a, pleaae. 

And this employment bualneae , when you bave a 
tree aoment. 

Yea . (To Mrs. Klotz) I want to eee Baae 
sometime . 

367 

In confidence I think you'll all be very 
pleased to know that I believe today Kr. Foley' s 
name i e going up ae General Counsel , and he 1a 
getting lt because he earned it. I 'm very 
pleased to recommend it. 

Thank you, air. 

From now on it 1e "Kr. General Counsel. • 

I ' ll make mine ecoteb. 

I' 11 make 111ine ecoteb. The drinks are on Ed. 

We have another letter rrom Congressman Thomas 
i n regard to the Sokol case . Harold Graves 
and Steve Gibbons and Mac and I talked it over 
on Seturday and we thought that we 'd write 
another l etter ea}ring that we would not produce 
the Canadian •• • , 

(On phone) Hello. (Convereation with 
Major Lee, or General Craig ' s office , follows: ) 
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.. y 8, 1939 
9150 • •• • 

:sa 

Operator: General Ora1g 111 not 1n h11 ott1oe. 'l'hey e:r;peot h1a 
ahortly. MaJor Leahy ia there, 

HMJr: 

0 : 

HMJr: 

Leahy: 

f!MJ'r: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HMJr: 

L: 

HI'.Jr: 

Well, I'll talk to MaJor Leahy, 

All right. Go ahead. 

Hello, 

Good morning, Mr. Secretary. 

Good morning. Will :you tall the General tor me that I 
vant to thank h1lll Yerr IIIUOh tor hartng sent onr t hose 
meaorandulllat 

Yea, air. 

' And that until - tor the t1me being I think I oan get 
along without t hem, 

Yes, air, 

And that it I wanted them again I am going to call on 
h111lo 

Pine, Mr. Secretary. 

But I d1dn 1 t vant to vrite a formal letter because I 
didn't think he'd vant it on the records. 

Yea. Well, vhsn ve can be ot aea1atance TOU Just let 
ua lmov. 

'l'hank rou Yerr much. 

Good bre, Mr. Secretarr. 

Good bye. 
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Be ia also asking for Harold's appearance 
tanol'l'Ow morn1118• I think it would be a good 
idea tor Harold to go down with Sam Klaus , 
Sam having worked on it and knowing more about 
it than an~one el ee in the Legal Division. 
And Sam and Harold have been workill8 with the 
t1lee and !mow about what to ea;y and what not 
to aa;y . And I think that that's the beat wa;y 
to proceed, if 1t'a all right with you. 

How, is this on tba Canadian liquor or ia this 
on this intormer•a feeT 

It starts with tpe informer' a claim, and Thomas 
from our f ile bas gotten certain information 
aa to the settlement insofar aa the Canadian 
distilleries are concerned, and now he wants 
to go into that tile; and it 1s that that we 
are resisting on the grounds that the tile 
contains confidential communications between 
our Government and the C&nadian Government 
and it isn't related to the matter that he baa 
before ~ as a subcommittee to determine his so­
called cla1m. 1 

or course, I think it ia moat unfortunate-­
it's water over the dam, but--that those !ilea 
were ever permitted to go up in the shape 
they did. Everything should have been gene 
over letter by letter, and I think it was moat 
unfortunate that the;y were permitted to go up 
there with all that stuff in there. And I 
think that 1f we bad taken the atti tude right 
from the beginning that tbia fellow Sokol 
when be got--what wae it, a hundred thousand 
dollars? 

llore than tba t. 

A hundred and three t housand. 

That be got all be wae entitled to. And we 
should have Jua t aired the Whole thing. Now 
it kind of puts ua on the defensive. I think 
it's moat unfortunate. 

Let me aak ;you this , to clear up mJ memory. 
In the final settlement ot those Canadian 
liquor caaea, did we over get a written 
recommendation, a written request fran the 
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State Depal"t.ent aaldng ua to aettle ror 
three ~lion dollarat 

370 

Yea. '1'he orrer waa tranndtted, llr. 
through the Canadian Legation to the 
Department. 

llorgenthau, 
State 

Pbillipa wrote rou a letter- -Pb1111pa aa 
Acting secretarr. 

Then it came to ua . 

Then ther aaked ua. 

I wouldn't want to ear that ther made 1n their 
tranamittal anr recommendation that we accept 
it . 

How, when I waa away, llr• Tarlor conducted 
thoae negotiations, buht 

I don't remember that. 

Yea, I think ao. See it he didn't reco~~~~~oend-­
I mean who-- I mean I want to know who r1na117 
put it through, juat eo we know whether we 
want to ask Mr. Taylor to come down and to help 
out. It waa done 1n hie room. 

It was approved b7 the State Department--b)" the 
Department ot JUstice betore it waa accepted. 

Oh, it was approved b7 the Attorner General . 
lfo question or that. 

And the Department ot State, because that aame 
letter that went • • • • 

I think rou'll t1nc1-- becau .. I waa awar--I 
th1nk rou'll rind that llr. Tarlor lllU8t ha...a 
re cc.aended 1 t, and we • • • • 

I don't think ao. I think that llr. Tarlor 
was practicallr out ot the picture at the tiJDe, 
11r. Seoretarr. 117 present recollection ia 
that rou aent ror me rouraelt and you told me 
that that aettlement had been agreed upon: 
three million dollar a. Now, where you ha4 
that suggestion I don't now remember. 
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Well , I 'm not ••• • 

I'd t hink we ' d have the record 1n t he files-­
t he record 1n the diary. 

~lould you check iU 

Be started it. 

Put somebody on it, anray. 
better--do you (Graves need 
do you want any ot my stuff? 

Well , you'd 
stutf to go up--

I might exam1ne what you may have. I think 
I was planning--if you wanted me to go there 
a t all, I was planning to keep that all out 
or it. 

And juat keep on the Sokol thing. 

Keep it on t he Sokol. If it comea to the 
C&nadian distillery matter, I waa going to 
say that the Treasury Department bad a 
c.onreree , which ia a fact , 1n the s ettlelll8nt 
of those cases and the Department of Justice 
had conrereea, and we made a settlement , 
recommending it t o our superiorD. I t was 
approved. It didn't happen exactly that way, 
but I think that's the way the record looks . 

Bow did it happen? 

As I say, the way it happened--Lfter we bad 
been negotiating for a month down there , we 
bad this offer transmitted tr0111 the Canadian 
Legation to the State Department to ua , otfe.r­
ing t hree million 1n the asgregate--~1ng it 
out, so much t o one company, ao mucb t o another, 
etc. And you called me 1n and told me that that 
waa t he settlement. 

Well now •. • 

And I think maybe you had bad some informati on 
from Mr. Phillips • • • • 

• 

Well , look it up, will you , please. Let ' s 
juat get the thing. Could you keep it on 
thia basis when you go up t omorrow. Be 1>re1>11U'toa __ / 
to talk about Sokol, and say that if they want 
to go into the canadian liquor thing, you'd 
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have to get tnatruotiona troa .. , or that 
there are other dep&rt.enta ooooerued, aeet 
Let'• keep it that wa~, aeet 

:U ~au. (Ranee) want to mow about it, get 
Harold to explatn it to ~u. It'a a long, 
o~lioated ato~. The giat or it ia that 
thia fellow Sokol ia t~ to get a bill 
through to get another 50 thoua&Dd dollar• 
out or ua. We don't think he'a entitled 

: 72 

to it. Lortng Blaok ia hie attorn•~· Be 1 a 
got aome other fellows up there tntereated, 
t~ to put it through. 

Now, the whole file haa got 1D the handa or 
th1a fellow Thcmaa !ratA New JeraeJ. Re 1 a 
the fellow that made it ao unpleasant for 
Miaa Perkine. I don't lllind, our record ia 
all right, but I'm afraid that we are brtnging 
1D the State Department. Waa that the tt.. 
that their Trade Treat~ wae pendtngt 

That's right. 

And didn't they aay that the Trade Treaty-­
this waa part or the thing that the~ wanted 
ua to do? 

That ' s right. 

I thought ao. You look it up. 

That ' s right. I remember. 

I'm not atraid or ~ own reoord, but aa I 
remember there waa ooJU1derable preaaure on ua. 

That' a right. 

Whatt 

From the ve~ begtnning there waa a build-up 
there. 

Well , I think 1t 1a perfectly proper for you to 
go up and talk about Sokol to the 11m1t, but 
when it oomea to talking about the aettl-t 
of the Canadian oaaea, in which the State 
Department 1a all llliXad liP• we' d better- -before 
you do that, we'd have to talk to the State 
Department and Juat1oe. 
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But i f you will • • 

But in t he meantime you look up . • • • 

I have t his suggestion I ' d like to make 
about that. I think this man Thomas--is that 
hie name?-- . . . . 

J . Parnell Thomas . 

• •• • is quite unfriendly and hostile 
nbout t h i s thing, and I bel i eve t he %are 
mystery we make about i t t he worse off we 're 
going to be. I have the idea that if we 
could tel l this man Thomas actually what 
happened about that settlement, keeping out 
the State Department , it 'might JlUt an end to 
it . I think that if we undertake to withhold 
i nformation, even with t hat qualificati on, 
that it cay arouse his curiosity further. 

v:ell , e:rs . Klot~, get my diar y , see why I 
said yes , and what happened , you see? And 
then I can see you again this afternoon. 

Yle have n memorandum as to why you said yes . 
The four r easons were . . . • 

Of course, those, Ed, were nfter the settlement 
Ylas all consummllted . That was in a letter we 
wer e sending to Senator Bni ley months after the 
settlement had been ngreed to . 

I t hought those were t he r easons , though, that 
brought about the set tlement. 

That's right , they wore. 

Did I write to Bailey about it? 

Yes , afterwards you gave him a memorandum. 

\':ell, why isn ' t that neoornndum still good? 

It 's s till good, but it brings 1n information 
we would not want to give this man now about 
the State Department . 

\'/ell, Earold , I am mOI'O than willing to let 
you handle it in your own way. Take a look 
a t what I ' ve got , •eo? I give you carte bl anche 
t o ho.ndle it i n your own way. 
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Well, it I .. ,. ••1 tbh turther, we ba•e 
alread;r talked to Su Wbittalcer. You ~llber 
Su Wbittalcer waa the Speoia1 Aaaiatant to 
t he .Attome;r General 'IIIlo worked on t be .. 
caaee, who ia now Aaaiatant Attome;r General, 

I aee . 

Wbittaker and llcMabon were t he Juatice 
Department contereea, 1n that caae, and 
tbe:y are perteotl:y willing to go down with 
ue new. 

Whittaker 1e a good man. 

Excellent. 

wn,. not take him up with ;rout 

Be wae the prosecutor out 1n Seattle, waan't 
beT 

No, be was the Special Aaaiatant that went 
out to seattle. 

'l'be:y put him 1n at our request . 

I t hought we could put 1t up to this man as 
an ord1nar:y routine settlement effected b:y 
the Treasury and Juatice Departments. 

I think 1t would be a good idea, Mr. Secretar:y, 
to talk to Whittaker and tell him what we are 
doing. I see no reaaon to take him up, since 
hie presence hasn't bean requeated. 

I 111 aa:y thie. I 1m willing to leave thia in 
Graves ' hands and Fole:y1 a banda. It :you've 
got an:r doubt, come 1n and aee me before :you 
go up. Are ;rou willing to take that 
responaib111t:yT 

Fine. 

And then look at what's 1n rq record. I know 
the p1~aaure on 1t was terrific trom the State 
Depat·l.ment, to do i t . 

I know it. 

• 
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Yea . But I thinlc we ouabt to keep that all out 
ot th1a teatiaony betore thb c-tttee. 

I th1nlr: Hornbeck waa the man tl'olll State 
Dep&rtlllllnt . 

Wo, the fellow 1n charge--assistant tallow 1n 
charge that looks attar C&nada. Wbat'a h1a 
namaT 

Hickerson. But Bill Phillips was really the 
important figure in the State Depar~~nt in 
connection with that. 

Bickaraon was our man in that. Be was on our 
aide right trom the very beg1nn1ng. 

Well, it 1 a a long ttme ago . 

Phillips and Moore took the lead in the State 
Department. ~ 

Well, it you want to aea me th1a afternoon 
attar you have seen my atutr, let me know. 

Yea, air. 

Right hera. 

I have a memorandum hare tor you on that request 
ot llorria Brnat. I thouabt you might want to 
have it when he comes in. 

Be is going to call tor an appointment. 

.lll right. 

.lnd you asked about Monseigneur Ryan. Be 1a 
about to leave C&thollo University--seventy 
years old, retiring thia year. This is a 
memorial dinner. t think all the cabinet has 
been asked, so the names might be used on the 
Committee. 

You think I ought to goT 

I think rou ought to, be oauae he' a been a very 
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good .friend ot the .lda1nbtrat1on. 

All right. 

Now, 1an•t J . Will Taylor Chairman ot the 
Appropr1at1ona Committee! 

Yea . 

Well , Who knowa him well? 

I don • t think anybody. 

You mean 1n the House? I know him very well. 

Do you? 

Yea . 

Well , take a look at th1a, and I wonder 1t--
1t aaya "Representative trom Tennessee. " Be's 
not tram Tennessee . 

No, be come a trom Colorado. 

Walt a minute, there ia a Taylor from Tennessee. 

Tbla isn't the Chairman of the Committee. 

Be's a Republican representative from the 
mountains of Tennessee , some place--been there 
for many years. 

Never beard ot him. 

He's been there tor many years . McKellar 
chargee me with knowing him, but I never saw 
him. 

Reece 1s tram Tennessee, a Republican member 
from Tennessee, and ia on the National Bconomic 
Committee . Now, O'Connell, Who 1e our repre­
sentative, knowe Reece very wall. Maybe we 
could do 1t that -Y· 
I know Reece very well . 

Well, this 1a the thing, rou aee , that Taylor 
aa1d--he aa1d my father a a member ot the 
firm ot Kubn, Loeb, and Company. 

• 
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Gaston: 

H. M. Jr.: 

Oaoton: 

H. M.Jr.: 

Hanes : 

ll . li . Jr.: 

Hanes: 

H. X.Jr.: 

Foley: 

Lochhead : 

H. Ll.Jr.: 

Gibbons: 

Gaston: 

Foley: 

H. eJ .Jr. : 

- 19 -

Said he's a maJority partner. 

Then Fath~r Coughlin picked it up, makes a 
whole story about it. I want Congressman 
Taylor to retract it. 

Looks like one or those things that Father 
Coughl i n planted with this man to say. 

: n 

Now, who could t11lk to Tnylor? Who knows how 
to reach him? 

I can get it done all right . I can get Lindsay. 
Lindsay will handle it for me. 

He will? 

Sure he will. 

Fine. Here is the t hing. Here is the whole 
business. Then after we get it printed- -then 
I think maybe we mi ght consider writing 
Father Coughlin a little letter, you see? 

All right. 

l'lhy shouldn ' t Kuhn , Loeb, and Compnny deny it? 
They have t heir stock recorda . That ' s official. 
The f i rm itself oan give an official denial. 

Here is the sugeested letter. But I think we'd 
better have--well , no , t he thing is devoted 
to me and my father and I 1d like to take care 
or it myself . 

In Social Justice ~acaz1ne? 

Yes, yes. 

I had t his legislation to authorize wire- tapping 
under cert ain conditions. I wanted to know 
w~ether you wanted to recommend it. 

Oh, get me--I want to sit down and talk. I 
catl't-- I want to go into the whole philosophy, 
and I ' d like to talk to • • • • Supposing you 
see if you can t alk to fellows like FrankfUrter 
and Bill Douglas and ask t hem how do t hey feel 
about a t hing like this . Do you know Justice 
Stone? 
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Polqr 

B.K • .Jr.r 

Polqr 

B,K,.Jl'.r 

Pole71 

Durtielda 

Oaetozu 

B.M.Jr.r 

KoRe:JUoldea 

Oaetona 

B.M.Jr.a 

Bane a a 

B.lii.Jr.r 

IUotaa 

- 10-

lo, I 4-•t blow bla. 

Well, I do, I 1d lUte to pt thelr N&otl­
- a th1Dc like th1e. Blat 7011 talk to tholle 
two. 

I 1ll talk to Felix Uld Bill. 

Yea. 

All r18ht. 

Both1zla. 

378 

The bor• are annoua toJo to DarllSht s ... 1.na• 
eobedule 011 the KOIIda7 ternoon ooa.terenoee 
•• we did lut rear. Three o'oloolt Snatead 
or rour. 

Let - r1Dd out--I aeke4 ror an appoin~t. 

(On phone) Han we heard ~ the 'lhite Bouae 
about 1117--H I have anr appointment toda7T 
Aek Kannee. 

Bo rlag an the White House a While ago. 

Chiok Sohwara -• looking out '111.7 window Uld 
eaid he eaw the Preeident o~ng 1n from hie 
week-end. 

John! 

Ifoth1ng. 

Well now, Ranee and Oaet011 aDd Durfield aDd 
'lhite be here at elenn o'olook. nu 1 a•t 
word to Bl~t 

(Bode 7ee). 
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Operator: Go ahead. 

Hl.fJr: Hello. 
Al.J.an 
Sproul: Hello, Mr. Beoret ary, 

May a , 1939 
10:22 a , ,., 

HMJr: How•e my bullish friend in New York. 

5: (Laughter) I still feel the same way but the market is 
going all right. 

HMJr: Yee. Well , we spent so many bi llions one way and we 
llight g1 ve them another eight this way. 

S: Well, I t hink you ' re right on that. 

HI~Jr: But that is the way I reel. 

S: 

lfl~Jr: 

8 : 

HMJr: 

S: 

HHJr: 

S: 

Hl~Jr: 

8: 

HHJr: 

s: 

HMJr: 

Yeah. 

But I -- I can't afford to t ake a risk tor one- eighth, 

Well, unless it develops that they 
atter all. 

Well, I Just can't attord it. 

Yeah. 

I ' d auoh rather be oritioized tor being too generone 
than to have an issue go tlat. 

Vell, I think you're right on t hat . 

On a one-eighth basis? 

Yea. 

But it ought to go and it everything ' s all right, why 
we ' ll tell them tonight that we ' ll close. 

Well, there ' s-- I don't think there ' s any question 
about tha t . 

Right I 

• 
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8: 

!!MJr: 

8: 

HMJr: 

8: 

ID!Jr: 

8: 

380 
- 2-

!he7'll need -- 'h• sarke' teele 1''• go''en a generoue 
otter here. 

Well, 'hat'• all righ,, and When th1e 1e oYer ve'l~ take 
a look d ,-our -- ,-our other n1ne hundred mJ.ll1on. 

R.1ghto I 

Thank• tor the help. 

All right. 

Good bye. 

Good b,-e . 
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HKJr: Hello . 

llay - · 1939 1215' a.m. 

381 

Operator: Blough. Go ahead. 

HMJr: 
Leror 
Blough: 

BUJr: 

B: 

ID!Jr: 

B: 

HMJr: 

B: 

Hl~r: 

B: 

Hl~Jr: 

B: 

BMJr: 

B: 

ID'.Jr: 

Hello. 

Hello. 

Blough •• •• • 

Yea. 

I'Ye thought this war-- I don't want to take to the 
White House the 1 pros 1 and •oone' at all. 

All right . 

But just send me over the one eo I won't be tumbling. 

Yea. 

And leave out the ' pros ' and 1 oone1 • 

o. It . 

See? 

All right. 

see' 

You bet. 

All right. 

• 
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TREASURY DEPARTMENT 

W~INGTOH :sz 

OSW!IIIPQ J.! l!ao r. •·· w t. 12a. 

4'1 !BI !'!I! OJ !BI !!!!!!'!! rg !BI megr 

!'boN pl'eMAi b.oideo \be ...,,.......,. wre lJDdet leoretaz7 

._,, ~- lloaatt, lpeo1al llopreooa\au ... ot l'l'oaalllliaiotol' 

lJelef t ... • .... .,. • hll. 

U ~ that Ill'. IIDnaot - to \hio -\1'7 at \be 

-·• ot \be hoDCll. ~.,. 'lith a -1el lettol' to \be hooiMat 

ot \be 17llito4 1\atoo to tl.ocuo \be pooo1'b111Uoo ot a oo~t ' 

ot \be 1&A.ll~oo ot \be Clonl'mllat of r:r- to \be tloiMI 

1\atoo, .A.t l'aach -.r tho hooideat 114Yioe4 \be leore~ of \be 

!rM.orar7 ot Ill', llonaot•o YioU 11114 tl.oOWJoetl 1a a paotal _. wUh 

hill - ooatoroaco that ha 11114 11114 '11th Ill' • ._,, 11114 &OW -

leol'l\al'7 of - froaoar7 to - h1a 1a ord.ol' to 4etoftialo _ _,. 

than 1o _. \alto tu -uau,. a oon~a\ of OOJeh taA.ll-oo 

at \hio ti.M. !bot Pl'lo14a.\ C~Pla1M4 to - ...,.......,. \hat -ro 

11114 'Mea- _..uoa no- \ha Jroull oide tbat U.,., oa _, 

1a oaoh 10 ol' l.a ,.,. Ollll of - 1101.1 l'eMJ'ft of - llallk of rz.-, 

1111l.ch _.., wou14 _, to botwa taoo,ooo,ooo 11114 t&oo,ooo,ooo, 

11114 \hal - Jrench \111'11 OTII' to - 'Uil1to4 1\atol al ... .uiUOMl 

,.,_, • -•• of Uo i&A.bto .. ooo oonata 1alllll4o 1111..,., te 

tho ,......, ..... ._,.., !bot hooldea\ oaid. \hat ba 11114 .artoo& llr, 
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• ...,.......,. ..... ju\ ... , \lie )110 ...... W1l14 ~ lUit 1t 

• ooUW \lie .. ..,._ oa \lie '-de _,..w l!r \lie h-oataaat. •­

toll. tbat \be pr1ao1pal _, ot \be o'bUcaUou bel& lir tile ~ 

tor aooout ot - •-• ..a. prior to the .&n.hUoo .,. -'-' 

tl-,1170,000,000 ao4 tbo :pr1ao1pal __ , ot \be o'bltcaUou bel& tor 

•-• ..a. attar u. .&nllaUoe ~w tl,Oft,t77,eoo. Ia 

a441Uoa, \lie !l'unr7 ~ o'llltcaUou 1a a )ll'l.lloo1pal _, ot 

t&o7,34.1,146.01. 'llbl.oll ...,..__w \lie porc11aee prtoe ot avplu _. 

... tarSale aoll. to \be Jftaoh .... .._., oa cnU\ 1a lnt .., 1930, 

'l!bl.a, tberatoro, u4e a taW :poo.....,..aUoe 1a4a'b\o4Daoa ot opproxi­

... ._l.T tl-,434,000,000. Ap.1ut \hla :poa.....,..ouoo 1a4a'btec!M .. 

\bero bad 'llaon ropa14 on acco1mt ot pr1D01pal of - llllnDooa \be 

..,. ot tM,303,1101,29, eo tbot \be total :pr1ao1pal 1114o'btllll.aooa, 

omlulw of aooJ"llllll. ao4 'apa14 111\oroot, a t t be u .. of \be 4e'b\ 

oot\1.,..., -w to $3,:M0,516,0'1.'73, of 11hl.O'b tl-,1170,000,000 

ro:pro-w \be :pro ....touco u'b\ ao4 tl,3?0,51S,~.'73 ro:pro-w 

:poo.....,..oUoe 1114o'bW..o.. !hlo 'lbolo 1114o'b\a4aaoo, \op\ber wUll 

a1 1...,.. 0114 upa14 ta\aroot vp to :- 150 19215, -.. ooaaoU4aW ao4 

ro1U4el lllldar tile .. ..,. ot \lie u 'bt ..,.._., ooaol'lllel ~ 29, 

lt:IS 'botw• \lie 1Ja1 W 1\at .. ao4 \be • .,......,., ot Jruoo, !oW 

'bolld.t houd. to \lie Oo-t ot tile trnlW 1\awo 11114u \lie\ .. ..,, 

..,.._, ~~U~NC&W .. ,0215,000,000. v.Aor \be\ ..,..._, \lie 11oft..,... 

_, ot J'r- 11u pa14 to \be VaHa4 ltatoo oa _, ot prtaolpal 

of \be 1a4a'bW.. .. tl.Sl,lii!O,OOO .ao1 • _, ot llltoroat oa \lie 

• 
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aU1Nle WD1114 the "-ri- J"I)Uo p1a. 'fiPOil a ""Ceel\loa of 1 4a'b\ 

11tt~\ a\ tlll.a UM o-iJ1c booo \he ho110h an.._,.,, • ...u 

that 1\ ...... to lll.a that tlle7 Jl14ht ,...,. wll o\1\o tho\ UIT 

11t\l-t offend. at tlll.a U.. ""ull. 'ba tor the pvpo11 of ou'bliJic 

\he hoDOh to 'borrow 110ro IIOM7 booo \he .._ri_ people 1a ortar to 

-ce ao\botr wr, • ~that tbaro ...,.,. ....a.,u~ 'baa.,.._, 

4aal of or1Uo1• I.Jl tbl 0oiiCI"'•• of \he U..Ho4 1\a\ao of _, little­

_,., propo114 at thlo ,,.., We all acroot that 111 001114 oort&1alT 

IIXJ*I\ tha\, !biD be ...U that 'bailie t:raa, IUJ>IIO•lDc \hero 11 a 

11t\l-\ ADA tbl o'bJooUw of thlo 11t\l-\ 11 to 'borrow fla\ller 

IIOU7 froa till. a OOIJD \q 0 .... u11. \he JMrio.a J)IOplo '-7 hoMil 

110'<11'1\iu, • aa14 bl YU of \he op1.al.oa tha\ tbl7 ~ 110\ 'bol7 

\Ilea 1a .., UlOl.ial\14 oaouat. ,. all acroot \hat that .. aloo our 

Tlow, l\ 11.-4 to lll.a \hen, bl 1&14, that tbo hlaobo lftD tllouP 

\lle7 001114 aa1at a 11t\l-t f&..,ra'bll to \Ilea booo a atric\17 

.,.,. \ar7 a\aadpoi.Jlt, tbl7 ~ 110 t at..U \heir o'b,Jootl,.. \a 'borrow 

fl&riller t.Uo 

!be 1Mft\ar7 nph1Jitl4 to 111a that wt 71..r \he ao ... .._,., 

of JlucalT ••l'taH\14 'lltlat be ooDo14arl4 a T1l'7 fair otter \a 11tU.. 

\hat oo111ltl'7'• 1a4a'bti4Jlea• to \he 0.1\14 1\a\ao, 11111= 11t\l_,, 

ftl n'balt\14 to tbo 00ZICI"'II of tbl t!Jll.\14 1\&\alo • 1&14 bl ta1loocl 

to 11wra1 loutora aD4 COIICI"'•-" wUb a new to -ttlllc coiiCI"'IIioJlal 

aoUoa oa that n'bJaot at tbl lalt 111110., 'bolt _. to14 '117 -ral of 

\hell pa\1- that \hero _. "" 4ao1ro o• \heir part to ottoct a 

0 
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.. '"-' of tM ia\ona\1-.1 4o\\o ._ tM ValW 1\a\oa \u .. 

eo loiiC u UlotT an ooa\a\ultae: IIIlA .,.U tM =-• of b 1JUW 

1\a\oa '-lae: ~ 1a\o -tMr Jluope• - an .._... Oil Got 

o\low -.&. 1t tM 4o\\o an M\U... ..._ tM 4Mb an olau'o w 

na a ~ cr-\411' oh&Ma of 'belae: a..... 1a\o tM _, -· 

!II. IHn\orT eqolallM4 \o llr. Jloaae\ \lla\ lie U4 Ju\ liM.r& 

&bon\ We na .. \1oa a\ l'IDICh u4 lie U4 aoo\ 11M • opportlmitT \o 

\alk \o Xr • ...,.. u4 Xr. Jell allo'A\ \bit •twr ...t \loa\ bit boll M\ 

- \o NIT utial \o ooaoluloaa allo'A\ 1\, • Mil \loa\ w wUA 

·~ tlw •t\or u4 \loa\ 1a \he oov.ree of \bit ud tow ...,. lie 

llope4 lie ~ oall llr, lloaae\ a\ hh .. .., Yol'lt e44reee u4 haft 

ldA - cl.owa tor ---r u ...... eloa of .. -\\oro 

.t.f\or Xro llouet left w 41-Mol \bit •\\or tor a tn 

-'- u4 nlle w 4o ao\ bellow \btre 1e NIT cheDoe of NIT ... '" 

M\u-a\e 'belae: aooepW a\ We u .. '117 Co~u. w 414 ooul .... 

\ha\ w a11o1>11. ao\ tva 4o• al>rvp\17 ~ naee\1.., ot ~ 

lelaDAa u a pan ~\ oa \bit hallOb war 4o\\o 'be- 1f W tab 

..- ...ur NIT ha1lOb MtU••-' nlolllll.Ch\ 'be ooaolwlad. w w.l.A 

••\an1111L a ,......._, ...t .. ~' ..,. ul• \o co' - TII1T coo& 

ialu4a
0 

nA u Ia~ u4 - ielallla 1a \bit ...,itloo ~ 

NIT .lrUlalt. ""~a\ \ha\ w Jl1&b\ 'be able \o ..aco\1a\oo 
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TREASURY DEPARTMENT 

INTER OF'I"'CE COMio4UNICATION 

DATK llq 8, 1tfi 

Yttk mdty Mp §, l!JI 

fte &o•en.•t e-rH7 -.rb\ na etroac u4 •urswq ... the 

\ bro"&))oo.\ \be put wHit. !ben wu cou14erall1e ~ t.D4 ~ 

4....,4 'b7 b&Ab 1a • .., York t.D4 ouh14e. 111 coGt ... \ \c o\ller -h, 

t.he 110n,_h coaUIN<ed. \c ..,.,e 1G\c ...., h1cb CJ'OUII4, \be preanre of 

eliCeaa tw.4a belac \be pr1Gc1~ a\lnlu\ for t.hb _.,.,. ~ 

boG4a were up 1 \c 17/'Jatld.a c.,.orslq wUh 1nuaa callable 1a 8 7eartl or 

more up u anrac• of 1/a poiat . -....., DOha ahon4 al..D4 t .. uaclea, 

-a.. ahcrter bro.ea wre 1 \c 6/'JZD.4e 4oWII wl>ile t.ha l oacer 1a ...... were 

388 

W~GhaJlce4 \c S/3a.4a better. !M 4ecl111e 111 \he aborter h ..... a, eepeolalq 

the '-P'-ber 1nph1 , wu \be rero.lt of eW1\chlac f,_ \lleae h ..... • late 

1oac '•- boa4a. haraatn4 1nuea wre --.a \c 10/'tlat~U bet ter 1a 

..,...tq Wlt.h t.he "'"-"'&lac 1a \be 41rec\ obUptio .... 

IQLC l!fgP"1 M 

-a.. offerlac \hie •mac (lloa41!r) of 1 t.D4 ~eer ac tea 1a repl.., .. 

••t of the •tunac hae ...,, .. of t.he B. 0. L. 0. waa well reoe1•e4. !he 
• 

1 rlcbto•, wl>ioh "re qo.ote4 100.8 011 k\urd.q, cloae4 t od.a7 a\ 100.18. 

!he 8/ 1!1/> 1-,ear a o\ee oloee4 at 100, '1, all4 \be 15/1!1/> ~eer aotea c1oae4 

at 100.11. Moat of \be ~· 011 t.hia 1a ..... Will - late !ua41!r or 

• 
... 
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h'•n• brVtH•• 

JIMlen' perUau .. wn r11u ... U..\ $10 a1W• tartac \u ...._ 

l'r11101pa1 obapa "" a I'MuUoa of $10 a1111oa 1a bauuT Mll4 llol .. 

1~~p a4 $& a1ll1oa 111 freuu7 11U1 llol41ap. fllh .. , • .,.., o-te.­

eo\&4 117 a 111oreue of alocnt.\ t6 a1ll1oa 111 B. o. L. c. hnee, pro~ 

•r1ph•. 

(111 a1111 ... ) ....... laall: ....... 
M!rll. Mar ' "'9bnu 

!re&IJU7 bollcla .... 111,1 -'·' 
'~ A0\&1 ( 1 J&&r) 16. a ao.a + 4,0 

!r&aaJ7 IIOWI ( 1-6 Jn,) 33.0 28.2 - 1.1 

!reaiJU7'bUll 8,0 3.3 -... 
B. 0. L. C. boa4a 33.0 2!1.0 + 6,0 

'· ' · •. c. 1ooa4a 
a, a O.t - l .l 

106.a 111,1 - 10.1 

:bll11141111 freuu7 'bill opereUou, 4aalara• Tol- aT&npcl aliOIL\ 

*130 a1ll1on c1a117, of whl.ch a 11\Ua 110ra tlla $100 a1111oa we 111 

In ltcVlR Ienu 

!Mra wen 110 l.arl& ctfarlllp \11.11 walt. linea \o\elacl $5,100,000, 

ot whl.oh olllT a'bw.\ $1 a1111oa ftl tor uw cap1 tel. !bera ware, howaftr, 

..W.c1pallooa4 _.... \o\ellac .... aoo,ooo. 

Co[MAH 'Sf Mtrkl' 

!lui corpora\& ..a-Ira\ .. t1a 1&4 fa1rlT aoun. Oala• ware reaartM 

111 all pnp1 of \M hl.p a4 ..U• lftlcla oorporate Mllcla. '-114 tor 

hip creM h-• .. tu \a p~CIM loa\ tMre .. a 11JJ1W -.,17 aaol 

pr1- •T&Ol 11p a penp af alon\ 1/1\hl of a pola\ . 11&41• cra4a 11oll4a 
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114'1'DOM aloft.\ 1 poia\, Price lewlo 1a oorpora\a h• .. are o\Ul -

oic!Ardl.7 llelow \l>e hn1 prior \o \l>e rMCUoao 1a 11ara1o ad April 1111\ 

t ... 1 \o 2 po1ah .,. uarap ak'l'a \l>e April low. 

ZEt!fUl7 Ipuetppt ApcoppSt 

!bare were 110 c-ta•b t or po.robuao or oaloo in ~·Jew York 

IUl'a\ tor 'l'r .. ni'J iD'I'ao-t 8<>00Wlt, Bowe'l'er, \!>era -. an iano-t 

ot $6 a11Uoa ia; opeciel 2f. 110\ao tor Poo\111 S.'l'i..,. ad $800,000 ill 

. opeciel 2f. note• t or ..,.,....,., ot ao ....... , Lite l..........ca Jlmd. ao ........ , 

Lite now bo1u $17,100,000 ot u..oa opecilll 2 '• u4 Poo\111 sa~ bolu 

$107 aillloa, 

ft4.!nl l!etm ID\M Apcopp$ 

'l'rano8<>Uono in \ha SJo\c 8GCOW>t were l1111HN. to rapl..,_t of a 

$39,830,000 'l're&IU%7 bill -turi\7 ritA 'I'Oricn>.o o~ar 'l're&n~"J billa, 

ine1u4111& about $36 aillion ot t.ba new h.,.., I a. a441 Uon to t.bio raphe .. 

.... , tura were llh1n o 1a ou..r fra&IU%7 11111 h.,..• \otlllill& $t,m,ooo. 

• 
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lmtOIAliDIJII JOI 1111. ICcUnCXLI)I, 
Alllni81'11.l!'IVI .lSSIST.&ll'l' !00 !Ill SJCDl'AIJI 

In ret lllcholao lloe>:1ch, 
Doclcot llo, 830615. 

-o l 
~v 

The caoe lnwl'oeo def1c1encloo in 1ncoae tax, 23/. dol!.nqu.n07 
poaaltloo and ~ trand poaalt1oo tor tho 70&>:'0 1926, 1927 and 
1934. !he dof1o1onoho in taxoo and poaalUoo aooortod 111 tho 
dot1c1onOT notice detod Doc•bor 2, 193& wue beood llpon a COD­
t1dentlel repo>:t dated October 31, 193& b7 Internal l!enDWI .t&ent 
'1. L. 'l'll.clc ot tho Office of the .t&ent ln Ohare- ot the Oppar llew 
York D1Tlo1on. 

The petltloner, Jflcholao lloerlch, a o1 then ot boola and 
a holder ot a J'rench peooport, caao to thlo C0'4Jl\r7 1n 19::0. Ro 
hao deoorlbed hio oeaq>atlon ao that of artlot , ociontlot all4 
writer. It IIPPe&r• that he wao eloo a pro-ctor ot a certain 
rolicioue calt. 

Soaotlloe after hio arrhal 1D tho tlnited Statoo he becau 
acquatnted with certain woalth7 1nd1rlclnalo who were oltlUDo 
of the t1n1 ted Statee, lncladi.Dc ono Lou.h L. llorc:b, a t that tiM 
a wealth~' torelp •xcb•fti'J broac..r 1D lew Tom. Jw York. Mr. 
lloerlch lntereotod thaee wealth7 tlnited Statoo C1tlseno to the 
extent that the7 contrlbv.ted tundo 1n larp -to tro. tiM 
t o tiM which were uoed b7 ICr. lloorlc:b ln 11a1<1nc oxtenoin u­
cnroioDo or apodl tlODO ln llolropo and .lola. Ro tranled 1n 
Europa and .lola on Ollah apodl tiona troa tlao to tleo dnri.Dc 
tha 7oaro 1923 to 1934 lnoluoin, durtnc wllich tiM he peJ.nted 
p1oturoo wlllch were eent baclc to the tln1 ted State a wllere tho7 
woro purchaood. !he 1arpot mown purc:baooo of Ollch palnti.Dco 
woro ...S.. b7 llr. Loulo L. Horch 1D 1925 and 1927. Profit t ro• 
oald purchaeeo cons titute tho bDlJc of tho potltlonor'o lnCOH 
ao dloolooed b7 the lDYootlptlOD of tho .... ...,.. .t&ent, 

'· l 
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-..&114- tor llr. IIIGIIe7Dol41, 
Ia Nt •toholu ao.rta. poe, !o· goy. 

Dl>r1 .. the 711r 1"' llr. -r1oll •I' allo aa "-P1071• ot 
the AIJ'1CIOiltiiJ'I Dtp&..-at ot tile 17111tl4 Statio Oo'OI.._IIt 1a 
11111011 oapao1t7 M troftled 1a tile Oi'1eat allop417 1a 11aroll ot 
4rclllllht reoatt._ plallta. ,ipparelltl7 llr. -r1oll hU Mftr retural4 
to ~· tla1te4 Stat .. oiDOI 1111 •pl-llt b7 tlw Ooft..-lll 1a 19M 
but bo,.Pt aa eotate tor - t!IO,ooo.oo -r1caa 11011107 1a Ialta, *"" hi 1111 11Jioo r.at..d. Bio teot!Jloa:r •• pre1111tl4 1a the l.aotut 
0111 b7 aT of 41poa1Uoa tate a bet- tile tlni tl4 Sta~a Collolal 1a 
ID41a. 

llr. loericll 414 ... ~ tU. &IIJ 1J>o ... tu ...-tar tiLe :r-re 
19liS, 1.., &114 1"' (o,...p\ a ~lltaUft re~ tor 19M). ~or4~, 
tM 4eliJI~-IIIt7 &114 tr8DII pe-.l.Ueo WN Ullrtl4. PaUUoa _. tu-4 
witll ~~ -..4 of 'lu ~ hbl'U.U7 28, 1936. 'lbl OIN 1111 tr114 
1a ... Tort 1a hbrua%7, 1938. 'lbl Boar4'• t1aii.Jic8 ot toct •• 
op1n1oa wre pt 1 pta4 SeP'•ber 21, 19~ (~ a. '1' • .t.. _ llo. 711) 
purWIJR to odl1cll 1ta deo111oa -· 111tlre4 llo._ber 10, 19~. I 

'lbl Bolr4 •• 4eca1oa euatal.ao4 the CQaa1u1o .. r•o 41tenai•Uoa .. 
ot 4et1o1oao1oo 1a tano tor the 110n par' tor lftl'T 711r l.aTolftd, 
It ouott.111114 tbe Coota1oa1oaer•o !Jlpoo1t1oll of tM del111que""7 peaaltl .. 
tor lftrT 711r 1a?olTI4 but IUita11114 the tr.,4 peaalt7 ool7 tl>r the 
711r lt:lol. 

A pet1t1oa tor ron•• or the Boar4'o 4oo1o1oll 1111 tu.4 • tlw 
peUt1oau oa hi!Nar7 &, 19S9. The oue hU ben 11t tor trial 011 
1UM 6 19S9 u4 wUl 1w ~r114 at that u... llo ottuo or c<aprcalll 

heft ~a ..,la1UI4 &114 1t &IIJ ortero are •-1\\14 or it &IIJ cii&JIIIO 
ooouro 1a tl>io 0 ... , ,..,.. 111ll, 1a '01111 of 700!' 1atenot 1a the •tter, 

1w ~17 e4Y1114. 
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TREASURY DEPARTMENT 

INTIEJt OF'PICE COMNUNICATION 

DATE lllaJ 8, 1939 

To SeoretarJ lllorgenthau 

' ROM J{r, White 

Subject: Mexican Exporta or Petroleu• 

Dur1ng the laat nine months of 1938, lllexioo•a exporte 
of petroleua and products deoreaeed bJ 67 percent fro• 
$31 aillion in 1937 to $10 lllillion in 1938. 

Half or lllexlco•a e.xporta went to the Netherlands West 
Indiee when the Royu Dutch Shell had a nry large petrole1111 
refining plant. After tbe expropriation of the foreign oil 
propertiee bJ lllexlco in March 1938, exporta t o that area 
ceased. 

Exports to the United States decreased from $6.0 m11-
lion in 1937 to $1.9 million in 1938, a decline or 69 percent. 
Exporte t o Great Britain dropped 42 percent and exports to 
all other countries declined 73 percent. 

Export• to Germany dropped least -- froa $2.4 lll1llion 
to $1.9 m1ll1on. 

lllexioo1 a Exports of PetroleUII 
(In thousands of U. s. dollara) 

rroa April t o Deceaber (1nc. ) 
illi ~ 

Netherland• west 
8, 325 Indiu 1,86o United 8tatee 5.9~9 

Gei'IIAJIJ 2,3 1 1,898 
Great Britain l·939 4,6o7 
.Ul otlwre • 977 1,900 

Total 31, 561 10,264 

(We new baYe detailed table• or lllexloan exports of 
varlcua oll products tor 1937 end 19)8. (1939 flgures 
are not Jet aYallable.) 

393 

• 
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llezico - lllpor\o ot Po\rolna u4 Pro4u.c\o \ o Pr1no1pal Cowo\rloo, 
lloa,lll:r, J-.-r;r 1937 to 1111\o 

(lal\JII 1n \bol&au4o ot l.ollco) y 

rotal o......,. I UaltM Groat lllo\barl&ll4ol 
I I I tatoo I llrltaiD :loo\ JDMool U1 O'bor 

!lli 
JaD.. 5,445 lila 1,~ 1,210 1,16} 1, ]:14 
reb. 2,982 2011 Sl7 957 4}6 
liar. 5,o64 350 1,121 1.4<4 ass 1, 281 

~r. ~,n6 42 991 4}5 1.464 805 
11&7 ,sjll 471 1.051 1, 262 1,171 

~~ J\IAO 1,960 l;oa 1}7 122 161 

Jul:r 5,071 567 569 1, 457 1, 27} 1,211 

""· 2,791 151 756 696 ~ 615 
Sop\, 2,821 251 221! 7o4 6911 

Oct. 2, 557 1~ 531 }10 972 516 
lOY, 3,152 321! 1,~1 970 862 
Dec, 3.172 224 66a l.J 2 119 759 • 

!m 
Jan. 2,135 137 ,I~ 172 761 9113 
Po 'b. 3.375 110 ~ 

1,022 1,129 
liar. 1, 700 23 127 610 291 

.t.pr • 306 n 10 67 156 
11&7 1.0~ 219 45 510 ~~ iiiiAO 1,0 151 175 }Ill 

Jul:r 1,317 9fl 111 512 527 

""· 1,572 501 1118 728 l~i 
Sopt. 1.111 155 }51 564 -
Oct. 1,361 275 4}1 ~ 

146 
!lOY, 1,235 1-41 JH 117 
Deo .• 1, 291 225 216 652 205 

CollTer\ ol. tro• 1&10 1 a' &Ter-ce 1100\ roto ot oxob&DC•· 

Regraded Unclassified



RIOONSTRCVI'IOX nN...\.-~VB GORPORATI«k~ 
WASIUNOTON 

.-u mr sa. n. 

x. • ..-., 1a •• u.ate\ • '--*• • w~a ta.oo 
han1la ne.I.Wil ~ U..la....-tn\ 1.00 

- »e 1 a1n1 1.00 

Regraded Unclassified



TO 

8ubJoet: 

TREASURY DEPARTMENT 

INTER OFI'lCI: COMMUNICATION 

Storotarr Morsonthau 

Kr,~ 
!he Bueinoea Situation, 
Wook on41ns KaJ 6, 1939. 

!he oituatiop in briot 

DATI[ 

(l) Budno .. oonUnuoo to bo hold 'baok bJ tho ooal 

otr1ko, wh1oh 1o attooUns aot1rt tJ 1n Tar1oue l1n .. , 11114 

bJ unoorta1nt1oo abroad, wh1oh in ooao degree haTo been a 

taotor rotar41Jig oono-r purohaooo of durable goode ouoh 

a• bou .. o an4 autoaobu ... 

(2) Attention 1o bo1n& attraotod to a ouota1nod upturn 

1n oonoU1TO oo-41tJ pr1ooo 1n ~. oountr, and abroad, 

aoo011p&J11o4 bJ roporh of Ew'opoan bi&J1DS in Tar1ouo oo._ 

.a41 t7 aarkoto. At tbo - t1ao, otook pr1ooo hoTo ohon 

oo .. 1aproToaont, follow1ns a por1od of otab111t7 on un­

uouall.J low oaloo TOl'lmO IIUOh ao troquont17 aarko tho on4 

ot a proloftl04 4ool1ae. 

()) !he pr1oo upturn •••• part1oularlJ o1gnif1oant 1n 

oooUJ'1'1J14 at a t1 .. whoa aewo troa abroad ooat1nuoo unoottliq, 

an4 whoa a.oaooUo buo1nooo aot1rtt7 offoro no ot1aulu to 

priooo, !he rioo, it oontinuod, will g1TO a otroq booot to 

bUIIi.ao .. oonti4onoo 1n th1o oountr,, and ohould br1n& out a 

oonoi4orablo -nlU80 ot doaoetio bi&J1Dif, a1noo it oatohoo 

1nduatr, 1n a liebt 1nTontor, pooition. 

aaloo ot 4urablo oonouaor goode dool1no 

!he unoorta1n European aituation, together with a olouded 

4oaoot1o buo1no .. outlook and unuuoaablJ oold weather, hen 

oauood a hedtat1on aaon& oon-ra 1n buJin« bouaoa an4 auto­

aob1loo, ao rotlootoa. 1a roo14ont1al oontraot awar4a an4 

autoaob1lo aaloa 411r1n& Apr11. 
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!lie r. W. Do ... raaU.aUal ••art• tor &pl'11 («our 
aftJ.'IIIe ) 4aol.1ae4 to " '576,200, ao OOIIJI&N4 With a lfaroh 
t1cun ot " ,6)11,000. huollal.l.r, tho April awarto oboul.4 
llan lleoa about 2) ~r out hi&bar tbu 1a Wareh. lo• 
oaoouraco•nt 1o .. ,n, ho .. Yor, 1n an u:ptura at tiM on4 ot 
tu Mnth (Apr11 2)-)0), When tiM Aa11J a••raa• ro" to 
15,915,500, thoup. JII"O:rtouo u:porioaoo b.u ob.on tb.1o por1o4 
ot 11M aoatb. to be fti'J orrat1o. 

Retail autoaobllo aal" 41U'1JIC April nro lower tbu 1D 
llarob. aa4 llelow &aDOral ozpootaUono, Wheroao rooaat azpor1-
oaoo 1a41oat" 1ibat thor oboul.4 ban obowa a Maaoaal &aiD 
oftr llarob.. lal" ot 15 loa41J1C -.koo 1n &prll, aoooruac to 
tho Wall ltraoC Jouraal, to1ialle4 2116,1Wi5 11A1h, oh1oh OOIIJI&N 
w11ib Jl7, 2)2 Wl1 h aol4 4UriJIC tb.o prn1ouo aoath. 

lleopoii41J1C to tho lllltaYOrabl.o oaloa tran4, &Jill to h1par 
1ihan no-.1 uw-oar atooko1_ autoMb1lo pro4aot1on tb.ia w"l: 
••• ra4aoe4 oharplJ to 11,4<!0 UD1to, troa 116,611o UD1h p1'041too4 
laot week. wara•o eo1i1aato ot total autoaob1lo pro4uot1oa tor 
tu ••ooal quarter llao ooaaoquoatl7 boon ro4uoo4 to 1150,000 • 
u1h, Wb.1oh ooapana with ozpootat1ona ot Pout 1,000,000 
UD1to a aoatb. ago. 

ltool aot1Y1tr oltgb.tl r lo!!r 

'l'lM rate ot ohol o~rat1ono thio WHk wao re4uoo4 
al1gb.U7 turtb.or to 11-7.11 per oont ot oapaoUr nrauo 11-8.6 per 
OODt laot W .. ll:, oont1Jlll1Dg tb.o aaa&ill& 4aol1Jlo (p&I'UJ 
.. aaoaal) Whioh MC&D a aontb. ago , Ao OhoWD 1A ~t 1, 1ib.o 
treat 1Jl raooat aontha baa booa tollow1q approob that 
ot laat roar, but at a oubatant1all7 b.111Mr loYal. In both 
r•ar• , 1t wlll be noh4, no real aprinc upturn 4anlopo4 .• 

'l'lM week hao •••• aoao 1aproYO .. nt 1A Yarioua aaot1ono 
ot tb.o 1n4uoti'J. !ill plate orbro an 1noroao1ac, an4 
operation• ot plato aUla haYO boon ohppo4 up to 70 per ••' 
ot oapao1 '7, tho b.1&baat rate ot ib.o roar. !bo roout boll DO 
1n atool aot1Y1t7 haa boon halte4 1a .... 41atr1ota, u4 a tow 
"ot1ono report 1Aoraa .. 4 oporaUona. U. I . lhol orbro 
1noroue4 4u1ac 1ib.o put wool: to IH per oont ot oapao1t7, 
wh1ob. ooapar" with tho low praYiouo w"ll:' • t1pra ot )1 per 
oont, 

ltool pro4uooro an ooonoa1s1JIC oa ooal ooaauapt1oa 1n 
Yarioua •ar•, partlr '117 ta11:1DC blaot turaao" oat ot pl'Odllo­
Uoa. ot 22 blaot taraaooo tol:oa ott tile aoUYO 11ot roooatlr, 
16 haYO booa baall:o4, aot '!2-on out , Wb.J.oh naooto that a tool 
ooapaaioo oJQ>oot a rooapt1oa of otoal 'INJiliC 1Jl tile aoar 
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future . The t1a;hter 1t11l e1tuat1on in J:urope 11 bringing 
inoreaeed iaquiriee tor eteel produote troa luropean and 
Iouth Aaerioan oountriee, aooord1111 to reportl in tba trade. 
Important 1t11l bu7ing troa tba autoaobile ooapanill tor 
19~ aodele ie looked tor bJ June 1. 

Price riee oontlauee 

The recent upturn ln co.ao41tr prloee, which baa ccn­
tlnued without interruption through the current week, eeeae 
partloularlT eignificant u a bueineee factor, eince (l) 1t 
ooaea at a tiae When neither the European political eituation 
nor the 4oaeet1o daaand 11tuat1oa an contributing to inoreued 
price confidence; (2) a price rile at thie Juncture would pro­
Yidl a powerful et18ulue to bueineee confidence, partioularlJ 
in Yiew ot tba l ight 1nnntorr pol1t1on ot induetrr: (3) baaic 
conditions taYOr a reYeraal of tba declining trend ot bueine .. 
aotiYitT. 

!'he action ot stock prioee recentlJ, along W1 tb tba rill 
in oo-o41tJ prioea , baa tended toward increaeing bueinesa 
confidence. During the paet tew weeke ot war tenaion, coal 
strike , and declining bueineee aotiYitJ, etook prioea in thie 
oountrr baTe held at a atea4J lenl and tba Yoluae ot trading 
bae dia1n1ahed. Suoh a eituat1on trequentlJ mark• tha final 
stage ot a decline. Stock price• abroad baTe been gradually 
iaproYing, and our markets rose aoaewbat during the past week. 

Business confidence , ae aeaeured b7 our contidsnce index 
deriYed troa bond prioee, baa lhown no further decline since 
aid-April ( Bee Ob•rt 2). 

Induatrial nroduot1on lower in April 

Preliainarr data ot the Pederal RellrYI Board indicate 
that in .lprU tba rRB index ot 1nduetrial production 4acl1ned 
3 point e to 95, owing prino1pallJ to the eherp reduction in 
output ot b1tum1noue coal. The Yoluae ot aa.nutaoturing 
production wae aa1nta1ned olo11 to the llarob rate , indicating 
that deepite the war uneettle .. nt of recent aonthe, bueineee 
in thie oountrr oont1nuee on a etabl l bade. 

A taotor contributing to bueinese etabilitJ baa been a 
well-aaintained leYel ot national inooae in recent aonthe, 
and ooneequentlT a relatiYel1 high leYel or ooneuaer bUJing. 

• 
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1D llaft!a, ll&t1ollal. 11100 .. pe.JIIoah woro at u aaallal. rata 
of approzUiahlT 165•9 'b1ll1oao, ao O-.paro4 With 165.6 
'b1ll1oao 1a ro'b1'11017 aa4 166.2 'b1ll1oao 1a Joa11a1'7. In•-•• 
of taotorT wol'kere, IIM1q up a oonl14ora'blo porUoa of 
nat1ollal. 1Do081, haYe 'booa a14o4 4ur1ac tho t1ret qwartor 
of th1e Toar 'liT a ga1a 1n taotorT o~lo,..at 1a rolat1on to 
1n4utr1al pro4uoUon. 'flUe roproaoah a parUal roga1D1ng 
of tbll lq 'botwna pro4uoUoa all4 o~lo,..at 'lb1oh 'boo&M 
n14oat laat tall. .U ahowa 1a ChartJ • total taotorT oa­
plopoat !llr1JIC the f1.rot q'llal'tor of • T•ar baa 'bo .. wll 
aa1ata1ao4 4oopUo tho eu'babnUal 4rop 1a pro4uoUon, 'lb1lo 
1a tho hxUle 1114 etoel 1n4uetr1 .. o!iplo,..at ba• aotllallT 
-4o ebarp 1a1aa • 

Oamat 'bue1uu aon 

01lr now or4oro 1a4ox tor tbll laat wook of APrll ( lhowa 
1a (!be{! •> I'Oia1aa4 part of 1h pro~1oua wook'e lou w1th 
tho up I'll 1n atool or4ora. ••• o1'4ora tor toxtu .. toll 
ott troa tllo h11b t1guro of tho prn1oua wook, 'but roaa1Do4 
at a ao4oratolT faYOra'blo lo~, 'lb1lo o1'4ora tor prolbtoh 
other thea atoal oa4 toxtlloa blll4 vnoll.allp4. 

'l'ho ••• York 1'1• .. 1D4ox tor tllo week oa41ng Jla)' 1 hol4 
atoad.T at ~6.~, Wh1oh oo~oa w1th 86.2 tor tho pro~1oua 
wook. A aubatoat 1al upturn 1a tho oarloa41,a 1D4u:, both 
tor ll1aoolluooua loaUaga aD4 1 all other1 , oature4 tho nok, 
ott1ott1ng ao4orato 4ool1noe 1n all tho other OOIIPOUDta. 
Prel11l1D&rT 4ata tor tho wook a41ng Jla)' 6 1D41oah a 1l1pt 
4ool1M 1a tho a4J .. to4 ~x of atool pro4uot1oa 1114 a 
aarko4 4ool1no 1a tho 1n4ox ot autoaobllo pro4uot1oa. 

• 
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TREASURY DEPARTMENT ' "6 ·,(.; 

INn:ll 01'1'1C• COMMUNICATION 

DAft Oc: Mhr 211, 19JI. 

- •• .... 
• (?;(} - •• BlOOIP 

IOJocta Me\llo .. of r&l alae a441 Uollal \aa rrr-••· 

!o r&loo tile opooltlot- ot tz,ooo,ooo.ooo o441U-.1 -...1 ......... 

wlll pro\Ml:r -•••HaM all ol tloo taz lacr•ooo 4oocrtk4 below or U..l r 

oquhaloato, ualooo 1Nol!looo ..,4 DAUOI>Al lacoao lneroaoo .ubot allt lal ly 

OYor proo .. t !nolo. A llrlot _..,. or t bo eb.Mc•• 1o •- 1a bhlblt .t.. 

111MU.or U.. 1aer oaoo4 rat oo alld oew tuoo dooerlbt d trill 1o !act pro­

duce U.o roquirod $ 2. 000,000,000 l o p robl -.tleal, t or Uoroo roa ooa1 : 

(1) Dao Dlna1oa ct lloooardo ead ltaUoUeo b.a.o !oua4 it ph;rd eally 

l_ .. l blo "' proporo t bo .. uaatoo o! :rlo14 tor - • of lho t o.x .. w1 u.ta 

U.O aooooaary tlao l lalt; (2) tho oot18a to o a ado t buo t ar are t or taxoo 

eoaaldored - liT ltoolf ol U.Out roforoaoo to \bo impact ot oao t ax .., 

tb.a ...... ,... !roa tbo o tb.aro ; ..,4 , aoot lapor t allt, (3) \bo bao1o o! u.o 

11\l .. tll ba1 Of DeCI IIi ~ bet D t~l I~OD~ &I it W&l t 1 t uate4 befor, t be 

l~~po al uoo or U.o tan a. m ilo la actual t ac t \be oboclc o t ..,ob o 1arco 

baor••• t o t azee t .a 10 abOrt a ttae ai&ht eo d.i t rupt 'bue1n••• ud r~u.c• 

tbo aatloDal l acoao ao to oerlouol:r of!oe t \be t~proclucLD& copacl '7 of 

U.o whole ta>t o:rot oa.];/ 

It lo 4ooaod lapo oolblo to loereaoe t bo r eYonue by $2,000,000,000 

la tl>o ourrODt tloeal 70...r 1938-39· Subotootlal l ocrooou lo ron a,.. 

• l cht bo oocuro4 tor tbot 7 oar oltbor by poo olac tax 1octolatl oo a t a 

oPoclal o .. oloa o! Coacrooo boler o tbo oo4 of \bo coleo4ar 70&r 1931, or 

b7 pooolDt taz aoaouroo 1o tbo oar17 aoatbo of 1939 rotroactl~o t o 1931· 

the 41 e&d.Yant.a«•• ot tl tbar aet bod are perbl\pe too ob•1ous to require 

eo ... a t . 

It t l>o eontlou1~~& ta.x cboDs•• de oer lllo4 b.arolo wore paaood dW'lll& 

\bo roculor 1939 oeooloa o! CoDgTooo . oubotao tlol porto of \bo loe.reoooo 

would bo of!ectl~• for tbo ! local 7 t or 1939-40• but tho protrAD ao a 

wholo would no t be~• l t o tull of ! oct oa ro~aouoo unti l !local 1940-41. 

&ad Ia a lao r roopecto t ho full ott oo t would bo 4ola7t4 unt i l !loca l 

1941-42 (duo aaln1:r to 11 ocal 7oor 1Dc:oao tu ro turoo and 4o\ qo4 oototo 

tax r o turoo). To produce t bo do o1 r o4 ro•oaue for f l ocol 19)9-40. 

opoolol toapor01'7 lesio1e t 1oa would oceordlo' l7 bo oecoooar:r. A brlof 

,_..,. of 1osioletl oll to aceoapllob tbl o r oault lo oboe 1o txblblt ll. 

lJ llaco tbe ollo~o vao vrltt on, e otlaotoo An4 lntol11&oa t ~·••• 

ot rn...,.. y1o14o l&dlc•te that t bo ..Woe! rennuo llkol7 to bo reeelnd 

troa t ho doocrlbod ta>t ch&DIO• lD o tull 70or, ot the probable 1939-40 

len1, WO'Gld H oi>Dr t o! .2 blllloao liT about $ 200 al11lODo. See hhibl t J • 
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.;o7 
Ill' • ._.. • I 

I.-...-.-. 
1. = p t» .,..uta ...,.u. tn.tllo,ooo "'a ....ua• ...,.u. 

toMI'al.M4 -, wa cz1111& u. fallowbc ...,.u.. .,_..,. • a ..a.u .. 
"'- u.. en•• oo\aw. It \lot furl•' lo ..n'Nl -,1 

(a) .t. witow 
( \) .t. witoww 
( o) 0.. wpbaa .tor 21 
(4) 1Mb o\Mr Clblll __. 1!1 

t)O,OOO 
l5,000 
)0,000 
5,000 

l'or adaialotraU" JIVPO .. • a •••• • IPMltlo .....,u .. at tlD,OOO Mnll, 
-r. M .Uow4. lrr .. poot1" of U.. _.._ aa4 'DO at '-of1oiarioo. 
It to ooU .. \ol \bat oa •"I'IIP U.. attoot at tblo PJ'Of"ool ..u1 M \o 
...aaoo tbo opooitlo a.pUoa f...- tllo,ooo "'"'- ,20,000 .t ta5,000. 

2. lao.....a u.. ao\aw '- ratoall7 dopU., \lot ra\o ort ,,.h...,_ 
ill Aul\U 0. !be ooallillal atfooto of U.. ..._.. la ~Uoao-' ntoa 
aro \aRla\ol 1a lbbl\U Jl .t ,.._ 1a PIPI'l• ton 1a :IDl~t •· 

J . Wlt•1•w u.a tllo,OOO o.Ww '- taow•oa .-J.Miaa. 

II. hao a Joiat rooolu1oa la ,..,,....., 19" oliaiaaU., tu prorlo1• 
wblu allow .a .-tor to ftlM aa ooww ao of tbo date ... ,_ atWI' tM 
...... ,,, 4oa\ll. aa4 no\nou., \he poriol for fU&., oo\aw '- "'-
to \val" aoatl>a iaohal at tift- -u.a attar too~ ao a\ pro-t. 1M 
attoot ot thlo rooolutloa ...alcl M to .....,..t tho r-• for U>a fhoel 
;roar 19J9-Iio to U>a at•' \bot ~t ot oowto -· oa the oo\atoa at 
4oooloah 4;r1-. 411.r1Dc tho por1o4 »rl,.J•o 19J9 ...a14 ou..rwloo ta" .... 
4otono4 •'11 at\or Jli.DI J0,19il0. 1 . 

ll. Oltt tAL. -1. Jlooroaao tbo ...-1 .u-oo at \a»:rfrM cifto por ..,_ t...-
~.000 .. t2,,00. 

2. .......,. \bo epooit1o cit' \as -\loa t...- tllo,OOO to t15,000. 

lJ .t.ttor tbo oott.aatoo van proparol U vo'Gl4 appoar \be\ U.. ..- U. 
oroaM ill 19il0 ...aJ.4 ..,t " pwat o.o'IICb to ..n~~~~t • opooial Jola\ 

reeols\loa. 
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). laoreaea t.,. cttt tax "'tu t o tM aomo 1 
tor U.o .. -.-. tu. nol ae tboao propoud 

.L la4h14ual laooao ux. 

1 . lloduco poroonol u: .. p uoa to $800 tor uncle lndl•ldwo.l tmd f2 000 

tor .... n od porooe &a4 .,.o4 o t taallT. • ' 

2 . Cocputo both tho ao'-1 tu crodlt ot 10 perooat ot oarood loca.o 

N>4 tho lower &4 upper ...,....d l 11CODO l1alta ot f J ,OOO aD4 •14,000, roo­

pOO tlTol7, on Ulo - ount ot not 111coao a!ter doduoUoc tM p orool101 ""-­

tloa an4 crodlt tor dop....Snto, lnotoo4 ot botoro IUOb doduotlon ao at 

pr•aea.t . 
• 

). IDcraooo tho oUl't&& rateo 'b7 o4o;>tl11C t.,. rate ochodulo ohawn 1n 

~zbib~t r . Tho coablnod oftooto of tho ch&nc•• ln oxemn tloa 1 , nor.oal tax 

ero41t uc\ ratoo are tabulated 111 l:&b1blt G-1 aod G-2 aDd oha"" In grapblc 

ro ... 111 btllblt a,.l and B-2. 

ll. Dleellow Ulo doductloa tor taxoo p&l.d other tbao buo1nou taxu 

ea4 I t &t& por001\ol aot lao- tuoo. 
• 

5• !looter& the oxo.ptloa of dl YidGido fro:o noraal l'odoral lncoao tu 

ao WDdor tho a.Yoaoae .l.cto prior to 1936. 'l'blo wi ll act to roduco rnmuoo 

loot h 4.-4 u t.portut taetor Ia tu oqult7 1ft •tow of lacreaooo la 

la41Y14uel ..,d corporation rat ... 

6. 'l'u buob-o al14 wino ao unit o b7 accr"'~>&tla,s t bolr lncoae. 

tbouch po,.,.ltttnc. at tbolr option, tbo tlllnc of oepnr!Lto ro tuno. tiMor 

prea•t la• huaba.ad a IU'ld wl••• -..:~ tt le Jo1ot returoa, or, a t tbelr opt.lon, 

eopiU"ato rotUl'no. I n tbo latter caoo tbo buobaD4 aod the wito aA7 eacb 

report tu:ul b• t~e4 on .-ucb inc c.:.e aa 1a Yienct to be lheira under State 

oroport7 l a.. . I a co..unlt7 propert7 Statu the u oaal d1Yio10D to ooo­

b...,lt of the coa:~un.lty lnc:cma to each JPOUta: the practice followed to other 

Statea ta leaa UDlf'orw. 1'b.ta reaulte ia 1DW>rotatt Tariati ona ot led.tral 

income t~ burdu. In •d.di t1oa., the uat ot aeparate r eturD• cable a 

,.altb7 buob....so aod wi ... o to a•olcl hlp OUl't&& rat .. , 'llbldl would o\l:~m·­

wioe be applicable. If tlut lee-• of bl.lobando and wino be conolderod 

sa properly caoatltutlnc a \I.D.lt, exiltlG« practice ta 1taequ1tablt . To 

onrco- ouch laequ1t7 tbo tu Uablllt7 Dll7 be dotoNlned oc tbo ba.to 

ot tbe accropto 1nc•o ot buobtu>cl aod wife. tbo l1abUlt7 tMc l>tla& 

prorat.ct to eaeh accorc.UDC to t bt &~~o\Ult of h1a tncoae. Si nce ma.JlT 

people bollne oqu1t7 would tbu. be l:>creaoed IIDd oloco tbo eballc• '"'ulcl 

prochac e Ytr"J .ubataDtlAl rnenve. tht pro.ooaal ta 1nclwle4 btre. 
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llr. Banoo - II 

1• lapooo 1DOO .. llON&l tax u4 ONrt"" OD ( a ) oalari .. or ltato -

local orf1ct alo Mel -10)' .. 0 0 u4 (b) 1ahr .. t froa tutv.ro loOUH of 

7o4oral, ltato and. local o1>11«attoao. 

409 

8. ..__ .. ouoa ll7(c), pron<lt a« alhi'Datho t"""" oa -ttal lid•• 
M4 1ooooo, 1>7 wl>oUtutlDC 50 porc ODt for 30 porcea\ wbor.,.or lt _. 

oo that Cll)ltal pillo will boar \hetr duo oharo Ill tho taDJ'-M te&ht~ ­
tnooae \ax rat••• 

9· ClaaDce tbo ll.att oa oartax oa plno fne oalo or oU _. -

properttoo J'J'OopOCtod 1>7 taclh tdllalo froa 30 porCOD\ or oalo pftOO W 50 
p orcoat o r oale prtco. (Soottoll 105, R.Yoauo Act of 19}1.) 

1.0. CbaD«o the t r oat..at or ""'>H&l looooo (a) 1>7 proY141DC a ~ 

roroard or loa«-to .. 100100 (llOt offoo\ ~llO\ 10DC-t ... p1llO or o\Uir 

lDcoeo) ! or 0 perto4 Of throe yo ..... , ocaho\ 10DC-to .. plllO J eD4 ('II) "" 

extencUac t he 1bor t-terw CNT'T-o••r ot l o • ••• \o tbrH ,. ..... 

11. 1'bo baalo f or 4eto,.1A1D« '?"f>l tel. ptao for propor\7 pronouol7 

tr,.,oattto4 at cloatb ( S.cttoa llJ(aH5l &ball 'H tbo 'baolo of tho proper\7 

t n the han4o of t ho clocodoDt tuteacl or the fatr aarl<ot Yol.uo a\ tbo Uao 

or o.c«uhl Uon. 1'bo baata f or 4otere1DiD« looo oball 'H tho lou to oo 

cleto..Sne4 or t ho fatr aarlt.ot Yol.uo of tho proper ty a\ t ho Uao of cloa\b, 0 

• bl cbonr to lower. !bl.o proco4nn f or clete..Satac ...,ttal $11ao u4 looooo 

to t ho oaao •• that aow tA force for property •C«utrocl by pft. Capitol. 

ptno not pronouo1y roalho4 OIJ' ..,'bJoct to lnco .. tax ""ul4 U.. "COM 
t&ZAblo t o tho bODoftclary tf tho proport7 wore ool4 or oxcbancocl, ol tatJ>Ot­

ID« 1D part a tax loopbolo for CII)Uol. pSno Ia the prooont taco• tax 1•• 

12. .U1ow not 'bua1 .. oo lo .... or II>CIJY!clualo (to taclll'le loo- f._ 

partnorabtpo) an4 flcluclarloo to be carrlocl foroarcl fo r a pertM of u.r.. 
or aore yoaro ( f ro• year of ortpn of 1ooo) to be offoot ocataot 'llul-• 

tAco- lout ""t other be-. 'l'he ftnt poootblo yoar of ortcta lillooll4 '­

\bo - l>lo y..r bec11U>1DC durtD« 1939• 'l'hlo abADCe will t!Mrtltoro •• 

atfec\ tba r ... -• t or t ho ttecol. Taar 1!JIIO. !lie porpooo ot - .._.. h 

to roduco - lnoqul ty la t&xlD& flactuaUDC h-• - •-' Ia t1111 
1-, eich taoqul\y booo-• ,....., oortou with hlP ra\H of Mao 

.. 
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•• I I I ... ..,......._._ft\M...rf~te ....... o r: ~:-.. • IOU te eftoot tM elfooto at tJM l.o• WI$ CUW 

• .....,. - ..... re--. 
). '-- tM ...-:S?t •• tor ~nU. ..-.uo. hoa 2'fi ,__, 

:!.:-~ '" ' ~ tM - f/6 ,. ..a .U ,. pii'Uoo to lJ-~ ,__,1 
._. ... - poco s- la tM - ot 41hm 1dMO or ..... ito 

to .-:1 It ,_ 15 pea-' for poco ._ la tM - at •to.l 
-- .. 1't ...... ,, .. ,_ ' ....... , .. -- f/6 oo.l-- .. 2l ........ 
o. Wgq WJ 1.-taa. 

1M '" r ... JCV a Mrl...t fr. 0 bnpe la s..i- .._. Wl,U '-
l'ot1.ooto& ~ !.a pen 1a u. fl.-1,.., 19)9.-110. ft .......... . 
.. .,....u_ ... u. ... , rv M- -. f'lll1 ,.., •• ..,.Uo&tl• at tJM 
•b•p-. _, \boir fl.-1 7e&r 1,-o attech h MC1J.c1no. u, loouses, u. 
r- ,_ 11141'0'1*-1 a- tauo la tbat,.., h to be eqao1 to tJM 1'- I'&Rltlac fna a f'al1 JU.I''• oppllcotloa at tbe cboa&&&, oa oA-
41tw.l ._ -~be lJt>ooo4 PI\FUle oa ICorch 15 oa4 .r- 15, 1gilo 
oalT. We - to be • nftlcioot pOI'OOO\ojfO at tho 1- taz a ... f or tho 
tuPle J'MI' 1939 to .a liP tbe rn- 4otloloD07. 

1111& tea wlll loa oecoo001'7 oal7 1t U 1o ileolro4 to co""" fUll 1'- Laor-• la tho tl.-1 7001' 19)9-llo. 

IT. Ot.hor lhuolDooo !cue 

A. Oolpl~ oteel< oa4 •-•o pJ'oiHo touo. 

loopool tho cepUol. otook tu, ottecth'o t or t ho .T'Gl7 191!o _..,.,, 
u4 the -co proflh taz, otfecUn fOI' tho tou'blo 7Uo1' ODd..1ac attn 
.r- 30,1,-o. !be ropool. at tho .. tau& roDooo tho roo•,.. , b..t "-ao 
ot the 11B4oolrab1& aonro at tbe touo, U h 4oooo4 U~le to -~ 
tbe rn- tna U. loulaooo pnn1ece taz Uoouoo4 la C beloW. 

1. 171111aoorporato4 loulDou pnn.hco tu. - ----
liiPOOO a 2 porceDt tax oa "prlnloco DOt 1ncoeo1 ot •1Doorporato4 

'bwoluoo mtorprlooo 1Dcl1141DC IUIT tl'a4o or bualnooo which. 1t coa4Gcto4 
or ODC&Co4 1D 117 a corporation, woul4 be t&D\blo UDaor tho lDcoo• tu, but 

• 

.. 
Regraded Unclassified



411 
llr ....... -' 

eze1.aac u.. Pftfaeat- .- _, - u atell..,.. ._ ., ,..._, a~ 
.......... '- h e.rl ..... ,_ ..... ~ • .-.~- ..... ... lir .... 
1..Unt.al- .......... al \llo par~elllp ...... muv 1a .. 1 ... 
....,1'-1 h M\ a •\erial ba1a1 pro',,. fMw, "Prt..U... .,., 1-• 
h utta ... la all ra .... h ta \llo - - M ..,. .,., lMaa at _,._ 
tteu h utl-.4 _..., u. •• • .t.et a1 l'JI ....,, *' (a) \a .. , 
1eteraa\ oa ., .. , m\ allltcatl- Mll la -\loa "'* ~ a 
\rda 01' -.ueaa ollall h laol ...... la \M ..._.lo,llaaaa (\) ..... u .. 
tball ao\ h allanl for (1) rea\ pal& ea -.... .. ,..,.n:,, (l) ..._ 
pal& oa loulaoaa ....,.n:,, ()) lateroa\ palt far .... 1\al mppt la -. 
bllatao .. , u4 <•> &opraolaUoa fill loi111Jace; 1M (o) \M ..._\loa m 
_, ot u. poraoaal aarnoa ot m 1..Unt.l or ••• fill a ,__ 
a~~tp aball la oo - UIOM4 t5,ooo,... - la&lnt.l ar ....... 1. 
wpocttlo u.pUoa ot $5,000 h alloaM ,_ .. - oa\arprlao. 

0. Oarporatlm prlnloca '-• 

X.,O• a ll pnom\ tu oa \he pr1nlap .. , la- al oarporaUoao 
dotla o& aa la ( 1 ) alloYo, except tor U.o ltal\aUoa 1a ( o) *lu -· •• 
"t'PlT• I. opooltlc a-p tlOD al f 5o000 1o allowd., 

1. ooeparh• ot \be l>aoo tor \he oorpc .. uoa prl'rUop \u uol \bo 
coi'J'Oratl oo lncmo \u b7 -.lor 1 D4uo\rll'l Cl'O"P• h abDW la Zlddl>i\ I , 

!be \ax ; ; sci •• (tl uA (t) a' • • ohal1 be po.Jablo ill -
lna~allaon h oo llarch 15 aD4 J\llle 15- 'l'bo poarpoao o1 t.heoo pe.yaOII\ do\oa 
1o \o oeC\IJ'o e441Uonal needed r..,.,,.. 1n f hcal 19J9-IIO; o t.horwtoo f0111' 
tno\al t.onh alp\ 'be al1owa4 a o 1n tbo lacoao tax. 

T. l!!r.cho Tuu 

1. Jncroaoa \ be oxcloo \aX on bear troa $5 per barrel t o $7. 

2. Jeer •••• tho exclu \aX oo 41 oUllo4 epl rUo, ucop\ llnii4To 
froa $2. 25 per pllon to $2.~ per plloa. ao4 1...,. a corro-411lc floor 

a\oclr \u. 

3· Shift \be prooen\ tax on r a41o porto to a t u on coaplo\0<! r ...Sloo 

and lncroato tho r a \ e \o 10 percent . 

4 . IM])Oit a u..x on th e uo•• roctl pt e o! rad..lo broadcaat l.Dc cocpl'Dlte. 

5· Jnort aoe b7 50 parcen\ tbo rateo of t ax on the JDO.Dufncture ot 
o l t;aro tobacco IUl4 onutt. 'l'be prtout r ateo nn ol.car• are r roo 75 cenh 
per th~ueM4 to' Sl3·50 p er tbouOM4 , 4open41DC upon the wel. &~>t ; and Oil 

tobacco and Olluff, 18 con to per pOWid. 

\ 
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6. ~or '"- pn1o4 troa da\e ol _ _ , \o J- 30,1,-o, ,___.e 
\M p801lM taz troa 1 _, por pl1oo \o 2 -'• per pll.oa, oD4 u..r ... 
at\or 4ooreaoo \lw ra\o froa 2 -'- por &alloa t o 1i o•h por plloa . 

7, hllo\1 W.\o f or \be preelll\ \ado oa \lw \~ofer of l>oado ea4 
o\oOU, a \a& bue4 oa \be aalo prloe \beroof a\ \be rate of 1(4 of 1 
per-\ la llo\h lae\aaoeo. !be prooea\ ra\eo are 

ha4o :.. II ooa\e per .100 faoe 'ftlu: 
1\ool<o- II ooa\e per •100 par or r- 'ftlv or traotloa, 

or 1f wl\bou\ par or face 'ftlu, II olll\o por 
obaro. llowonr. lf oo1llac prloe la •20 or 
Oftl', vba\ber wUb or w1 \he'll\ par or taco 'ftlv, 
\be rate h 5 o.\o 1aoho4 of II -h. 

1. ......,, \be chock tu >dllob l.opoo4 »-o•\or J1, 1934. !be ra\o 
ot \hlo \a& _. 2 -\o per cbtck or 4ra!\. 

9. Jlo411ce \be prooc\ ._uoa -'-•r \be 10 po rceDt adaioaloa tu 

troa II() Olllh \o 20 -h. I 
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Deore...S o.-.pttoao 
O...a\17 tDCreaaed raho, uoep\ la \ep 'nabh 
:llt.lDOUOD ot 4e4aoUoo ot ill-• 
0\Mr ..._. 

DMraaaecl o.-.pUoao 
• lao~ rawo \o ....-1 - oo\aw las rawo 

413 

Ia..-t.-o 

Ore1>U7 1Jlcreue4 perooaal ..,.1-aa ra\ao, _, ta 

.., 'raooll»'• 
Deoroue4 per-al - to.ll 7 Oliiiii!PUODO ......,_u .. ot t.-117 ._. l or 1-aa .....,.tau• 
la!poot UOD ot J'w<leral pereoaal oaA oo.peraUoa ~ 

1-aXoo ODJ (1) uwrool trOD ,...,.. to-• .r 
hdoral, 1\a\o, aa4 local '-'lol (2) _, ltaw 
_. local oalarioo 

Iaore...S oorporaUOD tD- 1-aX ra\ao (to H ott .. \ 
la tunre pan '-7 lo•• oaa il•••r) 

Ot.bor obuce• 

.., llutaooo prt•tl- taz • ooJ])OraUODo _. as.-11"ftW but•••• (pre-' .,...!tal otoc _. -• protUo '-A te 
... ropoalo4) 

:Boor 
Dlottllo4 optrtlo 
to- ( ot.bor ,_ otcar"W.) 
Oa.oolta• 
'lr011o1'oro ot otoc*a ...a 'bM4a 
AAalo olODO (b)- 4oCreaAIIC -UODo) 
..Uoo ........ , ... -
Cloo'*" 
w..to ~ed,c&ll.,iae = •••·t .. 
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'fapol'flrT -- , .,. oa 11141 rtlualo -oorporaUoao .. .,..,14 ao a ,....,..,_ of \1M 
l aoo• - oa 19" laoo••. pqabla llarch 15 
- JUao 15. 1,-o. 
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.6441 \loaal 1 /2 _, a p11oa oa - l lao for 
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• 25 • 3)0 •• 
~ 6oo 2.0 

1,800 - ll,o; 

~ • 3)0 3.1m .~ 6.8 
6oo 5.lm 1.0 9.0 

10 2,000 10,000 2. 5 12. 5 
100 11, 3)0 15, 3)0 4.2 15. 2 
3)0 19 ,100 117 ,500 ~·9 2). 11 

1m 58.6oo 129, 3)0 1 . 7 32.3 
6oo l~,lm 225.000 17.2 ~·5 
100 1 ,200 ~·lm 19.} · 3 

1,000 211,000 ,800 21 ,1 1111. 2 
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40 ,000 25.4Ja,ooo 26,9SS, 6oo 6}. 6 67·5 
6o,ooo l9. 33 ,6oo IQ.,488,40o 65. 6 &,l.1 

100, 000 67 . 334.6oo 70, 68S ,1m 67.3 70.7 

!he ·-Uon v.ndar \ prvpo on\ • • 0 ta 8 OD &Terap 

. 21.1}2. Jbr the p~•• or t hl• CO::If'\lt.at1on, howewr, a $a>,OOO 

•~"PUon waa aa..-4• 
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TO 

~ ... .. 
TREASURY DEPARTMENT 

INT£R OFI'lCE COMMUNICATION 

8eere11&rJ ~~ntbaa 

Kr. Baa~ 

DAU Way 8, 19J9 . 

lle,Jor wheat uport eal .. , ae reported b7 Federal 
8urp1uo Oo-41 u .. Oorporat1on. 

'l'h1e br1qe up " aaw ~· lla7 ~ tho hble ot lla,jol' 
wtwd o:rport oal .. ginn 1n -:t -ran.cla to ro• ot lla7 J. 

B11'b•l• 

AprU 26: Arpnt1D& to OBUe4 1111&'4H 
Alletl'al1a to Ull1b4 nnc«oa 
Aa•lral1& to lb••lh·' 

150,000 
150,000 
5()0,000 

jpi'U 271 Oanda to Oneee 750.000 
Alle11ra11a k UIIUe4 I1JIC'40a 200,000 
Alletra11a to Clh1aa 500,000 

April 241 Oanda to OB1te4 ~1~ 
.Ailetl'alJ.a to tJn1 to4 Uqdoa 

1,5()0,000-
250,000 

.., 11 O.nede to Oa1te4 ~1-r::• 5()0,000 
Aaetl'al1a to 'Dll.1te4 1ftl4aa 250,000 
Alle11ra11a k Clh1aa 250,000 

Oanda to 'Dll.1 te4 ~ 1,5()0,000 
Arpntill& k Ull1te4 nncue 5()0,000 
Aae111'al1a to UaUe4 Uq«oe 5()0,000 
Aaetra11a k <lhina 5()0,000 

Oanda -- total eXPOrt ealoe 
Aaetl'al1a k <lh1aa 

250,000 
JOO,OOO 

Un1 ted UJI&Ue boupt: about 1,5()0,000 

8'QPP11e4 'b71 
I50,ooo Aaet:ra11a 

.&I'SOD111D& 5(),000 
Oana4& )00,000 
L1nrpool 

epot: wheat 200. QQO 

1'otal 1,5()0,000 

I 
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-+28 
TREASURY DEPARTMENT 

INTER OFl"'CE COMMUNICAnoN 

L!ay 8 , 1939 . 

TO 8oord&r7~~1Rbaa 

Mr. B&a~ ""'" 
Tho oo.aodit7 pl'ioo 11tuat1on. 

The 'baokcl'oan4 

Co-41t7 prio01 1D the 11111h4 State~ 4ur1Jig 193' nre 
eubJ oote4 to otroiiCl;r oont11ot1na torooe. In the tiret liz 
80ft the ot that 71ar (Bee ClllaM 1) priooe ot 11111it1n eo• 
mo41t101 41'1tte4 cra4ual17 40nwal'd, oh1ot17 1ft reepo1111 to 
(1) a nalt1111.ng in in4uetl'1al 4111&114, wh1ob reiUl te4 in eo .. 
piling up of 1Uppl101, &114 (2) 41tlat1oJ1117 tore1p 4eYe1op.. 
Hnte, Wh1oh were retloote4 1D a 41o11.Di.D& tren4 ot eter11.JI& 
exobance. 

For a 'brief per1o4 4111'1q .Tune an4 .TU17 19311, tbt lharp 
inoreaee in 1D4uetr1al 418&114 then 41Ye1opinc oauoe4 a rapi4 
t.pro•e•e11t 111 pl'ioeo, part1oular17 tor 1n4uetr1al .. terialo. 
'l'bl rile , boWeYer, Wal 00011 brolleht to a halt b7 the inoreaa-
1nal7 eer1ouo po1it1oa1 o1tuat1on 1n Europe, Wh1ob bad Yal'ioaa 
41tlat1011117 1.Jit1ueaoee on oo88041t7 pl'ioee. A ol'111a wae 
pa.eee4 at the t1.8e ot the lilw11ob agree•nt i.n ear17 Ooto~r; 
'but pl'ioee .. 41 no fUrther ga1De , ei.lloe the otreD&tbtD1D& 
1nt1uenoe ot u i .llprortng 4oMet1o 4o8&114 (aa 1n41oatl4 1n 
Chart 1) wao 11Ull1t114 b7 a further weakelliDC 111 the toreip 
oituaUo11. 

&ar17 1D 1939 the 11tuat1oa wao renrae4. European 
4eYe1op8eata ~pa to take a eo•e11bat 801'0 taYOrablo pert 1D 
t he pl'ioe 11 tuation. (1) &ar17 1D .TIIIU&J'7, the 4eol1De 1D the 

oterl1nc- 4ollar rata wae etteot1nl7 halted. (2) Inoreao1nc 
in4uotr1al 41 ... 4 in llftat Br1ta1a and rranoe, an4 an intllll1-
t114 4e8&114 tor ~at .. hl'iala, proYi4e4 npport to eo• 
IMI41 t7 pl'iee •· ()) During re'bru&r7 an4 ear17 llaroh, a -arke4 
t.pronMnt 1D loq- tem eont14enoe &IMIJIC the European 
4e80erao1ea wae a taetor oontri'butinc to a t..pol'&r7 prioe 
uptarll at that ts..e. 
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1'lw 4oa .. uo oUuaUon, on 'lw ot!wr llaD4, ba4 beooao 
loll intluonoo in doproooiq pl'iooo, OWiiiC '0 'M 4on~n in 
buoinoeo aot1n':r whioh oot 1D oa:tl;r 111. Doooabor, aDd whioh 
bao 11.0t :rot bou 4ot1DUol:r hal tod. WhUo t:b.o 1Jiprortq 
a1t:uat:1on abroad ott••' tor a 'lao ~ ottoo' ot ~ 4o .. ot1o 
a1t:uat:1on, H1'lor1 o ooiauro ot Ozeoboalo.akia 1D Kal'oh 
abl"QPUJ roaond t:ba' ouppol"t:, &Dd oou1Un pl'iooo (u 
roprooontof. b;r ~ JILl 1D4ox ot 30 oo ... uuoo oboWD 1D 
Ql!•l"t: 1) uol1Dod ~ ~ lono' lonl ainoo t:b.o prortou Juo. 

Rfotpt 4fTtltP"ptt 

Dul'iq tho paot ooYol'al woelto, ronowod prioo ouppor' bao 
oou troa abroad ill ~ tozw of 1Doroaood bll;r1q ot azwaaont 
utor1alo aD4 tool. oupplioo, while tho 1atlat10D&I'J o1p1t1-
o&Doo of tho late•' 1Dtono1f1o4 otaao of tho BI'1Uih roaraa­
unt propaa, to bo t1a&Dood 1D 1&1'10 pal"t: With boi'I'O'ft4 tau, 
1o aJ)pa.ronU:r bopanhl 'o aUrao' oponlaUn bu71Dg. n. 
rooulUnc uptllrll 1D prio .. of ooaa1Un oo-41Uoo 1D Groat: 
BrUaiD baa boCUJl '0 attoo' prioOI 1D t:h1o OOUDtr;r. 

Ill Ohpl"t: 2, a OO~q>al'iOOn 1o aaU Of 'M I'OOOnt trollllo of 
aono1Un ooao41t:r pr1ooo 1n Groat Bl'1t:a1n (u roprooont:o4 bJ' 
Routor1 o 1D4ox) &Dd 1D tiw Ull1to4 lt:atoo (ao roproooato4 b;r tbo 
Dow-Jonoo 1n4ox a1111 lloo4;r' o 1a4ox). In thio ooapariooa, oao 
aut ltoop 1D J&1n4 tho following : 

Rout:or1 o - LaraalJ' 1lat11fto pl'iooo tor 21 opooulaUn 
oo ... nu .. in Oroat Bl'1,a1D. Illol'llll .. pld, ounr, aa4 
• otber aotalo. 'fo1pt:o4 b;r 1-.pol"t:moo ot oaoh oo-41~ 
1D 1atol'll& t:ioaal tra4o. 

J!ow-Jonoo - f'ut:UI'Oo priOOO for ll 00-41t1 .. , IIOOt:lJ' 
agr1oillnra1. 11o .. ,alo. 'foilhto'- approxiaatolJ' b:r 
opooulat1YO 1-.port:&DOOo 

lloo~f a -- 'fo1pto4 opot: 1a4ox ot 15 oou1t1n oo..o41Uoo. 
Ino udio ~ Mt:alo. ODlJ' 6 ooDUD041Uoo -- -.boat:, oot:ioa, 
oucar, oorD, rubber, ooooa -- aro ooaon to all throe 
1n4oxoe. 

'fUh rotoro110o to rooont pl'ioo 'roa4o , Routor•o 1a4ox bao 
boon 1atluooo4 b;r MJ'kod upt:urao 1D priooo of Ua aa4 Juto, 
whioll aro not 1Dol.u4ol. 1ll ~ t110 .Aaol'ioaa 1D4oxoo, -.bllo 

• 
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4JO 
seoretaJT llorpatha - 3 

lloo47'• 1A4tlx hu lleea held t1o• 'b)' a 4tl~1ao 1a oto~ eorep 
ea4 utU reoonU)' 'bJ' a 4Hl1ao 1a bGco, ao1tller ot wh1oll 1.' 
1D~a4e4 1A Jleater•o 1114ex. 'llleat pr1o .. , wh1oll are YOl'J' 
heartl.J .. 1&hh4 1a all '!Ire• 1a4tl:ao, ... , -.p t1rot 1a th1o 
oountl'J', u4 roooau:r llan co•• up ohaJopl:r 1a EDgl.eaA. 

Iptl•tpot ot Br1t11h &T!'!!Pt REOirl! 

'nw 1Dtioao.1t1o4 Br1Uah re~at 4r1n DOW unatlr Wa)' 
oooao 11lr.ol:r to attoot 00111104U:r pr1ooo 1a two wqo: 

(1) !hl"ough the aotul. 1aoreaoo 1Jl 4eaall4 tor war 
aator1alo aa4 too4 olqlpl1 .. , wh1oll 1o alrea47 
'boooa1JIC ottooUn ao a aaft:ot taotor; 

(2) !'hl'ough the potoaUal 1atlaUollaJT ottoot ot Br1Ue 
dot1oU oxpoD41nroo at a t~ ot Ual'-oapaoUi 1114ao­
tr1al aoUrtt,.. !he ottoot ot the latter 1atluaoo 
aloao oa pr1ooo 1a the tJil1 tod It&t .. wUl 4tlpoa4 oa 
whether or 110t otorllq a.~111 .. ; U woald haYO 110 
ottoot 1t otorl1aa woalr.oao4 proport1oaatolJ. 

Tllo aotual 1aoreaoo 1A oo11110dU)' uaand obould ooDUau to • 
otrenctheD pl'1o .. 1D the UllHod ltat .. , pal'tioalarl)' 1t otorl1Jll 
do .. not dool1Do. It would aloo dou'bUooo 'bo aoooapalllod 'b)' a 
r111118 Yoluao ot opooulaUn 'ba71nc. It ..,. 'bo rooallod that 
tho pr1oo 'booa ot oarl:r 1937 wao ore4Uo4 1D largo part to . 
aotul. and opooulat1n bUJ111& reoult1q troa the oarl:r atoceo 
ot Br1t1oh aad J'ruoh re&r~~&~~oDt. 

Ot tho total npond1tureo ooDtoaplatod Wider tho Br1Uah 
J'e&rii&IIODt aad a.tonoo propaa, wh1oh •owat to lo6,o,ooo,ooo 
(11lolud1q reoont proY1o1oDo tor doubllq the !orl'1tol'1al 
AnT), 1t 1o plallBod to bol'l'Ow 1.3SO,ooo,ooo. !hJ.o oua, 
aooordlq to J. K. h)'lloo, 1A proporUoa to uUollal uooao, 
1o O<tual to uarl)' tw1oo tho aan... United ltat.. 4tlt1o1t ot 
aaJ roooDt :roar, ox~a41q tho ntol'Oilo' boaao.• It aoaao, 
ho ooDoluuo, that dur1Ag tho 1939-llo tiooal JO&l' the probloa 
ot a'bDOl'llal uoaplo)'Beat ill CJroat B:r1ta1D wlll ooaoo to oxiot, 
aad that the Ya:r1ouo 1Ddaotr1al pro'bl .. o ot the laot war --
aa aouto obGrtaco ot olr.Ul.od labor, Qonl'lllloat pl'1o:r1 Uoo, 
oartaUaoat ot IUIOoooDUal ool'Yiooo - are aroaad the ooraor. 
Do•ado tor iuporto, ho oqo, wUl ourel7 1aoreaoo, ud tho 
&'I'Oidanoo ot 1nfiat1on wUl 'bo a real oad 1apol'taat probloa. 

• Wo oalolll.ato that the proopoot1n Bl'1t1oh utioU 
wUl amount to about a por oont ot their ut1ollal 
1Dooao. OUr cnm 4tlt1o1to, oxolud1q ntol'Oil•' 
bonuo aad atlbt reureaollt, han opproxiaatod tho 
tollonac poreeatac .. ot our uUollal a-1 1,4, a por oent; 1935, 5 por ooat; 1936, 4 por oont; 
1937, 2 por ooa'; 1934, 4 por ooat. 
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.31 
Secret&rJ Uorgenthau - 4 

Individual commoditiet 

In Ch4rt } we compare the ohangea i n prices ot 14 
seleoted oommodities in the Uni ted States and Great Britain 
over the period ot the recent upturn, April 6 to May J. The 
pronounced price rises tor sugar and Jute in Great Britain 
have been due directly to war buying. Sugar 18 being ac­
cumulated by various North European countries ae a war 
reserve, according to trade reports, while Jute is being 
used in large quant i ties tor sandbags in air r aid precautions. 
Flaxseed, &inc, lead, and rice have also risen appreciably 
more ln Great Britain than in the United States. 

llheat, cotton, and tin are other iaroortant co=odi ties 
that have r isen substantially in Great B~tain, but tor 
various reasons the United States prices have ahown even 
greater improvement. The rlae in wheat prices (atteoting 
corn alao) originated on a orop acara in the Uni t ed States, 
and prices here have consequently been stronger than in other 
world markets. In the past taw daya, however, British wheat 
prioes have gone up more rapidly than American, whlle Great 
Britain baa bought wheat heavily in exporting countr ies out­
aida the United States. Cotton prices in England have advanced 
lees than in the United States because ot foreign apprehension 
over the ettecte ot the proposed export subsidy on Amerioan 
ootton. The rise in tin prices, according to reports from 
London, originated in heavy buyi ng orders from the United 
States, stimulated by war tears and by the proposed Government 
barter arrangement tor accumulation ot tin etoolta. 

Copper and rubber prices have held about unchanged in 
bot h countries , since supplies apparent ly remain ample tor 
present requirements. British prices t or certain other com­
modities not eo essential as war materials, such as cocoa 
and cottonseed oil, have declined in price. An increased 
demand tor wool and hides tor army requirements abroad baa 
recently been a f actor in raising prices ct these raw 
materials ln the United States. 

The net etteot ot the increasing armament demand has 
been to bring an unturn in eeneitive commodity prices at a 
time when the decline in business aotivl ty in t r.l.a country 
and continued nolitioal tension abroad ordinarily would have 
tended to weaken nrioee. This indication that bullish price 
forces are coming- i nto the picture may play an important 
part in improving business oontidenoe in the United States. 
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lle.Jor wluod uport 181 .. , a1 reporhd 117 
Federal Burplua Ooamo41t1ea Oorporat1oA, 

Ap1'1l. 26 tbroqh 11&7 d 

.lp1'1l. 26: 

AprU 27: 

AprU 2d: 

11&7 1: 

11&7 2: 

Bulh•h 

Al'glnt1na to United ~1ng4oa 
.lultrLL1a to Un1ted Ungdoa 
~atral~a to 8b•0 1h•' 

15(),000 
15(),000 
soo.ooo 

Cana4a to Oreeoe ]5(),000 
Auetral1a to united ~1ng4oa 200,000 
ADetral1a to Oh1Aa 5()0,000 

Cana4a to ttn1 hd J:111&'4oa 
Auetral1a to thll.ted Ungdoa 

1,~,000 
5(),000 

Oana4a to OD1 hd Ungdoa ~,000 
Auetral1a to OD1ted ~1ng6Da 5(),000 
Aultl'Ll1a to Ch1na 25(),000 

Oanade to Un1ted ~1nr40• 1,5()0,000 
.ll'glnUna to Un1tld lt1nr40• 5()0,000 
Aultral1a to Ull1tld UDC40• soo.ooo 
AR1tr.:L1& to Ch1A& 5()0,000 

Cana4a -- totLL llq)Ol't 18111 250,000 
.utetral1a to ah1na JOO,OOO 

Ull.1 ted Ungdoa boqbt about 1,5()0,000 
8upp111d b7: 

.Auet r.:L1a ~5(),000 

.ll'giDtlA& 5() ,000 
Canada JOO,OOO 
L1Til'p001 

8p0t wluoat 200.QQ() 

Total 1,500,000 

Non-European oountl'11 1 reported to 
ban oontraoted t o take about 10,000,000 
lNiluo11 ot wheat and tlour tro• 
Auetral1a between 11&7 1 aA4 Jul7 1, 
aoat17 upeote4 to 10 to lbangba1. 

-135 
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Aaatl'al1a w 1hl1tl4 UIIC'IM 

Deau4 1a W1111l1pec DO' 10 ''"IIC 
alA aot oYer 250,000 bulblll 
1114 tor upon. 

Al'pll'1aa ezbll41 2-J•ar oN41 1i 'o lpa1a tor •al• ot ~.ooo w•• 
ot wheat, Whi.oh 11 4ou'ble ~ 
aou' 111141r or1g1Aal arraac-•ll' • 

0ollUIIUI4 coof. 41au4 Nporte4, 
lllat 110 clata Oil uport Nl••· 

Balhell 

6oo,ooo 

Jleaall4 tor oallh whea' 1a worl4 
•neb tell ott oou14erabl7, •1 th 
Jlar«l)' a:t puroba111 reportl4 troa 
.., territorJ. 

.. 
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Rtl ncar..,.. 

._,. a, 19}9 
llonda;r 

A aeot1ng to dlocuoo poooiblo financial aoolotance for licaragua 

•• hold 1n tba office of llr. Jtooo Jon .. tolla:r. Attondlng were: 

rcr ~rt-laport Bank: llr. Joooo Jonoo 
llr. -..... ... P11roon 
11r. uw, 

r or State llop&rtaent : 11r. Collado 
llr. ~ 

J'or !!'r•Olll7 Departaent1 llr. Locbi>Md 

Pr .. 1dont Soloosa • • acc~ed b7 Dr. De :Bqlo. 

Proddent Soaosa oteted tbat he had recentl7 boon oloctad for a ou­

;yoar term, wh1ch, together w1th the two rear• reaa1ni ng on h1o unexpired 

ter•, p.n ha an dght-rear tenure of office, during wbicb t lao be wilbed 

t o doYolop lica:r...,. • o eo-reo and 1114uotr;y along oound l1neo. 

llr. J .. ,, Joneo aoked ha what pe.rt1cular proJocto be bod 1n llind 

for wblcb bl noodad bolp !roa the Vnitod St atoo. 

He otaUdl 

(l) He would like a credlt for tbo Bo.llco lJaUonal de licara&"&o to 

be uaod to HOt an7 oaergea.c7 wblcb aic!>t arho t o protect tboir CQJ'reDC7. 

Ho otatod that tbe1r lnldget •• balanced at pr .. ont lnlt bo thought tbo7 

obould ban th1o credit a o an acld1 t1onal r .. orn; 

{2) Al t hough ooao work •• bolng dono on tbat portion of the Pan 

Aa8r1can H1Sb-:r rwm1ng through ncaragua, be would liko f1nanc1al anht-

I j ... 

-l37 
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(') .. WG14 liJr:io \o ...,.].,p \1M .,.,.....leo\rlo reoovc•• ot U.. 

iepubl1o u4 eleo\rlt7 \1M atata rail-n, aa wall aa npplJ" obMip u.,.. 
ao4 powr to tlw ~la ot I1caracaa, 

llr • .JODI8 ...,..., ... tM\ be IIU.be\ .,aolflo data OD - ot \beH 

proJaoh to llr. PlareoD ao4 ~tor •oU..r ••'l.llc \o 41-• \he 

u\alla wi\hla tbe ... "" '"" or \brae -. • 

.Utar \be _,l.llc Ill' • .Joua 11t41oata4 \11&\ al\lonP be wU4 M 

cla4 to oou1U.. tbe lAiaa \o \be 'lllllk, •4 r-4• to 0011a'"""t \1M Pu 

.6MriO&D 11~, he 414 DOt look w1tlt. taTOr oa ~laotrio ,...Jaota. 

~ Praa14aat ot I~ 414 DOt 41tGUa tlw ..UaUoa ot \he 

r1Tar at tbh ••Uac, lnlt Ill', ~. ot tba atau ~'· ....ur­
etood tbat be 11&4 41aouua4 \Me proJaot w1tb Prad4aat looaiTalt ..,, 

&ppariDtlJ" tal\ tllat \1M proJ..,t •• alraaq &PFOTI4a 

438 
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TREASUIIlY DEPAIIlTMENT 

.... 
TO *' a, 1939 

nooo E. B. r..u,., Jr. 

'l'h1a attel'DOOI> I oODfeJTed w1 tb Ilea ere. Grana and Ileus reprdi"' 

the Sokol cleill teet1ao<la7 wb1oh llr, GraT11a 1e to c1n t.oJTW, • _, 

onr 70ur tile and ro...s notbliiC to iDdioate tlat llr. ~lor ...te UQ' 

rec.......,...tl.cu with rep.rd to U. oatu-t. llr, Grano otatecl wlat be 

proposed to ~ to the 8u~ttee and I oooourred in b1o propoool . lie 

l&id be would etate U.t Sokol did aot ocmt.ributa to U. eettl-t or 

439 

U. Coolaolldated D1et1llu1ee oaaa, the wbjeot •tter or hie preMIIt claial 

tbat tbe !reaa~~rJ aoted aa inftet1cati.IIC a&aoo,-, bllt tbat U. Utl.ptl.oa 

aapeote ware in U. banda or llr, Whitaker or the Depe.ri:Mnt or Just1ca1 that 

tlla aettl_,t .. laaad Oil ocuider&ti.Oil" Of the dif"ticulti.M or pz'O'Iillc 

the recto, ob+• ln!n' J11l'iadietl.on or the partie• and entorciiiC collecti.Oil or 

aey judpent, and tlat ainca there wu &raft doubt on .. oh or U.aa pointe 

the oettl ..... t -. a &ood -· 

It -. detezloiDed tllat llr. Wid. taker or the DopartMnt or Justice 

would he referred to in t11a .....,t tlat the 8u~ttee wiahed to 0... 

110:re detaile with rap.rd to the baeia tor U. oettl-nt, althoQSh llr. GraYeo 

would atta.pt to....,... all q .. atl.cu h1uelt ao rer u t•oihle. !be 

State Departaent pertl.cipoti.Oil will not be brou&llt up 1>7 llr. Ora,.... 

• 
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TREASURY DEPARTMENT 

WASHINGTON 

llq 8, lUt 

to !'Q P!!r'''!J 

~ eo\loa tlrcao fez taell 'b7 Co"CC'••• oa U.. appropria\loa 
'blllo d.,.o aot aatoriall7 differ tr• U.. h4pt ootlloatoo 1 ,.0 opt 
oa the 'billo for tbo followlac eoUwlUou 

h4pt I.aat eotioll Iacroa11 ( +) or 
I t\lM\t I bz Co liP! I I !J2rtfH (-) 

(Ia ailltollo of dollaro 

Iadopeadoa t 
OtflOI: I ...... $1,689.9 • 1, 6?8.8 - $11.1 

-'cricultaro .. . 938. 9 1,311,4 + 3'72.15 
·~ .......... 190.4 110.15 19.9 
!rt&IIUJ'7 • •• •• • 2 ,15?6.0 2.560.0 26.0 

!be olll7 11riouo ditteroaco 'bot .. oa tbo h4pt ntlloateo 
aad tho lao\ eoUoa tolooa b7 Coacrou Oil ouoh ooUaatoo 1o tbet 
reported b7 tho 8oaato Appropriattoa Coaaittoo which lacroaNo 
tho ozpolldltur .. W>dor acrtoultural eoUYiUoo b7 $3'72,1500,000. 

Ia4pp4fp\ OUiqee 

!he ~ac\loll ia tho llldopoauat Offlooo ootlloatoo 1o 
ropro ... tod b7 a .?,300,000 rodac\loa ia tho CiYil Aoro,...Uco 
Aatborl \7 ootlloatoo oa eocouat of a tratatac pro.,._ which tho 
Cooooittoo thoacllt oholl14 'bo pllt tbroacl> ia loctol&UYI foro rather 
thaD ill aa appropri&Uoa bill, aa4 .2,000,000 roproMaUac tho 
ooUaatoo for tho J'odoral c-aicaUoao C....hoioa which wao 
olialaato4 t-rezll7 poa4lac &ll7 eoUoa that Coacro11 • icl>t \.oloo 
oa tho llcllnch report llftd rooo-lldoUoao, 

!uz 
!'he re4DcUoD of $19,900,000 -• be to a door- of 

. 5,000,000 la tho ... ..,., of aoaq tho\ U.. h4pt ...ad to 'bo 

..ao awailal>lo f or the .,......._ of airp~o. bllt the Coooolttoo 
a4do4 thlo 'b&cl< t. the fo,.. of a eoatract &thorio&Uoa. It aloo 
ro41lCo4 tho ...,_, of t11o ootlloato for rop~at of aaftl. 
YIIMlo 'bJ' the ........ Of $15,000,000, 'fbo11 'rOIMlo .... all 
-aor oout~Uoa aa4 if the ..... , of aoaq •ado aft1l&l>lo b7 

• 

Regraded Unclassified



- 2-

Ule o-ut .. 1o aot ntflcleat to -• u.. Focra a 1 u 
«-n1o:po hrliiC t~ 1N!' a npp1•••tal • 111 \a "'1Dira4, 

'1'lM ro4ucUoa 1n t bo !reaft!'7 eoUaatao ao nla1Ua4 
'b7 tbe hAcwt lD t~ -=t of $26,000,000 1o 4u to a a.ore&M 
of $20,000,000 la \be 014-.&c- .... ..._ AcOOWI\1 \be o11alaaUoa 

441 

of t~ .Ula7 Dorelll-. .t.uUiorl\:r e:ppro:prtaUoa of $1,000,000; 
all.ftDoeo to lla11roa4 U..,lo,..eat Ianr811ea .t.ooo11D\ of $1,2150,000: 
retlm4o of cuatoao aD4 lD\araal reftDU of $3,000,000; all. a-
,. .... of collacuac tateraal ra ... au 'b7 $800,000. '1'lMra wore 
ot~r alocellaMoua a.cre&Mo Mld.IIC 1Q' \be 41ttereDOI, off11t, 
bOWITII', \>7 811 lDCJ'I&II of $2,000,000 1D \be _, :proTl414 1a 
the h4cwt for nuereal 4111&11 luftoUpUou, 

It will 'be 11111 \bet Ule11 rell.ucUoao aro aore ~~pp&raat 
U.... real 'ba-H 1D aoot o&lll Ulo .... 7 will baYe to \a eppro­
prlatell. either iu 1940 or e&r17 la 1~1. 

kriaultl![l DtPV!.MD\ 

'1'lM lacr.an l.u the J.crlaul ture h4cwt ••U-teo 11 aall.e 
up ao followo l 

Pari tT ~.at; a • . . . . . • • • . • • t 238. 000.000 
lurp1ue Coaao41tloo ••••••• • 113,000,000 
ra... 'fe,...\ .t.o\ (!'lUI 1) • • 25,000,000 
lll~llaena 1 t.•• ........ __ ..:9~·.::000=·:.::000=-

········ • 872,000,000 

.t.e to pe.rlt7 _.to, :rov. will raoall \be\ - \be 
J.criov.Hv.ral UJu•-' .t.ct of 1938 •• u4er ooaot«-raUoa 1D 
Co-.reoo, tile -\tar of prowl4l11C for :pari\7 ,_...to at tal<au 
1Q' 'b7 the Preol«-ut wiUI \be D.ocrauc leall.oro, whlcb rooul\14 
lD a COD\loaeu 1 o -.roeaeut to tbo tffoo\ t~\ :p&rlt7 p~la~Utl 
woul4 uot 'bo :pro¥1414 for w>looo aD4 uaUl tbo a441Uonal I'ITIDU 
DIOIIIAJ'7 \ o t1D811co thea •• :proY14o4. lonrUie1ooo, a rta.r 
•• attMbe4 to \be JaercoDCT Ballot App!'oprlaUou .t.ot of Juao 21, 
1938, wb.lcb epproprla\14 $312,000,000 tor \be aalr:111C of parl\7 
,.,.IDto II.U:OliiC \be fiocal 71&1' 1939, llbeD \be 1940 -,_t w&l 

UD4or OODI140ra\10D lD tbo J.pp!'O:prlaUOD CollllttH Of Ule Bo"-11• 

• 
\ I ... 

• 
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the O-sUoo prort4e4 f or $lll50,000,000 ad41Uoul tuD4o 
tor ~l\7 ~oD\o tor the tloool Je&r 1940, o\atiDC \ba\1 

1!ho oooal\\oo bo1ioYoo i\o du\7 lo 
o1oar \o prort4e la \hh bll1 tho tu4o 
11oooo0&1'7 tor a ooau-uoa of tho\ 
pollOJ. (llaterrinc to \bo prortouo pol107 
of appropria\iDC tor p&rl\7 ~oll\o,) !he 
-lttoo oloo bollnoo \ho eo..,.. .. Ylll, 
ia 4ue Uae, oocor4iDC \o lto not•, 4e-
ci4o wbe\hor \he ooaUnoUo11 of \he pollc7 
whicb H lDaJcura\14 a 7oar aco. of aatiDC 
parl\7 ~h. oboll be ooa\1-n\ upoa 
the prortdoD of opocitlc l'onwoo oarearto4 
fo!' tlwt opocltie purpooo, O!' wb4otbar \he 
probl• of l'alolDC tbo a .. 4e4 Ooil41 Uoul 
I'IYIIIlleO oboll be •bo41o4 ft \h tbo pMral 
prob1• of flll41mc n.., oourcoo of lac-
for tlwt upu4e4 oothi Uoo 11> all 'braaeboo 
of the GoY01"1111en\, • 

fbh ad41Uoul •ount waa ollaluto4 oa tbo floor of \he l!ouoo, 
low tbo Soaato Acriculture Appropriation Oooaittoo boo Oo44e4 
$2215,000,000 for ~U7 p&Jilonh la 1940. It oorta1Dl7 boo boon 
the Proo14oat1 o lDtoaUon troa the bopnnlnc that ad41Uoul 
roYoaue ohou14 bo prort4e4 to pq for parl\7 p0710on.h. 

~42 

!he S.nato eo-tttoe boo oleo Oo44e4 $11<1,000,000 to be 
noo4 b7 \be S.crot&rT of Ac:riculturo \o Uopooo of SUrp1u 
eo-ouuoo. !hlo .,. 1o 1n Oo441Uoa to \bo .oua\ approp1'1a\o4 
b7 SooUoa 33 of the Acr!cul\urol .u.Juo\aon.t Ao\ whicb 7tJU Ylll 
roul1 *PFOpl'i&\oo aa -=' equal \o 30ll of \be ev.o\oao 41lU ... 
!b4l •ODD\ la \he Badp\ for thlo purpoao for 1940 1o tv•.ooo,ooo. 

!be Senate oloo ad4o4 the - of $2&, 000,000 to lneroaao 
the _, &Yallalllo for loaao to hnaat faraero Ylth 'llllicb \hq 
a lpt pvcbaao farao ua4or \be prortoloao ot tbe Bulri'eoA...Joaoo 
h.ra !onaat Act. J'or \hlo purpoao \hero 1o t2&,000,000 &Yallablo 
1D 1t311 aa4 \be lltulp\ ooatalno4 aa U• ot \be - -t for 
tho flooal 70&1' 1940. !hlo Oo44Ulo• b7 tbe lonato would u1ra 
$&0,000,000 aYallab1o for \hlo purpoao 1D 1940. 

• • 

• 
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445 _, __ --
~of tt.e llnittb 6t.tttf 

... I( ...... "iWf 
• 1' £' . .. , 

!!ol\01'1\blo Stephen B, G1 'obon .. 
Aod otant Sect'otary of the 'rroaaury, 
Vaohint:ton, 1), o. 

JV deu Ur, Oi 'obonol 

liQT 5, 1939 

--

ln reply to )'Our letter of liQT 4th, vhich errhred here 
thh atttmoon &lid which '"'" Y1'i t to10 by you i n l'Ooponoo to cy r-ot of 
of Kv 3rd that ell &Yailal>le fileo in t bo ~ .. of Cu•toao rektin& to 
the Cnnadion d1oUUer1oo =aoo 'oo turned OTer to ""• I .,.. at s los: to 
UNiorotand W}l: you 'oaliOTe that 0 the dioclOIUH Of tboae files V<nlcl not 
bo i n tho public interes t . • 

Ao you blow, -:r requut for th~oe fUeo vaa IO&de in 
ot'cler to t;ot t he co"i>lete facto rel"-'iiiC to a clai• of on into.,_r i n the 
oo-celle.C Clanlad1an dioti.llerioo ca10o, 'l'hio claim for $50, 000 1o iDeo,_, 
poratecl in the 'oill l!R 4022 referred 'oy the Speaker of the !1ou oe of f 
ltopreoentnti,voo to tbe Clei10a Ool0101 t to e of tbo llou oo ""d in turn t'eferrod 
by the Ohe.il'lllftn of the Claima OoDDit t .. of the llouoe to mo "" a oulbco·-lttft, 
B:lted on yoU!' ovn i nvestit;ation of the entire ""tter, 1011 knov that not 
o nl.;r tho fncto; ulatint: to tho Information a iv1111 'oy t ho informer vbo 
introduced tli. clai!O are comple:, 'out that t hor o io a reel difference of 
opinion at>')"C Yarloua in!Uvidunlo in your ovn office ao to vhother ouch a 
claim aboulcl 'oo uanted. In te.ct you, youroelt, lntonood""' that orici nally 
you vno in favor of the clain and then attor recolT1nc additlond i nto,..._ 
tion you chantled your :oincL :!'urthor, you informed me that tbo firot 
,..,,.. • ..,.~ written by you on the ...,bJtct woo i n f aYor of tl" clni!l, co 1o 
it ""7 vender t hat I find it nocoo1&1'7 ! or .. not only to intorrocate 
1nd1Y1ci>JGlo who h3't'e hsd ccntsct vtth tbh utt er, but al•o that I oho·.o.ld 
exaaino all the recorda :;>erta1nill(: t !> i U • ' 

l'l>r t heoe re.,oona, 'ooth t lw Chairaon of the Cl.a1A< ColOlli t 
of tho llouce an4 IQ'selt aa the IUbeo•ltho eonoiderinc tbe 'olll, believe 
It neceoo&r7 that the su.hco:::Htoo oD:oine tho filoo in order to ..U. 
a tborouah otud:r of tho clain and lntoll!,::enUy dotorl'lille whether or not 
tho Clllim ohovl4 'oe o;>:;>rcYocL I , t~:Ortfore, roquoot ed tbot you auwl1 
ell of tho :l'tllilable tlloa in tho :Bureau of Ouoto11a rell\tiG« to the ConadiM 
d1ot1llor1eo ........ ond r eeardleoo of )'0\U' l etter to ... of t his afternoon, 
I muct l\'tail1 a acor t t he prerog~~rtivo of tho 111hcommHtee oonaideri"G l!R <1022 
'oy i no1ot 1nc that you deliver tho filoa i n qu•o tion to m:r offi ce, Suite 318 
Old llouao Ottice Bu11d1G« not l " ter than twolY8 o ' clock noon, KDndo,:r, I~ 
8th, l'l39. 

Vary t rul7 youro, -

P , s. I u tntoraed by 14zr, T.enno~,_, of tho ctk.:"c::;;;:ee&& Ol > 
the Bouee t bd he too Y1ll requeot of you 'b7 telephone thie afternoon 
thot JOU dell nr the filee. 
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OOVT BIW j Jill 4 It 
HF WASHINGTON De J47P MAY 5-39 

STEPHEN B GIBBONS 

ASST SEORY TREASURY DEPT WASHNDO 

I'Lt.~:>t. HAVE MR HAROLD N GRAVES APPEAR BEFORE liE AT TWO PM TUESDAY 

NINTH NINETEEN THIRTY NINE. THI S IN CONNECTION WITH HR FOUR 

TWO TWO. LETTER REFILES FOLLOWS 

J PARNELL THOMAS Me 

'· 

• 
j ,.l 

: 

' ( ... 

• 
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MAY fi 1939 

.......... _ 
' 

.A-.t.· .. jF.:•w•-_• ....... ,_ !d a ..... • a. 
~ --r • are ......... ., .. 

--·· ..... a I £ ,_ ... ~ ... M' Q .. 

.aa , ..... na.,. • __ ., nt sse .. 

... so ... ,,,. ___ 

• .._.. ....... , ..... . wnr111111il. 
•'!IIOirw&a,_ . '~t1"1 I fi .... 
..._._..,,., a ...,._..,. .. ,....w *'• ............. 

~ .... --.... ........... 
... ,.. ., ··-.. _., __ ....... 

J 

I .,;.:.,,... 

• 
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~·PM OI'PICa 

QOYT 

,.- HF WUH I IIQTOII 00 ~~~w~ 3JW9J 17 
HOHORAILE ITC~HCII I 0 1110111 

AOTINQ I EORCTARY TREAS URY Dt~T WAI HIIDO 

DEL I VER ALL AVAILABLE F IL EI I N OUI TOMI RELATING TO CANADIAN 

DISTILLER I ES CAS ES TO MY OFfi CE IUITE ~HREE ONE EI QHT OLD HOUSC 

OFFI OE 8 UIL DI NQ THIS AFTERNOON. THEIE REQUI RED I N CONNECT I ON WI TH 

SOKOL CL AIM . BEL I EVE I T WOUL D IE lETTER TO DEL I VER I N EX ISTING 

CAIINETio 

J ~ARNCLL THOMA S MC 

j J 

= 
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TREASURY DEPARTMENT 

INTER OI'P'ICE COMMUNICATION 

....... 

TO Secretary Korgenthau 

~""" Mr. White 

SubJect: Un i ted States Currency ia Being Hoarded and Used 
by Foreigners. 

1. CurrencY 1a being exported in large 1\!Dounta. A part1.al 
survey or the banks in the Ne• York area indicates that United 
States currency is being shipped abroad in large amounts. 
Durir.g iiaroh and Aprll alone it 1a eatiuted t hat over $70 
~illion or United States currency waa ahipped abroad. The. 
currency from New York is be1ng shipped ohiefl7 to Netherlands, 
England, Prance, SwitEerland and Belgi~. 

In 1937 and 193g there was virtually no reported outward • 
movement , but it became heavy in the Wunioh period ($25 million 
flowing out during September and October) and again during lo!arch 
and April or this year. Cable rrom North China reports that 
United States currency is b~ing eagerly sought tor circulation 
in North Chinn. 

2. Billa or large 
denomination 50 or more have inoreaaed over $200 million 
during the past year. This ia an inoreaae or 15 percent aa 
co~pared with an increase or approximatel y 5 percent on the 
ooina a nd smaller denominations or currency which co~riae 4/5 
or the t otal circulation outstanding. This would seem t o 
1nd1c1te an increase in hoarding. There are two pcesible 
explanations tor thls i ncrease in hoarding: 

(a) 

(b) 

Foreigners tearful or having their foreign 
balBnces secuestered by their government and 
unable t o keen gold in the United States ere 
converting their dollar balanope int o dollar 
billa and keeping them in safety deposit vaults 
either here or abroad. 

That domestic owners or balances are converting 
their depoe1ts into cash in order to avoid the 
neoeeeit y or paying the tax on deposita . This 
latter explanation doesn't seem to be the more 
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seor~tary Korgenthau - 2 

reasonable one in view or the taot that 
the tax baa exieted tor several years 
whereas the sharp inoreaae in o1roulation 
ot notes or large denomination has taken 
plaoe ohietly during the past year. 

451 

3· Currency purchases by foreigners may account tor aa much 
aa two or three hundred million dollars ot gold 1mnorts during 
the paat Year. It we had accurate tigurea -- which we do not -­
ot currency wh.1ch foreigners have bought and either taken out 
ot the country or kept in sntety deposit vaults 1n the United 
States, we eight well tind that during the last couple or years 
aeveral hundred million dollars or gold wae imported into th1a 
countrr in exchange tor our currency. Part or the residual 
item (1470 m.1llion in 193~) may be explained by th1e purchase 
ot our currency by toreignera. 

4. Foreigners are taking our paper money and giving up gold to 
t he value or 100 percent. ,Certainly no one could obJect to 
t hAt exchange. 

• 

• 
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.......... 1'01. !D IIDIUIIrl 

A\taalle4 are ho ooploo of t.be -oru41a of 

Oo\o'bor :1!11, 1931, wblcll oorn4 ao t.be 'baolo of a ooato.--o 

wb.l.oll ~ - llr ..... ba4 w1 \II \Ill Proolcleo\ .... , \Ill\ 

\1M. 

!be ~ of t.be \ax ~·, ~t.ber wUII t.be 

r..._ 1aor ... oo aa4 a.or ... oo, are olio• oa t.be folclecl 

w• ~. amt'bu J. 

If 52 

, 
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TREASURY DEPARTMENT 453 

INRit OI'PICa COMMUNCAno.t 

... .,. Oet.'ller 111. l!JJI • 

TO ....... 
• ((I] - Mr. n..-

Mjeotl .. UlNa ef nhl .. -"1 tl.o-.1 w.z-.. 

h ras. .. • ... s.rw - et t2.ooo.ooo.ooo .una-.~ ~ ,..,_ 
will JWohlllJ' ...... naw all .r tile - laoroaMo .. eonh« hlw.,. ua.tl' 

~Yaloato, alooo lPula .. o M4 aaUoaal lao- looraaM ftllotaaUe117 

..,.,. JW•-' 1 .... 1e. .l 'M'hf _,. of the -..c•• h •- s.a am.tlll.t .a.. 

~~~~e-... tile beraaoe4 ratao aa4 " " tu .. 4eacril>e4 Wi ll 1• faot Jd'O'" 

tueo ~· ro'(Qlre4 tz,ooo.ooo.ooo h pro'bl-Uoel, for ~ •• roaaoao• 

(1) fto :Dt...Saloa fll loooaroll D4 ltaUoUco bee foWl4 it J>I>T.Scall ;r 

1~~pa .. tblo to prepare \bot ootlllla\ao of J'1o14 for - of lbo tao a wl ~ 

tbot aooooMrJ' U•o 111111. t1 (2) tbot ootlllla\ao aa4o tlm,a for are for baa • 

coaa14no4 ..- bJ' Uoolf wluao.& l'ofal'-• t o ~. t.pa.ct of oao caz oa 

\be r ... oaaoo froa tbot otboro; ...a, Mot l.llportaac, (3) ~· bade of \bot 

.. u .. t .. baa of M coool tr l>ooa \be o~oa..,. aa lC waa oU~~a\a4 bator, tbot 

llopoat Uoa of \be tu:oa, *11• la act\1&1 t act \bo ahock of .. ell a 1arp 

laoroaao 1JI tuoe la oo al»r\ a Uae a l¢ oo 4hnpt W.laoae M4 roa-e 

tho •Uoaal lacoao aa to Mrloual7 offoct \be t..,..pro4QC111C capoiCSQ' of 

\be ..,olo taz qetaa. }./ 

lt 1a .._e4 t.pooelb1o to lacroaeo t ho ronaao bJ' $2,000,000,000 

1a tbot wrroat fl~ J'OU 1938-39· hbetaatlal 1DcraaMe t .a ro••• 

atpt M eOCIIU'04 tor tbot J'Mr althor bJ' paulac tu: 1.,Salottoa at a 

epactal eoaeloa of COD&T• .. before tho oD4 of \bo cal aD4ar ;rear 1931• or 

b;r paee1as taz aoaeuree Sa tbo earl7 a oatlla of 19)9 rotroactloo to 1938· 

'!'he 4ho4waa\ape of oi.Cbor aotb04 are porllapo too ob't'l.Oila \0 require 

eo .... t . 

If tho conUaulac tu o~~&Ds•• doecrlbe4 harolD wore puaod <harl• 

tho roplar 1939 ooadoa of Conc:ro .. , eubataa Ual parte of tho lacroa .. a 

100Ul4 bo offoc tbo for tho ttacal ;rear 1939-llo• but tho prosraa ae a 

..tlolo o01ll4 aot U.o He tull othc t oo rnoauu uatll !local 1~111, 
aa4 lo alnor r .. pocta tho full othc t woul4 l>o 4ol qe4 ua\11 n ocal 

1941-112 (4uo ..tal7 to flacal J'O&r hcoao tax ro""'Do aa4 4ol qo4 ootat o 

tax r oturaa). ~o pro4uco t he 4oolro4 re•onuo for flecal 19)9-ilo. 

epoc lal t-rar;r lopoloUon wcu14 acocr4bslJ' bo nec .. ear;r. .t. brlof 

8UIIOiarJ' ot lochloUoa to aoc-llah \bto roeult 1o ello• lD E:chlbl\ J. 

1/ liMo t~ao abowo wu wr1Uoa, ootl .. toe aD4 lDtoUtcont .-•••• 

of rooouw J'1ol4e 1D41cah that tho o44e4 rneaao 1U:ol7 to be roco1ft4 

froa tho 4oocrtbo4 w.z cba!ICO• lD a tull ;roar, at thA probable 1939-llo 

1o'f01, ....U4 l>o al»r\ of • 2 billloao bJ' about .200 a 1ll101'11. ke l.xhil>it J • 

• 
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45$ 

3· z..,... ... tbe c:tn tu: raho t o \be -• 1 1 
for U.o oo\aw tu. ••• .. tbo .. pr opooed 

1. lleduco p or oollal oz•pUoa to fSoo tor ela~o la4hllbaal aa4 f2 000 

for aarrto4 perooa aa4 bead ot f-.117. • ' 

2 . Compute botb \bo DO~ taz oro4U ot 10 peroeat of 0....,.0d laeoao 

and tbo 1owor •4 -r ......,., iDeo .. Ullih ot f J ,OOO aa4 fl'-,000, r .. -

pecU'I'elJ', oa tho •ouat ot aet lacoao attor 4eductl.ac \be p erooaal oz....­

tloa aM. oredlt for 4ep....teah, 1netoa4 ot botoro woh 4e4ucUoa, •• at 

preeut. 

J , Iacroaoo tbo ourtaz ratoo b7 a4op Unr tbe rato oebeclulo abo'"' 1a 

:!:J:hl'bH F . Tba casb1aa4 aftech ot tho cbaaroo in ozoanUoao, aoreal taz 

ero4H aal\ ratoo era ta1NJ.ato4 lD :£dli'bU ()..1 .... d ()..2 aal\ alloWil 1D sropblo 

toN 1D :bbibU ... 1 ODd B-2, 

• • Dleal1ow .... a..tucuoa tor ·-·· pe14 oU.Or t.ba 'buo1n .. o tu .. 

aa4 lta\o poroollal Do\ 1Dcoeo tazoo. • 

5• •••tor• \be oz~Uoa of 41'1'1doado t roa aoraol Federal h>eoao taz 

•• '11114or \be .... .- Ach prior to 1936. Tbl.o will act to roduco rO'I'cuoo 

'but 1o 4.....S .., ilo!>OrtaAt fact or 1D tax oqUH7 l D 'l'hw ot lacreaooo 1a 

ladlYlctcaal ..,d corporaUoa r ateo, 

6 . f az buo'bODd o aa4 wi'l'oo ao W>It o b7 acgogaUa& \hair laeoao, 

t houct> p ond tunc. at tbalr optloa, tho tlllftC ot ooperato roturao , llador 

proooct l aw buobando ADd wiYoo maT tl1o Joint returao, or, a t th olr optloa, 

oepArAto rot\ll"llo, I n tho l attor c:aoo tho hueband aa4 \I» .Uo -.r aacb 

report aDd bo tua4 oa ouch laeoao ao h n ... 4 to 'bo U.Olro W>dor Stoto 

oroport7 1a... . In co-uaH7 propor \7 Stateo tho uou.ol dlnoloa 1o oao­

h.,lt o! t ho eo• r.&.Di\7 laccao to oach .-ouoo; U.o practice f ollowed l a oU.or 

Stllteo 1o l ooo W>Hono. ~to rooulto lD lD .. r otato •arlotloa o ot J'edoral 

ineoJOo taz 'burdoa . In addl tlca, tho uoo ot ooparah r oturao OD&'blu 

reAl th7 huo'baado and wi••• to a•o14 blp ourtu rat .. , wbidl would otw­

wioo bo appllcoble. If t h<o 111cCDU ot hllobaado &ad wino be .-o14ored 

"" pr opor17 coaotl tuUac a Ul11 t, ozlotlD« practlco 1o laoqul table. 'to 

o ... rco .. web lcoqu:U7 U.o taz Ua'b111t7 """" bo dotonolao4 oa tbo baolo 

or t ho ~cropto 1ae•• ot huobaa4 - wito . tho 11ab111t7 \bea bdar 

p rorated to each accor41nr to tbo MoW>t ot bl o lDco.o. Slaeo -

o eop1o bellOYe oqul t7 010\lld thuo be l:lcr cased ADd oh>co tho chaaco '110\lld 

produce YOf7 cubotoatlal rne.Due, tbe propooal 1o l a cluded h..-e . 

' I j ... 
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1· hopo oo lnoo .. DOraal tax u4 mrtu oa ( a ) aalarho of State 
local of f l elalo aad .-plorooo, u4 (b) l ntoroot froa f u turo looueo of 
rect oral , Stat e and looal obl lptloao. 

~56 

-
S. Aaead oooU oa 117(c) , proY1dt nc altol'llatho tu .. on capitol ptao 

M d l ou .. , b r oub otltuU nc 50 percent f o r JO per-t wb.r.,.or 1t oppearo 
ao t hat capital p1aa wlll bear thair due obaro l a tba t aor-a4 tll4.h1~ 
l nco•• tu ratu. 

9 · <:baa&• tho 11111 t oa ourtax Oil pt.,. fro. aalo of oll -' pa 
proper tleo pr oopocta4 '117 l n4JT1doalo froa )0 per cent of aalo prtoe to 50 
per c ent of aale pric e. ( Sootlon 105, a...eaue Act of 1938,) 

10. OhaiLge t he treat.ent of capt t al loueo ( a ) '117 proYldiog a oarr'/'­
fo rwo.r4 of loog- tel'll lo .. eo (not orfoet ap.ioet lonc-teno plao or o tbor 
l DCOIIO) f or a perJod or t hreo JOIU'O, apia o\ l one--teN caJDt l aD4 ( b) ll7 
oxtendlog t ho obort.-h l'll CUf')'-onr of louoo to throe rearo. 

U . 'l'be baote t or doh l'lllnJag ~ltal p illo f or proper\7 preY1ou ol 7 
t rMtlllltted a t d aath ( Section ll3( a )(5) ohall be t he bull or tba pr opor\7 
in the haado Of t ba 4e Ced01>t 1aotea4 of tba f air aarice\ Yalue a\ the tl8e 
or o.cqlllo l U oa. 'l'be bath f o r deterldniog lou ohall lie the baolo oo 
¢ottrmJ ae4 o r t he fair a arbt Yalue or the p rop er\7 at t ho u .. of deatb, 
• hl chonr 1a lower. f hh procedure t or detel'lllDlDC capHal satu aD4 lo .. el 
1o t ho oue a o t bat DO• ill f or ce t o r property a oqlllred 1>7 glft. <:.pttal 
s aJ no no t prm owol7 raalhe4 or oubJoc t to 1Dcoao t ax would t lmo 'boco .. 
t~XAblo t o t he banofl elary if tho proportr wore ool4 o r oxcbaoged, ol taioat.-
104 l n part o. tax l oophole f or CIIPltal catne i n tho proton\ i """DO tax 1•• 

12, .Allo• Do t bolalDO .. lOUM Of lBdl Tlclualo ( t o laclude l ouoe fro. 
p&J'tnoro.bJp o) anct tlcluclarloo to 'bo carried f orward f or a parla4 of *­
or .oro roan ( troa 7aar of crlctn of loee) to be ortoot ap.laat a.t-• 
l oco .. ,.,t DOt oth w ln-· tho firot po .. t l>lo r ear ot orlcta ~ M 
tho taxable 700Z 'beclaoJnc dartnc 1939• !'ldo cballce will t~ore •• 
..rtoct t ba r.,._, f or t ho tloeal 7 oo:r 1911o. fba pupoeo of \ba .......,. h 
t o r educe tha iaequl\7 la taxtnc tlactuaUDC taooDOe - pro-t 18 tiM 
l aw, wblch ia...,Ut7 boco .. o •arr .. rs- with hlgb rat oe of tax. 

B. Corpor a tion lllOODO tax. 

1 . .&llo• a not looo carry-onr tor parpoooo of all corporate 1-
tano t o r a period of throe o r .or o Te&r• froe tho ,..., of orlpa. la 
008J>Utl1V' t h o .,.....,.......,er, .,..Sjut \be 100t l ou '117 cttaallowlag all U,.loU• 
4oducUoll DDt 'baood on coot or llarcb 1, 1913 Yalue and oci41DC taz• euapt 
tnh reot anct t l:e romaln1 041: t 5 percen t of c11T1<!0Ddo rocol Yed• 'l'bo tlrot 
'/OAr of orlgtn obould bo t~-• t axable year 'boclDAiDC clurlnti 1939· tblo 
chan~• r eclucoo t ho r.,.0 .,,.. but to now of t n.cr .... ed 'looolae" tu:oo l t lo 
domed d oolr&ble to reclaeo t ho t noqlll \7 l n..,..l• ecl t n tul"S tluc1u tlnc 
l neo• oo by all owiog t ho CAJT)'-o• &r· fhl o ~· will DOt affect t l:a r.,.o­

nuoo f o r t~o f tacal 'fo&r l 94o• 

Regraded Unclassified
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a. ,. -. _.,.. ,. '•• .._ .... -. ..,.,~ 
•(: ~:-• .! ••• • eftect \M _,.,..._ el u. l.c• w_te .~.:-• . -.... ... - ==. r--· 

'· :r.c-.. ...... ,_ .._.u.. ......u. ,_ 2'lt .... , .,..,..... aa .. -fll..,.u&.U ._ 31' ,_" ..... ., ~..... •• .. ... -~ ..!!: - :;:.-::! 
M ut...,...l ,_ 1' ... I. t• ...... 1 911 Ia \M- el•tcl 
aiMc .. Jt ...,, ••a _. ,_ ',_, ... Ia .. - el .alHilMe w 2l ......... 

"· 1 s •n ... .-u. • ._ • ....._. t=- , .. _ ... _ e1 
ret.rcl, ,..._ _. 1cca1.-.... u-. 
c. , .... , .. .... 

1M lacFI& ... uu •• a.n~ 1=- crlr:aeCM Ia tar -. wlll .. 
re11ce\e&.., Ia pen 1a \be 11.-1 .,.... 19~. ftU ru,u\ te 
OO~U- tM tiaUIJCq --- t.11 .,.... •• ..,U.OCUell el \be 
chnps _. tbe1r ll.-1 .,.... 19110 elfecr\e 1: MCUcnle. u. k:ueuw, \as 
101 so ,.,_ la4lYlacl s.n- \u.s: la \be\.,.... h \o • ..-1 te .u 
r eu su ~Uac "'- a tall ,...r'e IIPPllca\loa ot tbe "MRp"t, u .... 
4Ul0Ml 1RDICit tu MT lie lllpoee4 p~le OC March 15 u4 J- 15, 19ir0o 
oal7, We tu \o lie a ntflolCil\ p eroCil\ecC of tbe 1- tax 4'11: for tile 
\a:ld1e.,.... 19" \o .a""' \be rn- 4ellc1nq. 

lble taz wlll .. aeoeeCCJ')' 061.7 1t U 1: 4eelre4 to esCW'C tall 
n•- laor-• s.a the 11ecra1 ;rear 19J9-110. 

IT. 0\tler Ju1Deee ,.,... 

A. Cep1~ neCIIt 0104 •-•• proll\e -·· 

-.peal \be o.pUal e\oelk \az, elfeo\lft f or the J'll17 19lro pqsea\, 
u4 \be -•• profl\s tax, elfec\lYC for U>e \az&'ble ,...r ....U.C aner 
J- )0,19110. tile .....-al of \bHC ...,.. ... .._. tbe reuwilt, bol\ lie-• 
of \be 'IUI4.eelrel>le aann ot \be ...,..., U 1: a.•t' .,.elza)ls \o rappJ.T 
tbe rn- f...,. \as blleiJlsee pl'lrllSCS tax 41eouse4 lA C 'below. 

J . V.boorpoi"C\:4 bol:lases p1'1rllecs tax. - - -- -
lt~poee a 2 psront bx oa Cprlnlec• .,., 1ncoee1 of ""1Aoorporeh4 

bv.alneee ~~n\erpr1ese lnclu41Jlc 8ZJ:f ti"C4e or 1n>tlnsse vblch, 1t cOD4Dcts4 
01' eJ~C~~Ce4 l n liT a corpcretloD, vo'Dl4 'be ''"""'ble Ull~Cr \be iDeo- ttlt, 'but 

• Regraded Unclassified
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ucl.U-c \ho prot .. etou a4 -v - Ia *lela •re tMa 10 JIOI'_, ot 
u.a IJ'OOO l11- h tn-1Ye4 t- .._pol'~ a-s- r.tne4 ~ u. 
la.dlrt&ul or .,. ,...ora ot \ha par\Mrolllp w ••• •U\;r 1a •s• 
cepUol h 110\ a •&ert.ol lo~C.C foo&w. 8J'rtrtlop •' s-o 
h totloe4 1a oll "•"'- 111 Ulo - - ao u. •' s- of ......,.... 
U oao h t.otlaot _.ar \be Bat • .t.o\ of 19JI aoop\ U.\ (a) \u ..,, 
111 toraa\ oa ~·• •• o'bltpU•• llolt 1a -o\loa •• 0U'1'71tw • 
tro.ao or 'boaetuaa oball 'bo lool,..e4 Sa \lao \uMla.'-"1 ('II) ..._U•• 
aball. 110\ 'bo ollon4 for (1) nat palt oe -.s.ooo pnpert;r, (2) \ano 
po!t oa 'boaoSaaoo proport;r, (3) lataroa\ palt far oepnal •ppt Sa .. 
'bll aiD .. ao oat (~) toproolaU• fll 'boalltlaco; .a4 (ol \lao teho\loa • 
accCNA t of \be por~ O&rYloo of 011 1Dtlrttlaal or ••• fll a ,.r\Mr-
ohlp oball lD llO - ex 111 ! $5,000 par •oil LDtlrtaol or ..... .t. 
opoeUSc u~U• of $ 5,000 h oll owot fU MOll oatorprl .. . 

c. Corporotloo prSnloce \az. 

I10p0 oo a II p•ro•t tax oa Uta prSnleco •' LD- ot oorponUooo 
4ot1Ao4 •• SA (1) olio••• except for tho Ualtatloa 1a (c) 111Uoll &ooo 110\ 
APPl7• .t. opaeltlc UODp tloll ot , 5,000 h allowot. 

.t. ooaparlo.., of tho bAoo for t he corporatloa prlrlleco taz aD4 U.t 
co,oraUoa lnc•• tax ~ -.Jor 1D4uotr1.U F""ll" h ohon la b:ll1b1\ I , 

Tbo t&X 0 ; o; nl •= (ll al (tl a· ahall be pe.Jablo 1D two 
inetallaenh 011 llarcb 15 0114 JUDe 15. 'l'he purpon ot the .. ~ut tatoo 
lo to oecuro a441Uo""l 11eotet r ... onue 111 r ltca l 19J9..1io; other..Soe lour 
illO te.llaallh alpt 'be allowot a a 1n t he lllc ... tax. 

T 0 !!xche Taxoo 

1. I11crcaoe t h o axel•• t&X on beer fro• $5 ptr barrel to $7. 

2 . Increua U.o axel .. tax on t1 oU llt4 eplrl h, except braDd;r. 
r roa $2.25 par pllon to $2. 5<) par p llon, ant 1...,. a correepontlllc floor 
otocl< tNt. 

3
o Sblft the present tax on radio part• t o a to.z on cocplotot ro41oo 

end l ncreu• tho rate to 10 percent o 

• 

4. IIIJ>Ooo 
0 

'"" on the grou r ocelptt of radi o brolldcaoUnc coopanloo. 

I e by 50 perc en t t ho r aleo of tu on tho llWU1ulnetwo of 
5· ~creso _ _. utf Tho pr e oent rate• on clgaro aro !rOD 75 conto 

e l t;uo, touacco, ,..... an • -• t th l g)>t o u4 ce p er thouoond t o $13· 50 p er th~oand, dopa~ llC upon ° wo • 
lObtiCCO and anutf o 18 C"'h par powulo 

' 

• 
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IU . ..... -7 

6. r or \u pu1o4 froa ilaio ot - • '-"' t o .r,.. ,30 ,19110, laor .... • 
tu peoUM '-X rr- 1 oq\ per plloll \o 2 -h per p11oll, ao4 u..r .. 
after ilaona .. \bo rate froa 2 -h per cal1oll t o 11 oollh per plloa, 

hboU tu\o for \be proooa\ \ado Oil tbo tr ... ater of boado aa4 
a \ax baoo4 Oil \bo oalo p r1o• U..roof at U.. rate ot 1/'4 of 1 
1a boU. lu\aaooe. !be p r110at roteo are 

loa4• :.. ~ ooah per f100 taoo 'llll'M; 
lw~ ~ ...,.h per •100 par 6r t- YOlu or traoUoa, 

or 1t wUbcnat par or taco ftlu, ~ c•h per 
lllaro. ._.,.r, lt 10ll111f: pr1ce h •20 or 
onr, wbotllor wUh or wHhou t -pe.r or face YOlu, 
tile ro\e h 5 oeah lao\104 ot lj coah. 

a. ... ..... , ibo cbook ,.,. wh1ch loop104 Deo•'blr Jl., 1934. !be .... ,. 
ot thh \ax waa 2 -h per cl>ook or 4rott . 

9. llo4'1lCO tbo prooc\ •-Uoll under \ be 10 percent aila1101oa "'­
troa 110 o•h w 20 -'"· 

Regraded Unclassified



~It&'-\ ot Dlleortloed lletbo4e 
~,, Iaoreaahc faa -..-,-- --

~~~~ere.- ·~u-• 
bcn....S r aw• \a eq1lal - ...... taz raw• 

ID_.,.,.., 
Oreo.tl7 tncre....S porecllal nrtaz rawe, ~l 1a 

tap 'brlld<eh 
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Deon....S per-al _. tea117 •-ll•• 
AccncaUCD ot t•UT 1-• t or taz o.,..tau• • 
r..,oetttoa ot :r..laral pereooal ao4 oorpera\1011 ~ 

&....1 Olll (1) tDwreet tr .. tD-.. h-• et 
hderal, Stato, an4 local 'bOD4al (2) ......,, ltaw 
_. local oalart•• 

hcra....S oorperaUOD t n- taz rat .. (\a 'be ott .. \ 
1a tDtve 78a1"l 'b7 looo .,.,...,...,.r) 

OU.r obuc'O• 

'"' 'llllataooo pri.Uoce taa • oo,..ratt•• .a ~ra ... 
lnP.eta .. o (pre..,.\ COII'llal o\c'* .-& ,_ .. prefth-. to 
'be rapoalo4) . 

:loor 
Dlottllo4 epirito 
to'becOO (oU.r t"-8 otca"UH) 
O..Olt.Do 
fr811otoro ot o\c'*• ea4 11184• 
.&dalectoa o ('b7 4ocroae1111 ~\tODo) 
J.d,1oo 

low oxcloo &....• oo 

CM*• :la41o llroo4.C&OUAC I .,doe 
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Ieist ,_latla .. lie r:n I Sa 1*-1 19:Jt 
•'"• ...... JftWIII• *l* eUfte • -...... ·"-., .., .... -...... -., ... ... -~.,.. ... .. . ............ ... 
NeVi ........... ., ftU.. ........ --._.. .. u ................ ., 15 ... .,... ......... ,. .... . 

tn 1 ~ 

,.._,.., -.-. tu • ta&1't1tule _. 
-.enU•u ..... ,e4 u a.---... ef tM 
1-- ..... 1,, 1--· ~· ..... 15 
... hM 15. 19110 • ..... ,_ 
j&litl.-11/ 1 _,a pll• ea .... u .. hr 
... f1Mal 7- 19»-19110 eal7· 
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T w ...... . _. ..... . .,.. ...... . 
(W• ~~ : 

o-t ,_ 
10• 
10-

~= 
&1-
10-

100-
1!11)-
2100-

150-c: 
~= 
100-

1,000-

' 10 
10 ,. 
... 
&I 
10 

100 
1,0 
IDO .., 
= 2: ., 

1,000 
2,000 

2,000 - 5;000 
5.000 - 10,000 

10,000 - 15,000 
15,000 - 20,000 
20,000 - )0,000 
)0,000 - !11),000 
!11),000 u4 onr 

Mill•. 

• _., . 
"'' .... ,. (h" ... • .... 

. tti I ) I 

• ' ' 10 
10 

10 
Ill • • , 
!10 , 
~ 
100 
100 
2100 
310 

1,000 

),000 
5.000 
5,000 
5,000 

10,000 
20,000 

' • 1a 

" 

• • • • • 
I '~tlw .. 
• 

·J62 

),/ 'fb& epeoltlo ...-p\loD ll U.. - ot U.. tollowlllll Jor • wl ... , 
t)o,I!OOI a wltowr, $15,0001 tlnt orplwl 'QII4ar 21, $)0,0001 aM 
-'> other ohl14 aD4ar 21, .5,000. 
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~· '- ~- or -.ata o t t u aJI4 ottoctbo 
lili• oa .. ~a ... or aet utato ( beto:ra Ulbl;>-

U oa) ~ ~ p :raM '!' law aJ14 l&Ddor t l» 
propoeal. - --

... oeiato I .pounta of iu I Zftoct be :rat oe 
'bofo:ra ueepU oa ! /1 fneont I hopol&l I P:raoont I hopooal ~ln t houeandll 1 law I I law 

• 25 • liDO .,. .~ 

~ 600 .,. 2. 0 
1, 800 - 4.5 

~ • 200 } , 4oo .~ 6.8 
600 5.4oo 1.0 9.0 

80 2,000 10,000 2.5 12.5 
100 4, l!DO 15, 200 4. 2 15.<> 
200 19, 800 47. 500 9· 9 2).8 
4oo 58. 600 129, 200 14. 7 ,32. } 
600 10~, 1!()0 225.000 17. <> ~·5 800 1 , 200 ~·4oo 19. 3 ·3 

1, 000 21.1,000 ,800 21. . 1 44. ? 
2,000 543. 6oo 1,0}1 , 200 27. 2 51· 6 
4, 000 1 ,~,800 2, 270,6oo }4. 7 56. 8 • 
6,000 2 , , ax> ~· 530 , 200 41.0 ~.s 
8,000 ~, 658 , a:l0 , 810 , 200 45. 7 .1 

10,000 ,~6,600 6,090, 200 119. 4 6o.9 
20,000 11 , 5 ,800 12, 789, 4oo 58. 2 6J,9 
4o,OOO 25. 43,. 000 26, 988, 6oo 6}. 6 67.5 
6o,ooo 39. 33 , 6oo 41, 488 ,l!oo 6ij. 6 69.1 

100,000 67,}}4, 6oo 70, 6ss , leoo 67. 3 70. 7 

'fJ 'rite , .. IIJ)U OD under t he p ropo&&l on thO bUh ot 19}6 4&ta h on an:rac­
$21. ,132. J'o r tho p urj:<>OO of t hlo ooarutatloD., ho- r, a $20,000 
OD IIJ)U OD W&l a .. UMd . 

• 
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a 

10 

- fGO 
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T?Ne• 

,., .... , •• s-u 1 ' &., ... ,, 7 I • 
• 

~ •,;: ;, I #'nr -se:r •a·-:-: • I '* • - ., ' -.,. -1 • • 1 - • I .. • - I .,. 
I - T E .. • II • - • 11 

10 - 11 15 1oGflrl 
11 - a 11 1.1100 a - u G 1.-u - 11 : I,:JID 
11 - • • •• • - • » i•!lfO • • - • ll .,oo • - • 5.= • - ~ = '· ~ - U,!IIO - ... u l5,GIO 

"' - I ::;: I - z: - .,. !'7'0 .,. - • .. .100 • - "' ... ,100 

"' - 100 :z .. 7.600 
100 - 1!10 •• 600 
l!ID - 1110 ,, 11.11,100 
1110 - ,.., " la,100 ,.., - ,., ~ ~·100 
!100 - ~ liD ,100 
~ - 1,000 .,. 675,100 

1,000 - 1,000 R 1,1105.100 
1,000 - 5.000 ,.625,100 
5.000 ...... 75 
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AI 

. ., 
1 
I .. , 
z • lO 

11 

" ~ 
J.l 
10 • .. 
! ... 
I 
71 ., 
90 

100 
1~ 
l!OO 
250 

~ 
500 
750 

1,000 
2,000 
5,000 

- -- • 

• 

1110-
Jaeh of tu coiiiP'IltaUoa tor p~eall ro~ oiiiiii?U.oa tiiOO allewf. 
u a .s.a...ouoa tor llo\1• ao..-1 ..a .vtul •-" lllo•• on4U of 10 ,_ 
oeet u4 ~. 1- u4 wpper NftH t.ao- lla1U of $},000 •4 $111,000-
,_, OOIIIP'Ilto4 011 aet la- at'\er to4aoU•• poreoul ollllll>'io•l pwvpoeo4 
tllarouo4 ..... tu rat••l 8D4 DO..al tu II po..-t. 
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II!!D!X! G-2. -167 
JluLlMJ~Ua li!L..Cl~ _, ef lau• t&i 1!.Ull 1 ~~- ot \M 

ef \u ..._ ,..._, 1e .!, a a .tt .. u ... rate 
• •oler PI'OpOMl 

lelee\e& I 
...,_,of tazlJ I ... I I .lltteou ... ra\e 

la-• I I I 
(tbOUMDU 

,,.._, 
PNpoul I ....... , Propoeal 

le• 21 I I 
af daUIEil I I I 

~ 21 

• ·' 1 
a .. , 
~ - • 7 • A - o.2jl 

219 1.11 • • 1111 IIJl '·~ 
lQ JIIJ 679 

2.~ 5. 

u 522 975 ~:~~ 6.1 

111 721 1,32J 
1.1 

16 9111 
5.2 9.5 

11 1,195 
1,7J1 5·9 "10.!1 

20 1,1169 
2, l!OII 6.6 12.2 

22 
2, 752 1·3 1).1 

211 
1, 713 ,.310 1.1 15.11 

211 
2,137 , Oil 1.9 17.0 
2,951 5. 71111 

t 4,J05 
10. 5 3>.5 

1,~ 12.~ 25.2 

Ill 
5.m u, 14. 29.1 

~ 
1,001 16,011 16.7 J3.5 

10,589 3>,1011 11.9 ~.2 

72 
1~,577 25.701 21.2 .2 
1 ,99) JO,TI2 ~.6 112.7 

10 3>,161 ~~:~ 
.1 ~.0 

90 26,229 29.1 117·2 
100 l!·997 =· 12 

~·0 119. 
1, ,1198 .51111 1.~ 56. 11 
2100 911.132 120.056 117. 6o.o 
250 127.766 156,0211 51·1 62. 11 

~ 161.700 192.0211 5).9 611.0 

2)1,~ 265,000 ~·9 66.l 
!iOO ~· JJS.ooo .7 67. 
7, ·~2 522.972 65.1 6<).7 

1,000 =· )6 
~2,916 67.1 11·3 

2.000 1. .Ito) 1, 2,111 72.11 711.1 
5,000 J. 711.370 J.l22,116o 75· ' 76.5 

llax1na ..,.._. taoo .. a11..e&. 
:a .. s. ot tu o....,...tottoa tor propeealt Pereoa.ol •-\loa $20000 ol.­
low4 .. o tlo4w~Uoa tor llo\b u..-1 oa4 n:rtar. • .,..a Sa0011e erHi\ 
ot 10 pel'o•t oaa tbe lo-.r oa4 apper e snoeol laooM 1Wh of $),000 .a 
$14,000 •r' , ~teol oa aet t•- olhr 4ecblo\la« penoaol • .,.. 
011ptloa oa4 ore«tt tor al!> .. a..te; propoeeol tacreaee4 rGrlaz rotu; •a 
aoJWOl tu II per e•t. 

• 
• 

• 
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-
TREASURY DEPARTMENT 

INTUt ~ COMMUNic:A11Citt 
'72 

DAft Ocwkr a, 19)1 • 

'1'0 •• ..... - Mr. n..p (?/} 
~Jootl JleU!He ef raldac ...,\lOMl '- , ....... 

7e ra1 .. .- •eoUlM- et ti.ooo.ooo,ooo ...,u-.~ ~ N\'­
wt u prMa~tly ...... u ... .u e1 ... ...,. taar-• ... cn'-4 .. 1 ..... \M1Jo 
equ!Yaloato, alooo lllaetu .. _. aaUaaal tao- lDC>HaM RbotaaU allT 
.,..,. pn-t ~ole. 4 ltrtof _,. of tile ........ h •- lD 11:11.1\ U .t.. 

a.-.. tile lacraaoo4 rat oo aD4 on tu: .. .S.oc:ribo4 wi ll 1A t act pro­
bee Uao ro.,.SN4 $2,000,000,000 h prob1- Uoal, tor t.breo reaooao: 
(1) !lao JH.neioa el .... _.. •4 ltaUotloo baa f 0Wl4 1t p11Jrale all 7 
t apooet\1o to prepare tbt oott.atoo of ylol4 f or - of tbo tu: .. wl u.ta 
U.. aoooo&U7 tbo u.lt; (2) tbt u t t.atu aa4o tbuo t ar oro t or t u: .. 
ooall14oro4 MCib b7 !holt wltbollt rotorOACo to the l~t ot oae tu: oa u.. r ......... troa tbt otllore ; .... .... , lllport aot, {J) Uao bade or tbt 
••U•too baa of M eo .. t li:r baoa t bt • c:oo-.r •• 1t woo al tua.ted bator' t bt 
t11poll1 Uoa ot Uao tu:oo, a llo 1a a otu.al fact the tohock of 111ch a l arp 
taor ••• to tu:oo ta eo tohllrt a U a o a tpt eo dh rupt 'bulloooo &D4 r o4""o 
tho oatloaal lac- a• t o H r1oual7 affect tho t .,..pro4uctoc -tv of 
Uao a olo tu qota. 1 / 

It to .._o4 lllpooliblo to tocroaoo t h o .. .., • .,.. b7 , 2,000,000,000 
1D tbt ....,.r•t flooal yaar 1938-39• lu.botaoUal 1Dcraao .. 1a " ••• 
• 1Cbt ba o.-ro4 for t hat ya.r at thor b7 paootac tu: lociolatloo a t a 
epactal oouloa ot Ccmcr••• boforo tba oa4 of tho calea4ar JOO!' 1931· or 
b7 paootar; t u: • ..,......, 1D tho earl7 aoaU.o of 19)9 r otroact l n t o 19JI· 
?ba u ... t.aatapo of oltbor aotbod .... porblopo too obTlouo to require co- ,. 

It tba ccmtlaulac t u: cbaor;•• d .. crl bo4 be reb wore pa11ed 4ur1ac 
tho rol'llar 1939 aou loa of CoDCJ' .. ' • .ubotao tlal parte of the 1ocreaoe o 
would be efhctt•• tor the tlocal JO&r 193~· but the protT&D ao • 
wbolo would a ot ba•• t t o tull affect oo r o•oou.o until !local 194Q-41, 
and 1n a lnor ro opooto t h o lull oft oct would be 4tl&7•d unti l fl ocal 
1941-112 (clllo aalnlJ to f tocal 70ar bee•• tax retllrno and delOJOd e ot at e 
t.ax r otUJ'llo). To prodw:o t ho doolrecl reunue for flocal 19J9-l!O• 
opeclal ta.porary lopolattoa would accordlnsl7 be oeeeooaT7. J. brief 
,_,.,. of lepo.lattoa to ace-litoh Uat o ruul t 11 oho• 1n :ExhlbH J. 

!/ llaoo tile a \cft .,.. wri u ... , ooU•tu aa4 l.ntoll~' P ••• • 
or rotaa w ylo14a la41cato t!lat tile a4clocl ..... .- llkol;f to b be ~9oc3~

1~ 

• 

troa tba 4oaortbo4 tu cbaap8 1D a t'o.ll 70ar, a t tba probe l o ~ 
l nal , .-14 ba abort of •2 \1ll1oaa b7 a 'bo11.t •200 a UlioDO . Sao bhibl t J • 
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1 ~ :'!:._.~·~~~~ ~ ..... ~.. -" 11 r'"e ._ • - .. --- __ ... _ , .. -
1 dml-- lth .. U Ill lito M ..... 
!!.. Ia : <.,, ...... : =· ..,. ...:. .:-... -::..-:.:-, "1' . • ........ 
--· no J .. elll"-l .... - b ' d 

, .. tl.-1.& •t ~' Sa II .... ....... en • .: :.!'~I ::. 2:.. 
0 • • - .. -- .. ... • ...... • --~--- I I SletJil ~~~ 11111 

__ _._._. WSIIJ ., .... 1 US -~~~z:..~=-s·.~lle ... lmfll ..,, ..... -. ......... .,--..... -......... ..;:;. ... .. 
••:-... ., ~ ., inll""'-' ·- __. ·- •. - ·--- - •-•&latres ll•-'llllm• • 

- ·--· ?' •• ,_ ...... ,,,."1· 
I .......... 

~ 1; ? • ta~~a ..,use ~u. ,._,llo,oao,. • ..,ana.,....._ 
• 'lllr. w a "• ., tau .... --.thee .n "• m • ....nt• 

,._ \M ...- ....,., It \M ' 'mt &e .-ftft& litJ 

l'or lllaialevatlw pcpoe•• a "•' .... ute ~ti= et tlJ),ooo .a..u, 
boweuaz, 'M •"• 11, lrre....-lw of tile ..W.,."" ell ~tleritt. 
h b ....... .a \lla\ - ........ \U ,, .. , tf ·~· .,.Ml wUl ...... 
111&11 \M ..,Ult .....,u. tr. ti!O,OOO \t 'M'- 100000 ...S 115,000. 

2 . !w IOU \M et\att ta n\M ll.r ..... U.. \M n\t 11' Me ..,_ 
lP btal~u o. 11» _.let& -'f..,. _, ..,. • ,.. te .... u- ...s ...., 
.... •••e\t& lP ~•u 11 ..a ...._ lP ~· fora lP -.-.t\ a. 

J. ••et•\t \M ti!O,OOO ..,. .. ta lw mw enlwttL 

~. ..., a ,jolP\ reeo1..UM lP h~ 19" ellelPaU .. \U pronahe 
diU ell 1 .. U e•1•n $t ft.1.- M oetett .. of tilt Mte - JW01f tf .... \M 
'''''"''' 4eaU.. .,. rM\rle\1-. \U perle& for fUlPI wtate ... ..,._ \o \w1w -u.e lat.._. 6f fU\tM -u.e et\ol' .__. ee e\ pro-\. fto 
tffot\ fd Wa rooo1w.U• .-14 'M \o l"llP'm\ Ulo rouev • tor tile tltMl 
.,_, 19,..-o \o \U -'"' tlla\ pii111S\ of oetah -. oe t110 oe\a\oO et 
4oto4oe\t tTliiC 4viDc \U porlot. jp~W- 19" 'WO'Ol4 ou-wlto llaft 'Mm 
4tforro4 •U1 fd\or ~- ,0,1,ato • .Y · u. •tt• , __ 

1. Duratt \M e 1 ell_., fd ~rot Pf\o por .S..- hw 
~.coo ,. tz,,ao. 

z. ••bin \M ..,oot.flo elf\ ... .-.•toe troa. ti!O,OOO \o t15,000. 

Y After tbe tt\lewl\oo wero propero4 U wo'al4 8PPeel' *' U1o rot lPos 
arnee 1a 1,a.G ~4 eo\ w croet _...,. \o ,....._,a 11Poo1a1 3olP\ 

neo1•U=. 
• 
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ltr . ...... -' 

3· 1_. ... \be elf\ \a raho \o the ·-· for Ulo oo\ate \aL ~ lnel u Ulooo propooecl 

~. Dhallow tbo 4o4Dct1aa for tuoo paU. eUler the buoinooo tuoo 
.-4 1\a\o per--.1 ao\ tAo- \axoa. 1 

5· •••-• \bo oz.-pUoa of d1Yidoa41 troa norul lecloral lncoae taz 
ao a4or \bo !toY- .lc\o prior to 1936. Thh wi ll act to reduce rnmuoo 
bu.t lo 4o•o4 u boportu\ factor la taz eqult7 In YliW ot lnereaoeo 1n 
1o41Y1dual .,d corpora\loo rateo. 

6. f ax 1Nobaa4o .-4 wlYII aa unit I b7 accropU~~& their lncoao, 
tboucb p oral tt1tlco at thol.r opUoo, \Ill t111ac ot .. parato returao . UDder 
pr .. .,t l aw huob&Do\o ""' w1Yoo 807 fllo Jo!Dt retur111, or , a t their opU oa, 
oopu•t• roturoo. I n tho latter caoo tho huob&D4 ao4 the wife -.:r MCh 
report AD4 be t azecl on web tAecao at 1o Yi..-4 to be tholro under State 
orcport7 l aWI . I n eo.....Ut7 proper\7 Statoo \bo uual 41Y111~1l 1o ono­
h.ut of t he c......Wt7 l llc..,e to each opouoo; tho pra.etleo followed in o\llor 
Statu h leoo uatrora. Thio reeul to la 1o tore tat e Y&rlatl ou of J'o4eral 
loco•• taz bur4.,, b a441t1oa, the uoe of 11parate ro....,.. enableo 
naltliT huol>Uida AD4 wlY .. to a•old lll&b ourtaz r a t u , wbl.d1 'IOuld othllr­
wlu be appllcable, If the lneoaee of lluebande and w1Yol be eoD014oro4 
•• pr oporl7 c aD a U tuUac a UD1 t, enoUII& pracU ce 1o lnequl table . To 
ourco .. ouch 1Doqult7 Ulo taz Uablll\7 u;r bo 4etoralu4 Oil the bade 
of t he accropto lne<ae of hueb&Dd aod wlfo . tho 11abll lt7 then bolD, 
ororatod t o oaeh aceor41QC to tho .,.ount ot bie I ceo•. Stnee I!IIDT 
p eople bell iYI oqul t7 would t huo be lncroaoeJ Md olnee the chaD&• ""ul4 

0
roduce YOr"/ oub otutial rnenue, tbe propooal h lnelu4od be.ro. 

• 
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1· lllpooo 1.- ""r.al t&z M4 ...,.taz Oil ( a ) llalarho of 1\ate -
local offlctale ucl ~lo7 .. e, M4 (11) latar"t fi'OII ht-Gre 18- of 
J'..Seral. 1\ah ancl l ocal o1111pU olle. 

8 . Aooeacl oeoUoa 117(c), prondlDC alhl'llaUn tu:eo Oil 011pt\al plao 
ancl. louu, 11)' w11eUtuUac 50 perc•t for 30 peroat -.renr it~ 
eo that CIPltal plu wtll 'bear their clue ehere ill the tacr ... .a tMln~ 
tnco•• \ax ra'••· 

9 · Chane• the Ual t oa .,...taz oa ptne fi'OII llale of oll ..a -
properUu pr oepeote4 117 tncltnclualo fl"'8 30 porceftt ot llale prt .. to ,o 
p orcoat ot llale price. (Seetloa 105 , ...,_. Act ot 19,..) 

10. Chane• the tr .. -•t ot Cllpltal lou" (a ) ll7 pl"'Y141ac a -rr-­
fonrard of lone-ten loueo (..,t ott .. t ~ut lo~~C-tan ptu or ot!lel' 
tocoae) for a perlocl. of three 7eare, aptut lo~~C-ten ptu1 ..a (-) '1117 
extencltac the abort-ten c.rr-r-onr ot louee to thrM 78""1• 

u . Tho 11aele t or cl.etenlDJDC c;-pltal plao tor proper\7 prrrl01Ul7 
t r 8ftetitt..S at cl.aath ( Section UJ(a)(5) oh&ll he the 'bub ot the proper\7 
J D the han4o ot the dececl.eat Jutead of the t&Jr aarl<ot Yalue et tho U•• 
ot &cquloltloa. Tho 'b&ole tor d&tonJaJQC looo ohall he the 'b&ele eo 
c!etenolaecl. or the fair .... Ire\ Ylll,.. ot tho propert7 at t he u .. ot cl.eath, • 
whJehenr 1o loWiro fh11 pl"'ceci.UJ'I tor clotorUaJDC Cllpital p.lDI 11114 lo1111 
Je \ be lUll &I that DOW Ja force for property &OiluJP..S b7 pft, Clipl\al 
gatno no t prntoual7 rllalhecl. att .,.bJoct to taco•• tu: woulcl thao hecoM 
t~UAble to tho banotJcl&r¥ lt tho propert7 wore oold or nehenc..S, ollallllt­
lQ& JD part a tax loophole tor CIIPlhl plne ln tho prooont taco .. tax 1•• 

12. J.llow aot 'bv.alaeeo loooM of li141Ytdualo (to Jaclu4o loeHa t.-­
parturehJpe) 11114 tlcl.uctariu to he carrie<! tonror4 tor a poriocl ot thi'M 
or acre 71aro ( fro• 7e&r ot crtciD ot loll) to he otteot ~·•t .... , .... 
lllcoM 'blat aot othor iD~· !he flrot poul11le 7o&r of oriel• ~ h 
the taxable 7fleZ' bactDDlBC cluriDC 1939• !bh ..a.-o will th....tore •• 
..ttee\ the ..... _., t or tote thcal 7o&r 19110• fto ,...,...,. ot tho ......,. 11 
to roduco tho luqut t7 1ll taxtac n ... -uac l•-• - p.--t 1ll tM 
1•, *lob ltaeqlai\7 b- Yll"7 earl- wttb bl_,. ratH It tu:. 
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acr • ._.- 5 

f. I I- ....... - o ......... llllfrl 
at~ HI# 101 to ~out tile -"ooto ell tile J!!.-a, te Jl'l .. l 
(1 • .....,, Ia-== • ,_, -- -·-

,, s- -I &? •• ~-~ ' A "w t... m .,....... .. .. _olpoa&aU ,.._, ,..,,.. .... ~....... .. ... -~~ ....... 
tout...,...lt'l.-151 '~- ..... ._.! ... _:='""· 
UMo to'ltJI 1&11 ..atw.. 'JWIIHt Ia-- ot -.l.._ tetel..a. 
JWIIH.. .. 

It, 'sru .,.,...as.• 1 ._._ ..._ .. ,,_,..... '- ot 
·~ ......... 1.-1 .......... . 

0 I •• I .... : -
· 1M • ; re' woe r Awl..& ~- ot-pe 1.a ~ .._. aU 'te 

~S..:'~J:" ta *..!1.-1.,_, 19~. ft~ r1 ;eat te 
-.awe Glj I fiT tww - fiiU .,.., •• ..,uoatlw ell tile 
et ..... ..u n-1.,.., 19110 .tf.oh 1e -.llct~. u, ...... .. 
rev ,_ bAlrUarl Ia aar taur l.a tllat.,.., 1r \o be ..-1 to tile 
rer ....-ltl.as ~ • fllll. 7ea71 • IIPPlloa\lw ot tbe o!te•ce•, w .,._ 
IU"-1 I= ta -r be ,.._ ... ptlpU1r oa llareh 15 a4 J- 15, 19110 • 
~. ~t. tu te be • nttlatwt P-MV of lbr s.- taz 4v f or l he ._,J• ,._ l!J" te-a,. tb8 ,...,_ 4atlo1180)'. 

lldr tu 'dU 'te -•IUJ' ~ 1t U 11 4erlre4 t o ••""" Nl 
woe 1 1Mr rr ta tbe U.-1 .,_, 19)9-llo. 

IT. Otber -.as-ee taar 

.. G.pltal ...... ·-·· J!ft!lh -·· 
lep 1J tile -.1w •'** tr&, .tr.ourr t or the J~ 19110 pspat, 

u4 tbe ..... pretUr tr&, ettrotlrr for tbr - lilA 7IIZ ...U..C aflu 
J- )0,19110. 1M rrpnJ of u.ere '-r reDDer \be ••••"'" · lla.\ -· 
of tbe .Urlrr"lr -"'" of tbr MS~~r, U 1r 4rer4 ~1• \o - lT 
tb8 ,.., u frc. * h.ri..Drel prlrlloco taz 4hourr4 1.a c 11r1ow. 

I, 'IJ'aiaoorporatrl h.rlDirl prlrllOCO tu. - - --
I~•• 1 2 prro ... t taz oa llpr1r11rc• 111\ 111c-• of 'GDI.aoorporate4 

bwtlaeu .,\rrprle .. 1Jic1u41AC urt t rade or 11u1ne11 vblCih, 1t coll4v.cte4 
or ercacrl 1.a 117 1 oorporaUOD, vo'lll4 111 \&ZI'ble =der tho l.aeoee taz , wt 
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lltr ...... -' 

........ tile,.., ... _ ...... - .. *'A-- .... .,,._, fill •• ..,.. h•- 1e ._. ... "- tM ,..-.1 ._._ rn'1r.,. l!r U.. 
lll4.tne.1 • * hra e1 Uae ,_._..*• • • ._ ..u~ ta asa 
011)1\al h Mt a •Mnal hI al .. I' ... fMWo ..... ..u.p -· t-• 
h f.attaet la aU "••-'• la ... - .... -· ._ - -..-u- h ...,._. ...aw u. •• • Aet fill 1931 __,. .._, (a) •• 1 , 
1a ... at • lwtw l aUtptt- lleU.la -tt• 111a ~ • 
Wde - .... " .. ..u .. lMl ..... la ... .....u •. -.., ('II) ..... "_ 
.UU Ml 'lie •ll 11:A tw (1) nat paU • 'llutu11 ,...,..._. (I) ..._ 
patt - ........ ". ,...,.,.. (3) ....... , palt ,_ -.t\al =··· .... 
baaiae••• _. (II) tepraotaU• fill ht1tlap; _. (o) U.. ..._tt .. • 
un•t ot U. per.-al ...-toe ot • llltl'l't-.J. ar .... fl a,...._.. 
eldp Uall Ia M - e II t5.000 par .... llltl'l'tt.l W ....... A 
apadtlo ....,u. at t5.ooo h .u .... tar ..... ··~ .. . 

0. o.,.,.. ... prt.U .. taL 

~~- a II ...,....., ._ .. "'• prt'l'tlecl •' 11- ot _,..u_ 
uftaet u Ia (1) .-. •• no.p\ for \be 1181\&Uoa 11 (o) atq .... "' 
~~WlT• .l .,.otfio a-pUoa ot f 5,000 h allowt. 

A ooar-hm ot \be l>&oe for tho oorpo .. u .. pr1'1't1oce \all u4 \lao 
corpor&tl oe l ac•• t.u by -,jor hdv.a\1'11'1 ""'''''" 1o obo.a 11 ltD1 loU I. 

The \u J J •••• Ell • (1!) -~· I aha11 loo ~ablo 11 - •• , 
lna t allaeD\o OD ll&rch 15 eD4 IWlo 15- 1'M JNI'POIO ot \hoto ~eat - 01 
1o \o aoCNI'o a441Uoaal ... u4 ,._.,. la !heal 19)9-llo; o\laerwho fovr 
11a \allaeah alcilt lie allon4 &o iD tM lac- '-"• 

T. J:acllf Tuea 

1. I ncr oaao ' h o exclao tu oa looor troa *5 por llarro1 t o *7· 
2 Iacreaao the ol<Ciao tu on 41aUlle<l aplrih, ucep' 'braadT. 

f r • $2. 25 per plloD '0 f2.~ par pl1oa, oD4 1"7 0 corr .. pandia& fioor 
at.oek t u. 

-•• t t o a t ax on coap1ote<l no41oo 3· Shift t ho pr e u at tax on r ...,..o par • 
md 1ncrooo• \ho r ot.o to 10 porcoat . 

- • - ooo r ocelph of ra41o broa&aoHDC cocp..,.leo. 4. I.pooe a tu on ~ ~-

t of tax on t.ho ..... utactvo of 
5· Increaoo by 50 parco~ t h• r :..:"rateo on clp.ra are t rOD 75 ceoto 

c lt;ara , t.ol>&cco, 8D4 mv.tt. • P~•• dapODdlDC upoa \he weight; and ce 
per thoueud t o $lJ. 50 par t hOGIID • 
tobacco &Dd oav.tt , 18 ceah per powod . 

\ 

• 
~ .. Regraded Unclassified



Ill'. !laue - 7 

6. J'or \be per1o4 fro• 4ato of eMCtaont to J~~a>o JO.l91i0. lncr•oo 
tbo peollu \az fro• l cent per sallon t o 2 c•to piOJ' calleD, aDd tboro­
attor c!Aior ... oo tho r ate f~ 2 -ta por aallon t o 11 conto por p.lloo. 

1· 
otool<a , 
porout 

l!lubet1 \u\o for tbo pro .. llt taxu 011 t ho tre&~oter of boDdo alld 
a \az ba .. d 011 \bo aale prlco tboroot at tho rate of 1/4 ot 1 
ln both lna\&lloaa. Tbo proooDt ratoo are 

Sonde - 4 
Stocke- 4 

canto per $100 face n.lu: 
cento por $100 par or !aeo n.l11e or tractloD, 
or 1t wHbout par or taco ...Uue, 4 cnto per 
obaro. !-Tor, lt oolllDG prlce h $20 or 
o••r. whether vi th or vi tbout par or face 'ftolua. 
tbo rate 1o 5 canto lllotaa4 ot 4 cute. 

a. ...nact tbo cbocll: tu vblcb lapoo4 llec-bor Jl, 1934. fhe rate 
of thlo tax wao 2 cento per cbocll: or draft. 

9. Reduce thAI preoen\ e"""pt10D undor t bo 10 percent a4alooloD tu 
f~ 110 c..,ta to 20 c ... ta. • 

- .6 ~ ~ Regraded Unclassified



Deoreue4 ·~uoao 
IAcnue4 rake to ......,_ - ••'-'- taz J'eMo 

Ia- '-• 

OreaU;r 1DC"uM pOJ'eoaal ..,.\ax J'eke, ..-pt 1a 
\ep llr.ck8to 

IJ..,....- per-.1 .-4 t...U;r • ...,uoao 
'A' ... U• of f*J.T s-o t or \ax onw teU• 
bpoet Uoa of :haral per-.1 ao4 oerperaU• ._ 

..._. oa1 (1) lawr .. t troa ,...,... h-• at 
:r.doral, lltato, ao4 looal "-'•1 (2) ...,.., ltew 
.-4 loc.l ealari •• 

Iaonaee4 oorporaUoa ta- taz J'eko ( \e M ott .. t 
la ,._,.. ,..,.. lr' loe• ou •»••••) 

OU.r~o 

... -.saeoo prlYU- k& • oerperaUoao _. ~ 
llla81ao• (pre-• CIIPlkl •"'* _. -• pfttlk '- te 
.. np-.1.«) ..... ~ ._.- ....... 

... r 
Dlot111e4 .,Srlto 
te..,._ (oU.r U.. ~Uoo) 
o..ou.u 
Tr•otoro of okCo M4 Me4a 
.AdlliodODO (b;r 4oo ... adiiC .-.pU•o) 
:t.dioo 

•- osolN ..._. • 

ltnfM 

179 
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Zetat -laU• w \e PMeM la Mftarr 19JJ 
e~swo-uac u.. JftYiaoa 'lllde .u-.. • -
•tor u.. epUoa of •abllac • oe\aw .. ~ u.o 
ta&o -,_.nor Uio tan'•''• MaUl, ..t 
....vtntac u.. pert .. of nu.c •• ..-. ._ ..... 
tuao w U ••U.. laato.& ot 15 -u.. ottor 
~ ... , ,..._,. 

1-!UIM 

~"-7 _......, , .... la41rt~. ""' 
....,.raUoae ..,,. M a perea..,._ of U.O 

1-• taz oa 19)J laoo••· JOirUle -• 15 
... hao 15. 19110 . ...... .,... 
.IM1\loaa11/ l _,a plloa oa _u ... tor 
U.. fl.-1 T- 19»-19110 •1117· 

.. • 

-
I) li I 

• 
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181 
........ , 0 

... 51711 Itt .. \u .... 1'a~e 

• . , ...... I ...... I • • 
an.~ 

... ., • • • .. b. 
t•l/ • ., b' • • 'ettw 

I (feJJsm Ia 
(lei' 0 la 

I .... • ... 
I til I) I • 

• o-t ' • ' ~ ,_ 
10 ' •• -10- • • -·- 10 u 1,1110 
)0 10 1.6 , .... 

c: llo 10 ., 5.11110 
'- • 2 '-- • ID 

10,000 ·- 15,11110 
100 10 ., 11,000 

100- 1, , 
1,-

)I ~·000 
100 , )5 

200- * 
, ,,., 

)I u.,o .,_ = , In 
,a.,ooo 

c: 100 • 1)1,000 

z: 100 117 115,000 

z:: 100 , 
m·ooo too 100 ~ 

1,000 

100- 1 ,000 100 ,000 

1,000- 2,000 1,000 , 1, J,OOO 

2,000- 5;000 ),000 G2 2,,03,000 

5.000- 10,000 5,000 ~ 6,103,000 

10,000- 15,000 5.000 66 9,lloJ,OOO 

15,000 - 10,000 5.000 61 12,1103,000 

210,000 - )0,000 10,000 70 ~,SOJ,OOO 
)0,000- ,,ooo 20,000 72 ,203,000 

50,000 ... owr 7) 

fr..-r7 hpar\-\, Jllnoioll ot 'fouc ~•..rob ootob•r iii, i9Ji 

11 !be .,.ottlo -Uo11 h U.o - ot \bo tollotriDCI hr a trido•, 
.)0,0001 a wUonr, *15,0001 tire\ orplwl Wider 21, $)0,0001 -' 
MOb o\Mr ohU4 UD4.er 21, $5 ,000. 
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tzllnlt D. 

8naao '~ OD~ 11011 of t "YiiWe oa 110te ifi -. 1 of \ax &114 ettocUn 
Uoa) 111111 ,~- &II of ao\ 11\a\o (bef ore oaap-

_er - P~'~""'!' law &114 Wl4er \ t. 
PI'OJ> Ooel --

lei ee\a'e 1 1-.:nmta ot ia.z be fore u.-pUoa !}a Pn1oa\ I :ltfoethe !'1\hl 
I Propooel I Pro1ont lln \ hon111114e l 1 I law I I law hopooal 

• 25 • 200 .~ 
~ 6oo 2.0 

~ • 1,1500 - 4 . .. 200 ) , ~lao .~ 6.8 6oo 5.lloo 1,0 9.0 so 2,000 10,000 2,5 12.5 100 4, 200 15,200 4. 2 15. 4' 200 19,1500 47,500 9·9 23·' lloo 58.6oo 129,200 14.7 32.3 6oo 1~,4oo 225,000 17. 4' ~7-5 100 1 , 200 ~·lloo 19.3 l . J 1,000 21.1,000 ,1500 21.1 44. ? 
2,000 54J,6oo 1,0)1,200 27. 4' 51.6 
4,000 1 ,~,800 2,270,6oo )4.7 56.1 • 6,000 2, , ax> ~. 530. 200 41.0 53·8 8,000 ~,658,2X> ,810, 200 45.7 6o,l 

10,000 ·lj6,6oo 6. 090. t!)() 49.4 6o.9 
20,000 11, 5.800 12, 789,1loo 58. 2 63.9 
4o,ooo 25,4),,000 26,988,6oo 6).6 67.5 
6o,ooo 39.33 . 6oo 41, 1188 ,~lao 65.6 69.1 

100,000 67, JJ4, 6oo 70,688 ,1100 67.3 70.7 

!1 !he .,..orouon rmiioor u:e p ropoaal on die li&oil of 19}6 data h on •••nee 
$21. ,1) 2," Jl>r \ h e pUZ"J'O II of \ h1 1 eoti)'U~&tlon, howftr, • $20,000 
exeaptlon wae u..-..l. 
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484 .,,. .. .... Ill ... .-.. ~ I _,. .... ,, 
" • • 

I I Ji ~· I r 'J;'I- ........... ''• .... ;; I 
I n n I 7'"• 

• - ., -_,_ 
1 • -

1 - • J • • - J 
.. 

J - ,. 
• ' e - • • - :10 u 

:10 - u " 1,allo u - • :aa 1,11100 • - " ll 1,-

" - 11 ., .. ,., 
11 - • ., 1,900 • - • " l·560 , 
: - • ll ,)DO - • '·~ 

... 
• - ~ :: 1,6llo 

t - u,,., - ... u 15,120 ... - I 10,)110 

I - 2: I.IJ,9110 - 11 !'~ 11 - • " .1'00 • - ,., .,. ,100 ,., - 100 " -7.600 
100 1, 66 10,600 
1, - .., 'T ~.100 .., - = " 112,100 

;: - it ~·100 - l,o 10 ,100 , - 1,000 11 ,.,,100 
1,000 - 1,000 ~ 

1,1io5,100 
1,000 - ,,000 J,ie,100 
,,ooo ..... ., 
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1111111 .. 1. 

18S 

y,.. .. ' 

- - --

1/ Mezt ...-4 tao- allew4. tJ ... le of \as OOIIP'lt&UCIIl tor propooall •• ~ eiiiiiPUOII tiOO a1lew& 
u a ..._.tl.ea tor lotll aonal IIIlA nr\ast •--' Sa- .....Ut of lO ...­
_, •4 tile ~ ~ ~r oene& Sa- llaib of t3,000 •4 flii,OOO -
'-• oo~to4 • .. , s.- after ~tt.ac porooaol oi!IIIP'ioal p...,.M4 
Sa•.ao4 nrtaz rato•s ~ .. ...u us II ,.,_,. 
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,_ ••tf(; 486 
ltMt~ 1 O...u. of \lie 

d '- .... ,..._ , la 'I' -· ., ... , ....... ................ 
h i8etel I ... I ..,_, of \aa lJ 
ta- I 

lltteo\1.,. re\e 

(\laoula4a 
... _ , I 

I . ....... 1 I 

'"-' I 

. , .. 1111:1) 
,_ I PI'DpOael 

I " 
I 

I lair I 
21 • ., 

1 
I 
1.5 
l • - • 7 ... - 0.2$ 

• lP 
219 1 .... 

10 ,.., IIJl 2.l '·~ 
u 

679 Z:. 
522 975 b 

111 721 
1.1 

16 9118 
1,)23 5.2 9.5 

u 
1,731 5·9 

1,195 2, 2011 
10.11 

10 1,1169 
6.6 12.2 

lP2 1, 711J 
2,752 1·3 lJ.I 

211 2,137 l·JIO 1.1 15.11 

21 
,0111 1.9 17.0 I 

~ 
2,951 5, 7lrll 10.5 
4, )05 II,~ 12.~ 

20. 5 

5,779 11, 14. 
!5.2 

las 11,001 16,0111 16.7 
29.1 

~ 10,589 20,aoll 111 .9 
33·5 

1l,m !5. 7011 
~·2 

72 
21.2 .2 

1 .m )0,771 :z·6 112.7 
1110 20,1161 l~:F 

,1 115.0 
90 26,229 29.1 117·2 

100 ~·m =· 11 
~·0 119. 

1, . 1198 , 5111 ·~ 56.11 
100 911,11J2 120,056 117. 6o.o 
eo 127, 766 156,021 51.1 62.11 

= 1.61, 700 192.,021 5).9 611.0 

231.~ 265,000 ~·9 66.l 
,00 ~· 

JJII,OOO • 7 67 • 

7, ~:rJ 
522.972 65-1 69.7 

1,000 ~2,916 67.1 11·3 
2,000 1, ,lloJ· 1, 2,1111 72.11 711.1 

,,ooo 3,711, 370 J,ll2l!,860 75.11 76. 5 

1/ Mpzf -- DOOM ell_., tJ ,_.,, of ,..,. .....,.uuoa tor propooell Perooul •-Uoe •2,000 al.o 
1o..a u a ......,uoa tor llo\b eo.-1 •• nrter. eere.a ta .... e ore&U 
of 10 pero• ' "'' the 1o .... "'' vpper • ...,..a laoone 1lath ot , 3,000 •4 
tlii,OOO .an-. _,.tea 010 aet teo.., atter u4DeUe« penoul •• 
...,\toe .,.a oreAl\ tor Aep•'-'' ' propoe.a lao,...ee4 eutu ret .. 1 •• 
aonal \as II pere•t . 
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l nduatrtal groupa 

.~ert culture 
1.: tn inc ancl quJ\J'2T1nt; 
I..~JIU !N:tlll' incl 

Food 
Li'IUO U 
Tobacco 
'l'extUea 
Le .. ther 
Ruboer 
Foreat product e 
Paper, pulp, ~tc. 
Pr 1nt1nt;, etc. 
Chez::1clll1. etc. 
St one, clar . etc . 
Uetal , etc. 
~J>.nufnct-u.r ing n. e. c. 

Tot al monutsct•>l'ing 
c~netructlon 
~r :u:epert8tion 
:'r· c!e 

Gr•J>4 t ot"l 

•st ••t1ot1ct ot Inc.,..•. 

BmtbU I 

I 

lp • 
1 r1Yllell'! ti\X; 
1 net 1ncoee-- ; !ret 1ncoM 1/ 
1r>ropco..S b~oe ; 

(Ip mUlto!, or 4ollvt l 

97 ~5 
320 167 

6111 .326 
297 lOS 
lU 101 
337 172 

73 ~~~ 
91 31 
!1 39 

176 1~~ <37 
1129 390 
151 91 

1,532 900 
l !i!! 11!2 

4, 772 2,551 
S7 ~9 

2,')011 957 
1,665 n6 

361 12S 
2,00il n3 

12,216 5. Je9 

•' 

I 

I 
1 Ratto ot 
1 

propeoecl 

1 
t o pr .. ent 

ba .. 

2.2 
1.9 

1.9 
2.11 
1.9 
2.0 
1.5 
2.9 
2.1 
1.9 • 
1.7 
2.1 
1.7 
1.7 
J.. S 
1.9 
1. 11 
3.0 
2.1 
2.11 
2.11 

2.3 

I nco11e reported plua 15 p er cent ot d1Y14enda tro" d?:le otic coroo,....ttoot; well 
4 1Y14enda h$Yina been cade tOTAble on 1ncoa e o after 1935· 

• .-
• Regraded Unclassified
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JR 

Storttary of Stot t , 

\lashington. 

636, )lay B, 6 p. m. 

491 / 

ORAY 

London 

Dated May 8 1 1939 

Rto 1d 1:50 Petl , 

FOR TREASURY FROM BU'l'TER1 10RTH. 

ThE announctr~rnt of thE Itnlo- Otrmo.n ml1t'U'y 

alliance uns rEgardEd in thE city c~ ntrtlr giving a 

dEfinit i on to the existi ng situ~~ion and thE London 1 

Stoolc ExchangE ignored thia st tp and was sonttwhnt strong 

in ttndtnoy. Tht forei gn txchnngt mnrktt ,-;as txtra­

ord.inar i ly i nactive, For 1natcnoc, tht l::lrgtst dtaltr i n 

dollars had not donE any spot buaintos by noon. The 

Britioh authori t i es continuEd to oper atE i n tht forvnrd 

dollar market at 1- 11/16 and l cttr a t 1- 5/8. 91 bars 

r.trt sold nt gold fixing of which 17 u trt carried, 

the British tund supplyi ng n ftn . 

~'!':~ : PEG 

Kt:NNEDY 

0 1 V I J .1 ] II 

h JP I!A''HO 'f~o~:J;l•• l 

t ~ .. !1 .. 1131>!-tl ........... ,._,._.....,.. 
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