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H. IJ .Jr: 

Speaker Sam 
Rayburn: 

H.M.Jr : 

R: 

H.I<!.Jr: 

R: 

H. ILJr: 

R: 

H.M.Jr: 

R: 

H. H.Jr: 

R: 

H.M.Jr: 

April 2}, 19~1 
11:00 a.m. 

I want some advice and eome help. 

All right. 

~ -. 

Tomorrow morning I'm to appear before the 
Ways and Mesne Committee with a statement 
on the tax program end it you've noticed 
there has been a lot ot eturr in the papers 
and they kind ot go t ott to a bad start. 
Now, ·my statement will be ready within 
about an hour, and thle i8 the thought 
t hat I had in mind, t hat I come up there 
and show it to you and Doughton and 
Barkley and Senator George, rPad it to you 
and get your criticiem. It's a pretty 
strong statement and before I give it 
I ' d like to feel t hat the Democratic l eaders 
aporove it. It there i8 anything you don't 
like, I'll take it out. 

All right. Well , Henry , I'll meet any time 
that you get the other gang together. or 
oouree I can get Doughten. 

Well, what time would you suggest? 

I would suggest around 2:}0, after the 
lunch hour. 

Well, can we meet up there on the Hill? 

Yes. 

Where? In that room ot yours? 

Yes, I think that would be a good place . 
I tell you what I'll do. I' ll communicate 
with these tellowe and let you know. 

With ell ot those. 

Yea. I'll oall Barkley and tell him to get 
Senator George and I'll get Doughton. 

And it they went t o bri ng anybody with them. 

1 
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R: 

H.M.Jr: 

R: 

H. M.Jr: 

R: 

H.M.Jr: 

R: 

- 2 -

'l'hat'a right. 
would probabl7 
along. 

I tblnlt Bob Dol.lghton 
want to bring Jere Cooper 

And George ma7 want to bring somebody. 

That'e right. 

But I Juet reel thle 1a pretty important 
and I ' d reel very muoh happier it 7ou 
people read it and 1ai d 0.1. 

I thlnlt that' e proper and I 111 try to get 
i n couunication w1 th them w1 tbln the 
nex t halt hour and let you know. 

I'd be ever eo much obliged. 

All right, Henry. 
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Speaker 
Rayburn: 

H.M.Jr: 

R: 

!I.M.Jr: 

R: 

H.M.Jr: 

R: 

H.H.Jr: 

R: 

H.M.Jr: 

R: 

H. M. Jr: 

R: 

Henl")'. 

Yee, Sam. 

April 23, 1941 
ll :26 •.•• 

I got hold ot Bob and he and I and Jere 
and John MoOormaok vill meet rou dovn ln 
that little room vbere ve had luncheon. 
I ' m trying to get hold ot Barkler but he 
haen't come up trom tovn ret, and it ve 
can't get them vhf we' ll go ahead any how. 
I ' ll try to get hlm and Geor ge. 

Nov what time? 

2: JO. 

In that same 11 ttle room. 

Where ve had lunch. 

I knov where 1t 18. 

All right, Henrr. 

At 2: JO. 

Right. 

I'm ever 80 much obliged. 

Al.l right. 
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April 2), 1941. 
llnllUHD!JI( 
FOR 1HE SICBITW'S DIABXt 

Secret&r7 Jlorcctbau ..t with C<:lacNaei....J. leaden tor an bour and 
a b&lt tbie attarDOCD 1A Speaker llqbunl'e recept.iem ..-at tile Capitol. 
'l'bo Socrot&:r7' a purpoeo wu to obtain Coo&reeei....J. b&c::ldJlc, 11' poeaibla, tor 
tbooa porticma of bie tax Moaara 1A 10b1cb be propoeed to deal witb ebort­
cc.i.D&e 1A ct.t ... a prodQCtiem. 'lboea preect at tba •&tina wve Speaker 
Rqbum, Seator Bart<lq, llajorit, x-dar lloCo~ak and Ccqraa- Do\llbtcm 
and Cooper. lfr. Bell, IIJo. SallJ:ftn and lfr. J:'lllm wra with the Secrat.t.rr. 

After reading the .t1ret three papa of hie draft (dratt •D-.E• in 
the !ilea), Secret&rT llorrenthau said that tho Traaaury' a eatilllate ot 19 
billion dollars apecditura 1A the new .t1acal. 7aar had juet been exneedad b)' 
a ~et Bureau eetiJata ot 2l b1U1CIIl, and br an O.P.K. ti&\IZ'&, soon to be 
aulldttad to the ~ Cc.d.ttM ot the Senate, ot 24.8 b1ll1CIIls. llr. 
Do\lllltCIIl urre4 that the Sacr&taJ7 etiak to hie eetiaata to aYoid coatuaiCIIl. 
Senator Bart<lq aueed. Ccogaaoan llc9o,_ck aa1d that tho Secret&r7 -.14 
be 1A a strong and cCIIleietll\t poeitiCIIl 1A etieldn& to his figures and 1A 
eqin. that be would be rlad 1t the tijlura pr<>Yed to be hicber. 'l'bo Sacretal7 
aa1d that be telt b1a aatt.ata to be the naaraet to the truth. 

'!'be Secr&taJ7 theo read the ~der o! his draft, and diecueoion 
beran em thoee puaarae dealina with production. Kr. Cooper wcndered 1t it 
wae wise to emphasise tho alomoee of production; tho Seoretor;r replied that 
tho laadinjl aircraft oa.pWoe were net Cllll7 bab1nd echadule, but that their 
proclllotiem tijlurea bad talleo ott 1A llarcb coooparad with the prel'ioue _,th. 
llr. Cooper etill WIXIdared whether it was rirht tor the Saorat.t.rr tc aa;, tb08a 
tb1Ar•· Senator Bart<lq ..-d to !&Yor tile Secr&tar7'• pi"'ppeed etet-tJ 
he thCOljlbt it C,abt operata u a ~ to the public and that it wu the rirht 
ot the '-rican people to m- the true poeit1em. lfr. KcCo~ck -. cloubtt'lal, 
and llr. Do\l&tltcll warned apinet raisin& tbe ieaue o! alow production withCNt 
jueti.tYinc it witb t\all dataila. 

Senator Bart<lq aa1d that em the 'Oibole it wae a rood etet-t, 
eoa~ethinjl tba C<Mltf7 oueht to know. Be thCOlsl>t it would be rood !or tboea 
in tho cOWltr,. who are cluorinr tor 110re 1Afonoat1on. llr. Cooper thousl>t 
it wae in l1Ae with the Praaidct1s preee ccmtareoca atat~ that the 
count.,. did not raal.isa tbe oeriowmaoa ot the eituatiem. llr. Dousl>tCIIl we 
afraid of wbat tbe col'Umiete would eq, Be thOQC!lt that thie would riYe 
th- ~tiem to 'Oiboot at the +c!e!n1etrat1em; the Sacrat&rT tbousl>t it we 
bet tar to aq tbia """ than 1A six .cmtba tiM, 1lbeD the eoldiera and aailoro 
~t baTe to pq ld.th their u...... llr. lfoCo~ aa1d that a lbarP RepahUcan 
quaetiemar m.,bt wll ult, "'llo 1e to t>J.a.et• and that it would be a*-M 
!or the Adod.nietratiem to anawr. !be Sacr&taJ7 then told 1A - detail ot 
the fall1Ar ott ot prochlotiem at the Olam-Kart1A plallt at Baltiacre, and 
othara, and aa1d that be thCIIICbt the 'Oibola l8ftlr at 0 . P. K. wa to !laM. Be 
oited llariem Pol-, an Ba.t.n J:odelc aaol&1Ta, fo~r]T with 0. P. 11., u 
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authw ot the repcrt Clll a1-.. l.ut. Pall *iob aa I'NpCID8ible te -
atct tor the preeet .UIIbiet. Mr. llo11111tGD uDcl 'lllletber ec..,r... w 
bHo at ta11ltJ the S.Oretar, aid that it ba4 DOt 1A ~ Wlir• Mr. Do~ 
tbta uDcl 'llbat _. oollld be daDe. !he 8eoretar, "Plle4 that CqNN 
oo11ld oall the bM4a ot the ~ o ••"'-' te teetit). It co111.4 tall 
tb• that the:r ba4 DOtb.1lli te be ahaid of U.S that th~ eboold tell the 
'llllole lto17. All the Can.,..• • preeet ..-c1 a-1Jie1T eboebd u.s 
troubled by 1lbat the S.Oretar, ba4 teld th• &boot a1rcratt proc~acUce. 

Speaker lla1bana, llbo ba4 Jut. c.- back te the -uz., att.r 
ha'fin& beta &WT tor 110re thm balt m bour, ae-d eapeeiall7 apaet, -.4 
aid that DobodT ba4 ftU 1At.iated the aietcce ot 111cb a etate ot af­
fair e aa the dlorta&'e ot aluain111. 'llllidl •• holcUna up the pi'Odw>t1CIIl at 
the Douela• md llart1n plante. llr. Dou,bton, bcw.-rer, co11ld Dot eee what 
thie had to do with the w.,.. md lleane C~ttee. IIJ'. Barl<lq doubted 
the wi..SO.. ot brin,U.. out. tile dat1c1taC7 1A ~ ane C"BP""V', a1111 tiM 
Sec~ quickq eaid be ba4 no ndl inttatiCIIl. Mr. !U!fbiJrD the ..U 
that this ae a "ball ot a note•1 that CCQC1"e .. ~ "aet• the C111&1Da" J 
that bere Ccacreee bee pueed the .aoe;r &DCI ckiDe w8J7thing Decee....,. a1111 
71t cao't get ectiCIIl. lwertbaleae, Speeker llqbiD'Il e&id that prodallt1• 
ae not tbe baeiDeee ot the Secretar, ot the '!'l-euur7 1A a etattac\ betore 
the ....,.. aDd liND• c-tttea, aDd eaid, "'ltarJ, let ..,.,_ al ... take tb1e 
Cllle.. The Speaker -· atra1cl ot oplll1ng the nooOatea ot queet1CIIIi.Dc IIDCl 
added "11I:T ebollld JOU e&n"7 tbia ball?" The Sec~ a,reect, tbaretore, 
to drop rr- b1e etattact the ......,,,nta about alcw prodv.ct1CIIl, Clll pep 3 
ot hie dratt, &DCI the 'llllole pu..,.. about "lllll1nl our people 1Atc a tal .. 
at11ae ot eecur1t7" en pep 4 • 

.l D..-..r ot aiD.., .,..,..ucne wre ade Clll other 111bjeote. s-t... 
Bal'kl..,- qplted that the pbrue "'lllr1aa the paet ~ ,........ 1A the ...n 
to the l.ut. puqnpb aa too pertiac, .,d ncpeted .elr:1De it •Sa r.o..t 
7ean". Be aleo waeeted dliGiiDc ._..,eee&lT tb1DI'", Clll pep 5, to 
0 oc:tlllp&ftt1ftlT 1 ... itlportlllt thi.Dp•. llr. Doqbton aa elacS ot tba paeeap 
Clll --<let- epeo41ae, a ...Sered wbetber the See~ co11l.d DOt epeoit)' 
the u- 1lh1ob -~ be Gilt. !be Se~ eaid be did DOt th1Dk be eboa.JA 
include tbie 1J1 hit pdll1c etattact1 bolt would han tiM DICeS....,. 1Df­
t1CIIl with ~ 1a - be ae QMiticned about it. lfr. Cooper aaked bft tiM 
two-thirde, -tbird ratio •• arr1Ye4 at. The See~ replied that 1t 
be aa uDcl about it at the bearine, be .,u14 Nlir that th- aa DDthiDI 
eacre4 about two-tbirda. llr. DoQIIrt.GD .aaeeted 1111 - that w llboulA 
tJT to rei• a wiD' ot t-tbirde. ••-· Cooper 11114 DollllltCIIl thoqllt 
that theSe~ ~t to ..twocate ra181Dc •at laut" 3l bUHme 'lt­
taxat1CIII. 

~/'C . ,.. . 
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Senator 
Hattie w. 
Caraway: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

0: 

H.14.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H. M.Jr: 

C: 

H.H.Jr: 

C: 

April 23, 1941 
12:16 p.m. 

Secretary Morgenthau 1 I hate to call you 
about tbie but there e a man who's been 
working there named Gooch. I don't know 
anything about hie troubles but be hae come 
up t o me and demanded, and eo tortb, that I 
eee you about it. 

What 'a hie na.me? 

Hie name ie George M. Gooch. 

What does be do, Mr e. Caraway? 

7 

Well, be works down there somewhere. {Aside -
"Where does he work?") Hie ottice phone ie 
Republic 0200 - Branoh 520. 

In the Treasury? 

Yea. 

Well, what's be •••.•• 

He'e in the Division ot Aooounte and Audit. 

Raa he got eome troubles? 

loo'hat is that? 

Rae he got aome complaints? 

Yea, be baa eome troubles and he wanted me 
to talk to you about i t. Now, I'm not 
going i nto whet hie troubles are. 

Supposing we eend tor him and give him a 
chance to blow ott - how will t hat be? 

What 1e that? 

Supposing I aend tor him and we' ll see 
what the trouble ie. 

Well, you oan do that. I juat wanted you 
to make eome 1nveat1gation and do whatever 
you wanted to. 
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B.ll. Jr: 

c: 
H.M.Jr: 

c: 
H.loi.Jr: 

C: 

H.li.Jr: 

c: 

- 2 - 8 

Well you - I' ll tell you wbat we'll do - we'll 
look into i t ; don't worry about it; I ' ll tind 
out what it ie and I'll let you know. 

All right . 

How will that be? 

Well that will be just tine . 

Well you leave it to me and I ' 11 do the beet 
I can. 

Well I thank you. 

Goodbye. 

Goodbye . 
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X GREE K FRONT I 0 "\ ) 4Pf? 
LONDON - I N S - REPORTS THAT A GERM A,f.? 194; 

OCCUPAT IONAL FORCE MAY ALREADY HAVE SE IZED 
ATHENS AND ITS ENTIRE COMMUNICATIONS SYSTEM 
REACHED LONDON TODAY WITH WORD THAT KING GEORGE 
AND HIS GOVERNMENT HAD FLED THE GREEK CAP ITAL 
TO THE ISLAND OF CRETE 

THERE WAS NO DIRECT COMMUNICATION WITH 
ATHENS FOR MANY HOURS AFTER SWIFTLY MOVING 
GERMAN PANZER UNITS WE RE REPORTED ON THE 
OUTSKIRTS OF THE CAPITAL 
6-

.. ··-· --------

v 
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TREASURY DEPARTMENT 

~N1"D--PP'1c. COMMUNICATION 
(,0 

10 

-~ \;V DAft Api'U ~' 19111 
~ 

·~ ...... u­~0 

Mr. Ooahru 

-

STRICTLY CONFIDENTIAl 
.1.\ 10130 \hie IIOnUIIC I hl~ Mr. l'ehle \ bat tba Dow Jo .... Uobr oanle4 

aD I11ternaUoDal :reve Senioe tlaeb to ~ etfeot t hat the GNU: 11Dc u4 ao._t 
had tle4 t o t~ IelaD4 ot Crete, an4 Ulat ~ o..._. wen uter~DC J.lbane. I 
...ad Nr . Pehle U be ~t w ehoul4 4o -.~s..c t~ frMsiJic. It vu lib 
l dee \ bat I ellould ctn tile f orecolDC -• NpOrt t o Mr. JernatelD, 8114 tllo11 poeolblT 
opeet: to the Secret ar,- or the 17Jider here tar,-. I at onee calle4 llr. llernotela. In 
.,.-.- 11t w1tb b1a , I t h en ende&YOrecl to pt vorcl at o11ee t o el tiler the Secretaf7 
or Nr . Jell. :rlJidi.Dc t.hea enpce4 1n a Ollllfer•- 1n the S.cretar,-• a otf1ce , I -t 
in t be Uobr u .. , top\her vitll a -rud.,. bqll11'1nc ae t o whether we eholllcl 
eouult t~ Depan-t of lta h 1n reprcl to trMeSJic Oreeee . 

.I.e eoon ae be could, the S.cre\u-7 eallecl .. t o bh of f lee and reterre4 t o rq 
Be phfenecl that \he lnlUaUn 1n frees SJic Greece be lafl to the 

St ate ~\M11t. 

J.thr ... lac \he Beoretar,-, I t elepllonecl Nr . Pehle the runU of rq eo11nroa-
Nr. Pehl.e we o ot the QP1nlo11 that we ehould oonoult vltll :rev Torlt to learn 

lwhoo\b•tr esq 1nportant tranaaeUone 111 GNU: eeoouah ban otarie4, an4 abo let \be 
~t.ent bow~ etatua ot OrMit eocouate lll thlo oona\17 . It wao anenpcl 

Nr. Pehle elloulcl eall Mr . O...ro11 111 t be J'ecleral, an4 that I ellolllcl hlepllo.,. 
LiYeo«)' , Co11MqMnt)T . at 12 o • oloolt I opolte liT hlopllone vi t h Nr. Llnet~r 111 
Depan-t ot 1\eh, I tolcl b1a I \hoQcbt be alcl>t be lah ... ete4 111 ir:aow1aC 

u at the oloee ot 'llluluee oa Jprll 22 \be leDit ot oz-- hel4 t6.100.000 
\be hUral l .. ern leDit ot :rev Tork 1n plcl, u4 t!;,JOO,OOO 1n 1h dollar 

~&::::!.; .I.e of t he - elate 0rea1t dallar 'behao .. held vi til other Iav York 1>aalte 
1- to $23 ,700,000, •Hac t otal Greek plcl Ul4 dollar 'bele•ces 1n :rev Tork 

u ot Jpr1l 22, 1~1, f 35.1QO,OOO. lpeelclac ot Oreeoa , L1n84Q' bed elr...C, 
tbe ......r1ne4 repon Uaat \be o. ....... ba4 •terecl .l.t11811e. I told L1••840' 

w vov.l4 •att _. wr.t troa \ loa o• the n l>Jeo\ ot Greece. 
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TREASURY DEPARTMENT 

INTK".OI'l'ICK COMMUNICATION 

~eo'i 
e>"" 

~.._.,., 

fettetal'7 Morcnu.... 

ICr. Cochra.a 

STRI C .. 
\;ONFIDENTIAL i..l 

u 

Mr. O.Orp J.llq oal.let • troa U.. ..... Jl&otera Di'fioloa ot u.. Stew 

Dopartaoat at 3115 tbh atteraooa. a. oa14 tbat U.. ClrHit lllaioter bo4 '"• Uop­

plDC 1a to - hill alaoot 4&117 U.. patt week u4 bat 41-tMf. the liltelU...Ot 

of o.. .. k alleh 1a tbh -·1'7 'baJ.ac tro-. ..., tbat tba Clr .. k ~t baa 

no4 t o Crate, the potol'bU1t7 art .. • tbat U.. 111&1twr aq uk tbat - traattac 

cntrol tbo'lllt act 1aclu.a. Crete or other A8paa hlaato ooCQp1e4 'b7 tbe Clreek 

0o.er1111t11t. Mr. J.llea 414 not mow Ylletber llrUhb troopt wre 'balJIC -te4 

froa tht •1alea4 ot Greece to Crete, 'but ho vat aware tbat at leaat two r..,._h 

ot :BrlUih troope were alr&a47 1a Crete. I toll ICr. J.lloa that the f~!~Attloa bat 

arllft vben .rrace wu tlrllt 1D..a.t ae te wbeiher we C01114 appl7 oar ooairol r~C~>­

latloat oD17 to IJIICh part ot a COD&t1'7 ae 11 aciuall.7 1nft484. Uter coao141ra'blt 

thought, w bat tooUet not \o tree .. a cout17 parUall)o. la tbe .... ot Jraact, 

vt h.a4 not oal7 oonrt4 tbe Mtropolitea areat, 'bllt bat &leo 1acluto4 Jr.,.ch 

eolonl... aaatate4 tarrUorlea, etc. I tol4 Mr. J.llea, bowYer, that I ""'Ill' 1M 

t o 41toue thh po1at with., oeU..CUe, a cl caU h1a back. Coaeequat17 I 

ttltphoae4 Mr. lleraetein, Yllo bat Mr. hill• with hill at tbe -at. !loq ooatlrae4 

., 'fiew tbat U17 treelliac order telte 1a all ot U.. Greek aa1alM4 ead. hlu4e. 

If the &OfiX rat lho'lllt ooatlDDt to rea1tt 1a U.. 1alaa41, a ceatral lioea" 

COY&rlJIC U17 Clraak Oonx 11t -h oooalf. be bout. !be Ceatrallaalc l1DwiM 

could. 'be talota _.. ot 1t 1h -• ttt4 ttca1ac ott1oen were all troatterret to tbe 

hlen41 . It tbe" ooa41Uou were oal7 ptii'Ual17 Mt, ·- tori ot tiP'01al u ..... 
coDl4 be a4tlpte4 to u.. c1r_t_• v!Uch eho'lllt - U.. Clrllk Oower.eai _, 

Oto.tral Iaaie ao eabarraa-t. Uter epe•Hac with Mr. lleraatel.a, I tellphoae4 llr. 

m ea apia, ct'fiac oar -'"1a' op1a1ot. mea 414 aot 7't ltaow, at II p.a ., Ylllthar 

tht State J)eparbat wealt 4et1re \o tiiD &a7 aotioa oa Greece "-Uatel7. lit 

llll4arttaaf.1ac wu U..t .lt.lleat ba4 DOt 7ai 'bHa ooowplet. 
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TREASURY DEPARTMENT 12 

....... A.,rU 2:}, 19111 

STRICTLY CONFIDENTIAL 
llr. Jd.n.,q at tu Jlepu'._, ot 1\a\e \ele,lloM4 • at 3125 We atnr-

110011. .. \elf. • \!Ia\ \11.1 l'llp~J.. lliale\er lla4 ra1114 tile queUea ae \e •u.. 
lt wou14 k aAfta\ecWU \1 trauter tau *1M- aew wt\11. \be hMral .. lll'ft 
J&lllc at JJew Terlt la \be - at \liol kUeaal :lealt at l'llpllawta lato aa _, 
wt\h tbl h .. ral la \be ..- ot \be htera•t ot T-a&ollawta. 1M IIUI•U.oa ,... 
ra1eo4 ae to IIU\her a pt6i-at aoo-t wou14 \oaotl\ tr• '--1\7 troa au.-. 
... , dUe a ontral 'bult W01114 .,., eaJe7 tbl ·- pn...Ueco. 1M 'lllcoll• 
111Aleter tearl4 \hat wl\h \he Nttlac 'liP ot a eeparate Or .. uoa etah \here lo 
U• po11t\UU7 \llat tllia er o\her al~ - ..... a\atea \e T-eo~ .., !aT 
claia to pan ot \be colt re-• ot T-a&olllMia aa \liollr part _... laliolri\aoe. 

Attar lalltlac wlU. llr, Jeruteta \7 \lle,lloM, wl\h llr. P811 priMa\ ia 
1111 ottioe, I oalllf. llr. L1n017 Holt. I \olt ll1a tile\ llr. hrnetela ao"114 that 
a &O"r-t •••-t -.14 aot \1 attaoiiM, wllill a -val 1111111: _, wt\h tile 
h41ral 001114 \1 attaoiiM. O.U..•t~ liol tel\ U tpi\e Uplnut, la \!Ia 
cir-taoee ot thl w~~Dp ot T-a&o•law1a. \bet \liol lltainer •• la 110Uea • o-
11.11 lttorh to han \he_, oollftr\e4. It wu \he tMU.C at llr. hrnl\ala 
that it till lliah\er of T'Q&Oal&Y1& hare fHll \!Ia\ Ill hal \hi -•Mr7 •tllerl\7 
troa Ilia an.,_, to haft \be aoooaat .. _,.._, Ill lillnlt llpp~ \e the lta\0 
Depart-\ aa4 - it - tolWila aiailar to \llat uAer Whioll \hi lltaiam waa 
plraiUM \e 4raw nt flQO,OOO troa \hi _, _, \0 U..lopl4 to ,.rai\ till 
CODYftliOII If \11.1 -·· llr, Jeraa\lla aait \hM 11111 ottiM W1114 \0 piok \o 
coOPfta\e it \he ltate Depuuat \Mit \he iaiUaUn wl\11. the lliaiatar. I tal ... 
plloall \be tof'IC!Olac \e llr. LS.n.,q at ~ p,a. 
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TREASURY DEPARTMENT 13 

0 
INT...o~ COMMUNICATION 

DAft .lprU 2), 19111 

STRI CTlY CONFIDE NTIAL 
.u ) 125 \ltla aft- llr, lolftaq Wl"Jhael • tr• 1M IIepa' nt of 

S\ato to let • a- U.t lila MIA trat\el • eMtacr• ta \U "-"- ...._nler 
11o a. 1-tn nportlae t111a ianneUea llld.ok \U l'llca~ 111alaw 1a 

v::::!:C:::: W rMei.-.4 tr. \U lriaa 111alater ef 111• •-W7 w ••••-• w 
:o vueter of tu,z-,o,ooo tr. \U Jeue .. lraaU to 111e hMral .. _ 

:lev Torll:, renra1ac Uae vaa .. uoa *iok reoeat}¥ tooll: place. !be ltate 
.D .. .arl:DIJJt ,.. lottlae .t.alluM4or CatfCT ll:aow that t ha ~aliiY llhhter 1a 

•v~::!::~- oPJ.lae lah Twce•laY oolleacu 1a Uo .. 1-1ro 1a repr4 to We 
t ov .&a-...ur ... iaotrutH .. to t111a •th&rl\7 ata 111e 1'11cnl• 
lll alater 1a V~D 1a aow •-•lilaC ..._ ialtneUou Ira bh lr1aa 111alow 
aa4 with reaped to Tacoll• ~·•· l'anbenoro Jlr, CaffOPT wu aolrl- .. to 
t he t.pon- *!.ell tha I W• ])apertant attaobea to t ho --uoa of t lla 
t raa-uoa _.. refer-. I telo'phocal W• latonatloa at - to llo11ra. 
lloi'Ditol.a al ~. dMe I - _. that Jlr, L1ftaq hal alreaq llaaAOaH 
t1111 -uor wUb Jlr, hllla , 

' 

-

Regraded Uclassified
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April 23, 1941. 

TO: Secretary Vorgenthau 
FR(ii: }(r. Gaston 

I was referred to Kr. Frank Nattier, of Nelson 
Rockefeller's office, for information as to ship building 
and ship repair facilities in Brazil and later obtained 
some information from Falck of the Division of Inter­
natio.nal Col:1!11Ullieations of the State Department. 

There is one yard in Rio which aight be available to 
build cargo ships of the so-called "ugly duckling" emergency 
cargo type. These are ships of about 10,000 gross tons, 
with a speed of ten to twelve knots. The yard ia owned b7 
Enrique Lage. There are three ahipwaya which are now being 
used for the construction of six trawlers for the British. 
The W&TS are capable of taking three ships not more than 
425 feet long. It is believed that a contract could be 
entered into with the yard for the construction of cargo 
vessels for the United States after the completion of the 
trawlers now being built. There seems to 'be an abundant 
supply of labor and the Brazilians are able to fabricate 
ID.8llJ' of the parte that would go into the ships. Tbe7 would 
need, however, according to their own estimate, to import 
about 50 per cent of materials, includlng engines, boilers 
and plates, from the United States. Conversations with the 
Office of Production janagement have indicated that thi s 
material could be released. There is also the possibility 
that additional W&(S could be constructed at this yard, 
which seems to be a reasonably well managed and successful 
operation. Nattier has been informed, however, that it 
would probably take about a year and a half for the fard to 
turn out the first vessel. Maritime Co.-iaaion baa informed 
State that in view of the difficulties it ia not serioualy 
interested. 

Regraded Uclassified
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There are two smaller yards, one in Para and one 
in Rio Granda do Sul. I t ie not believed that either of 
theee yards could handle an;ything ae big as a practical 
cargo ship. 

1.5 

There ie also the Naval 1ard at Rio, owned and 
operated b7 the Brasilian Government. This yard has con­
structed three destro7ers and some mine sweepers and now 
baa six destr o7ers under construction. This 7ard would 
not be available for the construction of any merchant ships. 
The yard was built and has been supervised b7 a United 
States Naval mission, under the direction of Commander Bradf, 
who ia now in Washington. Bradf hu been the principal 
source of information regarding the Lace 1ard. It ia Co•­
mander Bradf'e belief, according to Nattier, that the Lage 
7ard could undertake ship construction for the Uni ted States. 

Falck expressed the opinion that ship building and 
r epair facilities in the Central and South American countr ies 
were on the whole insignificant. There are 7ar da in Argentina, 
Chile and Jlexico, but the7 eeem to have built only small 
craft. 
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la Ill lnalt .. IIIlo It l1 8lt \ell...t tllat tlU. et 
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u t \t aftllllllt fer tlae . .. tneU• tf !If ... .._, MlJI. 
ftl 7&rt .. w ilt ... U. \ .. ••nlMI lf a Valtll 
ltahe •ftl alul•• _..r tu llHttl• fll C llr ...,, 
... 11 ... 1a ~ ...., ... Mea tM plael,U 
...... of laftPMtl .. Plprllac tJll Llae JUl. It b C.. 
........ ..,,, \ellef, .... u .. te ldtl•rt tlllt ~ Lee• 
JU1 11.U _.ertUt UlJ , ... , ... u .. f• u IUtal ltatea. 

ra1a •• ,... ... tv •tlal• '"' -"• Wllllac u1 · 
..,., .. fae111tlll la ~ C..bal _. In~ Mtrl ...... v111 
WH - tM WMlt beli:Jalfleu\, ftiJ'I ... 7Uti la .&l'atatlaat 
Cllllll ..... a~ .... , {~, .... , ..... Rll\ q ..Ul 
...n. 
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H.M.Jr: 

Operator : 

R. K. Jr : 

Marr1ner 
J:oolu: 

R.M.Jr: 

E: 

H.M.Jr: 

J:: 

B. M.Jr: 

J:: 

B.K.Jr: 

J: : 

Bello. 

Cb&1raan &oolee. 

Bello, llarr1ner. 

April 2), 1~1 
5:2) p.a. 

Belll"f, there are two tb.1qe tba t I 
wanted to aent1on to JOU. I eent the 
Pree1dent a aeaorandua ot ., Y1ewe ot 
taxu and a note w1 tb 1 t. I want to 
eend JOU a oop7 ot the note and a oop7 
ot the ae110randua 1t J OU -.nt tb ... 

I'd 11ke thea Yei'J auob. 

All r1&bt · Now, I don't know that the 
Pru1dent ner read th• or eaw thea 
but 1nauuob ae be aenUoned the utter 
to ae and JOU aent1oned 1t to ae I telt 
that I ebould do that. 

Ri&bt. 

Now, I'll eend that aeaorandwa to J OU 
t osether w1 th the letter and the note t o 
the Pr111dent. 

I'd appreo1ate 1t. 

Now, 1t wae a long wb.1le aso when thle 
boldine oo~ utter wae up and I -.nt 
to apolos1&e tor be1ne eo lone 1n do1Q1 
&DJtb.1ne about 1t or replJ1ne, but I 
tel t tba t 1 t 4140' t ulte a sreu deal ot 
41tterenoe beoauee notb.1ne- other thlns• 
ot eo auoh .ore 1aportanoe we.re up. 

!hat' e r1&bt. 

18 

But the wo:tk on 1t that I -.reed to han 
done hal been OOIIJ)letld all4 0111" euauUonl, 
tosether w1th olll" or1Uo1eae ot the pro­
poeale, tosether w1 th a letter troa ae 
11 a'failable to be 11nt onr. 
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R, M.Jr: 

1 : 

B.X.Jr : 

1: 

R.M.Jr: 

i : 

H.M.Jr: 

1: 

R.M.Jr : 

1 : 

B. M. Jr: 

1 : 

R. M,Jr: 

1 : 

R.M.Jr : 

'£: 

R,M,Jr: 

1 : 

R.M.Jr: 

- 2 -

Well, would 7011 a end 1 t onr to ••' 

~1 f1pt, e1r. It'e tol"Ul. and I 
41411 t w.nt U to appeal' too tol"Ul. b7 
Juet eend1nc 1t oYer. I w.nted to talk 
to 7011 t1ret about 1t, 

Well, that'• ••1'7 kind. 

So that I'll 11nd both ot the11 
doou.ente OYer, 

!bank 7011 •er7 a uoh. 

low, there 11 Juet one other aatter. 
We'Ye &Ot a YaoaDOJ on the Board heJ'e 
1n Chaeta!' DaYle 1 lenlng. '!here ue 
two or three people , a nd I thlnk JOU 
alght know the• and I'd llke to ••nt1on 
the• and "' What 7011 think about the•. 
Pleaee. 

One 11 - you know M.L. W1leon. 

Yee, I do. 

And JOu. know Peolt that ueed to be on 
7our rar. Credit. 

'fe!'J vall, 7eah. 

And 7011 know Jaolt Ructaon? 

Bo, I don't ltnow Rudeon. 

I 11e. But 7011 know tholl two. 

Yeah, I know wueon and Peolt. 

Well, wbat do JO'II th1nlt ot th•t 

Oh, gee! 

Are tbe7 preU7 aood a1l-&1'01111d •an, do 
7011 thlnltt 

Well, I know Peolt better tball I Jtnow 
W1leOD, 

' 
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1 : 

R.M.Jr: 

I I 

B.M.Jrl 

1: 

B.11.Jr: 

1: 

B.M.Jrl 

1: 

B.M.JI'I 

1: 

B.X.Jr: 

1: 

B.M.Jr: 

1: 

B.M.Jrc 

I t 

I.M • .Jrl 

- ' -
ot oovaa, I ba•n111 t ... II Poolt 1a ,..,.. 
bat ho 1a a 90rJ able o1t1aan. 

!hat 1a Pook 11. 

r... Bow po4 a llllft W1llon woul4 be on 
~t k1D4 ot Ullftl I 4on1 t know, bat 
Poolt •• aa OllteYI\41nl Ull. 

Uh-hllh. WU1on baa pt a fino rop~abUon. 

Oh, 701. 

Bo' 1 auppolo4 t o be a 1004 ooonoallt 
~t 11 10 tar a1 thl ooonomo aopoot ot 
&er1oultllrO 11 OOnOirD04. 

to1, bat how 81lOh ba 11 on tho t1aano1al 
on4 I don't know. 

Wall, I don't 1~~&~1no ho 14 know a lot 
but of oourae •••••• 

l1$hal' ... 11 wbat JOil 1 4 0111 a po4 MD. 

Wbat U 1U 

!loth ot th• are po4 •on. 

!bOJ 1 4 be 901'J hip pade WOuJ.dn 1 t \hOJ. 

Oh, JOa, tbaJ would. 

All4 o1tbal' o11o ot thea woal4 be AU•­
taotoi"J to JOil. 

lllt1rolJ At1ataotor,. 

tao. low, thoro 11 anothar follow that 
thaJ are tal.UIII abollt an4 that 11 
llaolt wbo 1o now 111 tho J'a1'll Oro41t. 
low, i 4011 1 t know Wbat JOil Ullnk abollt 
h18. 

Wall, I 40n1 t Ullnk ba'e 1n tho .... 
olaoa. 
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1: 

R.M .Jr: 

1: 

B.M. Jr: 

E: 

R.M.Jr: 

1: 

B.X.Jr : 

1: 

B.M.Jr: 

1: 

R.M. Jr: 

1 : 

-.-
WeU, I 1a l).a4 ~ hear TOll M1 ~t 
.,. .... I'a atra14 I'a on _ .... ,of 
a epot. 

leah, I got a little f oet1p on 1t -
I a.-n, I'n hHJ'4 a 1tth about 1t. 

le~ Well, now, the Pret14ent doean't 
know h1a - anrwnc about hla. !here 
1• a l1 ttl a pra .. W'e t o appoint hla but 
1t 1an1 t beoaue theT .ant~ boon 
Black, 1 t 1 1 beoau .. he hat been I th1Dlt 
toaewbat of detrlatnt and bat pro'ftd to 
be ••rr unpopular w1 th the qr101ll tv.Nl 
oo•un1 tT and w1 th the ran 0...41 t 
A4a1D1etraUon. 

And the;r want to 1et r14 of hla. low, 
n don't want hla hera tor the nrr eue 
reaeon that theT want to set r1d of hla, 
and he' • the latt aan I bel1en tbat the 
acr1oul.tural 1nttr .. u woul.d propolt tor 
the plaoe. 

Well, that I don't know but ;rou 1 re not 
••rr tar wronc anrwar. 
leah. Well , Tou'ra not one of tho•• 
that'• baok o f h1a then. 

(LaiiCIU). Jo , no, far froa U. 

I oan c•t 1t troa that. Well, 1f ;rou 
happen to 1et a obano• t o put • pluc 1n, 
Wbf don't o•erlook 1t. 

I Juet wanted ~ tell TOll wbat'• brtwlnc 
and I'• hop1nc that aaTbt W1leon or Ptok 
or llu4eoa or 1oatbod;r b .. 14el Black aar 
be 1t. 

All. r1pt, 11an1ner. 

All ~pt. 

!hank ;rou. 
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FROW: WR. SCIIIARZ'S OFFICB 

The Secretary 
TO: 

The Treeeury boys teal pre• ty 

bedly about tbe manner in Wbiob 

the tax story hes developed on 

the Bill. I think I beve soothed 

them almost completely , but merely 

r elay their r equest to see you 

Wednesday, sino a the Thursday 

coll.rerenoe will be canceled in 

favor of the hear ing on tbe Bill. 

They obviously wa.nt to complain 

end argue tbat tbey will bave 

forgotten about it by the following 

L!onday, 

22 

Regraded Uclassified



J 

23 

Final draft submitted by !.lr. Delano. 
Hearings were not held so IEr. Delano 
d'd not present his s tatement to the 
Committee. 
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.April 25, 1941 Draft No. 7 

Evor since the establishment of the National Bank­

ing System in 1863 the public policy of this country has 

favored local decentralized banking control. The typical 

commercial bank has been a local inst i t ut ion with one office, 

a smal l nuaber of shareholders of some local prominence, 

securing ita deposita from a small area and making ita loans 

within the same area. The banking business was origi.nally 

a relationship between customer and banker on a basis of 

facta familiar to bot h in a community of mutual interest. 

24 

It is this type· of bank that pioneered the growth of our 

country and aided in the development to ita present greatness . 

The evolution of our banking system has brought 

changes, soma desirable and soma undesirable. In the early 

dqs branch banlcing was unpopular and in soma areas defin­

itelf prohibited, as it still is in several states. While 

there was a considerable development in the field of chain 

banking in the closing years of the last century and in 

the early 1900's as well, i t was not until the late 1920 's 

that there was anr development of consequence in the field 

of corporate ownership, management and operation of groups 

of b•nktng institutions . 
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The intenain dnelopunt of bank holding companiea 

in the twenties was preceded b7 several atte.pts to est ablish 

a co!lllllliD.i ty of interest among groupe of banks . As ear lJ ae 

1902 it was noted U.V A. Barton Hepburn that "The prohibition 

against the establishment of branches and the desirability 

of close affiliations are denloping a system of joint owner­

ship in banks. • In the same year, H. Parker Willis wrote of 

"A process of federation • • • t hrough the efforts of coteries 

of individuals to acquire stock in groups of banks. • Also 

in 1902 Horace White wrot e that •some of the l arge banks in 

cities far distant from each other have been exchangiug 

shares through the persons of men who own controlliug inter­

ests in each. " He described the process as being accom­

plished by "Individuals connected with the large banks, 

b1J1ing the shares of the small one, and borrowing from the 

former the mon.ey which pqs for them, the shares beiug 

pledged as col lateral security for the loan.• 

In 1911 one of the larger national banks of the 

country organized an affiliated subsidiary company. This 

company immediatelf began the acquisition of the stocks of 

other banks and within a very short time had acquired hold­

ings in sixteen banks and trust companies, nine of which 

were national banks. 

The Solicitor General of the United States rendered 

-~-
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an .opinion in 1911 un!rieJidlT to thia t7Pe of arrange~~ent, 

holding that it wae too near an approach to 01111erahip of 

stock of other national banka b.r a national bank, recognised 

ae unlawful if done direct~. He argued that a state cor­

poration which owned and exercised control of national bank& 

was in realit,' engaging in the national banking busineaa, 

which in his judgment, was • - uaurpation of Federal author­

ity and in violation of Federal law" . Short~ after this 

opinion was rendered the national bank subsidiar.y in ques­

tion is und~rstood to have disposed of its holdings in 

stocks of banks and truat companies. 

It should be noted also "that in his annual report 

f or 1911, Secretary of the Treasury McVeagh asked for legis­

lation denying: • ••• with great precision to any bank 

included within its provision, whether national or state, 

the right to own stock in any other independent banks • • • 

There is no immediate danger to be apprehended from such 

holdings; but now is the time to protect for the future 

the independence and individualit,' of the banks; and to 

forestall in their caae the general tendency to the formation 

of undue cOIIbinations and truats. The prohibition should be 

ao explicit that ita apirit aa well as its l etter could be 

enforced ••• • 

-3-
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lloreover, in a special us sage to Collgl'eaa in Decea­

ber, 1911, President Taft aaked for legialation aaauring •The 

individualit7 and independence of each bent.• 

Thua it 1e seen that the trend toward •colllbinatione 

and truats• and their inherent nile na clearlf recognised 

and ftl'lled againet thirt, 7eara ago, but no action was taken 

to prevent the expanaion and growth of holding companies in 

the banking field. The7 continued to develop and literally 

DIIUihroomed during the speculative era of the late 1920 •a. 
Through mergers, purchases and other means the7 gained con­

trol of nuaeroua banks along with other non-banking subsid­

iaries. It was not until 1933 that there was &n1 legisla­

tion whatsoever designed to curb this growth. 

o 
One of the chief contributing causes to the devel-

opaent of bank holding companies waa the prohibition of branch 

banking in III8Jl1 parts of the countrf. Group banking developed 

for the most part in those sections where it was impossible 

to establish branches or to establish the• over &nT wide 

area and in IIIAll1 casu as a preparatoey step to branch bank­

ing, the organizers being of tha opinion that the7 would be 

peraitted even.tuallf to convert their groups into branch 11•­

•Tsteu. 

lot all bank holding ccmpaniea operate in the sue 

manner. So.e own all the stock of their sub•idiarr banka, 
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while others make no att-.pt at co.plete atook ownership, 

but are contlnt with control throqh Mjorit, atook ownerlhip. 

Some confine their actiTitiea to acquiriDg and controlliDg 

banks, while others not onlT control banks but alao a Tariet,r 

of other enterprises whollf unrelated to bankiDg. 

In general it can be stated that bank holding COII­

panies hue urelf combined into groupa, through an upan.aion 

and acquisition policy, banks that wer e preTiouely in exist­

ence. In doing this they han chaDged the direct local 

ownership of these banks to an indlrect widely scattered 

ownership by holding company stockholders. In addition, 

they haTe centralized control oTer the entire group in a 

relatiTelf small number of exeoutiTes of the holding com­

pany, thus eradicating the important element of local inter­

eat in local banks. 

How exten.siTe is this control of banks by holding 

companies? it the end of 1939, the latest date for which 

figures are aYallable, there were 41 group eyatema (those 

with three or 110re banks), co~~priaing 427 banks and 869 

branches, or a total of 1, 296 banking offices . The deposita 

of these banka totaled $7,173, 385,000. Of these groups, 

eighteen were •leading" groups -- those with six or more . . 
banks, and $25,000, 000 or more of deposita. These eighteen 

group a included 336 banka and 809 branches, or a total of 

-5-

Regraded Uclassified



1,146 benklng offices, aDd $6,858,0?0,000 deposita . 

11hile the mabel' of croup• h.u dl•h'abecl b the 

put ten ;rears, through inaolnnq, •rger or eonnraion 

into branch bank a;rateu, the JUg11it114e of the problea baa 

increased beoauae the expansion and deposit growth of the 

existing groups during that period has enlarged their po­

tential econa.lc power. 

Of the 41 gr oups oper ating at the end of 19::19, 

all but three included national banks u rnealed b7 reports 

to t he Comptroller of t he Curr enc;r. The nUlllber of nat ional 

banks included in these groups waa 248, with 747 branches. 

Their deposita totaled $6,496,020,000 - 76. 6% of the deposita 

in all the group banks and 17 .2~ of total national bank 

deposita. 

A further break-down of bank holding oompaDf oper­

ations throughout the nation reveals that the;r control banks 

in thirt;r-one states and that in certain areu there is an 

undue concentration of total commercial bank deposita under 

the da.ination and control of auoh companies. 

For instance, in the Jew England states, banks 

controlled 0, holding companies have ,1,188,840,000, or 33.% 
out of total commercial bank deposita of ~3,426,190 ,000 . 
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The aajor portion of this concentration is reflected iD 

Kassachueette with 4~ and Rhode Island with ~ of deposita, 

In the Southern states, holding comp&DJ banks 

control 53% of commercial bank deposits iD Florida, 35% in 

Georgia, and 25% iD Tennessee , 

In the W.ddle West, the7 control 33% in Wisconsin 

and 63% in lfinnesota, 

North Dakota has 46%, South Dakota has 40% and 

Uontana 53% of commercial deposits in group banks , 

The Pacific states show a high concentration of 

commercial bank deposita under hold.ing companr domination. 

In seven states $2,043,701,000 or 37% of the deposita, total­

ing ~5 ,5S4 ,0:M,OOO are in group banka . Each state in t his 

area except Washington reflects a large percentage of de­

posits in holding companr controlled banks as follows: 

Arizona 23%, California ~. Idaho 28%, Nevada 80%, Oregon 

36%, Utah 40% and Washington 8%. 

(Place iD record Exhibit "A") 
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IIHIBIT ••• 

CCM'ROL OF B.ABIS Br HOLDIIG C<llPJBDS 
II CEil!'.LI.J SlrJt!ID S'I'ITIS 

»:;•ita 
(In thoua a of dollars) 

State J.ll Banka Banb in Percent,e o! 
Groupe Banka in roupa 

to all Ban.k:a 
• 

lCaasachuaetta 2,050, 579 989,423 48. 25 

Rhode Ia1and 323,854 129,264 39. 91 

Georgia 502, 751 176, 206 35.05 

Florida 411,678 217, 685 52. 88 

Tennessee 577,455 14.7,491 25.54 

Wisoonain 955,179 315,152 ll2.99 

lfi.nnesota 955, 656 601,774 62.97 

North Dakota 76,564 35,862 46.19 

South Dakota 99, 398 39, 566 39. 81 

Kontana 149,911 80, 266 53.54 

Oregon 318,357 115,716 36. 35 

California 4,312,888 1, 726,426 40.03 

Idaho ,100, 789 26,331 28.11 

Utah 163,565 75,331 46.06 

Nenda 41,009 33,099 80.71 
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J.a JOU are aware, S. 310 would prohibit the 01111er­

ahip bT a holdi.Dg ca.p&JIT of 110re than 10% of the stock of 
aD1 bank controlled bT it. There are aaDf corporation~ , 

partnerships and assooiationa which own, purelJ as inYest­

menta , 1110re than 10% of the stock of one or 110re banka. This 

Bill is not designed to interfere with all of these relation­

ships. It purporte to strike onlJ at control of banka bT 
corporations and not at investments of corporate funds in 

bank stocks . 

It was for that reason that a provision was written 

into t he Bill vesting in the Federal Deposit Inturance Corpor­

ation the power to determine whether the management or pol­

icies of an inaured bank are controlled bT a compaDf which 

is prirlarilJ engaged in bnaineas not closelJ related to 

banking and to provide that companies which are found not 

to control the management or policies of &DJ inaured bank 

will be eligible for exemption from the prohibitiona contained 

in section S. It is onlJ thoae companies which are in the 

buaineu of controlling banks which will be affected bT this 

Bill. .J.a heretofore stated, theJ are few in number but their 

ramificationa are broad and their potential power is great. 

Soae of thaa do not confine their activities to the control 

of banks . Under exbting lan thq wq engage in &DJ bu.li­

nessea whateTer, eTen those forbidden b,r their chartera, 

- 8-
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through Ollllership of stock.a in other companies . S011e of 

the~ do not preaentl7 operate nonbanklng subsidiaries, but 

there is nothing in the law tod&J to prevent them in the 

future from engaging in such buaineaaea and thua aubjeA~ 

the banks oaed and controlled bf t hem to resulting huarda. 

It is desirable that the banking structure of this 

country be maintained upon a competitive basis with units or 

reasonably smal l branch systems in which the shareholders are 

local people, who know local conditions and have an interest 

in local affairs, and that it be free from undue concentra­

tion of economic or political power. In the. light of pres­

ent d&J economic and social conditions, it is essential 

that democracy be strengthened wherever possible. One war 

of doing this is to prevent &Dl section of the country from 

33 

being dominated in &Dl sense, commercial or otherwise, through 

the control of ita banking facilities bf a corporation. We 

feel strongly that it is unwise to wait until absolute control 

U,y holding companies hae been established in the banking field 

before attempting to cure the evil, and, therefore, preventive 

action should be taken at this time. 

It is hardlf necessarr to outline to this Comaittee 

all the evils of operation of banks through holding companies, 

in view of ;your find.inga in the course of your investigation 

of this subject in 1988. You will recall that in its report 

- 9-
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prepared at the end of that innatigation, thia Co•ittee 

recommended that legislation be enacted in order to prnent 

a recurrence of those eTila. 

34 

Probably t~e greateat potential weakness of holding 

company banking lies in the aanipulative possibilitiaa Which 

are present. J.a was pointed out bf Solicitor General Leh­

mann in hie opinion of November 6, 19ll, heretofore untioned: 

"The other enterprises in which the COI!p&llJ ia engaged fM1 
. 
stand in need of credit and of funds, and it i.e too 1111ch to 

expect that the comp&llJ's banks will deal simply u banks, 

equitably and impartiall1 as between ita own aubaidiariea, 

and persona and corporations with whom it ia not affiliated. 

The temptation to the speculative uae of the tanda of the 

banka at opportune timea will prove to be irreaiatible • • • 

If DAnf enterpriaea and m&D1 banks are brought and bound 

together in the nexua of a great holding corporation, the 

failure of one wq involve all in a cOIIIIIOil diauter. hd, 

if the plan ahould prosper, it would uan a union of power 

in the .... banda over induat17, co...rce, and finance, with 

a reaulting power over public affair s, • •• • This warning 

of Solicitor General Lehunn 1a enn more pertinent todq · 

than when it waa uttered. 

'l'he 110re co.plioatecl the corporate relationahlpa 

in the g r011p and the greater nllllber and tnu of nonbenlrhc 
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affiliatea, the greater are the ..nipal&tlTI poaalbllltlea 

and the more difficult aupel'Tiaion beoaua. The exbhnoe 

of organization~ so large, illportut, Wluntia.l md wide­

spread as to be able with illlp1ml~ to flaunt goTel'llllllnt 

authori~ placea 1n the banda of a few •n uncontrolled 

power to direct the liquid reaources of the nation into 

whatever channels they see fit, to undul1 contract or expand 

credit without regard to the national interest , and leavea 

the nation defeneeleaa against the eno~ua econo.ic and 

social consequences which would flow from an abuae of such 

uncontrolled power. The pouible result. are eo Olllinoua 

thet a situation which might give rile to thea should not 

be permitted to exist. 

Cloself related to this problem of bank holding 

co.panies and to its correction is the problea of supervision 

of bankl in general ana the sanction. available to the otfioe 

of the Comptroller to enforce compliance with national bank­

ing lawe and safe ana sound practice. There are at the presant 

tiM 5,140 national banb, ill of which are exuined twloe 

rearlf by the exawh!pg force o! the C011ptroller. 'l'hia M&na 

thet 110re than 10,000 report• o! n••lntiou flowr through 

the Wuhington heaclquarter• each reu, there to be rerll'tNd, 

analTsed, and uaed u the ba1ia !or aar nlolll&rT supe~rl•orr 

1hpa to en!oroe the Mnkhg atatutea ud to insure aate ud 

-ll-
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aOUDd benklng in the public intereet. 

In the n.at •JorltJ of cuea the 'bub, .Uthu 

or not uabere of holdlJig OGIIp&IIJ group•, are u llllch inter­

ested 1n ~~~&lntainlng high atandarcla as are the aupernaory 

&uthorities . It .dght be eald that they euperrise theaeelTea, 

thus materially reducing superTision bT goTernuntal author­

ities. In a predominating nuaber of those cases where 

superTiaory steps are required, suggestions and perauuion 

are all that ia neceasary to aeeve wholehearted eo-operation 

from the directors and officers of national banks, Occasion­

ally, howner, situations arise which requi.re the application 

of effeetin sanctions. .Although thoee situations are fn 

1n number, it is obTioua that the whole struct1U'e of effec-

tual superriaion depends upon their being wisely and I.partially 

but firaly handled, and that there ahall alWIJs be in rtllrTI 

penaltiea adapted to the point at iasue and coamenaurate 

with ita illportance. The existing eanctiona which haTe bean 

granted to the Office of the Ca.ptroller are either 1m1uitable 

or too draatio for &1IJ bllt the 1101t e:rtr .. cuea. .Abloat 

lnT&riably if firalf applied thw,r lnTolTI the teralnation 

or dissolution of the b•nk1ng usociationa rather than the 

correction of r .. diable erlla 1n operation or practice. 

The raonl of buk o!fioera oatliucl in aeotiQil 30 of the 

Bukhc JGt ot 1938 11 at. aDd -"•• .. 1a opentiOR. 
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Furthermore, it does not alW&7s serTe to bring about the desired 
improvement of criticised conditione. 

Experience has shown that an unwise dissipation of 

earnings through the p~nt of excessive dividends to share­

holders has been an important factor contributing to the 

failure of banks during past depressions . Through such p~­

ments , mediocre or poor managements have been able to per­

petuate themselves in office bT gaining favor with shareholders. 

Almost all bank holding companies are directly 

dependent upon income from their bank subsidiaries to pay 

dividends to their shareholders. Oftentilles such income 

is neceas4r1 to bolster up unprofitable nonbanking subsid­

iaries. By a large dlvidend drain on such banks the ultimate 

owner (the shareholders of the holding company) may be kept 

content and any manipulations of unsatisfactory conditions of 

the banks may be soreened behind a favorable publicit1 on 

earnings . 

The type of control over dividends which is pro­

vided for in S. 310 would be of inestimable value in general 

bank supervision bf affording added protection against unwise 

dissipation of bank earnings as a result of an unsound divi­

dend polic1. Such control would provide a wise conservation 

of earnings in those cases where a bank!• condition is so 

-13-
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unsatisfactory as to jeopardize the interest of depoaitora. 

It would afford a auperTiaorr power over managements purau.ing 

unsound policies that eventua~ lead to the weakenillg of a 

bank 's condition. It ia preventive medicine. 

In add.ition, it is imperatiTe that &II1 bank holding 

oomp&nf l egislation authorize the supervising agencies to 

veto excessive dividends b,y banks controlled by holding com­

panies . 

In the experience of the Comptroller's Office, 

there is much evidence of the nead for an "intermediate• 

sanction such as dividend control. Of recent occurrence . 
is a case wherein the principal differences centered around 

unwarranted dividend payments b,y a large national bank to 

its holding comp8J11 affiliate. In the period between 1927 

and 1940, this bank paid out some $86,000,000 in dividends 

while laboring with an unsatisfactory asset condition. 

Ultimately in response to pressure from the Office of the 

Comptroller this bank increased its capital b,y $30,000,000 

but was forced to go to the Reconstruction Finance Corpor­

ation for the aone7. J. aore conservative dividend policy 

would have provided this additional protection for the de­

positors from the earnings of the association. This would 

·not only have been sounder practice but would have relieved 

-14-

Regraded Uclassified



the government, through the Reconstruction Finance Corpora­

tion, from the necessitr of furni1hing the money. The 

Office of the Comptroller repeatedlf endeavored to secure 

a reduction in the dividend rate of this bank but without 

success . 

The files of the Comptroller ' s Office are full 

of examples of disasters which either could have been 

avoided through conservation of earnings at t he expense of 

dividends, or in which a too generous dividend policy was 

at l east a contributing factor . 

The receivership of the Central National Bank 

of Spartanburg, South Carolina, the Peoples National Bank 

of Latrobe, Pennsylvania, the First National Bank of 

Hempstead, New York, and of many others are eloquent tes­

timonr to the value of dividend control by disinterested 

supervision. Such dividend control cannot, of course, 

prevent all receiverships but it will be a great assistance 

in conserving the assets of banks which are ~mning downhill. 

Legislation for control of dividends by supervisory 

authorities is not new. The statutes of four stat es vest 

full discretionary control over dividends in the state super­

visor of banking. Careful inquiry has developed that in 

those states the exper ience with respect to dividend control 

baa been verr aatisfactor.y, both from the atandpoint of the 

-15-
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aupemsing authoritr &lid of the b&Db. 

It ia for these reaaou that we request the 

power to veto the declaration and p.,ment of excessive 

dividends. Responaibilitr for the legalit7 and propriet,r 

of eaoh dividend should continue to reet upon the board of 

directors of the particular bank ae at preeent, except 

where it affiru.tivel7 appears to the Comptroller that the 

declaration of a dividend ie not in the public interest. 

B.r enactment of legislation providing for the 

termination of holding company domination of banks, imple­

mented b7 veto control over exceeeive dividends, rou will 

make it poseible for us to stand guard more competentl7 

over the countq '• financial etructure and to 11111et more 

tui17 the reeponaibilities which the Congress has placed 

upon ua. 

-16-
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TREASURY DEPARTMENT 

I~ 0~ COMMUNICATION 

...... jpri1 23. 19111 

hortte.l'7 llor,atllol». 

11r , Ooobraa CONFIDENTIAL 

ll.eeioUred. ohrllac truaacttoao ot tba reporu111 llulr:>a .,.... •• tollowoa 

lold. h C-l'Olal 00-1'101 
Pwob&Md. tro. _...Sal oo ... .,.. 

In tbo opea -.rlra\, e terli.JII •• qaotod. at 11.00-1/11 ~t tbe 4a7 • 
.. ,. ao reporhd. t ..... eacuoao, 

In In Torlt, olo&I.JII qaot&Uou tor \he toretca avrwaoleo Uoted. 'below Wl'l 

tollowoa 

Oaaod.l&o d.oll&r 
hloo treao 
... d.leb c-..... 
Rlloh...-1< 
Lira 
.t.r,.,uae peoo (trea) 
lrallllaa allrelo (tree) 
lle:a:lou peoo 
Ou'bu PliO 

la bapt, tba ,..... •• -.p.la quoted. a t tbe ovrat low ot ')-5/}21, &ed. 
, .. ,, .... ,IC r-la•d. &t 3.90. 

!hore W l'l ao cold. t......aoUoao ettected. 11;, 1lO Yltb toretca e«mtrliO tod.&To 

!be hd.er&l ••- lui< ot ••• York reported. tbat tba lui< ot Olllld& _.. ho 

~:::'• ot cold. Yitb a ..-~.aed. 't'alu at $7,oll7, 000 t..- Claada to tllot h6oral tw 
"' ot tba ao..,._t ot O.v.S., tor oale to tba IIY Torlt ~•oaT Ottlce. 

!Itt Jar- at 7oretca aad. :DoMeUo C-01 reported. oa .11 22 \bat tbrle 
11111-•to of rettaed. e11nr llo.llloa to\alllll Jao5,000 -•• lett In York t• ,_.,, 

la l.ond.oa, a prloe ot 23-1/24 -. apia tbod. tor lletb opot &lld. torard. otlur, 
oqu.l'FUeat to IQ,67Io 

'l'be '1!1'•-:r'• ,....,. .. prloe tor for•tca elbor •• tteo!wen&~d. nt 35#· 
oan .. • • 11\\l-t prloa for foretca ollftr •• alto uollaapd. a t Jlf-J/'41. 

Wt _.. ao pvall&•• of .u ...... tod.a7. 
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AMHERST COLLEGE 
Amhtnt, Massat:IIIUdtl 

OI PAa TM .. T o r POLITICAL t C I UICI 

.&prU 23, 19111 

POJ'll .. th1o UloJ I a aobOitl~ rov lr:ia4 aa4 p»r..,. lotter ot 
I.Sth. 11r onoo of obUptloa to -.rot Coll~o 1o oaMoclocl OD1r bJ •r 
to be ot oorrtoo to JOG Ia -tner oapaol tr :rou •:r thialr: boat. 

Cllro ... taaooa loero, how..,or, o ro ..,oh u to •to 1t cUttioult Uld a 
ooborroaalmc to oak tor • loaye ot ob ooaoo betoro tho oDd ot tho proooat 

'ooo•doolio ;roor, With .,... aoator .. abor ot tho doportaoat alrHodr awo:r 011 aobbotloal 
It&" rq oollo"'""" or o ofta aow onrburdoaocl. At thh tl• ot year It 11 ox­
t,..• lr dlttloult to - arr&AC-•to with ao•ou troa tho outoldo to tako ap 
oo4 oorr;r oa q oourooo. !bio .. .,, that It l ollould loon before tho a14dlo 

•:r aa addltt ... al aD4 uroaaoaablo load would be lapooocl "P"" Protoouor Zloclor 
llr , Deucbortr, tho otllor two Mllboro of tloe doportMat. lltoopt 1a ooao ot 
JIIOOaal tr l allould bod t oto to l•poao "P"" - Ia tl:d o wa;r. !l>o atudoata 

Uld aoro apooi&llr q a oat or croup atpt q1ll to rlptlJ tool aJuotl:r trooto4 

It ·-- ..raatliar with t loe 'IIOr lr: thor haft beq dotac up to dote "" to 
atuopt to oorrr oa 1a thoao f<n r-1Ja.1AC oruolal wooko. 

Tlloro h a..othor tootor wl:doh ooaplloatoa aattoro. At I t o roooat 
-·th"' tho Board ot Truot .. o appolatod • •• tloe tlrot tao•boat of tho !llrlpt 

llorroo Protooaoorollip ot Polltloal Boloaoo, It al.pt bo ollllorruolmc It l 
... ,.. to aak tor • 1ooft of obooaoo tor tho ro .. ID4or of thh roor 1-l atllJ 
t ol loo!JIC that oppotat.eat, Tho Collop aa4 ., oolloapeo lloye bon "r:r coaor011o 
lo ,....f'ACIIIC q '1101'1< oo a o to poral t • t o apoD4 t wo or throe do;ro oooll wool< 
ID 11ooll1Jict- I aa a,.... thot tor tloe aoxt tbreo -kl arr&AC•-ta oaa be -.do 
to looroaoo thh tiM to three or tour do;ro. '11 th tloe bec1aatac or roadtac 
porlod oa lllJ 12th, ah>OO thh • rkl tho oDd ot tor»l olooooo tor ad-ocl 
otudaata, I will b o a ble to do.oto tl&ll tl• to ., work Ia tloe fro•.....,• 

I apoloct .. tor aoatloodac tllo oo dotolla ODd do oo ODly beoou .. I 
JOII will uadorotaad er I hll1tato t o Ilk t» Coll•c• tor full loa ... durlac 

aoxt t ow woolca, It 7"" at111 woat .. 011 o. tull-tl.ao baah bopmdac tho 
lliddlo ot ••r or tloe t1rot ot .J- IIDtll tho beciaa1AC ot tho tall tora at lout, 

I lhiLll be ... ., hlpw to .. to eo.-r a rf'ACO••ta o.ro ••••uar:r • 
..., I add to thh ., belatod ocmcrotulotloao to JOII aa4 •ro. • orpatball 

rou twoatr-n ttb o.aat ... r oorr. 

n . lceorablo .. ..., ...... thou, .Jr . 
••rotar;r ot tho froo.o11f1 
no•hlzoct,.,., D.c. 

l11101rolf JOOlrl o 
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WAR DEPARTMENT 

liD :IOJ.-B\Inla I J- H. 
(4-16-41)0 

The Honor able, 

WASH INGTON 

The Seeretary ot· tbe Treuury. 

Dear Ill'. Secretary: 

APR Z a 1M1 

I ban 7011r lett er of April 16, 19411 in which 
;rou co-.d Major General Ja .. H. Burne for bU work u 
a ..O.r o! the IJ.aieon COIIIIIII.ttee appointed b7 tbe Preai­
clent on Decuber 6, 1939. 

It ia grati!)'ing to bam tb& Major General 
Bllme' 110rk has been belpt\11 to ;rou. Your letter will 
be placed with bU official record. 

S.cretary of War. 
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44 
.t. botU..,.ok in tbe prodiUJUca ot ilo~ -. ar1oue}T 
~ \U prCIIP'UI of •U~ ur-, will -..n 1a tile illpoal. 
uoa ot rJ.cid pr1orU1N 1a .U - ~. U ... ._. 7~ 
1>7 Bonj ..WO 1. l'alrl_., • ....,.r ot taa •Htt ot otti• ot Proll .. uca 
...,.._, pr1..,U1• il!reet..,, L Jl, S .. U1a1u, Tro 

•• u. l1tera11T 1- witll• •••1• 11'a1rl .. a dlaoloeeil to a ~an.r 
'lbo touil Ida •1~ l&lldar a table 1A tbe ott1M ot tbe Ratl-.1. ~.a-a. 
UOCI ot IIUiutaoWHrl• 'le u. atullllia& aU O'fU' ourMlna daa to a pla\laan 
ot •oh1Aa toolao 1 

•Boat ..U... \U real rub o.-a 111, 1 be ~~Wail, ~tr&till& "" a 
paaai.A& etoiiQCNpbar, 1 1• 111 • laek ot do~aar -.• 

!l1P O.P.X. ott1o1ale, o..tina111S tbe ,ep...t, up~ ibet tM eonaco 4~lopa4 ae • re.W.t ot oa,.oUUn bl441JI& tor 4o~aar 
...,,. 11rdooe ba- \U O.P.X. prol!uoUca 41T1a1Cil Uld tbe .&MrioaA 
BoUle t• ~eaica. 

I.e a real\, Uuo' a14, \U ciatlnc atoetpUo bee balll ileplah4. 
'ft>e7 toreoaat u a11 t Uata poae1b111t7 tho N01'111tMAt ot $2 .. • 7&ar ...,, 
tbe eupp}T ot whioll, U -• reported, 11 rtn1aallT l nmautablo • 

.t. b.itob 1a tllie eolllUCil io ~~ prob1-. ho_, 8T ile'rolop­
I&IIM ot tile aoUrttloe ot tile Dot- o-l.11i ca pr1• atabUbaUca 
41daica, 'lllOM 4!reetor, LeoD Blllilar- 11 II:Doe t o taar • prioo 1111ro1 it 
tllie pleA 1• a4opta4. 

' I iloo•t eare it tll..,ore w...tll t...:r or enD tin tiMe •• &ob, 
1 llaD4oreaA ileolu.il 1A a tar• 5,000 ww4 oablo tl'ae Porto Rioo, 1 \ llq 
oaA't pt •WilT with u. I'll 1An1wto ilfteUo aoUaD•' 

~ ....,.. •'- t o -• ibe _. ... ..,, 1••• B. 1-, hileral 
Lou M•IDI•tr&i<r u4 ilirNtor ot a..Ua1Uau ot -t apuiee, 
UDOI\D...S tllat be ... OODI14arlnc a $12 00000 000 lou t o .&Mriaa iaolutr7 
'lllioll u llaU- will .Ule \U proillloUca ot _..u illouu4 _. ot 
4 ol le-g,..ar ....-t..-.. 

tr Uataa Mll'fW7o lla .......S, _.,. ba upene4 u a realt ot tU 
loaD, llowftr, ••-ob •• taa ,.....w •ca'-latae .U proclaoUca ot tile 
-une illr~ • tftiDheofr-wUida apJ)I'eDU•*IP prccx-. ......,. 
4~ - will bacia a1 tirtt rt• preei41Dh 1A blmllre4e ot .-ri­
laknri .. , u epl•l_.., oan1.111 ~.ooo ~lT to etart witb Uld -"1., 
40ft onr tu oOIII'M ot a tft -u.. to tile $1 ealar7• Olloe illl7 ....,. 
aobionil ~11 otatu, t.l11rtr7 opob- •14, \ ll17 wlll be rol.....S to 
ibe~r-t. 
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44 
A boUleneol< 1D tbe produoUoo ot doU......-TMr - • ...-1welT 

~l.JIC tlle prcpoeN or D&UCIIAJ. dar ..... , will -.u 1D tlle 1.o!Poa1-
Uoo ot r1&1d prlorlU .. 1D tbe -.. tl&tv., i t •a • .._..oecl Taater4q 
liT llonjai.D 1. h1rlNa, a -r ol tala atatr Of otf1oa ot ProdoloUCil 
~· prlorltlaa director, J, Jl, Statt1DJ.u, ;no, 

•we are lUarallT 1- with ataal, ' hlrl .. a d1aol- to a r<!Portar 
11bo tOOllld bla aluoq>aei UDder a table in the ott1oa ot tbe He.tiCIIAl Aaaoeia­
Uon ot llunateow.rara. •wa ara etullbl111& aU Oft!' ourael.,.e d,.. to a platbora 
ot aolli.De toola.• 

' lltlt wbera tbe real rub oc..a 111,1 ba ad4ecl, d-tratl.JIC on a 
paaal.JIC ateJIOCl"'lphar, 1 1a 111 a laolc ot dolla.r-a-TMr ..,.. 

ll1&b O.P.II. ott1o1ale, o<llfirllill& tile T8Port1 explai.llad tbet tile 
allartaca d .... lopad u a re8Ul.t ot o....,aUUn biddill& t or doUazo-a-TMr 
...., ,e ean 1oaa bat- tbe O.P. X. produotioo 41rle1on all4 the .&mar1ou 
Battle '" ru'wn1:a Oci:Diaeica. 

Aa a raauU, Ulq aa1d, t he u 1at1.ac atool<pUa baa beall depleted. 
ftq toraoaat •• ., ~1&\a poaa1b111tT t ile raorui-t ot $2-e-Taar un, 
the oupplT ot wllloh, U wee reported, 1e YirtuallT i.Dubeuetabla. 

A bitoll 1D tllia aolutioo to tlle probla, lloWYar, MT danlop -
oaUM ot tile aotirltiu ot tlla Detall8a ec.u .. 1oo pr1oa etabUisaUoo 
d1Y1e10D1 wbooa director, Leon Header- 1e kiiOWII to fMr a prloa .,1re1 1t 
t ll1e plan 1a adopted. 

1 1 d011•t oara 1t tllq'ra w<lrih tour or e.,.11 tin tiue ee ,..oh, 
1 Headera011 declared 111 a teraa 5,000 word cable traa Porto R1oo, 1 tllq 
ou•t p t •aT witll it. I'll illetitute draeUo aot1011o1 

'nlld.Jic qaiel< a tepa t o -t the -&&liCIT 1 :ra .. a H. 101188 1 Federal 
Loan AAe!niatrator all4 diraetor ot aoqu1a1Uone ot Gonr-nt &p~~oiea, 
lliiiOWioad tbat be wu ooneiderill& a $12,000,000 lCilll t o Maz-10&11 illdutrT 
wbioh be ball- ll'1ll -bla tha production or -ral tll....-..4 groaa ot 
dol.la.--TMr a4Tiaora. 

D" UU .. 4aliYarTo be ..nad, O&llllot ba expaoted aa a reoo.lt ot na 
loall, 11-, s..a.moh aa tala pracr- oCDtaoQ'latea tile produaUce ot the 
uawu.,.a tbr...pa ~fr<a.withi.D appr&llt1oaahip pragrea. lilbr'Tc r 
d~ear - ll'1ll baglll •• tirtt Yioa prao1deDta 1D hUDdreda ot .&ar1eaa 
1D4uatr1u, ba ou:pl.a1.ud, M.rDiJic ~.ooo 11111111l1T to atart with a114 worldac 
down onr tha cCUl'H ot a taw -tile t o tbe $1 aal.arT• Olloa tllq beYa 
aolll..-.4 tb1a atatua, 1.D4uatZOT •P<>D- aaid, t llq will be ralaaaed to 
tbe Ooorer-at. 
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TO 

SubJect: 

-. -
~--

TREASURY DEPARTMENT 

INTER 01"1'1CII: COMMUNICATION 

Secretary Korgenthau 

H. :0. White 

!he British Oaeh Poeition 

1. 'fl!e British eatiaate that , ae ot April 1, 1941, 
ther bad $1, 5t7 a1ll1on ot available gold and other aaeeta 
convertible into U. 8. dollar&. 'l'h1a does not include 
1300 ~.1llion ot British private dollar balances, 1105 
lllllllon ot gold borrowed trom Belg1ua, nor 128 m1lllon ot 
scattered or otherwise unavailable gol d. 

Br1t1ah dollar aeeete as ot Apri l 1, 1941: 

Gold ( excluding ecattered and 
Belgian gold) 

Ottio1al dollar balanoee 
Marketable u.s. eeour1tiee 
Direct inve stment • 1n u.s. 

Total, Brit1eb eat iaate 

Private dollar balanoee 
Belgian gold 
Scattered and reserved gold 

Total 

(Wlll1ona- u.s. ) 

I 92 
69 

526 
900 

11, 587 

~ 
28 

$2,020 

2. Actual B.P.M. oommltaente 1n this country on 
April 1, 1941, totalled 11, }09 a1ll1on. Aaendmenta and4 adJuatmente are expected to raiee this t1gure to 11, 33 
million. 

/ 
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Balanoee dUe troa B.P,M, on jpr1l 1 

l. On oontraote eiped before 
J'anu.arJ 1, 1941 
(fnie 1ncludee all ... n4aente 
to euob contract• aa4e between 
J'anuan l and Marob 31, 
t otalling 13~ a1llicn) 

Dhhioa of llone'&rJ 
Reeea.reh 

(Millione- u.e. ) 

11,061 

2. On contract• eiped aD4 cpticne 
exero1ea4, J'anua n 1 to March 31 162 

36 On p&J&ente due French 

'fotal 

E•tiaated ad4itional aaendaente and 
adj111taent1 t or contract• taken 
o•er - net 

Eet1aated balance due, April 1 

11,)09 

25 

3. Ot thea• coam1taente, the Britieb eatiaate 1636 
1111ll1on will tall due, April 1 to Auguet 31, 19~1. In addi­
tion, they anticipate aak.1ng other dollar expenditure• 
during th1e period totalling 1131 a1ll1on, ot which 167 
1111Uon repreeente p&J&ente to th.1rd countrie s other than 
Canada. 

Aaalnet these dollar requ1reMnte of 1317 a11Uon, the 
Brit1eb expect dollar rece1pte on current traneactiona ot 
1167 a11Uon. !hie .ua 1e coaprieed of the following 1teae: 

u. ~. exporte to u. a. 
Sterli ng area, net receipte 

from u. a. 
B.P. M. aiecellaneoue rece1pte 

'fetal 

(Million• - u.e. ) 
I 75 

75 
___ll 

I 167 

/ 

4? 
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-'- Jlh1.e1on ot llone '-1'7 
lleMareh 

~. to ••' 1ihe ••U•'-4 1650 111111oa oaooo ot 4ollar 
0 xpon4Uur•• onr roooJJ~hi April - .tapoti 1~1, 1a1o Brl Uoll 
an'1o1pa1io oelllna 1ibe tol ow1na • r'tal atto,t: 

u. s. ooouri1iiot an4 41root 1BYott­
MB1it in u. e. 

Jewl;r-a1no4 gol4 
Retan4t on B.P.M. oontrao't an4 

oap11ial attott taken oYtr b;r 
u. e, OoYtrnaon' 

Gold and ottioial dollar balanooa 

fo'-l 

(Mlll1ont - u.s. ) 

In addi Uon to tbit 1650 lilllon, tho Bri tiah told on 
April 4, 1105 111ll1on ot Belgian gol4. Prullaabl:r thit 11 
not 1Bcl1lded in their anticipated rooo1pta, 4pr1l \hrough 
Auguat, beoauao ot t.bt otteett1Bg 11ab1llt7 whioh the;r w1oll 
to 11qu14ate at qulokl:r a• pott1blo. 

Tho BrU1th han alread;r t old 1 65 111111on or diroot ln­
Yeetaente and will roooiYe an addi,ional 135 lilllon when 
the Thooao t'oolt 11 tol4 to tho publ1o. :It aecurU)' ealoa 
during thia tiYo-aonth pario4 are at tho tale rate a• ln 
rebruar:r and llaroh tho:r will &IIOUJl' to OYer 1200 111llion, 
leaY1Bg lett than .100 11111on to be aoouro4 b;r the turtber 
ealo ot diroot 1BYtt1ilontt. 

lowl;r-111ae4 Iouth 4tr1can gol4 anilalllo 'o t.bt Brlfuh 
it - utt-.w4 to be 1 '20 11ll1on per :rear, or ll6o 111111on 
lower than $heir prortoua oatt-.w. tho Br1Uah are now 
1nolud1ng 1n tholr nowl;r-111ned gol4, 1110 11ll1on ot 4tr1oan 
colonial pro4uotion, brlngina tho total of newl;r-11Be4 gold 
aYa1lablo to tho• to .-oo 11ll1on annuall;r or 1167 11ll1on tor 
a t1Ye-aonth period, 4 uatral1an newl;r-11ne4 gold, aaountlng 
to 175 lillion anna&1l;r, ia now lnoludod in tbe ant1o1pated 
11rohand1ae eJtPOrh ot the tterllng area. 

5· On the llath ot tho aboYo ••U•tea, the net ro4lao­
U on ot Br1t1oll holdinf• of r.l.d and a11ote oonYertib~ll1nto 
u.e. 4olla.ra, April 1 o Bop olli>or 1 , 1~1, will be ~r 
lillion. ~ aaftlOt $bet b;r t.bt latter elate the Bel.glaa 
gold will hen boon rop&14. It don not allow t or ohanpa 

48 

Regraded Uclassified



-·- MWllll• ot .... '-'7 ....... 
1.D M$e' ftlao ot V.I. ~ Uoo • a.r 1a7 &loous 1 N~ 
...... Uq~~U.Uoa ftl.• eal oeu..-.. -..1110 ot llrU1u 
41;reoc un• ... ••• 1a tlalo _,..,. tile llrU1u .. ,.r 
auet , .. 1uoa - o:aladn ot prhaeo .. llar Mtp-.10 _ 
•• ot loptoalMr 1, 1,-1, 11 aaUat.pa-.. to 'Ill ao rou-o1 

loU (oao11141ag ... uol'M) 
Ott1o1al Collar 'lll'uooo 
Markot&blo U.l. IOO.rit10I 
J)1root 1JITIOtMDCO 1D U. lo 

total 

(M1111oae - U.l.) 

• . 127 

!h tU7 1111Uoa ot pl4 M4 o!'t1o1al ullar .... , .. ,,, 
whloh the llr1 Ueh oaUNCo tbe7 Will hol4 OD lopCoaber 1, 
tallo tl23 a1lUoD abort ot tho t250 a11Uon whloh 1ha 
Br1Uih 4u1ro eo ••-laC. 111 pl.& or U.l. u1lara Urias 
tile ao:n !'1Yo -1:&•• Kcnronr, 1t ~ lopCollbor 1, 1ihl 
tl05 a1111oa ot Bolc1P pl& laae ao• 'llloa ;repel&, .. 
llr1 Ulh hol&1ap ot pl& M4 oN1a1al Collar lleh•ooa Will 
eotal 1232 a11l1oa, or o~ tU a11Uoa abort or a. llr1UIIll 
pal • . 
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(Biped) B. Uorp~~o, Jr. 
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- APR 2 3 1941 

... lt.. at s• _ ..... ,,. 

......... ... ... 1 u • ...... ...._ 

...... 116 '• • , - .... '? I I a e .... , .. _.1._ .. 
a •· ...... 

(Signed) 1:1 • &loraeotbao J ' r. 

a ,.,..., .... __ 
~ 2. 

•c 
:-.rr:..!!.. 

5 .. 

........... I 
9 ........ 

,68 
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APR 2 S 194\ 

........... 't 

,.._,,., a 1s 0 
... .,.,.....,. tlaerwtl 

a ... ,.., twa adtMw ........ t1 ...... a 

_..._ ea•lai,...__Pi :Aaea..-atla _ ........................... -...... . 
.l(llrll .... - ........ - .... lr - · .... ... 
........... _..__. 0 

WUl ... ~~~a~~r ...... - ............. .... ...... -'.,.,_ ......... --·---.. . ..... ..... 
lSigncd) II. tuorgentbau, Jr. 

•• ; ,.. fl .. •• a 
b 0 .. 

.......... aerwtl 

.......... 
STrli C T~Y CONFIO ENTIAt 
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,, ............ _.. 

0 

,. •n• llr U. Prnl 2 7 _. U. ..._ .,.,... • -.u ._. 
1~. *!Ill Male lll\1! u. ....... el ..,_ ..U•l• Sa c:-.la 

.., \1!1 11111\14 -. •• u-. u u~ • ml!,.rm .. 

ScW'n ••llln _ _., et C:.x'"en ...-et.\r -•'• M ,.. •• , 

........ 1111• ""' ... • .. ol pouibU.1U..-~ 

tw lAtDrMU• Sa -uc. lllU. U. 41-Mi• el ......-1 

..u •• Uti ... a...-u .. - ... ol -· lat.eDded 

w be ..mu.a ,... u. .,s tlr•• ar 1o 1o attl•S.U Sa ~ 
• 

sac ISla\ u.r ., wLA ,. lilllt' Sa ~ u a Nllll\ ar u. -rsl 

;IOllq et• ... belli ........... 

n 1e u 7 u.as. ,.,., .. ·••- at u..., a,.uw 
11, I. ,... ' .. ._ · ; \o w ..-ei• lllU ~ w _ _. lllUa 

......,..saw attlalale ar u. c..sl• Ooo"''"""'-"' _. u. 11r1ua 

tw Ual 11 •uu• at ll?dpl0 ~u-, oUiar ort•nn• -· 

AN\etll •\wi.U, .. oeMr- -..J,1110 .. U. ....... ( .......... 

•• lrtu•) alNaclr Sa ,.., 2 .l ar -'1• 1a c ,., aa• ~ 
7 ... ,. -..u aeo1- u.. .-- _. ,..u .. aat.~ar~ ar :...a•• 

IU1I1U -..oltro _. \Ill bel\ 1111J Sa *loll 1\ - be .... td.Ua • n.. 
w u..sm..,.uca e1 u.IIDlw -...,a. . ., _. lri\1111,...... ,.. 

-~\111~~----·S f 2 OUCJ U-lle--

-·· .... ·---"- ...... --· ...... .,, _, -.... , .,. 
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~.IDA'S AVAll.Al!U SI.'RI'l.US CAP.lCITl 

l'al 

1M! PP.OOOCTIO!! at !MIITlOIIS All!l O'lH!1I SUPPLIES. 

&P!UL :>ltt, 1941. 
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z. ,. 
4. ,. 
6. 

?. 

.. 

• • 
., ••• .,... AfrU ll.A, 1961 • .... ,., 

., 
,,m••~ ~ wacnr • au u; ••• 

l
.-uc ,..at~ ,.....u. ~ .. , 
M ..... )10 lMZo _. .. M 1-. )II,) 
lMZo ro , .. u~.) 

I 

... Jl.lW. ,.. p.l?t.L 

Janl _. • .-. .. t Y....U, 
Cu'ftt\.d w Wi.Pssrupen, t 10,~.ooo. t 23,JOO,ooo • 
.......... t atpe, 
~- 9,)00- 47.100,000. 19,000,000 • 
..u- 4,'/00 • :ao,ooo,ooo. u,ooo,ooo. 

OoM ....s ~u· 4s,ooo,ooo. ?s,ooo,ooo • 

.....,....... PitlltU.C feldol .. , 
(lllll....-1 C&J'riel'll) 6,600,000. 14,000,000. 

lllqlloelw• an4 Cb.!e&la, 
4,ooo,ooo. ,,600,000. 

a.o...t o.t.oUe Drtt••• 9,600, 000. 17,'/00,000. 

•tala 11>4 'l!llleme, 
66, '/00,000. n ,eoo,ooo. 

Cll.Mbl ..... TaUl•· llllbber .... 
\,oe\llln' ~·· (lMl .. dlal 
.... eqoaipMDt) .,,ooo,o:o • a.,ooo,ooo. 

P1,wo4 - ,_,.. tor 
.t.lraftl\1 aipe, etc. 0 

9,04XJ, O.:.O • u,ooo,ooo. 

Jnia\e« Mal sm,ooo,ooo. tt.u,ooo ,ooo. 

.ST :11C TLY CONFIDENTI AL 

. 
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0$' .... teoll .... l ... 

I .... W Wtfi'IWR''' 

U Y+l ptpgye• 

n.~ Qoa"- lMa, 
- • lMI, 
tid... • lMI. 
- • 1941, 

!'Aal lMI, 

"'"" ~ ltu, 
.. .- • 19Ut 
'IM_. • 1943, 
,~ • 1943, 

!9\al 1943, 

- ...... u • 
lt • 

- .II • 
to... ,, 

,..,. __ . 
a) • 

2' • - ~ • ..... -. 
.&o-.c .-.. - \ bh ... f'IIIU ~\t...,.. pla ... -"'• 

u. s. dollar• tiO\l d t. -a aftllable t.o c.n.a u tou ... , 

• ~- -nalo • • "" ..... - ·~ .. ,.oao. -
......... ~. "-"'· 1941, 

To .. l \e ..,_~ )1, 1942 

.&eWU.-.1 ,.,,_1-e loa- Qoai'Wr 19421 -

TKal " .~~a.. )Q, 1942 

1,0. llolall .,..,.. ... onlo - bl• or Pint U>......., u.. 
~' i4• l"'DOO CoMa -.J.tl 'llo IMll\ - tM _, 
lst.kno, ""' J'I'Obabl¥ OlllT a\ U.. _ .. nt a 
JN"''PPM.l .. w ....-cu-. 1a Ute rw.at.r e1 C•n•U.M 
... kinMwe ............ abfft. 

RtY!I6ft =sa,, 

1 s,aoo,ooo • 
'PPP 

ao.-,oao. 
l.WOQ·OOO. 
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W aocepL .,.." ,_. ...._. W llealt el ,,JOO ..._., as.n ar t.o ,,. ._ 
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.A.pr11 2:5, 1941 

My dear Mr. Secretary: 

I want to thank you tor your k1ndnen 1n sending 

me vith your letter ot .lpr11 twenty-third a copy ot 

a letter addreaeed to the Prae1dent, together with 

1 ta enolo aure. 

81noerel7 your a, 

The Honorable 

Henry Morgenthall, Jr., 

Secretary ot t h e TreaiiUry • 
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.AMERICAN BANKERS 
A SSOCIATION 

_-c-_ ... 
...... ·---·-·-·· 

------------:.:.:=...--·---------·--_, __ 
-·------·-....-----·----:'!:":'------------------

April Z3, 1941 

To t ho llomboro of tho 
American Bankers Associotioul 

It has been clear from the outset that the nation's 
banks would have a largo part to play 1o financing tho 
Natio.D8l Defense Prosram. Ac::conli.nsly. the Amer lc::an 
Bankers A,ssociatlon hes ma intained close contact wl tb t he 
detense authorities at Wasbtngtoo, bas kept t horoughly 
lotonoed at all times and has dona avo~hiog possible to 
keep banks advised in regard to t ho process of mooting 
t he defense needs tor credit . 

C: As soon as tho Assignment of Claims Aot was enacted , 
a committee appointed by tho Bank Management Commission 
ot tho A.B.A. set about preparing a bulletin on llational 
Dotenso Loans designed to serve banks as a handbook tor 
calo1118 loans under that Act. This boololtt , Special Bul­
letin No. 82, has boon of groat help t o the eembors to 
raking defeo.se loaos. 

A seeond step was t he appo1nt.ment of a Kat tonal Defense 
Loans co ... ltteo consisting of bankers in every Federal 
Reserve District who organized subco~~~mittees in their 
districts and throush them carried an information cam­
paign on defense loading to the banks thrcusllcut tbo 
country. 

As a result of this activity, tho banks have been thcl'­
oughly prepared tor thtlr respooslblllty and they have 
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dono a =asn1t1cent job ot caring tor tho crodl\ n"4s or 
t he =anutacturors in their co=unt Ues •aae&od 1n tbo 
production ot defense goods. 

Now another opportunity bas ooClo tor banks to llrvt 
their country. 

On 118rch 21 , 1941 the Secretary ot the Treasury en. 
nounced a campaign to place a l argo part ot tho dotonso 
debt directly wl\h tho public through tho solo ot Dotooso 
Savings Stomps and small dencm1nat1on Dotonso Sovlnu 
Bonds. In response to our offer he asked that tho banks 
of tho country assist in the distribution ot thuo 
obl1geUons. 

X...ed1ately upon his announcement tho A. B.A. 8o!!l 
KanDSe=ent Comlsslon appointed a comitteo to prepare a 
bulletin. in consultation with the treasury Dopartee~t 
which wUl servo as a handbook tor banlcs 1n the currtn~ 
program ot tho Treasury to sell its Detonso Sev1ngs !oDC!s 
nnd St a=ps t o t ho public . 7ho com:dttee has accordln&IJ 
prepared this booklet . 

I am sure the banks will Und tho booklet helpful en4 
that t hey will do os great a Job for tho country In this 
undertaking os they are doing in the matter ot defense ) 
l oons. 

Cordially yours , 

c~.JY~ 
President 

2 

( 

c 

PREFACE 

The We of the chrtt scrie-s o£ Defense Savings Bonds ancl the Ale of 
Defense Savin&~ Scamps co the public conslicures a mOSt important part . of 
he 6naodng o( the defense effort. Some bank.$ as yet: h3Ve not bad the OCCII.SIOO 

c ~Icc loans co m.a..nuflccure11 engaged in che ptoducdon of dden.se: maccri.W. 
~I txanks oow bav~ 1 distinct opporroniry to assist the Government by helpi.ng 
i.o the sale of Ocleox Savinp Bonds aod Stamps in their COQJ.(Dunida.. 

1.a 10 r:frort co inform ics nM'mbc:n corxeming both Ddeast Sni.ogs Boads 
and Swnps m. llonk Mll"'£<"'•'" Commission of chc Am<rian lhnkcrs 
_._;,,ion •ppoinud th< lollowina commi•= •• -this I>Wlctill: 

Nwo:< B. O"NIAI., Vi« Ptcsid<ot. IUggs Naricml &alt, Wubinpa. 
D.C. 

J.um ROWU!Y, Bond D<putm<nt. ilonlc<n Trwt Compaay, Now YO<k. 
N.Y. 

Tht Commission is grace(u1 to chese ~ntlt:Olt'O. (or their effortS in prrparJns 
lhese cb.ta for the bankert or the country. They have given uruparingly of thdr 
time and Wc:nt in the devr:lopmenc or this bookltt. The Commission also wishes 
to express rc-;~1 apptecialion co the Treuury Oe~rune.nt for its cooper~tion 
wltb the commincc. 

BANK MANAGEMENT COM?tfJSSION 
AMERICAN BANKERS ASSOCIATION 

FlA.'« W.~Sttllot Dc-pary ~ 
Amuic:.A Bat.km Ailoda&loo 

J. HAJ.vm Wn.CN10N JL, V'.cr Pttdckot 
s.--.m e..u. aT .... co..,.., 

IJdl.tDooll. Vi.rai•l• 
a.o-

Nee Yock., N. Y. 
s.a-, 
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INTllODUCriON 

'lb< AaJeti<:a11 Bo1Wtt Awri•rion, speski.aa fix d>e bW:as of .a-b, 
bos alfer<d aDd 111pl d>e .,. of the &cilities of d>e boob by tho Uoiltd 
5<a1U Tt<OSWY io the tale of 0.1- Snioll' Boods aod Swnpo co the public. 

ThtOUsh<Jut the ran the boob biYe helped fi<w>oe the eo..- wbc4 
such 6oao<io& wu o«ded. They will cootioue tb.U aid as they bave io the 
P""· Now, ...;cb ....,u apeeW types of hoods the boob ... bema asked co 
"""' tb• Gtrterrun<t>t'a ell ora co enlllt tlir~a/1 the 11•ioaa of the public­
mtD, ,......., aDd cbildml. 

It •ill be obse<Y<d from tbe CIOCltcnts of this bWletio that the bankm ba .. 
this fwth« opportuolty tO - their """"'7. w. urae llltstioltd aDd <CD.· 
tioutd dfom lot the com.moo aux. No QOmmissioo or compeD$llioo will be 
pojd to - by the GoftmmmL 

'lb< bull<tio is deslpd co wise bankm io cbeit """"-'"'i•g aod their 
b>t>dlioB of .- Dei- s .. ioll' Boods aod s...,. Swnpo. na. is • 
cldcriptioa of d>e three typeS of hoods aDd the ..... "" aDd - bca -· 
log each. ID our appoa<b we ..... cliridal d>e dj.,ssjms into three blOod 
bcadiog>: (I) &oto d>e ..npoiot of d>e bWa; (2) &oto tho 'li<wpoi.oc of 
the pablic; (5) &oto tho .-iewpoiar of trUSt -

'lb< Gtrtetom<oc is about tO lau.ocb • cldms< 6naociog P"'Plll -
will ocas1itott the en1JStiog of fuJ>d.t from tho public. From the poW< of view 
of the oatiooal _,.,..,, it is desirable for d>e Go.emmel>t to filwl<e 1 oub­
IWltW pottioa of the "'..,.. peoaram through taD.tioo aDd aale of boods 

( cfuectly to individual holden. The ioclividual is beiog si..., tb~fore, tluou&J> 
the medium of Defc:rue Savini!' Boods and Savioll$ Swnpo, ao oppottW>ity 10 
b.lp linaoc:e the "feme of Ametic:a. At the ....., ria>e the iodividuab partlci· 
puiog in this program wW create rese:rves for themsdves for tbe furu.~. 

Ag:Un we wgc that ban.km: &ive fteelr of their time and mergy to b«ome 
hmiliu with this ptOSI"" 10 that they may be able to explain it io airopk 
= to the people. E~ing we on do io this clireaioo will be • distinct 
c:ucuibutioo tO the fuaatt wdlve cJ A.mttia.. 

'lb< w1: - be pttfomxd aDd bankers ... _.... to cooperate io this 

- oodettakiQa. 

, 
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DEfENSE SAVINGS STAMPS AND 
DEfENSE SAVINGS BONDS 

Del ..... S.Yiog Sampo ond all duo< ....... of D<fmx S..U.p Boadt ... 
dirt« obliptioru ol tbe UAiml Scala ~ 

Def<GS< S.•il1p Sampo ""' p<iotd at 10 ....... 2) ....... so """" $1.00 tJid 
$).00. They 1xor ao ;., .. ,.., bolt wheo they ba .. 1CCW11ulaml il1 tbe omouot 
of at kasr $11Pl they may bo esdwl&<d lor a teo-yar Defense Sa•iop llood, 
Seties E. Boob may pwdwe tbe O.lcose S.vil1p Stamps tJid thus Stock tbem 
fot salt to the publJc. As t. marcer of convenience to cusromr:rs it would mm 
de$Uv.bl< lor boob tO ba.,. 10 adequate Nppiy oo baod at all times, tJid aloo a 
lUpply of tbe albums wllich ""' sl.,.. away 1-of cbarg<' to stamp purdw<ta. 

Tbc ~ ..,;.. of O.ICOJt S.vil1p Boadt. koown as Series E, P, ond G, 
..... e<ruio (ratW<S daaib<d .. leogtb 00 P'S" 12. Each of these ,.,;., u 
desiptd to fit tbe Yll)'i"' requimDena of ~= rypa of ;.,,..,..,.._ 

A book ""'Y· uodtr «nai4 oooditloas t0 bo "' l<xtb bm, J<ock ond bco>m< 
.. Usuio& a""" lot Od.- SaYing Boadt. Series E. This, - u - dainblt 
;., an dfon co do all ~ co b<ilita~c tbe sale of these beads ond to mahlc 
boob co rcodc< a ...,.ic:o t0 tbe people of tbe ...,..,.;ry. Soria E -._ of 
a::1W1t. aa::rut DO intcte* /fl' 1Jw .... IS OW jnwinujMS CIA be mmiJ i.taa• 
ms •8"0" ond the boadl of tbU ottia do oor oaually bco>m< ou.......U., 
until pwdw<d by tbe ulilitwc bolder. 

&nb may oor J<ock O.leoot Snh>p Boadt Series P or Soria G, bMI they 
""Y take arden lot tboac bcuds lor issue by a PedcaJ Racr.c Bonk. 

••-o• Boods 
Tbc il1tc"" to bo camtd by tho hold« of a o.r .... S.vmp 8ood of Scria 

E, F, or G n.ria as ~ die diift:m.u series aod it abo n.ries whb the 
l<ogtb of time wbicb ooc may bold tbe bond. This is shown il1 the table of 
R<dtmp<ioo Values ond Computed Yiel<b, poge 23. 

Aoeotioo Jhould bo c:allcd <0 tbe bet tbar the iooeotivc to bold tbe beads 
!com tbe fourth 0< 6Ith yeu <0 -.wiry ill tbe tenth or twdltb yar ts coo· 
sidenbly il1aeucd. lo- obould - OYUioolt: tbU bet i4 their hope tJid 
raolutioo to loeq> tbe ill,.._ w><il it .,...,.. doe u 100. 

Umiratioo "" Holdiap 

........,. may pwdluc aoy u:aoonr of Od..,.. S..U.p Sampo, altboup 
as • pna:iaJ a:wta one would wisb JOOQ ro COC"'f'CR tbele to • bond ol 
Series E. 

The individual i4•cteor u limiml tO U.OOO (awuriry value) of Serio S 
Boods issued 14 any one c:Ueodat fC'lt, iuued in his own cwoe or witb another 

7 
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R<demptioo by Tmuwy 

Ddtnre S.•inss Boods of Series E, F and G be 
tion by the Treasury prior ro manuicy bur' ma ~ ~ cttled fo~ rtdtmp-
owMr prior to marurity. No time limit has y bttn «~ at thr opson of rhe J 
sale of .chtH three &eries of Defense Savings Bon: ,.n!; ::C! Tr~sury ~~ die 
We unrd termln.uion by the Stcrewy of the Treasu · ey w•U rtaULD on 

Tho sale of Unircd Sores Savio Bonds. . ry. • 
bw.ineu April 30, l941. gs Sttces D, rermaruuts ar dOISe of 

8 

oEFENSE SAVINGS BONDS AND THE BANKS 

Tb< uoir<d Sam TrcsNI'l' iJ a.1llA& upoo die oa0oo"• bookio& iulruUooJ 
10 ...... ir io ll$ dcfcmc dlora. spccmany, ir will be largdy up 10 rho bankca 

10 
rbo<OU&'>IY familiuil< tb<mld•cs with die hrod•IOMlal prd>lcm coolroorio& 

the cu.:tioo, i..e., the impen.cj•c LIC'CtiSity of cbe dtfease propmj aocl tbeo c:o 
JC<juUOI thtmsdv<S with the d<uiJs Of die O.fense S .. io&s Bood p<Og<>m. 
ThUS tbe banker will be able co dltcuss iotelligendy this program wilh his C\Jio­

tomets, and, ac the woe clme, perform • valuable service co his cownry. 

Rtqul.tc:mt.na of Baob u Disu-i~ting Agents 

G<nmlly spcslcin$. the banb can act u c!Uuiburiog agcou of rho Ddc~U< 
S.vinp Samps, and of rho O.f""" So•inp Boods. Series E, F, and G. n.. 
0.1- So•ina> Samp< may be putdw<d ouuighr by all banb who may rhc1> 
.....U rh<m «> their cwcoeo<n. The Series £ Bood S<OCI: may be ocquir<d io 
'!"""Uy by the boob wbid> m<Cf _.;bed qna!j6arions and wbicb ldJow 
m. ~ oudiocd by the Tmwry of the Uoit<d Sates io Tmwry 0.. 
.....-m Cir<u1u No. 6$7. The banb ""' baodk the Series F and G Boodo 
.. ooly .. order boJiJ lot their -

SERIES E 

Thos< banb wbicb m«< the requimn<nos ....t.liobed by the Uoirtd Scsrcs 
Trcuury, and wbicb at< certlfi<d by the Fcdcnl RdcrYc book io their diwia, 

C 
may serve as JdHns tod dixribuling agt"D.ts for these DrJenx Savioss Boocb. 
Series E. FirJJ, aU banks. uu• companies and rnuro.al savia,gs banks orpnlud 
und~r the Jaws of tbe United Srate:s, the Oisnia of Columbia. or .ny sute, are 
eligiblt to serve u issuing 18f'ntS. It ls imponaot to ooce that all eligible agtot~ 
must be etttlfitd by W Federtlllestne bank of its disuict. $1Co.4, any of the 
abovt institutions wi.shlns to become issuing t..od distributing apes must 6Je 
'"Applicsdon and Pl<dge A8f«'D<"'' with the Fcdenl Rcscrvc bJlllc. Upoo 
the appwnl of the Appliatioa and Pledge Ay...,.., the F<d<nl Rcscrvc 
bank will issue a Cuc16catc of Quali&:atioa1 to cbe issuing apt. ~ is ao 
Peds< requircmc<o< foe banb which simply a« ordccs foe their o••MVn 

Security Rcqu~nts 

A book wiobioa 10 S<OCI: Odeos< Sorio&s Boods. Series E. """' """' 
email~ t<alti<y ~u. If a book b iosur<d by rh< F<d<ml DepoJit 
lnsunar:c- Corporac.ion., it may t«t:i..e and maiotain a stOdc of ooc ~D~Jtt tbaft 
$6,)00 ( =nu:iry woe) of tbcsc bonds .. .., - tim< without funbcr 
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SEIUES P AND G 

. !lWei"& instim<ioos .,., suhmir 10 tho l'<denJ a......., btoJc of . . 
ma or 10 tho T ....wy !l.po.nmmr Wwiosron D C., • • dloit 4 
cha.st for rht account of c.ustor:nus for both .Xti:S f and ·~~;W)QJ 10 ~· 
llood~ These appliruioo bbnks are obuinAble from <he Federal ;:: Sa~"&> J 
upon r~unr. Each application muS( be a«om jecf b • I"Vf lib 
bsu~ price. Any form ol exchange, indudins ~nal ~~~:ulr;:uu of tbt 

~b~oa <o collection. Checks should bo dnwo ro the order of the Feder&! ~cp<«<, 
PI •.;r rhe T=sll!cr of the Uoired Sores. A qualilied dcposiwy• may':;; 

y by ctediung the T,.....ry's dcposi< I«Wnr ., thar baolc. 

Appliarioo f<>< Boods 

lo mWog applicuioo• fO< rhosc bends tho foUo..ing '""" bo tunu.b.d: 

( ~ ~ons for rcgiscnrion lor <he hoods 10 bo t,.,<d, w!rid> 
muse 10 one of the authorized forms. • ---

( 

(2) The r:- oBitt odclz<sa of ncb pmoo w- ..,. •ppcatO 

io tbe reai.araUoa. 
0) AddtcSO for deli<rUJ of the booda. 
( 4) In caoo of Dcfeosc Saviogs Boods, Sctla G, addtcSO for mailloa 

inreresc check. 

This iaJonDllion mu.st be accompanied by a ttmittaDCe ~ tbe issut 

price' of the boods 10 be pwclwed .Wllcss poymco< iJ made by acdit ro the 

Troswcr's""""""' as bcmolorc proviclcd. 

Deli_,. of Boods 

1ht Fcdcnl llauvc boob will delift< cbc boods, upoo rbcit ..._ 

of m. 1pp001rioo, 10 the customer either in pmoo 0< by rcaiJ<ucd mail, or ro 
rbc bank corering the a pplicatioo. Ddi""1 will be =de only wirbin c:oorrnc-1 
Unirtd Sra.res. the territories a.od insular possessions of c.he Uo.ited Scates, the 
Cao:Ll Zone tnd PhHi ppinc lsbnd.s. If the bonds are pu.rdwed by a citittn 

cempOtlrily living t.broad the bonds may be delivered Jn t~ Unittd Su.tet or 

bdd in sale k«piog by <he Secrcwy of the Trcasury or by a Feder&! Racrve 

bW. 
Reclcmptioa of Boods by Holdtr 

Dd<OS< S.•ings a-Is, Sctic:s P aod G, will 001 be rcdecmablc uorii six 

....,.ru afttr dace of issue, ahrr w!Ucb time they auy bo ...x.m.d at CSI2blistr<d 
prim,.. forth in tho W>le of llcdcmpcioo Values,- 2), bur only on fiat day 
of a c::akodu month. ln. orckr to redeem eiche:r of that iJsua tbe owner muse 

pr~c a ooci« in writing co a Federal Reserve bank or to the- T.reasul)" Deput­
menr oor lm than one mocu.b in adnnce of redemption. The pc-noo. mtided 

ro receive payment must appear belore one o f d~ office!'~' authorized by the 

Sectmry of the Trn.sury co witness and c:ntify ~uesrs for paymeot, estlb1j$h 

_,...., 
( 1) J11 ... Mala of MftiD.I prtJOM {i,$., WJ•Wu~1) Wlwdtef NlltlD Gf ateon, • dwiJ _,{atiM .. ~: 

!
.\ .. ... _ .. __ 
• Ja ...... oltwo ,.._. __ ..,.,_) .,...... •-.m.uol 

(c) ..... -.,-~ pt_JUk ........ , ... -- ... _, 

( l ) .. .: ~ ~~ - ..... .... - dak , _,., • 
........... .............. ~ ............. M:a$110 ._... .......... ul a. .. ...... . ~ .... 

, ....... -., dlf:~. ~ ol ,.we ..... 
lc ..... k .......... .=::::. ,_,_,. ......... - """-" eldw ~ = s:"-oo!:. ·;~'-\,.=, $wn.. .,..,!:"ilJof ,..t1.!!-=... ...... o-J z-. * I'IIWppiM 

'nit 1-. IN'ktt ef die .....-. ~~ 
1
0ri,_.. $1...., looaocb, Stttft P ud G. llclllo-: 

""-ar .. tlon CM&N.t" ... ..,.) ____ u oo u oo u.ooo u.ooo n o.ooo 
r- Ph u _,,.,_,_,,., __ ,_,_,_,_,, •..•. --- ·-· 74 )70 740 ),700 7,400 

sw~~, G 

::m~~...:::=::·~:::.:.-:-~:-:-~:'7~7.:::-:-:..:::: ·~= ·~= '1:= ·~:= ' lg::: 
·~ '-''""' ~ edwn: (a, u . .... S.W. ,..._..., • .,. c.bct' "'* oAC* ofllclll' •-'~~~ 

c b) ft.CUd .. ~ ., all bub I1NI tn.lfl ..... . .... ollmt ol htutc:bet .. .,... 
~ • .,_ TH'UIIY ~ • ata~tl" olkwt. 

II 
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Typool Boad 

DMominatlons 

lot-..,_ 

Nt'&f$1:rntion 
an be in -

Limimdoo oo 
Hold.inp 

Vd-

S.fek«ping 

OlTI'LJNE OF ESSENTIAL FACTS ABOUT DEFENSE SAVINGS BONOS 

Jlpp<eci&tico bond 
Reais<tt<d 
No( uansferable 
Taxable u to incotDe by 
Ftderul Government ooly. 
Subj«t (0 rm:te,._ i.o.heriWlCt, 

or «her excise rues. 

'1,000. 
100, $500. 

{ marurity values) 

On.ly-
( I ) ch~ name of o~ incH· 

vidv.1J, 
Or 
( 2) of rwo individuals a.s co­

owaon, 
or 
( 3) of one indi.idual and ooe 

individw.l as hmmcjsry. 

u.ooo (muuriry -n!ut) w-1 
ill a.ny one c:aJeodar yea.r. 

Any dme after 
issue date. 

WiLl be held without charge 
by Ftderul Rt><rve banla, if 
desired. 

iocttar 
t.bt bonds wiU pttiodially it>· 
a-. in ttdtmpc;.,., """" aod 
il hdd co m~tu.riry •ill mum 
• r idd o1 :UJ Pffl"D< J>t< rear. 
comJIOUOdcrd tani'·•.ruu.".Ut. Tbe 
ytdd wlll be leu H tedoemed 

or 
(2) of tWO lndividu~ a.s co­

owners, .. 
Ul of on< lodl•idual and ooe 

indi•idual .. btntfxWy. 
This bond ca.n be ~giJtertd. in 
tbC' I'WDC of any wocb.tioa. 

wace. ot CiiX'o 

$50.000 ( <01<) of ScritS F 0< 
$50.000 ScritS F AND G, 
combiotd, isoutd it> .. , ... 
al<t>dat ,..., 

ooe month's wrinto notice 
to Ftd.rtl Rt~trvt bank at 
T rtaJUI)' O.portn>C11t 
afttr 6 
but 
Will be hdd wirhouc charge 
by Fodera! R,...,rve banks, if 
deJirtd.. 

Curreot """""' bond 1\tgi.sttt<d 
Noc<mW.,.bJ., 
Taxable as to iococnr by 
Ftdml Governmtot only. 
Subject ro tsttre. inhcrJranc:e, 

or Ot00 excise lU:tt. 

• JCU. lt>utu< u paid 
Jemi.......Uy br T­<becl:. 

•• 
( 2) of twa individuals u co-

owner•, 

"' ( 3) of one individual and one 
iodi•idual .. ~· 

This bond '"" bo ttsiJ<md "' 
tbe name o£ any UIOCi.u.ioo. 
~p. trwUO, .. CO<• 

$50,000 (a.) ol ScritS G or 
$50,000 ScritS G AND P, 
mmbiDed, issual io. ID7 oat 
al<t>dat 

W iU be held without clw&< 
by Ftdml Rt><rve banks, if 
desired. 
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Ol1TLINE OF ESSENTIAL FACI'S ABOUT 
DEFENSE SAVINGS STAMPS 

Coot of C.pociiJ of AJbwo Value o1 Album 
Sump (Number of Sampo) Whm Filled 

101 
(Can!) 

25 $ 2.)0 
( Album) 

251 75 S18.75 
50; n U1.50 

Sl.OO 75 m.oo 
Sl.OO 15 m.oo 

wt..o tbt line """'P (orrp tbt 10 cau sump) is purd>u<d, ao....., is 
,;..., io - """'!" of similu clcoominWoo .... , bo ~ 

AA album wboo 6llcd may bo aclwlged Eo. • Dol..,.. Sa•..,. JlcDd dot 
pwdw< pric< of whid> is eqwl co tbt nlue of tbt albu.m, oc ir ...,. bt ,... 
rl<mxd in cash. Sampo are .--canble. 

his .idtndry, and in the prestnce of such officer sign the request lot pt~ymeac, I 
addJnS c.he addrt.s.s ro which che Ghedc is ro be mailed. 

illrcr rhe r<qu<M lor poymtnr h2$ bern duly <xccuu:d rh< bond ...,. br 
ptestmrd and surrmdt'ftd to a FedenJ Reserve bonk or to the TrtOJUty Otptn· 
IDI:Qt ar eM expense and risk of the O'I'I'Oe't. 

Public Suppon 

The Otl- Sa•..,. Boad pognm as nnNis!vd br tbe T...,.., lloo 
rhtee pri""'J objeai..._ Fit11, co hdp raise funds ro me« tbt bea.y - of 
Gcmtumcor dclm~< aai•ities "hid> annex bo _. Cldusi..ty br "'"" 
fC<'OGd. as tbt Sccm:aty ol tbt Tteuwy <xpr=ed i~ -ro sa!cpnl die ....,. 
apirur tbt .. ils of inlhrioo ·; aod rbird, ro enlist - only tbt 6<uncia1 bur a1oo 
tbt roocaJ 111ppon of tbt mrm """"'Y in !his ..., undcmltin& of de'-

14 

c 

15 
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Otn'lJNE OF I!SSI!NTlAL PACI'S A110Ur 
DEPJ!NSE SAVINGS SI'AMPS 

c-ol Capocily of Album Volue ol Allooo 
SwDp (NWDI><r of Saompo) Wbea Plllod 

101 
(Cud) 
~ • 2,,0 

(AJbwo) 
VI n ua.n 
~~ 75 U7JO .1.00 n •n.oo .,.00 u sn.oo 

Wbco cbc 6nr tump {"""'!>< cbc 10""" """P) is pwdloocd, 04 .._ • 
,;- .. wllidt ........ ol-~ -r be --.!. • 

.Aa album wbm ~ may be -"""8"" foe a Dohaot S.~ 8ood dot 
pwdwt priot ol wllidt is equal ., tbe ..W. ol tbe albwD, or u ..., bt .,. 
ckaDod ....... SwDpo .... oex>-cuable. 

his ldeodcy, and in cbe P'<f<nCO of IUCb ol!iar •ill" tbe - IO< por-, J 
addio& cbe addrm tO which cbc <htclt is ro be malled. 

Air« the requea lot poymcnt hu beea duly eucuud cbc boat! tDUit bt 
pt<IC!lud and IIUtmld<ted ro a Ped=J ~bank or to che TIUJW)' Oepan· 
meat at che ttpet110 and riJk ol cbc mmer. 

Public Support 

The O.lauc s. • .., Bood program u -b!iohe<f by cbc T-.,. 1o1 
dllw pdmouy cbjeai-. First, ., bdp ..;.. fuods ro """' che bea'fJ - ol 
~ ~ aai•ida which """* be - exdusi...,. br -
IOCODd, u che Sccmazy ol cbc TI'OUIUJ ap: • ir, '"J'o ahpatd cbc -
...... cbc ..u. ol ia&doo"; and tbitd, to ea1iR - ooly cbc li<w>dll baloloo 
cbc --.) IUppO<t of cbc ootUe aJUDay io chis ftlt Wldenalci.o& o/ on-_ 

14 

• , 

l' 
.. 
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DEFENSE SAVINGS BONDS AND THE PUBUc 

lbo acw Od- S:"~P &ads~ ....:a!~~,_ dooc ~ 
appeal CO cbo _.....ft ..,......,_ AJido &om cbo J>llttiO<iC "-ift, cho Jlllr· 
- of cbac t-Is •ill axxri1>oue ., .... ......... of .... ~ ol ....... 
;,8 idk lw>da. Altbou&i> cbo iocomr is O&:labl.. cbo ridda .. chis w.. _ """ 
&...,.bly •ich .- of ocbor "IIaswy Boods, cbo ~ ft<>m ootUch & 
wmbl<. 

Suia E Boods Primarily foe Small Io-

O.Imse Savins> Boods, S<ri<s E, .,. tlmoo< ideoci<>J wich cho -
Unicod Suctt S.vins> Boods, S<ries D, or "Baby• Boodt, lllld .., be Jl'lrd>aooj 

by indlviduab only. lb<r .,. U>ceadcd primarily foe chc IIDI.U lnvacor or doe 
U>dividual wbo may ,...., tO U>var a portioo of his i- J>'riodically. 1bcy 
..,. be pwd>aJOcl ac 75 J>'r c:rot of <bois maturi<r nlue wich a IDa<1lricy o1 .,. 
,...... co yidd 2.90 J>'r =< im....,. compouod<d ....,;....,.uaiJy. They ao bt 
~ prior 10 maturi<r iD whicb nmt !be yield .W be lao chao II WI 
co G>IINtlty. (S... cobl. of a.dc:mp;on vu- aDd c-puud YI<Jds, .,.,. 2J.) 

Suics p Boads fo< Larp .. _ 

Otf- Sa.U.p Boods, Scria P, ""' ia<mcied foe Jata<r "'- aDd ,. 
be pwdlaatd by iDdividwlr, a._; .. ;,.,., pota>«ship, aua..., or corpcc ..... 
<X«J>C boob tt«i•U>a "--' depooits. n..r - bt J>UtChaad .. 74 pu -
of cbtir macuri!J' val"" wilh maturi<r of nrdve yars 10 yidd 2.$~ pu -
compouod<d ...,;..,nuaiJy. lb<r '"" bt red<<m<d pri« 10 macuri!J' io wbicl> 
....,, rht yitld will be lao clwl II bdd co maturi!J'. (S... coble of Red.mprioo ·~ 
Vtlurs and Compucod Yiddt, page 23.) W 

Neicbtr cbt S.ri<S B oor I' O.ferue Sa.U.p Bonds ol!er~ euncnr ~ 
However, the income js tc:Bca:ed io che apprtclacioo o( the bond acb yea:. 

Sula G Boods Moot Demand foe Cwreot Income 

0.1..,. S.vU,p 8oods, S<ries G,""' issued ac par • ilh a manWIJ' oltw<ht 

,...... and -. cbt demaod fe< curmu iooomt. lb<r pay 2~ per cmr """"' 
paid l<mi--.!ly by Uoiced S..... "IIaswy cb<dr aod aJ> be pun:baJed br 
individwlr, a._; ........ pattDc:tsiUps, .._.... .. ..._...,.,., CIUp< baob 

_,..,. '--1 dopoaia. n.., ""' bt tedoomod prior co II>IINrily ia -
""" a cleducrim &om cbt &c. nloe .W bt -.le by !be Tt<QU)' Depatr· 
mmc. thus ~..,. rJdd. (S... table of a.daup;on vu- and Compoml 
Ykldt,.,.,. 23.) 

Daceoflloads 

All hoods ""' dated .... 6n< day of .... - ia •bitb cbt purdwc prior 
I• -'"led by cbt lauios ageoey. For example: U pwdwe is mode " aor 
rim< durin& cbt mooch of May !be bood •ill be daced W.y 1. 

16 

. 
• 

Scampo fo< s-u SoTiap 

[)dcoo< Saolop s.atopa - ia<mcied ., _..,..,. llady •olo5' ~ 
ol ~ica aod all - ., ......... pa- ol $18.75 .. - .,_ 

d>< ,.,.W. ..,..na. O..fcax Saviap Bood iJ - coaveoicor. Pwdwe ol cbac 

foe the L- made fol: lO - 2) - ... )0 c:rott, $1.00, and u.oo. aod 
Sa.a>ps CUI o< • • 

pock« albumJ ... siveo co pwdwea lot <bois ... ~. 

MJSCEUA,NEOUS QUBS'IlONS AND ANSWilRS 

A.omw: lndiTiduah may pwd>aJe Series B 

Booda ., • limit ol u.ooo -""" nJoo "' 
any ooe calmdar ,.... and cbt boodo may b< 
..,u..red ooly ia: 
(I) !be ....., ol - iDdi-ridual, « 

(2) of,.... iadividuah u ~~'. or . 
(3) of ... iDdividual aod - iDdiviclutl .. ba>c6ciarr 

QMttiH Ntt. 2 
1iP'ho _, ~~~.,. SMHr I' 
..JGs-1>1 

Aos-: Any individual, .-uioo, pan· 
omhip, uwcee, or cozporuion, <XC<JX boob 
tca:ivins '--I depooirs may pucdwe 
S.ries p aod G BoodJ ro a limir of $l0,000 

tOll prie. ol tither xries or up to $~0,000 tfJJJ t>rk' of Series P or G Bood.t 
CO<Dbined, issued io any ooe almdu yesr. BoodJ of S.ri<J I' aod G &10 ~siJ· 

card bondJ ooly. 

Q.m:io. No. J 
s.., u u,. u.J1 •I ~, 

A•swr: ln dctumitliog wbrcher cbt l<stJ 
limit bu b<tn -=led at ..,., rim< by ..,., 

- - rbere "'"" b< mlrm iaco """"""' 
.. co boodo of ..,., - JCria ( .. ol Scrict 

F and G <oa>l>irood) iJJood durioa..,., ooe calmdar ,....w....u. pw<buesol: 
(I) hoods ~sistaed io cbo indiridutl"• oamt, and 
(2) - .. ,ilw<d "'his ..... •ich ........... 

Boods of wbid> !he - is mady !he desiFU<d ba>c6ciary iD CU< of cbt 
dttrb of !he ..._, n«d noc b< iodudcd. 

17 
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a ... , ... H .. • 
C. .. WWMM ..... ..., 
,...., 110.000 I«• ,J. •I 
UtNI~ S1414t s-;.p ~~. 
Sl'rl11 D, lu..J ;. 19-fJ ,.,... 
c.H1• ISIJ(JO I•• 11.U. of fH. 
/rJU• SMMt• a-J,, s,.;., 11. 
.... JJO ...... l $0,000 .. 
s..HtF .... G....W 

A•,_: Yes. !!utnplt: 

M.t~wil1 y ,_ ln .. Priu 
t MOO Scri<s ll Dthme « c .. 

SOYiJ1p Booch ' 37)0 
50,000 Series p O.f...,. • 

s. riop Booch 37.000 
13,000 SttiesG[ld._ 

S.•inp Booch 13.000 

~ iHJlO 
Or aU 150.000 Series P ex G l!cods. ., - !'riot. 

QwnHnl N .. 1 
CM !Hfnu• Sni•lt BHtls, 
Strl#t 4 P, or C, It-• tr-../wr#fl 
., ~H1H •• ~DIJ.I"Jl 

(lwMitHt N&.' 
C.. cW •...w r.Ju. llH.u 
"-"' 

Atufll#r: No. Thq at< ooo......,fmblo ood 
non·IJSiSI"ble and canoot b. utod 11 col· 
late,.l. <:!"<cepe OJ provickd in tho 1ppllabk 
resul.ttioru of the T.....uty.) 

AJ~~W .. : Yet. Srries E Boods may b. ,.. 
deemod ., any rime titu 60 dt)'S &em '­
date of hood. Series F and G Boods ""1 1>t 
~d OD ooe- mooch's wriam aorior., 

I FcdcftJ 1\aone Bank ex the Unittd Sates T.....uty o.p..u.... tftt. Jiz 
months ftOOl issue dote b.tt ooly on the 6tu dty of 1 aleodu month. 

Q~t•sllo• No. 7 
c.. , ,._.,JM ,. .. ,.,So,. •· 
,.,/• •I $~, s, P, tw G o .. f,..,, s-;.,, IJo.Js ..J 11H ,.,1.,,_ ...,. rw.cm._ ,_, 
,. ........... JuL.c ... w.. 
"-"' 

AOJuw: Yes. Panial ttdempcioo of 1 Jle. 
f<OX Sninp Bond, Series II, of 1 ~ ... 
don hisJler than $25 (maturity .U..) tt 
a>mot t<dempcioo ~ is p<tmia.d, boo 
ooJy in mWtiplts of $25 {matutity nlut), 
Series P and G in mulbpla of $100. lo 

. ..... of po.niaJ relempcioo the mntlooltr 
wiD b. t<Wued in authoriocd .xs-inorloos bearitlg the ..,.. issue a... u 
the bond~ 

(lti#Uio. N;,., 8 

c,. floUr •• r•lltt..-.,J ;. '"• 
.,.. o/ • ..;,.., -.1 ,...._,.,._ 
., •'• II 1h"' is .. u1 J ,_...., 

A"IWir: Yes. 

18 
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(/...-.. tl .. JO ,;_,.u,_ 

Q•II;..H .. 12 
c. SwkJ G IJHJs luU ,_ " 
m.11 H ".a~fwr.J ,. IHin ., 
.• ......u - - ,.H..,.., till 
1W l/IM 1nn1 ,....,;..., ~ 

, • .-i'""' 

A,_: No. lnalme IIIWt b. tftWII<d on 
the same buis upon wbicb owner is open<· 
in& and files income ru rerums. 

AOJtn.: Series G Bonds mty b. t<Wued ro 
• rcma.iDderman " cbe ta:m£aa,rioa. ol • ttWI 

upon C<ttiliaWoo br the ...,..,. dw the 
.-lndmntn is a>tidcd ...! wishes ,.;,.,., 
.. they ""'' b. tedeemod .. por wbeo • """ 
is tuminattd br tbe &am of any penon 

pro.idcd the request is made within foor IDOOths alter the dote of death. 

Q .. .uHHt N•. JJ 
C. Slri#1 G 1HtMI1 i • w~ 
I'"M '• _.,.... ., ~ 
• ,_ ;. uu •I t4. ~ •I 
--~~~ 

A~t~Ww: Stria G Bonc:U Jo the oame of an 
indi•idual who dies mar b. ..u.-1 in tbe 
..... of the heir .. other penon endtled to 
bis esutt in ~ with the f<O'isloos 
of the TteiJW!' ,...Wiuw. « such hoods 

• ..., b. tel • .. por "~""? bis ~ ~ 
ant witJW, sia .-tbJ of tbe city of ._,. aad pooriclod - IS made within 
fOUl -.ths titu the date of death. 

Q .. lllfHI No. J4 
11 sm., G ~JtHJ.J ,. rMHJIHIII 
#I • ~J~fHI1fl, u. IIH Jh~..­
t.l:n H 111.1 • , u. kml 

AOJuw: Yes. 

19 
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QwMIH N .. II 
l.t tH HU,.. •I s,.;,, G lJHth 
ftlbWit ~~~~~ 
1M- o/ _. ...... 
fWlll NJ.,;.w 

O••• N .. 11 
,,,....u...tsm..c..., 
MIIIW If ~ M14Wll ;. 
1M- •I ...U.,.;.. .._ 
,...,.~.,~ 

QwiiJH Nt. II 
.,,..,., c.,. thf..,• s..,;.,, 
s,.,~, H twrth.-,tJ .- l• .,.., ·--lotW 
Q-.11-.Nt.ll 
C. '"'- .._,. "- -eir -.JI 

Allnlw: No, '-will ...,. oo dot ._ 
clay of ~. '- period. 

Allnlw: No. 

20 

OUENSB SAVINGS BONDS AND TlUJST fUNDS 

WlooMiy-

l!xc<ulOII &ad ~ moy - pwdlae oa- - .. 8oods cl 
Series 1!, but call pwd>oJc Scria P, ot G 8oods. Corponle "*'<iuirt &ad 
.. run~ pe.-. ocdn& In uwtce copoclry may pwdlax Series P "!"' Sctirt G 
Bonds Ncicher lndlwldual 00< oocpoa,. .,...... may pwd>uo Seria B 8oods. 

n- oalna ll1 the copoclry of ...._ ca11 pwdwe the Sctia P &ad S.rla 
G Bonds chtoup rh<it b&olt &ad ,.,.""" is bm: made to p,..lous K<tioos 
of rbls boold<t for ckralb u to putdwil13 proc:ed=, rep.a.rioo, &ad ch< 
requirun<o<S ro h< cocnpiJ<d wlch obould r<ckrnptlon of the boods be dalred. 
ll1 additioo, thor< b on P"8< 12 C<tt&lll dam iA l&bular bm wblcb .,. cl 
iDtemt t:O the tNIUit. 

N<ich<t Sctia P - Scria G Boncla ate UUISf<ftblt 01: ~ bar 
iJ ~ iA the - cl • prdiaa 01: Jimj)u ~ fO< • mr- 01: r--... , be ftiAucd i.o the ...,. of the mr- 01: incocn- -

bo - cl ... 01: ...,_ -· it is poaihlc "" bonda cl -
t<rics "' be ,..;-«~ ll1 the nato< of • mi-. 

lleclamptloo of Boacb 

S<tia G Boocla h<ld lo tnlSt call be t<dt<med a< pat opoo darb cl rbe 
ben<Ddary lf rhe crust is cherd>y wmlnared. U the aust is rumloar<d only 
in po.n ch<O the Series G Boncla a« r<d«mable at pat 10 rhe .,..,, of tbe 
pro..,. ponlon ofrhe "'"' 10 rermloat<d, ro the occa IOW<r muldple of $100. 
Request for r<dempdoa mux be made witbls> fooz mooch& of the dead> 
mu.ldn& in the term,lnetfoa 

o./..,. So mao Boncla of an rhrft ..,;., - S. r, &ad G-may be l....s 1o 
the aame of a mloor aod nd1 a: I by him. 

1b<tt con be .............Up Ia -of rbe - ...XS of bonda &ad abo 

~ i.o rbe nato< of--- --bar--"'"" 
- och<t-dalpced .. bav6d•ry i.o the..- of dcadl. 

8oods of all oala moy be «<....s ar m. dad> of ao lodltldaal only Ia 
rbe ....,. of ao beit or och<t - m<id<d to m. ....,. i.o __,._ wlrh 
rho prowisioos of the T.......,. ,.pia.._ 01: they moy be t<dt<med bJ rbe 
- 0< admi.oismrot •• cheit mlemptloo ft!ua found lo ch< eablt 
of R<demptloo Valuer, pap 2). Pw,- moy abo be made W>du the ftaWa• 
tioos to ao beit or - -.lrkd. 
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"""'- Jo Tuabla 

The iocome (u.a- io ndompdocl nluo) CD baada ci Series 1 1114 p It 
cuab1e Wldtt fodctal cu oas. I.ibwUt, * '- 011 bcoob oi Scrioo G 
cuabk io. * .._ - .. is dw of 1117 ochor Ualud 5cata c..,. It 
bODd iSSD<d 011 or aitu Watd> 1, 194L U * _. boob aro bpt 

00 
4 

ocauaJ buis, or iocome cu is 6Jood CD aa OCCNLI buis, * ~ '-S.,: 
F aod G .Booc1s is ouahle .. i< 11an1a. Oo * ochor balld iJ * """"'' boob 
.,. kepc oo a aJb bosis or iocome cu is 6.r.d CD a aJb bosis tbe ~ 
s.,;., F lloodJ is ou«< It r«<cmpcioo 01 upoo llll<wi<)', tad tbe ;,._ : 
Series G Boruls l• <uable .. m:<i•ed. The '-oa s.ries E aod p Bood. " 
uubl< u iocome and ""' u api<al saio-

U Series G .Boods Ill< mleaned " a dloc:ount, * clisooom may bt aa. 
&I • c:u: Joss. 

CONO.USJON 

In ending .,.. <aa ooly emplwize tbe spiri< wblcb h.u axxin<od tbe -
piluioa of this bull<tio; W< tbe banking fn<erol<r must reod<t .. .,., poaa.~t 
<Oop<:<atioo 1 .. tbe a1o of Dd..,.. s .. in81 Bonds. 1r is highly clcsinhJ. "' 
• bonk booome .,. u.u., •&a>< foe Series E Bonds. This, ~ ..c ,.. 
ltOdtiaB of .., ad<qua~ .. pp~, of s .. io&~ Stampo aoc1 p<O'ridlog ba'Wa lor 
CU1C01:0<11 to purcbase Series F and G .Boods wW be a ~ ...,. lor 

bankus, a S<tYicr 10 * '"""'""ti<)', and "ideoa of boakcr pani<ipotJOG is. 
tbe oariooal del...,. p«>grom. 
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- ;IJlfl{f.i ll' ,. J lrlrB " "' ~· 8 B ~~· a r~ 

COMPARISON OP REOr?TION VALUES AND COMP\Tt'ED VIEWS' 
OF UNlT£0 STATI:S SAViNGS BONOS. SI!IU£$ E, P, A .ND C. 

Str!" ll: IO.ya.r dlscoucu bond.., luued 11 7). to yield :t.90 pecccnt to marorhy. 
S.u•cs f ; ll·ynr ditrount bond,. lu~;~cd ac H, 10 yield 2:.5) ~r<cnl to rn&t\lrhy, 
Sulu 0: U-yeu lY.I pe;rc¢nc iotc~tM•bcarina bondt.. b•ued ., pu. 

I' 
II.I!DI!J.f:PTION VAW'I 'l IJi.; CO)fKITT.O Y111LD ~ QJWJ'I.11T.O YIELD 

HJ,.Y- Dwt1111 - · IIJI.,_. ,_;.J 0• 4,,~ /frl.f~ t~•,. o,.,.. i.,~ ff 1 0.- ....,_,..._ ..J,.. 1••,. ' 
~ .t• •~;--. ., -• u,.,_ ~ •~__,.. t1 -• ..-h- ,..,... ,, _..., 
u,.., ._ I '"- 1 s,.;,, r s.;.., c ~~ • s..tH , s,.;t~ c s~ e trios • s~ c 
ISSUE PRICB-- ' 7l.OO - ' 74.DO..- , 100.00- - -- - - - - 2.90'!b' - Ul!V - 1.)0')1.' 
Finl H: "'*'--- n110• __ Not reckaDabk __ - __ - _ - __ 2.90 • __ 1.n • _ 2~)0 • 

~ 10 1 - --- 7l.OO - 74.00- 98.80- O.OO')b - O.OO'!b- O.IO')b- 3.1» - 2..64 - 2.61 
I oo I~,..,.__ 1UO - 74.2<L- 97JIO_ 0.67 - 0.21 - O.lO - ) .IS - 2.7l - 2.7l 
I~ ool ,..,.__ 76./JO - 74.50- 96.90- o.88 - OA) _ 0.44 - 3.2' - :tal - 1.14 
2 .. 2~ ,..,.__ 76.50 - 74.90- 96.20- 0.99 - 0.61 - 0.61 - Mil - 1.91 - 2.94 
2~ .. 3 ,..n 11.00 - nM- 9'.60- l.o6 _ o.n _ o.n _ 3.)2 _ 1.99 _ 3.0C 
3 .. 3~ ,....__ 71.00 - 76.00- 9'.1(1_ 1.31 - 0.19 - 0.18 - 3-'8 - 3.07 - 3.13 
3~ ., ~ ,........_ 79.00 - 76.7(1_ 94.80- 1_., - I.Ol - I.OC - 3.66 - 3.U - 3.20 

... 4 .. 4~ ,....__ 10.00 - 77.60- 9(.70_ 1.62 - 1.19 - 1 . .20 - 3.7l - 3.20 - 3.26 
"' 4~ ., ',........_ 11.00 _ 78.60- 94.70- 1.n _ 1.34 _ 1.3, _ )JI7 _ 3.24 _ 3.30 

'., '~ ,....__ 12.00 - 79.70- 94.90- 1.79 - 1.49 - I.) I - 4.01 - 3.27 - M2 
,~ .. 6 ,....__ 1).00 - 80.90- 9'.20- ... , ·- 1.63 - 1.66 - 4.18 - 3.29 - l .3l 
6 .. 6~ ,....__ &4.00 - 82.20- 9).50- 1.90 --- 1.16 -·-· 1.79 - 4.41 - 3.29 - lJl 
6~ 10 7 ,..,..,___ 86.00 - U .lO- 9)JIO ___ , 2.12 - -·- 1.17 -· 1.89 _ 436 - 3.31 - 3.34 
7 .. ~~ ,.....__ 88.00 - &4.80.-- 96.10 .••.• 2.30 ·--" 1.96 -- 1.98 - 4.31 - 3.32 - ).)) 
7~ 10 8 J"""-- 90.00 _.. 86.10 •.• _ 96AO •• -. 2.4) ,_ .. 2.03 -·- 2.0) - 4.26 ·-- 3.3) - 3.37 
8 .. 8~ ,..,.. __ ,_ 92.00 -·-· 87.40__ 96.70 ••••• 2.)7 ·- - .. 1.09 ...... 2.12 -· 4.21 ·--- 3.40 ·- 3.)9 
8\-1109,..,.. •• __ 94.00 -·-- 88.70 ... -- 91.00.- ... 2.67 ...... 2.14 ·-· 2.18 ---· 4.17 -· 3.A6 - 3.42 
9 .. 91-\ , ...... _.__ 96.00 --- 90.00 .. _ .. 97.)0 ........ 1.76 ........ 2.19 ...... 2.23 --· 4.12 ...... 3.'4 ·-·- 3.46 
91-1 oo 10 ,..,......... 98.00 - ···- 91.40 .. -.. 97.00 .. - .. 2.&4 ....... 2.24 ...... 2.11 -· 4.08 ·--- Ml ·-·· 3.'1 

AT MArutUTY._ .. ~ ----·------- liJ? ..... -.... ·---·-.. ··---
10 .. 10\-1 ,...._ ___ , ____ 92.90.- 97.90-·---- - ·-· 2.20 ·--·- 2.31 . - 3.72 - 3.60 
10\-1 10 II ,..,. ... 94.50- 98.20 ------·-· 2.)4 ·- 2.3) lAI - ) ,7) 
11 to 11\.1: yea 96.20- 98.60 - ----.. - VIO -- 2.39 3.91 - - 3.94 
11~ to 11 J'Ht' 98.00-- 99.20 . 2 • ..46 -- l.A4 4.08 -- 4.13 

AT MAnwTY ~- 100.00 ·-ill - ~ - =.. 
~- ......... --.,,... ......... -. ..a.-~~,. ~ ""*-*-k ........ - fO .,. ~ ......... 

~,w. ..................... ....,. 
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KWANG PU CHEN 

SbaJicb&l. c .• s. B&Dk, 
ChW~&ld"' • ChiD&. 
April za, 1941. 

The Honorable Henry llorgenthau, Jr., 
Secretary of the Troa~ry, 
Waohi"'ton, D. C. 
U. S. A. 

Dear llr. llorr;ont h&u: 

64 

Kr. S. D. Ron h&a just arrived here troa J.erioa 
and oo.....,yod to u your beat wiahea. He he. a reported 
to .. i n detail of the m&D1 ldnd oonaidoro.t1ona and 
au lat&nOOO yau h&YO f;h011 to Ch1110 and to 011i ... raal 
and to .. peraol1ally. For all thoae ao.y I oxpreu to 
you rq a01t ai11cere o.pprooiationf 

I o.a r;ratitied to loam troa Kr. Ro11 that the 
little oftort I ~To boon oxerti115 troa thi a aide in 
~~&111t&1111115 a oonatant flow ot wodoil to Jlllnioa h&a 
not only roaul ted in keept..,. a oont1nuoua aupply of 
thit essential material tor tho Aaorioan paint and 
varlliah trade but baa alao enabled Ul11•eraal Trading 
Corporation in l iquidatin& ita obl igat i ons to the Export 
Import Bank of Waahinr;ton more apoodily than firot anti­
cipated. I undorotand that by tho end or Maroh 1941 , 
over . 8, 000, 000 have boon repaid ar;ainat tho tirat oredit 
or . 25 , 000, 000. I am direotinr; tho Poo Shin& Tradin& 
Corporation here to keep up thia reoord and hope that 
the world situation will not ao develope aa to interrupt 
t ro.napont.tion or woodoil to Aaerioa. 

I ~ino that verioua important state affairs 
will bop JOU extremely buay tor the U.diato tuture, 
'bllt I &111eerely hope that you will be ablo to ao ao.no.r;e 
tho ... ttora that you will r;et auft1o1t11t reat to saintoin 
your r;ood health. 

With higheat peraon&l rer;o.rda, 

Sincerely your a,""" . 
~~ · 
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IIILITARI Dn'SLLIGEiiCB DIVISICII 
liAR lli!P .lJlTiiEilT 

v..bington, April 23, 1941 

NCYriCB 

1D'UTM LISSOIII I!IJI.Lr:rD 
llo, 95 

G-2/26S7-235 

n>o information contained in tbie aeriea ot b\llletine 
will be reatrioted to 1teu troa orticial aourcee which are 
reeaonabl;y contirlled, n>o 1eeeona nocesearil,y are tentati .... 
and in DO IOIUIO Dature studiel o 

Tbia dccucent ia bein4 given an approVlld diatril:lltion, 
and DO ...:ditiona.l co;>ies are availeble in the t!111tery Inte1-
Upnce Division. For provisions gove~ ite reproduction, t 

- Letter TJ.G 350, 05 (9-1~) 11-B-H. I 

VULI!ll.RAIILE POINTS OF GERIWI J.Rl!OJ!ED WHICL'I!S 

SOURCE 

This bulletin presente a lllDD&l')' ot tba viewe of the 
Britiah ITer Office on vulnerable pointe of Gerrae.n araored 
ftbiCilel ... or December 28, 1940. 

OQNl'IDD"l'UL 

-1-
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<k>e of the f1rat principle• ot tonk deaip 11 to coc­

atruot a vehicle which 1a proct ag&inat attack br antitonk -pclll. 
Since the effectiveness or antitonk projectilee fal.la otr rapidl,y 

11 the .,gla of i.q)nct 1104'• otr no mal, partic•.olar 17 at the loDger 

ro.ncea, i t follows that the f'ront aJld turret are given the hearteat 

azwor and that plates are bullt in with as IIUCb elope aa poaaible, 

The 110at cb'l'ioua target tlnul becoaee tba -t difficult one to 

dal11age. 

1'be vulnerable parte are to be tOUIId in tba 110re Ual>tl7 

armored sides and 1n bell y of the bull, Dl some typea of al'lDOrad 

Yebiolea- t or exaaplo, in the Pz. Kw, IV and in the Cze ch tonka, 

J.,B, IV.Sv., T.II. !I.P., and C.K.D V,8 ,H, - the!'& ia a point alcn&­

aide the ell(!ine compart.,.nt which ie extreoel7 vulnerable althoueh 

it ia not exposed to vi.,.. , It is at pointe such aa these that 

antitank tire should be directed; a ricochet ....,. enter and cause 

duage , 

lll Genan ar110red vehicle• are liberall7 prortdad with 

vision elite and periscopea, 11ell directed mcbine gun tire at 

these pointe - eapeoiall7 at abort range and with armor pieroill(! 

.-mition, it pooaible - can ea•.llle damage to such an extent tbet 

the driver 'a or collllll&nClor 's vieion nay be obeC1lrad, 1'be tonk 

will probabl7 be forced to change direction and to expoee ita 

wlnerable aides to the gunner. 

11ben a German tonk presenta a broadside, the most wlner­

able target for the gunner general.l7 liea in the area batween the 

top ot tbe track and tho top of the lower bogiea, Dl the caae of 

tanlca with bi& bogies, auob aa the T. N.H,P,, tbe aains point 

ahould be ebove a line drawn thro"ih the c:onter of tbe wbeela. 

Another good target ia tbe line where the turret joinl the bull. 

lhen a tank ia heed-on, tbe aiaing paint tor antitonk 

gune abould be the center ot the line whore the turret joinl the 

Min bull, .1. direct bit on this line may at l eaat ju the 

turret, and tbe general poasibilitiea of doing~ are greater 

than a t mot pointe , .1. rtaion alit, periacope, or gun MY be bit, 

or penetration u;r be ll&de through to the driving compartment, 

The alternative target, the trecka, will be tar 1101'1 difficult to 

bit because of the veey a..U area expoeed, The chancel of a 

ooap1ate lliea are increaead, 

Suetained •chine gun or rifle tire at the e1r intake 

or outlet louvres - the armored overleppill(! ventiletin& plates -

....,. cluace the power llllite b:1 ricochet, Fire ie baat directed 

QQNF!Wf!'UL 

?o 
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U the low.r pla ~· ot the l.ovrree 1Jl thie - , .&nor p1ero1Jlc 

.-J.tiCII should be UHd 1t poeeible, 

I'D tbia oormeot1011, tbe tollowiJls extract 1e troa a 

aeOl'llt Ge.-n puphletr 

"Troop• are capable or dereDClizl& tlle-l•e• a£&1Jlet 

the attack ot armored ..,.hiclee w1 th the r1tle or ordiJlerT 

•cbiJle sun. 
"1Jp to 60o 7*rda, ordinary bullet& hittinC araor produce 

lead eplintere and f\uoee which penetrate iJlto tile iJlterior ot 

the tank throuah openiJlge exiatiJlg even when the tank 1e 

closed, 

•It a large lll.lllber ot araor piereiJlS bullate hit t he 

target, their action ia superior to that or the ordiJlerT 

bullet at diatancee ct leaa then 150 ;rarde. 

"Helded j oiJlte II8J' be apUt and riveted parte mar be 

deatreyed b)" the ahock or a lllllllber or proj eotilae, 

"lhell an araored ~ele come• under tile accurate tire 

ot r1tlea or mohilla guna, the ern ie oblipd to oloee the 

tank dOIIIl, Thie ~&lees operation III10h 110re ditticult, reduceo 

the tank' s IIIJUIU'ferillg oapaoi t)', and expoaea it to the tire 

or antitank weapone for a longer period, 

"R1tle1D8n ahould tire &a 111110h ae possible at the anored 

vebiolee, 'l'he onl.)' etrecti..,. projectiles are thoaa that hit 

the anor at an ansle ot leu then 30 degreea to the no.-!, • 

GerteiJl pointe "" anrored vehiclea, auch •• tracks, 

aprockete aod auapenaion wbeele, appear to otter l.1ke]J' targete 

beoauee or their apparent]J' unprotected poeitione, but it should 

be reae•bered that becauee the)' are ill an expoaed poai tion they 

are deaisnecl to etand up to a good deal or :-ring, !here ie, 

h""ver, a chance that the tank u:r be t..mobillsed br a direct 

hit OD traolt l.1Dica, a bcpe, or a eproclcet, .t. delmpd track aa:r 

render a tank illl!lObileJ the tire power ot the tank will not be 

leaaelled, but it can acre eaai]J' be si ven the ooup-<le-sraee br an 

antitank gun or b)" 11lcend1er:y -pone, ()pportunitiea aa:r be 

preaentecl br the bell7 ot a tank tor ehote br the. antitank ritle 

whan a tank reare up to orcea a baJik or cl1ab out ot a ditch. 

Beoauee ot the ahape or the bell7, tire liWit be at abort range 

to eneure penetration, 

90J1P I I WfUL 
_,_ 
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!M •thod ot attack 011 an ,_.,bila IU'WIII'ed ftb1c1e will 
depend upoo tbe weap®S available, TM tolloor1JIC 1a a rougb guide 
to poillt.l '9\llDOral:lle to antitank an4 illoelldiar7 ~. an4 it 
ie not iJit.lnded tor taDl< buntiDC taotioa , 

1. Antitalll< Grew.!!, - These should be ai.Joed beck an4 
at tllo bottolll of the tu.rnt, t he aides ot hull, an<: the gun 

porte. 
2, I.ncend417 Grenades - These 1hould be aiaed at the 

louvres, both ir.tel.:e and outlet, .U though the;y ""'~ not set the 
tank on tire, tbe 11100ke the;r produce will probabl.Y render the 
iJiterior ot the tenk untenable , A closed d01111 vehicle llWit 
brOethe evan it the en&ine 1a not runnilleo Air llWit be illtrcduced 
ill order to expel gaaes produced b;y the auna 1t the tank is still 
f1ptin8• In the Czech talll:a el.read1 ooentioned, an incencli.ar;y 
grenade plsoed along the track cover would achieve tbe best 
reeulte, eillce it iS here that there 1a direct access to the 
enailiS cOIIp&l"tment, 
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r;.:J./2657-Z/.OJ flo, 71) II. I.D., W.O. 12100 II. . April 23, 1941 

SITOATION !!EF9RT 

I. Western Theater of War • 

.Ur: Oeni!An· Norlllt.l otteneiw actirlt:r laet nis!Jt, 
clirectecl p:Iiicip;n:rat aeaporte. P~uth anr1 Portamuth wre 
!air 11 hearllT attaekecl. 

Brit.i.eh. Apparentl.7 Uaht acti rlt:r laet nisbt, 
c11rectecl at the tmuion Cout. Bre.et wu boabecl twice. 

II. ()reek Theater of war. 

Qrowldz The Oreek grq ot Ep1rU4 anr1 llacecloni.e, esti­
a tecl to be betftet> ten and fourteen cliviaione, surrenderecl at 
9z00 P.ll. April 22. The Oerlllan Hich C~ states privatel;r that 
Gel'lllall troops broke throusb the Tber110p:rlae position on AprU 22 
and that other Oerlllan units haw reachecl the QW.t ot Corinth at an 
undesi snatecl point. 

Crete. 

pin&. 

nt. 

The Oreak (lovernMnt has 110vecl to tha Island of 

A!!:• Strong Axia attacks on troops , airfields and ship-

)l!d1terranean and African Theaters ~t war. 

(lrounll: There 1a erlc:lence to sUJ,...t that Axis forces 
in the ~rule areu are acttnc on the c:let-in penc:linc 
the arrival ot reintorc~te. 

Air• llinor actirlt;r b;r both dc:les in North Africa. 
Oaran cli..ibo.bers raic:lec:l lfalta. 

I!ES'l1llC'!JP 
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rrllllk 
rno~~:: 

a.x. Jr: 

r : 

B. II .Jr: 

1 : 

B.X.Jr: 

1 : 

B,II,Jr: 

Bello, leiii'J. 

!low are 7011t 

.&pr11 M, 1,-1 
9130 •••• 

nne. ~, leiii'J, I aot a WiN tro. 
rorreual ln ftioh be - well, 1n •e ... 4 
U to 7011, 'ftlat111 be Ute b .. t ~ ~ 4o 
u. 
•I baYe been lnto,..ed b7 A4a1ralt7 tbet 
ten Ooaet Guard outtere of !aboe olaee will 
be tamed oYer t.aed1atel7. Durin& the 
oouna week an4 the .... ln4er prior ~ 
lla7 let, req~a .. t tbet tollow1na data be 
to~ b7 oablel General 4eeoriptlon 
ot .. ohlnerJ lneta1lat1on With -.pbae1e on 
th• eleotrlnal e14e. Co.pleoent broken 
4cnm into ,..una•. ra"Uoular17 tboee ot 
enalneenna mo.noh. !bJ. • 1e Ute t.portant 
~'· 1Adlllnl t7 11Dvl4 appreoiau ottioere 
or enliete4 pereonnel be aa4e aYailable in · 
etatue of lbip obeerYere tor a period of 
about ala aon tlle. fte7 ebovl4 'be tlloro\ICb].J 
ezperienoe4 With eleotrloal lnetallat1one. 
Can tble 'be 4one'' 

Yeah, we'Ye alrM47 ba4 tbat requeet an4 
I 1Ye turne4 lt 4oWD, 

Yo• baYe. Well, DOW, nat tbeJ're liP . 
qa1net le tlle look of llnoVl.edae -~~~ the 
BriUeb M11ore an4 BrUhb otflHI'e ot 
eleotrlo 4riYe an4 tbeee eblpe all baYe 
eleotrlo 4r1Ye. 

Well, let •e tell 7011, Prank. 'lbe trouble 
le - JOII auet be liP .,a1nn U ten tu .. •• 
•ob ae I u. low, U eo bappene4 I •• 
111 Ute .. ., ~ llotiiJ'da7. I eent JOII • ..... ······ 
Yeala. 

• • • • • an4 I .... , on boU'4 tboee tou 
eblpe. ftwf'n ball I think U'• ten un 
ott tiM llalala on that eblp tor onr • ......... 

80 
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!be7 ba4 11batt 

ftlor'•• ba4 ton •• - ,. lllc11U..n -
one fi'Oil Noh 4eparaent, I Man, an ODC11loor 
aA4 oo fonh an4 oo on. 

!ber'•• been wa1n1DC Ulooo Mn for onr 
ton 48.1•· !be7 wore 101111 t o '-ke ~ 
on a w1al 1'1111 7•U•1'4117, an4 tho llal.&T& 
bao ba4 the people rt&ht on thoro and tho 
ozoout1Ye ott1oor Wboa I wont around with 
off tho llal.&7& - tho CAptain -on 1 t thoro -
..... 4 eat1rel7 Nt1of1ed. low, .. , I 
.-ko a oucceot1ont 

Yeah. 

Ool114 7ou ban oaobo47 cot 1n touch w1 th 
A41l1ral Aa41'ewo, Wbo 1a 1n ohal'l• at 
Brookl711 laYJ Yar4, 11n 1 t ho. 

Yeah, ba'o 1n ohal'so ot tho 41otr1ot. 

Well, alit h1• to alit tho Oapta1n ot tho 
Mal&7& 1 wbo 11 llan411DC tbOOO OU\\01'1, 
whether he 11 eat11t114 or whether he 11n' t . 
Io that a fair propolalt 

Well, I 4oll 1 t th1Ak 1t w111 cot r ou Aft7wtlero, 
Bolll'7. Be wol114n 1 t non lr.now. 

Ob, 7e1. It 11 h1o orew. Bo'o puttlDC 
the orewe on. 

I lr.now, but here'• 11bat rou're liP ~nat, 
Bllll'7. It 11n1 t a th1DC that oan 'be 11&1'1114 
1a ton 48.1•· ftlo tnnoter fi'Oil 411'11t 
appl1oat1on of otiU 41'1Ye to the propulo1on 
ot tho Yeooel an4 thl ollotr1oal ban411DC 
ot the oue th1nc u a 008Plotol7 ra41oal 
dep&l'tv.l'l aA4 not onn the .a-toot 8&D 1n 
the worl4 ool114 11&1'11 119• to 1'1111 tho olootr1o 
41'1•• 1n ton 4&7 •· 

Jut all I'• ·~!:f• 11 tho Captain of tho 
1&1&7& wbo 1o DC tholl '"'-tl OYII', 10 
he Nt1af114t 
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1: 

B.li. Jr: 

1: 

H.li. Jr: 

1: 

R.M.Jr: 

1: 

- ' -
Well, na 1t be •14 r•• I wa14a'' 11e 
•Uet1e4 111Hlt 1t I •ere IHPeur, ot 
u.. .. "7 - U.. lr1 Ueb le"7 - ao' tor a 
aiaate. 

Well •••••• 

L•' •• rea4 JOD ~ f1Dal ........ I 
P' • •-a4 oae. 

Dl4 roa pu' 8117 olleel'9era oa 8117 of 'b• 
4ea,rorerl' 

llo , Dll4 ~~ 4141l 1 t an 8117 1101'k out of 
~ tOI' ~· aon~l. !boll 41ni'OJIJ'I -
~ WOk to111' -·~ 1n ~e fll'at plaoe 
to aooep' 4el1•el'f of t~ and none of 
'~ •eH aotuall7 pu' 1n\O .. n1oe until 
a'bout ll1ne\f 411• after ~7 pt ~­
lleoaaee ~ bad \0 \l'a1a ~e Ol'lft . . AG4 
1t .. , Juet fl'l&b'tul. Ae ·• .. ,,,r of faot, 
~r• ..,.. no of ~ ooll1414 1n Ballfu 
bu'M• Ul4 one of ~ .. e 1&14 11p tor alloat 

11:1 aoatha ptt1q Nlla1re4. It •• Jan 
a.rul. lknr, let ae rea4 ~ aeooa4 aeence. 

n ..... 
11efenuc 'o London 4lepatob, aa4 10 for~. 

ritb ret-oe to teobll1oal operation 
pei'10Mel1 - tbll 11 troa foi'J'eltal - 1 1n 
111 Ja4peD' tbll 11 •• , 4111rable 1f ~e 

ll'lUIIi are 'o &•' ~ qa1oteet Ul4 ~ 
belt a1e ot \be ablpl 11aoe U..1r ezpel'leaoe 
ritb eleoUJ.o 41'1Ye 11 DOlt 11a1te4. In 
p...nl tb11 Ulaetratel llal'l'1aaD11 llll1ef 
tba' all .la11'lou •tel'lel llloal4 lie 
aooapen114 l17 operaUq pei'IOMil tor a 
..n1e1ea' uae to 1Utnot \be ll'ltleb 1n 
Ul a1e. I bope JOD .ul f1114 U polllllle 
\0 1D\el'9ene ri tb ,...._, ln tbll 1n1tuoe. • 

Jlcnr, let .. 'ell roa 11bat w·•• doae, .. 1117. 

:r don •' luln ae~r ro• IIIIo• tbh or not. 
!b1J •ere ,.,tlDI eo 11ttle etteot1Ye ale 

ot .laal'l- alrol'aft, ~ - \eU'1III 
~ wp Ul4 llzuii';L ua- a aa4 II'OUU. 
~ OYII' lte-11 1 414JI'I \ liDo• lin to 
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B,M.Jr s 

1: 

B. JI. Jr: 

1: 

B,M,Jrs 

I s 

B.M.Jrs 

I I 

- ~-
opeNtl taae. tllaS ., 1M~· et. 11'1UM allo•t a -;;;::: J epeel .. 1_. tltSJ ot ov -~• n1 ... .., ~~~e ,.,. 15, a total Of 75 IIIPII'I nlll'l, ao 
OHII'YII'I. .... ot ibo. al'l oa - ~ -... _., ...................... 414 ... , 
10 SilaS lhl1 001114 pt 1ul41ato, ottooUn uo ot lb11 all' •111'111. 
alpS. 

83 

I lblnk lbo oaao lblq h true ot JOV OUUII'I. !heJ 1 11 PlaJ aJ'OIIft4 WiSh th• aA4 tbiJ 11011 
\ 1111 ..... IID\U lbiJJe\ U'alao4 _. aA4 IIPI01allJ II'IJ.D II' ... to llaa41o -. •Oblaii'J, U4 1 t wU1 probablJ, 1t WI 11114 lOIII PII'IOIUI11 o• t r thll'l So toaoh ..... bllw to 1111 lble ellotrlo 41'1n, lhq w1ll IIH lbleo IIIUpo U 1••• tlziJ IIQI IDDIII' tbaa tbl7 ~4 olblrwho, 

Well, ot eoui'H •••••• 

low, lb11 11 lbo or111e rl&bt oow. h' • to4 ,,, lolponaat .. , tbiJ ,., th11o •111111 laW ~111oa a\ oaoo. 
loa!a. Will, tbl Wnc• ...... , oo...,..bl • • Attll' all JOU' 011 ...... 11'1 1\&J OD SM p •taD& •••••• 

lo, tb1J 6111111; lhq ''' law lbl 111Up1 u4 n, wUia -· .t.o a ••~~~' of tau, lhq fl7 0911' .. IW.IQ' U4 IYII'Jib1JIC 1111. !bel p oat a1 olloorwll'l •• pl.aa11 Jan Uke - la'17 ott1-. 10 Ollt ao OIIMI'WII'I oa 'llatUHialpl, all4 OI'Dloll'o U4 4ooti'OJII'I. Wo lla4 U otf10II' OD boal'4 11 HII'J OU Of ti!HI •pJIU•to 6llte OD tbl 1141\II'I'DII.a. 
Will J on la tb1 ft'111wlt U.t fOil 414 
=.!:~ =~, :.:-;1.r.: .... -:..:r .::r ot 1111at ' 2 , .... ott - 10• ~ - ft'l..-u. 
loa!a. hU, IMI'I _. aa Mll'1_. ottlOII' ..... J ....... ' ..... I'IPOI"t ,.... la1D ,., .,., ... J ... u ,.. - ... lt lt ,.. .. , ... 
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8.11 • .11'1 

1 : 

8. 11 • .11'1 

1: 

8.11.Jr: 

1: 

R, II .Jr: 

1: 

8. 11 • .11'1 

I I 
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lure, rou ... eee UIJtiWII I • •e 10,. 

weu, let ae "'"' 'b1' alae o•• 1a rq 
a1D4 aa4 •••••• 

I tblllk JOG lla4 'ben• talk U o'fel' w1 til 
tbe Pl'ee1~t. too, 'be ... H U 1D'f01'fee 
•ea41ac ~ on per.oaael out 1ato 
aoUoa. 

Oh, I ' 4 lla'fe t o tall to h1a. 

teah. Well, liD tllat, w111 JOU, ._.,., 

tou 1ll get aoUOD ODe WoJ' 01' Ule Otbtl'. 

AU r!Pt. I'll l•n it 1D JOV haD4a 
DOW 'beO&IIH U 1 I eDU.elJ JOUI' pe1'80DDelo 

I appNo1ate JOV oalllac ••· 

All 1'1pt, .. DJ7. 

Bialik JOG• 

Goo ct.-'bJe. 
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SUGGESTED 8U!JIIIII! • .-=•g DIOIUD 0J1 Ia !AID 

I baYa ·-~- ,.. 1io4af to 41o ... o Wltla 1ft 

the nt~4 of produolas tbroo aa4 a balt bUlloa 4ollare 

annuall7 111 a44ltloaa1 roYoeao tor tho 4otonao ot oar 

tbe erper1enoe ot th1e Coaa1ttee, but the e1tuat1on 

oontronUng u to4a:r 1a aho without ~ parallal. 

We are taoed w1th a greater challenge an4 a greater 

potential 4allger than an:r 111 the hiator:r ot the Rep•• 

t 1o. It oalla tor a et1ll greater reaponae thaa baa 

:ret been M4o. ~he AMrloaJI people are prepared to 

ake auoll a roapoaae, and to aako 1t w1lllnal7· 

I .. - propoolJIS an a441Uollal. 41Yoreioa ot 

onl:r tour per ooat ot a ~=;~riaillg 1n-• to tJle 

oauu fill •Uoaal. «etnoo. ftllo ourel:r 1a a ao4od 

propooal 111 the preooat aorpao;r, and nth tho pre ... 
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pr06TelliYe oountr1ea 111ta our own, ba•a unoo~lata.-

1ng17 aaeuae4 tar heaYier 4etene e bur4ena in proportion 

to their aiae an4 population. •• are b1g an4 r1oh an4 

atrong. We ara eoonotaioa117 batter able to oarrr thh 

l oad tb.an anr other people in the worl4. The Aaerioan 

tup&1tr atan4a rea4T t o talte thia bllrden 1n hie etri4e. 

The Aaerioan people woul4 not talta baolt one peftDT 

• 
ot tbe billion• that haYe alrea41 been appropriated 

We now haYe 011 ov 'boolta about th1rtr-t1n blllion 

4ol lara 1n 4etenae appropr1a1:1one. Kan7 people aaauae 

troa thia f1gure that •• are colllg to apen4 •oat ot theae 

th1rt7-t1Ye 'bUll•A 111 the ooUJII t1aoal Je&r. Bd oar 
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the nee t1eoal JMI' " ehaU. 'be •l'ft41ac ao 110r1 thaa 

1 b1llion dollar• a aonth on 48~enee. •• eball ~1nd 

oureel•e• epen41nc le•• than ~i~teen per oent o~ ORr 

national 1nooae ~or the national e~et)', altboueb hent7 

aont~ haTe paaaad lith the world on tire, although the 

torc11 of qgreae10A oontrol all the ~aotor1ta of oon-

tlnental Europe, and although the danger to our peace 

and 1tour1t7 11 aount1ng hour b)' hour. That 1a wbat I 

aean when I 1a7 that we are not ependiDC faet enough. 

The problea o~ building our dafanee ia ~undaaentallJ 

a problea of production. We oannct build planee and tanke, 

lhipa and gua, aar111 b7 TOtinc aonaJ. We bulld th• 

It the reeouro11 now eaplo7ed in the da~en•• 1nduetr1ee 

are not enough to pro«uoe the gun• and tank• and lbipa 

and planee that we need, •• -•t buten the reeaplo)'aent 

or our 1tle reeouroee. An4 1~ n111 th11 1n ...... • 11 not 

,... .. d. 
eaoUCb, we -•t 41Tert to 48~eue M6M. aore o~ tba rHour-
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•• • ao• enpa-4 1a ••U•I oar~ e1YUJ.aa • ...,_ 

fiNIIolal ea4 •t • prepea lbftl4 .......... wt ... 

an4 1 t ••' h elp f roa 

far •• Da7 t»e 

8eoon4, 

•truotare, 1 

\hne ftl'7 obJeeuw.. nret of ~. U aboal4 help to aob11Ue 

~ ~~ 
our re-..... tor .. teau - N&lle1Da ~-••1 th&~-~ 

90 

\hat all neUeDI at 1111e people eba11 Mel' the11' fall' ahara of ..._ 

'burUn • .u& t'••"7• n ta ... 1pea te prewatJ:':-! Pl'lHa 

" b7 b ep1Da tile te'-1. ,.~ .~,., pner tNII •'""'•'•& 
Pl'041aeuoa:.:lP -.:::_ ~ 
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lor woul4 UJoao sa tld.a - tel DenW. .... ,...'fUlq ,_ 

..... of Ult1J' -, OJ' .... aoo& Upa' Nllof fer --· ---

n gguW w taLJ.o o.-tnoo • J.-a~7 19, •• &nlA -

'JOO<oexaaiAo wUh a ~ ~·· !heR aro 0~;;.,2-t-
" ............. ., ,-~ 

~•/Wh1oh aro .. ulaor tor f!U70••• of &ofoaoo aor tor 

~ .. , of Nllof 8114 ooOU'1'7 fNa -'· Wo haft lion 

apo.Uaa s.a taaooo t1ol&a aa u ._ ...... ao &otoaoo 

PNII'Uit 8114 aa U .. -.1& ..... l'iiiiPOJ! J!!1 lap N&i ' .., ._ 

~ -~ ~r~ ~· wc·fl··~ .,.,-~ •• ·-p-.. ·r . ,._ . 
otton .,_ 'llladaoao u •..aJ.~ dllplJ-' Ml"l"1 • 

'llaelaooo ao •R&l •• ..- a U.. u 111110:. IS ...U. llo a 

ut 4t..& ~~· ...,_,. w& well 

~.._..a..., .. ~ -a~ 
aftMl ,;. ,..,.._.c 

~-
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.... 
Ia \ht ,.., -.lw -a.. .. Mw I Jh'-17 N'ft. ... 

\hU ee..s. "'' II:Mw.. •• - ... -st, the •~ ter npe..U. tue• 

~ 
OD \ht Halt 1'1~ te ..U 011 _..., aat1 Ul& ....... 

1 
ft baft ao100 MWIYI1'0 UP' .... With-·· lll •r •t•Hal 

1a our oonotpUn• If wba' to ape .. • tlleM tb1ap •• 

f :t..- ,/ a.- "7 ? ..._/' .,........ • 

41rtttl:7 _ .. ._. with &et-. ~ ---. _...,.- ,. ~ tr / '-' / z: 
_,.,...-, c... _, , _./ ~ .., ) / 
.__"' ~; ....--2 " ~ ._ '"'I 

!htrt hi• ""• .... ..u ........ , a.a• •Tper .._, _,e ~ ~ 

art .... ll&l'JJ "'-~ JIIU 11J'pA tJie tuial If label' 
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(fo aunprd 'both JdDU Of abiHe • job MfON U 1a 10 'blc 

tbat all the .blel'ioan people ...t Mlp to Ct.l'I'J 1t out, 1n pro-

93 

porti on to theil' a'b111\f to 1111• It h uuOUIIA, eepec.tal.q at a 

t l.mt l ib t hb, to prooeecl em the au•pUon that IJI1 great eeo-

tion o! our people should be penalized or t hat IJI1 gr oup should be 

exeliiPted !rom sharing ln the e-n task. We all want labor to 

~~~4.-~~~r~~~ 
earn ! a!:r" wagu and bnaineu to .U a fail' profit. lfo aeuible 

Jl{ 

government ever wanta to tax bnalnaaa ao aeverelf that reaaouble 

profits will diaappeu b7 the tillll the reu•a boob are oloaed &114 

the 7ear•a taxes are paid. 

You will not1oe that I used the phl'lae •tail' profit" . You 

~I 
and I knolr -~ aocurate]J'., I think, what that phraae •au &114 

what i t doea not Man. It oertaln]J' does not •an that Uf bna1nau-

man, or &JI1 other .&llerloan, ahoul.d lake inordinate and n:oe111n 

profits out oJ: thb •Ucmal. -rgaq. !be COJ!CNII hu trlecl to 

do &1111 with dafanae profltoering throvgh aua11 protlta taDIJ 
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11 ba1'4 to brtaa &llf 
• 

exoeu· prot1tl tas wh111b 11 100 per 01U protaoUoa ·acas•"' 
/ 

detenaa protUaar11lg1 -.....z hope tbat tile bUl to bl wrUt• 

b7 thla Ooaaittee • 111 be helpf ul ~-:!:;:~::k' 1111'" If , 
r.i W !iifi Q. !he AMr1oaa people 4o DOt 1Jltan4 tbat .... ~ 

.#fir ot t h eir nuaber ehall grow r1ah and t a t out ot tb.1a 

OOUDtl'111 Ganger, 

11or1table tax tbat 

!he 'freaeur7 1e prepared to reoOMen4 tax reY1a1on• 
• ..... , .. ~., 

ot wb.1all the 1101t t.portant feature• are Mi 1 eue4 1no-

~/ 
tax.-.s a=leau 2 a 011 Js:ewe ~ exwp•tsa•r-• lo .. rlDS 

ot the alat.m 1no..,. eubjeot to eurtax, an 1noreaee 1ll 

8XOIII pi'Of1tl taz1 an4 f1nall f 1 Dill IX011t t&XII CD & 1 ..... 

nuaber ot ooe.o41t1ea ~ob r~ not eeaent1al to the btenee 

41aa••• tile•• 1'10 1114&UODI 1n btall. ~ Fh ill flit iW 

tc s·' ?'' t·'·' ·ts sen. 
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(1iiggoa tea eul:he) --. 
• 

___ _.,., • ..,.,,..rJlt.unh•••• I ahaal.(i::. to ab .-.thla 'bdef 

. 
~ ~c..···· . ...,..,.. 

obsernti~ <J!be .bel'ioan people, I belleTe, ~n olltlf'GIIIl tbe old 

idea that tuee were ezaotiou foroed upon tha 'bf their Goni'IIMD.t. 

r.e han cODAl to ll!lderatand, eapeoia~ in t .he past eight ;rear a, thet 

taxes are pqmenta for aenloea reDdered. We can look about 111 and 

see higbwa;ya, schools, airports, reclaation work and Gon!'llllllnt 

activities of all ld.Dda whloh han been paid for 'br OUJ' OIID efforte. 

01tr dsilf line would be t 1 1 1 b Ur insupportable if it were 

not tor the neoeaaitiea and the comeniences which OUJ' tax .. han 

made poeeible. 

l'le are now about to F8T for the greatest eenioe of all: 

,v'r 
the satetr and protection of our count17. 1 dvbti it CiQ tupqer 

~~ 
can,_cOIIpllte what We proteotion 11 worth to h1:a and to hie f~ • 

.--;-~t~- IV_ ~ 
@ hl'lll of dollar!} I 'ie'llk• 11 he ou •n•••. 7 ..ah.._,lt .... to 

1/rNr ~ 
bhl to han a •17 ~ .berloan ahoree? ~ ..u111t » f to 
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~-·" airpl&DI• aDil oth .. wapau of atlGMl .. t .... ?/4;. __ ,,~ 
1/ ~;.t~,~ 

K-worth to be a tree .an lid.JIC 1Jl a laD4 of freaW It .. 
r 'tl.. 
at our coming taxes aa a lvap 11111., thq are a for'I>UaSng eight; 'lnlt 

!.fwe relldber alwqa tbe eenio .. • are reoe11'1Dg u iDdirlcl'lllla, 

.s,.....Jl 
the taxes will seell a ~ price to N • This time eneythillg w 

;;( 

The AJDerioan people, I lalolr, are P tad;r to def end that stake, DO 

matter what the ooet 111&1 be. 

--oOo--

• 
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SIJGGIS!ID rr"!!''Pi 1r ,.,,.,.., ••a[ ••w11•1 c. • !1111 

I han 00111 lldon 1VIl toaq to 411011U ..S.th ;ra tile 

need o! produoi.Dg three IJI4 a llalf 'bUllcm ioll&PI umpelq 

1n &ddit10D&l rtTIILill !or the adaao ot O'll1' o01111tr,. Suh 

an inoreaae ia without preeeaent in the experience o! thia 

ea.lttee, 'bllt the lituaticm oonfronti.Dg ua toiq 11 aloo 

without par&llel. We &1'1 !ao.a with a a;reater ob&llnge ' 

e gr••h• pot•UrJ. h &WI thaa C7 in the h1ato17 of the 

Republio. It oalla !or & atlll croater roapoue than hal 

;ret bean ade. 'Die .berlou people &1'1 prop&l'oi to ..0 

auoh a rtapoue, ID4 to u.ko it willl.Jacl7. 

I ea now propoai.Dg. u. aaa1 ticmal cllnralcm ot CllllT !O'Ill' 

per oent o! a rapidlr rlaiD& lne081 to the oaaao o! natloaal 

dt!tnll. T.b.iJ IVIq 11 a IIIIICleat propoaal 1n the preaat 

... l'CIIIOJ, u.a with the pnaat ltTel of proaperlV • OtUr 

•oatrlu, tHe ..a ,. ogreaaln OODtrloa lib ov --. 
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han u o011Pl•hhcl7 u..a tv llu'l'ior uf .... ......_ 

il1 proportion to thell' el• uu1 popalatloa. Wo an 'blc uil. 

rich w1 atroDg. Wo ... ooaa.lo~ 'better able to OU'l'J' 

thh load than llrf othez pooplo in th.e world. The .&:Mriom 

tupqer atanda roaq to tab thb baJodn in hi a atl"ida. 

The .&:Mrioan Pfl!Pl• 11111114 not tab 'baok cmo PeJ111f of 

the billicma that han al.I'Oaq 'booa appropriated for national 

dofeue. It llrf o~~~~plaint 1a 2uotifio4, it ia that thooo 

appropr1at1ou aro not 'bei.Dg tranolatea into aotD&l oxpoa­

altur .. , into aotD&l cwatlq 11111 proa..tioa, fut enough. 

'lo I10W llan Oil ov boob a'bcnat Wrt7-fin 'bU1101l 

dollu-a in a.t .... Oftl'Opl"iatiou. ._. ,eoplo a•- floca 

thb f1cve tllat - ... c•lltc to .,..a •• t ot tllooo th11-1:J­

tin 'bllliCIIIUI 1a the o.UC flaoal70&1'• Bat OV n.aioo 

at tllo !Peuu7 llan ob a tllat alAN .... uo oJaaco• al 

98 
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we eball tall tar lhort of aoh11rlag th.11 elli. 'le JUIW eat!ate 

r-»Y 
that UJilua n

4 
apeea. up our procluotlon effort, no liON tha 

tnln billion• wlll be epent f or 4eteue purpoaea in the 

It would be pleaaant for • to be able t o tell th.ie 

1'-.,;Q~ 
Coll1Litt11 that th.11A expeDAlitu.e 11 upl.l aJU1 th&t all 11 nil 

99 

with our produotion, but I ooul4 do no greater a.iuerYioe to 
. • .))_..t}.J. J,__ 

the .blerioan people. 'le all ~r how the Frcoh) 11 tl I 
~GJ-·l 

theuelne t o eleep with tMAMeglno~ IJ.ne aJII1 with a pro-

duction progna that _. cm17 on paper. I, tor one, do not 

intend t o oontribute to lullinc our people into a talee 

aeue of 11ourit7 1rr pretnaJ•c th&t our •apona of a.et~n~~ 

&re about to poll1' ott. the ua tl7 lwa 1D. an Jarbepatillle 

nooa. 1M tnth 11 tbat at the at&rt ot tU ... tiaeal 
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_,_ 

7
,ar .. 111a11 'be .,...,,., u .... tJaaa 1 'bllll• aou... 

a .onth Oil 4.:1 .. ~'· .. e)ell flJI4 Oll.l"ltlTII IJ«""hC ltll 

than fifteen per out of CIIU" uU-.1 '•·=• for tU utloul 

aafe\7, although twnt)" 1110ntba han pautd with the 110rlcl on 

fire, although the t orott of qpoe11icm ocmtrol all tM 

faotorita ot ocmtluntal.Jiuoope, aa altboagh the ...... 

to 0111' pe&Oe W 110111'1\)' 1t -.nmtiJJc boar bT boar. !hat 

h 'llb&t I •m 1lha I eq that • &l't ut lpiJII11Jic fait ••ch· 
The pro'bla ot lmJlatnc CIIIJ' w- 1t tna. .... ~. 

pro'bl• of pro4Jaot1cm, • ..... t 'b1l114 plen•t all tab, 

lhipa aa pu, .. ...q '117 .... ~..., ... '11111114 tua with 

the !'IIOill'OII 11ft -.J,.,.a J.a tJae a.fiDM i.allttritl &1'1 .. t 

8IIOIIch to pnb:oe the pu ..a tub u4 l1l.1pa a4 ~· 

that .. ....a, ... ...t buta." s'oowat of ... 111• 
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gaged ill ••tiDC Gal' ord1.u.r7 oirlllaa u.a.. 

!he tax progna before 70'0. toclq 1a !eaipea to aohbn 

the" n17 o'bjeotina. Firat of all, 1t ahoula hdp to •'bU-

ize ov naoUJ'OII !or de!eue b7 ncblolDg the .-t at .mq 

that the pRbllo oaa apad_!or 1111UOIIAI7 tbhg•. S.oodJT, 

it ia d11ipea ao that all. Hotlou of the people lhall 'bear 

to pl'l'tet a gaen.l l'iH h pl'ioea b7 bepJ.ac. tU total nl· 

tioul tuatloa, tU fiiiO&l aitutlca for lMI will 1bo1r a 

total expaUtve ot 

1l1ll. ._t to 

• learilll 

Regraded Uclassified
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1o7 woul4 ..,_. 1a WI .... I.Uhftt.J, n., JNdibc 

tor tholl of 0111' people 'IIIIo are 1a _,, .. '11M fue ell 

age wlthollt ...u of theb na, or w ue4 apat POllet 

tor oaua11 btTOJid theb ooutrol. 

But there h -th•r eet of expnu tvee 'lldoh, u 

I rqggeet.a to tide c-lttoo oa lU111&P7 28, w lllnU .. 

0PI•UUiial with a -ca1f71Jtl Clallo • fUll &PI t1ll pYWA 

... t expa4itw11 'lldoh &N u1thoP for JU'IIOIII of iaf .... 

aor tor pvpoHO II rallef ..a MnP1t)- tPOa -t. We llan 

'beea .,..a1ac 1a tMM tlel.U u 1t thiN wro u aat .... 

procna, ..a u 1t - ...u ........ 0111' ace ....-at 

effort 11p0a R11M11 u ual. tb11 _, t1al r1Jilt fl'"olvo 

bat oro tM a ra "', Bat w ·~ oaaot OU'I'f oa 'llulull " 

u -.1 at hill • u.. .. tWa. It ...u ... tncl• .... 

t. ..... tllat .. - ......... w ........ u.-. 
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-., -
oolosul 1oal1 ad atill CO 0111' UMl..,. at a ~~n~.._t 

or as udiYi4uala. It would lie felq to u._ tbat w , .. 

oontiau• to •,.U •• Hfol'l n all the thiJict wldeh w ecnala 

nll afford ill aoral. tbe1 but wldeh •cnr ooapete with our 

defeue effort. 

l:4 the put tftlTI -the, We UTe OOllplete}¥ l't'fiaed 

OUI' thinking 011. dtfiUI tzpllldi\vtl1 U ITIFf .-ber of 

thie c-s.tt .. kllon. We 11.cnr aooept the utcl for upell.ditv11 

Oll the all.l'gM 10&11 l'lqull'tcl to .U:t thil ocnatr, 1&!1 Ull1 

strong. We han aot, howner, klpt put with enatl h our 

tbhHag about ~efftlt 8p~B41ac. We han P latcl 

o\U'iouq 1tatio h our eoueptlnl of 11bat to lpa4 OJl tholl 

thiag1 aot diP11tq o_..ottcl with daflue. !lae 'lla11U1 of 

the fire net .. hal aoa4tcl. 01'cl1ul7 tnlf1o .. t cet to 

ou •1a. to let thl nci••• cet tlll'nP· Pltu• ..a ahlpe 
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..a pu aow han the right ot ~~ eth• tNtf1o oa 'be 

pel'lllttK oDJT 1f 1t IOI"ftl the Jl&t1oaaJ. plll'pOIO, 

'rhero hal booa gODoral ICJ'OOMilt that .aeh biper 

taxea are nooo11a17; but OlUI group hu urged the tubg 

o! labor but not of bul!.uaa, whilo author group hal lll'gM 

that the rioh and proaperoua oan afford to boar t.he whole 

load, I suggest that the tiM ha1 OOM to cU.aregard both 

kiDde o! adTioe, 'l'he job before ua 11 10 big that all tho 

.berioan people .ut holp to O&l'l'f 1t oat, ia proportloa 

104 

to their abilitT to pq. It il 111Uoai, eapooiellf at.a 

tiM like thil, to prooood oa the Ulllllptioa tbat UT CHat 

••otloa ot ov people ahoula bo paalbod or tut UT grnp 

•houU bo u..,t.a troa lharlq h the o-. talk. •• all 

waat labor to oora fair _,.,, the ft.I'Mr to han hil proJOr 

•bar• ot the •tioaal h:a•T, ua 11u1u11 to .U:o a fail' 
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• 

profit.{ lo • 

I t flta eappaar tbl 

.11:. .~ .. :t, ... so 11nrel1 

tiJII ! the r• 

peU. ) 

You will notioe ~t I uaed the phra•• •tair profit•, 

You and I t:aow acountel1 eao-agh, r thblt, 11bat that phl'aae 

•au and 111!.at it doll ut .... It eert&WJ ioea aot ...,. 

that lll'f bual.ua,.., or uq other .lMrleaa, ahollld .U• 

inordinate u4 uoe11in profit• out of thh national 

pro!iteerJ.ac t!aro.P uee11 profit• tu••• bat it ia haN 

to dnhe .., u•••• profitl tu 'llhioh 11 100 per ont po-

teotioa aplut w .... profitaerlq. I Jwpe that the 'b1ll 

._of tlwb ' 1r ...U crw rio ... fat oat of Wa 

Regraded Uclassified



106 
-10-

tu ratu, a loweriag of the winS- inoae aubject to Rl'tu, 

an illore&lt lB uoeu profit• tu, ud fh•UJ, ... ueile 

t o t he deteue prograa. Jllo. S1111J:na u.d the !Pta11117 St&U 

ahould j111t ille to .a tbia llriet obaenatioa lB coulu-

II 

The .btrieu people, I belien, haYI cnatgrowa the olcl 

idea thet tuu 'ftPe aaotiou tONed wpoa tUa 'bJ thei.J' 

Gonl'Dtat. We haTe - to udeatua, eapeeial]J lB the 

[ 
P .... Pid. • tall lett &lint a ... ltl )II) Jl, IIMola, 

D 
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all'pOrl•, noluatloa wort 181 Get-w 1t uUnt1• ot 

..u kiad.• 'llhioh han boon palcl for 11J ov na otfona. 

Our dailllin• 1I'Olllc1 be iuupportable 1t it WIN aot for 

the neoeuiti•• ad tho ooaToaloaoe• 11hiola ov taz .. han 

ade pouible. 

'It ue :aow about to pq for tho groat11t umoe of all: 

the aa!ttJ 11111 proteotioa of our ooUiltl'J. lo tupqv oa 

pouiblJ OO!ipute 1:a tei'IU of cloll&PI what tla11 pPoteotioa 

1a woPtla to h.1a &D4 to hl• fa:aiJT. llcnr moh clo11 1 t •u. 

to h1a to han a uv pariiJ1c .blrloaa 1ho1' .. ? BP moh 

don it •aa to la1a to han aa acloquate 1uppq ot ai.Ppla:aoa 

and otheP wapou of utloul clotouo? Bow moh il 1t woptla 

to be a fl'•• ... un..c la a lu4 of froo4oa? llhatner it 

ooah, bt that oo1t what it -..,. U • look at 01IP ooabc 

tax•• •• a 1111111 .., thq are a fon"'hl a11JatJ nt 1t • 

,. ...... al~ tlaa •01'1'1••• - ...... oln.., .. i.alri'"h, 

10'7 
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tbe tuu wUl •e• a -u ,.S.ae to pq {fn' ' ; 
we han, enrrtJahg w ftl• Ulll thuve, 11 at •take la tu 

'1101'14, The berlea people, I bow, are reaq to a.taa that 

at&lte, 110 •tter 111at the eo1t ~ 'be. 
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It Will• ._ ---· ,_ • .. '- .-le .. Wl ale e.. 

'"* •• au .... fll ••• ..... &• -.t• ...... e11 a. 

.. ... ...... ..... .. ell I I '.... .. ... D l.U .. 

wt• • .......... .- a • •• ...... e.b = ,..... .. -• 
... 11111 ... ,.._. .._ e M• .- f/1 •aa&tr- uret , 
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1 hr.ve come before you today to discuss with 

yo 1 the need of pr oduc 1 ng three and a half b1111 on 

~oncrs rnnually in add! t 1onal reven11e ror the defense 

or o•1 r co·mtry . :::uch a:1 increase 1s •;t t thout 

~rece•ent , bu t the s1tuat1on conrront tnc us today 

Is r.lso 1'11 thou t par allel. 

. e £.re faced v11 th a c; r eator challenc;e t:1an any 

rn the his tory of t he Republic . I t calls fo r a r.!'JCh 

-r ?<. •er r 2s;-onse than has yet been :nade . The 

,_ 1 ;:an ;:eople are pr epared to i..&1:e such a response , 

<.nd to l.tl.e 1 t wi ll !n::ly . 
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Tile Treasury 1s now proposing an add1 t1onal 

dtverston through taxation of 3i b1111on dollars, 

whiCh IS only four per cent of a r apidly r1s1ng 

natl~nal tncome , to the cause of national defense . 

Tt.ts surely ts a modest proposal 1n the pr esent 

er:er2ency , and w1 th the pr esent l evel of prosper! ty . 

Other countri es , free and progressive countries l ike 

our o1m , have uncompl ainingly carried t ar heavier 

defense burdens 1n proportion to their 51 ze and 

population . 

We are b1g and r1 ch and strong . ',/e are 

econor.~tcally better able to carry th1S load t han any 

Other people 1n the world . The American t axpayer 

stands ready to take thl s burden 1n hls stride . 

121 
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penny o! the 

appropriated 
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can people would no~ake back one 

1111ons that hav~;:l~ ldy been 
I 

J 

ense. t any complaint 

ts just1!1ed, t i s that these appro riati ons are 

not being trans\ateyast enough into actual 

e~ndttures, in~ctual productton . l 

we now have on our to oks a bout thirty-!! ve 

billion dollars in de!ense appropriations. Many 

people assume !rom this figure that we are going 

to spend most ot these thirty-!ive billions in the 

coming !1scal year . But our studies at the Treasury 

have shown that unless we greatly speed up our 

production effort, no more than twelve billions 

will be spent tor defense ~rposes in the nscal 

year endtng June 30, 1942. 
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r would be pleasant tor me able to 

expendl ture 

people . \'fe ltll re mber how the French lulled 

thought or the UBglnot 

ductlon p gram that existed 

ull our people into 

a tala' sense or sec pretending that our 

I 
weapons ot defense are bo to pour ott the assembly 

llnes in an 1ne:xhausti ble 

The Treasury estimate is that at the start or 

the new ttscal year we shall be spending no more 

than 1 billion dollars a month on defense . 
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AJ.mOSt two years 11111 have passed w1 th the world on 

ure. The torces ot aggression already control all 

the ractorles ot continental Europe . The danger to 

124 

our peace and securi ty Is mounting hour by hour . Yet 

we shall t1nd ourselves spending l ess tban !1tteen per 

cent or our national Income !or t he national satety. 

That 1s why I say that we are not spending !aet enough 

!or defense. 

The problem or bu i lding our defense is 

fundamentally a problem o! production . We cannot 

bulld planes and tanks 1 ships a nd guns 1 merely by 

voting money. iie build them with labor and manag8J:Ientl 

wl th raw materials and machinery . 
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1'111 resources now -.>lo;yect tn tbe ctet81188 tndllstrtee 

are not enough to roduee the guns and tenks and 
4cd/\Mi~.l!ft · ~ ~·~4-c~ 
shlJ>S ~s that we neect;f e mat hasten 

the reemployment ot our 1<1le resources. Even this 

Increase wtll not be enough. As we closely approach 

tull employment ot our resources, we must take the 

next step ot diverting to .defense production more 

and m:>re ot the resoorces now engagect in sattst;yi~ 

our c1v111an needS and wants. 

'nle tax program before you ts designed to proJOOte 

these very objectives. 

First ot all, tt 1f111 help to mob111ze our 

resources tor defense by reducing the ~\Dl7 o~ rt1tr~7 
C.I/"'+~.....C., .A.-o ~~...r 

that the public can spend tor \tiUieoesoery things. 
A 
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secondl,)', it is des igned eo that all eectiona 

o! the people shall bear their ratr share or tbl 

burden . 

And finally, 1t 1s destgne<1 to prevent a 

general rise in prices by keept~ the total volume 

ot monetary purchasing power trom outrunni~ production . 

There must, or coorse, be no stinting or our 

defense expend! tures . att there 1s another set o! 

expendi tures which, as I suggested to this Committee 

on January 29, we should now •re-examine w1 th a 

~1ty1ng glass . • These are the government 

expenditures which are neither tor purposes or defense 

nor tor purposes or rel1 e! and secur1 ty !rom want . 
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111 are cont111111Jll to 8Jl81K'. !D tbeee DOD-Clef..., act 

non-relief !1el<18 as 1f we bac1 no -raenc7 detnae 

program, as 1t we could superimpose our huge 

re&r118118nt etrort upon government as usual and. business 

as usual. Tbts was all right before the eX18t1ng 

emergency and. while there continued. to be a large 

volume or avatlable unemployed resources. aAt we 

simply cannot carry on b.u11neee as usual and 

govertm~~~Dt aa usual tl"'OII now on am still take 

adequate care or our defense neec1a. It would be 

a tragic error to as8UII8 tbat we can expand our de!­

prodUct1on on a colossal scale and. still go our 

usual ways, wbetber aa a OoYiniii8Dt or as 1nd1v1cl!J•••· 

It would be toll,y to asame that w can coot1Due to 

Bpenc1 now aa we 414 !D Jlora1 t._. • 
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In the past twelve monthS, we have completel.7 

revtsed our thinking on de tense expend! tures, as 

thiS Colllllittee knows . 'l'e are now awake t o the need 

tor expend! tures on the enlarged scale required to 

cake thts country sate am strong. We !live not, 

bonver , kept pace w1 th events tn our th1nk1ng about 

non-defense and non-relief spending . We have 

remained curi ously static in our conceptions or what 

to spend on those thtngs not d irectly connected 

11th defense . The su-en or the t1 re engine has 

so101ded. Ordinary tratnc must get to one side to 

let the engines get through . Planes and tankS and 

guns now have the right or way; other trarnc can 

be Permitted only tr it does not obstruct the 

National purpose . 
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NOW, I don ' t 1I8D t IIIIJODe to III111Un<1eretanc1 •. 

1 went to make it perfectly clear that we must 

cmttnue to provide for those 1n want, those woo 

race old age wi tbout means of their a.n, or who are 

othenr1 se in urgent need or relief. 

There has been general agreement tba t mch higher 

taxes are necessary; but me group has urged that 

new taxes be imposed on labor but not on business, 

while 8I!Other group has argued that the rich 8IId 

prosperous can afford to bear the whOle load. 

Both kinds of adVice should be d18regarded. The 

Job before us 1s so b1g that all the American people 

must help to C&.J'17 1t out, 1n proportion to their 

sb111 ty to pay. It ts unaru nd, especially at a ttme 

l11<s this, to proceed on the al8'mpt1on that anr 

group or our people should be penalized or that 
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r 8ect1on should be ex rtec1 trc. ebartq 1D t;t. 

!lllOn task. we all -.nt labOr to eam fair nces, 

1 tarmer to have hll proper share of tbe national 

XJme, and business to make a fair prot1t. 

Please note that I used the term • t atr• pro!t t . 

business, no Ameri can, should make 1nord1nate 

1 excessive profits out of thts national emergenc7. 

1 Congress has tried to deal with the problem of 

:ense protiteering through excess prottta taxes. 

all know how hard it iS to devise any excess profits 

t whlch 1a 100 per cent protection against defense 

teer1ng, but I hope that the bill to be written 

t hts Colllll1ttee wtll be helpful in further reducing 

evn. The Allerican people do not intend that 8JlT 

[th•str nuaber aball grow ricb and tat out ot this 

Regraded Uclassified
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c~ntr1'• d&DPr. '1!lq wtu, Ill 1111r otlatca, ..,...,~ 

8111 tatr and workable tax tb&t wtll belp to bep wa 

rrom occurring • 

'nle Treasury 1111 prepared to IIUIPIIIt tax rntetone 

ot which the most important features are 111 increase 

or !nCOJ:l8 tax rates , a lOifering o! the minimum tncol:l8 

subJect to surtax, an increase tn exceee prot1te tax, 

an<! !1nally, new excillle taxee on a JNIIIber ot 

eommo<l1ttee which are not essenttal to tbe defense 

program. loll'. Sullivan an1 the TreUUI7 statt are 

here 1» diseuse tbese suggestt one 1n de tall. 
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In conclusion I should Uke to Eke one 110re 

observatton. The American people, I believe, bave 

outgrown the old idea that taxes were exactions 

rorced upon them by thetr oovemment. we mve come 
~ 

to understand , especially 1n t&e JIMC; ei@k~years, 

that taxes are ~nts tor services rendered. We 

can look abOut us and see htgtnrays, schools, airports, 

reclamation work and Government activities ot all 

kinds which have been paid tor by our own etrorts. 

our datly 11 ves would be insupportable it it were 

not tor the necessities and the conveniences which 

our taxes have made possible. 
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t e are now about to pay tor tbe greatest eel"'f1ce 

o! all: the satety and protection or our oountry. 

How much does 1 t mean to ttl! Amertcan taxpayer to 

have a navy guarding Amertcan shores? How l!llCh does 

tt mean to him to have an adequate supply ot airplanes 

and other weapons or national defense? How I!D.lCh 

ts tt worth to be a tree man ltvtng 1n a tree land? 

Ir we remember always the services we are receiving 

as tndtvtduals, the new taxes 11111 seem a small prtce 

to pay. The American people are ready to pay that 

price. 

-oOo-
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SBCRiT.lRY'S T.lX ST.lTEIIENT BEFORE 

HOUSE iUS J.ND JIEJ.NS COIIIITTEE, J.PRIL 24, 19U 

Regraded Uclassified



1 have come before you tOd&7 to discuss wtth 

you the need or producing three and a halt b1111on 

dollars annually tn add1t1onal revenue tor the 

de!ense or our country. Such an tncreaee ts 

wtthout precedent, but the sttuatton conrronttng 

us today ts also wt thout parallel. 

We are raced !fl th a greater challenge than 

any in the h18tory or the Republic. It calls tor 

a DUCh greater response than has yet been made . 

'Mle Amertcan people are prepared to make such a 

response, and to make 1t w1111ngly. 
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The Treasury ts now proposing an adc11 tiona.l 

diversion through taxation or 3t btllton dollars, 

whiCh is only tour per cent or a rapidly rising 

national tncome, to tbe cause or national de!ense . 

ThiS surely is a modest proposal in the present 

;margency, and with the present level or prosper! ty. 

Other countries, tree and progressive countries like 

our own, have uncompl ainingly carried tar heavier 

defense burdens in proportion to their Size and 

population . 

We are big and rtch and strong . We are 

economically better able to carry thts load than any 

other people in the world . The .Amertcan taxpayer 

stands ready to take t his burden in his stride . 
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we now have a prog1'8111 ot about th1rty";'111ne 

billion dollars tor defense expenditures including the 

Lend-Lease appropriations. 1/.any people a ssume rrom 

thiS t1gure that we are going to spend most ot 

these th1rty-n1ne b1111ona 1n the coming t1scal year. 

But our studies at the Treasury have sh01fll that 

unless we greatly speed up our production errort, 

not much more than twelve billions will be spent 

ror defense purposes 1n the rtscal year ending 

June 30, 1942. 

The Treasury estimate 1B that at till start or the 

new t1sca1 year we shall be spending no D:Ore than 

1 b1111on dollars a month on de t ense . Almost two 

years w1ll have passed with tbl world on tire • 
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1!18 t<rces ot aggreaeton alrMc2)' control au tile 

ractortes ot coq.t1uental Darope. Tbe danger to our 

peace and security 1s munttns hour by hour. ret 

we shall ttnd ourselves apend1ng leas than tttteen 

per cent or our nati onal tncol!'.e tor the natt onal 

satety. 

The problern or butldtng our defense 1s 

tund811lentally a problem ot productton. We cannot 

bulld planes and tanks, shtps and guns, mrely by 

vottng money. We bu1ld them wt th labor and 

management, 1f1 th raw matertala and machinery. The 

resources now emplo;red 1n the detenee tndustrtes 

are not enough to pro<lUCe tba guns ao:l tanks and 

shtps and planes tbat we need to carry out the 

program to 1fb1ch we are alre8d;J coDD1 tted. 
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we DIISt hasten the reemplo11118Jlt ot our tdle re8Cilrcee. 

EVen th1S tncreaae Will not be enough. As we 

closelY approach full employment ot our resources , 

we must take the next step ot d.1vert1ng to defense 

prodUction more and more of the resources now 

engaged tn sat1sty1ng our ctv111an needs and wants . 

The ta.x program before you ts destgned to 

promote these very obJect1 vee. 

First ot all, 1t presents a method ot paytng 

as we go tor a reasonable proportion ot our 

expend! turea. 

Secondly, tt 1s destgned so that all sections 

or the people shall bear tb81r ta1r share ot the 

burden. 
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Third, tt will help to mobilize our resources 

tor defense by reducing the amount or money that 

the public can spend tor comparatively less 

Important things . 

And finally, it is designed to prevent a 

general rise in prices by keeping the total volume 

or monetary purchasing power tro:n outrunning 

production . 

1.40 

There must, or course, be no stinting or our 

defense expenditures . But there ts another set or 

expenditures which, as I suggested to this Comtttee 

on January 29, we should now •re- examine with a 

magnitytng glass .• These are the government 

expenditures which are neither t or purposes or defense 

nor tor purposes ot rellet and securi tY trom want. 
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fe are conttnutng t o spend in these non-defense and 

non-relief r teldB as it we had no emergency defenae 

progr8lll, as 1! we coul d superimpose our huge 

rearmament errort upon government as usual and 

business as usual . Thi s was all r ight before t he 

exiettng emergency and while there continued to be 

a l arge volume or availabl e unemployed resources . 

But we simply cannot carry on busi ness as usual 

and government as usual from now on and sti ll take 

adequat e care or our defense needs . It would be 

a t ragic error to as8UJII8 that we can expand our 

defense production on a colossal scal e and sttll go 

our usual ways, whether as a Government or as 

1nd1v1duals . It would be rolly t o assume thD.t we 

can CCil t tnue to spend now as we c11d tn nonnal times . 
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In the past tweln mntha, we t.ve completely 

revised our thinking on defense expenc11 tures, 88 

1.42 

thlS committee knows. We are now awake to the need 

ror expend! tures on the enlerged scale required to 

l!ll!ke thlS country sate and strong. We have not, 

however, kept pace wtth events tn our thinking about 

non-defense and non-rel1et spending. We have 

remained curiously static 1n our conceptions or 

what to spend on those thtngs not dlrectly connected 

w1 th defense. Ordinary trarrtc DI1St now get to 

one stde to let planes and tanka and guns have 

the right or ~. Other tratrtc can be perm1 tted 

only 1! tt does not obstruct the National purpose. 
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Now, I don' t want anyone to mlsun<lerstan<t 118• 

1 want to make it perfectly clear that we must 

continue to provi de for those 1n want, those who 

race old age without means or their own, or who are 

otherwise in urgent need or relief . 

There has been general agreement that much 

higher taxes are necessary; but one group may urge 

that new taxes be imposed on labor but not on 

business, whi l e another group may argue that the 

rlch and prosperous can afford to bear the whole 

load. Both kindS or advice shOuld be disregarded. 

The job before us is so big that all the 

American people must help to carry 1t out, in 

proportion to thetr ability t o pay . 

1.43 
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It t s unsound, upec1aJ.l7 at a tS.. lUte thte, 

to proceed on ~· II.SIIUJIIPtion that any group of 

our people should be penalized or that any sectton 

should be exempted from sharing tn the co111110n 

taSk. le all want labor to earn t atr wages, the 

ranner to have hts proper share of the natt onal 

tncome , and business to Jll8ke a talr prottt . 

Please note that I used the term •ratr• pro!tt. 

No business, no American, should make tnordtnate 

and excesstve prot1 ts out ot thte nattonal emergency . 

Tile Congress has tried to deal with the problem or 

defense profiteering thrOugh excess profits taxes. 

Regraded Uclassified
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we all know how bard 1 t 18 to devtee &117 excess 

prott ta tax which 11 100 per cent protection 

agatnst defense pro!1teering, but I hope that the 

btll to be wr1 tten by this Committee w111 be 

helptul tn tu.rther reducing the evn. The 

American people do not i ntend that any or their 

number shell grow rich and rat out or th1s 

country's danger. They will, in my opinion, 

support any !air and workable tax that will help 

to keep this !rom occurring. 

145 
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The Treasury 111 prepared to aucaest tax 

revtstons of which the most Important features 

are an Increase ot lncoma tax rates, a lowering of 

the m1n1111um income subject to surtax, an increase 

tn excess prof1 ts tax, and ftnally, new exctse 

taxes on a munber of cour.od1 ties which are not 

essential to the defense program. l.!r. Sullivan 

and the Treasury Start are here to discuss these 

suggestions in detail. 

In conclusion I should like to make one 

oore observation . Tbe AIBrtcan people, I believe, 

have outgrown the old Idea that taxes lftlre 

exactions torced upon t~ by their Government. 

Regraded Uclassified
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18 ~~ave come to unclerataacl, eapectal}7 tn recellt 

years, that taxes are ~uta for services 

rendered. We can l ook about us and see h1~, 

schools, airports, reclamation work and Government 

actlv1tles of all ktnds whtcb have been paid tor 

by our own efforts . OUr da1ly lives would be 

Insupportable it it were not !or the necesstttes 

and the conveniences whi ch our taxes have made 

poss1 ble. 

We are now about to pay for the greatest 

servi ce of all: the safety and protection of our 

country. How mcb does tt mean to the .AI!erican 

taxpayer to have a navy guarding American shores? 

»7 
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How much does 1 t III8&D to h1111 to have an adequate 

supply or airplanes and other weapons or national 

de!ense? How much 1s 1t worth to be a tree man 
• 

11ving 1n a tree land? It we remembel" always the 

services we are r ece1v1ng as ind1v1duals, the new 

taxes will seem a small price to pay . The Aloor1can 

people e.re ready to pay that price . 

-oOo-
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ADDITIONAL BmNUI fOB DBFBMSB 

T.vaaDAT, AnD. M, INI 

Booas or R...-aanA'UY•, 
Co1011'1'T11• ow W ATa AKD M .... .,.b 

Wuli•gloo, • C. 

n.. oommiuee ...,M u 10 a. m., Hoa. Robert L. OoughiOD 

~~.!.f.':.~. ~mmi~ will pleMo be .m order. The 

.,...,;0g this mommg 11 bemg held for a Pllf!IC* thai"' geoon.Uy w.U 
oodentood. It hu IHlen known for aomelime Uoat il bu become t.be 

dtl! or our comm_itLM .co initiate.. aome Lu lega.lation .. Addit.ionaJ 

f'f'ftnue in eonneet.lOn watb _the national d~enM ~m 1.1 nf!Cfi~Mr'J, 

and tbit it the formal opemn& ol the be&nnp on tbaa matter. 
We are goi1111 to bavo lbe Secrot.ary of the Trouury preaenl to Uoo 

t'Oalliltee and to t.be country • stateme.nl. covering the- need for 

additM>oaJ renoue &nd aay •l.G•&iool he m&1 bave apropo~ Lhe 

-ailing of thU revanu~. 
Mr. Cooru. Mr. Cbairman1 111A1. I be indulgod a onomenlf [ 

~ it """'ld be quite appropnalelf tho clerk at tha time read tho 

101icotbat wu acnl our., Ul ordor thaltbo public may bo fu.lly adYioocl 

UIOihepr<lgf&ID. 
I Npe<ially wanted to roquoaL that for the reuon t.baL il ia •~tOO 

ill U.. ootioe thaL aL lho ooodnoioo ol Lbo proaon~tion made by t.bo 

I Stmt.uy and t"- wbo may bo with IUm, th- boarmgo wiU bo 

adjourned unlil nexL Monday, &L wbic:b Limo othu interooled people 

IDI.J lpptar. 
Tho CK•tlliW<. h io UDd-ood thai tho oaly wim- todoy wiU 

be the S~l&r)' and the ot.bna wbo are ..,.._ling tha Tnluury 

bu1 tbot on noxL Mondar. momiDg Lbo hMnnP will 1>6 <enlilluod. 
Mr. Tat:ADWAY. Mr. Ch&ii"D'la01 I would like to aak ln t.h&t oon· 

-'ott whether il io exJ>OCI«] 1o pu~ Lbo coWIIOI ol our joiDL com· 

mitw oo tha oLand with ....,....,.. 1o ._..,.t ""- 10 t.be law, 

lol~wiug Se<rel&ry Mof118Dt.bau'o aL&Iemen~, or wUI Lhal bo dooo ML 

un1il out woekt I think i~ would bo muc:b boltor il Lhe 1wo official 

.._.~ti•oo would have thoir LOILimoay more or J.. oaralleJ iD 

thO '-'<I. CerlaialY, 1 obould lhiDk we would ba•o ~"- Stam'a 

toltimony lollowing U.u of the Trouury !npa~Yllcnt. 
Th• CHAIIIIW<. So lar lboro baa boon oo nolieo exaopl t.bal wo 

""llld boar~~ ol t.bo ,._.,.,.ODd bis ~ilwoLo today. 

Aa7 runbtr ••liDMIM, ee\btr \hole Tf:ulllknc Lbe JOliiS. oomnut&.eo 
or&nJono ..... , wiU bo '-rd Iaior. Cltairc!Ooo oolknow wbotbor 

'A_tr. St.a.m " I'Mdy t,o ~ bu\ he ia alwaya aveilabla u • wi"~n-, 
jj~. m optn lelllioD or in p,ecu&i•e .-ion, to ee"e lM romuuuee • 

• _ .... 10 bo callod ... '"-· r t.bjnk be oboulcl ban- than. 
n:w momen"' nolioe. 

1 
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llKYf:}l(l~lt R.R\'1910S OF m1 3 
reredc:t- to eueull~e .-iona. it i:s the purpose. of the Chai:r t.o 

,.,flh.C:O._ ... t.ing of thC' conunitt~ 1.0mo~w rooming to dod do the ptoo 
!:durt. . ; LL1 rt'I~L w cxt..oc~t·v~ MMtOnl. I hope every member or 
lbe-t()Lnmiu er w1ll keel) that. an mmd. 

\Ye t-rt ,_bout lo hrn'r Lhe Scf~t.ary . \lr t\.!'UfSON. ~lr. Cbainntm, is aU a.va.ilabl~ dat-A going w be 
~;public, lAl tb•l>'.,..! 

Tht Cu.,aii.»AS. 1'hit it a public heA.ring. 
~lr. l\....,.l!1"60S'· Are all or the tebodules that. btwe Mtn pmwnted 

10 
do• t<)IDlllill .. U> l_>e ,.cl..,....J U> tho p,.... l<>dayl . 
,. cau•,.."· \\ • ..-oil b .. r the S.C..t.ary ollbe T,......ry •• th• 

...... 
Sf&TIJ(ElfT OF BOll. UJrlf llO.OIIITIIAU. a .. SICIITUY OP 

till TBEASUBY : ACCOilP.t.IIIID BY DAJIIBI. W. BILL. TBI 
oJI1liRSBCJIBT.t.IY : Allll 10BII L. SULLIVAII • .lSSIST.t.IIT SIC· 

RBTARY 
Thl' C H AIIUot.\:'1. Without. llbjc-ction, tlw !lt'Crt•t•lr~ wi11 ml\kC' l1i1 

rtlllin &liltt nw•\t vo'ithou~ inlNTUptlon following "•hi~h mf•mbc•l'il m"Y 
~Uok quf'!tioons. 

Y oo rn" .r JU'OCl't-d , M r. S.'C rr lt\ !)'. 
S«r«>taf'\" ~IOROYS'TUAU. ~lr. Chairman and ffi('m1x·~ or t hr Ways 

and ).l~n$ Cornmitlt-4:'; 1 hM't' ~mt' beCore you today \0 •litruM •·ith 
n.lO thco nt'f'd of pl"(klucing $3,300,000,000 annuatlv in 1ctditional 
f'Ktn\l(" tor the drh·nM of our country. Such an inc"rHcc- ,., ., ithou&. 
~""'• but tht' t:itualion conCronting ut today •~ ai!O .-ithout 
poralld. • \Y(' aft fate() with a gtO'attr c_halltnge than Any in thC' biA1ory or the 
Rr~ubltt. h call• for a much greatu f'('SpotUP t.han ht~ yet IX'tn 
madt. The Amc•rieao l)e'01)l4'i are prt'pare<l to meke such a ~"~' 
and w makt' it. willingly . Thr 'l'r\>tl!Uty i! now j>I"'I>OI'illS an sdditional lli,•rl"''ion ~hrou)t11 
1antion of 3~ billion do lnrw, wh1ch is only <4. )>4lf'C(Int. or n rllpidly 
rdil'lg natton.a.l income, tO t be CAU8f' of nltionol def~n!e, 'l'hiJ 1urdy 
is • modes'- proposal ir' the prc~nt. eme.rgency, ancl with th~ l)ielf'nl. 
kvtl of pruspent.y. Other coun,ries. rree and progrti!l8h·e c:ountries 
lib our o-.-d, ha\'t: uncomplainingly rarried far bu,•ier dtf4't\!e burdetll 
ia ~tl'Ortion lo their tiu and poiJulat~n. We- art"~ and rich and atrong. We are ec::onoDJlta111 btuerable u. 
«VtY this lOad than any otbtr pt<!ple in 'be .,-orkl. ,, .. Amerka.n 
laXpayn swodt reedy 10 lak• II"" bunltn in his ttride. 

Wt no.- ban a program of aboul. $39,000,000,000 for dt"fente 
txl"'ll<liwM ineludios th• ltnd~oue oppropriotiolll. ~tony !"'!'pie 
&!iiUtnt'! from thil fif(UJ't' that. we are gomg lO tpmd IJ'H)IL Of thele 
S39,000,ooo.ooo in tbt eomlng 6KA1 year. But our a:ludiN at. ~be 
Tn-asury ba,·e shown tJuu. 1.11\lrta .,...•e groatly s~Nl Ul) our j>roducliOtt 
•ITon .. no\. much more thnn $12,000,000,000 will 00 I J>rtH or d~·(r J\Je 
PU!J>OSoCS m l'w f1Jt.a1 y~lt.r ending ~lune 30, 1942. 

Thr Treasury t"'flim~t.«' is t hl\.l at the s t.a.rt or the ue ..... • fi!K'" l year wo 
1h•JI be speondmg no more Lhan $1 ,000,000,000 a month on (14•fense • 
. \lmost.~ yean ..... ;:ut han pa.IINI wiLb lht -:ortd 00 fin,. Tbt rctrcHOf 
~t1'510n alwady control aU the racton('5 or conunental F.urope. 
• M" da.ngtr to our ~c.e and security is mounting bour by hour· 
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tboll' .,-horace old ~ wi.tbout. means of t.htir own, or who llrt: otbt.,... 
. 'n urgt·nt ntoed of rcl1cof. ~b~re (!"" botn gentral t.grMment that. mueb hlaber t.uea a.re 

tf/I#A-rY. but one group may urge that. new tue11 00 1mpot1011 on 
~bor but.· not on busln~.J whUG another group may a.rguc L11at. the 
ri<h ond P""'pcrous can auord t.o bear the whole load. Both kind& of 
.,hi .. ,bould ba disrl'l!orded. Tho job . balore_lll io oo ~ig ~bat all 
bt AJJaeric&n pt..oople mus\ help ~ e~ at. out, an P.roporhon to thti.r 
~1110 pay. It il uMOund, 01petiall1a1a tlmelikethil, to proceed 
.. tho .,.Ulllption that any group olour people obould ba penalised or 
,.., an• ...,,1011 ohould ba tt<!"PUJ<i ln.m sharing in tbt eommon wk. 
W• .n ·.-ant blbor t.o """' lalf wogea, the Iarmer t.o have bil j)topor 
....,. ol tba oational ioeomohand busin- t.o make a lair profit, ~'~tate note that. 1 used t . e t.trm " fair" profit.. No butine.. no 
\ mtric:an should make inordinate and uceuive pro&ta out of thia 
~atlonol ~~eney. Tho Congr- baa tried to deal wid> tho problt m 
of defen,. profi~ng through exe<lOO-profita ..... ~. We all kllOw how 
harrl it 's to devase any t;x~·profitataX wh1ch 1.1 100 .~ref'n\. l)~h~ 
tion ll8aill!ll dcfonsB prohtoormgJ but. I hope that. the bill LO 1l6 wntten 
by •hi! eomn1it.too will ~ hclplltl ln furthar re.;~uclng Lht~ evil. The 
Ameril:an people do no\. mlcnd that ttny of thelT number elu\JI a;row 
nth and CaL out. of this eountrY'• danger. They wliJ, in my opinion, 
tuppcrt any lair and workable ta.t U>&t will hclp to keep thio from 
o«OrMg-Tht T,.,..-sury is prl",.red to •uggesl tax revi!tons of whii':h the 
IDI)fl imeortant fc-alurft ll'f' an inUHif' of income--tu raw. alowt-ring 
of~ mmimum int'Omf' eubjt"(l. lO wrt.as, an intrt'Uf' in ntN!f.-profitt 
~x. and 6n.Uy, nrw rxdtc- t&Xts on a number of tommoditW •·hitb 
trt oot. cosstntit..l to thr dclen&e program~ ~lr. Sullh•an 1nd tht 
Tnoasury staff a re he~ to d i&eu• tb('Sfl suggcet ions in drc..il. 

In ronrluskm 1 ~hould likf> to make ont mort obM•r. at ion. T h,. 
Aml."fio1u1 (K"'ple, 1 b••lit vc, h~tve outgro\\'11. tho old ltle•• t.lu•t taxrt 
\\'fin• t":<tU': tions foro~d upon them by their Oovennnent. Wr hllffl 
I!Omf' to uNierstend

1 
ci!pC<eil\lly _ in recent years, tl•st bl"<"t art• I)AY· 

mrnts for !i('n~icee rend••ta(l. '\Vc ea.n look flbout us And &U" hijthWilyt, Kbool~. ai:rport.8. rec;lamation work and Oov~mmi'n~ ottivitiH of All 
klnds •·hich have brtn pald for by our own cffortAI. Our ct!lily Hvtos 
would M insup~rublc if it. were not ror th~ oectt&ititt anfl the 
toannitnces whtcb our WM ba"le made pc:l!S!:ible. 

Wt ~now about. to pay for the gfti~L tert' iCt or all! Tht urec.y 
and J?rot«tion of our country. How mudl d~ it. mttn lO th~ 
AliH'flNn taxpeyt:r to have a nary- guarding American 1bOrNf Uow 
1:1ud:a d«t it mroan to him to have an adequat~ euppiT of airplanf'S 
and othf'r - ·H potll of national defm~ef B o,.• mucl1 1J it worth to 
be ~ free man lh·int in a free Jand! U 'ft' t" remcmbtr •lway• du~ 
ttrvl('tS .wr art ~iving '"'' individuals, the otw taxtt will . ,...m a 
smTll pneC' to pay. Thf'l Anwrican people ere N'&dy to pay that. prit ('. 
~ ~· fl C HAntMAN. Rave you oomploted your msin stt.tatnt"nl.t 
~rr('ta_ry MoROENTUAU. Yt'«. 
Tb' CHAmllAN. Mr. Coop<r--
ttr. CooPER. Mr. Secrt lar:;y- -
• lr. Bu<;K. Mr. Cooper, wm you yield for a momen\t 
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Coo•"" 1 undm~ you to .. Y, M~. Secn-wy 11\at th• ~'·del"'"" bill now ou .. IAnding or •PP'I'W'I "''ould 'bo about 

S39,000i.:·~~RGI:U"fTH.A.U. That is oorroet. 
Sc!(_reCOOP~K. Considcriug tho $1217<J:O,OOO,OOO th11\. you ~''m"to 

• .~11;. 
0
.,roed lor nationnl deleJl .. «unng the fiocal year 1042, that 

"'' d mtan lhat. tubttt.and~olly $7,000,000,000 ls t'tt.iml~tC'd to bl' 
:::rei for other rxpcneet of operation of t.be Oovemmc1U; ia thai. 

boU' ~rreet? . 1 Strrt-talY ~toao£l(THAU. Be~ .. •·een alX and a b.alf and ~even billion. 
)lr. eoorU. !Itt•«'• oix and a .,_.1 and ..... billion dollanT 
~ MotO&S"fHAU. y.,., 
),(r coOrE.L AstUmin([, then, tbu. the amount. of rtvmue lhar. 

., ~ conwnplattd, S9;200,000t000 from uistiog rt•taue laww and 

.-u.mi.n~ that $3,600 000,000 are provided in e. bill to bt noporud 
b this committee' &m\ pUled by Congress undu your reeommend•­t~ would that. leave about 16,300,000,000 u a def'ith~.nc1 for tbtl 
1\f<t\ ye•r 1042! . 

Sl-crt'Uir'Y ~IOHGEMTitAU. J\ppro:<amnt£'1y. 
Mr. CooN:·R. Approximnt"ly that.'/ 
Setretarv MoROI.ll'fTUAU. Yt ... Mr. CoOPER. ls not. t.ha~ about t..be same tunount. u \be C'ltinHt.lt"d 

d•fitit lor this fi!Clal yoor? 
SH:avt.ary Moao&NTliAU· Just. about. the same. 
Mr. CooPER. I .-ume, thNt, Mr. See:re~ary, it. is your coMidt"rt"Cl 
~~that your propooal h<ro to pronde two-th1rdl oltbe eon­
W'Dlplated or tstimat~ exptn~W by revenue and onfoothird by bono•·· 
inc s about t.he bf:lt. end •f~t. eoune for the 0ovm'IOI4"nt. to follow 

•' this time. &C':f'f'lltY Moao01'1tAU. That is what I beJievt. 

).lr. COOPEH. Tbank you. 
Tb<o Cu>tR>IAI<. Mr. 'l'readw•y--
Mr. T READWAY. Mr. Se-cretary, I assume tltat the gtnetal tlAt&­

m<'rtt lhat you hn.v~ pn..'ICntod t.o us will be foUowt..od, 88 you at.ata bt.n
1

, 

by a rlttai1ed report. of tlu! Mtilmlo of tho Tr(la&Ury , lO bo madt" by 
Mr. Sullivllll. 
~retary Moao&NTUAU. That. ia correet-. 
Mr. T llL"-DWAY. And that. will contain various it4"ml thlt. he wm 

pmtnt. •·hieh bavr bet-n approved, I assume, by you ln tilva.nc.e. 
S«:l?.t&ry MoaoL~ttcA.U. 11tat. $ oorreet... 
Mr. Ta.UD'I\'A1'. So that. -.·e may c:onsidt>:r wh<'n Mr. Sullivan 

- .... is ... .,._-•• ting tho So<,retuy or tb• 'l'rHOu'l and lh<> 
~nt. in tbt dt tailJ. that. lwo •·illAUbmit. to \he oom.m1Uee. 

Stco:rtt&ry M ottOKNTHAtJ. Ona. hundred J)UCCll\. 
Mr. T '&EADWAY. I "''ARt. to commend ibis ge-neral euttmenl thas. 

you hnr m.ad~ to t.ht! t-ommltt.t"e 1his rooming. 
S«~-.ry MoROF.KTitAU. Thank you. ~tr. TauowAY. Of counw. it, in r\0 wly bind• the eommit\.('(', nor 

IIi)' mt•mlx•r of it., to urry out. 1ho rccommendlit ionll Mr. Su1livttn iJJ 
about. to makl'!. You wo1ild not l'Xf,(oel. that.? • 

Se-cretary ~10KOKNT11AO. 'rh"'t. would 00 the IU\. ching l would 
r.'Cp!..'('t. 

Mr: TRI!AD'flfAY. r jult. wan\. to make sure that lhA\1 i.i the untter­
•l&nd•ng. You have alrtady1~~ thai. the. conu:nillec' it v.~ri\ing tho 
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bill. Our <h..,... 1w boon. ••rr ~tea~ tha~ the committ<t......,.. 
be the ...... erMtuoll7 10 ·~!" the. bill, and .... -.old be dtlipt<Q .. 
han the l(h·~ of tbt admiR.IIttatJO:o. . 

No• jUit ont otht-r rn~tter that I with LO c:a1J up, Mr.~ .. .,. 
and 1~1 it p&nkularl1 to commend .{our nmarb a t. the bouom oi 

3 and rontinuing ~rough rooM o ~ 4 of rour at.atemt>~u, Lhtt ~to do • •ith f')JH'n<hture~noL lor nabOnal ddena. 
s..: ..... .,. Mo•n•HTHAU. 'l'banlt you. . . 
Mr. Ttn!AOWAl'. Mr. ~t.ary, m'f only mq~uy, u a r~ah or 1 t•uuAJ reauling of tlu1 tfC;liOD tha.t . .am reJemng lo-•nd 1 WIJ1t 

furtlu•r to ooanmr!u~ the ,ulca tbat 18 me!ude<! ,lhcre-'!IJ' inquiry'­
tbi•: llu tl!a1 atdnuru~ti'!Uton 11hown any dJSposat.aon to foUow out th•t 
pf'OW'ftm ot nondf'h~ruw economy? 

Scoerrta.ry MOROI!fTH.AU. 1 think they ha ve, to a cert ain df'Jrtt. 
Mr. T•ulAD"'Al". To what dtgree? . 
&cr~tary MoHOIUIITtu.u. To a cutAln depee. 
~lr. T"un• .. u·. To a limit«< ~egree or,Prf!t.Ly gentr~U,y. 
S«N:!•r:Y MoltOCXTHAV. I think 1 will JUSl My lO a tf'rlain 

d<j!Tff. • -L • •L d • h Mr Ta&.\D.AY. llu 1t .,,own m we recommeo &liODI t ll ha .. , 
C!Omt 10 C'or~rttrt (rom tht admi.rtisuation in a.oy way and hu ~­
follo•rd 1he t<OtiOOIT reeommendatioos Mh u appar in your 
alalf'01.f'rltf • 
~m...,. ~IOROIXT11AU. As !tt u the BoOM lA cone«ned, up 10 

now ll..t that thty b .. t ktp~ •ithin lbelimitatio"" ol the Pt.oidtol't 
Dud~t:tl. Bul ., you know, in eonneetion with the agricultural blU, 
th Sc-natt'l nult(llhll appropriation by • v67large amount. 

Mr. TKuo•.t.Y •• \bout SSOO.OOO,OOO, was st. no1.? 
Sttrrltrv MoKOK;STHAU. A liule less than that. 1 havr Mid on 

I.IC'\'rral offuiontt, and I lUll very gla.d tc have an op_portunil..Y: to NY 
il •sz:nin, tluu I sinr('n'ly hopt. Lhat. the Congreu will etay "'1tllit1 lb('l 
amount or tilt' l'rC'iid.-·nt's Budget. on agrieult.uro, •nd 0 11 aU otlwr 
.. r,J•roj"i .. tion•. 

At )X1i11t out ht•l'~', I t hink that both t.bo CongrOKff ttnd tboe.e of ue 
at tlw othc·r end of the' Avc•m1c bnvo not. recxtuninod ea.rrfully thfl 
nomh•r•'IHIC' itc•mL', "ml I sincerely hope tl1at. thnl will elill be• clon1.1 Ill 
Ll•i~ t~cwion o( CougrC'II, b('(!ause, after a.IJ, wbeo you get. all through. 
it. it tlw Conp-t,_ thAt controls the pun;,e st:rin.J;rt. 

Mr. TKK.1DWAY. That is true., but I feel that very !requ~ntly Con· 
ft"t'*' follow• ••hie., (rom other places than on the floor of the lloWM' 
m tl1r deN.tt ... 

Sttrttary Mo"OlM'I'HAU. I think I made a reoommt:odatton lul 
aummrr, ~lr. ,..,.......way, and I make it. again, lhat. if the tOCUmitlHI 
in Cor~ thal vote the mone.r and the eommiuecw: ill Congrt~~ 
that r&dt lbt' monty woukl get t•tber with the Tnuury, end d1r 
BucJ,tt B"""u and atudr lbe whole ~tun. we migM be ablo to -k• aomt P-. Rut I think as long u ib., opora~ ~tparaU'Iy, 
I mo~ or kW dNpt.ir that we ean make an_y progJ"eel!!ll alon« tbt linH 
of fltOOO~f u far u nondt!tnse it.ems are coD<lti'11M. 

:\fr. TMKAOWAY, 1 do not wana.. to t.&.ke an_y undue ertdil, b.aL I 
lJunlt th""" hvC'I boN-n 1'801uliona end bill$ introduCNI uudrr n1y n•mfl 
('&Trying ou1 that ''frY lrlf'a, ha,•e there not.f 

&c:N•tary M~ttOIUiTKAU. That is oorrect. 1 think you and I bot,h 
~·!'e h!td 01a1 ~dN., and I •>Ould like to share whatever glory theno tJ 
tn It With )'OU, 1r lhf'rtl it Any, 

BZfti'V1' __ o,. or .o 9 

ODe olh« IJioacbt. IB llpi~ of - ollona ~lr Ta:L\.DW'A~· Jus.~ of the recommendations of the Exeeutin, 
,..1 ,;. you •Y• "' ":\:no during peocttlm• in thia eounuy, wbo)n the 
~.tb<ft <~erhe<D •.,._. or .,..;ooc~ b;r Con~ have bom u bjgb u 
-::.....n.uoo• •ubllll ""'! f :c; .. ;,e ll tbe preeM" l·Uun e So far ... I len. ow, JOUr statement. as 
~1.&11 ~Ioao~THA • 
""'' 'l'b rdo probably will no~ show &nything or 

c.o Mr TauoWAl". 
0 

=you could 'ftry well b"' into thi$ without. 
.;, kind. I do noa..~upld li1Ce vuy much to know bow nond~fe~ 

:...U114tion, but I ~~u tho ycnro 1940, 1941, ond 1942. I ~.nk •~ 
·nditurtS compnrc.m t. to have that. on rooord. ~Jcl bf A matter of tnlCrct1 h&VO A lll.at.fomcnt. here (rom 1037 lO 

Secrtlary MoROE.NTUAO .... turefl from J uly I to April2l, for eaeh or aring t.hc upenul cia"' eofyPellt!ll937 ~ 194 I. 
th• bS<O Nondclenoef · k d · t Mr. TRbDW/.Y'. · \Vell 1 have got 1t. bro e.n. own m ~ 

5tcttwy Mo•0,:'f~· publl~ worb ana other ope:ratmg e.xpendl­
oational dtldle..,.,tb.,'1,.~~ 00 tho publio deb~. 
llftl' 115 w AI ba f 

I ~1;. 'J'a£ADW,\Y. t'or W t y .. ro 938 1039 19<40 and 1941. 
Stc':nU..Y MoaoL~Ayo"·u •:!~ 'any' ealin:.les /or IW! Wt ue 
~fr TataD.,..A1'. 

2 ~ with the filet.l y .. r I!M · 'l'bC!Il<l """ ..-.tual espencfituros. 
St<niar:l' ~loaoliJITIIAU. No. nditu,.. Would you ~ to .-..d 
)tr. TRE-'D""'"· Aclldualouf'~thtr in.r.1. it. .. part or you:r rtma.dcsf 

tha su\.l'mt"nl.. or "'OU y • bl . ... ht"ar "t. . ' . ton 1 think it "'·ou1d be d~ra e"' · t"lr 1 ' 
Jht li not • ").g(1 OKNTUAU. Any way you~ fie 
~tl.r) • OR b ' OY('Oit.Dl 
~tr. Tu,ov.•AY. Dow atfv~r·~k ~ir Bell ~uld summarize it. for 
Stt:ret&ry MoR(HtNTUAU. 11 • 

you, •nd would ll<l very f,~~ bw. r glad to have him do that. 

• • 
,.lr. Ttu;~oDWAl'. 1WS!c1 t 0 ~~ia' this ia 8 ataW.menL or actual 
~lr. BELL. As t1e , re- er1 1 -..o April 21 of eac.h of the fi&ea) 

cx-p4•nditurE'! Cor the PSIOC_I Ju ,Y, the lOtftl exJ)(IOditures for thllt. 
retf'!f 1937 to l94 1. ummsr51~1~f6 000 000· for 1941 the sum wu 
prrio<l, for 1937 the sum WM , ' , • ' 
$9,671,000,000. 1 . t.o tbe variou• catflgOrie&, the national-

Bn>aking them <own m
1 ·'mat.e to-month period in 1937 dtfense ex-ptonditures for t ~e approx' 

000 000 •Rdf:153~?~b&~o:~ !!;'~~~~~·:·in ioai wer~ $2,673,000,000 
onc1 in I!J.II, l2,009,000,000d. · In 1937 $2 167 000,000, and in Othu opuatmr exptn JlUft& were • , • 
ttll,$2,727,000,000. . db 5652 000000 in 1937 ood 11w- inttre~~ oo Lhe publi~ e &. wu - • • 
~~OOOinllMI. • ~andil~~IO~ 

1 should be glad to int•rt. thia •.n the """' ' u'Jd no~ •·ani ~ try 
""' t!J.I2 f!timalft lor ~. lull fileal Jth .. r .. !. 'i:...uoe 1 do no~ think 
to brn.k them do•"P into the lC).mon penuu. 
that •·ould be practicab!•· • ld be d ·rablo u we are d,..Jing 

~lr. TREADWAY. I clunk u. wou 81 . 'luded 
111ith 1942, to have your cat.imet.tt for t.baC.. year UlC ' 

-
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('l'bo ... ,.,....,, "'l•rml"' il .. lollows:) 
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.. .. ...... ... "' ... ... ... ... .. 

... . ... .. ...... .. .. "' 
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.. 
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,.,....~.e--..:s::::~ 1U7 1.- t.• .... 1."' ... a,.; 
• tc't. N' n~ :-n ._ .. , . 

f.uln.po~- ... .S..t:'J ..... ,.., .. tTl q. ..... ,_ ._ 

Mr. 'l'!tKADWf\V. ThAI i" all. 
~lr. lt mm. ~lr. St>crNary, just to kl'('p lhc reoord t~tr•ighl, your 

lux I'"'JX"'*"I h1~81'tl upon a hudgt•t. of $19,CXIO.OOO,OOO, dOt'l lhal 
inf'1Udl• t1w 81. I""""''K"f" project. or th~ rann ... parit.y paymtJlitf 

~Jr. 1\r.u •. h dOtos not int.ludt the! St. La~'l'ence p'roj~t. Thtrt 
1•&~ I.M.,..n rKHlung authori-U'CI on tb•t·. It dot'S not includt lhr addi· 
hon• •l!kh haw· lx'("fl ~ldf' b)• tht" &nate to the a_grieuhunl baD. 
It only nltludrt thf' ftlunatN submitt~ by thf' Budgf'l and elkt•'t 
lor :tOmr u:llf'r"N...,. in n..tional dt>lf'Mt" t-Ipt'fllditUJ'e$. 

~lr_ K• t o. ,I jun •-antt"d co bring that out at this point, and I may 
df'tim" to tOQUIIl' lllf'f epin4 That is all. 

~lr, t\~ttt-0~. ~lr. Stfrt"tat)", in your statement., you uy th•l tht 
1•r•~H n'C'Mpt~ or tbt Got"C"nunf>nt. are about $9,2:23,000,000. 

8t'frrt•ry ~lotca~~TM u .·. Estimated for 19-12. 
~lr. l\ ~tT!ooO~. t-:~timaiNI! 
S.'fn·~•ry .\lu~eor.sTu,nr. For 1942. 
.~lr. Ks.nl!to~. \\'iH you pleue tell thP oommittN' what. p1rt ol 

tlu~ tiutU 101 tlt•n\·•"1 lrom Lhr rrtirement. funds sudt as tllf' F.-.lt•rsl 
•·mplnyi'i'11' .r.•tin•mt•nt fund, the railroad rNir~mcnt. fund, nrtd tht' 
Mrtlll•lf~Urt l,\' Ulli'lllJ)Ioynu.•nt-insurnnce £und? 

Jtlt\T-'<111< Rttvtstos or ,.,, 11 

\loaon"1'o .. o . Would i~ be -bl• lor Mr. Sun;_, 
SetrtLIIib_~1 quHotiooT • 

&O ...-!" ~ 1 t is immetmal &.o me. . 
~tr. Ksar&Os: Tbe $9,223,000 000, to wh.eh.tou rerer, ~t.r. Knu~ 
)lr. St&.LI1'klude thf" itemt thu. you mtnllon. Tbe Mttm.ate on 

tOP,~ no~ Sll2 000 000. So thaL t-he tGtal revenue eolleetions 
\hOlt l\f'~ ~5 ooo:ooo: Thoae it.tma have been deduet«< in Wving 
.rould bf ' 1 $9 223 000 000 
1\ th«' fiJUrP :Os TheY h~ve been d&duetedt 

Mr. K~OT, ~· They have ~n, yea. 
~lr. S~oLLIU~ · ~lr &-arctary, will yoll reconcile £or the committe(~! 
Mr. ~su~~ '0£ a 'tnandrOO thoufl.&.nd on the r0.1iC'£ rolla is justifi,,.J 

!•o•:.IU~ ure~ile (Ae .. tbftl> h. it a)airoocJ tlu~t. 8(WCral milJjC)n have befn 
'" ·ne•,..~rk on tht dl'fene4' pr9gramt 
put to ar\' ~loao£NTIII•U· Mr. Knuu.on, I have not. got the figu~ 

Sfd'tl ~b~t. if my memory Atrvta 1ne cor~lly, the oumbt.r on tht 
btl.,. '\h'bu !><en ateadily going down. 
~r,ttk:o1J"'f'SSN. J saw a ll•~mcnt the oth~r day to the effect. that 

·,.had ne up a bundrtd tbouund. . 
~~ ~ ~loAoE:<THAIJ. II thu lo corm;t, I •·ould !><' surpris<d. 

• "'· . ;.;.. Well 1 .... •urpnt<d. \1 ill you put m W. .....,rd 
. ~tr.~'\:~hr .;~mbtr is on rttitf today aod wbat it " 'as a year agoT 
JUSS,:""tary ~toaGE:STRAU. 1 aball be vtry glad to . 

~lr Ks.,.,..,s. II you pi•.... . 
Stc~t;I"V ~IORO&N'THAO, llh.&lliJe\.1\. (or you. 
~lr. ~,[.....,s. '!'bank younhu a all., . 
fMat information ff"qUeltNI ~&I £o11owa.) 

•''u•kt ~.,.,tnt ,,..~.-, W..-t 1-'rticd• A,.,MiJtittral!OIIt I'Hitd• 

....,, 'ft'f'k io mtuuh: 

l\l-l~&lll11f)' •• 4. • ...... 0 .... 0 ....... 0 ............. 0 0
• -·- ... ..... i ~~· = 

~r!>;:~:: ::: :_. ::::.::::::::::--::::::::::::::::::::. i 288: 000 

19.J I: l 89.\000 
Jnnuaty ••··••••••••••• •··•·•··--···"···· 1' 867 000 
t'~bruAt,)". . ....... ·····••·····•·--······· ···4

• ••• • 1• i'Olooo 
).lareh •• ·-- ..... ···••••·-·······--·4·· I' 607 000 
.-\pr. 16, 1941. .... •••••• • ........ 44 

•• • • 

~ •••rt ~J AlbldllhtniW.. 

~lr. Otss£\'. ~lr. SH-r<'tfttY, I wu J)arti~ula.rll: int~J'l"Stf'<l in tJu~ 
pamgr botwt('n you and ~lr. 't ... ad"'·a y. Bu~ ILbink ~-ou bo~h ough~ 
to agn"f' that St-nator HarriJOn madf" tht' u nt ll}qt"AUon qmtt. !lOme. 
timt 11!0 (or a joint. ution brt.• N"l1 1-loutt' and ~oak! t:OmmtUft'S, 
bwt no hdrnhip hu U1W'rlt"d iwtr C'itbn in ~n~ or m th! ~~M­
vtin brat:K"h 10 t-any out. a Jlrogt"'m of toordmauog lhf'St atta~u.es. 

h Sft"m! to mf' that it it unutual t.o ralR tb.rH and a half btlhon 
dollars and not follo"4 10mf' of lht suggt"t-tions you mad~ ~~ ~~~t. 
f'fOftOmv. ~o• , I do not •ant. to do tht t4'Wtifying, but 1t. tS P"'hnu· 
n.•rv to.•hat I am about to inftui.rt'. 

lit l916. the total FNit'ral Oud~et. w aJ St.004,000.000 .. . Lut yea.~, 
it ,.-as about nint" &1HI a h~tlr to mnt~ ll.tld lh~M:Iu&rtt'r b1lhon, was IL 
not, ~lr. ~retary? ls ru)t. thaL the approximate figure in the c:urrenL 
Buclg<t? 

Sttn:LBry Morgenth~tu. I do not "iHI~ to gutl'M. 
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Mr. B• ••· Am you wking about thia y- or IMt .reart 
Mr. Du1~cr. The le&r. fiseal year. 
Sfcn'L .. ry MoRGE~'THAU. M•r 1 int.arrupt. befo"' you 1M r 

(or ju~~ot. a monu•n~t ~" Urlher, 
Mr. DrAltlr.Y'. ' •OS. 
.S•"Cn<l•l'): MoHOt;~"THAU. I hope you will ooc. mind m d.,. . 

•ilh 10u wrtb n·frren~ LO what~ you Wd abouc. no 1 · e~l 1111
' '"!11l 

ccun~ from the exreuu,·e braneh. I am au~ &.hat Oo~on ha,·rog 
du• finn to objKt if any memMr or &.he executive bl'l.neb. 'A"'utd ~ 
bow you abou.ld conduci your (IOmmiU('Ir8. IUCI:Nl.frd 

Mr. DliN&Y. But you dHI•~HL lu-.,eu thac. it. would bt 
plan, and • • .,.....J. • &oOd 

Sfcft't&l')' ~IOKOV!o"TH.\U. All We tu rlo is &o 1\lgfllt bu 
i.J U(» ~-C~ng:m~~. You would no&. wan& t.he e.'t« utive braO:b tht '"

1 

thr rn•t~tu·e thert. · lO tate 
Mr. D1UNT. I do nol lljC1'<f!. You, .. the fJOCal lead 

N•tion, are in A position of readenh.ip. Oongreee foUows er or the 
tiv~ hnuu:h, M I ha,•e obf;ervcd i!l t.hr la8c. 10 ye&l'8. the exeeu. 

:o;l'rn•t.-ry MoKO~~STIIAU. llnvmg nuul~ the suggoetion M l 1 
l'OIIllll il t.i"t"'l O( Cong:r~ migb(l Mnduot th(!IJl!Je)V('C it iii 1 0 Q JlCt-.· Lhe 
Dl1uJU'f'lllll t.o do tht•n what it -.•is.ll('&. • f1' .Y UJ) to 

Mr. D1u~v. 1'h•• Auggt'tti.on hu not. bM.>.n act(>() u 1 
OUJt!tL LO I)C' ~rati~NJiip to ~~"'Y it OU'-. Tbet. d jusf~ I IH the~ 
not.on about at. Y P'f'ntOn .. 

\ '<tu MV oow that .~e eurrmt. bu~l. lut J t.&l' wu bftwtoM ni 
•n•l a hlff and tM bill110t1 dollars. Thai it a preuy ~ · · Oft 

UU6, Jll'~~l 2t \ ' tar$ •· nlf' filntf> 

\lr. Ut.LL. Tb•! bud~t>l, ~tr. Di.sMy, ,. • ., $8.998,000,000 in 19.f0 
~lr I>IJ'~tY. \\ rrt- ditf'f not authoriu tiona that would run · · 

nf'flrly U )) tu $10.000,000,000! · IL mort" 
. ~lr . n ,flt.&. . Tlu•r(l WPre many authoriz.ations which probabl W' It 
mrr~~~· H, but lht~ are tht' actual eub e..xpenditurcs. Y ou • 
~l r . lliJt~u. IL 1.5 u s.iublf' Bum, any how. Now Mr sPc , 

:Jo ~'()U hii \'C', lUI~' C'(UICr('lr Sllgg4'8t iOU8 lO Offer on t'hese. non rr;:ry, 
llt~18 l lult llll$!ht b!' USt"<l fti a basis for rOOucing the current bucJgN~tw 

• ~·l'l•tary ~IOicGt:NT·HAIJ. It IC('rnl lOme us.in round figu · · ' 
l'lON:11JII• w N et I ht• nond<' fc·nsc itrma to the .;_~ I..C'nt.go( $ 1 000 ooo~~t '' 

~lr. 011\NL\ . \\'hat arC' tht i t f'm l on tha~ if you ha,!e th~ni ' 

1 
N'C'nj1•)' ~loltGf'STHAt•. T~e pla« tha t I • ·ould look firs~ •-ould 

l
k' "'.

1
• w >rp•~ment of ~uhum I J)ptopria tion of $500 000 000 

or iiOI torl!k'1',·attOn. ' , 

(~ ~~·l~' •~••1 ·~-..;•" stiU ~nrolli~bo11 ovn 21 yt&n of~ in tbt> 
t•L•·•; .• 'n~it101~ ~Jt:n· 0~.~/·;;1 00!;"~ oftandi~ the fact ~I. _we. bavt 
Olht•rUt'l11"1t •hkh v.·e m' btylook ICt IOtO the Ann,>:, rndtcate. 
~l r. Jh~SH\ , Lcot us get~low t. I . r c 

n.u~·lc rt~ultl rumt• ofT tltrrt•? 0 0 l \4' lt t•m o the • C. C. lfo"
7 

S.'fr.•ttuy :\l mtGENT 1 IUIIIJIII!t. ' ' H.\U, fHn nol JU'f'J)lln"ll to gi\'e JOU 11;11 1•.!UICC 

~lr. D114NI!L \\'lltt t is t ht• lotnl c•oflit or the.· c c c 1 
• ..-n•111ry ~loHOE.S1"H.tt•. Nc•~~;rJy $:JOO 000 oo0 · · 
~~ '· IDJ••x.:,., ll'lo• • is cbo• locAl ""'' ol clo~ N 'y A I 
· r. l.u .• 1'l1r totitl t'06t of tJ N y A · · · • 

unth•r ••.\ itl• to \'Out I" • ld It' • • .. . and tb~ C: C. C. 1temt. 
· ' • ou comr to $3 t0,000,000 tills fiM:al yrar. 

• 

liiC"Ki<Uc IU<Yt~toJ< or .e.t 

Mr o1.-u . Who< ia the lOW eoot of Fodera! aid to roadot 
Mr. B<L'- ThaL would run abouL 1180,000,000. 
Mr: o15sn. WhoL io U.o lOW coot ol ....,nd-el ... J>Oit-tcef 
Mr 8CLL I do not. know. 
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M; 01iSN~Y. lt. lt about.l80,000j000, ie it. not.T 
\lr' 8£U ... I do 1\0t. know. 
~lr. o

1
sx£Y. J1, ia bet.w~n ~event.y:eigbt. and t ight.y miUion doUan. 

~ury M OROIUf'fHAC. A.a. I N.f, 1f the matter were very eartfuUy 
,;amlntd, ,."t' bclicv.e it. i;w poeeible LO l'f!duce c..he LOW byll ,000,000,000. 

\lr 0JA..'iEY. Otule right. What. a.hout. the m .ooo.ooo that. tt U!M 
,.; ~blidiJ iD the de~nt.a, u well u the it em of tbt franking 

·~f Could noL \haL be aa•<d, or a good abaro ol it! 
pn -~ ~loKO&J<TIIAI7. I would oay oome of it. 

Mr. Ots,.••· In 1028, Congnoo .-1 $845,000 lor the !ranking 
prinl""" and the d•portm•nll Uiood $6,000,000. In 1940, the Co­
i....d $737,000 and tho doparun .. to used $39,000,000. 

s.crecary MoaocNTIIAO. I think a8 of th(lOO itom• oujCht to h• 
rM!xamint~ in tht~li.ght., of lhe fact. lbat. in the first 10 months of tl1is 
fiscd yrar "'e spcl\1> tt ht1 l0 over $4,000,000,000 for nationA-l •ll'fons.e 
"" again~~ $1,200,000,000 in . the sa.me pe.riod durinif 1940. The 
rouutry is d(' fc•Jl.A&-Inindod. We are ~ing along. Th~ <'on.greM hfts 
t"Ottd monf"y for de:f('J\It' i us\. u repidJy u it h1a l>~.•c-n u kNI for. 
8ul ··t h•\'f' not ~•rnmod aJl or those (>.Xpt'l\ditur8 duu han• 
bf.da ~rt of grafted on LO the Oovemment d u:nng tht l&&t 10 \"CoAti. 

Wt JO 01'.1 jlllt thr samt . · 
I dono< know any bNetr u omple than th•C. C . C. and cho1\. Y. ,\. 

Wr rontinut> to takt i~ boy. over 21 ye&I'S of &gf'. jull u tbm¢1 we 
dwl oot bat"t a place u\ tt~e Army to take the youth and ,;vr thtm 

lni~ ~tr. Drss tY. Do you have a eehtdule there, Mr. $roc.>t1"ta" - rou 
rtft-m.'d to 10mc sheeL in front. of you-do vou have a tchNtul(. of 
lhl'SC sugg!$Liont1 • 

St-crd a.rv MoRa&N'I'IIAV. No. This sheet in front of mi• it just 

••hiLt Mr. liell t~el\d from • row moments ago. 
~lr. DISN&Y. For my own par~not. speaking for anyouc . •·1se-l 

.,..ould be most. d~lightod to e.e tlte 6.sea.L h~d of thfl Oo\'••mmtn~ 
lumillh the Ceng,.,.. hi• ideaa thro~J4b • oebedulo or • lin or ,,, ... ,. 
•·hfno he thinks we ou,ght to ooooomt.U. 1 .-ould l'flj)I!"Ct that juda­
mmt. Ht ts in more or a poaition to take a bird'.-eye ,•rt"'•of th<' • 'holt 
subjH:t than an individual Mt mber of Congt'(!IM. Wt mrmbrorl of t he 
Ways and ~Jeans Commil\A:!Ie raise the money for the Olbtr dtpa.rt~ 
mmt~ to a.pen~. \Ve do not have a chance to ~xamint thfM mc.I 
allain so eloaoly. II wo had tbaL 1ype ol lUllS'"'"'" Othfdul•d, we 
would ha'·e somethi~ to work on. 

Of rou~, we might _.. lbe buek to t he Appropriatlont Comnuttl"t". 
~ut there _,. no.thing on earth to keep tbis committ(!oe from including 
' " 11 LAx btU. a hst. of repeals of approp·riations. We Plight hit'''' 8011W 

trouble gettmg • rulo on lhnt but. it cn.n be. dona iC we want to do it . 

I
I Ul(r oo with you thn burdC'.;lla on us.. 1 also think we ouj(hl lo hR\'e 

1 H)~ suggestions from the fl8C8.l bead or tbe Ooverument. 
1 helie\'e thAt is all. 
~L~. I~INO&Lt... Mr. Chainn.a.n, 1 just want to m.a.ke an obM•I'\'atiou 

•bt tlus ~un~. Since the St. LA.wre.noe project. h.u been injt"Cted irH.o 
1 t> ltstunony, here, and the rteervation hal been mldt of funhn 
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("!{plonnr: t.he matt« a\ • ~at« datf:, I, lOO, 1'8UVo \he right. to 
the maUt•r at. the propf:r ume. Probt 

,JuJt. one odH~:r obsen*at.ion, Mr. Chaimlw. ~{r o·an refercor~rr lwre to the eomrniLt..cc being improperly poa't.ed 
1
, :J' fi made 

iuwU h•ndlc•rP«l thereby. I l hink tl1o COmmilt.oo on W mding Mtant~-and l1aveo said this repeatcdly-ouglt\. to be be.LU! aya '"d 
on what tx~Rditltl'8 are being mado. 1 think at. aorne t' r P.Oitfrd 
fuluft I tball brin,g up a propOeal under whieh lhe eomm.i~t!em the 
if it C":booiH, obtatn the. proper intorma\ion ln ordH' to kte nu1: 
up 10. d•••"" upondi<"""' tba\""' being made. We c1o nof I'OII .. 
note 1n~ •" a.od ~where we tbould one. in a while. put our 

That • all. Mr. Chairman. 
Mr. Jt:KKIMI. I should likt. Mr. Seu'tlary, if you would r 

firwl JIO«" of your oorn .,....,...,., lo 1he lira\ ;b er lO lbt 
ttalrment. you M! that we. ~ about. to do an u:;::::d of {.i' 
wh•n •·• .,1< Lht prople of Lbii oounlt1 l<l P"Y a tu of S3 !"'lOO ' llJ 

I agrtC" with you thi.Lwe Rrfl doing an unr)reo.«i~nt.f!d thi~500,~.000. 
in your JltUf'm!•nl , you say thAt. the 8it.uation oonfronti g~ Furd~ ~·hho\lt •••r1~llt'l . ln whllL resprcL it tho aituntion wi~ou~ '~1~>j1 '1 
iUI fir 8.1 Wt 8NI c:oneenled, when W (' Ar'O llt. l)l'IUJC With the WOrd?" eJ 

Sec:rtlttry ~·to~oE.r>THAU. l read the pn\Wrl every moroin.~ r 1 . 1 
tht!:rn at noon. l rt!ad tbPm at night. 1i.sten to the radi. rl•l.i. 
\im1• a d1y. And from ~ varioUI nr;ws IOlU''tte 1 amo *j~·eral 
ioJormed that both in Asia a.r~d in Eu~pe they an at.; ... and ,h.~·~ 
,...~ unfortun.at~y Ncb day t5 spreadang. 1'hc ~tuation that. 1 
to IS tl:w- ~btltt.Y that tbt war ma1. ap~ to thd rontintnL rl'frr 

Mr. Jcs.-;n~:s. But ..-e mull reoogm~ tba~ fact. ho•·e.ve lh ·bil 
\bt" ~·oritl ·~ ac. '«ar w t art not. at war and w t a~ not ruiowbi'r; lh t •amn~bl'li~Vt>rtnU nrrmucb (J"f'e material · if 01"t'6lBrita' · · e •··~ 5upr•litt llu~ it paymg for them, &nd oUr induatries .:.: ::et~~ tunn~~t thtm: Now we ba,·e not, up t.o thit timt oontrib nu ao­
tnuch to mamh•tumre of the w-ar rumi.s.hing war m~t.erials f utcd V{!ry 
thC'Y, hnv~ I:H!"n Cu,rnished i1lllg;llly, and t.h~y ought. not. t.o h:~e"J: furt~l~ht'41 , 11t h•~tst H· ought. not.to ~avt~ t.ot!L u11 80 mueb. n 
S.-tl'l t11ry Moawt:N'l'HAU. May J tuh•rrul)lyot.a? 
~tr .• I.:~KIS~. Yt'l 
~rttarv MOROtl.~H.-\0. To the bH~ or m k ·100 I 

bthtvr • •t ha,•t gino one dollAr iUtopli.Y or imp~ped: t gc do nol 
Mr. J&MIUSll.. Thf'teisa qutttion or grave di:t t.e v ~ny country. 

10 •btlhf'nu• ban or not pu m country., 
clu~:~7f!~~•oL"'THA~- If you do not mind my l&ying ~. il is a 

u.:~~~~.!!~bu:•t:~·~:tlu:'t!.ion o~. fac~; i~1 !'a que&tion of deeftv· 
~'C'rrtary MoiiGKNTKA • ma. mg 

11 
,' ua-nno 01,inH:mT • 0 ( ullt"rJ))l'lllg). \\ tll, you •rill lea. mt havt 

) tr oiP.SKIS&. YN· you llt(' '·t . I . I . S!•ft't•ttlr)' ~lo .. ot•:TII u (' ttl 8 ';11 Y ental c\11 to 1t, and 1 am-­~~ J • ,, . A 111ll'rl~llig) y._.. 
., r . • P.SKIN8, .\nd I arn t•ntitled to ntinC' , 
~"''t't 'ltlry ~lo•u.n::rnu;\0, Yt.'tl · 
Mr. ,f t:SKI"'I llul lw · h t"lkin- •I !Om tiik"ftl ma r(' L" w · til WI' ara fsced wlth, and you are 

Lh!O •orld ••• namt•, bu~t= f~o:·•Y·w L r(I(.'OtfJliXe at. t~e mO!JleDL tba\. 
a4 yt1 • t h•,·t- not p ,·Kitd 

1 
as e ar~ conet:med tn lhrs oountry ro t 'fie mau-na.lt to tb~ roreign oouotrite, 
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.,d ,..w you ,.,,~ io l.o open~ more moooy lor national dtl...,., "'" 

1 
undet~UWd we. are o~'- epeodmg alJ t..be mooey for our own nat~oal 

dttrn~t, but. iuduatry .. nwu.ara.ctun~g tb~ alufl and ltiHnt it acrot~ lb«~ tea; but. ~ec.Uy, whc!l we conaad~ tt ~toally, wby do you •Y 
lha'- lbe situauon eon.fronUI'It us today 18 wtthout. p~tralltlt 

Seeret•J')' MOJ!OIN"''HA U· r tri~ t.o explain, and ltbank 1'11)' figures 
&11! eorreet

1 

and tl not. ~ir. Bell will check on me, that. lid• CongrHI, 
wbttbet ~u voted ror 1t. or not., bas put. a staggering burden on t.bi$ 
eoua.tryol somethin.glike.$32,000,000,000 for natclonal deJtaae, ror the 
Armf&nd the NaYf of Lbia !"'"n~. and $7,~,000.000 lor l•nd·l-. 
Now ill m11anCuaj!e and m m1 ml«l>ro<•ttoo, $32,000.000 000 baa 
;., ~I b<lien JOU voL<d lor ''· I ma1 b< wro,..:....OOL if 
13f,OOO 000,000 lor oauonal dtfenae io not wiLbouL parall•l then 1 do 
,.. ~" the E~ith lan«Uap--$32,000,000,000 d a lot' of mone1 
..,,._ Tb ' b • . ' I Mr. Jt:~XJSIJ. .u. a1 t e po1nt.; 1L IS a ol or money for everybody 
&nd I st.iU mt.intaia;' that. when ~e ~e at. peace ~hat. you unnot. ,,.y 
•idt the same WlCt.ton thet.. lho Alt.u&taon oonfrontmg u1 today iJ with· 
ou1 pAraUe.J when you lilY the amount. is without.. J)tfloCNient. 

Secn~Wll)' Moao.:NTIIA u. Congrossman, do you not. con•idcr $32,000,-
000,000 on tb~ boob, and placed there by CongreM, UllJ)Irt.llclt'(L? 

Mr. JL~KINI5- Yeei l consider moet of the money that hu been 
spenL in the lut. 8 yearw u unpa....tleled and unnect.'t!Nry, 10 ru u 1 
&m concerned, and 1 did noc. vote for it; moet. of t.ht money tba~ baa 
bed spent. and wasted in the lua. several yean 1 did not volt ror. 

Seattar:v ~loao•sTHAU. Let.. me ~t. this df'&r: What 1 have ln 
mind m mY inquiry ia the $32,ooo,ooo.ooo ror ne1ional dtttnlf'. ,.·ruch 
I ...,.;der uop&ralldf<l. ~lr. JL,..&ISL 1 ~ ,.,;th you, Mr. Seuetaty, and 1 am in (Jvorof 
national drftniM", and I voted for national defeoM, buc. I atilt NY L),aL 
you CILnnot.eite the tltualiOI\ in Europe as PJ'O''ing your atat.tml!l\1. th.at 
1t. is unparalleled tmd wa.mnt.a the expenaiture for \he Navy and for 
tbfl Anny as un)Uttalleltd amount.; and 1 &J..'f~ with you, but that. 
~2.000!oqo,ooo dot• not.. re.pr~nl. the entire ul)i!ncliturt ror tlH~ 
Na.,'y; It 18 noc. repreecnLcd e.ntlrcly by C.'fp~ndhurce ror tht' Anuy, 
because we do not. l'I\V6 t.ha t.ftnks; we do not. bavt; t.be airr,la1uo1 lht\l 
Itt': being m&nufllet.urNI because they arc going BCtolll t uo aea and 
thty b!-''e bt!eo paid for, and they a.re noll a par~ of t.hi.t national 
txptondtlure ror our own defen~t-. · 

Sttfttlr,f MoaOitX'rH_AU. Well, ltot me uy to gd lhia tlre~bttntd ~L I am rf'fttrin& tD l.he $32,000,000,000 for our own Army and 
N•"Y· 1 do not.~ wbtre wt can have any *'f(ummtabout 132,000,· 
::•000 lor lho Anny and the Navy lor national dol•-: and $7,000,· 

h 
.000 lor lend·,., ... , or a ww of $39,000,000,000. In my opinion 

t al wm w uupa..ral)elf'd. 
M;r. JE!!KHi&. Here lt whu 1 wan~ to bring out; I ftar \haL in con· 

lw..:-hon wtth th~ war tit.uat.ion, tho wa.r phyecholog)' and tht world hcin~ aflame, t.hnt. i& boin" used l:\.4ltbe basis for our otl~~r cx1wnditurcs 
wlS:: you 'Aft.'[ thAt. lhc flit.untion coMrouting u11 is without 1u~rallel. 

reta.ry I\ 'I OKOKK1'11AU. No; I am tAlking ;~rLer thr dr~cl is don•~ 
~i Cong....,. bM volrd the 32 biWon and the 7 billion, or !!9 billion 

a.rs. and I have got. Lllc job or raising the money. end the aulit(trilt.ton t~11 make to the committt"e ie that. two-thirds of the money which is 
gomg t.o be spent in 11M2 be railed from re_veuue and ont--l.bird from 
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bom>wing, and thAI is wbat I am h.,. lo~ loday, Uld lhAI it wh 1 11id II my figu,... .,.. com>OI u lo tho Nllmal<!o, lbal ~ D«d 1 
and 'on.,.half billion doUarw t.ddit.ion&J t.uee. lhr~ 

M,r. J•••••,"· Thai is tho difficu,lty, and •• ~·• bod a lot of dlt­
cu-1on about~~. You ~Y you ~re 1n ravor of~ for thia natio tJ 
d•lrniO progT•m ••·o-th•id• of 11 ~ wo CO alone bl t.axationt " • 

So<r.tory Mooaz><THAU- That "."hAl I am uki.ng. 
Mr. JuKuc:t. Bu1. at the wne ume during poMOetime, in the lut 

10 yoan.. durillJ ~mol do not think tb•,.. hu boon a limo du · 
tbil tontirt ~ o_f ~ lul. tO 1Mrl. wlvo we have~ ..,;;rwh;' 
...,. '"""'hinla bolon<ing tho Budpt.. ..,.., bow do you OXJ>o<t • 
10 do eo dllrin« W1Utime wh•n the _...r;"- ON 10 much • 
~,..,. Moacc.'"B.A.v. WeH, I h.a•e tried to attgg!llt bow'::'_ .. , 

do it. 
Mr. JcN&IHO. But tho'""' ia, I think 10u ba .. """" lollowi lho 

ltitfi'Citmain, bave :ou not, or taking t~ m.one1. out or the ~kett 
nf t lu~ peopla of this country and apend1ng at w1lb the idta that b 
sonu• mcoans you would incrPue the. inoomo of the people and thf'r~ 
rortl I:H' nblc to tak11 mcu·c~ money back from tJ·•t'm? 

SN-r11tary Motto&NTH,\U. No. I think ~bat. you are unf1ir wiLh 
nw •·h~n you MY thal, •:nd I do not. believe tJ1at mott. or tht'i pooplt' 
'4fi'N" •ith v~u. If you lut,·a some ~u.er wuggeetJon lO mak~ on how 
lO finall('lfltlt• JK'OI$rl'8m and ho•· to ra• the money I would lik~ vtry 
murh to havr it. . I &m £601!d with a aiLuation, if mY 6gul'f'8 aM right 
that I haYr &o raa!ll" about 56 .• 000:000.000 by borrowing, a.nd if we~ 
not uw-,..,..,.. Wte I ba\'t to ~moe and one-.haU or LtO billion dollan.. 
U you han a lwuer tillggtstion to fin.an~ our Ooverrnnt.nL uptnd-. 
tum, I woukl lib \'f'ry mu<"h to have i&. 

Mr • .,~.SKI~ I bt.ve . beun ~·~don. I h<Mitate., or COUI'IIf!, to 
P"f'8f'O\. 11 to . .-ou, a gmt financ:1aJ tJC;ptfl. but one which is pc.ible 
to tryfantl ia. 18 a \'try ~mple little formula, and a formula which we 
llhoult hut• 1H•cn loUowsng for yearw, nnd lhll\. i.., instead of trying co 
"I.M'Il•l mon· uton.tv llnrl t hf'n ge~ mor6 money bAck from t he taxpaytr 
Hl lolln.,.,: " !?nnu1n of economy;,"'! t ry to uv~ tAxt!e by economiting 
•Ul•l (l('fl 1f "'1 could not sivf' a b1lhon dollnna a ycnr at. least. inatetul 
of f$01 11JC l.o work and J?lac:ing .• bMvy cax on our poopie. with the Npoo­
tal•on lh•c \\' 11 ""' gomg to lllC"f'ra.tr the volume of buainC88 and flow 
or nKHWy and tbt'n m~ tuN and t,"et. it, buk apin simply adopt. 
• PI'Ofrram of t"'C''raomy and in that. way u.ve eome of tbe n~it.• of 
f'OIIf'f'IU"« t&xf'S. " 

1 
7•.,. Moao&.''TH:UJ. I am afraid I do not. under'$tand ro•· 

ha ,. ma<lr ~~ •ugg.suon bfn" that we lry to economize. to the attn\. 
of • bllhon dollars. If • ·e nn do that, it. will htlp my borrowinc 
~n IO that txttot. 

h' nJ1 *"''"' to l~ke the ani tude that. this wh. ole program is aontething 
~ I •: "j"•• dt"!'tgned and Cl'l'ltt d , bu~ I am faced wi'h a situ.ation 
,
1!1 

'""' '"'' •• t'Hher to niae money by t.t.xc. or bonds· afld I have t.o 
1111

,
4

' '•' h., rnou'-'~· I want to rai~ h. in tho way tha&.' will be 1' un AI 
jlfl lli I'M fiJI rww .. ,bleo 1:. l I I I ' k . 
•• 

1 
• • 1 1

1 
1 

":""'d· 
1

' u . ( o noi. liun you ha•o made a auggt!ehOn 
:\ 1 " 1 "•• If 1,\r on, IJl the mam, 

I 
• 1 r. J KNKitos. Tlu1t IS why l have NiJM i•- because I oot•ld not 

u"ffr ilO ' 'rry •·fill tbt ..., 
11, .. othtor t iKI of tht an~t'n you gave to quoet.ions of membtn at 

:'\ 1 
eomnut..., • 

. • 0 " ' ft me uk you another qut~~tioa: In the third b o( 
~ OOr firct lliiJrf, JOU Slate: u \Vt are bic and rich a.nd lt~p 
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Sect<'"ry MoaouT"•"· Y-. 
1 Jo••••· Are wo rieb, wbea wo owo S60,000,GOC!.OOO, wbon our 

). r. o1 debt it 150,000,000,000 ODd W&.,.. I!OUIC m dobl al lho rato 
.. , .... 000 000 o dayt 
ofl-40, t * MoaOIMTilAU. 1 think 10. 
t:r'J:T~t;N&. Very well. Here it juat one otJ1er queatlon I would 

Ilk~ ,;, osk you: How . do YO<\ propooe "' ••• lhe biUion doUa .. ! 

1 
could 001 boar your explanallOo very well. 
StcftiO'Y MoROCNTHAV. I am oorry. 
~lr. JrsoJ'L So am 1. . . . . . 
S,....,.,y ~loaao!<Tnv. Well, tL,. wonh dome optn . 
Mr Jol<ll<O. YN-So<;.,.,., Moao&I<Y11AU. I point.od oul. that I lho~Chl a biUion 

dollari mij<bt be oaved !rom J.bo C. C. C. and tho N. Y. A. and public: 
worb and the other oond•lenao it<IDB. The point I made about tho 
C C C and 'be N. Y. A. W \hat in view of the la.rge enroUmenL ln tbt. 
A.~Y ;.,hcther lhera w~o& a till the neeetJ~i\y of enro1Hn1 boys over 21 
~., .. ~lagein ~~·N.Y. A. and lheC. <?·C. . , 
· And then I arud J thought. cerl.ftm thm~ an pubhe works could be 

1poned . And I poin""' oul. llll it.cm of $500,000 000,, lor •oil 
:uervatKm in the DepArtUH!.Ilt. or Agn.eullurc. And i believe t.bnl 
if tJlOSI' it~ms were atudk'C.I lhat it i!t possible from lht'80 and otbe.r 
('C.'()I\Qtlli('8 to aavtc 1 billion doll.,.. in 1942. 

Mr. Juun. \l'hol would you lhink of this, of putting iniO effect 
1 progr&Ul o( cutting 2$ percent off Of tht- ~dituMI: tou1d Wf' C-Ut 

ts ~t off ol tilt txptnditu..rm of everys.bing neept th4" Army and 
Jbo natiooakl•lm .. p""'"'m t 

Secma.a::r. MoaO£:-tTBA u. No; 1 do DOt.- think th8\. woukl ~ tbt 
moss. intelligmt. thing \0 do. 1 think e&t.h dtpe.nment and each 
•ppropriation ahould be lludiod. h maybe you could cui 50 _., 
(rom some departtne.nu and could onl'{ cut & or 10 pt.rctn~ lor aomf' 
otbt:rs. I thtnk an automa.lio cut o 25 peretnt might be unwiee. 

Mr. J&NIUN8. I undanLOod you t.o suggeflt. th~t. w~ At. ll'"'' \\hi!1'0 
"'e might aAvo aoma money, Dut you do not thtnk 11. could be done 
lhaL way! . 

Secretary Mo•o••TuAo. I lhiok if th• Cong"""' of 11•• !Jmled 
Statts, in view Of tl1.e huge IUIDI oC money thai. we are lpt_.'lldtng lor 
nollonal deleoao1 would rooxamino all nondelelliO itema oul of the 
Iota! there ,.·oulo be a -'bilit)' of ""ving a billion dolla.n. 

Mr. Ja::sc.~a. 1 ecree wilh th.i.s statement in your rtm.arb: "lt 
would be foU_y LO .. ume that. we c:an continue 10 spend now .. •e 
did m. oorma1 timN." . 

I inte~Jnt that to moan you agreo that in normaltim<O we _.bly 
8pf'nl mort 1.han WI .a.ouJd have lptDt. 

I i.bink tho< ia all. 
The C»AiaM••· Mr. Soc:re~ary, I am ••<1 much encou~ by the 

note or eeonomy 1ou havo eounded here tlus morning. b.-onl'! that. 
I ba\"e been harpmg on if that. is the proper word, t.o lhe eo:xtent.. ~lit 
110metimes I fM.r t10r:na People have felt 1 was a fanatic Ol) tlla subJooS.. 

Now you, rep~nting one or tbe Depertmenta of lhe Oovtrnment 
have brought. the- nood for aconomy to tho ett4'.ntion of the Conf(I'CM. 
Serert~ M oao&NTHAU. Yaa. 
The Ca.u:a.»AM. Do you know to what. extent. th~ other dt-pa.rl­-15 of the GonmmenL bavo broughL 1o the au .. uon of lho Coj'~ 

gMs the impona.noe and, 1 might. say, the nec81il1 for more n....-
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and ~Iff f<QoM>my. To your koowl~. bu 11,..... booft _...... or boo any «<on. boon mad• 10 bring lhat ...._. 10 an1 
o11<11tion or tho AppoopnoUM>RO Commot~T As m.m....:t ol :.­
rommiltf'f' u i• our ~u1y 1.0 nile ~ney. but. the approprielions 

11 

rn•tl•~ b\• tbt• AJipropn&uons Comm.Jt.tee.. I know w~ ll'e •II illl.fftt;~~ 
in findfnJ[ OUI • ,hf'lhtr thl" bead~ O( the: othe.r dtpartmrntt Of I~ 
Uo\'rrmllNII tMhte thf"y muu ('JOOperale m tbco..-r ('{Jort.a to Mlno • l't 
~tnd LluH • •\ muJ-~ J:t't 11long ••ith less money in order to not JlUt l'niMr 
tMtlfl on 1hr b1wk1 of 1he J:wople in this oounlry. lllOrtt 

I( w•• C'II I!IIOI in lltl" pn'lt'nt .-rnergcney cut. down on nondl'fcniW' 
Jwnditun'lt, ir we t•Aunot during the em.crge•ney rid ouml\'ct or tl t'.X· 
Wt' will 111'\'r,r lw ~blf• 10 j:CC'L rid or tho~. Th~t bas betn poinLN'I ~~·; 
• u•l t'tnl1h".@H'.NI 111 y~~·r IIL••lemrnl tJus mommg. Btlt. do you know 
wluoLlwr or not clu-rC' 11 a ooncf'r~t!'tl effort among Lhl' dtJ>ftrlmt•IHI 10 
h,rill!f to th.- fttt('ntion. o~ the Congrf!SS, and tsptc~.ially to the atitn· 
lion of tht Appropnauona Cof!tmlttee. the nccet~ity of J(rtatcr 
HUIIOrnJ' aud whilrt' t hi'W ~onom~tos can be etreet«l? 

Sw-rttary ~lmtOII!.s'THAU. Mr. Chairman. to expKt. any df'partmtnt 
ol lhf' 00\'t'n1Mf'nl. otbtr than the BurHU or tbf! Budgt~ or thf' 
TrtMUI')" to make- a movt along lha\. line is exl)f'C::Li"i too mutb But 
I om 11111' YOII will find th• Bu,..u of the Budg•• and tht T.....,ry 
anoou• anCI wiJJ1njt to fOOpt'rau 'titb the CongreM .. 

Tbt C"''"-".'!"· A• to thf. quP-Stion of the. unpl"f'Ctdtnttd and un. 
,,.ralltltd t'Oft(htKMllhat tOOJrontt tbe.QOUntry· in a 1~ M4"MUrt' 1ou 
at'f' C'ha'lCf(l •llh thf' mponsi~)ilil!' of finan~g the nationaMtrftn., 
JU'(~ram •. Thf" C'on):"ri'M hu 1m posed tb•t. respon:sabilny \lpon you 
and A!"«'!' 11 hal' donr to. and has t:reated obl~etion1 and madf" eP: 
Jlr'(•l•n•tt?n for lhf' dc·fl"n~ p~, :rou \\'Ould CX!rt.ainly br jus:ti6rd 
m tl!lf;unlm~ lh~l . t.h~ obhga.llons and appropriations mutt. be mrt. 

Thf' r l,flj:M)rllllluhty 11 on the Congress; and iJ the condition i• not. 
t·.~Lr.tonlu!ttr.)' llllfl uututmllrlt'<l tlten tbe CongrCIJ8 oorlainly hu t11k1•n 
• wron~ .. ·wv.· tuut fl v~ry rrro!lC'OUa view of it... But. it. ie tllC~ vic·w which 
Cou!CI-.w;' hfU! ,tAkt'!' m mA~mg appropriations runniug w billions of 
tlol!lllnl. 111 " ~II nil liOn tlu.r 18 lln l 1rd¥ unprccod~olt'<l . 
~ .. ·tt·IIITY M OitOV.I"TfiAU. Mr. CblilrnlllD 1 do not. know o r tt.nylhinJt 

lhat wm,alcfht'I J~ thf' 1'rNt.iury Jt'lore, in the 'eampalgn slorting on Mt~y 
l ••ltt:u •t.•• J.."Oitll( lo thl• f'OHntrv and inviting lhe people to invt'!t. in 
Allli'I'W4L 1t1 tht• d_l'rf'niW savings bonds, thai\ for the CongrH~ ilte'lt to 
~·k•• • ~tron~t I)O!!Ittlon on rcxmomizing in non~ntilll and nondt'ftnte 
ttrm.• ; 11 •ould ht'lp u~ a great dral-iJ CGn~ wouJd do that.. and 
"'''••nly •ould frO a &ong way toward assuri~ the tuctfll of lht 
f'aiiiJ)IUf[U and alll'aC'IinJe tbt citizens o r the Unat.ed Sta \.8 to invNL 
111 lhfotr ~··n OoVHnmM\t. 

Ttw ( H\IIUf\'l In your judgment would DOl. tbt LaX~Yf'ft or thfo 
rountr:r •'"l"uml' th~ hun:ltn of increased taxation much mort tom· 
pll'll! arMI wdhAfd;r if thty could have eome Langible and roncrttt 
f"'~~ th.1i Jf"Ntf'r flt'Onomies -..·fft. going to be put into efrf'(tf 
~ "' i"" · IOIUll!',.·" '"· I am s~ your s.tatemt.nl. i• con-«t. 
lilt• '::: ,.,. •hmlc thai •! tht Con~, 1hrough this oommillet", ub 
or 3~ h/II M'll~0;i~1 1•rt:.~ m~JiMc> in t.a.u'8, on e'·e~body, to th~ rxttnL 
Jt~•iu, 

10 
)I\\' tho"..._· '' ~u ca.ste muc.h sweder tf the J)('C)JJIC who t..M 

t•ut ~ut n~ni-no~ 
1
11L'f'f rNllt7.4) that. you are mAking evrry t iTort 10 

Tl Ul ' · "'C'uAuuu s, Mr. Crowt.h('r 
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)I C••'""" · Mr. ~tory, on page 2 ol your su~m .. t-i~ 
r. I do oo>l hove tb• poo[>"r dftl""' ol "'mpm..n.ioo-bvt you 

~{ br bout 10 2 billion doUuo b<ing uprnd«< lor th• fi!lealy .. r lt42. 
tp.""-h~ you ;.y \hat not mutl1 more than ,.12 billions ..-ill~ sptnt 
But . (f:fltilt pu_rpo8tl in 1942 n 10 the total upl!nditure lEti tht 12 
~.d• tak•• loom ohe 19 biUion, "oul<l be wbot it root 10 run th• 
bi .o~ioo of the Govt•mmentf • • 
0~not•I'Y ~loKG~NTit~ u. T!•At as nght. 

~lr. cuo.,"TuBR. l tluuk dus sutem(lnt on P"~ -1 of your remarks 

it n•r) 1 ru••: 
W ha\'C tt""' ainOO eurloW!l)' IJ~\Ie In our couoe)>donA ()! ••haL to 11perld on thOM 

tbS•~ 110~ dirtctiY cc.mnceted with rlefen*'" 
\nd ln fllCl your "hole cliJCUJ)Aion o r tht\t. rnuter I tltink is \'('r\' 

~per and \'f';y wi•ll WOI'(it~ . Uul ju&t. flt tho close or that parugmpll 
VOU ba .. ·~ a pa.ragtal)h tha~ &_.c~Ult to take the ('dge off of it.. In th l.' 
(looing p~rngr•pb on tbat potn~ you oay: 
s-~ 1 doo't ....,..t an1ooe t.o mW.unden\and Me. I want &o make it ptrfeetlr 

,.;., ~ n muM coa\lnuc to provide fQf' thole In want, tboae wbo face old.._ 
.;dloa.\ _...., o1 tht'lt o.n. or •bo .,. otbcorw\ole to utJt:n\ need ot tdid. 

h Slftl)S to mt thal. pan.grapb in lb~rt' WNktll§ the w-hol~ poQ.t.ion 

00 
this~ that. thC'rc must bt aerifi«e, and while it is a laud­

ab&t obJttUve for the Ooverqmean to take eN!' of ~ :-bo race 
old agt .id.ou\. me&~l• of &.hear own or • ·ho an o\.heA 'lM m UI"K"l 
IWfCI of f't'lid, that. !H'JDI to run counter to tl1e .P~'·iolli ttatf!lntol.. 

Sttrtury Mo.t~ESniAU. Or .. Crowthn •. I. tlunk the t•'O things~ 
rompatiblt:. I tbmk 'n c.an ~t.Ull cut.. 1 bdhon doll&nl and 1a.kt eare 
0

( tbr peoplr "·ho &rc in uff'd, 1nd I would be tbt last one in tbC' 
•·orld to recommend that. u long at tJ1ert art J>fOple in neffi we. 
l!hould stop takinp; care of t.hflm jut" l() bave a biJ!: der .. .n.se p~. 

Mr. Cnov.'TU EK. That. i• very trut~, a.nd l think tbe statement. ill 
broad (>nough that. it. can be considered by tJ10se who lli"C doin~ th•~ 
'f~ry thing, tJu'" there a.ro mnny thinj:(8 that migh" be done a~·•y 
won h. 

But, i t. iA a J>4!' .. r.~tly good eti\W.ment, and 1 agree witb that. 
Seerelar~ ~l oatOEN'I'IIAU. J want. to makl! it J)1ain du-. t tbe sug~t• 

ti(ln mad~ 13 thnt. ir Congrt)l!ll ahould doo.ide t.o make &Orne f'COnonuet, 
tbtre are ~SlutliH tb&t. could be made. and I feel that. we could taka 
.:are of those who arc iu net.-d, and that we: can do that and still make 
the ('((lnomies a.long the Hnt'l tbat. I have pointed out.. 

~lr. CRO'\\'THIIM. I think you are righ\. As I ha .. ~t indieatrd, l 
think that is a laudable objrctlve. 

Xo ... in t~ next paragraph you make this at.atement: 
'flltft 11M beft ~ ~' that. mum blahtr ta.ftll!' are ~· bu\ 

._ P'<*P IM.f Uf'l'l' \bat MW ...,... be lmpc*ld on t.bGt but DOt oo bUll...,.._ 

Xo•. I cannot conct'h·e of a ny group that would reoommf'nd that. 
II.U'S bt laMI on labor but not. on b~nf88. \\Oat group is that! l 
l:ltVt't ru.,·e hrard of any aut:b group bt-fort. 

Srct'ttary Moao&.~TIIAU. \Vt-11, we N'ad in the> Treasury such st.a~ 
mtftl&--1 do not. ba\'4'1 thr I!ICCOUDUI hrN' but there ha\l'e ~n tomf'i 
lpt"f<'brs mad~ f('(lC'ntly along that line; j cannot. g:iv~ th,..lD om.and. 
~1 r. CkOl\'TU&R (contimaing with the llt&tement): 

.._.~ko another group may araue tha~ ~he ric'.h and proeperou:ll ean aJJord to 
"""'r t be 11'bole load. 
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W..U. 1luo adminiolnllioD, in llao ~ YNB, bu b..t billo .......,lod 
~ thaL ..... or Ill• ,,. 10 ....... ftclt... I .,._. .... ihillo ~ ;. ...r......s 10 ....... , ~••I 

S«:re&.&JY MoRO&:JtTRAU. No. 
Mr. Cao...,Hu. I ogrH wilh r'"' dooing ''-'-'"'t: "Botb kind& 

or ad•ift ohould .... disreprdrd.' 
r\o""' hi\'C you any kle<a t hat this rether Lfrrifio burdm of t,.a.ut'o 

-hirh ol toU~ will apply lO the fC&r 1&41-lhat. is, we will ba\'! ~ 
1)6\' tln~ '''""on the l6tb of March 1942. 

~t'fn•L~try MoKOK~TUAU. That is rigbt.. 
Mr. CttOWTitt:K. The ll\'C•rsgc Congrc~~~man who hu " SLA iriOOIHl~ tax will htWC' to loy awAy nearly 3 mont.Jll ol bit ealary t.Om lfr 

• ·tu•n• to 00 •bl11 to J)ll.Y the tues on tho l&th of Mareh •nd whir 
tbi'i Pw~i1.l rnt. "!id. in A ~r('86 QOnference ~he. other day, rtiarding th: 
t'Xp!'lllt' or rurfllt.lllhK thmgs to Great Bntam, lha~ We are goinl( o;t 
e,..._'IC! the tilly old doll11 tagn", yet. on the 16th of Maft.h, whtn i~ 
1M!rom8 04-'('t'till.ry for us to P"Y our tu:N, rou &r~ 00\ going to 1w 
willln~t to take anything huL Wh; you wil not ti'1Ut6 the tdlr old 
dol~lar &~fCI'I , but "'" .. ~ill havt" lb lay the money on the Une. 

S«""tary MoaoL,'"TH..U!. Y ee. 
Mr. C•onHca. Do you a.ntit:ipAte, in view oJ thil w burdrn 

1hat d Join¥ to M_laid o~ the peopl~ th~t. then is going to 1wo..; 
tntf'f'ff'n"fH"f' Of llowtng up m 1be. bond buymg· where the j)f'Oplr ha'ff' 
laKI oul in front ol &hHD an iocom~tax b;;den whicll tht7 have to 
mrotl nnt ~lartoh , is that going to interfere to any d~ with ,.., 
purThaM of bondt th,- aalf' of Wbit"h you C!OmmM~ on the lA day of 
~toy! 
~rtllry MoMOKNTHAU. I do not think that. the tax procrarn i• 

gomf[ 1.() tdO"-' down that program. You will rememlx>r t.J1at thf! othH 
dMy ycm l[t'tlllrmf•n wrre kind enough to oome down to my offiC!r­
And you Wf'n' onf' of thl"m-and witb your •Pl'rovaJ I madt ll•e tn· 
Mlmt·t•l.llt'IH 1hftl lh<' mutt. of the m~ting wu that. boLb partiN, on 
th~· h•~"'',or what wtt tho~1ght. wu best. for c.he country, would uk for 
tt 3)Hnlhonoo~.IOIIItr tu lull. A& a result of th.is llUliO\I Il C:(' nl l'll~ the 
boutl mllrkrt. ro11• the nr.xt. day about a half point 

I thiuk that. ia lhf'l beat tul&Wt'!r. • 
I chink I hit whOif thing-with regard to the ownt~.ra of the mon('y­

nH."flflll that tl~«"Y w1ll bl" satisfied to invtst. in thi:a country •• tons •• 
wco ran k•·tp u. on a aound fisea.l basis:. And to reiterate I btheve 
t!lr w•y to do that. jj to raiae jun as much re~enue •• we C.n at thit 
hmr •• and at thf Mmt timt be lust. u earetuJ oo&. to UJ?t'nd •n.Y monty 
that If not abtoluttly ~tia. And if • re- can con•mce the owntrt 
~a\'b. .,..,., thatthat. io the poliey of this OonmmenL I think th•J 

&lad Lo loin 1htir money &o us a\. & ntiMOI\a.bll ....w. 
Mr. C•o...,.ca. Of. courw, you eptU: of h.udabipe., t.od there..,.. 
~upt t"'fm«l.td wnh 1.&1: raising, but. it eee:ma to me lht' hl.rdlhip 
u,!r' doobltd du. to tb• lacl lbu we have dd.oJrd lhio moun 

;:::. ,Y 1oo kH~ . .1•.-..t"' me .. long ago 01 ~aot 1&11, ..-hae 
tlw ~~ " 11 tllU rn lf'AtOn, although all opportunitiee to balanot 
hnt .,....~·!. ~~~ ttO~f' o'!t the Mndow. it. &een\1 to me lha\. we mUcfH 

• ~~ loolung mt.o 1t to aYoid many of the. complicadona, ana I 
~rtH flflarly ~ or, 8 months ago t.ha,t. we 30 oo • 50-60 buia. 
:n~" your &Ui;kf'i,Uon 11 that it be a 66-33 basis.. But. it. tef:l1l.l lO 

lhM t1u- ldd•tional htu'dsbip res-ult.a, in considering theee t•xt,. 
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will ha.,. lhil>J- aod ..,. ~ !D hue 10 1'61 oa llao 15th 

.... '"-.._ 1d baYO bem ~ if .. . b..t pro.;drd ...,.,_,.1 
o! M'7~t wu ady-ble 10 •aiL UDLil oAer llao - ....,... .; 
~ ... u.! l;th or Much 10 ........ wbaL llao -.. .. of litO ...... BuL 
01 ... a loL ol prt'liminar)' worlllhaL llboold ha\•o bem <kiM aDd 
11Mj1k •• ba•• lolL .,.Juablo tlmo wbleh will l"eeuiL in doubling the l,.'..wu 

00 
!he people on wbom lho ,.~ .. will loU. . . 

l no! would like t.o uk you wba~ 1t IDe t.ou.l mcome, nattOnal 
· me for next ye.ar! • • , 'ur;tr BsL.L. 1 unde:rtt.and that. 1t It now nuuung at a rate or about. 
sso.o0o.OOO.~· 6ut. you unders:tend the Treasury does noll est.lmate 
,he nationnlLOOOJUO;. . 

.Mr. CROW1'U &R. I hill. 11 all. 
The CttAIRWAN. Mr. Robert.ton. 
Mr RoaU&'I"80H. Mr. Secretary, ftl you know, this committee lt 
~ with the dut-y of making provielon for rAising the additiona1 
~~billion do11An· thaL it lho obj .. Lov .. L lhialime. And I wu pleaoo<l 

10 
bear you oay OtaL lloaL action had had .• ulutary. tl'.ecL _on boncla, 

aod oa1unolly I think thaL woodd be oonAOdered an ondo<attoo or tho 
illttntion of \his committee to \11 to keep the fina.nces of the Oovtm· 
lldl\ on a tound be.lie. Now you have sa.id that. the .. tuation that. we aft confronted with 
io .nt~t ,.nllel aod ia tile JlroaleaL ebaU..oge 10 110 in lhe bisiOI"J ol 
obo Re~M>hlie. and .nth LhOL I luUy - - It it not tbertfo"' a dool­
~ 10 11510. putlho ddenoo or our libony firot. 

$euel&t)" ~IOROIUfTHA.U. YM. 
Mr. Ros&R1"&0N. And dOM il.. noi involve • u.crifice on the pan of 

tnl')·one? 
Seeret.ery M OROSJfTHAU. Yeti 1 agree with you. 
Mr. Ro&£1l1'80N. l'!oL only in the p&~meln or .lAX .. bu• in lhe ~ro­
~ .,•hieb you uy involvoato 81Mnt1a1ly the mere.ased produeuon 
or those impltme.nte of wu withoul. which our liberty could nol. be 
made secure? 

Secretary Monor.NTHA U. Ye~. ~h. Roo~;ttTSON. H tl1o now tnx bill of 3~ billion dollars i!, as you 
say, only 4 percent or our rapidly rising nat iopal in,come, may wo 
eu.ume rou(Ch.ly ~bal. your eeumat..e of tlle n~L,onal mcornt. for dle 
6s<Aiy<arol 1942 ia 587,600000000! Sec::retAry Moao~NTUAU. Mr. 'BeU &tat.ea that the national income 
DOW is &1. lbe rate 0£ IU'OU_nd $8(),(1()()~00(),000. 

Mr. Roo.£tm!ON. WeU, the 3)' billion would be a lillie more then 
-t ptn:t:n\, so 1 was takin3 the 4 P!-rc:enl u the figum you gavt. 

Sttrttary MoRO.a~THAU. l a&td u about." ~lr. RoaE-RT80K. The Cen:aua Bure&u, from which •e. receive ~ 
.., .... ,., t.U. 111 lba~ lhe o.u bill ol lhe Nation, lor State, couolo8, 
ud local laxing uni,. for !he S....l yev 1941 is 20 pt....,, of tho 
prodUftd national income of tbat. yMr. ~o..-. if • ·e raiM Federal iooom& uxea to $12,700.000))00, u . haa 
been propoord , and the Stal<l and loo&l o.axeo so.ay aL •ubsWJ~Uy 
lhf some {igurt~, wh&L percentage would lba•o.u biD be of the oauonal 
oncxnne of SSO.OOO,OOO,OOOT 

Mr. BnL. lLwould be abou~ 25 percent on the buisoriourfigu..,.. 
~tr. RoatKTI!OM. T bat. • •ould be tho ootal t.t.x frotn a1 ageociM of 

the totmtry, and would leav6 out of the national income how mucbf 
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Mr. On1.. l ha•·e 110 r'l!'"""' on lhal. I wu uoi01 lbe ~,...,. 

gave. .rou 

• Mr. llo••ln'IIO"· W.tl1 l can. otaf:O t;hal baa boe,n oonfi,_ by ev 
indepondenl og<n<y, and I lh1nk •~ 11 oubeunlially <WreeL· end·~ 
-~ o/180,000.000.000 .-ould IMve w lhe .,..,...,.. of ~ "­
bo•· m""hT 

Mr. [ht.L. On a $80,000,000,000 national i:MOme h would ~~'"' 
•bouL ~11,000,000,000. 

~lr. lton..:KTSON. S61,000.00Q,OOO for tbeir own use. 
Now. what wu t.he produoed m~ome or the Natk>n juat. 10 1.,_,..

1
go 

NY for ohe fiotal yoar 1932T • 
)lr. lloct.. $40,000,000.000 prndu<*l in ..Jend.ar year 1932. 
Mr. Ro•.:-•'1'30"· Aboul 140,000,000,000. In o&.her worda. no~ 

witl•ttllndinsc the I act t..llat we are rac:ed wilh a tax blll Aid byeome to 

be •taggerins aJ\d ftl'tounding, ~tnd other adjeat.iY611 Adverbt IUUI 
upltdvs, ne,·uthelNI we 6nd that after that tu bill it paid w~ wiU 
hove $21 ,000,000,000 more in lhe poek~~ of lhe wcpayeralhan ll~ty 
bad 10 , .. ,. ogo. lo 1ha1 truef 
~ret&ry MoaoiSTHAV. I want LO thank you lor bringingou\.tba&. 

poLnt. 
Mr. llout:tt'!'1;0N. I wish to s.ny furth~r Mr. Soo.rai.Ary tha~ 1 llm 

fully in a.etOrd with tht' AUggefltion thllt. tbe nondeJe:o~e 'it'.ema a.hould 
be pruMd lO the bon~, •J?d-that. in connecti~n with inertued ....._ 
.. e lhould try to J>riCUM aDC:I'H.Ifd ecooomy m oo;~ntia.J upmcli· 
lUI'ft. 

BuL I •ant to d•·tll ju1t 1 moment. on the au~tion that through 
one ...-onomy alone ltM'no might. bo a suving of $600,000,000 for 110il 
oont~ernliO JI . 

I btlitwe you art a fanner u well aa 1 fieeal upe.n .. and Seeh'ury of 
tM ....... UI)'. 

Sfttftary MoaoE~"THAU. 1 have \hat honor. 
M.r. ~OftiiJtrBON. And you ue famllia.r with, and I am euretympa· 

theuc •·•th u,,. problem that c:onfronta agrieulture and hu lor the put 
10 ~•oro? 

&trrtary Moaor:~THA U. Yes. 
~lr. Roi!II!.IIT'50S. And of OOU'I"M, you know that. tb~ are onl1 

lh ..... ramo prndue~~-ault, w-ool, and lambs-lbat .... up w pariiJ. 
S«not&r)' MoaO£ST1tAU. We:IJ, I will take your word lor h .• 
Mr. RonllT80s. I think that. is aubtt&ntially OOrTf!Cl. 
Nn••, do you know or a single atrika l!linee tha I st. of Janullry to 

MaJTh liiAt. bu bt"ftn IClllod on an,y other buia than an ine:~!(l 
wagf'! s.,.,.,.., lloROENVHA c. W.U, I am uo.ble to anow« lhat· I do 
not know. ' 

Mr. Ro••omo•. Would you mind making a rolq!h gu,..? 
Stf:rt'tary MoaoEN'rUAtl. I do not know thl'll faet.e· 1 would 1u» 

wBnt 10 make a gtlt'M. ' • 

~- ltoHa::RT'IS()s. It it not. a fact thai! il we oontinue to raise wagtt~ 
prod...::'" .,... bound w he r<ft .. ~ in lha -t of wha~ tha~ labor 

~rei& I)' ~IOOOCMTHAo. W ouid you mind rep.-ting your quoolionT 
' · Ron:ITSON. If we continue lO rai~e w~ whieb on January 

!:~!94l , w~re ~hove. a~y lU'evious tA.tel in the biatory ol thia country or 
,.. ·n ~hcrnnauon: "'•ll•t. not n~rily follow t-hat. tboen wage inei'MilttJ 
' ,.,..,~ on the 0011 of the prndueu manufaeturedT 

--- ..... - .. • .. u ry Mo•o&JITIIAU. 'oe _ ......... • ,_.. 
~~ Ro••~-"· Take, for inot&noo, lhe P....,l domands of 1110 

. • r •.•• ......,at indll&ll1. I am wid thai the "114!1 teat.. alooe will 
"\'!""'pproxima~J $200,00010CM?• )'e&r w II"' eooat of the production 
- a _.. !he ,..;. in a- will add from a dollar w t.2 a wn LO tho 
ol doa< .uJ and if the pri<lo of -r a- up 4S eonu a 1.011 lhol• wiU 
:I of addiiioow $1.26 w $1.60 for 8dl wn of slA!el, heMuoe it u"-
3 to:' or eo~1 lO make • ton of coke, with wbic:b to make 1 ton or 

~;,.. do ~ou not think i.n tWa unifiod program of natioJtalaac.riflee 
• ·~ aa ·amportant. for u.a lO be ;;iv~ co~eratiofl to what, with 
~ ~pprova1 of the Oovem~nt_oo!'cili&U?n and Oovemtnfft\ MMia. 
· Board ohall ho dotennoned on ... ,......, !he .._ .. ...0 ao lht 
!~tion ~ to ecol)o~iJ.in.g and e.l~ina&iog the, $.6001000,000 a year 
lroroagric"lture, which .•• already, wath tha eK<W!pllon ol three produc:tt1 

below •·hal we call panty? . 
Socr<UIJ' Mooo""'TRAD. May I 1nt.orrup~you? 

Mr. Rono'I'IIO~. Yea. h' k 1 
_, -'- ld _.,_. 

Secretary_ M oaox.•(THAU. 1 do not t 1n 8IUU ... aoou uuntnat.t 

11101600 000 000 J lim DIY ougga~ tho~ i~ he studied. 
Mr. Rouc~TsON. Wel(, it~ady it with whAL_ln mind! 
Sec.relftry MonOF.NTliAU. ru 8&fi whether n. ean 00 ~hac;ed. 
M.r. Roi J:M'I"'IS. 1 •m glad t.o have that. au~oeu~~' beeaolfl, 

!raokly 1 und.,..wod you w NJ' lbat we oould cut oil a hollion dollara, 
omd ~ you could nol p~ a billion doiJ.n from lhe $370,000,000 of 

C C. C. and N. Y. A.--
'Sec:ret~•ry MOROENTHAU. And Public Works. 
Mr. JlorumTBON. And l>ublie \Vork8- tUld ttfter •II, tJ:u•L hft.l 

110pped oo lor .. post om..,. are ooncvnod- 10 I though I that a half 
billicm Or it "'" to oome from cutting $600,000,000 from tbe 10il· 
eoo:!ifi'TI.tion program. 
s..~ury Mo•o•sTHA U. 1/'ll!t &UK~!"~ lhat a at;udy he made of 

thn partic.ular item; lhat, a tu all, under lbe .,..e:ultunl adJUI&.­
menL P"''"'""i these figu,.... for lhe 10 months, g<>inK beck 10 1937, 
indicate u fol_ owR: 

TboLfor lhe fin~ 10 monthaof 1937 wo o~n~$424 ,000.000. 
And ~.000,000 in 11140, and $878,000,000 in 11141 . . 
An tnminalioo of the ficurM do nol. teem &O Ww muc:b co~uon 

btLwtfll Federal e.;cpendi\uN!e for aid to agrieuhure end farm mcome, 
ududing b~nefi&. paymcnta. 1 .. ·ou1d like to pOinL that ouL 

~lr. Rou&RTSC)N'. Now, OJ\ the. inquiry or the gent.lfiiHIU .rrom Ne.w 
York, Dr. Crowther/ 00 your 8UJrgMtion t.bat you areno~m favor or 
~ ••'a.1 with cimu rtlitf or pention, or a.ny other IOC~;&-l re~orma, 
do you neall what we o-l for reliof and .-•or,: oomb!ned m .lh• 
fiocal y,.r of 1833, which wu lhe firol y<J&r of thoa adminlllratiOil, 

and the dtpr-.ion which ox:leted all tba• time? . 
S..rolary MoROENTIIAU. Mr. Bell will give you lll(>Oe figu,..., 
Mr. DnL. We spent in lhe fiocal y .. r 1933, Mr. JtoliertiOn, lor 

""""ploym•M rfli•l $3~,000,000. 
M:· Ronlt'niON. i tho<¢~ il wu around $300,000,000 and 10u 

polot 01 136611!00,000. 
Mr. BI-Ll... tee. 
Mr. RoaiUI.ftow. Wh~n it. was estimated that. we had 10me &.en to 

Lw~ve_ miiHon unemployed. 
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1 r~l'ntly u w thr ftgurC'!6 ~c.. by the nli~dle of t.ble eoming surnmet 
w~ would n:aeh luliJJI'O{Iuc:~on on our nat1onal~lefcnae Pt'Oftrlm, &nd 
that •• ,. •·ould ntoed 1.n adcliuonlll 3,000,000 workera.. or wbom one bd 

0 boll millioo should IH\ tkillt'd worketW, and lha~ .,..., tho ....... ltd 
okillr<l .-.,.t..., including thooe who , ... dnmk, wo coolcl onl.r 1"1 

130 000 I( ow, ifn ntod 3.000,000 add•lioo.l worftonaod • • do not 
ha\'~ thrm . .'h••rP will be" shottageoflabor it we; ~h wbat. we 1hould 
rN1c:h, A billion ~tnrlll lu•tr dollars P~'! rr-ontb e:xpend1t.ure, and youlaavt~ 

t'ilim•t•<tl "''«' eaunoUpl•nd over a. h•lhoo dollars a month uow, hut \'Ou 
say if • ·r ahould lum out proclucuon u ••e Ahould whf>n we rearh .Pfw.k 
prOOuttton in our pla.ua. that 'A't' thould be spendillg around a biUion 
•nd a haifa month. 

Sf.m•tary MORGINTHAU. Yet. 
~lr. Hout:R1'80N. \Vr Are going to ll&Vt a abort~(!. 
SN-n•lllry Motto~NTIIAU. Yoa; Wmporn.rily. of plant. capacity 
Mr. ltOHEKT80N. Yl't l ,beard on the~~ atatcmenL tbat' flllil 

Mumoy, oltbo C. I. 0, Mid th .. the Prooidento I'OCIOmmeodolion lor 
relwl • .. o billion dohant too small. That tho roli<l oituat;.., . ... 
critittll, and that ,..,. u""ntly netded a.nother bmton doUan; y~l m 
103:.\, -.hrn V.f had a IUiliooaJ inOOnl(! Of lboU~ $40,000,000,0oo, Wt 

5p('nl. S..'lor,.ooo,ooo; 1U1tl lllll year wr epcn.t bow much, M.r. 01'11 tor 
n"lif'(! • 

~tr. B&L.L.. Thai t•<nnperable. iWn lor J940t Mr. Robertaon, tt 
Sl.llSli,OOO.OOO. 

Mr Kotn:aTiSO.S'. In HMO. •·hen lhe national iMOme was appro.zi· 
mat.-ly SiG,0001000.000. 
~1 r. llKI.I •. ,es. 
Mr. ltout:•nws. Whflt. i.s tho Dudgct.'l rooonunandatioo ror tbfl 

fi,;r.atl yellr 194.2! 
Mr. lh...t.L The up.tndit.ul'8 under the 1942 program in the ~m .. 

rMndoloon ollho Dudgol, which oompareo to &ho 11,089,000,000, is 
$1 ,•1li.OOO.OOO. 

Mr. RoMr.lt1'80S". Ttuu it more than a billion dollara g,•e_r the expen .. 
ditu"'' for the fiS<'"I yN1ror 1933 tor relic.( purposes. 

Mr. lha.a.. •rtutt is rittht. 
~lr. HoiiUTSOs. And ah.tr impo&ing Sl2,700,000,000 on the taX· 

Jltiff'N ror 1he fiscal ye&r 1942, we will etill borrow app.roDmatfly 
6~ billion dolla.,., ..-ill ... not1 

St~·r1•11ty )£OROENTHAU. Y (.'6, 

:\1r, Hou.:wr&oN . . Which i:a nearly doublo the now tax. Thab 
hormwfl!l mon'-'.'' wtJI ho fiJM'nl, I usumc, for ma~cria.ls aod l(•tvit't'f' 
tb~t J."tl IIIlO lbC' pockN& o[ the peoplr . la that. OOJT«tof 

s.-.rl"f'Ury ~£OII.GESTHAU. Yf'S. 

Mr. K<!HIItT80~ .. \nd it is borro-.·f'd. or cou:rse. ap.inlt tax~ lO br 
rolll'ttf'Cit'.' thtt futu.ff'. not at. pn.'illoent. So the amount. or new mon.-y 
tlual \lit• ~·•ll "fl''Ud m thi~ fiscal yCAr, even witb lhe tax bill, will I~ 
IU'rlrly t\\'14'4' the l lllOUIH o( tho ltlXC-1 oolloot.od? 
~rr. :i,'I.MV.~!'c Tht~ urw t.ax('8 ooll~lOO you meanf 
~fr. Hetn:.•TSOs. I mfan tht n~· t.axts.' 
~lr. St'LI.I\'.\S . YN: tbal is ~L 
~lr, Roou~x. So while this tax bill ma1 look Ytry ttftP to 

mJtny, •nd undouht4'tlly A8 eomparecl with the nonnal situation it 
:.~r iHt't'l• .ll-8 ft matH·ror fAct., much or this n•tionnl income we M I:H'fl. 

•l rt'luh rnun tht> dc•fl'n!M' spending will make the pt"''ple morn •hie 

llo• ..., biD ol J!21700}JOO,OOO. tMa ~"1 ,_ able ~ p&y o 
'":':ru ol rour and on......,l billion in 1933. II lha1 oo,...,,, 

, 1oJ b &arY Moaoc•mn. Yoo; bu\ we only rolloc:~ abou\ 

So<rtooo 000 in ...... in tt33. 
fl~·0,.:.u. Approxi_ma&.oly 16,000,000 ,.,.,.,. lor lha yoar! 

M; Sct,.U'tJoH. TbaC.. ~t. 
~!r· p11~n. HoW' many paid o.u .. r . 
~!r· Sot<.IV.N. 01 &hc,>oo i.ha~ 6lod p110r ~ Mtroh 22, there .,.,. 
• 1 Ooo tAxpayers. fihn(C: on l.neomo t.&X rorm 1040; and 4,883,000 

2,14 ' ' firng on lorm l~o-A. 
IO)tYfho••~· Approximal<ll.r &)! miUion lax rotumo! 

M; S\l&.~.IYA2f. Aboul. 7 ,000,000. 
~I · p,. .... \Vbat pi'OJ>(>Rion ol th- paid only nonnall&loo! 
~1~: Su&.L.IYAI'(. 1 do nor. ha·n .tbat. fi«un. 
Mr D•eN•'· C&nyoueooure. 'itf 
Mr. So&.LIYA.if.. Ni ..U~ n61. in timi lor theee. burir~,gw, 
;,,: DaN&r. Mr. s;;;.;....,., auppooo wo can '!""!'m~lioh who~ >:OU 

~here today, a.nd Tbope- wecu, the elunmauonora billion 
doiJart (or noodflto.:l6 ittma, Wb&t. ad:f'ice do JOU haYt lo US M l.o 

till raisin~ 3K billion dolla ror In oth•r words, suppooe a p~ 
'an be workt~ out. in connoclion with thit blU to eliminate a b11lion 
douan~. tio you think it. wou.ld $till be tho par" or wisdom to ralse lhfl 

aM billion dollorof 
·~WJ' MoaOr:NTBA O. Yoo; bocaUM a t 1-• I would bo sure ol 

lho 3~ bilflon doUan. 
Mr. Dti~EY. 1 ~. w'it.h.you that you canno~ tlirninak. a billion 

dollaro )!y any parlo1 d~Ufi'~IJll· 
Seere-ta.ry MoROENTUA U. Y08. 

~lr. P<onY. Or by puoing the book I rom one lA> ano\her; tha\ will 
~~h. . 
~"''>' MoaoD....,AO. Oi.e mo the three and a hall billion and 

1 will hope lor tbe other. 
Mr. OI&N&Y. I wan\. to roit.,...le. what .I lrit'd .t~ toy awbilo. "'I" 

oonc('ming tl1e tu~Q$taon about ehmlnaung a bilhon dol1art; n . .a 
I!Oing lA> bo o liord JOb. 

The CHAJRJUl<. Mr. Cool"''· 
Mr. Coor~a. 01 0011-. rigM on i.ha\ point, it oimpl7 moano, Mr. 

s-m..,., instead ol ba'rintt lA> bonow abouL $6,300,000,000 fOU ,.ouJd 

v• b7w•th borrowing ~.300 000,000, ~ otan with. 
Secre.tuy MOROF..M'MU.O. That is right., and art~r natioo.al derenae 

i1 apeeded up and they aro apending ll1o money rutcr, why t-hen wo 
would hue tbe billion dolla.t~ u & eU&hion, 10 14 speak. 

Mr. CooP&L Mr. Seere&.&ry, l aseume thattheeost.i.malt'eyou have 
p•m 111 oro 1.-1 on tho b-. llludioo obat oould be made by the 

Tr.osury Oepartmen\, "'king into oonsid .... twn tho anlieipalt'd 
p~m of nat;onal dele.nee.. 

8et.reuu·y MOROENTHA U, A. we tee it. today. 
Mr. Coo•'IM.. AI you aee it today. 
S.U.!"r)' MoaoJ,l<TBAU. Yao. . 
~Jr. CoOrn. Now 1 woukllike tD inquire very brie:01 on one penn\. 

which wu mootioot'd oarti .. , Mr. Secret.vy. I should bave prtlenod 

to inquire abouL lt before, but. 1 felt. in de(ereooe to aome of lbe other 
gentlemen I should woh until they bad 6niohod. 
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I ...,u(d like jUOI· o.o mer o.o \b lint ola'-•t., - ;., )'Oar -
pottd ota...,..,, o.o lbooommiUH. 0..~"' the-.-.... with 111o ....,_ 
1"" n~.md ... o~~o..mc"'"- ~rom-t.he.,., 1111 oa llu'Oup 
lbo 

1
..,. lf40. Do you haYO tba• befon youf 

5o<n11at1 Mooou.,..••· y.._ 
~lr. Coor&l. Now what doeo that ohow t.he loiAI &IDOWI\ fO< 1837 

.. bel • 
Se<"'W1 Mo··~·TII~·· r have go~ it broken down In my fip,... 

from July Ito Apnl21, an...,..,..... · 
Mr. CoonR,, Yee. s,..,...,1ory Mo••••••••· And the' total figuJ'08 in 1937 for notional 

olef•nll'l olloWa $76.\000,000. 
l''or mlief and puDiiG worka, S2;67S;OOO,OOO. ' ·'" 
Total othtr oporatin_g upenditu~,_$2;167 ,000,000. 
lnltrttL on the pubha debL, S6621UUU,OOO. 
That mak .. a o.otal ol$6,235,000,000. 
Mr. Cooru. Thai ia • total fo~ 1937 of.l6,235,000,0001 
Sfnt.lUY Mo•oal'lntAV. That. 11 com.""'Ct. 
Mr. Coono. Now lor my purpooe, a.nd 1 waa bos>in« it had botn 

add<d up oo u to ohow the total of $6,236,000,000. And tbe IUOOunt 
m 1937 for national drf...e whi<h you- it S753,000.000f 

Soc .... ry MOIOISFIIAV. That ia righl.. 
Mr. CoOru. And , •hal. are the other upeo~N! 
Sft:rttary_ MoaollnH.AC. Well. it. woUld be the difft~ bt\w-em 

tht 576.'1.000.000 and thr o.otal of $6,236,000,000. 
Mr. Cooru. That would be $0,482,000,000, aa 1 roughly make it 

for ~ ~XJM"OIHI outa.ide of nation&! defenM. s..,....., Mo•o•NT•••· Tbu is rigbt. 
Mr. Coo'"•· Now take 1941; what i! t.be total for tltat yoarf 
Stcrrt•ry MOROt:N1'HAU. $9,671,000,000. 
Mr. CoorMM. Now what. wu the t.mount.lor national dcl'eote! 
~ret.Ary ~tOMOIX1'HAU. $4,188,000,000. 
Mr. Coo•·••· So that •II other would be wbatf 
Secret.ary Mottoa·KTHAU. $.5.,483,000,000. 
Mr. Coo"""· $6,~8<1,000,000? 
SKreluy MoHot:MTUAU. Yea. 
Mr. Ooo,u. In olhei words, just. on.e million over Lhe other 

amonn\1 
S«rtlAJ1 MoROCMntAU. That. is right. 
Mr. Cooreo. In oth..- .,.rda, all other e<pen..,. for 1941 w.,e j.,.. 

11.000;000 moM than the~ HJ>f'osetJ, other lhan nalional dt.fenee io 
1e37; • thal eomctf 

Stttt4ary MOROL'ftHAU. That. is, approzima\e1,1 \he~ a&mt. 
Mr. Coona. Appm.ximat•ly the oame! 
SocrtW1 ~loRO•...-•••· JML $1,000,000 more. 
Mr. Coorca • .IUJ& a million dollan more in 19-'1 than it. wu in 1937! 
~ .... .., ~IOROEl<TRAO. ThaL is righl.. 
Mr. Coona. So all this talk !bat we OODII.&Dtl.Y b- abo<lt lbe 

f'X"~nlt'l of lbt Oov~ment, other than national ~penae, incff"Uinc 
by l .. po and houn.U, 11 jun noL homo out by lbo figuT<!of 
, ~~.a.r;r MOROENTU.AU. It ahows from thot!K! figuh8 lhat. t.he tn• 

hn' 1~Ntf bctwten 1!J37 and 1041 i.s in n&tion~delentO. 
M~- Coort:M. ThA\ 11, lhM. t.be entire lnere.ue in t.be li'edCl'ra1 r:•· 

IX'IHh'u.rtt or I he }ol'tcleral Oove.rnmen\. be\ween 1937 and 1041 it in 
lht• ll"tiOnlil.ctrrrnJC' r.xpe_nditurcs? 

~ Mo....,..,.AO· TbM!-~ . . · 
)It ()ooPU. Now, ooe oilier liM ol ""1""7. if I _,. lake i• .. 

· t: Thoro are ~~ irl!po!Uil~ tl<mOJtta !loU lhould be ~ :;:d"or<d in 00.,-uon w1lb tiJ3 w ~- ODd t.ba~ is lhe boot. 
eoor of ~- ..,d t.ba r&loO t.baL • aj>pliod. ,_ ""' the ~ 

« till tl<om..,.., are IIIey ooU 
~torY \loao•"'"'•"· Yea • 

~lr. Coo•~•- And .in the •UG'!'lion !bat the 'l'r~ J:)epart.mont 
• "" .. making and will maU dur:rn« U.olbrl.h8' oonaoden.toona ollhia 
~ lbe ra\00 lb&t .,., beutg auaoaced or oon~platod ·.,;; 
r.~i.sod upon lho ...... that ... to 1M! appliod atlhio tuner • - r 
-s;reuu·y MoROtllrf'l'at•u· Y•· .' • ·· 

Mr. ()ooPiJi. In otber wordll, th' 1m proved bllllineoO ·condi\ioM, 

111 
that you can w.U ~fJord to .,.umo mueh lllJ'&"t beee' upon whiqb 

tho n11.M may be applied. • 
Secretary MoKOCNTUAU. Y •· . ~ • 
Mr. Coot&R. And that ~ been laken onto oolllidera\ion in tho 

,_,mendalions t.ba~ ue beu'll madaf 
St<roll'1 MoRO""'!"-'"· ThU 'Ia .right. . • 
Mr. Coor£R. I believ-e tha&. the toronna.uon, u lt. hu t)een ~·en 

10 the com.miUet:, is \bal. t.he national inrome is running at. the rate of 
about SSO.OOO,OOO,OOO now. Would it, in your opi.njon, be rtuOn•bly 
-'•., anticipate t.ba~ the totAl neL income micht ,..cb $90,000.000,-
~a~f . Seae&.ai'Y .MoaoacM'Iu.u. Mr. Hua lhinks \hat. we a:re-•f,. in 
..,;.;patillg that. 
~h. Coor&R. That. that would be a ule Ntimate! 
Seeret.at)• Mo"ROENTH.AU. That. il w·bat. h~ said. 
M•. Qoors~<. W.U, I have been following him for many, m•nr 

1..,.. and I am olill perfectly oontent. That would mean !bat ...., 
couJd probably cx~t. abou' a $90,000,000,000 national ineonte, 
.. bieb could be oonoidered u tho baae tha~ we might expect and 'on 
which we~ would fix tb& ra~ to yi~ld t.he amount of money whie:h you 
t.hink ••e rt~quire . , 
~retary "MoROEN''t"IIAU. Tbat. i.1 right.. 
Mr. Ro&ERT&ON. I would like to u.k one question in that.conneet.ion. 
'rh.e CH.\IRMAN. Mr. Roba.tteon. • 
~IJ'. RoBERT80M. Mf-Socr•I.&O]< , .IIIY•'oeollec~on;. !bat the!OOI!ua 

paymenta wore made in they- 1937. Am I ooiTilCt in lha~? • 
Mr. BEL'-· We paid abou~ $600,0001000 in that year. Tb~ larr;cwt. 

boniiS year wu for the fiaealy- I Q38. 
~lr. Roaa:ltTSOM. That. wu my recoUeetion, that. there., .. about 

S$00,000,000 boous in t.ha\. yMr. 
~lr. BELL. About 1500,000,000. 
llr. Roa&ll'1"80."'1. That. wu no\ a nonnal expense:. 
~IJ'. Bow.. Tho~ io risJot., bu~ I would like to point ou• that the 

$.100,000,000 honuo paymen~ in IG37 waa made during the Jaatmooth 
of tho year ODd oonaequMt.ly io no\ rollocced in the figu,.... of .,.pmdi­
uu.s for the first 10 montha o(lg37, referred 0.0 by the Socn\1'1· 

~lr. ~!clU:ouou. Mr. Socrew.r, I would liko to touch upon tbo 
obe;trva~1on that. "''&a et.rlier made by my distinguished frimd from 
Oluo. ~·11.h reference to your p~pared atat.ement., and upon the para.­
gralodph ~n y~ur st.at.emeut. indieat.mg that. the ait.ua(,ion confronling us 

ay lS w1thout. parallel. 
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ln di«UIIinc that wilh Mr • .1~ rat ncd'U1ioll ..... \0 i.ndi-

.,..., lh• nt..-e 011 .,... 2 or lbe .,.._,... ........... llle -.,.,..,.ph. wbieh HOdt: 
,..,. TrtMutY _.a..te &. t.bat at tbe Nzt ol tiM _... e.c.J .,.., • • 1~ be 

...,.-dUtrc 110 llliiW ~ a bUlioft ckN&art • moath oa .,..__ A.._. 2 '""' 
wiU lul'l"t ,..ed with 1-be wortd '?0 fi.rt, T1M (~ ol..,....,. &bMdt -.trot 
all the taetoriH ot contlntntal Europe:. Tbe danpr too out '*"" uc1 '"~'' 
11 ntoOUCIUill hour by bollr. 

1 mer~ly wa.n1. to eall attenl1oo LO that part.ieult.r par~ or your 
prt.JJ*.red tl&t.t.menl. a.a Curthtr l\lpport of ,our firM obe«vat.lon LbaL 
tht111i t.uaL.i.on it witJloul. parallel. 

Seer«'lA'Y M ottOIIM"tKAU· Thank yot.t. 
Mr. McKcouoH. You hav•ll!• duty ~d reepoDiibllity, ol cou,.., 

to ralte \be 04!«'181J'Y mODC7'1 Wllh th& &ld Of &hi Co~, to ffiM,(. 

wb~vor dt,l"!"" P!"«f~qr II -.lo~ ,. a .....Wt ol I U. •*• by 
tlio Ooogr.,.ln appl<>pttatini 11\'o.tu~i>Oy. 

S.U.I&tl' Moao&HTo•U· That 11 righL. 
Mr. M<Kco,uoo. And th.,. are two ap~ea: Eilhor by..._ 

lion or bylllo IOIU&DC<' of bonds, ~ugh borro'lt'UIIl. 
S.U.I&tl' Mooo.,., .. u. That,. rig&L. 
Mr. McK&Ouo• . The eo.- very reeftllly 1001< eclioa with 

..U.Iioa 10 lho tfuoinalion of LU exempt !rodent -.oriliea. 1 
undmWMI that oince tha t limo you ha .. ol!'erod 10 lbe public­
of \be new tuootnmpliKUI'itiea. I would like the record &o tbow il 
it il potliblt. if you ban &he information with you a&. the mo~&, 
what Wal tbt first ofl'tr, the total a.mounL or the ofl'tr, what l.he 7itld 
mltclat have bttn, and what &be yield ra*-e wu. 

Mr. IICLL. On D«tmber 18, 1940, the~wy offered &500,000,000 
or ~ye.r Trtuury notee. Tboee securitiel bore a C!OUI)OO or th~• 
fourths or I j:H!refll \-. 

Mr. McKaouou. Tboy w~re offered aL par? 
Mr. !loLL. Tb•~ were offered at por. 
On Jtnuary 31\ 194 1, he offe.rcd $600,000,000, of :J.ye.r, 7*mont.h 

no.t t•c, and they ""'"'to bore a coupoq ol th{ee·(OJI'Itllfl o( 1 p~~~~~. 
Mr. Mcl\couo11. Tlont WM al par &loOT 
Mr. OtJt.L.. Ye... 
Mr. McKEOUOII. Would you·lell mo tho total aubtcriplionl or 

tbOifl L'~~ta ofTerinp, ploue? 
~tr. Bt:LI.., To Lhe Oecembu 18 i.M.ue. we bad a total subec.ription 

~~ 1410711~,000; and lor tho January 31 iiaue wo bad &2,760,000,000 
m •ubltnpuont. 

Mr. McKcouoo. In olh.r words the finL aubacription wu aboul 
eittht linw ovf'rf 

~lr. lhtu._ Y ,., 
~lr. ~tcKr.ocGH. And tht other about four and a haU Um.tef 
Mr. Bn1.. y.., Tht,. ""' l'O'O other ia-. Mr. M~Koolljl;b, and 

I woll be gl"!llo givr tb.,.. 10 vou lor the ._..r. 
Mr. McKcouot1. 1 would like to h&1'e ~t inlorma1ton in tlto 

monl. 
(Tior dala ffll""""l loUow:) 
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Mr. McKEOUOit. Now1 ineidrnl.Ally, iL, lt rny r"ecc>llect-ion thn w" 

lroat' at a ma:rUnum of .,: I)CI'(ltnt the ytrld of LbOM nota lhllll &re 

u.x uemp~ . 
~tr. BeLL That is on the •'!•net bo:nck. 
Mr. McKEOu(ut. On ,th~ NYU~ bond1f , 
~lr. BKL-1.. The rat.e lunlt. on T'r!!uury bouds •• ec~ at 4)t t~roenL 

~fr. ~tcKsoaou •. Tha.t. was e;anitd over. 
~fr. lh:u .. 'Tbat w aull camed onr from the Liberty bond ~ 

f'fU&c:t~'tl during the IILit W8t. 

~tr. ~ltKEOUOH. ThAnk you. 1 W8D~ W makt-. OUt'! Odlf'r O~r. 

'"-lion, with tht: indu}genN._of the com~1t~, an~ that,...,..,,. to tat 

line or qut'St~nt ~r ~y friffld !rom yu'(lnl&, Wl~h. !'"l•rion ~ lht 
tijrrieull urKl slluAt•on, m oonneehon w1th the ~1b1ltty of M\•in~ 1 

billion doll.,.. . 
1 do not know but. , .. hat I am JUit. u ~ue:.b .oonf'~nH'<I about ~ring 

ror ljitriC'uhun- .. the g~tlrman. from \ lrguua, bul. l hoJH> that his 

obtw:r\•ll.t~n would not 00 unnot•eOO that relattos to the labor aitua. 

1tou. l 1hink hi' ~·itOO Lllr added C!Oifts i_ncident to 8teel PI"OIIucticm 

i.n nmn«tion • ·ith tbt incl"tftSt ~ucenun,g th~ tt'Ctnl. nt-gotiatM»1! 

bct•-~-n miner& and oprrators.. and thr inC"r'f'&StS on tbt part or thl' 

UJ)('nllOI"'l in thf' Jlt·~·l indu.1try. 
1 am SUN' that it is Lilt' aittit-udtl or the '('l'('t\8Ury DepnrUnf•nt and 

ol thf Adminis1ra1ion that Lhero i1 110 dispoe.ition on Ole part or an~·­

ont '<! impo&f' • Mtrifie'e o~· ~be part. <!1 agrie~lure i!l ra,·or ol labOr, 
and va~~ Vl"rsl, hut rat1wr at a! the llllltude or lDtt.nhon olthf" ~ 

ury. 118 iudicatNI in th<' 11n'l)llrc•d ttlll('IU(•Jlt. or the SocrC'L&ry, IJig~ 6, 

rMdir~ ... ~ roUo··· · 
w~ all • ...,. ..... lwd it.~ de.-ile anr ft~ prolha tu whicb. 100 lift'"• 

~nt lllfOieetiOrl -..r;ah111t ddtt~M finlfi~ln~~;, but l ho~ that the bill tQ be wriu..­

by tltiol WtlnniUH will be be1J•tul in furti1Cr rcduclnl( lhc C!\"11, 

I prnmmt 1h1t I do not in any wav refff"tt an OJ)ini()n tlta1 wouM 

b.- ('()nlr•" to th<' attitudt- of tbt" Treasury Dc!partmern~ that wbat­

"''"r 111arrifi"rs mu~t be In lido should be more equitably and tully dis­

tribuh'll to llli• rnlir(' J)()ln&llltion or lhc country. 1hnt. n.o group bt~ 

noquirffl to makr 1 largPr Mcrifie<' towArd tb.- common obj(>c:th·~· than 

any oth.-r ~roup, an~l that iL would follow, or couf'8t", thai l'OU wuukl 

not imJ-.)11(' unju8t JX'11BitiC'8 on butin~ in order to rtlieV.- l11bor or 

agrirultur•t• or imiKISl' unju!t burtll•ns on ony grouJ) in tlu- Urtht•d 
Statri in fa,•or o tJtr ballrHX". 
~h'. I .-ould hkt" to makt on~ lurtber N"rel'f"net': I do no1 8Uppo!ll' 

tht_t ~i'n\l('maan rrorn \"ir¢ni11 dtosim to indicate any n•Rt"Ction ou th~· 

sobn('ly or tlaOII(• wlao toil wh('n ht' rt•fprf('(l to som~ llilight. pC>I'('('nliagc 

or_ l~IO!!ol· •mo1~ •ork(ft who. O\"l•riudulgNI in tht.> aunount. of ··liAlilll"'l 

spnts ~~~,. m¢tu.bt-.~llummg, a~l J want to uy that if_ thf' ta:r on 

tl~~ da'Jttl~c'tl i l)lrtli1S lfiC~llk'tl, dSI~ pro~ , that vrry ltttlr moru·,­

walll)4• "''lllll:'lbl.• Mh~r tokaug C'Ml~ or the llt'('(18 or thr rumily. 

No• lnsl onf' culwr ohtt•n·ation 1~11d 1 oonC'Iud(•. 
).lr. IC~rTsox ltood . 

. ~lr .. \hl\!:ot·O~I. I thtl not t'XJM'Cl. that of tht• @:t'ntlrman. No~\'" 

mh•rfrrl"'l ""•th lll!l rntlwr l1u."t'tious inquisition . And 1 uust. l~t• "'·all 

1:.• IS b~tl-miwll"'l in hiJ attit..ud<' tO\II'Ard this progrrun ~ I 11111 l'OR~ 

fidf'!'l htt ~lilurnu •ould lik~ him to be. . 

:'\ow. ·. agn~ulturt and labor tonstitutts tbr t•~o human rlrmrnts m­

' oh·,.,.l 111 1h1~ t•rOJ)USitl, 1\Hll ""<' h1"'(' to remf!mbcr thnL wi.thouL tomHI 

UYIII<OII ...,18101< 01' lttl 31 

rob our wbole problem ia mod~ more diftieult, and 1 "'""' to 000• 

..0 tulaU you, ltir. Searet.ary, ~nd your ·~tr fo.r the eoundne. or rour 

~ to thia problem, which "8AlD II mdoeated by ..... 101\ 0 tho 

&:;r;;:;;D;d ollhe ~· Sec:ret.&ry ol the 'l'rtuur7. IUeh lhol oJ-. 
.,bo have wooltb ,.,u ~till ha-.;e •. very high n-pnl lor the _nd,_ of 

tbt t'lttcli~ of the Naoon, u 1nd1u~~ by tb6 ovuaubecription or the 

1
.-o ~ ol noo·t.u~--e;cernpl. stcunttcs. 
'l1lat il oll. Mr. · • 
Tt>t C•••""·~· u. o .. tbart.. . • 
Mr OmWIA.RT. Mr. Seere-t.ary, II\ 'ftew of lhe raet. lhllt v..-e 1-fe now 

p...,6<hing tho end or April, and considering tloo problem• tloal we 

:. .. bo(Ot"O us in tbe ~ of a bill, it ia oot anticipated l.bio law 

,.1il) be in C"ffC'Cl, or could be in tffect. for the beginning of the fiacaJ 

vtat 1042; is that. correct.! 
· Sren-tary MORO..,.THAU. Well, your gu<M would be bettor than 

"'fJ;. o ... auaT. W~ll. ••ill you .,...,. 1 am approximat<ll ..,.,.., 

in assuming the bUI "-,11 probobly be m effect. about tl1e beginning or 

abe fa;ct.l year! 
S«rttary M o•o&.sTilAu. Yes. 
\Jr Oc.,RBART, Thererore th~ f!UimAtH, ...-hi.ch han hem ruado 

in .t'(l [~rf'nce ~o wba1. lhe bill, along the.linet of the Treasury reoom­

mt.'l)(latiou wtll produce, a.rc ba84'(1 cnbrr>ly upon t l1c fiscal )'f'lt i'S o( 

Iii I and 1&42! 
Stot-rttary ~{OitOS.sTHAU. That it lbe rennues! 

~lr. C1r ... MUt AK'f, Yt!S" the ~timAL(I of 19,223.000,000. 

).1r. SuL-Ll "AN. Mr. 6Nt.rhart, Ulmming t he bill went into OJ>t•rtHion 

on tiM- finu or July th~n- would bf. t lull yNr's N~Ceipts lrom t•XdfN~ 

.00 lhf'n! would ht nothing rt'Cfivtd in tbt 68taJ Jear 1"'2 rrom 
inc:n'Wd cetaw UUe8 48 they would not be e:ffectivc until artt r tb..­

ptLI\Silgi• of t11e eel.., and they would then not bo paid for 16 month!f. 

RtP-rcJiog tht' tax liahilillca on income ~ved in tba ealrndar year 

IfNI ,.., have anticipated that we would eoiJtet about 60 ptftcnl of 

th~m in the first hair of 1042; lhnt ~'before tbe 6ntl.or J\II.Y JG-t2. 

J1hink we would probablr get a ~tal addilionaJ colltocllon or about. 

12,600,000,000 of tho 3)1 billion dollars in the fiscal y.,... 1942. Tho 

$3 ;oo,ooo,ooo i5 .. timated on tho buis of a lull year' a optration. 

~tr . 0r.ARBART. Now why do you a.lwayw e:celudc t he mon(1y eol­

ll't'tt"'i undt•r tlu.t Social Security Act pay rolls in mAking your &t~tto­

mmt? 
S«n:•an· MoaorsTKAU. \Ve ~xc.lude both ftft'ipta and ~'Cpendi­

turtt. We could add them both, hut. the prl'ctic~ iA to txdude both 

h'4.'1'iJUif and expendituroa. 
).Jr. Oc.uHART. But in the'/raetieal o~ration of th~Sotlal St'C-urity 

.\tt all or \ht eotlections fin their W'IY C"VeotuaUy into the IM~ral 

fund, do lltey not, and all ol the oblignlions thau arise under thf' Social 

~'C'urity Acl. arc lla\id out. or tho grnc:.ral lund or anoncv borrowt'<lj ia 

lbat not ~t! · 

~lr. Bt.LL. Tbu i$ right. Mr. o..roan, but bMr in mind lhu 

~ne-ntlluntl has mnny compRrlmentl; it hu the tntlt. lunds; it.haa tho 

fmhl! IIHH we k~p AS 1\ bunker (or many g L'OUJHI or ~Vl'rnmentA} 
tOrporation~ 10 do DOt eon ruse the generaf rund with Budget f0C('ip111 

and t..'fpt001LUI'8. 
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Mr. OCAofiAwr. ~ .. ; bu~ in tho hand~ of~ Securit)' or of 

tbo Iundt tba> oome on •• a roaulL of tho Social Soouri\}' Act filld their 
.,..1 evmtut.U.f into the ume. gtm6f'&l fund, aDd UJ Obliption1 tJiaina 
out ol !he Social Socurity Aet ••"'!lU&lly .,.. paid ou~ of tbo cmcnl 

lwod- . 
Mr Dna.. Tbe ac:t eo,.fl'lll-. 
~tr: OeAtUIAJt'!' (continuing) •• Th~L ia e.reat«< fitber by t.u8 or 

rrom borrowing. And therefore U? vtew of .the facti ~t t:1J money lha~ 
il oo.Uoel«< u a rNul> of tbe Sociol Seeunt.y Act, JUn like aoy oth« 
mon~)', tolni:og from any other source il tf?e~J't. from an~ other))~ 
•hy• it.t.ha&. the~~ e•en lhougb_ u. m&1 .~YI at ea out..,_.. 
,.,.,.1 in iw .-unto~ 111'...,, doN not indudo,. oa lloe lump IIUDI of 
reeoipw ADd .,.poadotur,.r 

Mr. ll£LL. We did that. when lboSoci!'~ Seeurit.y Actlirat wool into 
affect 1nd we receaved about tho aamo cratu~asm from the otber a:idft for 
handling iLin that manner AS you make. now. 

Mr. Oc.u.uT. I a.m notcritieDing 10u for baodl.ing it in that way 

but/·,...ut~wbyil iodone. ' 
~ r. 8at.L. ln 1939 whro Congr<ooamend.ed tbo Social Socurity Act 

it. set. up a new trmt fund for the old-~e bene6te, and directed thai. all 
tu:l!fl rolh~t~l under th6t. program go mto tho trust fund And no~ into 
what it called the gen<!'nt.l revenue~ or tl1& Oovernmcmt. Thai. it 01e 
oet or eolli!T .... 

Mr. u CAANART. Wdl, you uad•ratand I am l"'.ioing tbo 9u.WO. 
noL triliri&ing, buL t aupJKII'f as tooc uyou are gom, to find 1\ netoN­
tary to finanft!: dC"fici&AI iL bu got t.o bo done th&l .,.,. 

~fr. U11t.a.. You mlly nocAII tbaL wa were crit.iei%0( pre:,·iout~ly for 
using t.n111t funds for fin•ncing defieill. 

Mr. 0&ARHART. Y c.. 
Mr. DaLL. And thr...ro,.. Con- aulhoriaod tbo ooverinJ of !he 

.,... fund reeoipw dir""ll.r into """' lunds ,.,b•r tbao mto Lbo 
gtneral rntnuts of the Oovemmentt 

Mr. Ot:ARHART. Now, what. I wq getting at and w-ha~ I have ln 
mind in l'(ltpcc~ to (!lltimated income and C!8t.imatet of outgo iJ lhi1: 
You ha''~' ~wen us the rttimatM aa to income if we cmact Togi:Aiation 
along thfll_linN recommtnded by the 'rrt.uury, and you have gi"en 
us the fellmates of OUC«O. 

Now, 1 am int.emkd, not so mueh in what the Federal ClG'f'tm· 
mf!nt. c:oll~u from the c.upayer but what. Lhe American citiun hu 
to PllY M tii.XL'6, whether ha pays tllllt. to t.he Fode.ral Oovrunment or 
to thl\ SLAte, C~ounty, or local municipal govarnm.c.ote of the cnt.irc 
count.,·. And I wu "'Oodering if you have the fi.gul't'll in your Ntl· 
ntat.,. m rdtnma- to whaL t.be. State and local go-.emmeota are goin,t 
10 1•'"1 upon th• lll<payrn for lbe filcaJ yearo 1~1 aad 1~2. 

Mr. Ou,t.. l do not have thtm, bur. w-ill be dad to ebeoek on il. 
Mr. GeARHART. Ev~n if you do not have the ect.imatee of lh6 col· 

ll'('liOnt th1u • .-rc ~tQing to be m&d& by tbc State and looal govcmmf.'ntt 
for thtl fltt-•1 yean 1941 anti 1942, have you got a record for tl1a lul 

5 or 10 Ytal'l of tbt' attual collec:dont by theee tax levying ageoo.if't, 
wtU,,.,, fot~la.n5or IOyeenT 

Mr. !ln.L. Ioo mNnStat.oand locoltaugenci"'! 
~lr. 0KAKHA&T. Ytt,, 
~Jr .. lhlt.L. I thin.k wo can get that. I rom the Burtau of the Centul, 

'uu.l will 00 glll(i t.o aubmit. it. for tlle record. 

38 

O•••••"''· Now I !""' tha•. tb• tebt.. bo pu~ in <be ..-rd of 
~tr.. ectUngs 10 we wtU bave an one coiUJD.D, or t.wo eolumna, ir 

Wese Pr;c an order to make h undNat.andable, a column of FedenaJ 
~mt"nl tues· then in tho othe.r oolum.na, wJa.aleYN number rnay 
ao::..,. the ~Ueetiona o.l '!'• Ste""" ADd loeaJ ll"'"<min;: unito. 
~ olht't ,.'Ordl •b.al I wan• 11 J'"'' wb.at tbe Ameriean tupay..- il 

comC,'1~ •. ~~ 'il;,.u bo glad to do ~b .. iii• is J>C*i)>le. 
~tr· OuttnART. 1 htvo boon trymg to g~t. that. kmd of a sl&L.oroeJ\t. 

r ' ~mtbodY eve-r amu l ba.ve bce.n • memOOr of tltit oom.m.iU(!«<. 
:;:: ban not .~oct . . I "'ould apprt.'(:iate. it ' 'try mueh il you 

,.....Jd 1upelr oucb a IIA._,m•~· aad l would lik• to know ..-haL Uoo 

10111 1u lool whi!"t tho Am<rica!' .taxpay.,. are ..JI..t upon to pay, 
nd iJ you c:nu gt\'e me 'b" aoue1pat.ed _pe1p1e.ntl of wbu ther am 

1 iog 10 bt\ rcqWred co pAy next year l think thfLL would b& very 

~pful. • ·• . . "' I ll 
\~r B&t.&.. 1 tbmk ute a.nucapatt .... prognun or nC'JI:t. year, on lo 
· .~r lho Stale and local go<ommenw. '!'·ould he a litt.lr diffieul~ for 

:'"togtl, but. we willgt't.lhe be&~•nfonnauon wr nn on lhepasl years. 
Mr (h.: \NIIAitT. Tb.llnk you tery mut.b. 
(T1;c inrorrnnt.ion rNtUf.le\t'(l follows:) 

~ J'lfh,.U SWU. ollMI t.ocJ tu oeUeat.-., ~ ~·" ltln, 1m, IW, 

. """"~ 
[1.11 ..... ., ...... 

,., - ... .... 
,...,.,... (tDW111111 ...,,_ - ('UMOin.-) ' • • • ••• ... ~ .. U,UI ...... ..... , u.m 
-~-IOI.'Iil ............... '·"' .... ... 

·~· 
~·-···· ... . . "" "" ... :'J .... 
- .... ... ·-. ·-· ... n.• ..... ... 

Tbe CHAitl.MAN. Mr. Carl10n. 
~lr. CAttL&OH. Mr. Scc.rotary, 1 am not aure. I heard you eorroody 

or oot., but u I UDderst.ood, you said tll&t the 'l're.uury bAd m~e 
otudieo of ll1e elf eeL of tbe paymenta, agricultural paymonta, lbat. 11. 
Fedtnl paymeata, on ogricultWal inoom•. 
~tary MoRGZMTHA\1. Tb.e sl&temtnt.lhat. I made was tbat..then 

doeo no~ ..,.n, to boa definite correlation betwoen Federal..peadolur.., 
for aid t.o N9'iculturo and fum incom& uoluding OOoefit. paymenta. 
The two Lhmga do no~ move together. As a mal~r of faet, gOing 
btocl< tol932, fum inoome-- . 

Mr. C. a lAO>< (on~. Bavo you a detaited atudy "bich llu! 
l)opartmmt bu made, or ,. tb.at jmL information you ~ from II!• 
Trtuory lllten>en~ aod from a compariaoa of agricultu.-1 m<Omo; m 
other word a, have you made a tt-udy of it.? 
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SeeTe.tary MoROE:O.'TRAU· Tbil ia a oombinatJ:on. of inlonnation • ·e 

16~ from the ....,rd• of the Departtnenl of "«"cult""' ploa our own 

..... rd.. • . •• " 
Mr. 0AKL&ON. To me that 11 a very !lh.d't~e:~ng •~t_en:lent, and 1 

would be most. inte.rested,. &nd J would like to know if_1t.11 t:nao thai. 
"4!rleultur&I.P"1"'ento wht<h the F~t•rll, OovCI'IUI!en~ ta now maki~>g 
are not. hl'' lDg .. ery nHK.b i'lfect. on agra~ult.unJ moome, and if you 
ha,•e 1 table thowing that. I -.·ould lpprt!C-11\e vtry much your m&ki• 
ita pen. of the ....,rd. , . 

l!o<rt'"'Y MoaGJCmiAO. It~ antlable; wh~~ l bnego~ b...._ 
Mr. C•aUOY. Will yoo, be kind onoUjlb w ~ lhU u a 1M" o1 

your tLaltmtnt at this pottU. or 80me other pomt. to the ncord. 
&cm.arr Moaoc.nuo. YM. 
(Th.t in.rormatioO r<qUMt~ roiJowa:) 

.... ... --::: ---
-- -... .. ,.. ... .. ........... ........ ....... ....... ..... ....... 

Mr. CA&lAOM. 1 am au.re that ~grieuhwe does not desire to I«Ute 

• contribution !rom the Federal Treuury, but. r.he:y feel chat. what tbty 
get • nt<ttMiry A& a result. of benefiu: rtoecived by other groupe. And 
I am Jure thlt.l if tb<! Setretary will check them be will see there is • 
grt11't diiij)arit:v in the inc::r~soa. The fumort have lost. r.heir ex_P.~?rL 
llllirkr~; llu' a('fi!IU!C induslly C-XJ>Orl.. buttinl'M iB lnere.asing rapuHy ; 
labor ralft are ineroasiug, and tJu~ farment at this .time have been 
furthrr JH..•naliud under tbl" program. 

5K1'ttuy ~IOBGL,"''1L\O. Tbtte flgtaff'l t11at. I have, 1nd thty an 
ptrhapsnot ....,., beea- I am 4'Ndiug tllom !rom o small diagram, 
lhow aum•lhing lil:t lhia: Aid t 6 agrkulrure, ~><ginning in 1933, was 
...,..,htrt around $200,000,000. I .,..,. be oft' 10me. Thm i• .... , 
ue to -btrt around a billioG and a hair dollars, and aa I ay, I 
~m rumiob lht <Del figwM, and durirc the Mille period, tht '""" 
U\tOmr ~·tht from •bout SS\CXKMXlO,OOO to abouL $8.30Q,OOO,OOO. I 
auu rHtlmc from a very mu~' rt'duc~d chart. 

Mr. Ra:co. Mr. Secretary, if there are •nY false nunon4 ftoatin~ 
around u to th~ t.ypt of taxt'l you are Ukely to impC~E~a, do you no~ 
bclh~':fl it would be OOuer U we oould c.IC!ar up eom('..o( tho~ ~Uiundf'f• 
•ttUlillngJJ ~and rumol'!l now ~chan h_.,t. ~hem drift. along t.nd JtnliUe the 
I>UblicT 

Them ar~ tome rumo01 around fi1lancial circles ~ tba effeeL-lbll the 
Trtuury ~ likdy to make otrtain rooonuneudations. I hne 10111e 

of th- rumo,. bert. One ;. thot the Tl'eaaury migb~ sugg<Ot that 
Lhf' ~IH nonnal oorpontion &.ax be redueed and so·m~ of this •·ax 
IHo flusififd u sui1.&X~ Is that true or no\f 

MoaotHTit•U· Mr. R~. il you will ....Ut,'"' if tho rom-
.~ ,...;, uotil Mr. SuJI,ivan malulo hi• &ta~mono.-1 would be 

..,uee ad -1 the commin~ dtoorta 10 boar Mr. Sulbvon now, w Jl~r 
tet'! II 1 dttaill are io Mr. Sulli•ao'a at.at.e:mflnt.. II you WOUKI 
bulo ,ill the "lr Sullivan on now 1 be is bare and h& can answer lbat. 
(1Ft \0 pu~ t' • • 

and tbRother ~~~;~et.od with anoLber line or que•lion• and witb-
)tr~,.,,:::~,u Mr. Sullivou lAkes the otand. . . 

iold tho pr~n· level or t.ues eompa ... Wllh ~.~ ..... ,. clfeet 
H••.!"Jievonue Ae• of 1918, both ..-ith rogar<l w rate and yi~ldT "*"" S u .. x 1 will bave a otawnent rtad.f btrore the btannp 
llr- <!- lh; detail• or all thole diJlmont t7J>M ol t.uN. 
-~':!. 1 would like w .uk ~thor quN~; il you have 
_1i:., th• mauu, in lormulatmg this tu ,...,....., •I 1"" have kep\ 
~ ·ust bow it may or ma1 not. enpple prod~uon or unduly 
lD • 1 ~<:baaing powerT Have thnoe all "-n eoi\Sld•redT 
~~E.c:~~~LIYAM'. Both of thoec. f.eton ba ve bMn carefully ooo1idered. 

~[_ · R .,0 Row much doee u. eventually cot\. tl~e tupayer on the 
' r. 1"0 p•" '-' back with interest each dollar thnt. II borrowOO by the 

snruge .~ 

~[i~LL. The ••••Ill!• rate on tl•• public dobi •~ Lhe end or M ar~b 
~2)tperc4•lll; LObe exact, 2.r.a. • 

\lr RtED. Th.ll. oblitcatio·n, or course, runs ovu. J>enod. or year&. 
s • ·a then" is an1inflatione.r:r rite., that.rnduces tbe puMhamng: power 
~ ~e from Lbow bond-, 11. costa the t.upaytr fJOnaKierably more, 

,_ io not! _, · 1 h ' t • 
)!fr. BEL&... You mean becaU--M of 6xeu mcomt tOm t at. eeeun y. 

Mr. Rno. YN. , . , . • _, b 1 h • •• bnw 
Mr. BELL. U there 11 a ntr 1n pnc:es, 1t. ~uees w a e ~ -

with that. &.ted income. . . 
Mr. Rm11o. In other wordJ, what I ·~ ~umg at.. 11, you are pro-­

tt«iing on the theory hc.re tbat the beav1er lhe u.xauon the more you 
are likcl_y to r!duoe a riM in pricee; is not that ~ef 

Mr. BOLL. Holding priooo down by t.hat aelton\ 110mo ~r tbo ~""' 
obuiog pOWtr will be t.akan oui or the honda or too pubUe by i ... 
..... and pu• it inl<l the b•nda or t.he Oovernmon~. " -·- r b 

~1r. Rno. And Lbai
1 

u I underot.aod l~m tloe "';""'I;'U:Y O ' e 
Trtaury's at.atemen.,, 11 ooa of the objeetivM of. th11 bill, a t.wO: 
thirds railing or the revenue by tu .. and one-<h•rd by borrowmg, 
is that (l)fl"!C.., f • 

llr. Bow.. Thai it one of tbe obj..,Uvee; ,..., w .
1 1 

tuM 
lli. Rno. Do rou think tha~ the y;eld of any o our I"'Nf!' 

toald bt in.-! bylowtrillf! the .. ~ .. tbtr than byootUI>g \hem upT 
Mr. B&LL. f do not know, Mr. R~. 
~lr. Ruo. Raa that betn oonoideredT , ., 
Mr. SULLIVAN. We do not. know or any parueular lU wbere 0 

btlieve th.al would oceur. , . • 
Mr. R~:co. or "aourao, you hllve t.t.ken into co,n.lidru-&tiOn ID p~ 

O<!lting thio tax bill hel'(l •U or tho l•etors thai m•.Kh' tend 1.0 rt~lne~ 
production, de.Can-M produc.tion. You have ~et,ghed aU or tho&e 
matters in the light or all tbo faotof 

Mr. SUI .. LlVAN. Yee., air. · I · II 
Mr. Rt:KD. What. would the preeent t.u rate. yield W1t • a natiOn 

ioeomtol$90000000000 We are up w about$80,000,000,000 now, 
I bdinr. ' ' ' · 
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~iaeabl u. &M~t.bo•• Mft Mea bldCIIIIIM taorder too~--
~-=~ol~t,u~Moi~II,IMO.Ma .... ..,.. 

illl ~1 ~ Uau *"' ~ ~ ~.,. ola d.ift'aat 'l.l; tt;:d 
d~1'illllr: _.here t. the l6bM. The7.,. DOt pa:odkl-.. Gl \be 
-~-~ .. - .....-~bat ... ,....Piodleollooocllloo .,. 411 ~ uoder ~ ...._. 001 I\ if DOt CDfli;Q\ t.o haptr \Ml 
irf'l d ·t.u: -n.biU\~ C!O,.,....~ ....,..,. w1\b ~ iiiiCIOCDe PfO!il!XIed Of ~ 
r~ "':c ('#tim.awd .~ br rel•renoe w it. Tbere • no ooe t.ftfW't't .. to 
1M1 ...,- t (){ rt\'f!OUf!l at. a jdVd \e~ of MUOral ln«tme. Tbe CIOOl'M ol the 
lJie::f"~•p.-atd. doW'Dward. tmcu1•r11 ftoduatl.n&. or b.teraJ-hu • 
"" tall_.oce upon t.U ll.&biiiU... Tbe oof\lDOIIIUon ol the U:u»toe--1.. ~. '"' 
~ bdvocen typtl of luoOUie and~ oflhOOIM reeelverr-a18o bas a P.t di"":e, Tbe: .. .ultlptM>n In GOoncct.kln wlt.b tht Clitlmatta At the S90 blilMm 
~~100 biOit~ll "ationAI tnoome level• I• Lhal lhe looome l'f!maln ooWi\a.nl at 
• "'\'el for to~ne yeAtl. The utu•nptlont wl\b fl'l&pflet. \.0 OOr'Dpotlllbn hAVi! 
:: m;ade. wUh #petlal me~noe to LbCI exlll&lna lnt.aroaUoual 8ituat.IOII.. Under 

_,un 1tklo•ll. tf 'be ua\Loual h.coroe ••eN to aehJeve an annual ~l of 
=::ulloJI!i 1or IICVt'"'l yran,l\ WI•Lim.al6C'I tha\ u" edatl•~& tax alruet.unJ wo...Jd 
_-n ..... awroldmat"-IY Sl 1.200 million• In annual lP llabllltlea. UDder oom· 
~':';:L; eirtWflliUileN an IIUUluaJ 1100 bUUona nallonal Income would provide :-.;;J rc<Wal w.x Ua~Utiel ol . 11,400 mJJUona. ThW &u Jitld would bt 
~U!d in ou.r national bltl\ory. 

Mr Ra:t::o Do vou honestly t11ink you can recommend to th:i1 
~lltet ~fr. $Kre&ary, methodl by which we can reduc:e expendl­
,.,.. 10 .he amount ol $1,000,000,000! Do you think th .. io libly 
~o(IQIDt about- that. rtduc:lion in nonde(tnM u~turtef 

s.mt&J:l" ~loao•:<TH.<U. I think i1 is _.ble 10 make ouch a 
...Joctioa. clril . al h y Mr. REED. Well, we are un,g on,g ere. ou mad6 Lha\ 
prOJ>OO&I on .. bolore. Hu an1thing been done in the lll<!IU1time 10 
,...tooe nonmilitary -ditu...,.f 

SeeretAr1 MoaoEN1'1lAO. l can only auggt'lit it to Congtftll. n,& 
""'is up 10 Co~. Mr. REED. You do not. kno•• of ant partieular reduol.ions tl1at. 
have been made. Wu tlH~re any redua.uon in tbe agricultural appf"'.. 
pri_atlon? 

Secreta')' MoKOE.NTUAU. No, t.ber6 was not. 
~Jr. REt:D. Arc you aornewlu~t. oonce.m.od, rather deeply oonaemed, 

"to what adion ibt~y might. tak«J on fa.rro pariLy payroentat 
Se<:r<:tary Moaot:NTUAU. l am oonccmOO. about. the whole picture. 

Up to now, Congrcu haa at.ayed within the Presiden\'s Budget., and if 
tb~y ,..;,., thio agricultural approprioLion by $450,000,000, 1 think 
that ma.f be jUJt bla"i.nc Ole uaU for a great. many more appropria.. 
lioM wbicb will be in exc<OI ol the Budgcl. I would like to- ~~ 1!0 
the other war . 

Mr. R&to. II, however, the St ...... .....,.., projeeL and t.be porit7 
PA)1D<Iltalhould be appropri&ttd lor, do you !eel it n..-r und~ 
..,_ tu<Um5l&n- lA> <Ome !leek hero and uk lor mo"' tuN "' 
.;.,. ol this plan or l&ntion that you b&•• pr8tlll<d 10 .....-.ithet 
...... or at~aopL 10 bon-ow \he money! 

Secmary ~loaoaHTRAo. I would waniiO give it oerious comidcn.­
~ I jOlt do oot. want to concentrate m1 whole fire on the one 
"'f'W~Ut.;l apj)TOpriatlon, bu'- tba~ is tbe one that. hap~ \0 be 
~Co- now. Aa J oaid early in the morning tho job lhat I 
ba"e m the Treuury to bomw this money is a -v&y ~cult one. . I 
ootd a lot ol bclp 10 <On vi nee tho Ameriean pubtic to let me b&vo 1t. 
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All 1 •id b<lore I think l.bere .,.. ~wo n.r•· 0...., we .,.. """'-­
......, l.be IUIIOillll through !HOI lhU WO tbtnk we eao M&nd.-Q;;·'t~ 
olber hlllld, we do not b<OII&lo to cut d~wn all unoeccooary upendi­
turet. 1 lltink lbo two ohould go band ut la nd. . 

1 oltiuk that iltbe Cong!,.. would toko Y•.•t a t titude toward fi1<&1 
~Ucy, it. would make my J?b vt'ry much ~aer. , Qn ~e other ha.nd, 
af it,.._.. \.Pet and also ra11t1 ~he expe.ndllul'cl, lt.JA gomg to make il 
mortt diffieuh, beeauae tbe pubhc lba1. have tbo ~ney are {rigbt.enfd 
Mlir< oluw 1111 othor group. On oevonl OCCIOtono t.bey hove ...... 
lnctu.,ntd. And it is nry bud to get tb•m bock to a poin• •'­
thty o·illlood tb..ir moneyl,..ly to the ~vemmen~. 1 do not ..... t 
to ... that eome ohout. I om not ohutlu)4 Lb.. born door If tor tho 
.,_ it atol..,. 1 om up b- doin& it whil• we have a good bond 
market and a low interest rate. and I uo borrow euily. But 1 
think the lime to stop1 look and lllten iJI now. 

Mr. Rs.:o. Just how is iho rate on t.IU!IIe defense bonds going '0 
compare witb the rat.e on the bonda uow ou\llanding in ~he hand• or 
banb and insuranee eompaniMf 

.Mr. Bt:t.L. Tbcy oom1H~.re very favorably • 

.Mr. Uno. You hue wnigb('(l all of tJ:1c dangers tl1at.migbt. r61UII, 
from " diiipa.rhy as between 1l1o bond• you arc proposing w u"ue now 
and tl1<* tltaL are out.sWding, havo you oot.f 

Mr. Bcw.. I think we ba>•e. We mo1 have overlooked ooruething 
but I think we hove weighed mo" of thorn. ' 

Mr. Ruo. I am iu...,...ted b<cauae I lmow that the bonita and lht 
.,...,...ce oompiWifll bold alazgo por1ion of Lb.. national dobL u,... 
ia a ntw .u.e coming out which mat be a more favorable iMu .. &Del 
it MighL rMUlt i.n a very da.ngtrous ~pm:u.ioo. 1 ...ume lbaL you 
bo•e wtigbed &II or thoae mat..,._ I think l.be public ohould bon 
h:ll infonnatX,o cc:nx:erniog tbe faec. that you bave done 10. 

Now, do you happen to have in mind to what. ext.enL this taking 
or mon~y from the c:ontumer through the proeeea: of Lax•tion hu kep~ 
UH' [>rice of oonaumer gooda down in Oreat. Britain? Have you 
any~ning a.long tJu1.t lino? 

Set.rtttary _Moaot:N'I'HAU. I do not. beliovo we have any info·nnation 
on tl•ot). bu~ 1 eball be glad to look it up. 

Mr. HICED. 1 ha,•e some in the office, but how authentic it. iJ, I do 
no.l know. It io very dillieul~ to toll juat to what extent is b .. k<pl 
pn .. down. Butithu noLkep.t !hom from climbing. It may bovo 
bp• \h.,m from climbing much hicller. But l.bey oeriaioJJ' hove gone 
up. And I undmllUJd they bo .. puL on oontrols other YuUJ i•• 
&.uat..on. J am jus:L wondering how far this je ~· to be efreeuve, 
and • in the · Lor the priorit.ia that are · im.-J. 
A~aJns tha.t.tif uaume you bavfj we.i£b,ed, an thaL. is the 

f4fect that prionLiM and tuation &.Ogethu ma.r ba,·e upon unemploy .. 
!lltnr. in, Lh!'M- tOMumer~s induatriea. We had a eaae rect"ntly 
U1 rny d»Lnc.L where priority, if it is impoeedJ will P.tobably pu" 000 
~~~~~~ ou~ ol 'A'Ork, wbo aro now ean1ing a gOod d&ily wage, IMicaute 
I wtll cl"'!" the lao~r;r. II will put tbooo people on reli•f. They 

•re nor. •.killed mocJwhee. They a.re uot. tbo type that would natu~ 
atl.y l[C{) 1nto lhe defense. industriet. J WM wondering if you bad 
weJ!ln<d &II ol lhoae lactoro. 
~retory Mo•oENTn•u. I do not think Ytis tax bill will cloee Co<· 

t.ori8.. I ('()u]d understand bo•· priori tie. might.. But we ha'·e done 
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· b tbal ..-e t&n. \Ve have made a ltudy not. on11 over a 
tJ>ol:i:bti&.l<;._tontht b~l ,onr yean. We a111 hu,man, bu" w•thin our 

•0 '!\'~ (;i lh11 II t.bfl bMt reoommendatlon Wfl U.Q make ~n­
jmai~UOD" the _eeonomio lactons in the eouoc.ry. 

eidefug_RtED. We arc aU int.eroale<,l i1\ proceeding along t.ltis l~ine 
~ r. or oourae. il we .... proceedmg on the theory tbal by takmg 

sa~dy. ney from tlu~ ~pte tbat ~ey ~annot. b~y contume.r goods, 
~0~,ulnty thm would be no ObJect m produeang oonaumt\r good !!I, 
~ publi.c •·ould not. purohue. 

1~" wy Moaoa:KTHAU. W'e ·••at.eh that. very ciOMiy on 1 day-1~ 
da ,....,:;. We wat<h priceo and omploymtnt, and all that. \Ve do 
.J bost ,... 0111 and geL all the information that any othtr ogonoy in 

WoAhilll:l•• boa. ·"· b' " . h boo·· .. . L. llr- Rai:D. or COUI"'6\ Ot.efl ~las. w .. on t e ... ,ll- '! l.lll"l'eo 

ad an only be changoo bycom•n& back to Co~. If "d•d hove 
a: be tffeeL of cloein& lll.f Of the oonsu.met-«00<11 ft.eLOrie., we wouJd 
han~ u_nemployment. tLill a.nd we- would &till h&ve an inerMM in tho 

ntiel problem. h M n···• · 
Secretary MortOt:N'TUAU. I doubt very mue , t . _ ew, that 1t. 

would do th,.t. 
~r R&E:D or OOUnlO, the backbone of employnllmL In ll&lt country 

it 'no~ just ~•e few 111ajor indu.strios. lt is tiH-, thouMnda of tRlll'fl 

iadusme&. • 
Sec:reWY Moao&lOTtuU. You.,.. ricbt. . . 
Mr. R&&D. And moot or lboo6 are OD«<ged m tl"' produ~uon. of 
-r gooc1o. We al,..dy hf.•e the eumple o! ~· tbit tb!ng 
.-orb. because •·e have eeeo d.e vol.unta.ry reducuon 1n pr:oducboo. 
of automobilea wbi(.b, after aU, in modem econom.W. are duled u 
_., goodo. 1 ant going to .nlhbold my other qUOI\ions unla 
Mr SuUi•an tak8 the atand. 
· ~Jr. KJiUTION. Mr. Secretary .wh.r ohoulcl il be nee~ ~lory 
~ber taxes in t.hia eounlry, which u; AL peace, tha.n 1~ 18 m Great. 

BritAin, which is at war? . 
Secretary Moao&NTIIAU. 1 do not know- wbioh p~rttaular ta.xaa you 

are referring to. , 
Mr. KNuT&ON. I a.m rererring now t.o tho Tre11.4ury De-pArtment a 

propooal wiO> reference ~ lho ... tate ~ax. I wan~ to ... !illY mytelf 
&bout- this, and l would hke infonna.tlon that. would mdtcate to ~?-<t. 
.. hethor this is a ohor&-tbe-weallh prognun or an ottompt to '"'"" 
A'Tto11e. 

Now, takina 1 net OILile ol S60 ooo-- . 
Seere~~ry Moao&nHAv. May 'i ..,...., tbe one queooon limf 

Tbit is a auggt~~lion \0 raiM revenue. 
Mr. KNV!OON. Tbio looko 10 me like 1 oha..,.tJw>.weoilh program. 

I will jusl si•• you a lew !iguns. On a $60,000 net aatot•, tho 
British tax" 14,320. Your propoeed llu ,. $4 ,840, whieb is 1,200 
pereent. above the exitling rat.e. , 

Now we will oome down to $100,000. Tho Briti•h w 11 $10,800 
and your propoeal it &16,200. · 

on 11,000,000, the Britiah tu is $338,000 and your propoeol •• 
$442,45$. 

Then eoming down ~nto your cl&88, • $10,00();()()0 net eetalr&-" 
Seere1.1ry Mooa&W'I'HA u. Tlwtko Cor the oompli,...t. • 
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~lr. Ksomo•. TIM Brjti.oh tax is 10,600,000 and 10W" Pro-.! 
lAX Is ts,t77 ,000. • 

1 do"'!' ..... by tl- ~ave. tu8 abould be ~aniMo 
i\. it the uuent of d)l('i adm'n~tnlion to level off aU wMJtb in lh' 
rountry and bring thoee who bav~ been ''!~ul, and w·bo ha.-a ,ne: 
to v.·orlc and accumulatt 10m~th:ing, which lhe7 mty le.,•e to tbtt deJ~nde.nt~-bring tlwm down to th& same le,•e u those v.•bo art 0 r 
W. 1'. A. n 

Sc'<!rtlttry MoKOESTJh\U. Mr. Knutson, if l \\'ere in tl1e claM that 
so,u mf'ntion nnd I ""l n~t. ~r.anywhore near it-at leAet. you would 
rh•nk t Wlt8" \'ery plllnotlo cahr.cn. 

~lr. Ksu11ION. I,A!L us hope you will be in tbl\t cl11N. 
Stocn•Lir)' ~lonoESTII.AU. Not. while~ am in tha 'I'rcA&ury. 
Mr. KNUT&ON. You Art~ fl eompa.rahv(!.]y young man ami tlwr" a11 

Iolli ol hope lor you. 
Sec:r~tary M OMOIXTOAU. Not. whil& I am in the Treuury 
Mr. KnftO<. llyou will kindly t•U U$ why it ohould be ·n...,..., 

to Je\"ytaJ NtH that '"' far in f'Xoe-88 of the Briti3b ratH--t.nd tha~ 
i~ a rountrr thll i.J at • ·ar--1 think the committee w-ould a~pt'f'<'iatf! it 

S«rttaryltoaoc"tTH lU. I do not tb.inkt ir you do not mind my•y: 
iog at, that th• t..-o thi_nr. ~a•• anything to do with -h other. 1\o 
have not ta~n tbt Bnttsh u~~tax rata& ~ applied tbtm in tbil 
('()UD\9'. \\t~ hat"t~ b«n ~g a s~hon to be made to thiJ: 
<OmtwtiH at to wlwn- Wt oou13 gt'L the tli:m. and a baU billion dollat~ 
with tht IH.tt diqufMIK'f' to the «<nomv of thi.A t'OWllry. W• fth 
t.b.at • tu on. a flfad man's ··~lth woUid «rtainly ditturb him u 
l1tl\e u anyth•n• we kna•• of. 

In thC' lmJqrt'ltiont whi~h the T~uury bas m~Mh• we hive our 
J1mb1••m and thr British ht~vr thrirs., And u far as 1 know lhf'l 1111'0 
thin~ ha\'f' nothinJE to do with each otht-r. ' 

Mr. KNUT&OM. We 11rt· c•onslltntly bt•lng told lhfl~ we do not. kno•• 
~·hilL IA!C('II8 ftn•. c•OmJ)~rNl to whflt they ere in o~at Dritll.in. I think 
•I ~'0.'.1 ~·~uld fltlcll h~ 1• ('ch:r"l hlx to th" S teW tax and t bc local politic•l 
IUIOOIVI8101l !nx~. you ~·.til find that the amount. or tax here i1 nerk 
••!HI IW·ck wHh t1w l}rtli l!lh tR.'(c'S, ~tnrl probably in mftny intlantw 
lng_hcr, All • long thf' hnc-. 
• S«"'tary Moanr.N'TIUU. U you WAnt to <~omptare tht) t.wo, if you 

\li~Dt. to romper<' lh~ amount of revenue that we are propoeing to 
f'IUM'' ~ rompAft!l . With ~ur n~uonal wealth or inrom4!, and do thf' 
N.Jllf' With thr Onll!th llllll()nal mcomP you willaet that. we would ran 
rar thon of wh•t thty •no doing or ~bat. Canada it tloin• for th•~ 
malttr. " ' 

~lr. Kl'tt"TtON. Thf' IKt rtmains otvtrtheleM that. we ue at.~ 
and I 1111 "'""' tht tountry is going to be rJ.ot:ked wbeon thty ltL th; 
... I t of thf.tr riJUift tltlll ._-f'rf' ~Vt"D OUt in f'XC'C'Uii\'t" ~tm tht Othn 
' .,.. 

'rhll1« all, )lr. C'ttai.nnan. 
. ~lr. Oa~.sr.r. ~lr. StorrN&ry, bow many tUpl1"t"rt havt" fHf'!d 
nK'Omf'o tax t'f'tums em Mart'b 15f • · • 
Xl~1 •1· S!:,tu•••x. Th• number or individulla who hod filed throup 
l ICTI u 'A'U ... 280893 ..... -..~: • b 6 0 7 ] 1hrou~h th• 3111 oi'M • h u com,..~ ,.,t .877, 7 ut yHr 

M 0 . 1
" . ~lr. S ~8.N'&1' , Do ,rou ,t•ttimale tl•ere will be more? 

r. '-' L.l.I\' \N. lf'l,llr. 
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Mr Oa,n<. llo .. anantT 
)It· ScU-'• .. "· W~ .. Un>ate tlaa~ al the arne proponioa of do--

. ,. ~ bet..-.en Man:b 22 and O..C.mbor 31 OS bue 6.J.d in 
~ ytMAt ,.~t abould rec-ti we. a.o adc.liltonal1,752,000 retUI"'lL 
~rr C••t.OO"· 01 couJW1 we aU ~pp,....iat;e that agrieultural inoom• 
b · p~ up bul. t''f'l\ at. Ulll, ~ulture m 1~0 only reoeived 6.6 
~ reeut o£ the national ittt'ome. Tht 6gu':f' 'A' IS $1,800,000,000 tbort 'i ril)" ill 1~0 A lid $1,600,000\000 ohort Ill 1930. ;\$ th• f•rmcq or 
~ ~~6'1to11 ban~ "'*" ~·hal. ia lftJ"p.Pning, in tba rapidly ineru.aing 

e JuliturtS or tbi~ oount.r}, tlu.',Y dl't' conc.wrned\ and therefore I was. 
~pt'1~ tba1 ,~ou htul nur.tle IO!nf-'. atLucly nnd wou d be able to give U.t' 
•~P . . I ~, .,met 1ins:t su c.>suug o e 1on c. Secrett~-r') !foao£N'l'IIA u. ht\ Ra:urCA which ( ha\'fi submitted do 
ot seem to show to me th.U. the Oovernuwnt. p~ymcnt.s to agriculture 

ba,·e increased £arm inoonu' other than by Lhe exlket amount. tJuH. 
· ulture bu receiYt.od rroru the F(l(leral Tn•asury. 

~. CARL.801<. or ~UI'IC . iliat. .... t.h~ ret.trm~ for parit.y pa.ym(!n.te; 
tlltre is this difl'rrenhal or c;\.spanty, and that IS th• reason for pant.y 
pormtnll!. It hu boon th• program ol th• O•portm<·nto! Agriculture 

10 
U"V w intnur th(l; lam1 ancom('! iO u to 10m"-•b.at. belante it with 

lohoi and ind.....,.. And I am am__. •·b•n I CO through aow. or u.- &gu...,._.l hooital<' to lake tho Soutt£'}''• time at this tim•, but 
1 am going &o ask ptnnilskm lawr to in•rt lD the neord tome tabid 
...,..;ng <M ineom< ol O(lrieuhur• u rompoml with labor and u 
comport<~ .-i1h induouy. 

S«ftW'Y ~IORGL~TUAU. Tboee are DOl. my fisrurei.. ~lr. Ca.rt:Jon. 
The only study tlaat I wu making •'U from ih• ~ angl•, 
awntlv ·bo,. mu<h bas laml inoome b<ncfited tbro~b oonlributioiiS 
from the Federal TrouuryT And it lookl u tho~ at bod benefited 
only to the extent ol Lbe numb<r ol dollon that it hod r1l0civod I rom 
lheTr.,..ury. o ·r h • · th · · · I" Mt. c.\RL80l'f. r C()Urle, I " ... II corrce&., . at lS a. serJOUli t.J\( ael..-
ment. of the pre&4lnL progrD.m, a_nd wa ahoula ehango it., ir nooeesary, 
to try to corroot<bo diop,.rlty. I •m not going to t•ke a lo~ ol timo 
no\\· but j am going Lo call your at.tont.ion t.o tho fact. tbat. lbo euh 
loco;ne of d1e rarmcr in t.be aout.bern division in 1939 was S160, and 
his gross ineome, conllidering tho things he rcceivad on the farm, wu 
$19.1. The ~lumb<r, according to tbia aame table, rooeiv<d 157.84 
• week, and if these plumber~ were paid on the 11me buu ol pari~y 
u agriculture, they would be getting $37.24 a week. 1 bare the en lire 
list bon, and I would be 1lid, oxcepL lor the matter ol time-you 
hne been very generous with your time this morning-to puL llid. 
mat.-rial in the .... rd. 

1 wt.nt to ull your aueotioo to thit: We talk about 192'9, and W'& 
!-'OK<'tio& baek now, the7M7, lo • blllin ... condition tbll prenilod 
an 1929. 

In 1929 the tolton lannu in tho South-< abowed .. min&> ol 16.3 
conll per bour. In IV3V be n«ived 10 cenll an bonr. Tbe caola 
groin lannu in the Oom Bcl~ ouned 51.V in 1929; and in 193V1 33.7. 
Th~ fanners are gre&tly conun,f'<l about it.. Not. thai- they oo not 
dewt labor to fteci,•e. fair sbare or the national income, but .. ~ben • • 
odd 10 C<Jill au bour in U1e ot.MI induauy lor lobor, which figure! abou~ 
SIOO,OOO,OOO, and in conooe&.ion with tlH~ coal industry,u Mr. Robrr&.­
!IOn hu brought. out, $'200,000,000, a.nd you c::ome bt:re today and c.alk. 
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about~ 000 000 for ogricuhure, and IU@IIt<l~ rodueing U.e UP«Jd' 
UII'C!fl of th~ Oo~emmeot A bill!on dollal'l, taking half or ir. .... ,,~ 
1\gric.uh.urc, 1 dunk you are go1ng t.oo far. 

s.e ... tary Mo•o£N1'11A u. Le> me make m,..,U periectly ., .. , 
Wh•L 1 .. Id wu this: Th~ flgu,... tb•> Mr. Cooper brought 01110011: 

etnlin,g nondefenae expenditul't'lt abow lbat today they are about tht. 
am• u lht): were in 1937. But ainco 1937. we hod added <hree .,.,j 
1 quart.r billion doll•,. lor dolen1e e.rpon'dtturee. The oiL.ra ... , .. 
a1ood tull. . . 

So whal 1 am •,ring "? you jttntlt"!tn 11 1h11: Let us "'"• 1 loolt 
at the nondtf~ lletn5: tM:Iudulg agncu.lturr. Do we hav .. to eon. 
1inue all the nond•fense 11ems! Tbtf! are tome lbat •e.cou~d re<futf'. 
In othff words, tOUJd ,. • ., gt:t btlow lh• $.&,000,000,000, m V1tw of tht: 
fatt that we ~vr in<!t't'&Sfd itt:ml for_defe!'ee about. th.tee and~ quarttr 
billion.t, of wh1('h the fanner wtU rtceave lustb.ah'! through the antrt'ftsfd 
purchiU!iu.g powc.>r of Lhe whole countryt 

Now bfing bold enough co m~aka th11.\. euggt'llion, being lnlerftltt'CI 
in tb~ f..rmer mysc•lr, I WIUi ''~·ry curious lo know whether llH• YNUtt. 10 
to *'fH'Itk thlll WC' put into the lt1r111 Jlrogrflm through tho farm b••uf'fit• 
iucn•l8('('1 tlu._l f•trm<'r's incomto ow•r· ruu1 "hove I he Actual fU'IlOUIII h~ 
rN"l"iW'<I from thP Tmumry; ~tru l tRking it. in the broad way- my 
flgun'!l ~ttl" ' 'NJ' muC'b reducOO in IK'RII'l -it doc11 not look lO rn~ thlt 
lhfl farmt•t hai l't"Cf'i,·OO ' '«'f'Y much more income abo,·e lht' ao:wuuu 
dial hf' rt'C"C"&Vtd out or thf' frt.uury. 

U that tJ 1rur, and tbr national ioMmr hu gonto up about $20,000.-
000,000, I thtnk it is a fair dtchtC'tion lQ MY that if •'"f' •{)Pro.tb 
$90000.000.000 of nation•l inf'Omf', thr farmtr "'·ill rec::ft"t' hs sha~ 
of ihal. ThrrTfon, J raisf tht qutetion that Congnss m~ht Jt-. 

t'xamint tht whole agricultural bc-ntfh PJ'Ob'Pfi.M. I do not thrnk fOu 
ran AflC\IC! nry much 'frith me about that. · 

Mr. C.un.sol'f. No. But I do think it. unfortUtlt.te at tht l'mtnt 
tirnf· lluli. the impresaKm !SoN'-Init to prevAil thnt the Treasury is Otll or 
h•lltnC:C' find lntgely lx-causc or bC'nrfit. p~ymrntl or pa.rity paynll•nta to 
~~ricultui'C', At~ 11 mstt"ror fact, t.ho only dHrerencc between this yl'nr't 
~·n•llf. hill ttml lnst ye.nr's is $238,000,000. We h'Cc.inod $212,000,000 
lrut. vPnr in parity. Thil yt~ar it WRI $-160,000,000. J am r('fl'rring 
tiirnt)l.)' to 1••rity paymt'ntll 11t thit tim('!. Tlu:•:re may be otbcr itt"ll11 

ln lht N'(ttular appi"'J)riation bill • ·ith which I atn not familiar. ~. 
afttr all, it il only $238,000,000. 

Srotmary ~toaOE:.'~"-'t"· El•try t ime _you gf"lltlf'mrn start on paritr 
praymmll. 1 b&\'f 10 sn down. bt<oatdf r gt:t -lold 

Mr. C'\ll.f'.O~. 1 ask prnni:.wion. ~lr. Chainnan, to r-Xt<"nd my 
n-marb in tht n"f''rd by lnMnlr'.g tflr1ain tables. 

Tht Cu uax \S. Whhout ohj~lion, it. is 1M) ordtftd. 
(11!<• oddilional 1\'m•rks of ~tr. Carlton follow:) 
M, Cbatn11ani 1h" rollo•·ios iot6mlat lon a1Kt labletr sh·e a d.i6CUlflll:ion aJ.d rom· 

1>~'-''--4•11 vi (n.nn neonM! ~ wmr,11.~ wllh nontann tneoo•e: • 
tlurh•!IC 1t1f' )f'" f'f 1936-39. lr.e Ullht(!, U1e C!~b tncorne of lhe nonta.nn IXII•ulftlk>n 

II.H',.~<d $G2.t I.H'r J~~Cl'IIOR, llll aomr•af"tl!l lO an aver-.go or only $1.08 in tilt' l>arir)' 

IM•ri~I(II.H•tu"' I be lin!"~ Wortd W~tr. 1'111:\ lriOOitHI of J}t!tOple ·~'-on r~~.ru~. fi\'M If .... 
IM"hlll.,, lt-~t 1Uli'II1~Q)'od., h&.'l l:~tt;n avt.rt.s:h\~t &0-JM!:rcotnt bJ~er ttuu. II diet In I btl 
\'"'""' a.r twrlotl. The rate o~ increue Ia rann lrH:<ldne ll.a. been \'etY 1nueb IOYf"' 

•• 1939 the a\""t:rt.p per eaptt. anauallnC!Ome tor (armetf lft ~n•io arM~',. . .,..., 

·-~ 
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~!r. Junn. Mr. Secretary, did 1 u.nd0111Wid you, in co<U>ection 
with .rour atat..emenL about itema no&. eteenliallo the national deJenM, 
to mention the St. Lawrmefl \Va.ttrway? 
. ~rrtary MOROEMTKAU. No; I am OO'!'f· Somebody ~keel me 
If IU Our ettimate of $10,000,000,000 1 bad meludeci expendl~Urt!6 for 
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. -~ tritb the e~ec.ti•e mobi~iuc.ion of _all our m.anpo.-u, 
-~ .a~Ly, builD- •o181>-. and nauonol ,_.,_.and ~~ the adclilioool Las burden • ..,..;,.l<d by 1M ' ' ~ !"' c!i>tribultd oquiLably amorc Ill• .... no~ -~ 
Pf.t',:'~lating th• .""' P.~ I anf •!><>•< 1<> outlino, .,. bav• hom 
_,:.o..4 by th- baote pru:>CJph... I mteb• aay, l<>o, thaL we have 
~ed on thr ueumpt.ion thai. • e w-a.nt. thn kind of FedtrU 

vtnutsyslf'm which c.a.n be nadily tadjuatNI to the Nation'• require. :ents aftt r c.lU5 job is don.t and ~IH' emcrgNK~Y ill past. 
1'bt corl!idt•rt'ltionl wb1ch httvl~ lcod t.o tht oonc.lu$ion that thf' 

t JIIf'rgt!llC)' <h.•feu&e program $hOuld be fina.n~ed for _the ffi08l j)fttt 
(rom currl!nt t1Xd

1 
tal'e known to you 1nd I"('(IUl reJ 1 bchevt•, only brief 

rntntion. . 1 • • ~ daOI[('rA of m( at.onary pnefi moveHiN\tl are real, a.nd muJL bt 
a.oidtd. Exceuivt.• reliance on borrowing, tOf(ether with ioonoll8fld 
pUrthasing power, would exert. a •~rona and dangerous upward in· 
flwnc.- on pric-H. To avoid tllis, t.ht ~ax P.rogram i.A etlef_DUal. 

Th.is tax progrt.m will enablt• Ull tO cliAtn bUlf' tbco burden of deftUM 
•" t"q,u.itablr. Morfl)vtr. rit.ing national inii:Omt' arri~ with i~ 1 

~IH abili'Y to pav U.Xfl •• Noma~ ~an (ol"f!8H ..-b(othtr tbt futuf'f' 
;,;o bring gft"Ur or 1.-r abilttyand t i to tht boon•r porto! .,.;,oom Lo 
IOU odvaolal" ol tb• <trtainLy ol th• p.-nt. 
With~ fundamtntal conlidtrations in mind thf. Tftr.M\l" bM 

('OIOt 1.0 tht ~h.HJ~n lb&t. curftnt t UN ahouid pro,idt api>roxi· 
rutdt' i<acH.hirdt or Ftdtrt.l f'1ptllrli1Urf'8 during t.hP e~MV 
~. In u-nns of lht.• SIO,OOO,OOO.OOO t:c-prnditures oow imh~awd 
lor 6S(a1 yf'ar 1942, th.itl'l'qUirt'l ' ·';AX 1y8U'm yi~lcling $12,667.000,000. 
PrHtniiUe5 are upeck'd to prov1dt'r $9,223,000,000, lt.av&n, approxi· 
Jl'l&il'IJ' $3,aoG,000,000 to lx- tliJM'CI by ne-w taxH. ThE- Treasu,Yt 
progntm is d('S.\jrn.-'(1 to procluc.' !~~pproximaLt>ly thit amounL 

In cl('vlsing tills progrRm, ill -.·as n-oogniud that. dPI!pitr St\'trtl 
rttl•nt.. rtv~ions in the righ&. tHtt'Ction, the Ft"'leral rt' \'t'DU~ system is 
still hf'a,•ily \\ <' igh~l wltl1 consumer ttuH~, partieulurly in virw or the! 
t:d l•nsin• use or Auch l.AXt"! hy chc S tlllNI. Jo.'or Lhii reasoo. we eon· 
stdt-r it Approprie~ that " rtwt'nuc ll~nml designed to m~·t t•m(•r· 
gtntY dt•rt nse coste rdy bt••vily on ttba1ity .. J.O.pny taxes j() t hlit lht• 
.-ntin" sytlA•m might. tx- broul{ht. lnto better balanc~. 

:\Jt('r thHe chan.gt1!1 err ttu!l('ri tnf)08'od upOn the pl"fSf'nt n•\'tnu~ 
5yMem, rougb1y ont"--thin:l wiU 00 derivtd from rach or t he thrtoe 
rit«"g'gitt-onf'-third rrom abilit.y .. tC)opay taxes, on.,...tbinl (rom cor· 
pof'att tut'S. and onM.bint from eommodity excises. 

Tbco lmport.anM of increuing our n"lian« upon the ability·u~pay 
l&U1.. nnnot bf onratrt'8!1('d. Only t brough abilit.v·~pav taxll!l caan 
~ burdt'll!l boo dl•tributed with earolul ...ganl to iqui•y. • Comump­
uon_ WH burdrn tonJUII)tl"' Vi. i\hout 111:1rd fltbtr to in«KDt" or to 
flfllily t\f"''eb a.od l'ft(JCUI.t.ibilily and thUJ rail tO mtel tbf lf'll of tqUity. 
HcnrtTtr, tbt df'Jirt.bilit,y of abllity·U~·piY tuts il not onlv a matlt'r f aua~ing a fair-er distribution of t hf" in~~Md and total t.ax load. 
_nt'ff'U~ rellanc:t• upon a bility..t()o.pay u.xtt it (-'Mf!lltial if our ..eonomy 
15,\o rontmut 1l reuonably bi~th lto\'tiJ or national ineomf' aht r 1be 
fUmulus rrom our annam M\t expendituret it red~-

ln1th4' fint full year of lhl'ir op<'rAiion the 'rreaM~ry's ~'·enul' ptoo­
~ 

1
• '"'"'I""''"' lo yield • l>i>I'OXhnal•ly $.1,600,000,000 ol not addi· 

t1ona re,·enut'. 
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Tho yi<ld• ol tho individual 11<'1110 odd 10 a lOW of apptw""" .. 

t-~,000,000,000. h ohould bo uoW, how~vor, lho~ lho -Riai«J ·~told 
or ... b ol lbe it=- hal "''"' oompul<d Wllhow. ..., •••• .,., w lbe ~ .... 
rel•lod clftoeto ol the several P,ropoull. In oome ..._ .lhe impooitio• 
or one tax wiJJ dcerCUfi tJuo Y•cld of olbarw,. Thua an inoreaae in lh.o 
corporaLH>n tax will decre.ue the. cx«•~ro~'- ~· lntri'IUM in COt· 
J>Orali<>n "'"''"and excooo-proflto lO"'!' Willliko'IVIOO d- tl,. )'idd 
of the individual income tax. Wfl Ntiw.a~ t.bu after an allo~~ for 
thit r~ewr the ool yi<ld or tho pro.-t pmcn.m will bo appro.Q100~ 
$31000.001/,000. ···- -L I .L • • ,.,_ 

1 oboUI4 be neW ~~ mu..,, o woo"""- m ..,.. &u ,..;n net lt. 
._tvod during s-J 1~2. ~ lac in pooymeoto will doLo,. lbo eo~. 
lodion of aboul 40 .,.,_,. ol " unlil &ocel 19U. 

Thia ;.,.,.-, ii.OOuld be noW, io wbol wo oolimo~ would '-It 
from nte changes &lone, over and aoovf!: t.b.e higher revenue wbich \he 
p.....,.l ,....,. would bavo yielded on lho bui.l ol improved b,.._ 
condition~ of 1 ~1 and 1942. The indjvWuaJ ud corporalioninoon1t 
tax8 tho corporate I.'Xe('Jill•))rofh• Lax, and tho gift. tax ara 4!ttimatl'd 
on th'e buil of eull:ndnr '"'"' 1041 I(WCIII or inoomaJ WhttMI lhc o'lltt 
t&Xi..'tl inl(t!Uf'Nll w ere ~'lf:l lUUAt('(f lit bllli1108& lovell fOroca&l. for tlu.'l r.ttal 
year 1942. 
• Wi~hout. aUow&ncc for Lhe ahrin.k~go (already indieak'd) tl~ot pro. 
pc:NtOd inCtUAO& in indh•idut.l aurt..u ra1.ol wiu- raise approziJUalef" 
$1 ,521,000,000, the inereuod OI~WI and gil~ lax l'llol and md......d 
exemptions $347,000,000, and the increuec:t cx::upora.\ion t.aJ8. ia­
duding belb the .--pro.fill lax and lhe c:orporalion ineomt o.u, 
....tr $~,000,000 million Tho r.,naining 11,233,000,000 ...,uld bt 
railed !rom commodi1y uciieo, approximalely 1188.000,000 ro­
from \ol»c!co, $178,000,000 from ltqoor, and 18671000,000 from o~!W 
I"XtiN ~1)8. 

In lbo individual iltcomo tax il io propoeecl lo JU&ke ourlax.,. appl1-
c•ble wilh \.be first. dollar of t&xablo moome and to increue ~ho I UI'1&!C 
rat011 up t.o the $750,000 iuoome lov~l. No change i& propo.ed i.n tllt" 
normal lax beJeause. any inc.n:.aao i.n tJJA&. t.~ •·ould not. atroot. t..b~' 
iht('rt'tt. rocoivt'<l ou partjaJiy t.~Ax--exompt }i'ederalsoeurit.iM. 

At. lbe e.lotn or the la.at. fiJc&J ye&.r the amount. of sueh eoouritiN 
out• tanding tota.IOO $35,000,000,000, 18,000,000,000 of which wu in 
tht~ h•ndt or individuals. Tbeee eeeuriLiee am cx~pt from the-normal 
tax but. not. from thtsunax, and any incnue in the ratee:of lhenonuaJ 
tax 11 oppoood ~ tbe RIIUJI would Mbonoe lho value of tho w 
f'umplion. 
,., propooalo leave 1be poroonaf exWtptiooa ~. You 

"ill ....U thu tbo uomptiono w'" oubatanti.Ur doe~ by tho 
Rn•nuo A<t ol 1940. As a ... ul• of tha i ""!t.approximaLob-8,200,000 
new rtluruwiU bt filed in 1941 , and lhtrc wiu 6e nearly f ,OOO,OOOntW 
t•:cpt. Y!!rs. 

Th., propcJo:Jed inc~ in tblj J)CniOnal lnoome wee are aublta.nti.sl. 
~n tl1~ tin~ t bm.c:ker. or lnoome above pe.rtOnal exemption•, the oom .. 
bmt'tl ~turlu, normal t&.x And defenao t.Q rat.c is 16.5 pc,roo.ul. u 
C!OIUJ)Ifl'<l with 4 .4 ptrcen ._• under su·ctcn t; 1a w. InCre&ICI are pro1Klted 
tl,•roughout. mucl1 o~ t.lH~ rata 10hOOule but. ~O.Y t.apar off u t.bf'l \'4'ry 
h•Jth ~~ or the higher bra~b-. aN reac.b.ed. Under pr8tnl.- la••. 
• fnlm~ pt.f'IOn -.;lb no depend4"nte and a nt.t. inoom~ before ~·J•I 
•A<nlpllon of $2,000 payo 1 tax ol Sll ; tbe pro_.t ocbedulo ...,u .. ,,.. 

Lolbionolin«lme. Tho-potWOnwith 
.xto$nor2.9~ tliO under lho pmon~ law. Undorthe 

~·~ooo o<l income ':'~oranl!ft'ominraklof 10. 1 poroon\. rora 1
_.:;,;,.,s be would Pl)"fi no depondento, with a •10,000 inCOID<\ the 
1""'7'~ peroou h1 •••~ ·,..,_ the IU !rom •~23 w SI,G23, an 
man~ ,.bedu e wl 

:;'oe~i« r~to ~~ 16.~ pe:,";J.~ 11~, 1 oug(!81 thai 1,.rticular allm-
ID lho ,.,,.,derouon lap of ino,..... buL 1o tho amoun~ ol 

"""be paid not ~:;,;~r:;: of lax burden. Whilo in ~me ol lbo 
tho w i>nd d•• .L in<- oro oeveraf·fold, the proportiOn of lh• 
- toro<ktto w• tho IOI&I lax io no~ UMulyl•'lt'· -...,_..ted by mOCIII» bund.rods ol thou~ ol JOU"C IDftl 

DviiiC 1;1>0 pu~f~IO tho armed ... rvicoo ol lbo u •• ~ S~loland 
... ... boon indue .. m eompa In doing oo they bo•• fo.....,e oam­
lta« rat~ lrl"'":f-llona 'and now .-ive a bMic ~1 ol $30 per 
• in e.anhan oce: ...... from fa.l'fl\1 ra.c.lOnN, bulb. or : tb Wbetht·r d•010 ~000 !:Oderod a !ar'gno~er pen ol their 
p10r...iooal o!fieoo, ~boy 111 bo oaUed for from anyone under lbio bill. 
potwtisl earnmgt 1l an w 1 a net income of S2,500 outtido the a.nned 
'0141 single mil\ W '0 Ollfn f 1 A utent of thr proposed iuoorno tAX. 
,..,..;"" baa S2,230odl•h ~ •:1S,luoome will be $360. ,.h~ man who 
If be i:t in lhr; Arf!'t'u· tcrt! r:t!will have $4,252 lert, u oont.ruWKl t.o c.he 
'""" $5.000'" •••,'t"o ocio bo will ha.,. ss,012 leh. The wr1 ",".!~~ 
- · U h• earnt • liab~ indeed u oom~ 1o the Ill<:.,._ 
lor by thMo pro~::': '"'und.ergoinc in • ., .. ring mili~ry .... ic:oa.. 
rub lafl" num rl:: nd gifi.·IU re.;.iono oro Nlima~ lo yi<ld 
n.. ptiipooo<! "!ll .ld L- bta' ed by int,.....;ltg ""' oa\116- and 

SMi,OOO,OOO- ThiO wou ~ o m 0 000 ~ $~5,000 the IJ>«ilie 
pr .. w ratOI, and by roducmg 1"'d J! !.,;,• lax and the inluraoc:t 
f'JIIDP:tioo under Lh.e st.at.e lax ao ~... ' 
fldu!ion under lb.e tttAt.e \&X. 1 uld inereue lbe \ax 011 a &50,000 

Tho adoption of lh..., Pn>flOM 0 wo $2,860 A • •• .... ,.e ol 
ntt f'Slt\k" betore ~-.xemption from SZ20 to I it.. .;,ould JJAY 116,200.· 
$1001000 now

1
payo .t\,62~; Und~~~ PO:r:'x li•hility would b<l in· 

In uu• cllSa o ft. m•80•on .~ .. :~5,. TbC6e flguretJ refer t.o the FodcraJ 
nfl.l'fd (rom $2:28,7 t.o - • " · • d SUI. tA,. 
tu liability bf{~l'(' dtth!rt.ioritt ror ~d ~ Jda~e::nur in iteeal yrar IQ42. 

Tbetbe.ngM m th~ Jlft> t.1u' wou .Yuld• t. t..-:11 to ,.;rld l'f!:venuc n.e c«t.a(.cl..tu ebani(H, however, ~o . r-o ..,..,.._, 
ua.tll fi.o;cal l"8f 10..3. fi I.AX bf; mad.- morr. t fl'edivc 

It ;, ou~ !"U l.llnoo .,.~rolik to Ibis whtn on tbr one hand • 
and lDOI'"e procluctl\'11!: .• • ~ouu et.t&ntial p;oo&. inc,._. and, 
1hfo defm!e program • C•Ytn«' 1'1110 to au • ·mpotAett on ~trJ­
oo the Othe< hand h .. ry odditionaf IUOO oro being 1 

• j' lly allrib­
-· it is hi;bl d;...,.blt lhat the profit& dinedy 0~ "" ~to, ahould 
ltlabif C.0 tlat rt(MJ~ J)r'OKl'&In, U WelJ U a.l) f'XCf4NI \"e p 

be subject t.o flpe<:ial taxation. fir 11~4.._it•tC'CI by the 
One t.o rxtensiona in the dato of rewm mg Ae&. the return• are 

!''Wit n~o!ulments LO t.l~c Ex.cH&wPh!ta to Tax In ttl•t- ligh&. or wba~ 
11tst btgmnu"~g to be receaved. L~ as. .'g n. tlH• rovenua c:AJ\ ~e 
11 dreo.dy known, however, 1t ll belit:."OO ~hatmdit-'Pilrtieululy m 
in~ $400,000.000 .through r~uetions. m t 

the c ... ol inv01~ oapolll- and '!'~ m b"~~ be home by .U 
In •"!or ~~ 10~ ol tbo ."'!ditlO~...: ~in.,.... tho moral 

corporabOnl "'tl' ne.t.anrome, tt.,. pro~ • 
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eorpor~Uon locome tax. 1n 1hil eooneetion howey; • • 
\0 ~etp in m~ tbaL in _the paa. meny fiWei&l "'• ll • i.mPOir1.u, ,......,..s ~ <UJDplM>D from l.bo in<x>mo 1u d _..,..,..._ ""•• 
lhip of Wo.f'Xtmp~ eecuritd. A la.rp volume of ~ 1.0 lht!r. OW~~fr.. 
l.bo loo;m ol putially t.u-uempl Fed..-.! llealriti.., ~"1"" io 111 
approx~nJAtdy ·~.000,000,000 ol ""<!' llealriliH.,. hold b 1 

llftoont, 
~'!'"" that • ..., IUbJe<~ 10 the Fed..-.! moomo t.u. Wb oy ClOrpora. 
IU,.. Wtn! purtbuf.d II. WU DOL antlcipat.ed citbet' b ffi lhtlf tfltur. 
or by OOrP-Oraliout, lhaL tbe laJr benefit. r.,;m l.bem y the Oovtnuntoot 
u i~ i1. I~ ia tuuiCAirabJe tha~ any additionAl tu ~~uld be AI rrn.& 
by IIICN'I.&ing the nornual rate oo oorpomt.ions A c'!:i.bc grauttt:l 
sugg4'f!ki(J that. An increue in the oorporato ta.x 'raw cg: mgJyl h. il 
~orm of iL aurtax at tbe mLe or 5 percent 0 0 t.ho fira mad!\ 11 lht 
m(l()nu~ •nd 0 IJC~nl. on t,be balance. Tbia will • td ·?~;,000 of net 

In the fltld or ue~ Laxation, it is propoeed tba{l(! ~~,000,000. 
&.I.X('I, ~ unpo•cd end Wae rate&: ol lOme exiat.i: • num"!'!r or ntw 
We h~v.e ("(ld~vortd to &\'Oid ttcisee wh.ieb .. ~~:.be m~. 
n,_t,,. ol hie and excioot which while rod • on the bali< 
ttitulf llll int~ in tht eost of doing b~ ~ve' would ClOn· 
J>Awd on 10 tho Govern,_, and 1o the ~- . 1 uo •·ouJd bt 
:~. w~ hal"~. bo•·ev~, aelcet.ed ~ lu~~..!." =nl P!'Mif 
~""'"5u widff.r UIC!d are nolo ~ties. h. ia - .J • N !bkb. 
li@h1 ol ow over-&1{ re•·•nue !"')uil'emenl8 l.bo ltV,.':'!•~' '"· tilt 
mar .... he Nl<ed 10 pay additional ........ Tbe"-:0 ° ..._, utidoo 
~ limitod b~ ,the di.lli<uh¥ ol finding eommoditiH ':.:: ~ •.m... 
nen~ quan&JUN to bring m rtYtnue commm! t.e • h bed m tum. 
admmasc~~n. Undoubt«<.Jy, the commit.t.~,..wilj~ t f.tx:ptnteof 
th• ~billly oladdiog other oommoditieo 10 th I" AM 10 tooador 

It ,. '""""~ tha• an additional 1 u 
0 

lAt. 
lh• t_AX on ti«a,.lleo and that lhe ra " eet!'!" • packare he addt<loo 
not. m~reUO<l tinee 1918 be doubf: O~lg&n,. tobaeeo, ''!d an.uft't 
•Pj,ruxamattl.r $200,ooo

1
o6o. · 1e.e mete&~CW w1ll y1tla 

n the tatct()ry of hquor t.axaf . . 
addilional tAx of $1 J)er all 10~' .at 18 Pro~ to im1)()M In 
fermented malt Jiquol'8 .. :d 8°~16;0 d.t.fl,tdl~ epmll, Sl per ~rr~l ou 
&Jlfl liqueurs, tll t'8C thr00 CI&II8C8 ~r:er:r uc..r~ 1on Wl.DCI, cordiaJt, 

Otbf'r in(reut.'l in existing 
6 

flC cod ootivo y SI.78,000,00Q. 
$~7 000,000 are pro ~e<l in xeL~ ~ new OXCI!M to .)'il'ld 
wJucfl, sineo )'Ou •11 r.ve it 1 ~~ani ooillw•tb tho (ollowu-.g to.hedule, 

' w not bother t.o read. 

&a.. ..... 

Pa-.. ....... - --... ... ... ... ... 
•• ... 
'" .... ... ... ... ... .. 

UVDO• UY1e1011 011' 1M1 

--Ooello...t , ............... - -----::::..·:a;:::: =. . . . . -=··:::::::::::::::::::::=:- ~: 
jl~-.-..~ ....,.,_.,.. .. t(l~. •••••••--•-•n•••• ·•-••••• .. . .... ~~... ········--·-··········~~~- .. . 
t-:b.u..-.;_·~~o.r..=.-···· ·· ···-·- ···--........... t: 
~~:,...,.... ...... ~.:.::: ::::~::::: . ::::::::~:. ~~: 
)f=;:.,,...sao«~d~NdoruooltaW. .. ~~~~· .. .................... a.t 
~ ..... hdt.WIOIII'fo8...,,.f~1ni"""'Ud~•- •· ....... ·-··-·····- t.l 
~.,._1~,.,.,~u,o •••n'-t ........... .......................... -~ !·,' 

.. piiiii ....... IMrr-M!I~ llleto"'tot•l • . .... ······-·- ....... ....... .. 

=---.4...,....-ot'~........ 1--...,:'::;·' -...................... ,........ . ... •· .................. .... . 
The Treasury bu given C&ffful consideration to the relative meritt 

ol• """"' oa!N we and a group ol ex.U... on oel""t.ed eommodillN 
;. the l;ght ol p,....nt .,.qui..,meoi.O. ln oooc:lud~ Oj!AWI a gentnll 
,.w o.ax, it ,. ... not influ•nced mon'IJ' by a lmoWledg<> Wl auch a 
,...-ould !all more h.-vii,! on lho ve'T low"'l inoom• groupo bot alto 
bf the r81ization. tht.&. auch a lAX wouJd militate ap.im\ achievemf'n\. 
altho baie principl .. oellorlh in l.bo opooing ol my &18temmL. 

AJide !rom tb- general qu .. lionl l.brre..., .... raJ m.,.. toehnio&l 
- lor staying dNr ol tho ~.,.) oaiM I.U ·~ this junc&uro. 
- tb ... the following m•1 be mentioned: 

1. The effective adminittrauoo of a general ults ~ would rtqui~ 
the creation of an elaborat.e admhtLttralive elrueture entailing more 
lim• and orpen .. l.ban it warranted ill.be oal.,. tu is 10 be u.ed only 
u a tempOrary aoure& of revenue. 

2. The auperimpoe.ition of a gene-ral aah~ Won ~e existing Federt.l 
mi ... would a<ld to the oempltll<ity ol tbe Fodera! t.&x structure and 
unlcu tbe present. excisee were exempt. from • general aales ta.x levy, 
aomeof the oommoditiee would o.lm08t certainly be taxed too heavUv. 
The uso of !clccted c.xeiM'fl avoid& thia eomplieatJoo and make& po88ib1B 
fitting the rate& of tu for ea.eh commodity more nearly to itll pt'ICuliAr 
mArkeL aiwat.iona. 

3. Tho Fedl!nll.Stale Rocal eonOicl involved in the imposition ol • 
FodonJ sal,. t.u in addition 1o tho exitling Stat" and local sales taxeo 
is mitiga~ by the prooooed oeloet..t exeisoo. . 

For tbote. general and mom specific technical reasons, we ba,•e come 
10 tho coocllllion lbot it it inadvioablelo riok lh• dislocaliona in hOJi· 
.,. and ohewb•ro which a aeo•ral ..... tax ..-ould oeeaoion. In· 
s&ad, we propoee to avoid ex-perimentation and stay a.s n811J' u 
PMible within the eaope of our p~viou. experience by limiting our 
-.npoioo t.uoo 10 excioa on carefully lt'loek<i oomiooditi.._ 

We are (~ with a iob, a eevere and uneol"'iable on.e. But • • 
!«< tl>a• tho p~ ouUined lor you will do l.bal job e!!oeli•dy and 
m f~m~ to en.ryone. ln all ita t.ax propoeall, the Treuw'Y.stekl 
equ,t,y, JUS&. as we have 10ught. equal tHalmeo&. to all t.upay~ m &he 
!!Pf*l or ~e tax enmption of future ilsue& of Federal securit1~ ·~d 
m our frequently exp~ deelro (or lhe repeal of the exemphon m 
ravor of fU~ure U..uee of St.ato •nd muniCipal AOOUri.tiet. So, tool 
here we offer a plan t.lu'' we be-lieve to bo emineody fair to all . 
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62 JIK~ RBTI8JOS or ... 

btlieverou orill.,...., with me tha& the f~ IIUCI<ot' ._ 
Tr.uury trill ..... the moner for tho gipnlio &oak ohood- ., ... 
it d.iotributfO lho bun\en in • lair and «tuitable maanor .:J1 J:' ~ 
ent!ro ~ pr<Jif,.m will be """"mplio!Md wilhoul dioruptin• dt ~ 
ealing 111.duttty or our economy. ·-.or _,.. 

TdiA A .. I.-TuN.IJftf~ittf •p~DtriJINJUiv•• ~d{ti-.l•·-•1 rne•w • _,.,.,.,,Dti{)IXJo 

(t.1llllllalotdo~ 

~.,. ...,..011 or 1IM1 

T.a ... A- S.-1..........,...._ Nit.......,_ 

--- 1"".::' 

- l""':; 
~~--:: .... :::.;:: ~ 
~ ....... _ .............. . . 
........ •••••••••••••••• 11 ji,J!II! • ••IJ,OOII·-·····-········ • p;.to! .. f lt,.(PI . ... • •• ••• •• •• • • 

.. ,. .. JlfP--·········· 2f 
:=;::::::==:·:::::::::: ~ 

§§Ei::~~~~~:~:~;~;~ 5 
sa,IIIID ....... _. ..... ...... .. ............ ··········· .. ......... 1)0#10.-··---····· 

,_ -= 
i ..... ..... 
~= , ,., 
~:= , .. , ... 
·t= ··­.. .. 

---
]....., _ ...... ·-··-··-··- . ....... t:lt.GII~-·····-···· .. 

=·---········'*·' ., .. -····-····-· . .::.":. ........ ...... tl 

lfi 
.. tlii,ODD-........... a 
::-[§::::::::=: : 
:: ,ClOD:::::::::::::. : 
.. := ············ " .... . ........... n: 

~-······· ··· " OOII,(IOt.......... 14 

···-···-··-··- ,. 

53 

,_ -= 
....... .... ... .. . .... ..... ::: ..... 
:~: ...... , ..... ....... 

-- ....., __ ----
1-~~ 

.... ,_ . -- u 1-·--··· -
~ .. M,IQD.::=: •• :::·::::::::::::.:_____ .: -·-·.· • .. .: ---= .. - = 
~................................. ···~ ... 
=~==:::::::::;:;::~::::~:::=:::.·::~ .. :·:::: : ~ = t: 
~\0,14AQD •••••••••• ,,,,,,,,,.,._,,,,, •• ,., •• ....... , II 11 1101 .... 
. ..... 10 ......... _........................... ................ :: : t: tl: 
i!Eii::::~::::::::::::::::::::::::~::::~:::::::: : : k: ~i 
mac....-.• , •. _........................................ ~ : ~= '* 
a:::ei:::::::::::::::::::::::::::::::::::::::::::::: : g ~= i~! 
MtJIDBt.t~-«0................ ... ...... ..... ....... ..... .... : tf U:'~ !!.• ..,..t.tlll'lll«XX..................... .......................... 61 

.,.., n.Mo 
...... ..,~ .................................. _............ ~ &1 ..... • .. QI,OOII\0................................................... y • 11., 1{11 -.,. ......... 
...... 10 tlll,all • • .... ... .. ..... . .... .... ... ...... ...... ....... • t.l .. . 
....... IJII,I,P., .. ,, .... , .. , ,,.,,,,.,,_ ... _uoooOoooo•ooo• M .. "llf "-
=::==:::::::::::::::::::::::::::::.:::::::::••... • • ... ::: ...... ~ ........... - ....................... -... • .. ta.: ll'l, ... ...................... _ .. , .. _ .... --... -..... : : =:;. ---.-.................... -......... -......... -.. ·-··-· .. :. -=- 1M, .. 
................ .... ~-···-···--·---··· .. :'1 - · - .... 
-.-.. .: ....... -----·----·--····--··· n :1 "'· "' ~-
:=-.:=:..:-~:::::·::::=.:::::::=::=::::: ~ ;: k:::: k:: 
::=--...:...~:-::: .. _::::::::::::-:::=:;::·-~:·: ,. 3 -- - _ .... 

Regraded Uclassified



:: ···-············· ·~····· ·~ 
Ill ... - -··········-···· .. ···-······· " ... .. .. 

I ·························· .. .. , bO •• ... ... .. ••• .. ·····•·················· ... ... .. ... 
·······•················· ... I, IJ J 

.. "·I ........................... .. .. " ~~ .................... ... . ... .. ... .... ............. .... ~~·· .. .. . 
Ei 

. ... •• ............. .... ... ... . ............... 
·~= ~= 

II, , ... . . •.•.......... ... . ... 
f& 

... 
"·"' ... , .... ... 

::=. ··················· .. .,. a, 41t ... .. . 
••••• <+ .. ••••••• ...... .... D ... .. . - ····:::::::: 111,"' .. ~= .... •• , .. , .... ,.., .... ,.., 

........ :1.::-....... . .. ._...... _._ ..... - ..................... a. ............. . ,.... ............... 

=·-;::==--........ . ... . ... . 
"""5! ~2!!" . _.. .. . 

,..:: .. !!!>.'\" .... . 
••ot.oot't-1~~ ..... . 

= 
.... 1 ...... .. .................. 
-=~ ~:::::::::: 

.. 
• • .. .. .. 
'" , . , . 

·~· ~= 
~= J: ... ... 

awv•o• w• IMOii or *' 56 
T ......... _ ,...-___ ,.,.._~---

A ..... leftMI 

~- .... 'biiGft~pliM 
"-"''-• ....,_. 

-. .. "" ...... .......... ....:::::::::::::::::: ... .... ........... -........ _., ........ .... "" :::::::::::::::::::::::::::: .... ..... 
:k: ..... ....... _.,, .................. ....... 

--.... ··-···y·-·····-··· lifo .. ...... 

1':7;:~: 
::= ....... ...... 

.. ::: . , .. ·--s.••• ~-... ...... ....... ... ::: 
~::= 

........ ........ 
11. .... ft,lfl.flllt 

....... ...... 
·-· "" -
""""' 

,_., 
•• .. 
• •• •• u , .. .. ... .... ... ... .... ... ... ... .... .... .... .... ... , .... .... .... ... .... ... ... ... ... .... ,., '" ... ... 

. ... .. .. 
u oo . ... . ... t: 
·~·· :: ..... .... ... ... ::: t::: ·-­...... . .. .. , ... ... , ... ... u.-.• ........ 

_,. ... 
._..., ·-

... ... '·:::: , ... 
••• .. .. . .... .. .. ...... IU,I 

... .. Ut.O ...... Hl. t 
ITJ,ll6 .... ... .,. .. . .... .. . ..... .... .... .... ..... . .. .... • • ...... • • ...... .. ...... ·' 

Regraded Uclassified



Mr. Uo&Hlf&. J have juafl ~wo qucwt.i.ooa, ~r. Sullinu. On 
of you.rrrepared atatemenll an relet~ to ~u~r tu&tion,_yore. 
lbroo o tb•m togolhor woth an Nlomatod J'ield ol •178.001) 00:,' 
Could you breok that down in iAl whal you lhinlt tbo ri•ld w<nild ~ 

10
; 

NCb onool tllilthre<T • , . • • 
Mr. SuLLIVAN. Yee;~,. sari I ca.n. Ou,tilJt!d epmta, at the rate of 

increaee of Sl ptr ga.llon, $1 2'2,300,00?: fermented mala. liquo,.. u 
inert:~ O( $1 a b&rrt), $52,800,000 ; Wlhet1 cordiah, and liqUt'liJ'It:: 
;1,..rraaool16" percent, or ,2,6001000, maldog a IAltal oU1n GOO ciao 

Mr. Bo~tHS'L The ot.bt-:r quetttOn rtlawe 10 your lt.Atftnr~t al ,._.: 
botl<lm ol pogt 3 and the top of P"'f• 4. I wonder bow you attired at 
that dilfttt~~tt bttwtM .. ,000,000,000 and A

1
1100,000,000. 

~lr. Sv•u••"· llyou will tum to uable .11.-1, you will notict ,.,.. 
there is Liattd in this eolumn the 'Yarioua NDOUDta of IDO.ne-y that " ' 
proeoee to raise lrom •ariolait IOUrt'f'l.. Now, if the cotporatiort l&at~i 
are mere~, ou'l or theoir eamlnp corporabom will bavt that mucb 
IMI money co diatribuW to ltOC:kholdere who, in Lu~ will hav~ that 
much I eM income upOn which t.o pay in(\ividual income lax. Thia if 
an l11u8,mlion of the way tl1t'lt. mtwy or l hCik.' ta.Jces a froot. Lho N'Otipu 
from other li.Xt'S, tlt fltl•by J!•·oduamg thaL shrinkage. We do not 
&Lltmr•t tAl tell you that. lhatas going to bo exfteUy S46t ,300,000. \\'r 
t"ould not t"Stimate that Ill dOIU'Iy a1 that. If we are withir• 10 or 
l6 f)erttot, .. ,.e are doing e ve.ry ~ood job. 

Mr. Uost:txL In other •·ordt, you did tAke into oorWdtntion Nt'h 
on..- of thMe indi\·idual tuN-, and you did not necessari.Jy tU:e lpproJi. 
nootdr 10 .,....... ollh• wbolt. 

.Mr. Sl'LLI''AS. No, sir ; Wft dicluol. 
Mr. BoEHME. That is all. 
Mr. TwCAo•'AT. :\(r. SuJJh•an, lam interftll«< in youratatemen'oa 

p_~ga A, in thea«ond paragraph, where 1ou rcler to penon&l t.1enap. 
liorl$, whit:h you feav~as they &Fe. In VIew of the. ract that. they Wtre 
subttantialJy d(lrerea.'K'd in 19-10, you le.ave tltem u they are. You 
mentioned tbat 8,200,000 new re.tum1 would b& filed in 1041 u­
noeul~ of thl,, and that there will bfl nearly • .000,000 new taxpayert. 

Mr. SUJ,.t.IVAN. That. it right.. I do noL think that it an tdNjuate 
t t..aternent.. Jt i:s not merely cbc fact. tbllt wo uc having 8,000,000 
new rclums and tm adtlitional nur:nber ol Cu:paycra that led ut nol. to 
rl'!<'Ommcnd lol\·r.ring tlae bu~ The fac.t. ol the metter it that t6da1 
a.n unmanit'd pttSOn Nming Sl6.38 hu to file. a t.a.x return. I! he • 
,..ming •16.92--

~lr. Boauu::. In .-bat poriod ol tim•? 
~~r. Suu1v.uo. A ... ~k. U hfo;. earning Sl6.92 a week, tbat ttlht 

eqanvalt.nt of SSSO. hils ptoriOnal extmption P.llll hi! tt~med incomt 
trtdic. Ea~ any1bing ntOrt than lbat, al it was not olfwt b.t 
otb~.,. dtdurtions, he would ha,·e to p.ay a ta.x. 1 IUD noll conviat«d 
lhL it would be wise aL thit lim~ f~teing 'be danger o( an irK"-rt'fUifl in 
t bf\ ,OO!!il ol living, LO try to t.ftkco fncome taxes !rom a ~l"$0n r1rnin, 
as I•~Ll f' All. SJ7 ~ werk. I u.n givo yon thr oompunble figur""' for 
lllltrt~rd proplo, tf you would hkn to lutvt• them. , 

Mr. 'ht:AUWAT, Y('s; 1 think that. would be v&luabl<'. 
~lr, Sul.t,IVAN, A married Pt'l"80n now earning $38.4.6 ft wetk it N"' 

(ltti':t•d to file a return. If hC'< or flht earns $42.30 per wec"k, that .i• Lltr 
&Jutval t~tlt. of $2,.200 a VPt.r whi~h equals the pe:raooal e.xempuon of 
S: ·~ plus the earned i~mt trtdit. or $200. AcoonUngiJ', auy 
•••rritd pe,..n taming .. a • w~k would bt obliged to pay • '""· 
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will go~ 1hoee this afternoon .. 
do no\ havo an1 oomputotoon ol <hooc yell 

ha•e no\ ye~ llmvod. 
during the "h•uinp on tho Rovenuo Ae<ol1040 

_.. you a1too f'Ol...-.d 1o -"'• l~t t!'•t lho man going 
)Jr. malrinc • much biagor eonlnbu!-10•· !• • "~!.! Llwo 

.,. o1oe who • otiU omployod. 11 lhat idoa oo <am OUI. 
;, o1oe ....,a~ no< t, a t<!dudioo io_ lbo •xem\'IJO!" ':f." ;r '-
d$ o)ooald -~ that lho man m lhe otn100 • m 1"C 
,. fqu!iu tho aacn I invol•oa. I lhink, two qu<Otlons. One io 

Mr. SlfLL!"'A.!f. Tha ,Dlf t.o pt'Opl~ whoee income is now I• l.h&n 
,..king the oncomo- •\', m 'od 
IillO a single, or .,,000 I mou;,li~:r dol ending lho Ia<.\ that you 
M~. ~IIB·'0d'!A y. ~n~;e:dalion for towering or the baee. 

lM! no~ rodu mg • . • t t 
Mr Stl Lt.:IVAK. That. Ul ns _, ~u on to ergue th fl.t. th('l OH!.II in lhc 
~.lr: Tttt:t\DW;'Y· A•~~.~~~'!!crmfe' lhan the man who e\Ay homco ami 
n·ict are m11k1nft" K•v 

"... m~ be eanmt¥ mO!'fl1· 
.. -py • Tba\. •• corrtet. 1'b 1 

Mr. CLLIV.U~. Wb' I I th.iuk i& more or lew corl"ffC.l. tn or_e, 
Mr. Ta£ADWAY. It' me ualit.ation u betwf'en thr man tn 

.toy oloo•ld lhth ""'b:,"'~ .~~ up.~d th• id .. ollow•rilllt tlot ua.x baet 
&Ww:~·not, • at e d , mont't' 
(!{ thost who stay at l~m~ ·~ =in the ~"~"• whb lilt peJ, hie 

Mr. S~tJVoodA:ot. lt ~hll1~, \~in• his medical attention, it, f'f'CfU'inJ: 
alwher, his r h' ~ ~L 0 

.. ~.u almost u mueh and will have •• 
pcObablr altoget r.r m we ""M>" .. ~ he ingt an who il tAtnil'll 1880. 
muchlel\atlhet.ndortht)'ea~b':t.\s :ru~d ol courw, th•t. iA a 

~lr. T'R&A.OWAY. A~&unung" ' 
matter of argum('nt m~r~ or 1eee--

Mr. SoLMVAN". Y.NtW; tt. '~· ,1 considering tho Agu timitationjj .of 
Mr. 'l'RUDWAY. &vorl< I(!. CMJ • & u or men in tha serviCe 

the Sdeeti\·e Drah Aet, you arc gettin~~ their lift. coJHng, ritber 
ollat probably h•v• •lftlA!Iy go<O..n °1 
professional)y or m a butmeea way. 

)lr. sm.Uu!<. Tba~ it riglo~. ugh ou .,., equall&U>< tb• 
~lr. Tauowu. Th....rol"t', ovtn tho J . "t from lho oU&JOd· 

.uer in dollars and et!lftCI, you are oot. equ rzmg t 

point olluwro prnapoeo.a. . marl<td dioparity ol ...,rill ... 
~lr. SCLU¥AN. No. ~~re ~ • ~:~f' re of an &tJUMM&. whr ~e 
~tr. TauoW'AT. Then were • 1uu mo 

.._ abould bo lowerod · lh . tlo•"' io air 
Mr. SoLUVAN. There ia an IUJUmeot tn:~6 ropoMI11' aubmiLted 
Mr. Drnout.. Mr. SuiHvao, tn the ten.Ultt . PDCI l\l'tment. had in 

here by the. T~aaury, 1 take it. th~t. the Treu~lt. Vn otht_r words, 
mind the (aateet. po~~ibla, liqu•d~tiOD 0~odth~""( ~n 'AbB01ut.c minimum 
a reduction of tha dabt.-hquadat10n pen "" 
in" number or Y~AI'Ij ia tllat. righc.t 

Mr. SUJ,.LIVAN. We look bofM!l~lly to thjt da~~w lt this: It it wile 
Mr. Doxooru.. Wbt.~ I am ">'!"« "'an exp ore or would it perbapo 

on our pan to tax te * 'e .,,.~.Jlim:•.t. . 10J::i!'ng n.an if ,..,., ins~ 
lot bttltt poliey, and moro pruuiiCioi<O m ' 
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RJJVli.'<Oll QYI&IOII or .... 

o1 ..,.,. "' lripo ou~ lbe delflli!O -u, •bjda have .,_ _......, 
in .U 101111 ol a oatJOnal dtbr, 1ft a ahon biDe, do &hal. over a""""" 
period ollimeT . . . . 

In ocher worda, what I have m miDd • lhit-1 om lt)'inc I<> I1IAio 
mywll und<rttoo<l aa boot I CIUl-IUppooinc lh• chio plan .,.,...,• 
plat .. tho wipi"' OUL of lbe dol- indtbiA!dnMI OYot a poriod O(S 
1 .. ,. • • a ur1.1w high t.ax rat.o bNia, would it h6 betc..r 10 do lb&t 
or w~uld iL be beLlrr LO proceed on a lbeoty chat wo liquidate ~ 
del•nl<' oblf«ation over • period ol 12 y-T 

Mr. Sut.t.IVAN. I think t.hat..j~ mi.gbt be w~rtlJ .while to drvote lOme 
time to the thought of .-mortn:mg tbeea obhgationa over a per~ of 
yc1u'il. lt. would be, l say, i!BJlybody could roroeea wha~ the "XI•~11d-. turt'l would l.x>, and H we could forecast beyond the ne.xt. ocuuh~ yw 
with "ny d~n!t of accuracy, what our revenue w~ going to bO. • 

I tllink lhlt tllote t'A'O lMponderablt'8 are 10 incapable or -
rOOueOO to any well~efinod limit.a, t.bat. 1 rather feu tllAt. we "'Ou.sa 
not be ..,...mp1iobing very mueh il we plltlued l.baL oouree. 

NO'A' , in r'8p()n8e 10 tbe other questJott implied in your lkttmftu 
u to ..-bet~tr or n~t. it wo~d. be _deeirable to levy all ~bl~ l&I8. 
m1 ant• tor 11 that U\ lilY opm•on It ·wrould l\Ot bt. l bcllf'Vf tb1t .... 
Jhould ltoVV all O( the taxes that. we caD NleJ1 le\.,. wilhout 111ltf'• 
ruplinte th~ (l('()no.mr and indu.s.try or the nauon, and ttiU Ira"' 1 
tul»canU.J ma'Jin or are,y. 

Mr. OINOKU.. or COUI'W, I think \hat. we are all tgrttdt and I liD 

1un- that you are in ~ent wilh me lhu. every ~hi• pmnt 
<bould be •kimm"'l oiJ ,.-hich mi(<bt be gained I rom thaa Mr.., .. P<Oo 
grwm, or th.11 the vtry ma.timum should be broutr;h' l*k 10 ru" 
tli f' are •bit' to bring 1L bt.c.k into the Treasury. 'Wo ar" '«ft"''C.I on 
th•tf 
~lr. SuLLIVAN. Yts, lkr. 
Mr. OINOELL. But what. worries me ls the quef'tion or diminlahf!ll 

n•llanJ, which occurs from time t.o timo on A higher tax ret~:'. 
L,o~•t us Ilk(' it<'m A, I will rofar to no specific item, let us takf! 

il4'!11 A. SllfJIKHI(' t he OOI~!urnption or producl'' A,", i.i lodtty bringing 
Sl 00,000,000, and suppos.mg tbat wn levy an addlltOnfll t1x oont('LU· 
t)lsting $20,000,000 more, but. supposin~t that we rcc.luc.c tho contuml>-­
lWu o( t lutL 1Jt~.rtitul"r product so Lbat mst.ead or bringing in $20,000,· 
000 mOI'C', h mi~ht bring in I~ tlum it. is bri.ngiug in lod1y, it m•y 
only bring in Sfm.OOO,OOO in.steed of as it ianow, SIOOtOOO,OOO, 1lmpJy 
l:H.'t•u!M' tht t'lCH8ivC' tax has raised the OODIUDH!r pnce 110 high th.el 
tlat' oon.tumt'f' quiLJ buyi~. or m.ateriaUy rf'!ducet bit oon•umption. 
• In that N.!IC' ..... ha\'e ki$t. $2.001>t()OO, or $3,000,000 or $5,000,000, 
Ut~Hd or ba,·i~ ~inC'd $'20,~,000, in additKm to ti1e r-et ~~~ •. ., 
han• !'0111nbutt'(l ''«Y n1atmally lo the. un('mploymt"nt quttntOn by 
rtdtl('•na tht production i.o a ~nu industey. 
~ow: • hat I •ant ~ lHo ~n&in about in the analyti.J of tbt ¥i-­

'klullllf'm ht rt", tubmnttd Ly tbt Treasury is that. we art '~" r.t~~~: 
to by dm•iflitbu)t' l"flUrt111 inc:rN.Se th~ ta:c: ed.et~ul.e in the incliY"KIUil 
, ... >~~lmlallNI h..,. by you. That might a~ply LO almott anJtbi~. il "'•> •pply IO •hno.t auy ite.m on the l~t~ 1t, may appl to laquor lnd 
mra> ttpply IO bt~ .... and m•y apply t.o aorr. drinb an may •PPI.r lo 
Jt•"'iuu•: I1Jo notlmow. 
"' U.ut •h~t lam trviug to illustrate, and seeking 'nronnatl.ou on, Mr. 
!Sulltnn, lf lboUt tlu.• qUl'Slioo or dim.ini.t;.bed rl'\Urnl, wfl(lre lhC' tU 

~:...>.· oYor and abo .. l.ba~ I wont lO make...,.,~· 
.... it lilt ... UJ!' ....,...,1 is goinc I<> bo Uoed for d<f ..... , boca-chat II 
aJaal _...ollhia mo~':,.;- .. c1o. You .,.. iD acr-ml lrith me.., 
;;...ur•""' W6 .... --~ 
~. s.n.tJnM. ~·~·lhaL is all, Mr. Cbainnan. 

\lr. Our•.,._ Mr SuU(van you apoke ol l.be -of l.be ounu 
~r. Coo'"!""ihe ..;,1111ar tar.', ond l.ba parocroph _borer~ lhaL 
~ of ~I)O(M!d in tba normal t.ax beea.ute ~1 mGI"eeM •n tha., 
,., chilli" 11 P~ec~ tbo inWMt roeoivoo on partWiy t.n-u•mpted 
tal wou1d no.ll. 
Fed....t""urataea. Tb t ioright. . . 

Mr.SULLIVAN. N u • matter or long..dm.wn.-out. dt.JC.UIIlOD 

Mr. CttoWTH'&K. 
0

"''about. ua loe.ing 10 muc.h revenue from that. 
0~ a number .or yeah':~ lo tho total ol lho .. oecuriliea p,...wnably 

of aec.unue., w I ·u T 
~r.ilbeld; l.batil"-\heFed•r11211"""~ 0:000 Federal partially exempt 
~r. SULLJ.VAN. TDC'r'fl are ' ' ' 

.lito. 000 000! "ft:. C.oWTH~Il.yT.,.h•!,_~ 'thc'::da:O"~OO,oOo,ooo partially exemp\ 
\lr SDl.LJV.AS. l • abo 

·i;.. ol federal ll;ffi<'""' · · .., im- a sunu 
~. CaoWTII·n. Nt!~!~;,~:~·:,u:er~ an awful lot of w: 
n.lhocagbL com,.. lrom other .. ...,.. in order LObe abloLO~at 
1 P"'' amount o. t.ax ri&X W• .,., loading all of lbo olhor 
&bat duough ~u~ 'fn':J!'.. witt. 1 comparatively_ small amoun.~·­
ldlo-'lpreuy N"Y . in to make any d•fl'ertnu to UH:I" 

Mr. SuLLJVAS' •• '" IS no'- 10 g aJ tAX you are going to ta.kt i\ 
... brthtr !OU eaU 1~ a aun.ax or a nom1 , 

any jus~ the p.me. Do think tllat. we have got to keep the nk'l 
~lr. CaowTHER. you 
b"'k .. tkALI I ' as,1~ 5 v•• Yee·t.oge~that.amount.o moncJ . ·nrr 
., r. ULLI ...... • . tJ at you are c:ommenc.a.o.a 
~fr. 0ROW1'11ETt, Q( COllt'it\, (at.~ecm& •. t? ~m:· is tbat. where i'- 001'11-

tbe aurt.ax right at Lhc finn o ~odO neu Lnw ' 

mrncc'l? • 
Mr Sut.t.IVAS'. Tluu. ,, eorroot.. 
~1.r: CROWTHER. That. is ll.4 pera.cnt.T 
~.lr. Sut.L<l\'.U(. Tbat 11,10.6 J>Crcen~ ··tl the fi.r&t. crack OU'- or 
~lr. CRoWTJJ.EK, That ll 001HIIl611C.mg 'tli I 1 

lht box! . N · • ot going LO make any 
) Jr. Sm..Lf\'AS'. That. is nght.. • ow, u .. 11 n or .,.·bt-ther you 

diff~ to tl1at rt:UO'tli' whttJu•r you eall IL a aunax 
noll iu normal t.ax. id from chis ocbedule 

~lr. c.o...,.ER. w.u. I tu•l got that .. DOl all eeL ~ intereat 
btu~ it $1ofS a_ny iocn."&&ie m that ta.x ~"'ul!' particularly to gtl a&. 
rfftirfd. h . loob u though we ""' UMDg_ 1~ h intf'm:L 
ll~ll r..uow forth{" P.arti&lly t&X..f.Xtmpl tw.:cun.ltesn::.~r e 

~lr. S\.."l...JV \S'. That is why n an ubmng It, bu.~ the bam 
)lr. C.o'"'"Ea. lt litflDI u t.houg you ~ 

down to kill Lhe rail. . . nd 1 tbink tlaaL you 
~lr. Sct.LIVAM. 1 do not think that tbat.das ~· ~n Lhi• BC:htdule. or 

will agree "'ith mt. No" \ whether you 
1 
c;J . who bas thl' t ntall 

11ny other ~tbOO.ul t', you are goini!C lO l-U t 10 ttl\An you ate taxi nat 
amount or inc:ome a very mueh IIU'K'er amoun 
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a~~:YWYUX &atJutM or liMI 

him - · Ia ord.,. 10 ....,. m bolullial odditioaal ..., baYO 10 do lhet.. ..... ,.. wil 
U 1"" .,. ~ 10 molr:o lhe f.&• >rho ......n. ill 0 

..... 121 or 120 a weok, pay a W it ia DOL P.i"' 10 = ....,b' ... 
Y..., ~ whet~ he diKonn lhet in Lho -laW U.... • 0 un fill 
t.ioa Ill luor or pan.ially uompt -mtt .. of ....... 11M ....... ...,. 
lhe ~ bank bu a oizoable amolllll, 1.11d Lhia bill ,... ~"':t"' t1 
"""" a way that ~· banker ia not goiug to pay tmyw ••• , ""1 ia 
from thtM eeeunlUll. 

00 
,..,. 'DOOiat 

Mr. CaoWTII<R. I am not oppoood to Wing pan'.U 
teeuritiet, l b&Yfl away& bean aga.mal. L&x-atmpt. I«!Cu ·U 1 ea•p& 
with m,r coii•O«uo, Mr. Trnadway. We ba•o had a b'w'r' ~Lh• 
yoaniO do away with them. I think lhet tho Con b • ...,.. lor 
bill twice, II I tt'membtr ool'l1lClly, to do away ,.;fh"n, uP~ • 
but thoylool out on tho other oido1 in lhe oLhor body f"lbi00

!•roly, 
we have paliltd it. at leul onee, ane1 1 think twice · 

0 110 
tbit 

Mr. Coo•ao. You m01.11 PA-' Lhe Ho- . 
Mr. Caonooo. YN; tho House. Hao tho Tr.uu · cooeident~ in figurin_g on geU~ eome new re•enut ~ ~~~en uy 

10 ptftftlt UKTMif on tmport&, on un:port dutiHt pu a 6 or 
Mr. St:LUV.lH. No: 1 think not.. 
Mr. Cao..,.ao. ll'o ""' t.uing .U ol th- dom..UC ,.,_ 

ahoulcl we not tu •hal ia coming into lhe OOWJII)'f -..... w\.< 
Mr. S"'':'-1•••· I doubt. if that u going w a.mou.nt. to for aome hme to t'Ome. "~f!I'J m-.. 
Mr. Cao•'ftlllt. Aft our im.port:s so small that. i• 'II to much! - .. W1 ool. amown 
Mr. Sow••• · or tou-, .U ol th- oxcioo 1u 1 

oommodicie. "'hen th(lly come into the aountry M •PI) 1 to t.how 
~{r. Cao"'"' u. That is .U. · 
Tbe CnAIIUfAN. J think M.r. Knuteon is nut. 

10 ~;;_ K .. ~~·,~fh~}" .:rr.:.oro told tha~ tho Proaident wantocl 
Mr. Sui.WYAN. There w.a no ~tatemant. mad b bod 

:~~1. ~o~~'!r"J,~Cory, u to th~ amount. wo b:~ :'\:vo'r.':i 
me.u.L"Jte.r the moot in~ utb~ :!:~~re!:f10~1vo .o ... udl. h~ &ll,to-1 mom.,.,. ol both ho I Th • -· monon 1 
that. bu eome rrom ~·~" . ur;wd-SI·soo e onl1 r-ecommendation 
ol t.hoee t'ltimatH but. noth:~~ .sf ' th,OOO,OOO .. I, too, aaw all 

Mr KH I hiD :"""came rom o ...._111'1· 
claM : ... th'"""e 'dM ••. t ~ It came from 80me Seoalorl wbo are r.\btr 

• - " m1n.11tratton. 
t~~·~&,...:: ~~::C,:.h&:;;•· of S90,000,000,000 oalioaal in<Omo. 
~lr •• Sew•••· W~ ~ .lhet 1bia bill will ...-. 13 ""'000 

1114
i •· that amount ol """ w W.biliticoo will be ... :.;.1\n ~ 

$~~ ~~· lithe ~lioaal iDeomo is .._j,ed ;, lbia fip~ ol 
,.,.,._ ... .:,. • u .,~ '"tunaled this morning I 1biak by one ol tbe 
., thil t"im~lat,...-N. .-ould there be need lor t.bil $3,600.000.000 

Mr. St•WVAN YM, · . h uKlQlue., tuC'h 'but onfr, 1 ~fie would be. We do not. tu: nationAl 
In th• S..rtllry'o A ~peeR I oogmeae. or Lhe nat.iooal in<Omt. nn epon. for the 68ca1 yeer 1940 it W'll 

""""us UV1810ll OP *1 Gl 

· ted that ..,.d..- ........ -pilot» lhe. niltinc IU -UI'O :!:i __._ appro»malely Ill )C!O,OOO,OOO Ul ...,...u tax liabililloa 
'";,.,.. ;,..-6 wlft 10 aelo;o .. ao 1.110oal lonl of $90000. 

i!lho,.;afor ,.Ytn!Y~ '""'..W..OtMlhal.. l J;lan P.YIIl ~b. 
OOO.t:'A-1 -~ ,r1lJIIIAI-~ ..... ~ •...t;..led in lhe f-­
- · the ..,. of the iDOQIIIe tuN aod Jlifl ....., baaed oo lhe 
!""" ':levels lor eaJeo<lar '1- let I. '""'ollwlr OltimatM ~ buod 
iDe!"' mo levelo .. w...led lor ~aal!- 1M2. 
""~ IU<,_" Tbal ia on tho of SOO,OOO,OOO,OOO. 

Mr. sm.uv•w' That ia approximately oon-ecL for thole Mt&m...­
~~~ " ""' b....i on inoomolo .. la (!lltimated lor fi-r year 1942. 

wb~{r J(MUT&ON· Now, if we oont.inue to take the inoomo away from 
b~.,;.. thrOugh t.uation1 ..,~..., are "'!•J going to l!"t mooey with 
,mieb 10 expand and provrdo1oba, new Joba! 

Mr SULLIVAN· Well, alter they pay their corpora~ tax, if l.biJ 
.,......;... is adopted, 7~ percootof \heir Income will be leltiO lbem. 

~lr. K•tm!O"· II ..;u be Jell to them! 
Mr Sv~trvAJ<, y,., , . M; K.vtm!OS· What btoom"" of lhe do•odendaf 
M; SCLUVA" · Tbe cfiYidtnda and tho exparllion ,.;u hneiO oomo ... oi tha• 70 ~~. j1114 u thia ,_ tho di'Yid<'Jida aad ............ 

JaAd ., eome out of tho 70 porcent. 
Mr. L'CVTS01<· Now, I ha•e iD !ftind one of lh6baeet wv eontnd. 

_.,.in the OOW>II)', r-led m up.Siale New \"on. They haYe 
~y Jatrwaroont.racta. and baYO bad fOI' a7oaraod a ball. 
'The eompanY is w~l op..-a~. economically opera~«~, aad yd. th~ 
.,. not l'Oying a thlllf on thMT oommon IIOcl<. aod the lut 6aancial 
aaument. that they .ued wu that. tbf'l'fl ..-u not. any hope, oot.­
oithltlnding that UU. ooncom wu awarded over Sl:iO,OOO,OOO in war 

-- Oo • "-·-'- ··---~lr. StrLLIVAM. I am glad that. tbe vemmeot. ., Urfo,;...~ ~ 
nreon\I'I.Ct& 10 cloedy, air. • • 

Mr. K~<OT&OM. It ill not very good lor buoin-, though, ,. 1~! 
What is that. oonet'm goi~ lo do W'hen the war oootraete are over •I 
they are. no\ ea.miog anJtb_tng now1 

Mr. Sv••"""· What thoy did belo...,, I gueaa. 
~[r. Kl<v1'1!0H. ThoJ did not pay 1.11ylbing btloro. 
Mr. SULLIVAN. What. ill their buain.-T . . , 
Mr. K.<OTBO•· I will ~II you oonlldH>toolJy whto the b- 10 

Ol"er. Mr. SuLUVAll, or ....... if they did not make any money, they do 
DOl pay a.oy income tax. • ~Jr. Kl<tm!OI<. 'I'bey ""' malring money, but the ao .. mmml 10 
LWac it aU. 

Mr. Sc:u.t••"· Well, aa btt..._ the otockbolden aod the Fedtnl Go~t, you canDO\ u:pect. me lO make but one~ ~w •. 
~[r. K......w•. Lot me aak fOU lhia. We will ban lhia. --: 

.Ut<r aU the people wbo Jive '" thio <0111111'1 baYt got 10 lin u • <;II 

.. \:ndo Sam, aad il you bleed them 'Otbiw, of toone Undo Sam will 
blood elong with tbtm ult.imat.ely. 

~lr. StrLl.l"1'AK. Y e., indeed. . . . ~lr, Kl<vno><. No,. auppoae rat .. lilt• lbia had btetl 111 died 
"""' <he ln...,at~ Rarveaw Co., that 1110<1• jobs lor. forty or 
lifty tbo-oo people, 01' ba .. n>Odo thtm a t the preoent tune, IUP' 

, IMS--11- Ke. 1--1 
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62 
- WI W..0 ,. ... bod bem iD ~ lloq ,.... - .. u 
iaioo&l ......... lhoir pa~ liM; aa4 ... u.. could iJ -- ""·· "'" could - d .. olop a lf*lr7 Ford UDdAr lhio 11ft' .;:'1 li'otd; ,_ 
~ bu """"'"" .. """"' jobo ...... ., ,_ ... lllrot ~~ 1!o 
011 ol ..... biolory ollh~ - doL • 

Wt. Suu.JUK. J think lho e&miDc r-.1 ollbooe oom · 
you hove named would llhow lba~ Iller eoald baadlo ~~ lllol 
poy thoir ..,. .... d oxpood jun u mudo u Lhoy hove •a.,., tad 
Tbtro would be !hot mucl1 lea lor tht olo<llcboldl'f" tba~poadc!d. 
lr'UI' Mr. l\.JlutM<lin. ' ••. qu1~ Mr. Kx.,.,.ox. Tht,..ooncernolhohroootllhowil'lll a • 
oominp over And above thcir lAX rnquiromo.n~ woutN'./ pl'fQiablo 
w the Ooven>mcnl her .. rt ... lor 6n&noing, wo:Ud lbo., .~~ to ~~ 
lholl tho bankof ., ,._ 

Mr .. SuLI.fV••: I do not know .. You would pO\ ••~I ua 10 ai 
• p&rtaal txtmpllon to .. oorpo:ration lba t. wu on.tr ~lnao • !• 
amount> to ita •t.odc:holden, would youf & etr'-t.tn 

~lr. KNV'l'IO!'· Thot io not ~~~~ point 1 om trying to cot at. Tb. 
potnl. I am uyang lO make as tlw.: That with thNe tnonnout 
lhol !'' '!"" gou inc ...... ., to load"!' to bWiin- il ..-iU bo ao ~ 
that .. w1lh the eunu on corporauonsr '"'~ .. - t. . ~t· St w•.ut. \~ N ; the prf'.8tQ_t. nte ia U ~\; 1f!at thal ill 

~lr. K>IL,...If. And tht7lound lbalburdeJll!OIJlo in IOllly i 
10 -~ .. it go!oc 10 be<omo of tho ..ponsion pn>gram in u~ = 
pro,·id(l; nt w .aobl. &nd on· muk.eta for raw materials? 

Mr. SU&..I..IVAN'. Of ! .. t.ot.al nes. income, the corpora.liM will beve 
6 P<"""" I ... loll to I!IY• 10 otockboldeJ'I and for uponoion 
~lr. KNUn<lN. ll'li.)' do not they do it if they bovo 6 pe".....,ll It! 
Mr. SoLWYAN. Wily do lh•1 not do wbalf e 
. Mr. KNUT80N. OiatribuiO tho 6 percent7 
Mr. SUL~IVAH. You uked me wbat wu going t.-o happen U thl'll! 

':"lt't wtnt mto efl'PCt •. and a. eorpoJ_"&tion lhat. is nol- eubjae~ to tllNe 
tXCNI pronta tax c.~trrung $100,000 m 194.0 paid $:l4 000 in oorpo t.e 
L"'"'land hAd 170.000 lor oxponsion and dialtibutio;, ol dividend: w 
otook •old~n. Thi& Y."''· tha.t """'"corporation coming • 100000 will 
have &Va1lable ror diatribulton to aooekbolden and cxpan~on n t. 
176,000,, but 170,000. • 

0 

Mr. t\!UM'30N'. Well, tha~ ~701000, that is not only lor upanaion, 
but that. if ror rrpla«ment, te•t. not, they mu&tt u&e i~ for rtplaetn'H!ntf 

M.r. St!U.IVAN'. No; rtplacement:a are taken ou&. .in computio~lhoir 
!'tt an~nto, ~lr •• Knutaon, thal is dedue'«l before Uaeir tasa. 1 
&ncomt 11 dt tt muned. De 

~lr. """""'"· I hove !w.re a ~rlocnu:o that wu -t 10 1ho Cllair­
!""'!"":1 l?'ftUme that all of tbe membuo of 1bo oommitiOO ,_jyod 
·~~~ ~od by tho pmidmtoflha NalioWII Smoll 8"""'- Mm'• ~-hoa: --
~ ~uea &i~ c:a.rdal ~tioo to • t.aJt o1 1 or 10 .,...,-

:~...:-dS ~::io:~ 'tua~ ': ~· ~!weuboe ~ ~ 
!~~· 1:"www ~·~ ~= =6~~~lr ro'f~,. ~ ~~ 
cka\'1 ==-~ ~~~·: C::":,!lndd ~ore woul/ be In u:f W'lth lM =­
_..7. - pmnltl<d ... pro411 by - al ... 

_.ecoauv....,.., ... 
u t:O' \0 .. ., to \boN a 1 +·Wmt! :rs:::.!':. y 0110 - 10 Lhe propoool Jor a - .....,._ l&lc 

~·or 10 t:""'•T 
"t..K.~:,; ~ ..... <ONid....S 11m, ADd lba -laadillc· 

lolt· ~:f' JliO~ moaro~.iiLhe• i• ..,.bloolha•~· 
.;,;.eo .~ - or 'to oo\ OAicle u be P"'• I Will that will · 0 
,. P"Y .. -.•--.• llo • Mar<>b 
bil,..li•b~~~ l~~~o of '3:1011«•r i. 1bo diouimination r.pina4 lba 
-~~r the inabilily to •nfomo thai oomo propoool on ogrioUh ... ~ilbo ~n prot.,.ionAI pocll~•. ond on ooll-ell\ploye... • ••':f,. K;;,.o •. Would no• lboy make \be IIUJle reporl lO ooyono 

~Ir SuL-L.IVAJrf. f tx~K your pl.l'don, I di~ notc.atcb t.lt&l. 
l.tr' Kstl'l'fiON· Would no• they be requ>red to make the OlllJe roper\ 
• · .,.d 1 ba•• 10 make? . •[t' SuLJ.JvAP•· WtU, tbia t. _.otbing elle. Tbia io a w !hot ia 

lotld .;.,, of a teUow's w~ldy P">' eb..,k. ~tr K!'(Vf'IOK. Well, you eould ute the 11c.heck~ff," tb~aameu Lbe 
~· lbtJ coll«:t tht:IN al. the tiOUtcfo. 

Mr Sca.uns. Bul tho,. would not be •111 e!w.clr.-olf ~ o.ari· 
.,....;..labor, o.nd thoro ..-ould not be 001 clltd<-oll oo ..U-plo,...... 
- ~....,.... poop~. . . ~lr. Kn'tl!O"· ~wrallobo! 10 oo • ola•• buio al tht -• 
liaw. thry oro not t&ldna in &n7thang, •! oou~. !hoy woold 1101 poy ,.rUinc 1 om ~alking ol a labo...,.. thot ,. gollmg $30, MO, or 160, ot 
S60 a ,.,-~k and maybe $80 w SIOO_ a -.·eek. 

~lr. SmMYAS. Tb•Y will be poymg u""tly .the same inoomo w 
that 1 mutie t.Mehe:t or a IK"hool \.e&eht:r or a. pohctma.n wbo tarnl lbe 
-.me amount. would pay • 

Mr. KNunoN. I undtnc.tnd tha.t, bu&. h loolts t.o m.e as though •·o 
ourht. to find tome new toureet. 

Mr. SuLLIVAN. Excu&a me tJ:aat. ia not. 1 new aouroo, Mr. Knut.oni 
t.ha" i& just. a different. w&y ol oolleodn'J' money from a pr;eeenL eou.ru. 
111101e. mtn pay inoomo t.axce. . ~lr. KNOT80N. WoU, l prooumo that they do, but beginning •~ 
S'2,000 if lbey e.re m•mod and havo no depende.nt.t. 

Mr. SuLLIVAN. And S800 if t11ey oro aingle; that il co,met. 
• Mr. K:ul'NION. Have you given any oonaideralion \0 • tales tad 

~~tr. SDU..Ivu. Yee; wo baY'01 and u I •id in my 1\.a\.e.mtn\. we 
b&ve concluded tba~ at would nol. be wile, md lhsfl is. is. bfl\\e_~ W 
lliftglo out Lhooo 1- imponar,. rommoditia and levy apecial ex<-
011 lhtm. 

~tr. K..'<niOl<. That io all. ~lr. Fou. Followin« up tho qu•lioM that. Mr. KJau~n ookod, 
willlrtfermce \0 ;,be aiM t.u.et, J am awan of your st.a~.t~~~en'-t bul­
•bat I would like U> know io if you have 001 filu""' u lO what per· 
-togo of a ooloo t.u ~\ tw. required 10 l1lioe $3,600,000,000~ 

~lr. S\ll.Liv..,.. We .. umo~e Lhot if 10• oxempled oollllllOCii~, on 
Ybidl we now 1•'7 oxti .. IUM piUI IOocl, dotbinli:, lud, ADd ..,...~er 
llld mtdiein .. and pureb- of fmiabod manul-uroo by a.be Foderol 
Go\"l!mmmt., ~ 2·perocnt. MlN t&l would nile nearlY $400,000,000. 
Now, if you want.ed to raiN 13 600,000,000J you would have W multi· 
ply •h•• role by 9, wbi<h would bo 18 poroon~. and then you "ould, 
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bavo 10 make a ~,::"'nllal allowan<>e for ~ • ... ~ 
\be 1ooa of the p powor for Lbooe C:Ommodi\iea ' 1 ~ br 
thai lhe raiO 'WOuld he very eonaiderably io .,._ of ~ ,..:;'~ 
porctnt II 

Mr. Foao. Have you any way of ealimaliaJ what would he tt 
of the adminillralion of ouch a aal• lax, national &a~. laxT 10 0004 

Mr. SULLIVAN. No, air; thai 'WOuld he a V01'7 clillicuii•U..U.&o ,, 
we know mora delaill of tbe proP*<! lax. ""'" 

Mr. Foao. ~o thve io ~•b<:r aubject lba\ I """led 10 10,... 
on; bave you IP''en an7. conaklerahC?n to a m.&llufaeturwa• \ax bw 
you might c:aU a maou aet~· uc.e &ax? • w 

Mr. SoLLin><. Tbal io wba\ I baYO "- lalkiog about. 
Mr. FollD. What I wanted 10 &el ficurs oo - a IUIIionaJ rttoi 

aa~ .. laX. 
Mr. SoLuv.u<. I heR your pardon ; I miaund...,lood your qu,.t'IOO, 

and I apologize. I will aet ftgUrto for the other propoaal and 1 bcpi 
to ban them for you Monda7, but. it. may be Tueeday bttore we Kel 
lhfm. 

Mr. FoRo. That will be all right, bull would like l<>ICCaome ftgu,., 
on th .. t. 

The CuAJRWAN. Mr. Secretary, lo your eelimat.e of lbe yield rroiD 
Nlet tuN, lbe general mAnuJaoturuw' u.lee t.u:, 10u eatimated wilb 
lhe exemption of food aod clothing and medicioeo, thoae bfl"' tx 
empted and you would raiae aomelhiog like MOO,OOO,OOOT • 

Mr. Sou.1v.o<. Tbaleatimate of neuly MOO,OOO,OOO a1ao exdod• 
fu•l and purehae<a of firushed manufactum by the Feden! Gov.,.. 
mm1 .. 

'Mte CNAihiA.."· Doo'·L you exempt. a.l!o theae eommodititt or 
llrlid .. lhat oow .._. • h .. vy oxcioe lax, or would t.bey he indudtd 
in the $400,000,000? You lake Hquor and &obacoo, and ..U of tboet 
tbinp, ~~~b u gasoline._ that. now bt&r a ,very heavy tax, or all of lht 
eommod1\1et that. bear a very he:avy ex.c:lte t.&x, are they included 1.0 
get the $400,000,000, or would you exam pi them? 

Mr. SuJ,LIVAN. They are exempt. ln t.hat eetimate that 1 gave you 
Mr. D•excv. Now, Mr. Su1Hva.r,, the inoome-t.&x p&yer wouJd 1110 

P•Y lbe oxciae tax, or the aaloo lax, whiche•er you c:boe6 t<> ..U it? 
Mr. SuLLIVAs. Whoever bought the cornmodit.i<8 would poy it. 
~1 r. D1o!'n· So be wou!d not he extmpl !rom it. Io a l;pttr 

"'ea~, I not.iee tha1. the exaaee tuN that you prefer you refer lO tt .. ...., ~ax.., and thole t.bat you do oot approve of you ndrr 10 u 
IIOI .. w ... 

I ootice tl!at where you ndov to laxea lhalyou like oo tbe lio&, 
.-, art txea:se lu:t'l~ bu~ thoM tha&. 1~u frown on, they aft..._ 
~&!'"": Aa I uodtJStand 11, whtn we think of th- tbinp, we .,. 
lh1nk1ng of a ma.nufa.eturen' t:rci:M lax ooUected at the eowee· it Lbat 
trueT ' ' 

Mr. SuLLJVAx. That. iltruo. 
Mr. 01'&NSY. So that. there ia no virtue in calling Lhem exQiiC'IlUH 

ancl no t lande.r in calling them taloe taxM? 

b 
Mr. S,uLL1VAN •• Yo~ ca.nnot. ehber bcauUJy them or condtmn thtm 

y hlingmg e:n adJectlve on them. 
~1~. D1~XIY. I want. t.o oon.gratulac.e you and my geniallritnd lrora 

Mat:blp.n t!![our complete ~ment awhile acoin chat.fiDft&IJUinMI 
lor • ""' oalts laX. I with diAL I eowd repeol hio qU8IJOn .... 

•••u• ~••.a 
• lo " A." aDd a tax ~ ll00,~,000, Mel \hen add· 

boliiD, 0~, ond ...,.ebioc t.be .P.""~ of •&oiobiQc relu,ma. To !"• 
iiiC flO, lh 'L !hal io a ¥flt'1 ojilendid • .......-~ fOI' oj)read"" t.be !.bill( 
i•-all ~oditieo rat.ber t.baD Jli""'C oo a few cl>oo<oi, canfullj 
o•et eo 
..t«ll<! f••u,, gMtlemoo will opee wit.b mel! t.boy r&ad lhe record 

I bel•~ oonnroatioo t.bal eniued betweeD you. 
..,d aoe I wilJewtalnly ....-1 it. 
~r. suw•:"s-.... if anY of t.b .... do appreocb the •aniobirc 
~- 01&1C~ .t'"· YAnilhina point of djmjniehinc re~t.heo we are ....,,_th•t ... - . .--. "'"'bad b-- . uld L-

~':.."s ........... TbaL il wba.< I oaid I tho<Jabt ~ oot uappoo. ""· ••• Til•• to all .. ~& I& t.bat., or 10 obYlato t.bM, oprMdiog 
!Jr. IJ:!' ~le list would eome oeoror obriating it than pormitU., 

it oor~ .: rttd1 the point. of dim.iniab.i:Dg re~ums on tome ltw or 
.... •rune-
shft:S:i:~,v.ut. That i• oorreet., ~tt~uming tha~ you aro re&e-hinc the 

· r. d' · • h'ng rat.urt\8 
point. of 1m1~11 Now t.O ga~ to tha. argument. that. you use ag1hqt. a 
Mr. ,o::n~r~Luro:..' ae1ct t.u. You say fi~t. thnt. tho ,effective 

not!''t.trat.ion of 1 general aaJee t&X wo~~ requare '-!lc CtelliOn of An 
d;: ale edminitln.Li'ffl IY'Uet.ure, enl&ilm_.g more lime and upen~Je 
than~ wura.nt.«< if the u.IM tax to be used 11 only I ltmporary 10urce 

ol ;;•-:-;:~ do not anticip&to t.bal. they woui!J he uoed u a temporory 
· ow;, revenue during/our lifetime a.od wne; do you! 
~ Sou.~v~oK. J woul like to hope eo. . . 

~lr· Or&.'f&Y. It;. a forlorn boJN7 because m 1032. we {Ho!L an uc.~~e 
• .;, gasoline, jiWI for 1 y-, II 1 undontand ot, w1tb .Lb~ ·~ 
~ile promtae t.ha'" it. woU:Jd only atiek for l year, and ~" • atd 
with us ond it is getting old ond gray· • 

Mr SutLIVAK. l wu reJerring to these pro~ 11lt1'81('8.. , 
~l; D•••n. Wrll, 1 am referring t<> the whole K"l"'."t aubJ.""~· 

Now 'or cour&e it. tAkee eome ~labornte proceee to correct. '~· b~t. If 1L 
gets Ou~ montw [ would tl1ink th•t. the prooeu would bo JU&hfiable, 
,. I do not au6,:.ribe wbolly t<> thai fin• argument.. . • 

Setond, lhf' au~rimpo&il.km o( a general ~Ice tax: on the exl!l t<lng 
Focl•ral exri ... would odd to the complwty of the Fodera laX 

suueture. . 1 • 
1 did ootlmow thot w .. ould add to tU eomp exi~Y· . 
~.lr. Sg-LUYAM. I think \bat. "'•e can do that. ••&bout. \l)'tntg •ert 

'*'i,air . 
~lr. DusstY. lL is htrt" with ua now. 
~lr. Sm.u•Ax. Yee. • were 
~lr. 0J.&MEY. AndJou cont.inut, unleM lhe pr8ef\t. t:XCISH 1 

m mpL from a gene.r tale8 t..u levy, not an o:cllfl tax le~, _10me 0 

tht commoditiee would almo.L. certAinly be wed too beav• Y' the ·hr 
of 8tlt'(;\.erl e:cc• avoide thla complication, and mak~ potll'r e 
fitting the rlllCI ol true for each commodity more n~1rty 0~ alit 1r.ocJ1~~ markct.Aitu&tion, and 1 m.igbt&dd u deecribed by~ r. mgt'! a 
bit 8f!O, rcaehinJ! the point ol vaoilhing rolurna. . .1 u 

So I ag•ee w11h lht la"3"age, but not wilh II•• rtAIOillng, 1 yo 
do not mind. 
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Thinll1, fOU poio~out lhAl lheFodeni-S&ate 6oaol • 
lo lbA impooition ola Fockrol_... tu ill odd.ilioa 10 .t"~tlo ... ,.. 
...t ~.-~ ....... io mi ... l<d bJ &he~ otMeccd ........ &o.; 

Now •••1"1 St.aW> in lbA Uoiou J>eo a 1u: oo ~ -­Stat"'~ •• pra<tieallya gooerol excioe or oaltatu N..;'t. aloout 2a 
of duplication it nolo thine that we obould be borriaed abO •~u., 
lhe St.alftl hove ...... w.., and &he SUtea bave • Ul, ...._ 
lh•ro it a vaot oyolfm ol duplicalioa belw .. o th ~· ......, aad 
Fodera! Oo••!"mtnt, ao that ol itself would not 'C. a 

1
'" ·~d . the 

a.rrumenll 1111ntt 1 general manul&ctW'fra' uei~e t.ax vtry "'1'1011 
Mr. Su••••••· I think that! would bavo to di-n..; wiU 

Mr. Oionoy. · ...,. •You llotro, 
Mr. D••••'"· You will ocree lbat then) ;, .t-•-duplieat.ion? __, "--.....r 8 ~rem('DdOut 
~ir. Suuo•••· To a certain exlfot thore it but 1 d 

ma10y StaiN thai havo tu.,. on m081 ol lbe thingo in J,~~~ kn.ow ol 
pn>-1. Now, 10 bo aure they all 1u liquor. lbc &II "'• "' dot !"'~ I !hink moo1ol them tu tobaeco. One ol ~ :u ..... .., a-lino, 
1mt.auon bt&.wef'D the Peden! Govunmen.L a.nd loal 

0 tonl~l 
lhe ••1 our &wo Lax IJiteiDS overlap eac.b other. Tr.;'i:,m~~ • 
aour<t' ol wo,.., 10 tbo p,_.t Souelaey ollbo T 1 """ 1 

ond he hao lroqutntly mfr!Od "'it Wore the =rr~~aom• tuoo, 
Mr. Ooun. But enn W1th tbal, lbeexigtocioaollb · bo 

cauted ~ aod New York to put on sale. w-t!O:'h: •. ~ 
IDODf1 ' • wal DOL 10f ' ~ 

Mr. ~ltK<O<O•. Not in CIUoogo· that is tbo Slate tu d tM cny lax. ' a.n no&. 

Mr. DN1 .. cr. I thought that they bad both, but 1- tba< 1 om in 
trTOr. ow, anothe:r Jtmtral reaeon not o · berM h · 
rrTr'"'s•· you au~Tl w~f'n J>C?Uible we avoid !~rimenllti':n m your 

1: 1', CI.I.IVAJrf. hat. II r1g.ht. ' 

~~~~~·h~~~Ne:,n ~::~~~~~~ Lt r~~,.e~ IC~OUI CXp(lrimentataon lfttr 
Mr. Sut.LIYAN No· lsav lh. '1 Dye lllf. or rev, · · ' . . >~ ''• ~' r. umex-, if you ltavo L.wo IOUI't'f't ••hith ~~~:,.:;rcn:~!b liW~lmu Y:: lt_~d exp~•rtal'tCO ~ntl the Otlll~l' witb 

ru·tft r t.o • •11• a e. ue.mg equaiJ 1 Lbmk that. you would 

'

get. your addtttonal revenue thrOugh that eyttNn with ~·hic:b 
yo~1ara am•ll•r. 
ex. • ri'(•~:!~iili But h~re, he-re is a whole list. tbat. we bue had 
u:::n.oooe that'l~&Oifll lO h&\' t txperie:oce with, and it. i. not u 
oft', and take tht heat "0J produoe1 :O.~~·Y · ~ not I• vel this t~il1( 
matter? O IOmC" 0 l~ by COvtn_"l tht wbolt> IUbjtU 

oiri!':.".~i:.;': Then I think tbaL you are gettin3 iniAl tbe litld of 

ily~.d~':,~~~l righ~ now. Row muob mon•1 ,...,uJd bt raised 
lux..., elothinJ ,.!~":lid ood and elothing, ouppooe ihatyou mmpuod 
mtd~ for ~ttant'ef oot exempt. luxury food, nor propritt&I'.J 

~ir. Sow••• 11 ·"·· about $800 000 ooo· .. noth-"' were exempl<d, I think Lbo filu~ il 
'lr 0 '01 . I I 1.1 at 00rTeQ~f 
" • ONHILL. That<-. · for produe.u now sub. -.ure II <lOrTeCt wit.b oo exempt.iOI).I ttctpi. 

urmptlon1 of any k.J':"
111
to ~uJ~tUffl'l' uciee t.uea. 'Vith no 

LD 1 at. w taxing even t.bo purchNN by the 

uv!QCIIW UYtiiOII or IMI 67 
' L-l Go\"tmUJlD&. or &.nilhtd manufa.tlU!'fll W6 ft!ltimat.e &hal ., 

f"'!""' !<veil f-'td lor fio<6l ,_ 11M2 a 2 -t cmon1 
~ ..... ·,.lea tu .......W JlfW about $1/»>.f:;,OOII . 
,... p,."aT. Could fOU ~ - ~- bnak on wba~ lbA 

)(r. , would be if -,ou .,.........,.., or did - uem_l>!, luwy clolb.i._, --:b.•• 1111itt for mataooe ol $35, if ~eyardoloielt ....,. orri•ed a&, 

111 """"' food• ond pro~ meclicllloa? .Df1r. SIJU.l"•"· We wiU .bo fllad lA> ,et you any ealimalt, .but fOU 
hlod bettn (ivt us an ettill\&te of wtirre. to ata.rt., what. pnoe.. hate, 
and •hat. pnee aboN1 and to on. ~{r Ooo>Er· WeU, we bava done .lbal before. We &.od a ll 
..iu .. ftal on beer, and ll • pJion oo hquor, and we can fix lheyard· 

•ti~t SuLLtVAN. That &1 ri.gbt, and I aay U you will fix it, and WI 
.. ·..bat price oeoklla U. to bo t.axtd, and whal priee ''"'"'and what nee abir11 we will be able to 1ivt~ you that. 
P Mr. Dts;t:T. I &m not tryina to be ridiaul~u• by any mrt.nt. . 

Mr SuLLn<AN. And I am no~. I am lrymg to prevent our '""" 
llllt ·rrom appearin@ lidle.uJou•~ beeaute we canoot make an ftltimate 
lor you on a gen.nl aal'" tax ex•mpting hc<UI"f elothi"{, wbto the 
oo11 yanbtiek you ~~&•• ut ita $35 auil; ond il you will gn·e tballisL 

10 
us • t will be dad lo @'tt you lhe Ntun.a\1'. 
}~. o ...... T. r will fix up • liat.. I think lha• tbaL is .. noar .. 

,... ,.. g<l l<ll'<lhtr on that lor lbe moment. 
)(r. Sm.un~. All right; we will ll"f (OCelberlotB on. 
Mr. 01$.-"fBl'. Now, have you • br"f&k~wn oo those u.x. U:f!IDPl&, 

11., bow muob olthe $211,600,000,000 .,... bold by eorporauons! 
Mr. SUlJ.IVAN. Would you loko tho tntlro lilt, and thm it wiU bo 

in the record! }fr. OlliS I>. I think i• would bo uatful now to hue lh• "bole 
ov\line. 

Mr. SuLLIVAN. The «>l&l amount. ol p...-tially extmp~ Fodorol 
teettritiee, eeeurltitw or the FOOcMl Gove:mm(lnt~ wu S29,600JOOO,OOO 
oo June 30, 1940. Oltbia oonouo\L, $2,300,000,000 is held by mutual 
a&tings ba.nb; 

$5,100,000,000 is held by iniluranoc oornpa.niee; 
$7,600,000,000 i1 hold by individual•: 
19,500,000,000 by aellve banb oth•r than mutual IIArinP bankl; 
$1,000,000,000 by corporationt; 
s.IJOOOJOOO,OOO by ettmp~ lntlilutiona; and 
$3,600,000,000 by the United Stoloa Oovemment, Fedtrol lrull 

funds and ag<nei .. , Fedov&l Reaerv• bankl and Stale and r-1 truJI, 
m<<llmtnt and oinking lunda. . 

The 10~ &moUDI ol p&rtiall1 extmptaocuritioa of Fodtrol~CtfttiOI 
is $.1,700,000,000. Of lhit amount $.600,000,000 it held by mutual 
•vior banks, and $.600,000,000 by inaurance eompaniea, and S400,· 
000,000 by iodividu&ls, 010d $3,600,000,000 by active baob ond ~kl 
olloor tboit mutu&l aavinp beoka, and $200,000,000 by oorporauons, 
""'! 1100,000,0011 by •••mpt inaLituliona, and $tOO,OOO,OOO by Lbe 
Uotled StAlta Oov..,oo\ Fodov&l R_....o baok1. and oolonh. . 

So that. in rNpoDM to y~ur inquiry about. rorporationsJ I think '" 
waa; wu !hat your origin&! ioq_uiry? 

Mr. Dll!l<>:T. Yta,lbot it rigllt.. 
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••• •••••••••••••-•-•••••••u-~ ••• ,, ___ , __ t--:.~,.-:=~t-~ ... ::-.:=-~--: .. ::: .. : 

----- til , • r I II ·• · 4 . ...,.... ......... 
~ g::; .•. ?il:t-""" ...... Mr.IIMnluy, ....... .... . 
_.,......ella&- - ~-~- 1 ................ . 
~ ..... .,. c:· . --:::f~loodiMl 
';"~.;-end...... • ud .._ ,.., F± ! J . -Mel. 
"""";;0< _,.. ......... - -· • ·- lkt ... atr'J "' . . .. 
.. - --.... ~ • ~ =m±..-mw' ..... lax ol 2 !It a 

1D odl8 
0 

appliod 10 ..,.. ........, lbOD ol - 111M would 
,.~· ......... , ., ............. , ..... - · """ llloinlv 
:.no; :::,• S,.,.. artiel .. woulil be •• by 2 or a pereoal, or il ""old 

.... than what io ~pllllll-• 
be 

01 
..,.,.. you ....;;.ld DOl 4o both. U tho p>onl aw>ufoci....-: 

tOloo ...... ~ ..,..aocl, •111 Ill• It WOUld not• be ...-y 10 ...­
"" on 111oao ,......., ...,;.. ....._ ODd I woUld like 10 lmoWI :!'bJ' wo ,.timaf:O ol ~ yiolcl woulcl be, ODd lei. thai apply 10 tl•e 

articlfo .., .. booriliC - ... 
Mr. SuwvAJ<. Exducl!nJ p~ by tho Fodml Oov~~ 

and atn1Ptinc lood, mod1c111f, olotl>ill«1 ~ lutl, but no• ex""p~ 
pro.toece now .ubjeet to mamdaetu.rtn unee tu:, we- .umu. that 
• ~~las would yield 1170&00,000 

Tbo CJwt>a.u<. All richt., Mr. Kood. • 
Mr. Ruo. I joo\ wanW 10 Mil yo..-1 lmclw that you vtioo~ 

for MW tJ(Kl.f'eM of re.nnu.f, are f0'1 DOtT 
~lr. SUWTAJ<. Wo woloomo ib<m. . 
~lr. Reu. Ra~ you diodc'!'ecl ~ ,. all of Ill• propoo,oll lor g<tllllJ 

eon' ftf"enut lha.t you baV'e m mu\d, or ~ you bOkb:ng eome lhAl 
mil<ht P""""IIO th• S.C. a_. wa gelltJII tho wbolt oiOryT 

~lr. 'Suw•••· I think lha\ 70u will ogroo that '"' havt alwaya 
.;.,., this wmmil ... all of \be piCltul'e thai wo have. 
.,.. ~tr. RaiD. 1 wu junwbl{deriq bow mueb aoDSideation.you bav• 
li•en ro thio eomplexlng probl""' that bM laoocl tho corrumtt.<O lor a 
long time, known • community propertY \axts. • . . 

Mr. SuLLIV.u<. I think U••• )aW" In lbe year lliere will be a bdl m 
btlro co·ntaining ma.ny rnviliont• \.0 t.fle ~e. 1 lbough~ that &I~~ 
m;gbt oo • more approprla\4) pl ... to conoidor that que<~tiOD U.an m 
thi& bill. ' . of ... 

Mr. Ruo. I .. y, h&TO 1011 been CODoidtrin« !hat qu'"tioo ""' 
amount. of no~eouft. tl'&lo i1. wUl produce1 
~h. SULuv,.ui:. Yes, sir. · b' 
Mr. Rolin. AboUi how meeh ...,mue do you figure U.ot you me • 
. f Pft •. 5UWVA1<. I wal ret lhtt figure for you. 
Mr. Rno. WUJ ;roo ru~ thai in t.be .-rei? 
~lr. SULUu><. v .. ; will. 
(The ..uma10 ~"""" 10 lolloWot) 
~ •~ •• t.MltM..a t~~.CH~W Caru wHeT tM ,..,.u4 ~ ..,w 

ac'cQic t/ ~JI"· . ......... (1'"1'H~ ,....,. aH ~,....,.., Of .. ...., ,.,..,, i....,,.. •'-... .., ,.j~KM.t := 
1::'::·.::::::: .. : :::: ..... ~": .. :::::: ... :::::::::::·::::::::::: •tj 

Total. .......................................... .......... 16.0 
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Wr. &u1>. Now, !here !a ...,tlw ........ ~~-I 
i• ....... 10 ll&rlliPI<Il ll oat.!• ~ '*"""·'/ IIIIi Plllllio· ... . 
.--u..t ou ..... Are,.... ..-e • lioia 10 "-*r -. 

Mr. Scwv.uo. 'lfoloan-. • 
Mr. Ruo. T'ha& io _,_. \0 eo&or m&o &loo .-.-. &looo. 11a4or 

lhio ~thio woo propoiod a•ay boelt; I lhlaJi that it - ii'I!'Pooo4 
quito oariJ · il woo lmown oo lb6 S..otor 01.. llloA-ud IIDd« ~We 
plan, whUe

1 

tbe tu~em~ in~ itlell il no' &&.eel, it ill '-1 • , 
m-urillf otldt for appl.yllll a hicher roto of lu to tho luable u._. 

Mr. SULLIVAH. That 11 co.....,t. 
Mr. Ruo. And, for example, suppaoo lhot • hank had a -tuohlo 

inoome of a tOO,OOO and a tuablo anoome of 1300,000, tho eBeoti•e 
roto \0 he applied \0 the t&ublo inoome of 1200,000 would he deter. 
mined oo t.be buit of an inoome or 1300,000, ia lhot ricbtr 

Mr. SuLLIVAN. That. a. correct.. 
Mr. Ruo. Tben ore you giving oo~ioo to lhot, or boo U.... 

boon .., oonoidorolion gi•en \0 lhotf 
Mr. SuLLJYAH, No; we have not. 
Mr. Rau. I juot wanted to know, ~>oe& ... that ia ooe of t.ba tlWtco 

!hot io ocitotina the public more or 1-, and it wu broU~~>t o.o 
1111 atteatioo. 

~~~- Son.u•.uo. Tbe......, wo have not, Mr. llftd, io tllu.,. bo­
liue in t.be outJicbt re.,..J of lb6 e><emptioo on future ioou• ot Stott 
and mun.ieip&J t«urili& 

Mr. Rau. Now. what abouL this 18 mouths cepit.ol JOino pro­
vioion, wbr,.,brtbr.r cen write oiJ tho eapit.ol looo on a111 high p,.... .. 
Oovtrnmen~eecurhiea wltidJ lhey b.ave be.ld for more. than 18 rooaU.. 
lo thoro anytrun, 10 thotf 

Mr. S11Wv•H. Tbore bao been one dioo~~t~ioo hel•eoo the otoll of 
the joint oommilt.oo ond the ,.,_,ry in ~ \0 capitol 1•ins. The 
diaeullion woo tnti .. tr generol, I do ool \JUnk that lhe oi.&IJ hao oomo 
to tonch.lt..,nt, 111d wo hava come to no ooncl~ions in Tfttlld to it. 
h., .. not addreooecl \0 banka or 1o any parli<lular ~ype of oeouriiJ'. 

It that a OOI'I'tlC~ stt.tement, Mr. St&m7 
Mr. s. .... Thot io righ~ 
Mr. Ruo. I lhuugbtlhatyou would be in a poeition 1o oloor !hot up, 

and I reoli~t~ lhat what you 1re p......,t.ing boro is what you hope \0 
have enacl«< toto law. 

Mr. SULLIVAN. YlW. 
Mr. Ruo. And not \0 hove oomolhine e1oo oome oloos t.bat tho 

publie knowo oolh!ug abouLt 
Mr. SUl.UYAl<. That io right.. 
Mr. Rue. Now, ato rou 8U81<0t.inc lhot all of lb6 oorperoUool 

will he IM<hod ~ t.bo Olll'to.ue1 
Mr. Sou..aux. No, air; we are ool We ate aot.. ill &1Q" ••1tue· 

e<otinc WI the p,....,t oorporote normal tax he ...duoed, bol •• oro 
"'line WI"'T- bf7ond thio P'-Dt poioL obou1d be in tho 
form ofaunufrl, rathtr LbaD normal taxa 

Mr. Ran. I juo1 wonted 10 get t.booo poinLa cl...-..1 up. 
Mr, Suw .. ,.. I oun ponieulul,y ldad that you aoked t.bot loot 

qu,.toon, ~fr. Reed, hoeauoe at.orting about 2 weeb oco people ~ 
10 coil up from oil around \0 soy lhat they uodmiOOd wo .,.,. goanr 
10 P"?- climinatina- the corporate oonitol 1u and oubolitullng for 
•II of ''• • aurt.u. We had never heard or lhe propoool untU lhe rumor 
wu t.clephoned in to us, in the. form of inquiry. 
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72 :aJrnlimll Wil I .,._n 
Mr. SuunAJO. We trill ,._.. &be '-~ ,_ ... -.;.a_ 

••pl«< Fedonll ooowilioo, we wil - be ........... 11>0'-.. 
from . ~1&10 ud munici.,.J -w., w WW, .....,..,. fo:..;: 
MCunUCI • I 

Mr. Hu•n. Tba~ia all. 
Tho CNAIIUIAl<. Mr. Woodrulr, r ou ""' Dal.. 

, Mr. WoooaUFP. Mr. Sullif'MI, did DC* adtt*'Dtl wt.etbtr 
P" lhe ooiiUDiltoe the ficaroa OD a .-.nJ _,_, IOieo 100 
will> no """pliooo? lal, 

Mr. Suu.rt••· I oaid !hat it wM """'"" 1800,000 000 uc:l•""'"­
...,. lhoeo artideo now aul>j<!<t 10 muutaet,.....• .. t.Uoa. --. 

Mr. Woo~>aun. I .., ""'1...,.. d>at ~ m-be • IDiotak .. alld 1 
•1 !hat ....,._ of the upori....,. .. loa~ had ill Mic:loin.i w 
h .. • a a.,.._toaJ .. """• will> no enmp.,;- lil<ft '1'11&110;, • 
_. oomeyMII ago, and aftor it had liMo on ~~~~ *•uta boob 7" 
a few,..,., through our lawa wo by refwondum refenod lho '!" 
lion o ~ from lhe operaliono of t.ho tax tho' o-U.. of Jr,~=:; 
u you m~nl.ioned. • 

Mr. 8ULt.IVA!'f. 1 think LhaL your ta.x ie on a-et.ail eaJee it it. notr 
Mr. WoooRurr. Retail ul'"; ,... And vary mueh to t\10 au ru.' 

of " gn1at. m1ny ~pie in Mic.higan, when tho people voted o'::,... 
movlnr tllote articl'" from til t law, the ""'"''" refuaed to tak• b 
ac.tion; thty dPlMt«< tl1e propoeition in Uae following eJfdion tut 

Now, today .... an pUing about 170,000,000 a y- u..oui:J, tlJal 
3-P<....,..t "!ua..t .. 1.u. Do I und•ratond 1ov to My tluit )'QOlr 
,.,.,.. appliod lO lho manur .. w ..... • oal• ta.? 

Mr. SOLLI~.L"C . That is.~&, and u. U.O wq ~ ouc pu,.. 
o~~ .... of, articlee DO• eubJeo~ to manut .. w...,.; euioo ta.uo. Jr lho,r 
w~ro aubJ""l 10 .this aamo F~tral tax

1 
.our .. timato ia tha& lhe lAx,• 

Wllh no uemphOtl lor anrt.hmg, WOUICl yi<>ld about $1 000 000 OCIO 
Th•t • ·ould be for everyttung-th~ tottJ. ' ' ' • 
, Mr. Wooo~torr: .w~, no.w, Mr. Su!Hvan, referring to tJ•e corpora.. 
t~n taxe., ~mpeht1on !fl thll oounLry is rather keen, lS it not bfiL"A'ft!A 
thiTntnt butmC~~Ses o( hkt~. kind? 1 • ' ' 

Mr. SuLLJVAN, Ye., ~iri I think tluat. it Mould be. 
~!'· IVooooun. I lhink tlJa& it •hould bo, and I lhink tJJA• i• 11. 

I thmk tb•laws or tb• land h .. e b .. n largely roop>llliblo lor that tho 
pro()c'r mforwroent of t.he law. ' 

Mr. SoL&.r\'AN. Tbat is right, air 
Mr. W~o•un, And ..-bftJ c..s~ are placed on oorporations. that 

doeo '?"~ m any degTOt, d- it, ~ the competilin buain• 
eond,IIKIM AI bft..-tfl'l: dilftttn.t buaine. oroan;,_.c..io.Ds. if &he law 11 
•Pfliod lo all alike1 ·o-

bu~ 11· St!u.nAx •. Tb~~ migbL bto eome &it.uations in wbith it did,, 
t .. .~anno4. lh.ink or them. [ lbould .. ,. generally Lbe .,. ....... 
~ no. 

Mr. Woooaurr. That it my opinion and u &-m&U.er orluL it iLnot. 
i~cli"tler o( tome indif_fereneo, not O:OmJ)leta i.ndi«er:ance b'ut 110me 
10 lo~~':TI; lokncorporahon!laa to how high tlae lU pl.aecd on t bt.m It,, 

M • oy ow oxa>lly whal thtHu it? 
buai:;;~';!.v~N. 3: long ae the other foUow iD the eamr lin!> of 

Mr w ytng • .roo tu, I bolloYt lhaL d>a~ it 00, 
,;..,.; OODR~rr. Aodtber .. aon~ytberaiaDO~objO<llon 

,..,.,.. 11 beoauao ••err rood buai-orpnoaatioa if it bopoalO 

., ........ ...,.... 
.. b.._ ...... ~ _.. •liult prolllor lla _.._ 

~.!!:"and p:o•id• _plo,.....l for lbe. poopla ~bo ,_. -~­
~~ IIWMIIil_., ....... ,....oJ.IIIo;r ....... QrlhOor 
OO:.'.:u ligurJ into d>al pnot ~ d>al ean be oonli<jfOOd a 
!'..': ........ .,-;.,the pi'oduet,iilll olt.IIM.....;., or lila& .-!uot? 

""i\r SoL ·~·· Y•l Mod ""*" uo at .. ucb, 1111 •""""'~ of - at 
)abero ... , nala. ._. . . ·•- , . • 

)tr. WOODilUPR. .................... COIL ...... lfll INK I 

)lr SoLUY••· Y-.w. . 
ll ' Woooaow. N-, M a- oi~M<, • I>Ot lhat dooo alllbe 

'[,.., tJ>o beciuial of prociUdioo rilbt.dowo 10 the point ..._ 
n1 bobiDd 111o _ ... llaMo lbe ~ produot - lha 
• IDIJl tMullima~' . ' 
"'"!"~'S:Uv.,r. I lllink it io, and 1 lhiak !hat lioolo who do ao\, 
do. ooi '"'' in bulin,.. •orr Jooc. . 

Mr Woooaurr. I "'* wilh JOOl mlinb1 and J l>ave boon im­
,;_;., bJ one l.bir\1 • .._ l h .. e b.- "" IJUa oommll...._ whMe•or 

!. ba•• had tax -""" up, and lhtt Jo tho wiUiocnMt of bullin .. 
·lor in!tlUioe, 10 bo t.uod, provided lhoy know <IJ<aeUy wbal lho I.U 

'"g.,~j10 • •• mull of all o( lhls ill tluo~ the ultima~ ®•>aumor pays 
ill t \•MtualJyf • . , 

Mr SuLoLJVMQ'. Tba._ • COI'ftC.&., ~~ moome l&Xfll.. 
~lr· Woooao.,, And do you nott.hi111< d>a& it would ben a wbol~ 

_.·,e..,, upon l.be pub&, and liltouP lhe public upon lbe 0.0. 
-. if t.ho taxd •• paid oould all be brought ou~ io10 tba opm, ao 
.. t~Jbody oouJd koo• .-tly lbt amoun• of tu tha~ l>o paJ'I r.­
daiiO dar whro ho buya t.ho tbineo d>at b• noodt! 

Mr. g.,.;....,.. Yeo: I tJUok oo,"Mr. W~8'. In other 1I'O<da I 
lhiaJc tllat a dollar lha~ a ~ pays m aneome tax on Ma.:eb. 15, 
does mo~ in promo tine t.hal. man'• tax coDICiou.tn• than I) 6 or 120 
he would pay in tax• d>al be doea no& know 10 mU<\h abou~ 

Mr. Woooao.,, I ~roo with you entirely on that, and lor !hal 
,...... 1 llllve long b•hovod lhal if all of tbo l.uoa oould bo b""'8ht 
oul"' l.be tight of day, and eveiJ'bodY including the poo,... P<Qplo ol 
lhio eoueU'y, wbo hOYo li~lle lO apeod, could be made to ue.._ud 
bo .. muob tu th.,. now pay, •ould il DOl make lhom tuflleienllt 
W< ..,...,ioua to bnnr p-upon tbe ~ to opond with som• 
d<er<eol r<pnllor the taxpayer'a moooy, t.he mon•y tlla~ Lb., •P<Ud 
from day10 da,y? 

llr. SoLLrt•"· I <an aa.rlhio. Mr. Woodrulr, that IIi,... Mareh 15 
lho tax ""CP'liono and the .. ri,q or oth« •IIG""Iiono tha~ l>a•e 
"- coming iato tho ,.,_, Oopanmeo• from '!>• peeple ~I lbe 
country a& a whole, hM been 'tfii'Y mueb IDII)f'e vohu1uno• than ... wu 
bf(ore. 

~lr. WoooRUl'r. ln olhor ..,.ro., more people are bf<ominr tax 
«<ISCious, is thai! oon.ct.? 
~Jr. SuLLIVAN. 'tbat t. my inference. 
}{r, \Voonaurr. Tilal ia all, Mr. Chairman. 
).fr. RoeU.T80N. Mr. Sulli•ao, you referred &.0 tul uabilit.y

11 tax.. 
that if a man mbee 1100 and t.be Oovernmetat.N1'1 4'0lve me 1101" 

bt bu got the abilil1l0 pay t.ho 110i and lhai makeo it an abUi!.Y taxf 
Mr. SvLUVAlf. Noi I ~ltr u abi ity t.uM 10 thole t.uM wh1ch are 

~uaiOd in ...,.,......,.. wilh l.be aJ?ilit:y of !h• tupayor 10 pay. 
I think that•• are aayU., t.he oame thing m a di6.,....< wa,y. 
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74 
~tr. Rournox. Lo olhor wordo, ht h•IO\ a....,.~ ..... be 

pan ollhal in ..,.,.r ...,. a 
Mr. Su•uv.u<. And wbal he paye depeodo- lloeamow.1 ot"'-

proftl. . . • -
Mr. RonJmON. It 11 mw!ualod, but 11,. lho ability to PI ,._, 

growa oul of t.bel..,tlh~toe bu a proftl, on oome u...-tionl' -
Mr. 8\ILJ.lVAlf. Thalli oo~l. 
Mr. Roau-no11. Then t.be W< oo ~ -.Jc!J>o 111 J.a:._ 

lU, .. weU u I tu.on the inoome or &D lndilridual? •-v 
Mr. S<rWYAll. Y,.; onoptlhot it it a 8at rate ralh., lhoa .,.._ 

aud. 
Mr. Roaonolf. Now we hne been oolloctint, 1"" aay ~u,. . 

&he ntio ol tWC>thirds on abUil.r &.axee, ADd oa•Uaird of' • 
w .. r Haa that boM lho ratio lor _,. ,..,., ol &nan'::': 
Oonmmen&t 

M.r. Svt.LIYAN. Wftl, tbe aetual experimt.e in 1$40 Wat ~ 
' Individual income, eat&~. giftt, 26.G percent. ' 

Mr. Ron•T!SoN. I would rathc.r that you would add &:he 00 ,., 
tion tu to that.., becausa r think t.hat. that is just a.a muah an ath 
tax. ' 1 

Mr. SuLIAVAN. I am abou&. to give you that: The oorporttJon 
M C!(W pro6ttJ capital atoek, and income &.axes, 28.3 J)U(len1 ~ 
•J« i .. , euotom1, excluding employm•nt W<oo1 45.8 -• · 

UDder &he ~ropau.l in 1042~ the individu~ income, f!lta~ and Jilt 
I&XN would 1iM. 32.4 pe""'nt, lhe oorporalion u- profi11 capola) 
atoclt and 'boatk moome I.UN, 33.G -•; and u oioe, CUI'-. 
rxduding in lhis emptoymm t WCN, 33.7 pei'UDL. 

So lhal lhe gt81Nt ap....S bet"""" a-. lhroo bracl:eu ill t.6 
ptl<ftll. 

Mr. RouJmO~. Do you lhink that it would be belplul 10 you ~ 
you would inttrt lh010 tabloo in tho rooordT 

Mr. S u LLIVAN. I wouJd be very glad to, we wiU ge&. a cop1 &o 
pulln. 

(The table relerroo to lolloWI:) 

JltfliftdNI (MOIIU, ul4fe:, cuul "fJ f&tu, 1!10f'p0r014 tau., e:!Ml CI011UitodifJ atiH• .... 
C~t~ . ..... dtnHII/rtlw. MoA HMrM.' J«J01 '«U'' 1140-U (W_,.,... ......... ....,., -- =: - -- =-.... - ----- .... .... - ..... .... ('::::.... .......... ---~- .... ... .. .. ... J&.r.t ... .... ... .. .., • • ................ .:-: --· ··-· 1.m ... . .. •• . .. •• .. .... , .. ... . llq~~ot Uid ........ ···-· .... ... . .. .. , ... "'' ·-•• ·- •• ....... . ............ . .. .... "" .... ..... .... . ... ,, .. II, .. ... . 

· ~~:-~ .. 

aavuua aJrYmote or -... 76 

, , _ Roe~•-"· Do I uodcrataDCI that you are ~ lllo 
~ rslio l>o......, abili&y W<• uad --- . ,. lllioi-

"iZ'svwu•· No; l tloiDkiUI.,..ueabil...,.lioe,..._&o 
obU'IY ...,., I&UI, lbao they bavo been. 

lheMr. Ro;&..,..."· Tba,l io a Ut-Ile bil morel 
Mt s11a.uv•N· Y•, ear. "' 'Roo.-•· Now, l oolioelbatyoapro-t.opll181,300,000 
.;;..~& .. ~' . . 

•)It S11LUYAM. No.~,.!·.~~ that .. on ~. the '"-~ JOU ere 
~1.-. That~ol1188,300,000ootbe...,.,._, ..,...,. 
ol tho SU2,SOO,OOO ood 176,600,000. • 

Mr a •• ...-. . .. ~ ... ,_ 011 ~"""''"' 
M; Suu.n'••· YM, w; S400,000,000. &hat • .. 6pn abo.-• ud 

10 ~ltltollho atas,ooo 000 lba•.J'O'! juat morftd to. • . 
Mr Ro•u-H. l ... ihal onlhittDilDeograpbodeopyiiiOiohilled 

JiBe ""d that !.lho .-n I rnd i~ wroD(I. 0"M,.. Su•L•••"· Thor& ,...,~ in lhil !rem lba- U... you 

hod before. II • • th • fi • 
Mr. Ron£tt:T80N'. w., , wen, e. tnereue on ~Xtete pro t.a 11 

$400,000,0007 • • I • 
~lr Su&.LJVAK . That. 1• rag 1t.t Ill'. 
Mr: Roui!Rf'IOJf, That. it a cm&ng6 in tbe preeoot.-exa-..profii.A-t.t.x ..... , . 
tJr $uLWVAM. y._.., Ill. , • 
M; RoauTIO><· Are you peepvod toda1 10 ., .. u &.be clelailo of 

ahou~ bow lhu it to bo ap~f . 
\ lr SaLUYAJif'. No, airt.. w e are noL. You will recall thtJ. the 

....;..,;.,..,, to lhe Ex.- nofita Tax Ae• puood lho &<>ate and ,.... 

......,..... in b;rlho Ho- a VfltJ' lew. daye beloro Mardi 16. . As_ a 

.....,., ol lhal 1\ booamo d.ooinblo to rove lhe taxpay.,. .. ..._ m 
lbeir filina d~t.N, and it ia only wilhio the laat low daye lba,l "'!1 
ap~bTe number or ax~p.rofit.-tax returna have bem ootn.ang ID. 

bm to W ubington. 
Mr. ROBl:Aft()N. Now, 1 noticed ~0 page 2 or your &t.t.W'Dtnt., that 

you relcr to a revenuo prowoun dM~gDoo 10 m,.t om•rs•ncy delonae 
CIOIW, and on page 11 you gwo u one objection, lO a general. l:tJ.ee ~' 
lh~fac:l that. you •ould have to ee-t.. up an ex~lln new t.dm.inLitntive 
ll(!en<:y wbicll you aay would not bo juslifioo to bo u..d only u • 
t.fmporaty IOUJ'Oe o( feVt"DUe. , 

I ...,.. 1rom U... ot&tom<IIIAI thai you m0111 to, uupJ.y lha•you 
u ... ubmitlinc and rf'OOmmooding to ualhe ra~<oool lhii.S,ooo,ooo,ooo 
biD u a t<mpooaty or om<rgt'D01 wr _.,., and 1101 to bo-­
rated pennancntly in our t.u law? 

Mr. s.,.......,., Tbal ia eorrool . 
Mr. Roat.....ON. Tba&. ia t.D. . 
Mr. O"'oALL. Mr. Chairmu, 1 havo a qu .. uoo. 
The C••••"•"· You may prOOeed. • . 
Mr. DINO&LL. Mr. Sullivan, in your di.loourte WILh Mr. D1111ey, 

and in th• dioeuuion about aal01 W<es, I understood 1ou 10 .., lbal 
lC food, clothing, medicin~ fuel, and re.nt.ala were uc.luded-

Mr. Su&..LIVAH. 1 •ld "lhclt.er," but. J did not; intend to. 
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'' t "" Yr> Pt:1Jt ,..~:n:uc 

76 .........,. !~~WillOW 0. -
~ ' "" ~ . ' ,, ·,." 

Mt,O,_ Ltlid--loolr tloa~-ioo.bu 'I 
l011r ~ipol ilf.IIUI montion«< w•r• .. _P'- il would w.~'ar:::. lit; 

••• ,..., .... u ... ~ .. ialf,m·. ,. ~.,-.......... .. 
aontomplale r•••mg, thro ..,lo .......... wDieb. ... - ioh ,.., 
ou .. ing Ill 1bat &boui'.Jis~K .. 1 •IIHI • •• J-· , - dio-

Mr. Sutuv.N. No; I thu1k lltal il will ..... q~il<t a~ mo lh 
la..t. If -p<ieo ,.. ... ._ ......... lb•J I ~ -.~ct" ~· 
but of courw witll an J8 1)8'ttnt ulee &0 .a.. n rtW. ...J: ~~ 

.-,..tuoer:t ..f ~ r ~ ·,. • 
'" l!l. Om-.a...l - ....,,.. o4 tloat,·.,.. 1 ,.... ~ 14 ,... 
that. That io if ......,mplion - _ ... ...,, bua ir ---= 
wn. n!duced &lien you wOuld ha~e c. aile .. ,..! 

L, ~u. 8on.JDu. Yeo; you -.ld kYif tqftiM do......, 
Mr. D••ozu.. Thee tho._.._, weald be ..... ....,.. lh&o U.. 

tl8 ,..., ... , ..... las.. . • 

Mr. Su••••·'"· Thon;J .&bink ii wouW .,. qoite a litllo bip«' ""' 
••• .au ba.._...._mima&a for.1ou on Moa.:t.y. .. 11 • 

Mr. Ot&NEY. That it to ra1te how tnucb money? . 
Mr. SuLUYAK. That i.-to 'm.iley$3,.SOO,OOO,OOO. ~ 
Mr. DI&.N~T. Do you n~ean ~ha whole thing, or tbo r:tdao tdl,...lul•f 
Mr. DlNOltLt.. Tbt'o tnllro tluug. 
Mil. SQI.LdVMf. The qtnwtiou w•• on t.h• aa,soo,oOO 000 • 
Mr. DINOII.&.. Now, M.r .. Sullivan, that .ort of bri.nls t~ mv 1n.illd 

& pro-' a~t lho . equt .. leo~ ol !bat which llae To.......,..;,.. 
p._t hol1wtlb~ .... 1ntfti&<J>ooolu ... llbinlt: lhallhat-ld 
•••.,.• ..........,..,.. in lho n.;,hborllood ol20 10 2'2 -• 
• Mr. Sllt.ln•N. I do not urultrot&od thzt ~ooo has ... ; p._t 
'" s.m-~ mffti.r ult:«< lor llaa •vmaw. 

Mr. OuJoJW.. Pt!rb&po not, but wt.., Wol.l11&11t:ing about unil.,. 
~<••ral Mloo woo, or • r••enl _., .. ...._, """* tax that ;. 
What ,n •ro ctioeuaing, lha~ il ,.bat ,... - eolllicleri.ng,' if oo11 
W~LAt1veJ.y. Now, htl'flM wbac. I want to b.rin3 oa.t, and il wt.ltyYa 
un.ron.n gf!naral tales t.ax, or a manufa.ct.uro.l'l' ucble M.s tbe burdoa 
ollhat ~ .willlall to tho utm~ ol 02 IO.probably 96 poro:..t ~poil the 
a.••h~ tlliJon, upon tho one wbo Ia IOliO oblo 10 pey tho borden am I 
"Rillabou' lha&.? · • 

Mr. ,Sou.~n~. I do nollmow abou~ the _.,tap or tho liJunio, 
Mr. Dint<IJ, bul ol oou- .. • ~•raJ -~ -u ..,. ob'riouoll• 
C!Orftotb , "'... 'J 

Mr. DmottU.. A• l-Ito tho -•lltat the s-t bulk ollhatiU 
'"~ would

5 
QJJ u-~ wbo AN lout ablo 10 boar it? 

o-..:1r, O'LLI1'.tK. That q COI'rf'C_L. 
Mr. DtJ<O&LL. That io all. 

, Mr. Coonan. Mr. Sulli.,.o, do 7011lmow ..t.&t llao ,._ intom• 
o to~ratM)M was lut. year? 
, Mr. Sui.Llv•~. You mean 1bo eaiM<Iar -r lNO or 1M fiocal1oor 

o IIHO! •- • 
' Mr. CROWTtn:.-... For ehbe.r yea.rf 

1 Mr. SuLwT~rt. For 1937, 1 t.binJc rt..&. ia •be_.;..t:recen' abulatioo, 
t'Kfr~::;•Pt.a:. r~m oterationt\ cha~ ie aiTiu aa &26,ooO,ooo,ooo. 

.Mr: Suta..n·::"" wJJi ~eat 1 want ia &JW'lfi'oee oorpo.ratednoome. 
M r CaOWTH · "ft. ! . g1"'0I u.lt!~i are 1108,000,000,000. 
~ . ~ ... .............. 1001 Mloo? 
0 lr, ' ULUVAN, That it W'b&t IL it oaiJfld in this tabJe. 

Wt. CooWT,.... 1 - ~··' lbt CIOI' COipOnS. in...,.., 

..,.J ,.. una!" ~;L.~!! "':'-'7e ;;!."~=:.,.co:; 
·~';!.~10r' ..... ~~~a":.::-~. or- dt~t: 1o ,~w 111"' " 1111d 

.,.wWt and ......,.. the lbiDa. I ~ ' ' 
Mr. SoW'V•• ·- Uyla ~t II ill 't · '"' .... Ooo _, 
Mr CaoWTB••· ou .U.. • ... "9,.,.,.., t'!WV 

M · g.....,•••· Tbe 1108,000,~,000 II- reoolp .. from Mloo, 
··~ 000 000 000 ,._ .-p.. r...... olhe< .,..,.tiona, plos 

..... • ooO .,·.., ocller ~ Ill ~ .... "1111.7 ill ltl7. 
Jl~....., ... lfow &t.o. • 1 - • ~ tax on 

""~"'s'::~ .... ~ .w. is. would yiold you •bou••• ·•~,':'OIIO· Mr: CaoWTMD. h would ,-tid $1,400,000,000, or tome lake 

1hlll -- I ~ Mr $11UJ'VAN. J na&... • • 
) -Ir· Cao..,HIR. ( n:mf!lll lhaL I year 1&. wu ll&a,0001000;000, 
' te ·• rew ye&rt 1.10 Then it no new t.bouaht &bout &hat, I bave 

~ked abou&. h. 10 mu~h everybody is ~ired ofhearing about it bu." l 
b&Vt" aJw&yt lhourcht. il WU lbC'l beet. t&x, In th6 world (Qr A ClO~r&liOD 
su 1 would no' lo1ow wha" percent. 1t should be. perhape 1~ coul4 
bt ~ eighlh or aomelbi"i up I rom thero. 

~fr. SULUV•"· Franklrl b&•e given no tboucb• 10 thai. 
~lr Coo'""""· Row about & tum-over 1&1 Of I -1? 
Mr: Suu..••••· We ba•e ci-.eo no _thought> to that. tith«!. 
~fr Cao..,..a• A • ptreeru.~ancomttaxonOOI'J)ONt.ontwould 

,. .. ~ awful lot ol • ....socbN in liaurinlt obool~ and d<Pft<i&­
lioo .... all kintlo of aublntetion ibat eve<ybod1 indulpo m wbtG 
oJ><i make oul a 1&1 relun>, &Dd •• could r•t juat M much """'"1· 

Mr. SULLIVAN. I think th&• "'"~mar. be...... But I"!" 'ti'Ond,..­
... if for the eorpol'lltion t.baL ill not makinc .,., monex, or • brMking 
evm, or it l011lnk • Hule bit.. it woula not t.rantfrr the bcoad&(he t4 

tlwof ,_ ... & . > • 
Mr. C ROWTHim . ·rbat. Wtl O!le or the argum~n ... ~Wil)'8 Ou~rt."U ID. 

opposition 10 lli.Y N>qU-.1, lha1111 euoll;jo eomJ'*!\1' d!d nol mak• any 
money it. wu A capU.all.evy. Pf course, thar. ll true m a leGit, bu' 1 
1<>1d !hem lha• tl>ey eo~tld not !brow that" mt '!' Ioili u ·~bad the 
capital oloelt 1&1 on the law boob, h-...., lb&t w aloO • capttal le•l.· 
Tho e&pital atoek 1&1 io paid wbel.ber they mal<o & dollar or don I, 
anti io llao aooal&ol dimiaution of <&pil&l7e&r &1...- TN'· 
~lr. SnLITAX. That. W riabt. . .L 

~tr. CuLO<IN. Hao lilt "r .... oury -modo ·~ . NUIJ!'&a on ..... 
UDlA.Ule& an indi,klual, a tiofde m.til1 would pay an ue.• t.u:ee m • 
JNr, biddm t:u .. , 00 10 apeakf --L • 

~lr. Sutuvn. Appar .. ll.r it it pretty dilli<ult 10 """\• '!" ...... 
malt bt<au .. ;, d•pondo prell1 mucb on lbe In>" ol tnd1vidual, 
•b•thor bo amok eo h .. oomolhi!!S, 10 do with with tt1 an~ wbethor be 
drinks has aorntt.hiuiJ to do ,itb •'-• and hit ,enen,l b&btt.t and eo on 
aud.., lotllat J do no~ l.hi""-lhal "" b&vo 0n1 oot.tma~ on whal you 
have in mind. 1 , 

~1r. C.uL&ON. 1 apr,reria~ ir.i.w YV'J bard. 1 h.W ·~l m~u111 ~~·r 
h'Om ont of llu~ ICbllO I &n thfl State or KUliAI requNlU'I ~JOrtniLIOD 
on hiddm lutl and 1 wonti•r«< illh~ Treuury had onythlll~ to olt•t 
on that. ' 

;1--.1- :C.. :--t 
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-- T_,oll ..... 

c-- - .... -..... ........ - - -
.... ....... n:.a ............ u.a - 11. 1 ......... .... ::=.-::: .. o:. .. .... =·- ;;:_-;... _ _; ... .... .... . - ---.. .... 

-..... -·- ... 
·-~ ........... ~-~ ... 

,.... ............. 
--· .,.... .. .._...., - ":.. .. - "'1::. .. 

1. 1 ~I • • ·' •• .. •• •• I .. HI .. • • •• IU .. .. .. 
u Ll 

.. •• .. 
u .. .. .. 

D. I u u 
"~ " 

.. .. ... • •• .. .. .. .. .. •• •• •• 

------MrS.,....., .. , . y..,_.....,....,.._. •• .;nJooe;.--. 
. · ~ •• are eolleelialbeek iD - pro&u! 

loOD ~· I will be~ 10 .... &11M lpn, bu& \loa& - .-:!·1 bad iD aoiad. ~Y id.a .. ~ •• "'"-! "" o : prolu 
~ and •• ooch• 10 ,.... 10 !"""1 miUioD ~ Bolon Mordl 15 
wo poiiO!I 0 new low -omdilll ibo~ .,.._. ocl., oad I ~ 
how moch l.b&L -• .., 10 10 .peak. 

!Jr Sujot.f<A"· Wo ..W e• lho t'wurM for you orbieb woro oul>­umud wben·lioe bllJ.woo ~ildl>r OOMiCiero&ioa. • I tloiak.l.b&U.be law 
bal be<o made oo much l01ror by t.he amonclmen\1 &Dd t.he law io in 
.. much beLW ohapo lor uo 10 p o.beod and atroncthm t.he '"*• 
!bat wbot.ovor wo loot woo wolllll*''· ' . 

(Tho figuroo morrod "' follow:) 

~ad.,.,.. i• i•C10111• ,_., 4•,. tM-ou~•.,_...,. f/ 1141 

cw.wrw-.. .-­
~.,.,""--,.. .. ,.. __ _ 

Mr. C..llJAOJ<. Om :rou &i•e uo on ,.limat.o of bow moch we could 
-tiO roiae under l.be ~profiu t.ox under oxiotinc law io I HIT 

Mr Sou.Jvu. We war&)•• you t.hal. 
~1r: CAIUAOI<. An you willi"' 10 malto an .,.timate, or would you 
be~ 10 malto an ootimate at t.hbo time! 

M.t SU'LLI".&.Jf. Tb.ia altemOOn no, J would not-. 
Ml: CAtL801f. Could you m;/ce any ..-mmeodations aa 10 ""• 

we are to raise this 1400,000,000? 
Mr. SuLLIVAN. Ye~, ( ex~t to Yt.ry eoon. 
Mr. CARUIOM. You...., min& 10 do t.ha~ latert 
Mr. SULLIVAN. YC!I, •ir; thcte returns .. I told you have. been oom~ 

ing in this week. 
Mr C••U!O"· I ju•~ happonoo to be obooldng ilie Canadian law 

O'hieh I have here, on ••- profit.,, and I find ilia~ ilio ,. ... of t.he 
.....,..Rrofitoo t.ax ia 76 I'OJ'C"D~ of au prolilll aa nported lor income 
1oom t.u purpoooa, bu~ l.bo t.ox oball no~ be looa Ulan IZ percen\ of ilie 
OJmual profiu u oomputod lor \booe t.axoo, and I joo~ wondered bow 
much •e could ex poe\ to ,.lie on t.he buio of l.be Canadian law. 

~lr. Sm.uvA.M. We do no&. bal'e t~~c.im&ta on that buis 
Mr. C.o.ao.oow. Thai ia all, M.r. Obt.innan. 
Mr. RonauoJ<. I would like 10 aalt one quoalion. MI. ~1&11/ 

do you have an1 alatiotioo 10 abow what peremtooc• of 1.be lamiliea o 
\hiS Nation have «:rUin ioeomeet For inat&nct, lu\ fall I uw a 
atao.moot l.bat thre6-lift.he or l.be familia bad &II ineom• of .... l.ban 
$2,.100. 

Mr. Sm.uvA!f. The atatiotiqa...., available by individuals oad lam· 
W.. u publiahod b7 l.bo National a-un> .. COmmittee lor!~· 

Mr. Roua'niOM. WiU you ~ lha' in t.he ..-rd at ili• poontf 
Mr. SOLUYAN. We will got il lor you. 
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a ..... ,.,. cr.:. · ·-::::::::~:::::::::::::::::::::::::::::::.::::;:. t~=-= ::: 
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- _ .. --•• ... .... 

UtLCCII UfliJit)JI OP ltd ......... ~ ..... "-'_ ... __ _ ......... , ........ ~ -- ....,._ 
•"""::;'!::':t.:::":.' .......................... JU17,1GD, IIIIII 

• u..-OocPt':;:_.., ........ u ........ san aoo. ooo 
E • ......-.;·._-.:.................. toO, 000, OliO 

EIUII< """ 1!11' w•.. . . . . . . . . . ~.. . . . . . .............. . 
' 1\>101.. • • • ••• • ••• • • •• • • 1 • • • • • • • • •• • • •••• • • • • • • • • 2, 803. 000, CICIO 

c-. .... ,_..., 

~~~::::::::::::::::::::::::::::::::~~~~::::: 
200, 800, OliO 
102,200, CICIO su,aoo. 000 

T ol&l. ••••• • • • •• • ••• • • • • • • • • • • • ••••••••• • • • •. • •• •. I, :13&, 1100, 000 

-~ .. ,.,-. ............ ---- ......... . 

___ .: __ .. .... ... 
-··- "-----.. -- ....... ... ... -· 

u ..w tae. \0 \he kM1 laler'Mlrt'I'M• for die e..l ,.ar eadecl J ... to. 
JMJ. W:. bd. urludilal •1,aoo.000 oiiOdal..eeuril1 taHirt t!te f~ 

'--'- "-=., 
T ...................................... - ... -_. .................. - &J I.&TI, ... .. 

~;=.'=.::::::::::::::::::::: .... ::::::::;:::::::::::::::::::: 

.... ... ••• 
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r b&Vt oome before you tode¥ to dieouee with JOU the 

need or producing three and a halt billion dollar• annuall7 

1n additional revenue tor the detente ot our oountey. Buo!l 

Ill 1noreaee ie without precedent, but the eltuation oontront­

lng ua coda)' it alao without parallel. 

1.51 

Ve are taoed with a greater challenge than 8n7 1n the 

b1atol'1 ot the Republic . It calls tor a muoh greater response 

thaD baa yet been made. The American people are prepared to 

we euoh a reeponee, and to make it willingly. 

The Treasury 1a now proposing an additional divsrsion 

tbroup taxation ot )t billion dollara, whioh ie only tour 

per Gent ot a rapidly rie1ng national inoome, to the oause ot 

a&t1ona1 detenee. Th1a surely 1s a modest propoaal 1n the 

Prtllnt tMrgenoy, and with the preeent lenl ot proeperitJ• 

OU.r Gountriea, tree and progressive oountriet Ulte our own, 

ba'le IIIIGOmpla1ninC17 oarr1ed tar heavier defense burdens 1n 

~l'tion to their ei&e and population. 

We are big and r1oh and atrong. Ve are eoonoa1oall7 

llener able to oarr7 th1e load than any other people 1n the 

'1111'14. 'l'be AMr1oan tu:paJer etandl readY to tab th11 ~n 

1n ble atr1dl. 
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Ye now have a program of about thirty-nine billion 

dollars tor defense expend! turee including tho Lend-Lease 

appropr1at1ons. Many people aseWDO from thie figure that 

vo aro going to spond most of those thirty-nine billione in 

,~ ooa1.ng tieoal year , But our studies at tho Treaaury 

11noo ehovn thot unleea we greatly apoed up our production 

ettort , not muoh more than t v olve b1ll1ona w1ll bo spent t or 

det enao purpoaoa 1n t he t1sca1 year ending Juno JO, 1942. 

Tbo Tr eas ury e stimate is that at the start ot tho new 

t18eel yoar wo shall bo spending no more t han 1 billion 

dollars a month on defense. A.l.moat tvo yoare vill have paeeed 

v1th the world on tire. The foroea ot aggression already 

oontrol all tho taotorles of oont1nontal Europe. Tho danger 

to our peace and eeourlty ie mounting hour by hour , Yet we 

ehall find ourselvoe spending leas than titteon per cent of 

our national income for the national anfOtJo 

The problem ot building our defense 1a fundamentally a 

probloa of produot1on. We cannot build pl.anea and tanlte , 

ahlpa and guna, morel)' by voting money. Wa build them with 

labor and aanage11ent, with rav aaater1ua and aa.ohinery, The 

roaourooa now Ollployed 1n tho defense 1nduatriea are not 

enough to produo a tho guns and tanka and ehipe and planea 
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tbat n need to Oarl'J' out the PI'OIJ'U to wblola we are a1rea4r 

0011111itted. We muet ba8ten the reemplo:rMnt ot our i4le 

roeouroee. Evan this inoreaaa will net be enough. '- va 

oloeely approach full emploJIIOnt ot our reaouroee, we •uat 

take thAI next etep ot di Yert1ng to 4etenee pro4uot1on 110re 

and more ot t he resouroea nov engago4 1n aat18ty1ng our 

ol•Ulan neoda and wants. 

The tax prograa before rou 11 dea1gne4 to promote tbaee 

•orr o'bJootivee. 

Firat ot all, 1t preaenta a method ot paying ae we go 

t or a reasonable proportion ot our expenditures. 

Beoon4ly, 1t 1s designed ao that all aeotions ot the 

peeple shall boar their fair share ot the burden. 

Third, 1t will help to mobili&l our reeouroee tor de­

tense by re&lolng the aJDOunt ot aone:r that the public can 

~pend t or oo111parati vsl;r leu 1111portant th!JIC•• 

And t1nall;r, 1 t is dae1gna4 to prnent a general rlee 

ln prlcee b;r keeping the total volUM ot aonetar:r purobaa1ng 

power trc• outrunning production. 

Thera auet, ot oouree, be no etiDt1111 ot our datenaa 

e:tpendlturee. But there u another eet ot expenditure• 

Wbiah,ae I euggeete4 to th11 09•1tt11 on Januar:r 29, VI ahould 

now •re-exaaine with a aagnit)'ing glue. 1 Theee are the gonm-
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ment 8xpenditurea which are neither tor purpo~ea ot detenae 

nor t or purpoeea ot relief and aecurity troa v~t. We are 

oonttnu1ng to apend in t!Utee non-detenae and non-relief 

ttelda aa it we had no emergency dotanae program, aa 1t we 

oould auporimpcse our huge real'llall8nt ettort upon gonl'DMnt 

81 usual and bua1neea as ueual . Thls vas all right betore 

the ox1et1ng e11.ergenoy and vhlle there continued t o be a 

1~ yoluae ot aYailable unemployed reeourcee. But we silllplJ 

cannot oarry on business ae ueual and goverDII.Ont as usual 

trOD nov en and et111 take adequate care ot our detonae 

neede. It would be a tragic error to aeeume that we can 

expand our defense production on a ooloeeal ecale and stUl 

go our usual ways, whether as a Government or ae individuals. 

It would be tolly to aseume that we oan continue to spend 

now aa we did in normal t1mea. 

In the past twelve monthe, we havo oc~~.plotely revised 

our thinking on detenee expenditures, •• thla Co11111ittee 

knowe. We are nov awake t o t he need t or expenditures on tbe 

enlarged ecale required to make thia country eate and strong. 

lit htn not , however, kept pace vi th a't'8nte in our thinking 

about non-detenee and non-reliet aponding. We have 

re~~.eined curiously atatio 1n our concapticna ot vbat to 

tpend on t boae thinga not d1reotl7 connected with detenae. 
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)rdinal')' trrttio auet now get to one aide to lot planee 1114 

tttnka and guns lulvo the right ot way, Other trattio oan 

,
0 

pormUtOd only it it doee not obetruot the Notional 

)Urp080o 

Now, I don't wont anyone to misunderstand me , I want 

~ =ako it pert ootly clear that we must continuo to provide 

:or thoao in want , thoee who face old age witlulut moans ot 

;be1r own, or who aro otherwise in urgent need ot relief, 

There luis boon genorlll agreement tlult much higher taxes 

tl'e Mceaaary; but one group may urge that now to.xee be 

_cposed on labor but not on bue1neee, while another group 

1ay urge that tho rich and prosperous can nttord to bear the 

rhole load. Both kinde ot advice should be dieregardod. 

1he Job before us is eo big that all the Amorioan people must 

wlp to corry it out , in proportion to their nbilit.r to pay. 

:t 1a unsound, especially at a time like this, to proceed 

>n the aseWDpt1on that any group ot our people ebould be 

•analhed or that an.r eeot1on should be exoapted troa eharing 

r COIIIJDon teak. We all want labor to earn fair wages, 

lhe farmer to have his proper share ot tllU national income, 

business to make a tA1r profit , 
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Pl~aee note that I uaed tbu tor. 1 ta1r• prot1t. Wo 

bue1noll, no Amorioen, should make inordlnate and exoeeeiYe 

protlte out ot this national amerseno;r, Tbe Congreae baa 

tried to deal with the problem ot detenae profiteering 

through exoeee proUts taxes. Ve all know bow hard 1t 11 to 

dniae an:r excess profits tax which 1B 100 per cent 

protection against defense profiteering, but 1 hope that the 

bill to be written b;r this Committee with be helpful in 

further reducing the evU. Tha Aaerioan people do not intend 

tbat an;r ot their nwaber shall grow rich and tat out ot thle 

country's danger, Tbe:r will, in 1111 opinion, eupport a.n,r 

fair and workable tax that will help to keep this from 

cccurrln&, 

The Treaeur;r is prepared to auggeat tax revisions of 

Vhlch the •oat 1mportant featurea are an 1noreaae of 1nco• 

tax r atu, a lower1ng or tbe m1ni.llull inoo• aubJeot to eurtax, 

&II inoreue in exoeee protita tax, and finallJ, new exo1• 

tuee on a n1111be r of oo11111od1t18a vh1oh are not aaeentinl to 

tba defenee prograa. llr, Sullivan and the Trea•Ul'J Btatt 

are bere to dieouee theae auggeationa in data1l , 

In oonolueion I abould like to a&ke one .ore oblerYa-

t1cn, The Amarioan people, I bel1en , have outgrown the old idea 

that taxea were exaotiona toroed upon the• b;r their GovernMnt. 
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Ye ~~ave come to underetan.d, eepeoiall)' 1n recent reare, 

that taxee are payments tor aervioee rendered, Ve can look 

about ua and aee highways, soboole, airporte, reola11at1on 

work and Government aotivitiee or all kinde whioh have been 

paid tor by our own ettorte. Our daily liv .. would be 

insupportable it 1t ·were not tor the neooeeit1ea and the 

oonYenienoee whioh our taxes have =ade poee1ble. 

157 

We are nov about to pay tor the greateet service or all: 

the aa!at)' and protection o! our country. How muoh dooa 

1t mean to the Amerioan taxpayer to have a navy guarding 

American ahorest How much does it lilian to him to have an 

adequate supply or airplanes and other weapon• or national 

detanaet How muob ia it worth to be a tree man living in a 

tree landt It we reaember alway• the eervloae we are reoe1v-

1ng aa 1nd1 v iduale, the new taxee will eeem a ellall prloe to 

PAJ, The .laerloan people are rea47 to p&J that price. 

- 0 0 0-
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Wloa .. a ronU of .U aa\loaal •.r~awr~OTCII , tile 1ocnMa7 11M 

pola\14 lo tbJ'M co'Nnliac prlllolplae; flnl, u.at tile II'M'• 

par\ of the coel of tho -I""CT a.t ... ao procna tbcnal4 M _. 

tru curraal taxea rather \baA borroviac; aocolld, \bot tha .. 

._. aholll4 be colleo\o4 vi\h a ~ of 1D'-f- vitla 

tho etteotlTO aobilhat1o11 of all our aan power, uae,prlal 

copoci'T, bulaoaa OZI\orprlaa, alld ~~atloaal raaoare<~a; alld , 

Wft, \be\ \be ..!41\loaal .... ........ -al\o\e4 _, \be 

-paq llllo1ll4 bo 4h\rl'bv.\e4 equl\Ml:T - \be anwal 

...,,. of our popul&Uoa. 

b fo...al&Uac u.o \aa JII'Ocn- I • aloall\ \o n\li.M, w 

-.. Mea llll4e4 -, \liMo •lo prlaclploo. I ......,, lliJ', -· 

lho\ ve )la'N pJ'<ICOI4e4 OD \be ........ UOD \bat ve _, \be klJI4 

ot Jot.ral I'OTO..... .,.,. IObloh .... " l'Mlll:T ....,... .... \o tbo 

ldl.ea'• ~"' .,_ tlala Jo'll 11 ._. u4 tile _..,., 

.._ a ., ..,_ ,... • .....a w tl-.& tor t~~e _.. 

... ,.. -·--. --- .. ,.. .. .,...ue ~ _., 

158 
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tile •or 1 of I.JitlaU..-,. lift• ••.,•-•te- n.l, .a 
•' '' a'I014e4. :IIDMdft rell- • 'boi'Nifb&, .._.._. 

•Ub ~- pvo!lulllc power, -u -n a 1U., u4 

~ upvar4 lAfl'UIICI Oil prlOM • !o &'1'014 \btl, \luo \u 

P"'IJ'ell lo eno11Ual. 

fblo \ox prop-u will oaab1e WI \o 4letrl'lnlte \lui 'llolr4aa of 

utou•• ooete e¢hb~. lloreoftl', rleliiC uUOIIal '- oarrl• 

w1 \b l\ a P"'ltr ablll t7 \o 1>81 ti!IXeo. I o 8&11 CNI toreooe wluo\luor 

\be tutvo vtll brine p-oater or 1e01er 1\billtT 11114 1t to \lui 

ktter part ot v1"""- to tal<b 114ftnbce ot the oer\allltT of \lui 

pro cOAt. 

111\b tb"e hn4:>Mntal cone14eretlo111 111 81M, \be 'lriUU7 

hac ooeo \o \bo oonc1woton tbat curr•t kUo IUbo1ll4 prorlol.e 

oppronutelJ' t-tli1r4e ot Jeol.erlll ospell41tureo 4urtac \be 

-rpnq porlo4. 111 \01'111 ot \bo $19 blllloll eliJIIII41 t- """ 

lD41oate4 tor ttoclll. 7181 194;!, \blo re¢ree n tu ~·•• 71•1A-­

bc $12,667,000,000. l'rMent tazo• eze expeote4 to prorlol.e 

t9,22},000,000, 116rliiC ~tol.J' •}•5 bllllOII \o 111 ra1ee4 

~ ""' tuee. !be ~ • o procna 11 4eelpecl to F"'­

opproxl.atelJ' tble -•· 

Ill 41rlelllc \ blo proem-. 1t - roOOCI'l•M Ulat o!.Mplte 

lnwal reoen\ rorlelDill 111 the rl&l>t 4lftO\lOIIt Ula Je4eNl 

• ._ qet• 11 etlll lloaTllJ' vol&b\e4 vi\b oo- \uee, 

JIU'\10011#17 111 'G'lev of \M os\.,.1..., ue ot ..ab - 117 Utot 

1\at... l'llr \ble r-11, "" coaelol.er U ttppropftl\\1 \ba\ a rwu • 

pnp,. Mel..,. to _, earpaq WeN -•• 1'117 ~ • 

MUl\J'-...,... -·eo \bM \lui •tift IIFI- .._. lte __. .... 

late ._,.., .. , ==· 
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Af\OJ' \beOO chp I'M en ...... l'ilptM& 'apOII \lie ~\ ,..,., __ 

qotee, rouPl7 -thlri will lie darl..S troa eeob of tiM three 

catecoriu - oae-tblri troa 111>111 tr-to-JMIT taxee, oae-thlri troa 

corporett ,.,. .. , &114 o_.thll'<l troa a~U7 •ohll, 

!bo 111p0rtanco of lDCroulac our roUaaco ~· tho a'blU tr­

to-pq ,.,. •• _, " ........ ,,.....14. ODl7 throUII> 0 abllltr-\o-JMIT• 

tun can tax burden• 'be d.iotr1buto4 with ceretul repri to oqllit)'. 

C)oM .... UOA taxoe burden COlli,_J'I without repri oitbar to lDCOM 

or to foall7 DOo4o &114 reoponol'bUlt7 &114 tbla fail w ... , tho 

tnt of oqul\7. Ho,...,or, t he deolra'bUlt)' of eblllt)'-to-JMIT 

\eloo lo aot onlJ a .,\tor of ettellllac e felror 41otrlbut1oa of 

1.80 

tbo 1Acreaoo4 &114 total tu loo4. lllcreelllll roltaac• upoa 0e'blll v­
to-pq• tuoe h e .. oaUel U' our eoo- 11 to ooaUwo et 

rouo110bly hJ.ch l..,olo of oaUoDel lllcou at\or tbe oti.JNJ.uo troa 

our o.ruaeat oxpen4lt111'oo ie ro4uco4. 

In tbo flrot tuU JMZ of tbolr oporeUoll tho !reuur71
• 

,.., .... propooalo ere expected to )'lol4 epprox1.8fth17 .),6oo,OOO,OOO 

of!!! e4d.iUoDel r ... ollllo. 

tile )'lolda of tho ill41Y1~ u- ad4 t o • total of epproxi­

•tol)' til blUloa. Jt lboul4 'be noted, bo,...or, tho\ \be 

utbate4 )'le14 of eecb of u.. 1\- hot -• ooepta\o4 ri\boGt 

roforeaco to tho ln\errela\14 off octo of tho ,..,oral propooala • 

In •- cuoe tho l.llpoe1\1oa of one tax rill 4ooreeae \be )'le14 of 

otbotro, !ftlv.a aa lao.....,. 1a tho oorponUoa tax rill uoroue U.. 
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_... '"n'• tu. IAOa au• aa -•••"• ..... _. - '"'"• 
.. wlll J.UIId• ......... ,saM., .. b&l...u.l ._ .... 

11 enlaD'• \llllt aftv • .u- tw *• hetor tM ... J'i.U ot tM 

~'"~""" procna .. tu k •pproat•••~T f3,6oo,ooo,ooo. 

n .-u " ...,, .. ,.,., -* ot ..,. '" .... la we &a wtU ... • 

'M neel•e4 dllrllll tlaCIIl 191!2, !be 1111 la popnh will UliiF tM 

oollecUoa of abOU\ lto perca\ ot U uatll tbcal l!JIIJ, 

!hll lacrea .. , 1t ehould be DOted, la what " oatlate would ranl\ 

troD rete c.'>AA&III al?ne, our aDd. a bon tbe bieber I'IITOI:IUII -tllcb tbll 

pNo .. t raue l!O\lld ban Jiel4..t oa tbe bull of 1Jiproo>e4 bD8ha .. a 

ooD4Uiooa of 1!)41 eDd 1942, !'be lad.l•idur.l aM. corporation 1aooae taxu, 

11a1 corporate ezuaa profit• tu, &D4 tbll Cit\ &a ere ••U•te4 on tbll 

'-'I• of calaDder 7Mr 1!)41 l..,ele ot lDcCIDII, ........ the other tuaa 

Ia Clnarel ...... eaUaa\..t at llu1Maa loiYele toraoaat tor the fhcal 

rau1!)42. 

'11.\bftt all.....ac:a t'l>r tbll alartaiD&p (al.....S, 1Ja4loate4) \laa propoae4 

'-... " 1n lntiYidv.l nnu l'llhe .nu raha appi'OldatelT 

$1,521,000,000, tba ,..., ....... 4 .. tate 11114 ctft tax rat .. 11114 r..sue4 

... ,.,u_ $)47 aUUoa, 11114 the uor ... ..t oorporaUoa \uee, laal.U..C 

'-"' tbll .,..,... protlta &a u4 \laa corporaUoa Ia- tu, -IT ~ 

aUu.,., !be realalJII $1,2}},000,000 WD~4 k l'llla..t troa Utir 

aolaea, apJ~NZ!atelT $111 &dlUoa -u, troa tollaoco, $171 aUlloa 

flooD U40M~r, aM tl67 &dlUoa troa otlaar Uldaa -· 

Ja .. ~Ual ._ ... " l8 ...... \a ..a _, ..,U• 

Mla wltla \he tint 4ollar l1f ...Ua ~ aM to ._.... tM -.rtu 

,.,. '9 to u. •no.ooo s- :&.do ao ....... 1a ,...liM la tlaa 
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" \lie oloM of '" *' n-l ~ '" .... of ... 

..,.rlUM O!ltO,_'-C Mhlel tJ5 MUS.., .. 'Ulloa of wld.cill 

_ 1A ' "" k8D4II of lll41ndlule. ._ a-su .... ._... 

t r .. tbo ..orul tax but DOt fro• tbo OVW, M4 _.., Ia ar-o 

ln tllo rn.Uo of the 110nnl \liZ u oppoao4 u Ulo -w ww14 

oaiiMCO the ...Uuo of tho tnx ...-ptloo. 

!ho propooAlo lean tho pveoool ozo,.ttou =o!t·ol"", tooa 

rill rocall th"t tho elte."JJ)Uona v oro ou'bot...,tll\117 d.eoroaaod liT 

tho a. ... nuo .&ct of l94o. Aa a ro.W.t of thet Act, approx1utol7 

1,200,000 .,.., roturoa will 'be f1lo4 1n 1941, ao4 \bore vlU be 

ooarl7 11,000,000 nov t-en. 

!bo propoood lo...-o 1n tbo poJ'OOIIal ln- tax.oo &rO INII­

ohntl.U, On the fh•ot 'bn.clr:ot of 1DCOH abo.,. poroou.l. ... ..,.. 

Uolllo tb6 coablllocl ov.rliiZ, DOrMl tax ""' uf ... ao tiiX rata " 

16.5 poroent ,.. ooaparocl v1 tb 4.4 porooa' 'UI4ar pree..,t :LD. 

111Cri&IOI &re propooocl thJ'oucbout mcll of tbo rate oobodUa llllt 

tbq tnpor ott u tho YOl'7 hlch roho of the blchOr b~a &rO 

roocllod. 'UD4or pro..,t law, 11 aarrlocl poro'lD vl\11 DO 4_,o4ah 

lll4 a Mt 1D00100 before pon'>Gal ... ..,uon of tz,5QO pqo a W 

of $11; the propoao4 aabAiclDlo vlll 1'1\iao hla W to t12 llr 2.9 

porcoat of hlo 110t &oooao. !ho - poraoa vltll a t5,000 .. , 

l.llo<>ao Pl9'' $110 1lll4er \be proa•t :LD. .,.,._ U.. pi'OPOMl bo 

woul.4 P19' t5o6 or ao attectl.,. nta of 10.1 ~'· Jbr • 

Donlocl por- hftrliiC llO ,., ...... vltll" $10,000 lAM•· , ... 

propooocl eobadlolo vlll lllllr-• \be W trna t521 \o $1,621, • 

attoou.,. '"'" or 16.] ,.. a ••• 
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Ia lila oooeidanUo: of \haee n\ee, 1 ..... , U.\ 

,_..uO'IIlar eu•Uoo 'lie pa14 aot \o \be ,.._.._. ot , ....... 

wt to \l1o ...,,..., of the '"" N>4 \be eftoo\lft ra\e of ""' 

'biiMOil• 111\ila 1D aoM of \be lowel' 'III'&Oke\a \he laoHUee an 

1 ..,...tl)..to14, the pi'OJ)Or\1011 of the lDoooe repl'ee ... w '117 \he 

lohl IU 11 110\ WI4111J larp. 

Durlac the paat tev aontho hWidl'e4• of t boua&ll4e of 70\liiC 

...,. ba'I'O b..., 1D41lcte4 into tho arao4 eorno .. of \he United 

Stoho 0114 baft e11tel'ed ti'IIJ.IIillc Cllllpe. Ia 4olac eo \1140' haft 

forocone oarnlace In c1v111an occupat lo111 0114 11ov receive a basic 

pe7 of $JO per aonth. ll>ethor the" MD •- troa t_., taclol'iee, 

banlco or prote .. ional ofticee, tbq heft oUI'I'OD4oro4 a tar ~-tar 

pert ot tllelr poten\lnl oarDiDP tllan will be cnllo4 tor troa 

MTOU Wl4er thia bill. '!ho 01111 vho earu " 11at lDoooe of 

$2,500 ouhi4e the omo4 etll'rlaee hu t;!,llfd lett after ~t 

ot tba propoM4 lnco- ""'· It he 1a 1D the arM4 earncea hie 

1._ will bo $)6o. '!he - who aer~~e t5,000 1D cl..Ui• uta 

vUl haft $11,~2 loti, ae cnDti'Mto4 to the t}60. It he .....,.. 

$10,000 be will havo $1,0112 loti. '!he \UN oalle4 tor '117 thMe 

propooah .... Hell\ 1D4ee4 u COJIPU'M to \be MOI'1t1- vbich 

larp 11\lllboro uo Wl4al'pliiC 1a •\el'liiC a11UU7 etll'rl-· 
'!ho propooe4 oeta\e aD4 £1ft tu reYlllou N'O ee\loe\84 \o 

7lel4 *3117 llilllo11. '!hie would 'lie o'b\oillo4 '117 lDONUIIIC tha 

••tete &114 pf\ ""' ratae, 8114 '117 retaaolac troa ti!O,OOO "' 

~.ooo \be epeottlc ......,.uo: ....._ ,.,. ••W• ""' M4 \be ctn 

\az, Ml4 tho u-_, •• i,. _._ t.,. ee\ala """ 
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!be eoSDpUOD of U.... l)I'O'!)OWI .....U l-1111 \M tu oa a 

f50,000 aat oatato 'bafoi'O IUI!p\loa froa t220 to tz.l&o. A De\ 

utAtO of tlOO,OOO DOW PIO"I t4,620; uKar \be PI'OIIOoal H vaal4 

pq tl5,290• In the ouo of a alUl~4ollU' oo\ata, tho taz 

llAbllH7 ..,ul4 'be laoruaed fr,. t:!21, 710 to tl ,1155. 'lboae 

fl~•• refer to tho le4eral taz llnbl lltJ before ~otlooa 

for tax" pa14 to Stateo. 

!llo chaDGI• 1D tho bitt tt\X would 71114 oaall ...,....\1 of 

..-uo bec1DD1a.J l n flacal 7enz 1942. !he eetato taz oheDce•· 

l:o..,.ar , would not 'b~n t o 7iold rnonua W>tll ! h eal '/0111' 1943· 

I\ b oua<~otod t hat the QXCO .. profltl t iOX bo M4o 110r0 

ottooU'JI AD4 eoro prodllct1Te. In a period lUte thlo when, on 

the ono hMd, the dotonee prouao lo chiD« rloa to aubotonUal 

pl'<lflt lnoroaoao nn4, on tho other halld, heav ad41t1oDal ta:uo 

N'e bolng l.apooe4 on o .. o.,.ono, 1 t lo hlclll¥ a .. tr .. 'ble thl\t tho 

proti\1 dlroc\17 or 1n41roc\l7 nttrlbutAbla to the 4afanae pro-. 

ao voll ao aU exco .. lft proflto , abould be nbJoct to o!*'lal 

tl\r&Uon. 

:Doe to utonolol\l 1D t!>o date of retura flllnc nocoaolto*ed 

'117 t he recent -~to to the .,.ceoo ProtUo !Dx Ac\ the ra-
61'0 Juot boglDD.l~ to be rocohod 1n WuhlJIC\on. lA tho Ucl>\ of 

whAt h alreftdT lalovn, hovaver , lt 11 ballaved that tho n­

eon bo lncraaoad $1100 allllona throu&b redllctloao ln oradlt 

(partloultJZ17 l n tho cue of 1Dnot ad o,.,ltal) nn4 lnoraaeea ill 

l'a\.ea. 
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Ia ordar \Ia\ - ~ U. eMl\'-1 ._ _.._ -. "-- 'r 

all ccrporaUoaa wiUl ae\ ~. H h pnpo•4 al• w tam 1111 

tile ceaol'al oorporaUoa ~- tu. la Wo ao-Uoa, llcwNr, 

u h 111p0r-\ w ll:oep 1A a1A4 \hot la \be pu\..., t•-c!al 

ccrponUoao baft rooolfttl pracUoal --..uoa tna u.o ~ ' tu 

4,.. to t be1 r owerohip of \~x-u..,\ oocviUoo. 1 1arp ""1-! 

ot tbeoo .. ev1 u .. 1a 1A t he fo,. ot pa.r\1a11J' tu-exnpt l'ederal. 

oocur1Uoo. lt pre••'· eppnudaatolJ' $20 lt1U 1oa of .-

aacur1 Uoo aro lwld b)' corporaUo111 \bat aro 11Ul>Ject to \be J'edoral. 

1•"""' \6&, llboaJI t.beoe oecurtu .. nro pw-clluod u,.. aot 

.. u c1pato4, o1\bor b)' \bo Ooftt.ea\ or • oorporot1cao, \ba\ 

the to ltonet1 t fro• tbla would lto ao cr•• 11 1\ h . 1\ h 

UD4ea1ra'ble tblt.t 111q a441Uoaal tu 'baaetl\ k 11'111\od b)' 

1ooraeolll& \M aorul ra\o on oorporaUoaa . looor411111T, 1\ io 

.,..,, .. \116\ a11 1A.,.....o 1A Ulo aorporato ta& rato k .... 1A 

tho f o .. of a nrtaz a\ Ulo rato of 5 po.-\ M \be tlnt 

*25,000 of M\ 1Acoao 11114 6 po..-t oa \be 'bolnoo. !blo wUl 

)'loU $5:55 alllioa. 

la tho f1ol4 of ezcioo tuaUoa, 1\ h pnpo .... \ba\ a_.... 

ot aft tazoo k iapooo4 11114 t~w ratoo of - edo\1111 tazoo 'bo 

1Doroooo4. Yo ba.,. ..._.,.,.. .. w a'IJ'Ol4 eaol•• *iall .....a14 fall 

• 
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on tho bade nooeulUeo of Ute aD4 u:olooo vhloll, vlllle 

~rod\10\1 vo, vc~4 o"utl\ut.e "" lDcrouo 111 the ooo\ of ul.a& 

W.lntll on4 thuo vCJilld be paaaed OD to \he 0ofti'IIMGt aD4 to 

tho 17'"bl1o ln ceaeral price increueo. ~ ba ... , -..r, oaleo\ed 

-tnin luxut7 m:Uclao which, t ho"41> videl;f u .. 4, m:o not 

oocouHIM. 1\ lo oUQ!Ooto4 thAt In the lld>t of our onl'-all 

ro....,• ro'l"ircDell\o tbo uoero of \hooo arttclu QN1 DOV be ooloo4 

to POT a441 Uonal tax.o•· 'l'he 1 tot of \heoo oxolou Ia HaHe<i b7 

tho dlttlcul.\7 of flD4inc: co"""dlttoo c"nouaed ln outtlcloot 

q11a11U Uoo to brtne 1n r ...... ,.. c'>DIOODOilr&to vtth the expcoo of 

!14Dlnhtra\lon. Un4t>ubte41T, the CoaooUtoo vlll ....,t to cono14ar 

tho ~oolblll\7 of o441DC athOl' ooaao41Uoo to the Uot. 

I\ h o11Q';ooto4 tbat all o441Uonal ll c•U a paol<llp be a44e4 

to tho to>: en ctpretteo aD4 tba\ \he rateo on olpro, toMeco 

ao4 ll!utt, 110\ 1ncroaae4 olnco 1911, be 4t>ub1ocl. !!lAo" ucrouoo 

vUl 11•14 a;ll)r0xi.Dotol1 $200 Dillion. 

111 t he catecorJ of liquor taza&lon, u to p~oe4 to tapoae 

011 a441Unl1al tax of $1 per .,.no .. oo. 4!oUlle4 opuUo, $1 per 

barril oo. terMilted Dal\ Uquon, aD4 a lW/J peroct ~· 

00 Vllloe, cordlalo and U""""'"' theM \hr .. 01j~atM \o Jial4 

oollto\lft'l;f .171 811lioD. 

Other lDCreuee 1D oneUliC oaot- and .,.., amt••• to 

7hlt $167 AllliOil III'O propooe4 lll _ ...... vi\ll \he tollotdiiC 

tebaQle, 
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