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) TREASURY DEPARTMENT 

• INTER-oFFICE COMMUNICATION 

TO Secrourt Morgontblo> 

•••• )lr. OocllraD C OI\;F~Df::: N TIA L 

ReGittt rtd otor1l nc tranoactlono or tho r~ortlnc banko wore a o tollovoa 

Sold to co .. erclal concern• 
Purcbeeed from eoaaercl&l concern• 

£4J,OOO 
£ 6,000 

Op•• market eterlln& vao quoted 1\t 4,0J-J/II, aDd there ""re no reportd t....,._ 
-.euou, 

In a eaall aarlcot tho diacount !or t ho Canadlan doller &;~&In I11J>rond, At tho 
opt ollli to4t.)' 1t val quoted at 11~ diacount, and at tho cloto t ho l'!ltt ..ao 10- 7/gf, 
lilteol.lDt. 

In ~•• York, clooinc quot at l ono tor tho !orelcn curronoloo lioted bolov wort 
u rollovot 

Argentino peoo (!roo) 
Jrazl llan mi1raio (troo) 
UruguAYan pooo (tree) 
Colombian peoo 
Mexican pooo 
Cuban poto 

. 2J85 

. 0505 
, 4J80 
.ssoo 
. 2070 
1-1/1~ dl ocount 

In Sb&Dgllal, tho ru-n vao ott 1/1&1 at 5-3/32;. Sttrl lnc decllooi J/41 to 
-,01-1/~. 

!htro Vtrl DO pld trenoactlOT11 CODIUIDI&hd b7 U todt.)', 

lio oov lOld on~eMnto '"'re reported. 

fho London t1xln& price• for opot aDd forward onn r vera both up 1 /164 et 
'3-7/164, tilt D. 3, oqui<ralont of thh price h 42, 551• 

T~t 'l'rtAIIuy ' o puroheto price tor !on Ill' ollYtr vu unchMged at 351• Baod)' 
an4 liar~U ' o eottl•••nt price tor toreicn ollYtr vat alto unchenctd at J4-Jf4;. 
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JULI'I'.ARY lh"'l'ELLIG;;:)(CZ DIVISIO!I 
liAR llEP ART~IZI>'T 

\laohin&ton, Au&u•t 6 , 1941 

TEII"'l'.lll'fV! LESSOl'S l!U'LL:IIrlll 
No. 141 

G-2/2657-235 

The information conta1ned in thia oori eo of bulletins 
will be reotricted to item• from official oourcoo vhich ere 
reaoonably confirmed. The leooono neceuer1ly are tentative 
and in no eenae mature studiee. 

Thlo document is bein& given an opJ1roved diotribution, 
Alld no additional copies ere ava1lablo in t he IUUtary fntel­
U&once Diviaion. For provhiono covornin& ito reproduction, 
oee Le~ter 'l'AG 350.05 (9-19-«1) 11-~11. 

G:i:R!Wi ~IOUNTA!ll TROOPS ATTACX 
J.!ZTAXAS LIIIS 

203 

Tbie bulletin is baaed u,on a r e»ort aubmitted on Mey 31, 1941, 
by an American official observer in Berlin. Included in the report 
vu 4 tranolation of an article which e._!)l)eared I ley 7, 1941, in .llll. ~­
~. an official Ger..., magazine. 

Intended propagandistic ettect o ahould not be overlooked. 

3. COMl1:NT 
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GZ:RJ.IAN 1-'JUN'l'AIN TROOPS t.:nt.r:t. lu:'I'AXA5 LU.'t 

1. G:c:!!li!\AL 

It Ia thought that there are at leaat seven mounte1n dlvlslono 
In tho Gorman Armf: aome estimates go aa high aa twelve, but only aeven 
aueb dlv!alont have been identified. 

Theta divisions are organized. 
terrain In which they are to operate. 
training, and even the organization of 
d!f!ertd In oaey respect. frol!l that of 
recently In the Balkans. 

equipped, and trained for the 
f or inatnnce , the e~ui~~ent, 
the counta1n divisions in liorwe¥ 
the dlvlalona thPt operated 

Tho personnel of all ""untdn divltlona Ia rec.ruited largely 
trom tho J:lOuntainoua distrlcto of Geman.v. Occulonoll,v entire dlvhlona 
art co"lJ))tod of gen from on• relatl vely a mall area. A sound heart and 
luna• . and a knolfledge of :oounte1n climbing and ok11ng era 8l>OD8 the 
requlrooont e for service In theao d1 vi tiona. 

Tho details of tre1n1ng, organization, and equl,oent are unknown. 

It io believed that the ael!-ouat~lnlng Infantry combat unit 
In tho mountain divi sion lo the battalion rather than the regi~ent, 
Since they are not likely to encounter tanka on the terre1n over >rhleh the; 
opert.te , mountain divi sions have no tu~titMk unite. OrcUn$rl ly t hey are 
provided "I th pack animals and equi,,..nt to co:rry their B,l!l!iiUlll tlon, food, 
beu"6e , and hea.vy o.rms - cortaro , light artillery , and machine guns . 
Ho~ever , it Ia knovn that oo~e mounta.ln dlvialona at least a.re provided 
vlth " llbera.l v..ount of ector tren*!)Ortatlon, lncludir.g vheel-track 
ca.rrlera for light a.rtillery, a.nd ,oaolbly for corta.rs a.nd ~onltlon . 
Photogr.,ho have been ~bliabed of mountain d1Yisiona trens,or ting their 
pa.elc anlulo 0y truck, but this aay not baYt been organic tnns,ortatlon. 

In addition to the normal mean• of co~1cation, 2ounteJn unite 
atlll r.lllko liberal use of the olfiDal lfiCP. 

Indlvldua.l equipment Include• ouch opeci•l lteos as mounta.ln 
cl1::n'b1f18 thoea , &now aboes , :.>ic!ta.xea , climbing ro1)e& , and whi t e anow 
ehlrta. 

The training of these unlta 11 baoic~lly lnfa.ntry, OUP'le~ented 
by 'loneer tra.lning in ov•rcomlng difficult mountAinouo terrain. Tho 
troopo muot be prepa.red to fight In high altltudee, in deep valleys, in 
narrov count&in petsea, in snow or on "laciere: thia is generally charac~ 
terited ao ahock troop, cloae range, !1ghtlft4. 

l'.?S'l'RICTW! 
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Tho above sketch is drawn to illuatrato tho general action of 

the battalion whose operation• are outlined in t he following paragraph•. 

a. .\pr1l 6 

It vu Juat put al.<lnight. An ley wind 11<0l't over the bare beech 
alopea and into our amall hut. Deopit e ~be tire inoido, with ito donao 
tooke, i t wu too cold to alee,. Outaide , tho hollow tootstepl of t he 
aentinola reaounded and then faded into deathly silence, on~v to return 
a 11 t~le later. Cautiously , we ote7,>ed froro the but in~o the urkneu 
ot the night. The vhlt e ereat of tho Koncur atood out agalnat the clear , 
atarlit aky. Aer oae no- nan'o-land, Vhore t he Creek aentlnel a were pooted, 
"" hoard the turiouo barking of watch doga. 

A etr ange f eeling came over ue: in only f ivo hour • the rot.r of 
our ert1 llery wo\\ld br eal< the at i llneu of thoiO mountain• and we vould 
~ova out for the attack . Our mioeion wao to o~on tho Rupel Paoa f rom 
tho flank and vi th it the ~in rout e to Saloniki . In order to accomplioh 
thla roioeion, ve had to break tbroU&b the llete.xal Line, whose bwlkora 
in t~i• area wer e ao high aa 6, 500 feot above ••a level . There ere no 
hiatorlce.l ex...,le• of co,.bat at IUCh ,Uti tudeo ag~lnat cunningly 
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installed fort i ficat ion• • 
• 

Vith va t cb in band, we avaited the de,yll&bt. At !!-hour hell 

broke looao ; the ~alley waa filled with amoko from tho conotont artillery 

fire: the rocks trembled; hootile bunker o wer e obscured by gigantic 

fouatains of earth, atones and oDoko . Juot aa abrupt ly eo the Jave of 

hell wer e opened, they were cl ooed again, A det tbly oti l l neee fell over 

the terrain: lonely blackbi r d• unconcernedly ~hietling thei r greet ings 

to the ne~ d'v gave tbe only oound. 

~. hel d our br eath and listened, Suddenly t he aonga of the 

blackbird& vere drovned bw a et range buzzing uadertone, ao if countleos 

hornets "ere a;>proachi n& in dioorderly fli&bt . The buzzing became a 

••tallic roAr , an ominoue rumbl e of ootoro - dive-bombing pl anes . Vhile 

the planes dived t oward mountl'.in aide a studded w1tb bunker> , we advanced 

on narrow 9aths in the deep snow to the con~d 'ost ot the let 3&ttalior 

where tele!)hone lines l ed out to the corll!)an.v command :1o1t~. Soon , tho 

first report• on the ?rogrea• of the attack cace in over the wirea. 

The 3rd Com)lan,v had occupi ed a Greek f r ontier house t.ftor short 

reshtence tnd '"'' advMcir.g to Po!'Ot-L1"i tie.. The lot Com;oeny had 

penetrated into the Greek f r ont line trench and bad over,overed the re­

oittlllll ene107 - the artillery observ~r Yitll thle com)leny ""s severely 

vou.~ded. 

Tho steep , rocky cr est which formed the frontier between :suJ.gari1 

L1d Greece. towared over u~. Froc that creat , the terrain alo?ed steep~ 

to the south . The ano~-covered saddle of Ro?eteo wea on our right: the 

IUJtllllt of Po:>ot- Lh11 taa .,..,. qulte near at hand on our left . At t he 

clerlgnated hour , after artillery and dive-bombing attacke , the oounta1n 

chaueurs climbed the oteo'> olopea of the deep chealll in front of Po:po~ 

Li"itla, from whou s idee i.nfeJttr y and .,.cblne cun f ire resounded throug' 

out the :ounteJ.no, filling the,. v1 tb a continual u:>r oar. 

The bunker• on t be nortllweetorn slope of Popot-Liwitoa could be 

seen clearlr throuch the ocieeors telesco~. The al ope wao cover ed vit h 

nu.~roua deep cr aters le f t by the dive-bombing and artillery attacke, 

~~t the Greeks never ~avered . 3ehind their thick concrete ~all• t hey 

patiently '<ltbstood the deveatating German fi r e L'\d r et urned to their 

guno at the bunker l ooJ)bol eo to re:.>Uloe tho attac!: of the chaueure. 

Our heavr antlaircrart or bunker guno "o"ld have omashed thlt resiltence 

quickly, but none of tllooe VOfi.">>ns which had br oken through the 1-leginot 

Line , the !lyle end the Grabbe Linea , and the lleyrnd Line, co•1ld be 

brought up her e . Mortars and oounta1n gune , vhich hM been carri ed up 

by DUleo on pathe dug out of tho snow !or this •:>ocial ~ur,oee, wore tbt 

only heavy wep,ont aa1t 1 t ing the mount~n chasaeura: aalde froa the••· 

they had t o rel y on t hemoelves. 

Covered by the fire ot ~ mach i ne gunt, ve aprang acroaa to 

_,_ _______ ____ _ - -- -
- - - - - -
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the Greek frontier guard. 

At dutk t her e were aer ioua tacea •t the batt~lio~ commend poa t -
tho enemy was r esisting tenaciously. 

Tho lot Com,~ reported th~t even in t hei r trenches the 
wounded Greeks , lying on the ground., etill lunged 1<ith t heir b"vonett. 
The compN\V had cleaned out the trench , but only at the cost of mN\V 
ki lled and wou.~ded among its ranks . 

~he 3rd Co~~' reported that one ?l~toon was in contact vitb 
the firot bunker , but that the concrete in the bunker vas so strons 
that attecpta to blov it up bad not been aucceaa~Jl . 

Sicilar reports were received froa the other eleaents of the 
regi:>ent. 

The battalion adJutant rer.ainod constantly at the telophone 
ell through the niO>t . 

b. Mril 7 

Stor~ wind drove ragged cl oud• acroaa the mountains. Bain, 
o!ngled with an ow, limited all viii b1li ty. Oceaoionolly the glhtening 
~•t r ocks of t!ount Ropesco co\ud be eoon t hro-..gh r •nts in the elou<'.s . 
lit "er e all "'Ot to the skin; •hiver ing with cold (Uid wi th chattering 
tee th, ~• l~ in the bol es we had dug in tho &now. The enemy "'as otill 
r uiatlng. A Greek counterattack at Popot-Lhritea n&einst one of our 
machine sun nuts wa.s r e!"Jlaed. The Gre .. ka rushed forward from t he 
r!&ht and left down the muntaln to,.ud ono of our gunners. He fired 
one bolt of a=ition at t hel!l, but hit gun Jo.."l:led and he had to with­
drav . .&. Greek soldier Jucped et hi a A!ld a vreatUng ""tell begM. They 
both tu..,bled Md r olled do>m the 1:10untainaide before t h• =chine gunner 
finally broke loose Md overca.r;e the Greek . 

Stretchrr beuers . vad1n& knee-deep in r.!Wi p_~d tnow, twice in 
04 ho~a deacende~ !ron the f r ont line to Petrie~>. c~~;ing wounded . 
Sev•ral of the bearers collapsed. 

The ration dete~la , under conttant hoatile fire, cli~bed tr~ougb 
a deep chaam to bring food to t heir comrade• at t he front. 

Froo the battalion command !)Oit to the foremot.t :_)latoon at 
Popot-Liw1 taa "'-'t\S o. six-hour journey t or the messengers. 

The mule leaders tirol eaal y atcendod and descended the counta1n 
vith thei r columns in or der to eu~>ly the excea•ive de.,..nda for amcuni­
tion . For tvo da;rs they had no ti oe out to eat end aleep. 
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~bout noon, a favorable meooage caco through; the ~djacent 
battalion had captured letibli, where all bunker• are connected b7 
underground tunnela , and where barracko , IU!)!)l.y depoto, •nd other 
lnotalle.tlono are built into the rocka. 

'!'he 2nd Colll!)an..v attacked the Sultanitaa raft8e . After r eaching 
the aum.'!lit it worked its wq to the to!) of l'OJ10t-L1w1toa, a!)proaching 
It from the rear. At the foot of the mountain Lieutenant II, with hie 
3rd Coapany, tenaciously continued hio attem,ta to open the loweot 
bunker I wl th erploai veo, or to force thelll to COlli tulate with name 
throwero. In thia r~er the bunkerl along the. western end of Po~ot­
U•~ tl& were approached froD two oidel, on the one oide by the 2nd and 
on tho other b7 the 3rd Col:lj)any . 

c. Aw1l 8 

L01t night vaa unbeexable: heavy onow turned into rain, and a 
plerclne wind blew ince•••~tl.y. Becauae tbe chnaoeuro h•~ no o~ortunlty 
to thtu"'C• their water- soaked clothea, aome eaaea of treating occurred 
In the lot Com:m~y at Popeaco . 

Co~MUn1cat1on •<1 th Lieutenant II had been broken alnce l aot 
night. 1 aCCOiliJ>anied our algnal troopa, l"hloh had been aent out to 
revNr the linee . The ,.,.1nd drove eore.:>l of clouds over the mountains . 
a factor which was In our favor becauae the enemy generally uae forced 
to ocatter hlo machine gun fire indiocr1n1nately . The nearer we ap­
proached l'OJOt-L1w1tse, the more frequently tho machine gun burote 
vhiltled OYer our head• . Our route l ed tte•!)l)' upward. llvery loose 
stone wae avoided , every noise ehunned. The rockt were alt,pery from 
rain; dan!> cloud a silently !>lll&ed b7. Vo worked our "&:I on all foura. 
Tbe wire o:an v1 th his spool on bio b~k tolloved dir ectly behind the 
leader. Suddenl.v, the verUcal aide wall ot " bunker looced before 
uo 111 the aht. A Greek cacblne GUJI a te•• )'ardt av,._v !ired conatantly 
on the uaumed but 1nv1o1ble attacker. Yard by ;rard, '" _>Uahed 
forward froc belov, toward the bunker. 

Jutt at ~a were crawling around tbe bunker, the cloud cover 
dloc,:neared, and we he~ to hide under ond behind the rocks. Ve fe~ed 
that our tteel helmets, wet from the rain , would betrr~ our presence 
and eftord o. target for the flanking bunker >'hlch wao firing at 
Irregular lnterv .. ls . :aut the cloud cover cloud rg.Un "" ouddenly aa 
It ho.d o;>oned, and quickly ve !lll88od that dangerou6 :>l ace and reached 
our cor:u-adeo who had oit:nP.led the correct route t o us. 

Above us , on a nr.rrO'" rocky ?t~th about 100 yarde long , were 50 
ChAteeura who bad been co~ering there tor 48 hour•, e~oaed from above, 
ben••th, right 6nd left, to turlouo clooe-r•nge cachlne gun fire ~henever 
a oteel helmet 8,~eared. ~ey had ,,0nt tvo 1c7 night• on the bare 

!IBST;! I CTEI! 
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roc~• Yith only their s~elter tentl tor cover and ~i th no warz food 
- onl}" oome bread and some canned lllet.t . Shivering "1th cold, t hey le,y 
or atood wi th weapons re~/ to repulee &n ene~v counterattack, and 
oto.red with aunken and burning eyes into the thiclc , rainladen mlet. 

tfhi l e we were s,eak1n.g to the COO!)&f\V com~ender, we heard 
ao=eth ln& roll down the olo!'e. llot until 1t we a P. felt yexds awey on 
our :>Mh did we re~.li ze the.t who.t we heard wao an eeg•grene.de. It 
expl oded before ~e had ti~e even to take cover. The l ieutenent heaved 
a Goronn hand grenade In r e turn. 

A new blasting o,eratlon 11M been ">lanned to !lnlsh the Oo.ll\ker. 
Un4t r cover of fog, the explosive charce waa inatelled on the u,er 
aide . 7be chasaeurs, huddling c l oae tocether . bugged the rocks . ~ea 

the tu••• had t o be Ylthdrawn fro" tbolr "ea;>ona duri ng the explosion, 
Vhlc~ ahattered the rock, but did not bro~c througb the conc=ete. ~e 

htd to vait to see if the ~ioneer e who vero att&C~ing !roo the to' of 
the I:IOU!\tl\in WO"J.ld be :'50re IUCCtltt\11 with their h@&Vier chP.rges . !:1\ 
roU~te from the a-w:::::tit of ?o!)ot-L1w1.taa, they had eJ.rel!.d,:' opened several 
bu.nl:era and h.e.d te!<en sor:Je :>riaonera . RecoMaiasp..nce patrols.. stArting 
from this p....rea, be.d. crossed the SultMitao. and r eached the valley ne&r 
lleon-Patrlltai l"ithout reeiotMce . In t he even! no;, the pioneer det ach­
ment under Serg•ent HaJor K., coming down !roo th• eu.ml t, Joined Ylth 
the chaaaeura e.t the bt.__se of Po~)ot-LiNi teo, ~nd ehort ,,,~rk was me.de of 
tho Gr eoke . 'I'he entrrnc e tunnel t o tho bun' :or ""' bl ocked, and shortly 
there~fter, a t 7:00 P. M., t he gP.rrleon hollted a white flag Md cane 
out tre:>bllng wl tb f ear . 

d . A')rll 9 

~1thin the battalion's zone, the Ropeaco alone wps still 
ret 1at1nc. 7!\e battal.ior: conmand ~oat had been re;oved to iiiron.ja in 
iht StTW:~~< Valley, wher e " soft o,rir-& rain " "' t&lllr.g. 

Vord of tbe ca~ltulation of the Sa lonlkl ar~ spr ead like 
ll4htnlng in our r&r~~: Upon rece1,t of thia ne~• . officers vith a 
truce !l&g i nvited the Ropesco garrison to eurrender under honorable 
conC:.itlona , Md the batte.lion cor.l:Mndflr 1m:Jed1Attl;; "ent a aesaer.ger 

detail to t he let Com~•ny . 

At tlrat with ~~lee , then on foot , we otarted up t he 6600 foot 
~ountain again and continued until 1·10 r eached ita snov line. 

e . A?r11 10 

Vhen we brought the Selonlkl victory oe•••&e t o t he 1st Co~any, 
t he !!opeaco wa1 again cover ed "i t!l deniO clouda >•hicll did not lift 
until about noon. A sno~ ohlrt v~• hoioted ao e flag of truce . Ylaro 
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atter tlere val tent up, but no ene~ 'Dovement could be obaerved. 4 
reeonnaiuanco patrol, p.roceded by tho tnice tla&, marched etraight 
ohtad to tho Greek poaitione. Nobody fired, nob~v caoe out of tho 
bunker: 1t wu om;>ty. 'i'he enemy had cleared out during tho night , 
le~ving hil dead in the trenchea . We learned tror~ !'fl!'Or& found, that 
tho !!neat Greek regiment had been ocployod here and at Popot~Liwitea. 
It had boon withdrawn from the Albani•n front to r~oet tho expected 
GorC'.&ll attack. 

'rho lit co..,any be;:an to "'ove do"" into the valley, forgetting 
ail hardth!po !n a!n&in;: and yodolia&. For tho firot tilte in tour de¥a 
thoy ""uld be oorved a ,ar., o:eal, and they probably would be g! von tiga 
and eurrantt from the Greek food atorea for douort. 

3. CO!m"f 

a. The oocond oection of thio bulletin vaa written by one of tho 
modern German "ar correa'])ondent.a, a meober ot that srou' ot German 
neva.,aper, :not1on picture, and radio ex,erta vho are e.cployed in the 
Propa&anda Coe~;>an!ea . These men ><bo report combat action have all 
receind bade m!litar:~ training to f811iliar!zo t hem vith all ar~:~a. 
They are organized into theao compan!et under military control, an!. 
they may be auigned to a$8a1lt unite in tho air or on the gound. 

b. Tho attack described io charact erized by a eeloetion of pointe 
of attack , and aaaignment of for ces thereto: a plan tor cooporation and 
coordination between att~ing ele~ente: prior r econnaissance and 
proparetion or au;:>ply routeo or patba: prior reeonna!uance and 
preparation of eont e..,lated routeo forward t oward tho hostile position 
u far aa boatile fire and obaenation :>orm!t: inatallation of eo::l!:lWli­
eat ion 04;encieo and :>lan• for their ouatainod operation during tbe o.ttack. 

~ccording to tbe nerratiYo, tho ao~nee of ~ct!on i~ the attack 
a&l.inat ocuntaln bunk!"ra ia , ln general, aa !ollova: 

(1) Intense artillery firo: 

(2) ~ttetl: by dive-boabing ' lanaa, oa,oeially against those 
poai tiona dtfiladod froo artillerr fire: ' 

(3) At tack by infantry - oX?ecially on relt.tively unprotected 
Dunkor-au_~ort ing troo's - covered by all available machine guno, mule­
packed mcrtP.ro , Md light mounttin •.rtillery. llo heavy antiair craft or 
other heavy f;Wll for use egiUnst bunl:era were trl'.na-,orted up to tbeae 
holcbte oYer thia terrain: 

(4) ~tto.ek on ~ers b7 apoei8lly e~ui!'P"d and tr•~ned ; ioneer 
croupa, aup;>orted by fire fro::> anaulting int•.ntry . ITo mention !a 
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co4e of any atte~t to launch a mao• attack againat a fortified po ai tion 
on the contrary , &I one eompSAf reported, one ' latoon Pt a t1ge ~&• tn 
contact with a oinglo bunker. 

c . It ahould be noted that an artillery obaerver accompanied one 
rifle companr ; the i=Plication i a that one ouch oboervor acco~anied 
each of the other rifle cor:lpanies . • 

d. EAch CO"'P&nf vu auigned to Mtt.ck a to">arate defensive ..,oai Uo· 
and ~pParent ly each co~any waa accompani ed by a- pioneer group eq~ipped 
with flMe thrower• and special exploli ve to det.l v1 th bunkers and other 
prepared poaitionl if neceooary. 

e. The r it;oroua cll=ate and rut;t:od terrain encoW>tered b;v the Germe: 
coWitain troopo in thia area indiet.to the noceuit)' for specially 
eq,ui!'J)ed orsanttationa co~oaed of' hard¥, aelected peraonnel, accuatoaed 
to aoWitain cli:::lbint; and trained for coabat under hordahips impooed b)' 
aoWita1noua cond1 Uons . Sl!l&ll Wlitl or even ind1 vidUAl a cq beco=e 
holated for days at a tiae, and the)' euot be prepared by training nnd 
equip=ent to defend thecselveo againat hunt;er , thirot, Md the eleaenta , 
&I well ao against tho eneey . 

f. Rapidly ch~ing "eather condi tiona, et">•cially fog , snot<, rain, 
Md ice , eho\\ld be considered when p lMnin!l combat O#Ori\Uons, either 
attack or defenee, in mountainous terrain. 

ll· Communication is ea:,ecial l)' difficult in mountain fightlnt;, 
but it mutt b" Maintt\ined to inaure the ouccau of t he mi .. ion. Tho 
Cor~• made no a~ocific reference t o r adio oo~cation between the 
battalion and th; coJJ')anioo. The uae of ~<ire for ouch comm-olnicatlon 
DAY have boon due to iack of radio and other uteri ol, or t o the toch­
nict.l inadequacy of the oateriel on hand. 

h. Supply 1a another difficult probltll i n eoUlltain varfare >'here 
rail and "otor routoa are uoUAlly innde<IU"te or entirely lackint:- .t.lr 
'>16ht be uaed to ou;>!)le,ent , and at tlmo replace, u1l and motor •Ul>Pl7 
to bllttllli on and higher Wlito. Tho Germano in thie o~r11tlon used p&CI< 
tranaportat1on to supply units v1 thin tho battalion. to insure anr 
su,ly 10ethod, control of the air it eatential. 

i. It mutt be remeabered that the Breat eet aucceas in the attack 
on the bunkers waa attainod by that :_>1onoer grou;> vhich worked ita we:r 
to the IUMit of Po~ot-Liwitea from t ho r ear Md then operated ag.Unst 
the 'bunkere from th~ ton aide while the bunker aarrisone vere buoy 
snget;i ft!l a COIO!)&nf ap!)r~ach1ng theo from a valle;v below. 
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M.I . D. • V. D. 1.2100 M,, A-t 6, 1941 

SlTijlTION REPQRt 

t. Jottern The&ter . 

~~ Tho orgon1&at1on of tho ooomand ot tho Axle armioo on 
tbo oaotern front on Auguet 6th ap}l<laro to be ao t ollovot 

1. Ullfl Group, 11nl&ndt Ger...,. .Lrmf Grou.p, General 
Oborot <ron Palkenhorot; 11nn1ah Ano1o General field Marobal llannorhol.ll. 

2 . "Len1ngad1 Arrq Orou.p, General 71old Marobal 
RUter Yon Loeb: 18th Ano1o General Oborot ltuchler; (Eothonta) 16\lo Arrq, 
Gtoerol Oberet lllach; (Lup front) Ponaor GroiiJ), General Hoeppner. 

3, 1 Moocov1 Arrq Group, General 11old Marebal YOn 
Bockt 9t h urq, General Oborot Strauoo; 4th Arrq, General J'iold Marobal 
n"'o; 13\lo Arl1fl (t), General Oberot •on lfeiobo; Pan•er Group, General 
Oborot Hoth; Panoor Group, General Obent Guderian. 

4. •UkrAine• Arllfl Group, General Field Marobal YOn 
Rwldotod.tt 6t h Arrq, General F1old Marobal von Rel obenau; 17th Arrq, 
Goneral ot Infantry YOn St~pnagel; Hungorian Arrq1 Slo•ak Contingent; 
Pan1or Group, General Oberet YOn Klelot. 

5. •Bouarabia1 Arrq Group, Antonucu: Gon:ran 
Kolda•ia U llfl, Gener al •on Schobert (Middle Dnieoter); 3rd Roumanian 
l.rq (t ) (Lover Dnieoter ). 

o.,.... troopa continuo t o ad•ance ooutheutva.rd ln U.. 
lover Ukraine in the regiono ot liro•o and Pervo.,..Jol<, 

llo•o Ukrainlar. and LiaaJ....OOra vere taken by bio 
OD .I."«UOt 2nd. 

Al&:t Jwot her bombln& of Moocov vao reported. 

11. Vetterp Tht&ttr. 
Al&:t Brit1oh nigllt attaoko • ere made on Mannhelm, J'ranld\>l't and 

larlonht v1 th a lou of nine bombero. 

Ilt. Ht41ttrrapy.p ThM,ter. 

Otol!!!dt llo ac t1 Y1 Q'. 

Al&:t Bomblnce by tho Brl Uoh of Dorna and Bengbaa!. and by \loo 
.l.zlo of 'lobruk, 

RISfiUCDD 
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Speaker 
Rayburn: 

HMJr: 

R: 

HMJr : 

Pretty good. 

AIJ8Uit 7, 1941 
8:50a.m. 

Ia thia a good or bad ti•e to call you? 

Fine. 

Sam, t wo things that I'm intereated in and 
I wonder ed how the situation stood. One ie 
I'm i nterested t r emendoualy in seei ng tb1e 
bill which is going to tree~e the cotton and 
wheat to be defeated . 

R: Yeah. 

..,1 _ .... .;:) 

HMJr : ~ow, ot course, it passed in the Senate yesterday­
la there any chance i n the Houee? 

R: Well, I don't know. We were dieouseing that 
a t our luncheon yeeter day .•.•• 

HXJr: Yeeh. 

R: ••••. the Texae crowd, and I t old them I thought 
i t was the mee t terrible bill - this thi ng or -
the wor st t hing that could happen t o cotton 
would be to treeze i t. 

HXJr : That 'a right. 

R: But now one ot these Fana Bureau tellowe - this 
t allow Ralph Moore ••.••. 

l!!!Jr : Ralph who 1 

R: Moore - he 'e bead ot the grange in Texas, I 
understand. 

HIIJr : Yeah. 

R: He ain't around there, but be wae talking to 
me and he t ound out I wasn't agreeing with b1m •... • 

!!l!Jr: Yeah. 

• 
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I 
R: 

~ !lliJr: 

R: 

Hl!Jr: 

R: 

HKJr : 

R: 

Hl!Jr : 

1\; 

SMJr : 

R: 

HMJr: 

R: 

!IMJr: 

R: 

I!Y.Jr: 

R: 

!IMJr: 

R· 

HMJr: 

- 2 -

• • ••• and then be aa1d, well, be didn't want 1t 
l ett to JOU and JOur orowd, JOu know. 

Lett to who' 

Wall , to you. 

Me? 

Yeah. Aa to whether they'd eell th1a cotton. 

Ob. 

He ea1d 1t'a 1n JOur banda now, ia that right? 

No. I got nothing to do w1tb it. 

Well, now, that's exaotlJ what ha eaid. 

I got nothing .. .•• 

I certainly didn't think JOu did. 

I got no more to do w1th it than the cop on 
the corner. 

(Laugba) But I don't know what - I had to 
leave and Hatton Sumner• waa taking the same 
poait1on I d1d - that 1t would be the moat 
unfortunate thing in the world •. .• . 

Yeah. 

••.•• t or the cotton buaineee • . .•• 

Ob Jeab. 

••••• to tree~e tbeae aix million bales on 1t. 
llhy, JOU could gat r1d ot probablY a aillion 
and a halt ot thea a year ••.•• 

Yeah. 

•.••• and not just make the thing a bad market­
it'd at1ll be a good market. You eaa? 

Oh aure. Well, I don't know wbethar you aaw 
the auggeation I made. A couple ot Ja&ra ago 
we aupplied manufacturer• with cotton to aake 
cotton goode tor WPA. 

216 
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R: 

HI!Jr: 

R: 

HI!Jr: 

R: 

HI!Jr : 

R: 

HMJr: 

R: 

l!!(Jr: 

R: 

HI!Jr : 

R: 

HMJr: 

R: 

- 3 -

Tbat'e right. 

So the cotton neYer went through the exchanges. 

Tbat ' e right. And on top ot that, we're out ot 
litters tor ammunition, you know. 

Yeah. 

And there might be a •illion or a million and a 
halt balee ot thie damn etutt that's untenderable 
allJ'boW and they might take 1t and chop 1t up and 
make it into powder. 

Xeah. 

I don't know. Ot course, there'd be a bell ot 
a loee on that. 

Xeah. 

But, it you're going to manufacture that and 
giYe it away to WPA, well it would be Juet as 
well to make a little something uaetul out ot 
it along the powder line. 

Well, I 41dJ1 1 t mean WPA. I meant any Army or 
NaYy contract tor cotton goode. 

Xeah. Well, tbat'e all right. 

Make them epecity they take the cotton tro• 
this reaeMe. 

Tbat'a right. That'd be all right. The aaae 
thing ae I euggeated about this powder buaineee. 

Xeah. 

Xeah. 

HI!Jr: The other thing I want to aek you about wae 
bow about this meeeage that the Preeident sent 
up on highwaya? 

II: It'• going to be oYerridden, I think, in the 
Houae like it waa in the Senate. 

21? 
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HI!Jr: 

R: 

fO(Jr: 

R: 

Kl!Jr: 

R: 

RMJr: 

R: 

HIIJr: 

R: 

- 4 -

You mean that they'll • ote the Pre1id1nt down? 

Yeah. 

I eee. 

I don't understand. Thoee ooaaitteee, you know, 
ought to get together with the President ••••• 

Yeah. 

•••.. and I t hink they tbougbt they had, but 
there' s one part ot the Preeident' a meeeage 
there that nobody l i ked much ••..• 

Yeah. 

••••. and that wae that- ot oouree, a lot ot 
people among them think thie bill 11 too big ..•.. 

Yeah. 

•..•• but they don't think that they ought to be 
denied the right ot saying bow thie money should 
be allotted 1n some taehion ••••• 

!!Y.Jr: I eee. 

R: ••••• and Juet turn the whole thing oYer t o the 
Pr11ident and aay be eball allot a 1tated eua 
or be ehall allot none, a1 be pleaeee. 

!!MJr: Yeah. 

R: That part ot hie epeeoh - you reaember that 
co111.111unit1ea according to population and 10 
t ortb be was talking about? 

HMJr: Oh. 

R: Well, they didn't like that part ot it a bit. 

fllo!Jr: I eee. 

R: I think it'll paae o•er hie •eto, Henry ••.. . 

HMJr: You're going t o pan • • ••. 
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HMJr: 

R: 

ID!Jr : 

R: 

HMJr : 

R: 

HJ.!Jr : 

R: 

\ 

- 5-

••••• because you've got eveey - it' a goin.g to 
be passed on today. 

Today in the House? 

Yeah. Baoause it 1e highly privileged when it 
oomee to the Senate, you know. Anybody can 
call it up. It' s •• • •• 

I aee. 

•.••• a thing ot the highest privilege, and, ot 
course, every state oo~~~:~~iuion in the country 
and there are f orty-eight ot thea, and all the 
oount:r ooamiesionera and there are thousands 
ot them, are on the telephone and on the telegr aph 
and I think it'll - it'll happen Just the same 
thing that happened in the Senate, too. 

Well, ot cour se, my interest is, I don' t want 
to sea the money wasted on non-defense ••.•. 

Yeah. 

••.•• purposes, that's it. 

Yeah. 

219 

H!IJr: 

ll: 

And it we don't begin to atop it some day, vby ••••• 

You're right. I think the bill's too big. A 
lot ot peopla thought that. 

!!l!Jr: Yeah. 

ll: But they kept putting in and in and in, and then 
they got etutt1ng in this atutt t or defense , you 
know. 

!!l!Jr: Yeah. 

R: Detanee highway atutt and defense highwa:r atutt 
and eo torth, and it Just got up to be about 
three hundred and twenty million, I think it 
vae .. 

!O!Jr: Something like that. 
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f!MJr: 

R: 

HY.Jr : 

R: 

' 
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But I thlnk they'll paae it over the veto, 
Henr)'. 

Well, it 1 a too bad. 

I hope ve oan do eometh.1ng about that. or 
course, nov that cotton thlng ie tied in with 
a nr)' popular thlng, you lr.nov, that wheat 
bueineae. 

Yeah. 

And allowing these wheat tellova that weren't 
in the quota thla )'ear to eeed their meat, 
YOU aee ••••• 

HliJr : Yeah. 

!l: ••••• and it the thing a tood alone, vb)' ve could 
go around there and vhiaper to the tellove that 
lived in the non-cotton aectione to vote the 
damn thing dovn. 

HMJr: Well, they oughtn 't to freeze anything. They 
ought to leave it tree; eo what I've thought 
up on thia, when there ' s a buyer, aell thea 
acme thing. 

R: Yeah. 

HliJr: And store the atutt tor the rut ot the buyere. 

R: Yeah. lfell the hell ot thie e1tuat1on h, 
that thia ia a conference report ••• •. 

i!l!Jr : Yeah. 

R: ••••• and the damn thing'• bean adopted b)' the­
no, it'e been agreed on b)' the oontereea. 

HMJr: Yeah. 

R: I tallr.ed with thie tell ow tul .. r the other 
da)', and he ea1d he thought that Smith aaend­
aent waa terrible, but hell , he agreed to it -
at least the oontereea did and I aeauae he did, 
along with old Saith, )'OU •••· 
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HIIJI': 

II: 

!IMJI': 

II: 

HJIJI': 
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Well •.• •• 

We're going to trr and •ee it ve oan't do 
1oaething about it, beoau11 Hatton &uaner1 
and I think it ' • the &Oit untortunate thing 
tbat oould happen to ootton, il to treeze 
th11e eix million balel th1re and l•a•e that 
aloud banging oYer the price ot cotton peraanentlJ. 

'l'bat' • right. 

I tb1nk it would be terrible. Nov, what we oan 
work out about it, I don't knbv; but we're going 
to t rJ to do eoaetbing about it, Henry. 

Ok&J. 

Good-bJe. 

Thank JOU. 

• 
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Aug11st 7, 1941 
9:00 a.m. 

• 
• 

RE TAX ~'TATEJ.lEnT 

Present : L!r. Blough 
J.ir . Bell 
lJr , Foley 

BloueJl: 

H.!.! .Jr: 

3lough: 

H. • Jr: 

Slough: 

J.!r, Sullivan 
Ur. Gaston 
1lr. ';lhi te 
L!r. Riefler 
J.!r . Kuhn 
l.!rs . Klotz 

I have been in touch with lofr , !Jagill already 
this morning on this, He got it last night 
and his comments are being typed and will be 
up here in a few minutes, I ~n short of copies 
this morning. Yle 17ill have to double up some­
how, 

Will you go ahend and read? 

"~. Chairman and !.!embers of the Senate Finance 
Committee:w 

I would like to have i t read through once without 
any interruptions, please, 

·~ purpose in being here today is to discuss 
taxation as an essential part of national 
defense. Our great problem in providing for the 
defense of the nation i s fundamental ly the prob­
lem of production - of act ually building planes 
and tanks, ships and guns with the labor, man­
agement, machinery and raw materials which we 
have in our country. To solve that problem, 
while at the same time protecting our rresent 
and future economic foundations, our f1scal 

• 
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Blough: 
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policy must be adapted to the needs of the times, 

"On April 24, I discussed with the Ways and 
Means Committee of the House, the need of 
producing $3, 500,000,000 annually in additional 
revenue, The Treasury Depar tment presented a 
suggested program for raising that 8111ount of 
money. The Ways and Ileana Committee worked hard 
on the tax bill. As it is before rou, it will 
produce approximately $3, 200,000,000 annually 
in additional revei!Ue, In 1111 opinion, it is 
ve17 important that the revenue yield be raised 
to at least the original $3,5 billion level, It 
is also ~ortant that the bill be passed as prompt­
ly as poss1ble, Income taxpayers and excess 
profits taxpayers should know as quicklr as 
possible what their taxes on 1941 income and 
profits are going to be since over seven months 
of the yea.r have already elapsed, The excise 
taxes and the estate tax cannot be imposed 
retroactivelJ and every day ' s delar in the pas­
sage of this tax bill costs the Treasury sev­
eral million doll ars in revenue from those 
sources. " 

I like the way it is going ve17 well. It is 
good stuff. 

"However, rapid developments of the last few 
months have made this bill inadequate even before 
it is passed, Since 1111 statement before the 
i'lars and JJ:eans Comml ttee, 1DBJ11 t hings have hap­
pened, Two and one half months ago, the Presi­
dent proclaimed thee xi stance of an unlimited 
natioilal emergency. He called upon ' all loyal 
citizens to pl ace the nation' s needs first in 
mind and in action to the end that we mar mobi­
lize and have ready for instant defensive use, 
all of the natural resources of this nation. ' 
The people of this count17 have responded 

• 
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splendidly in accordance with that proclama­
tion. 

"Since I appeared before the Ways and Means 
Committee, t he amount of appropriations over and 
a ~ove the Budget have increased by about $20 . bil­
llon, thus completely changing the fiscal pic­
ture and greatly increasing the need for 
revenue, 

"Since I appeared before the 7iays and J.:eans 
Committee, shortages in mAnf materials nec­
essary for defense production have become acute 
and have necessitated the extension of priori­
ties and the decrease of production of various 
types of civilian goods, 

"Since I appeared before the Ways and Means 
Committee, prices and the cost of living have 
increased at an accelerated rate. 

"In the lip.ht of these developments in the direc­
tion of •all out • defense, I should like to 
~oint out wha~ in ~ opinion, will be necessary 
1n taxation to support such defense, 

"First of all , we shall need more revenue, much 
more revenue, The defense program is an abso­
lute necessity , It must be paid for . In so 
far as possible, i t should be finally paid for 
now, Borrowing should be kept to a miniDDrm 
to maintain our fiscal s t rength. The rise in 
the Federal debt merely means that the burden 
is being postponed - that both interest and prin­
cipal must be paid for later out of hi~er 
taxes imposed at a time when they may oe harder 
to pay and less willingly paid than nolf, 

"!.lore revenue is needed also t o maintain our 
economic healt h. The pressure of a rising pur­
chasing power on the prices of goods of which 
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the production vnll be increasin~ly limited by 
the necessity of diverting our r~sources to 
defense use~ thre~tens to become inflat i onary. 
Heavy taxahon which tnkos that pur chasine; r ower 
for the Government ope1•ates to relieve the ln­
flationary pressure . 

"This l arger needed revenue should come from 
all sources whe!'e there is ability to pay. 
The people of this country have never been more 
ready t o make sacrifices for the common ~od .• 
I believe we have not kept pace with their 
feelings in the matter - that we are still 
thinking too much of allowihP: this group or 
that to escape its share of the burden. 

"An adequate tax program for defense should 
reach ability to pay at several points not 
now fully t apped. 

"1 . In IllY opinion, such a tax program will 
involve a substantial lowering of personal 
exemptions of the income tax. Under the Bill be­
fore you, t he base has been broadened to add 
about t11o million new taxpa;rors, but , even so, 
only a relatively small proportion of the pop­
ulation will be directly affected by the income 
tax. A further lowerinz of t he exemptions would 
produce some additional revenue. It would help 
in cut ting do~ the purchasing power of small 
eonsWllers of non- essential goods. It 1'10Ul:1 <:iVe 
millions of Americans an opportunity to make 
a dil•ect con. ribution through taxes to the 
defense of their country. It vtould enable them 
to f eel that they were participating personally 
and directly in the defense program. 

"But, if we are to extend the income t ax down­
ward to include millions more of persons with 
low incomes, we cannot fail, in a tax program 
for defense , to reach in other places ability 
to pay which is escaping i ts fair share of taxes. • 
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!I.!i.Jr: 

3loueh : 

Blough: 

-s-

I have got to read this over. 
what they keep sending to you. 
O.K. 

"Amonc these are the following: 

I don't know 
Just a minute . 

"2. The excess profits tax exempts rrofits of the 
most prosperous corporations except to the extent 
that those profits are mor e than the ~rofits of 
the years 1936 to 1939. \'le must not 1.mpose 
taxes on ~llions more of our low income ~oup 
unless we also extend the excess profits tax 
to these exempt profits, 

"S. In at least 8 states of the Union, income 
taxes are substantially lower than in the 
remaining States because of the splitting of 
incomes between husbands and wives. In other 
States, the income taxes of many wealthy 
people have been reduced by gifts between hus­
band and wife , Here are discriminations against 
the rest of the taxpayers which certainly must 
be eliminated if 11e are to extend the income 
tax downward to include millions of new 1011' 
income taxpayer s. 

"4. For year s, the concerns enea~ed in extract­
ins certain of our natural resources, notably 
oil, have been allowed far ereater allo;ve.nces 
for depletion than can be justified on any 
reasonable basis of tax equity. If the income 
tax is to be extended to lower incomes, this 
pri vilege of tax escape must be removed." 

This i s S\Vell. 

"5. A few months ago the Congress, on my recom­
mendation, eliminated the tax cxempti?n.privi­
leve from ner. issues of Federal secur1t1es . 
The rrchasers of State and local securities 
stil enjoy this exemption. The exemption, was 
inequitable and expensive in more normal t1mes. 
It cannot be borne longer in a time like this, 
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and especially if vte are to increase the direct 
tax burdens of persons with small incomes. 

"6. In its suggestions to the ·.vays and !Jeans 
Committee, the Treasury recommended substanti al 
increases in estate and ~ift taxes, and a l oner 
rate of exemptions. In part , this recommenda­
tion was followed , but, in ~ opinion, the 
est~te and gift taxes should re~ch more estates 
and provide more revenue i£ we are goin& to tax 
smaller incomes. 

"Those are some of the thin!s that I mean when 
I say that a tax program for defense must go 
far beyond the present Bi l l. 

"There is another condition to lowering the 
personal exemptions. VIe cannot continue to take 
1nto the income tax system millions of new 
taxpayers with small incomes without simplifying 
the ways in \'thi ch their tax is computed. 

"Take, for example, a person with a $900 salary. 
Under the present law, he first figures out 
what deductions he has -- taxes paid, interest 
paid, contributions and so on, Then he com­
putes his earned income credit. Then he sub­
t racts his personal exemptions from his income 
after deductions, On the balance, under rates 
of the Bill before you, he computes a surtax at 
5 per cent . Then he goes back to the income 
and deducts his earned income credit. On the 
balance , he computes a normal tax at 4 per cent. 
He t hen adds the normal tax and the surtax and 
takes 10 per cent of the total for defense tax. 
He adds the defense tax to t he normal tax 
and surtax end finally arrives at his income 
tax. " 

This can' t be so. 

. 
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It i s a good explanation. Detter than I have 
seen on any of our returns, a cuide for how to 
make out your income tax. 

Isn' t this swell? 

Swell. 

Aren' t you jealous th~t I am JOinP to give i t? 

Except for one pert I am. ~hen he 5ets off that 
boat --

'.'iho'2 

The gentleman across the street. 

Well, why? He r;ill like this . 

On joint returns he made it abundantly clear 
that he wanted no part of it under any conditions . 

'.'/el l , I wesn ' t there. 

All right, just so l onG as it is on the record 
that I told you so. (Laur)lte r ) 

It is a cor rection by other methods. It doesn ' t 
call fo r joint returns. It calls for something 
we can hardly ouarrel ;ri th, usine straight­
for;rard methods to correct the situat ion. 

..,..,8 ........ 

Well , John, ell I can say, as far as we have gone, 
BloueJt has in a better way expressed Hen!"'/ k'orgen­
thau, Jr. than I have ever had i t expressed. 

Oh, I think this i s swell. There i s no two 
ways about it, 

"'.'•hen he started to .fill out his r eturn, he 
may have been full of patriotic enthusiasm to 
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pay his share toward the defense program, but • 
by the time he has finished his last computation 
he will quite possibly be very ~ch irritated. w 

A punctured tire , or something. It is a little 
bit flat ri rht there. 

"It ia difficult enough £or persons with sub-
stantial incomes who are used to dealing with 
financial papers and to making computations o£ 
this kind to fill out their tax returns and cam­
pute their taxes. The person with a small and 
simple income should not be put to this necessit,. 
when it is entire1y unnecessary. • 

Wagill has a correction there to fix that. 

"Furthermore, the checking o£ these tax com­
putations by the adminis ti·ative authorities 
takes time. Frequent el'rors are found which 
must be rectified requiring correspondence and 
further annoyance of the taxpayer as well as 
expense to the Government. 

"For the l arge taxpayers, equit,. requires that 
income computations be somewhat complicated, 
but for small taxpayers, the result is merely 
cumbersome and confusing. For such taxpayers, 
a simple table could be provided showing the 
taxes for various sizes of incomes. The table 
could be available in every post office and pub­
lic place. The taxpayer would merely add up his 
income on a simple form, find the tax on the 
table and pay that amount. The taxpayer would 
be spared time1 trouble and annoyance, end the 
Government woU1d be spared expense. 

"To indicate more clearly what I have in mind, 
I have had prepared a sample table showing how 
this might be worked out in practice. This is 
on1y a preliminary table, and improvements and 
changes will no doubt be desirable, but it will 
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illustrate how the proposal can be applied in 
practice. " 

And then that is as far as I P.Ot last night . 
Lla.ffill sugeests we might take 'the two pages 
at the end of yesterday morning' s draft on 
"Taxes are onerous, but they arc better than 
risinff prices,• and so on, and tack that on 
the end and l et it go at that. 

I think you have done a perfectly grand job. 
!lave you got the table? 

Yes, that is one of the things that bothered 
zou nhen it came in in the course of the proceedings. 
I h3ven't looked at thi s. One of the boys worked 
this out, and I t hink there mar be some changes 
we may Viant to make. I don 1 t think the word 
"gross" probably ought to appear in t here under 
"income 11

• 

You are cer tainly going to make allowances 
for expenditures against income, aren't you? 

!lo. 

The deductions --

Business deductions, you are not going to allow 
that? 

I think there will have to be some arrangement 
for the business man, either to have those 
deducted before you call it income, or give h.im 
the option of filing one of the other types 
of returns. 

You will have a lot of t rouble if ·you don ' t have it. 

Do you feel you have t o go up so high? 

HOlT high does that go? 
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It goes to three thousand dollars. I was wonder­
ing in the light of your general argument whether 
it wouldn' t be more effective if it stopped 
ar ound two thousand. 

The Secretary suggested three t housand yesterd~. 

I sug~ested it because when you get above three 
you get into other complications which he (Blough) 
can tell you. 

You begin to get into complications around 
twenty-five hundred, but it is fai rly simple 
up to three for most people except farmers and 
so on. Farmers are poing to have some trouble 
11ith returns t his time , This 1B fo~ the working 
man. 

lias Guy Helvering seen this? 

He has not seen this tabl e. We have talked rti th 
Mr. Helvering and Mr. L!ooney, and they have dis­
cussed the problem. This table was just com­
pleted a moment ago. But they are fu.J.ly - they 
are working on this problem. 

I think this is grand. 'nlis is just what I 
wanted. 

Now we have already given these people the equiv­
alent of deduction in computin~ the tax on 
their eross income. We have deducted ten per 
cent of the tax as an allowance. 

But you see, lfe do all this deduction and 
all that, and there is no reason why we ?an't 
just forget about all these thin~s and s1mply 
say that a fellow who has got seven hundred 
fifty dollars ~ays a dollar, and never mind how 
you arrive at 1t. 

That is right. 
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It is a ve~ desirable form. I think it is an 
excel lent scheme. 

This happens to be mine, Harry, entirelf. 

\'/ell, it still is excellent . (Laught er) 

Didn't you have any breakfast, Har~? 

Yes, I had breakfast. 

Is your stomach a l i ttl e sour? 

You have that in mind, don't you, !Jr. Secreta~, 
that a fellow doesn't have to pq this amount, 
that he can still fill out his ten forty A and 
t ake his r egular deducti ons? 

No. 

How can you arrive at this hundred and· nine.ty- five? 

This is the tax he is eoing to Paf• There are 
no deductions. 

I think you are eoing to a void a great deal of 
t rouble if he has that right . 

No, this is what t he man pays. 

Suppose he has t hree or f our children? 

That i s taken care of. 

Children are taken care of, Har~, but the other 
deductions --

No, you have missed the whole point. 

·.'/hat I am getting at is this . These f i gures 
here are the taxes that people in these income 
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brackets would pay if the deductions to which 
the law entitles them aro the average of all 
the people in those brackets, ~hat is how 
this table was arrived at , 

NOIV, a person may have some unusual deduction.s 
to which the law entitles them. 

Then we are going to chanl!e the law, The law 
i s 'lOing to be l1l'itten, i 1 they listen to me, 
that this is .mat a man pays and to hell with 
all the deductions. 

You mean regardless of whether it is a business 
expense, whether lt is money thnt he has to spend --

Yes. 

You could never get away IVith it, 

Providing it was a little lov;er - providing 
you took that limit lower I think you could 
$et a1·1ay with it. I think three thousand is a 
Lit t l e high for that. 

llo, this doesn't detract from your plan one 
bit, sir. 

Nell, i f you don ' t mind I am going to present 
it this way. I am not going to have any deduc­
tions or any f iguring or anything else. 

l~ I suggest, ~. Secretary --

I am going to do it mf ~ay, if you don't mind. 

I still think you don't underst~d me , sir. 

I understand, 

I am ent irely in favor of this poposal, but 

...__ _____ ..:.._ ______ , ____ - - --
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to make i t consti tutional it must me optional 
and the taxpo.y~r must elect to pay tltl.s way 
ra ther than go1ng through all the compli cations 
of figurin~ out his ten forty A form, Other ­
wise , it is a p;ross income tax, o.nd we do not 
believe it will be held to be constitutional , 

.Vell, you can ~1l'i t e it so it will be constitu­
tional. 

'hat i s just what we do by saying - -

·::ell , a.ny71a7, John, I .. ant t o present this to 
Con~ress this way and then everybody else can 
pick at i t . This carries out the President ' s 
1dea of a simple · .. a], that a fellow can look 
and see that 1f his income i s a thousand dol lars, 
a sin~le man, he pays seventeen dollars. 

Yes. 

I t hink it i s a swell thing to have a table of 
rates for certain incomes but I think they have 
got to be n~t incomes. I think you have got 
constitutionally to d i stin~ui3h between a man 
t"iho makes a seven hundred : ifty do.Llar net 
income and the man who makes - fets s~ven hundred 
fi ft y but spends three hun~rcd n makins it. 

I thinlt you have to take :.r. Sullivan's point 
before you ~resent i t in that form, either in 
the uay you· say it in your speech or something, 
because if he is ri~ht , then I don' t think you 
can say what you said. 

Vay I make a sug~estion? It seems to me t~e 
thing to do i s t o p!'esent this without say1ng 
anything about opt1ons and so on. I i the ques­
tion is raised, then, by tho Committee, what 
about options, well , that is som:J thi ng that 
woul d ha·1e to be worked out . 'ibis i s a plan 
in general. 
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That is right. 

Does that satisfy you, John~ 

1hnt is all right if I nm eiven the authority 
to protect the Treasury on this thing because 
ne don't want them sayin~, "Well, gee, it is 
a swell plan, but it isn t constitutional ." 

You have get that authority, 

All right , because I think this is perfectly 
swell and I am all for it. 

But you take Gaston's idea, You begin to do 
this, Just as soon as you begin to do that 
the plan is ruined. 

Jlo, I think it is impossible to do it any other 
way, 

All right, you deduct this and you deduct that 
and then you are right back Vlhere you were before. 

That isn't what he is saying, Ur. Secretary. 

'/lbat he has to pay out to earn his income is 
not income, and you can' t tax him on it under 
any system of laws, You just can' t do it. 

What he is saying, J.lr, Secretary, i s that the 
fellow goes into the post office and he looks 
here and he says, "I make seven hundred seventy­
five dollars. Therefore, I pay a dollar tax. • 
And he gets into - reaches into his pocket • 
and he hands the postmaster a dollar and he 
signs this simple form. But be must have the 
option to f i ll out the more complicated form, 
take some kind of a business deduction, and not 
pay the dollar if he wants to . 

/ 
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I am not talking about any options . John spoke 
about options. I am not talking about o~tions , 
I am saying that your tax has ~t to be 1igured 
on net income, no t on rross in~ome , 

What woul d you do , for exnmple - -

You have a simpl e t able and that is all ri&ht, 
but you have got to give them net, not gross. 

In the case of a peddler or some ~ocer,r man 
1vho distribut es fruit in a wa~;on , his gross 
income may be twenty- f ive hundred dollars. 
His net incoce may be fifteen hundred. Now --

You are talking about --

Any small business man, His rross income -­

'.'loll, let me talk it O'ter afterward and get 
one person instead of five people shooting 
at me . I can't have five peopl e --

".'lell, all I want to emphasize --

Let me --

It should ~e very ten~a.tive in your presentation, 

Let me ~et some one person to - Roy studied 
thi s th~ and let me sec nhat his objections a~e 
atte~ard. But I mean, you never c~ get a . 
nert idea but what somebody wants to JUSt begm 
to t ear it dorm by spoiling it. If I follon 
what Gaston sai d, we would be right back where 
we are . We will have twenty million people --

llo, not at all, 

I differ with you, 

liot at all, 

..__ _______ J. - - -
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All right. You have twenty million people file 
and you have about five million pay . 

Tho gross i ncome e.nd net inoomo of every wage 
earner is the same, 

That is right. 

This is taking care of the wage earners 1rho 
have a r egular salary, 

7/ell, I will argue with Blough and Sullivan 
and give Foley a chance to talk about it a:ter­
ward on the l egal side, lion, let's go to the 
speech. Let's take it a paragraph at a time. 
Go ahead, Roy. 

I now have the 1lagill comments o.nd as we go along 
and the ot hers indicate , I r1ill be glad to i ndicate 
those, 

Or anybody else, 

The r irst paragraph? 

Please, 

"J.:r . Chaiman and !!embers of the Senate Finance 
Conu:li ttee: J.W purpose in being here today is 
to discuss taxation as an essential part of 
national defense, Our great problem in provid­
ing for the defense of the nation i s fundamentally 
the problem of production - of actually buil ding 
planes and tanks, ships and guns with the labol', 
management, machinery and ra11 IIID.terials which 
wo have in our country. To solve that probl em, 
while at the same time protecting our \'resent 
and future economic foundations , our f1scal pol ­
icy must be adapted to the noeds of the times. " 

I had thought "IVhich lYe have in our country" 
i s A little flowery , and we wi 11 just change 
that to "ships an<! guns with our labor and 
management" . 
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l!ovr will it read? 

"Our great probl em in providing for the defense 
of the nation is fundamentally the problem of 
product ion, of actually buildine planes and 
tanks, ships and guns , with our labor, manage­
ment, machinery and raw materials. " 

'.Vould you want to add the words "not only econ­
omic foundations but it is also a case of protec­
ting democratic institutions, " because you could 
get money in many ways if you wanted to destroy 
the democratic basis of your Government . 

~hen that would be , "protecting our economic 
foundations and our democratic institutions" 

Or "economic and" - some phrase like that. 

Yes , that is good, Harry has got a good idea. 
All right, just make a note. Anybody el se got 
a suggestion? 

'!fhy not stop after "guns" , Roy? 

You got a copy, Herbert? 

No , I haven't . I don' t think there a.re enough 
copies here. 

Here is our file copy. If it isn' t marked on it 
is f ine . John suggests, "Our ereat ~roblem in 
providing for the defense of the nat1on is 
fundamentally the problem of p1•oduc tion, of 
ac t ually buil di ng planes and tanks, ships and 
guns." 

I like t hat. 

'1/hat is the matter lfith the labor and manage­
ment? V~ chop the sentence off? 

I' 
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I wouldn 't bother to debate that. 

O. K. 

And then cut out, "which we have in our country," 

I woul d just go through the "machinery and raw 
materials ." 

"On April 24, I discussed with the .'lays and !leans 
Commit t ee of the House the need of producing 
three and a half billion dollars annually in 
additional revenue. The Treasury De~artment 
presented a suggested program for ra1sing that 
8J:lount of money. The Ways and Uoans Committee 
worked hard on the ta:x bill. As it is before 
you, it rrill ~reduce approximately three billion 
~YO hundred m1llion dol l ars annually in addi t i onal 
revenue . In my opinion, it is ve~/ im~ortant 
tha t the revenue yiel d be raised to at' l east 
the original three and a half billion dollar 
level , It i s also important that the bi ll be 
passed as promptly as possible, " 

Now, wait a minute, Give anybody a chance . 

Do you want to say before the three billion two 
that in vien of the changes that have taken 
place since we sterted considerat ion of this ta:x 
bill that it is import&nt that 1ve at least get 
the three billion five? 

\'/ell , I think, Dan, that is covered when we say 
by t wenty bil lion ext r a. 

I thi nk so. 

"Income ta.xpayers and excess profits taxpayers 
shoul d know as quickly as possibl e \~tat. their 
taxes on 1941 income and profits are go1ng 
to be, since over seven months of tho year have 
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already elapsed. The excise taxes and the 
estate tax cannot be imposed retroactivelY 
and every da,'s ~elay in the passage of this 
tax bill costs the Treasury several million 
dollars in revenue from those sources. • 

O.K. 

Magill had a couple of word changes there, but 
it is not important. 

"However, rapid devel opments of the last few 
months have made th.is bill inadequate even 
before it is passed. Since ~ statement before 
the Ways and lleans Colllllittee, III8JI1 things have 
happened. Tl'lo and one half months ago, the 
President proclaimed the existence of an un­
limited national emergency. He called upon 
'all loyal citizens to place the nation' s needs 
first i n mind and in action to the end that we 
may~obilize and have ready for instant defen­
sive use, all of the physical power, all of the 
moral strenP.th, and all of the natural resources 
of this nation. • The people of this country 
have responded splendidly in accordance with 
that proclamation. " 

I think that last sentence could either be 
cut or lead on into one sentence saying that 
the peop~e of this country have responded 
splendidly in accordance with that proclamation 
and .they a.re willing to meet these new burdens, 
but unless you lead on to some point, the sen­
tence is unnecessary. It could just as l'lell 
be cut. 

In fact , it weakens your point, because it seems 
as though they have alreadY responded and now 
you are asking them to do still more. 

I would out it out. 
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It is Ferdie's sentence , I was trying to 
leave it in. 

It was put in to lead on to the point that 
people are willing to pay these bills, but if 
we don't make that point, let's out the sentence, 
Roy. 

Fine . 

• Since I appeared before the ·.vays and !leans 
Committee, the amount of appropriations over and 
above the Budget have increased by about twent,r 
billion dollars" --

Bell: There it should be fourteen. 

Gaston: 

Blough: 

Bell: 

Blough: 

Bell: 

H. ll. Jr: 

Blough: 

Roy, just a matter of grammar. The amount has 
increased. 

Oh, yes, sure. I am sorry. 

"Increased by about fourteen billion dollars, 
thus completely changing the fiscal picture 
and greatly increasing the need for revenue. " 

I don' t know whether you want to be particularly 
accurate in a thing of that kind. They are 
not ap~ropriations , you know, they are contract 
author1zations and recommendations by the 
President. Roy has ref erred to them as approp­
riations. 

lthy don't you say "appropriations and authoriza­
tions"? 

The Budget language is "authorizations and 
appropriations and recommendations" . 

Well, use the correct language. 

We will fix t his up • 

• 
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"Since I appeared before the i'ia:JS and J.!eans 
Committee , shortages in many materials neces­
sary for defense production have become acute 
and have necessitated the extension of priorities 
and the decrease of production of various types 
of civilian goods. " 

Just a minute. Wny that paragraph? 

The economic picture has changed materially. 

I don't see it. 

The justification for e~e taxes avoiding 
competition with defense goods has become 
even greater --

If it has any relevance, it is not clear. 

That is the purpose of that sentence. 

'/fell, it is certainly not clear. 

Well, it is not follolled up later VIi th the 
recommendation. That is, I think, the prin­
ciple --

I think the IT&:J it stands --

I don' t think it is necessary. I think the 
next paragraph, perfectly adequate to - it 
can lead into paragra~h three. I think ;you 
could leave out the f1rst paragraph. 

First paragraph? 

First paragraph on page three. 

Yes, and the second, it seems to me. 

No I like the second. "In the light of all these 
de~elopments , " two thin?&, In the light of the 
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increase of fourteen billion dollars and in 
light of prices and the cost of living, in 
light of these developments --

I don't see how you tie it up- i t is not made 
clear to the listener, it seems to me. The 
Budget picture, yes, the need r~r increased 
expenditure, but ho1• do you tie up the increased 
cost of living to the f act in the light of 
these developments? What has that got to do 
1Ti. th it? 

That is coming in later in inflation and the 
last two pages which aren't even on here yet, 

I tell you ~vhat let' s do, For t.he time being, 
l et ' s cut out the first paragraph on pa~e three 
and leave these others in and see how it looks, 
lohat? 

I am wondering if you can' t tie the one at the 
bottom of page two and the next two together some 
way, because you have got three paragraphs 
starting out, "Since I appeared before the Ways 
and Means Committee ." 

I think you are ri toht on that. 

I did that on purpose, but if it sounds too 
theatrical, it can be easily fixed up. 

I think it strengthens it . 

You mean to say it over~ 

To sa'J it over. 

I think they are right. 

Do you? 

Yea, I do. \'1hat do you think, Herber t? 

• 
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Well , it gives emphasis to your appearance 
before the Ways and lleans Committee. I think 
it is all right. 

It also eanphasizes that these things have 
happened since I appeared. I think it is all 
right . Go ahead, Roy. 

"In the light of these developments in the 
di rection of ' all out' defense, I should like 
to point out what , in my opinion, will be 
necessary in taxation to support such" --

!low, \Vait a minute. 

Couldn't you use the phrase - excuse me. 

I am going to say IVhat will be necessary 
is an all out taxation. I want to bring 
in "all out" again. Is that what you wanted 
t o say? 

Yes. I thought to meet this all out defense 
we must have an all out taxation. 

Yes. 

I th.ink that phrase, "all out taxation• is 
very good. 

We had it in last night • 

Yes, I knon. 

I like it and I nant to repeat it again. 

I was surprised it 11asn' t in there, and I think 
this is the place for it. 

That is Magill's comment also, that this ~hould 
r ead, "will be necessary in all out taxatlon 
to support it. 

24.4 
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"'ro meet this all out defense, we must have an 
all out taxation," something like that, 

Or "all out tax program", Fix that up, But 
I like the "all out defense" and the"all out 
t II ax program • 

'.1ould you 11ant to suggest one sent ence after 
that previous para~raph 11hich will tie it in 
more, "Since I appe i<I'ed before the Ways and 
Ueans Committee, prices and cont of living 
have increased at an accelerated rate , • there­
by accentuating the need for some fiscal pro­
gram? We have got to tie it up in some nay 
with t axation at that point, even if it is just 
a phrase . 

Yes. The completionary argument is too far 
from the foundations you are laying there in 
paragraphs one and two, 

That is right. 

You are both right. You are right. 

I mean just to ;,ithdraw excessive purchasing 
power from America, something as s1cple as that. 

There has to be a t ransition. They are right. 

Then you could leave in the first para2raph 
if you have that transition, You coul~ restore 
it. 

That - makes i t necessary to impose new excise 
t~xes on competing goods. 

Any short one that does the trick, 

They can do it. 

24.5 
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·.ve will .fix it up. 

"First o.f all, we shall need more revenue , 
much more revenue . The defense program is an 
absolute necessity, It must be paid for. 
In so .far as possible, it should be finally 
paid for now, Borrowing should be kept to a 
minimum to maintain our .fiscal strength, The 
rise in the Federal debt merely means that the 
burden is being postponed" --

"Burden to the taxpt!fer ", You can 1 t postpone 
a burden. 

Right . 

" • ••• that both principal and interest"--

Just a minute , "in order to maintain our present 
fis cal strength, " 

Coul d a litt l e stronger sentence be made thanA 
"1'he defense program is an absolute necessity ? 
"The de: ense pro;;ram is vital , " or something 
like that . It seems c. little weak. 

"Absolute necessity" is weak? 

It seems so. 

"Absolute vital necessity"? 

"Fundamental"? 

::/ell, play with the i dea. 

"Absolute necessi ty" sounds pretty strong to me, 
but we will l i sten. Go ahead. 

" •••• both principal and interest must be paid 
for later out of higher taxo~ imposed at a . 
time or collected at a time , I am not sure whlch, 

/ 
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"when they l!llLY be harder to pay and less 
wi llingly paid than now." 

I think "paid" i nstead of "paid for' is better . 

"The defense pro!!r e.m must be paid"? 

"Interest and 'Drincipal must be paid, " rather 
than "paid for~ . 

Oh, sure. Jlo:~, t:asill suggests either here or 
at the end of the next para·raph lo put 
in your call for t he reduction in ordinary 
expenditures. I think probably - ~be 
here or maybe a little bit later, I rrondered if 
you .. anted that in? 

Yes. 

Do you want it in? 

Yes, because I am going out on the end of a limb 
on this hi ghr1ay business to support the Pres­
ident ' s messa.,a, thi s mornin~ at ten thirty. I 
am ~oing out on that , even though I know it is 
hopeless. 

But you are not going to express an anount? 

llo , I aJJ just going to support the President 's 
cessa~e , that an:r hi~hm1ys we build no·.v shoul d 
be for strategic purposes, and not for lo& 
rolling. 

But I mean in the statement it is not ~oing to 
be an amount, just o. curtailment of non-defense? 

That i s right . 

'Uore revenue i s needed also lo maintain our 
economic health. " 
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'.'lhat is our economic health? (Laughter) 

I didn't like it either. Is there a better 
one? It means the normal tunctionings --

"!!.ore revenue is needed to strengthen our 
economic" --

"Stability"? 

Is stability the i dea? 

"Vitality"? 

Couldn' t you put it on the "economic stability"? 

"Structure" . 

I don't like "health", do you? 

It is a meaningful phrase , but 

lbe next thing they say is, "Is the patient 
Sick?" 

Economioal:cy? 

He has been sick for a lon& time, hasn't he , 
Harry? ( ~ughter) 

'.','hat is the anSI'Ier to that , Harry? 

lie isn't sick but he has quite a rash. 

V~ wouldn't it be well to help keep the price 
structure as stable as possible? 

Something like that . 

I think a comment there is worth it, because 
this is more or less of a strong argument. 

Something. 
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Even if you have to put two or three sentences 
in. 

i':rite a sentence and see flbether Harry likes 
it. 

"The pressure of a rising purchasing power on 
the prices of goods of 1'1hich the production 
will be inoreasinglr l imited by tho necessi ty 
of divet•ting our resources to defense uses 
threatens to become inflationary. " 

That needs to be chopped up. 

How would you do it, Herbert? 

Oh, it would take a little work. It is ~ust a 
little too difficult. The thought doesn t get 
over. 

I agree with you. 

All right . 

"Heavy taxation which takes that purchasing 
power for the Governnent o~erates to relieve 
the inflationary pressure. 

And Uagill sug~ests - -

I donlt like that. 
~ 

Magill suggests, "Heavy taxation, which takes 
for the Government the increased profits from 
the sales of scarce goods and reduces somerthat 
excessive civilian purchasing power, operates 
to ~elieve the inflationary pressure.• 

I think this whole paragraph needs to be expanded 
because that is one of the important po~ts 
and I don't think it is t reated anyrrnere else. 
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Unless it may be treated a little at the 
end . 

Well, we agree that hns to bo fixed up. 

"This larger needed revenuo should come from 
all sources ~er~ there is ability to p~. 
The people Oi th1s country have never been 
more ready to make sacrifices for the common 
good. I believe r:e have not kept pace :·:i th 
their feelings in the matter, th~t ne are still 
thinking too much of allowing this grou~ or 
that to escape its share or the burden. 

"Helping this group or that." 

You wouldn't want to say - do you want to 
say, "The needed revenue shoul d come from all 
sources where there is ability t o pay"? That 
is what an all out tax program means. 

Could you phrase it this way, "The r evenue needed 
is so large that we must go to a!l sources 
where there i s ability to pay"? P\;.t it on that 
basis. 

That is Ur. Magill ' s criticism. He s~s that 
we should indicate here that the time has come 
when you can't fiddle around with a bunch of 
special exemptions and so on, that you will have 
to go to all the places where there is ability 
to pay. 

All right . 

"An adequate tax prograrn for defense , " or all 
out if you want to emphasize it that Vla:j , "should 
reach ability to pay at several points not now 
fully tapped. One" - -

Repeat that all out. I uoulcl ll.ke to repeat 
that a couple of times. 

250 

Regraded Unclassified



Blough: 

Bell : 

~.'hite: 

Rietler: 

II.!J.Jr: 

Blough: 

Riefler: 

' 

- 30 -

• •••• In mf opinion, such a proeram will 
involve a substantial lowering of personal 
exemptions of the income tax. Under the 
Bill before you, the base has been broadened 
to add about two million new taxpayers, but, 
even so, only a relatively small proportion 
of the population will be directly affected 
by the income tax. A fUrther lowering of 
the examitions would produce some additional 
revenue. 

Perhaps the "some• should be eliminated, 

• . . . . It would help in cutting down the purch.asing 
poner of consumers , It would give millions of 
Americans an oppor tunity to make a direct 
contribution t hrough taxes to the defense of 
their country . It would enable them to feel 
that they were participating personally and 
directly in the defense program. " 

Magill says eliminate that last sentence on 
page four . 

Either that or put it differently. It would 
help in cuhtlng down the money in the hands -
in the pockets of the consumer which operates 
to incr ease prices, but ycur. ar~t later is 
that, as a matter of fact, taxation might 
save consuming power by preventing prices from 
rising so that the dollar could buy more than 
it otherwise would. I think that either has to 
be cut out or rephrased. 

I would cut it out because to explain the idea 
requires a lot of elaboration. 

I would cut it out. 

The last sentence on page four ? 

Yes. You have it covered in your preceding 
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paragraph as a general idea, 

I would out it out. It i sn ' t- the fellow who 
gets seven hundred and fifty dollars , he isn't 
going to increase --

In this further lowering of exemptions, does 
that mesn below this new proposal of seven hundred 
fifty? 

Yes. 

Then I should be inclined to cut out the word 
"some" . 

It depends on whether three hundred million is 
some or --

I would say it was some , 

Not what people would imegine • 

That is right. People have the notion you are 
taxing a new source, the largest source --

I think he is right. 

In the last sentence at the top of pale five, 
that first paragraph, U&gill sug~ests more 
important• . It would give them a feeling --

llo. 

252 

"Liore important" , the vecy top of the page . ")(ore 
important" . "'t would give millions ~f AJ:teri~ans 
an opportunity to make a great oontr1but1on. 

That is right. 

You don ' t want to ~ut in there a direct quotation 
from what the Pres1dent said on that very thing? 

• 
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About people being willing and proud to chip 
in? 

Yes. I would put in a direct quotation of what 
he said. It is right there . 

Particularly in mind of What you say on joint 
returns , I think it a good idea to quote him as 
much as possible. (Laughter} . 

I would put directly what he said in there. I 
am not worried about that. Go ahead. Ed is 
not worried. How do we know what boat he is on? 

The Potomac or Tuscaloosa. 

I hope it doesn't have anything over a three inch 
gun. 

Go ahead. 

"But, if we are to extend the income tax dormward 
to include millions more of persons wit h low 
incomes , we cannot fail , in an all-out tax 
program for defense, to reach in otherJlaces 
ability to pay which is escaping its f r share 
of taxes. • 

\'iby not sey, •lle must not fail. • 

Does that cake the point strongly 
if we do fail we are being unfair 
are hurting national morale? 

We cannot in fairness to others. 

enougll, that 
and that we 

I think it needs another paragraph. 

We cannot in fairnes s - -

I am not well satisfied with the way this is 
expressed. It seems to me it presents a program 
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primarily for broadening the base, lo"erin~ 
exemptions, and without the necessary que.l l fic­
ations . Then the others are added more or 
less as afterthoughts. 

I wonder whether you might help that possibly 
by either changing the order . I mean put the 
broadening of the tax base aft er excess profits. 

No, I like i t vecy much just in the order he 
has got it. I don't want it changed. 

Suppose it were made strictly conditional u~on 
other measures? · 

That is what I was thinking of. 

That is what I thought we decided yesterday. 

Could you take 11hat Gaston sugaested? 

In other words , make this para&raph read more 
of a conditional paragraph? 

I would like to work on that a little bit, with 
jus t a suggestion. 

\'/ell, Herbert will work on it and give you a 
sug~estion, but I don't want the order changed. 
1 llke it. 

It looks to me as if we 11ere all hot and eager 
now for broadening the base and that is our first 
item. That is the thing that we are emphasizing. 
And then we add --

"Among these are the following. " 

25tl. 

"Among other things you mi ght do are the following. " 

Go ahead, Roy. 
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"Two . The excess profits tax exempts profits of 
the most prosperous coroorations except to the 
extent that those profits are more than the 
profits of the years 1936 to 193\l , " 

"Aiore than averaee. " 

"Than the average . We must not impose taxes 
on millions more of our low income group unless 
we also extend the excess profit s tax to these 
exempt profits".--

"To the exempt profits of our most prosperous 
corporations." 

Yes . 

Yes. 
11'!/e must not impose new taxes on millions more 
of our l ow income " - -

Yes. 

He has a good one . 

new taxes, yes. 

lle has got it. 

• • •• • In at least eight States of the Union, in~ome 
taxes are substantially lower than in the remaln­
ine States bec.ause of the splitting of incomes 
bet,een husbands and wives. In other States , 
the i ncome taxes of many wealthy people have 
been reduced by gifts betl7een husband and wife. 
Here are discriminations against the rest of 
the taxpayers which certainly must be eliminated 
if we are to extend the income tax downward to 
include millions of nev1 l ow income taxpa;rers. " 
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Now I don't understand this. Am I for one 
return or two returns outside of the eight 
States? I mean, in the community property, 
eight States , but how about the other forty? 

There is more than one \'lay to do it. This 
problem can be attacked instead of by the joint 
return process - it can be attacked by forbidding 
this division of property in returns as they have 
in the community tax States, just forbidding 
that in your Federal law and also taxing more 
heavil7 life- time gifts. 

But it still doesn't leave it clear what we are 
for . 

It won't specify the method but as it is here 
it just points to the evil. It doesn 't point 
out the method for correcting i t. 

That is r i ght. It doesn't come out flatly for 
joint returns . 

It isn't for joint returns. It could be done 
by another method, nhich I think personally is 
a better method. 

'iiell, the issue is joint returns. It is a 
little late 

llo, I don't think so. 

256 

The evil that is oOlllplained of, Rarcy, allowing 
a movie actor in Hol lJWOod to divide his 
hundred thousand a year so both be and his wife 
report separatel y on fifty t housand ~ y~ar, can 
be corrected in the statute so that lt lS the 
income earned by a person rather than the income 
of - the decision held that the incorne of - deJ?ended 
on who was entitled to that under the local 
property Olmers l aws and that can be corrected in 
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tho statute so that that movie actor will have 
to report himself the whole hundred thousand 
dollars for Federal tax purposes. 

Why wasn't it corrected before? 

You ask me . 

What about the other forty states? Supposing 
that --

In the other forty states you can' t do it. 

But this doesn' t take care of them. This takes 
care or the eight, but leaves the other forty 
in the air. There i s nothing in this paragraph 
taking care of the other forty states. 

This paragraph states the evil. The two evils 
which I think --

257 

No t his paragraph i s directed only to community 
property. I t has nothln& to do wi th joint returns. 

llo, it is directed to community property ana 
gifts during --

In all the states the incane taxes of many 
wealthy people have been reduced by gifts 
betr1een husbands and wive&. There are your two 
evils. 
But that is the gi fts. How about the incomes 
in other states? 

'1/ell , but they can't in other stat es split 
the income now. They can' t do it no~t. They 
h.we to re turn the income separately. 

But how about having them not do that, only 
having one return? 

They have to except l .n tho cocmnmity property 
states, they have to return the income as - for 
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the person to whom it belongs, ·In the comcrunity 
property states they take tlie man ' s income or 
the wife ' s income together and split them fifty­
fifty, and the great evil of that is that they 
take a lar~e - a tremendous big income, such 
ns the man s income , and split it in two parts 
and r educe the taxes in that way. You can only 
do that in the community property states. You 
can't do it in other states, 

It isn't clear to me and I don't see how it 
would be clear to the public. 

You are talking about one thi.ng and I am talk­
ing about another. In tlew York State you can 
either file a joint return or tlvo returns. 

You can file two returns if you report only 
your personal income. 

'ntat is another evil which is l eft out. 

That is what I was tcying to get at. 

I frankly m1s t r'Jing to avoid, although I am 
in favor of joint returns, was trying to avoid 
an open fight on that i ssue, not knowing how you 
wanted to go on that. 

I 11ant it in. 

I am sorry, I didn't understand it. 

There is the evil Herbert is talking about and 
there is the - which exists in eicht states 
and there is another evil 11hich exists in forty 
states, 

If you regard it as an evil, yes . 

I do. I consider that it is a loophole which 
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should be closed if we arc goine to t ax the 
fellon with seven hundred fifty 'dollars. 

And I think the word "3oint returns" ought to 
be used so the public will recognize i t. 

Oh, yes, now, definitely. 

"For years the concerns en~a.ged in extracting 
certain of our natural resources, notably oil, 
have been allowed far ~eater allowances for 
depletion than can be ustified on any r eason­
able basis of tax equi • If the income tax is 
to be extended to loner incomes, this privilege 
of tax escape must be removed. " 

\'lhe.t happened to the i dea the.t was suggested 
yesterday, that for eirht years - -

I put it out , Harry. This is just as effective. 

O.K. 
This is going to make them mad enough >7ithout 
my going up and saying, "Linten, you bloats& 
for eight years I have been tel ling you so. 
I am telline it to them without seying for 
ei r,ht years I have told i t to them. 

Mr. Secretary, is that st rong enough, that last 
sentence, "If the income t ax i s to be extended 
this privile~e of escape must be removed"? 
Would a little fireworks like "wicked" or "ter­
rible" or "intolerable" help on there'l 

tlo , this is strong enough. 

But it mentions - -

I have a sl ight objection to that . They may 
interpret t his whole t hine to mean that, all 
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right , if you qant t o reduce exemptions, broaden 
the base, then you ought to do these things, • 
as if we are not very serious about having 
these things done on their own o.ccount. 

I thouaht you wer e going to take co.re of that 
in that paragraph. 

That can be done, but it seems to me these 
other things ou~t to be in:;isted upon in any 
event. 

~ell, you are right, Herbert, a hundred per 
cent. If I r.nsn' t opposed to lowering the 
exemptions nnd the President does it t his 11ay 
without any notice to anybody. This is the only 
wo.y I know how to do it and it brings it t o 
the at tent ion of the rublic. I am not going 
to get any of this stuff. We are going to 
get the lowering of the exemptions. I called 
up the Speaker this morning on tlfo things, one 
on the freezing of the cotton o.nd the other 
- he thinks it is terrible, the freezing of the 
cotton. '/ihen the represento.tive of the Grange 
Association comes he nill say, "You don't want 
to let ~rgenthau sell it, do you? He is the 
fellol"l that sells the cotton. • I told the 
Sveaker he (Grense represonto.tive) was a damn 
l lar. I have got nothin~ to do with i t . I said, 
"":/hat about the road business?" He sa;rs, "'//ell, 
l"le are ~Oin"' to pass that over today, • 7/ell, 
why?" Welf. the President lfants to take the 
allotment of road money o.way from us Congressmen 
and give it to himself. " That i s ~there he oade 
a mistake . If he hacl l eft thnt out maybe we 
would have gone along with him. Jiow, I am not 
going to get any of thi s, Herbert, but it gives 
me for once a chance to go up there o.nd say 
\mat I feel in not too oojectioneble o. manner, 
and mo.ke the record and I can get some of the 
l abor unions to back me up. 
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I think there i s something in what the Speaker 
says. If the President had been more specifi c 
in his bill they might have gone along with 
him. 

But anyway, if you don ' t mind, Herbert , this 
form suits me, Each person bas to have it to 
suit himself, but this does ~Jit me, If the 
President hadn't said anything, and I was 
starting out before the Ways and )leans two 
and a half months ago, you nould be right , but 
in view of what has happened, I don't see how 
otherwise I can do it. 

1 have only one question, Ur. Secretary, on 
the way it has been worded. You say we must 
not and cannot do these t hings, 

You are right , 

I would like to switch it and say1 "I shoul d 
think that Congress could not do this in good 
conscience unless they do these other things. " 

You are right, just as effective. In other 
words, not lecturing them. You don 't want me 
to FanD1 Perkins them. You are ri~t, fix it 
up. 

There is one question I would like to ask. 
Now, I repeated this in every para~aph. If 
those repetitions were taken out and put in 
one paragraph, it would be the sort or thing 
Herbert has in mind. 

I think the repetition i s a good i cea. 

You have got to move a l ittle fast now, because 
I have got to school between now and ten thirty 
on roads. 
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eliminated the tax exemption privilege from new 
i s ~es of Federal securities, The purchasers 
of State and local securities still enjoy this 

exemption, The exemption was inequitable and" --

Excuse me . Following Bell ' s su~estion , I would 
leave out, "on my recommendation , 

Yes. "The exemption was inequitable and expensive 
even in more normal times. It cannot be borne 
longer,• and l'le changed this again to fit this -
"I t cannot be borne longer at a t ime like this, 
and especially if we are to increase the 
di rect tax burdens of per sons with small incomes. 

"In its suggestions to the Ways and Jkans 
Committee, the Treasury recommended substan­
tial increases in estate and gi f t taxes and a 
lower rate of exemptions1 or lower exemptions. 
In part, this recommendation was followed, but, 
in my opinion the estate and gift taxes should 
reach more estates and provide more revenue 
if we are going to ta.x smaller incomea. 

"Those are some of the things that I mean l'lhen 
I Saf that a tax program for defense must go 
far beyond the present Bill. " 

:'/ell, a~ain, keep using t hst "all out tax program• 
every tl.me , 

Yes. "There is another condition to lonering 
personal exemptions. We cannot continue to take 
into the income tax system millions of new tax­
payers"--

'i'be.t is all good. I don 1 t think anybody can 
argue about that. 

All right. 

Very good. 
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It is vecy good. 

Except at the end, your conclusion, I think needs -
the end of t hat - your deduct ion - after yo~ 
have said all that. Excuse me, there was one 
place you were goine to change, you remember , 

Oh, we were ~oing to say "depressed" or "fl atter" 
or "worn out • 

We were going to put a c. ouple of pages or kick 
on the end. Oh, yes, the fellow is worn out 
after figuring his income tax. 

llerbert , take another crack at me on whf you 
don ' t think this table should be the way 
it is now, wil l you please? 

Well, I think this, I think it is an inequi tabl e 
proposition and I think it is also an unconsti tu­
tional and i l l egal thing to do, to attempt 
to tax anybody on t he gross income, that i s, 
his gross intake of money. I think you have 
got to allot~ for expenses he makes in earni.ng 
that income. I think even in the lowest income 
groups you t'lill find here and there people who 
do have some legi timate charge-offs and I think 
therefore that your simplified table of taxation 
is prand. I think it ought to have been done 
long ago, but I think it mll have to be on 
net income. A vecy simpl e calculation of your 
amount of mon.ey that you have received and any 
legitimate erpenses that you have made - have 
dis bur sed e.gunst it to earn that income. llo 
other deductions except what you have expended 
to earn that income for business expenses and then 
I think i t i s SVIell. 

Would you be satisfied if somebody - somebody 
said lave it optional . A fellow can take this 
tabl e or he can make out this form, ten forty A, 
and take his deductions • 

• 

• 

Regraded Unclassified



Gaston: 

Blough : 

'lnston: 

Blough: 

:aston: 

·;.bit e : 

H.C.Jr : 

Gaston: 

Blough: 

11.:.. Jr : 

V!.:ton: 

::.:·. Jr : 

:ie.ston: 

·:inite : 

3louch: 

- 43 -

I )ust think that makes it a l ot more complicated. 

Herbert , gross income does not mean gross receipts. 

Well, if gross income really means net income -­

It is net income before such things as tax 
deductions , interest .deduc tions, contribution 
deduct ions, capital losses, but it is after 
business expenses, 

I£ it means gross income after business expenses --

If that is --

Harry, wait a minute, pl ease. 

If that i s what you mean by gross income, 
I have no fUrther objection to make , if that 
is what you mean by f.ross income. 

I don't think the word "gross" ought to be used 
in the table. It seems to me if we said your 
income is --

I s it all r i W:lt? 

Yes, 

othel'\'lise you like it? 

Yes, I think it is grand. 

All right . Uow, L!r . Whit e. 
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Well, I too believed as he did and I was misinformed . 
I thought you meant by gross income what we 
call gross income. 

Gross receipts is the term commonly used there. 
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Wouldn' t it be possible to follow the Secretary' s 
idea then, and on some of those exemptions, 
small exempti ons like r,Hts ancl what-not, to 
modify that on l ow income brackets or something? 

'.'/hat 11e have done is to l ower the tax t en per 
cent in order to allow for the deductions we 
don ' t give them, 

Then if the brOSs income is explained on that 
sheet so that the man in the street - -

A little sentence will explain that, of course. 

Then I chan~e my viel'l as he does. How about the 
p,asoline tax, a man that uses ~asoline? 

The t ax in some states is deductible. 

','/ere you through, Harry? 

Yes. I think it noeds some fUrther explanation 
to the laymen, 

·:/ell, Tihat I em doing is this . I have tol d John 
&!lli van to be back het•e at two thirty and to 
have Helverin~ and Uooney here at two thirty, 
just on this thing, to bet it strai~ht. 

I think that is excellent. 

'!lould you be here at two, Ed? And put somebody 
in your orm shop on it, will you? 

Yes. 

!low 11hen am I going over thi s thing with you 
again? 

It is now ten fifteen. I shoulU think :ve could 
have it drafted any time f rom noon on. 

{~s . Klotz enter ed the conference) . 

<>s­... ::> 
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'.'/ell , here is my t rouble. Ho\'1 are you fi xed, 
Harry? 

You hnd a t hree o' clock meetine , didn ' t you? 

No , you ar e down at el even . I hnven 1 t got 
you at three, 

Oh, at el even, that is rirht • 

Arc you ready? 

':le ·~ill he.ve a d:onft e.t eleven. It ,;ill be a 
first : raft . ~he later ;rou :"Ake it the :nore 
.:c :·:ill i:::prove it. 

I can'tt because I won't be re· dJ for you 
(3loughJ until three forty- five . It i n coinG 
t o have to be pretty near pe t•fect then. 

I will do t he very best I can. I ·:rill t ry 
it out on al l t he other peopl e before t hen. 

llo that , wi 11 you? 

All ri ; ht . 

And at that time let every-body 11ee.r ;rou do~m and 
then just you and Ferdie co=e in at three forty­
five , unich saves ~ - Tihatever is left of qr 
di sposition, 

'.','hnt 11ould you think of the suf;,Sestion, J.:r. Sec­
retary, of your not tacklih~ the pr ice sbt~ment 
until after you come back f rom the tax hee.r l ng 
on Friday aft er noon , so as to l eave your mind 
clenr fo r this. ·.'le still have ;'riday, Saturclay, 
::.unrlay, and 1!onday, and ~n the m~· .ntime we rri.~l. 
be worki n,. on it so it vall be in better condi tlon 
by the tiie you ret it, ~o as not to mix it up. 

Sold. 

2G6 
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If you are free at eleven I could see you 
about your 0\111 thing at oi oven , you see, ~:lin 
and you, and I could bring tho t •x thin~ up 
to three fifteen an<l then I lllll avnilabl~ f or you 
(',',bite) at el e'fen. Is thnt a<"reenble to you 
'.'/in? ' 

'/ery ::;ood. 

I think this will be the most popular thing 
the 7reas~ hr. s ever done . 

'ihe table? 

J.bn t bble • 

Are we all ri-;ht now? :1o11, l!nrry, that 'r!'liY mean 
you mny have to cooe up to tho country, unless 
you thinlt you can do the whole t hine lJonday. 

'.'lell, suit :;rourself, but I th ink we will hnve 
a bet t er draft for you, and I don't think you 
need to shi ft f rom t axes to the other, and 
since we will have soverlll da7o t o •r.'Ork on 
it , I think there ;vill be adequate time. 

It is easi er on oe by far , ~~t it ~ be ha~der 
on you over the 11eekend. 

·::en, can' t - \'ihat did you suc~est , t h• t the 
Sec~ctarJ s e i t after the hcarin~ tomorro~? 

Ye s. 

It is all ri~ht , that i s fine . 

A!td rre will have had a chance to ~o over this 
f irst drar"t by then too 1 so that 1 t will be 
further advanced. 

::ell , 17hat I ou~ht to do is , no matter ;·;hat 
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happens, right after lunch tomorrow I ought 
to look at the thing. 

And then vre could have a copy sent up to the 
farm and you could read it over the weekend 
and we could be in pretty good shape t o concen­
trate on it all together . 

I will be rea~ for you peopl e tomorrow at two 
o'clock, Friday. 

You don't anticipate the hearings nill go over 
the morning, do you? 

!lo . How is that? 

Bell: Fine. 
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DRAF'T 

August 7, 1941 
9 A. lo!. 

SliGGESTJ::D STATEl.tENT OF THE SECRETAR:i OF' THE TREASURY 
BEFORE THE SENATE COIGIITTii:E ON FINANCE 

Mr. Chairman and Members or the Senate F'1nanoe 

CoQmittee: ~Y purpose in being here today is to d i scuss 

texet1on as an essentie~ part or nat i onal def ense. Our 

r reat oroblem i n providing tor the detenee or the nation 

is fundamentally t he p roblem or pr oduotion or actually 

building olanes and tanks, ships and guns with t he labor, 

cnne~ement, machinery and raw materi els whi ch we have 

in our country. To solve that problem, while at the 

same time protecting our present and future economic 

foundat ions, our fiscal policy mu st be adapted to the 

needs or the times. 
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On April 24, I discussed with the Ways and Ueans 

Commi t tee ot the House, the need or producing $),500,000 ,000 

annually in additional revenue. The Treeaury Department 

?reaented a suggested p rogram tor raising that amount or 

money. The Ways and Ueans Committee worked hard on the tax 

bill . Ae i t is betore you, it wi ll pr oduce aporcx1metely 

SJ , 200, 000, 000 annually in additi onal revenue. In my opin­

ion , 1t ia very important that the revenue yield be ra1aed 

to at l east the original $3· 5 billion level . It is also ~ 

portant that t he b i ll be passed aa promptly ae possi ble. 

{ 
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Inco=e taxpa7ere and exceae protite taxpa7ere ehould 

kno• as quickl7 ae possible •hat their taxee on 19~1 in­

come and protite are going to be aince over eeven months 

ot the year have already elapsed. The excise taxee and 

the estate tax cannot be imposed retroactively and every 

day 1e delay in the passage ot thie tax bill coete the 

Treasur7 eeveral million dollars in revenue from those 

ecuroee. 

However, rapid developmente ot the l ast tew months 

have made this bill i nadequate even befor e it 1e paesed. 

Since my etatement before the Waye and Ueane Committee, 

aany thinge have happened. Two and one halt months ago, 

the President proclaimed the exietence of an unlimited 

national emergency. He called upon "all loyal citizena 

to place the nation's needs first in mind and in action 

to the end that we may mobil i ze and have ready tor instant 

defensive use, all or the pb7alcal power, all ot the 

moral etrength, and all ot the natural reeoureee ot 

this nation. • The people of thle oountr7 have raeponded 

splendidly in accordance with that proola=at ion. 

Since I appeared before the Waye and Ueens Committee, 

the amount of appropriations over and above the Budget 

have 1ncreaeed by about $20,000,000,000, thue completely 

changing the fiaoal picture and greatly increasing the 

need tor revenue. 

2? 0 
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Si nce I appea~d before the Wa, 

shortage• in many materials necea ary 

~ittee, 

duotion have become acute and ve neceea1ta ed t he 

extensi on ot prior1t 1es and he deoreaee c producti on 

ot var1oue trpea ot civ1l~an goode. 

81nce I appeared before the Ways and Weans Oomm1ttee, 

prices and the ooat or 11v1ng have 1noreased at an ac­

celerated rate. 

In the l i ght or these development• in the direction 

ot 'all out• defense, I shoul~, l1ke t o point out what, in 
~C~J I 

my op1n1on, wi ll be neoesaary i n taxation to support auoh 
A 

de tense. 

Firat of all, we shall need more revenue, much more 

revenue. The defense program is an absolute necessity. 

It must be paid for. Insofar as posa1ble, 1t should be 

finally pa1d tor now~Borrow1ng should be kept to a m1n1mum 
A~~· 

to ma1nta1n our flacal strength. The r1ae 1n the Federal 
A 

debt merely means that the burden 1a be1ng poatponed--that 

both 1ntereat and pr1nc1pal must be pa id tor later out or 

hlgher taxes imposed at a tlme when they may be harder to 

pay and lees wi lli ngly pa1d than now. 

More r evenue 1s needed also to ma1nta1n our eoonomi o 

health. The preseure ot a ria1ng purohae i ng power on 
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the prices Of goods Of Which the production Will be in­

creasingly liaited by the necessity of diverting our 

resources to defense ueea threaten• to become inflationary , 

Keavy t axation which takes that purchasing power tor the 

Government operates to relieve the inflationary pressure, 

This larger needed r evenue should come trom all 

sources where there is ability to pay, The people ot th1a 

country have never been more ready to make aaor1ticee tor 

the common good, I believe we have not kept pace with 

their reel i ng• in the matter--that we are still t hinking 

too much of allowing this group or t hat to escape ita 

share ot the burden, 

An adequ.ate t ax program tor defense ehould reach ab1lit;r 

to pa;r at several pointe not nov tull;r tapped , 

1. In my opinion, such a tax program will involve a 

substantial lowering ot peraonal exeaptione ot t he income 

tax, Under the Bill before you, the base has been br oadened 

to add about two aillion new t&2Payera , but, even eo, onlr 

a relatively lmAll proportion Of the population Will be 

directly att'eoted by the income tax. A further lowering 

or the exemptions would produce eoae additional r evenue, 

It would help in cutting down the purchaai ng power ot 

eme1 k oonaumere. et aea eaetA$1ai seola; 
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It would give millions ot Amerioane an opportunity to 

make a dlreot oontrlbutlon thro~gh taxee to the defense 

or t helr oo~ntry. It would enable them to reel thet they 

were participating per sonally and directly l n the defense 

or ogram. 

s~t , it we are to extend the lnoome tax downward to 

lnol~de mllllona more or persona with low incomes, we can­

not tall, in a tax program tor defense, to reach in other 

olacee ability to pay wh1ch is eecaping ite fair ehare or 

taxes. 

Among theee are the following: 

2· The excees profits tax exempts protite or the 
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most oroepero~s corporations exoeot to the extent that those 

prot1ta are more than the profits ot the years 1936 to 1939· 

We must not impose taxes on millione more ot o~r low i n­

come group unless we also extend the exoees profits tax 

to these exempt profits. 

3· In at least g States or the Union, income taxes 

are eubetantially lower than in the remaining States be­

cause or the splitt i ng or incomes between husbands and 

wlvea. In other States, the income taxee or many wealthy 

oeople hAve been red~ced by gi tta between husband and 

wl te . Here are di scriminations agalnet the rest or the 

taxpayers whloh certainlY must be eliminated lt we are 

to extend the lncome tax downward to lnolude millions 

or new low income taxoayere. 
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~ . For yeara, the concern• engaged 1n extracting 

oertain ot our natural reaouroea, notably oil, ha•e been 

allowed tar greater allowanoea tor depletion than can be 

juat1r1ed on any reasonable baaia or tax equity, It the 

1noome tax ia to be extended to lower 1ncomea, th1a 

privilege or tax eeoape muat be remo•ed, 
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5• A rev months ago, the Congreae , an mJ reno···c's't·n, 

el im1nated the tax exemption priYilege troa nev iaeuee or 

Federal aeouritiea, The purohaeere or State and looal 

securitiee atill enJoy th1a exeaption, The exemption waa 

inequitable and expeneiYe 1n more normal times, It cannot 

be borne longer in a time like this, and eepeoially it 

we are to inoreaae the direct tax burden• or persona with 

small inoomea, 

6. In ite suggestion& to the Waye and Keane Committee, 

the Treasury recommended aubetantial inoreaeee in eatate 

and girt t axea, and a lower rata or exeaptione, In part, 

thie r ecoaaandation vaa followed, but, in ay opinion, the 

estate and girt taxea should reach more eatatea and pro•ida 

~ore re•enue ir we are going to tax eaaller inoomaa. 

Thoae are aome or the thing• that I aean when I eay 

that a tax program ror detenae muet go tar beyond the 

preaent Bill. 

• 
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There ie another condition to lowering the peraonal 

e~emptione , We oannot continue to take into the income 
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t ax ayatem million• of new taxparere with amell inoomea 

wi thout aimplifying the waye in which their tax 1s computed, 

Take, for example, a peraon With a $900 salary. Under 

the pr esent law, he f1ra t f igurea out What deductions he haa-­

t~es pa id, intereat paid, contribution• and so on, Then 

he compute• hie earned income credit, Then be aubtracta 

l\18 per sonal exe.mptiona from hie i ncome after deduct iona . 

on the balance, under ratea of the Bill before you, he coa­

putea a aurtax at 5 percent, Then he goea back to the in­

come and deduota hie earned income credit. On the balance, 

be computea a normal tax at ~ percent, He then adda the 

normal tax and the aurtax and takea 10 percent of the total 

r or defenae tax. He adda the defenae tax to the normal tax 

e.nd aurtax and finally arrive• at hie inooae tax. 

When he atarted to fill out hie return, be &aJ have 

been ful l of patr iotic enthueia•• to paJ hia share toward 

the defenae program, but by the time he haa f1nUhed hie 

l aat computation be will quite poaaibly be very much irri­

tated, It ia difficult enough tor peraona with aubstantial 

i ncomea who are used to dealing with financial paper• and to 

making computation• or thie kind to till out their tax 

• 
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re~urne and compute the i r taxee, The pereon with a small 

and aimple income ahould not be put to thie neceeeity when 

1t is entirely unneoeeaar y, 

Furthermore, the checking of thee• tax computations 

by the administrative authoritiel takee time . Frequent 

er rora are found which muet be rectified requiri ng corree­

pcndence and further annoyance or the taxpayer ae well aa 

expenae t o tne GoTernaent , 

For t he large taxpayere, equity requ1ree that income 

computation• be somewhat complicated, but tor small tax­

payera, the reeult is aerely cuaberaome and contuaing, 
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For euoh taxpayers, a s i mple table could be provided show­

i ng the taxes tor Tarious ai~e• or i ncomes, The table could 

be available in • • ery poet oftioe and public place, The 

~axpayer would merely add up b1a income on a 81aple form, 

fi nd the tax on the table and pay that amount . The tax­

payer would be apared time, trouble and annoyance , and 

t ne n•7ernment would be spared expenae , 

To 1nd1oate u:ora clearly what I !:.ave i n mi:'Jd, I have 

had ;:.repared a eample table ahoV1ng how t h1B aigbt be worked 

out in praotice. This ia only a preliminary table , and 

i mprovement• and changea Will no doubt be deeir able , but 

it will illuetrate hew the prcpcaal can be applied in 

prectioa , 
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PROPOSED SCHBDULB OF FBDBRAL INCOME TAXBS 
For Indtvlduah with Grose Inco.e ot Lese Than $3,000.!1 

!<.now Your Taxes-

H your rroll Your tax Ia: If )'OUr rroaa Your tu I a: If )'OUr rro11 Your tu h: I· 
1ncoooe Ia: In- U : I nco. 1 a: 

,.., to lttl I noel•, Manlo4 ,... ~ l tll ls1u1o to btl -s1"Cl•. !Ca.n-to4 

Ill& pe:reoa• 
,_ ,... 

IP•raa• ... I !:&a peraoz:~~• 

to 1750 - - t1,500 t1,525 162 tl t2,250 12.275 tl26 t 59 
750 775 t 1 - 1, 525 1,550 ~ 2 2,275 2,)00 1211 61 
775 1100 2 - 1,550 1,575 66 ) 

1,575 1,600 6s ~ 2,)00 2,)25 1)0 6) 

800 1125 ) - 2,)25 2,)50 1)2 '65 
825 1150 5 - 1,6oo 1,625 70 6 2,)50 2,)75 1) .. 6S 

&50 1175 7 - 1,625 1,6!JO 7) 7 2,)75 2,11oo 1)6 70 . 
&75 900 9 - 1,650 1,675 75 II 

1,675 1,700 77 19 2,11oo 2,1125 1)9 72 

900 925 ll - 2,1125 2,~ 1~1 711 

925 950 1} - 1, 700 1, 725 79 12 2,_, 2, ~75 1~} 76 

950 975 15 - 1,725 1, 750 Ill 1~ 2,~75 2,500 1 .. 5 78 

975 1,000 17 - 1,750 1, 775 II) 16 
1,775 1,1100 115 19 2,500 2,525 1 .. 7 &o ' 1,000 1,025 19 - 2,525 2,550 1149 112 

1,025 1,050 22 - 1,1100 1,1125 1111 21 2, 5!JO 2,575 151 &5 
1,050 1,075 2~ - 1,1125 1,1150 90 2) 2,575 2,6oo 15) 117 
1,075 1,100 26 - 1,1150 1,1175 ~ 25 

211 1,1175 1,900 ~ 27 2,6oo 2,625 156 &9 

~ 1,100 1,125 - 2,625 2,650 1511 91 
1,125 1,150 )0 - l.Q2t; 96 2,6!JO 2, 675 16o 9} 
1,150 1,175 }2 - 1,900 29 2,675 2,700 162 95 
1,175 1,200 ~ - 1,925 1,950 911 )1 

1,950 1,975 100 " 2, 725 1~ 
1,200 1,225 )6 1,975 2,000 101! ,, 2,700 97 I• - 2,725 2,750 166 99 
1,225 1,250 )9 - 2, 750 2,775 169 
1,250 1,275 q 2,000 2,025 105 )II 

102 - 2,775 2,1100 172 1o4 
1,275 1,)00 ~, - 2,025 2,050 107 II() 

2,050 2,075 109 112 2,1100 2,1125 1711 1o6 
1,)00 1,}25 ~ - 2,075 2,100 lll " 1,}25 1,}50 ~7 - 2,1125 2,&50 177 lOll 

1,}50 1,}75 119 2,100 2, 125 11} ~ 2,850 2,875 1110 110 I • - 2,1175 2,900 18} ll2 
1,}75 l,lloo 51 - 2,125 2, 150 115 1111 14 

1,11oo 1,1125 
2,150 2,175 117 50 

53 - 2,175 2,200 119 5) 2,900 2,925 1116 1.1 .. 

1,1125 1,1150 56 - 2,925 2,950 1119 1.16 

1,1150 1,~75 511 - 2,200 2,225 122 55 2,950 2,975 192 119 
1, .. 75 1,500 6o - 2,225 2,250 12 .. 57 2,975 ),000 195 121 

• JQr eeob 4epeD4eD\. wb\no'\ -.co tro• JOV poo11 lacoM u4 uae \ be laaluce h 4ehrelu roar tu. 

lJ AI tho oplloa ot 1M ~upqer. !Uo 1- lu UA!IIlll7 aball 'M oli'Mr \ho - 11111 11141 .. 1o4 Ia l llh 

table or tho_.,., _..,o4 ""'"'tho b lon:al ...._ Co4o •• -"'" b7l. 1 . 5)117. 

1: /- ' 
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HIIJr: 

Edward 
Foley: 

HI!Jr: 

F: 

HI!Jr : 

r : 

HI!Jr: 

F: 

HI!Jr: 

Ed. 

Yee, Mr. Seoreta.ry. 

AII8Uat 7, 19~1 
10:29 ..... 

What haYe we done about the ored1ta t or 
Thailand? Are they trozen or not ? The 
tioker &&Je • . ••• 

They' re not trozen, Xr. Secretar y. The 
State Depertaent expreul:r eaid they d1dn 1 t 
want thea trozen. 

They're not f rozen? 

'!bey are not. 

All right. 

Yeah. 

Tbanlt you. 

• 
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TREASURY DEPARTMENT 

I NTKII.OI'l'ICE COhiMUN ICATION 

DATC Auguot 7, 1941 

TO Socrot&r7 Morgenthau 

llr. Cochran STRICTLY CONFIDENTIAL 
You will t i nd ot inte~eot the par~aubo DLrked wi t h a rod pencil in tho 

otWhed onclooure to Mr. l!evley'e note vhich I rocei"d thh 100rning, concerning 

~nod. 

llben I telephoned Kr. l!evley to tha.nlc hie tor t ho Wormtion, he told .. 

it v&o bio 1o1preoolon thllt the l!r1Uoh Z.'bao17 had 11Ad1, or would make, thio 

::aterl• l &'flil&'ble d1rectl1 to the Departaent ot State. 

I om dhtri butint; thio lD8ooage t o t he uoual uoup in the '1'reaour7. 
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" ? 

Tm: B!liTIS!! SUPPLY <Xllll!CIL Ill h"ORTH MlZ.UCA 

Do!ll" Cochran, 

l!ox 680 
l!enJ...,in l'ranla. iu St.tion 

W~oh1ngton, D. c. 

I enclose tor ;your lntoraatlon tho 
cht o! tvo lnterestill(! tolegrmo about !h&Uand. 
'llley ae con lea or telegrn~e fro a DoH (tho Pinnncial 
.t.dYhor in ?hniland) t o the London 'I'Toaourr. 

:tr. H. Uerle CochrM. 
United Stateo Zreasury. 
~roh1D£'on, D. C. 

Your• alncerely, 

(Si gn•d) ~. K. Bovloy. 

(T. K. Bevlo:r) 

-liP\'--·--
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Very Sec:ret. 

Thailand nnxioualy deairea to mnintnin her 
co11mlote neutrality; she baa trent;r oblignt iona ot 
f ricndahip dth J apa.n end ehe 1a nbo•c all eo10oelled 
to ~rcvent hostile action by the Japnneoe rr~ed forces 
nov g~ther1ng on her Eaatern Frontier. In conaenuence 
'i'hail:>nd in face of American tuui llritiab Md Dutch 
f rco:ing of Jnponese aoseta hed in ~ o~inion no choice 
but to :noke a fin.onciol geature to J.,V, in order to 
Dnintoin trade ·~d ~nrticul&rl1 to aecure eo~letion 
o! lnr;;e rice contracts outstanding v1 t b J-..azo. But 
the l!iniater of Finance 1o olao aindt\U of 'l'hailand'a 
obliptiono end traditional oeonoaic ti .. v1 th tho 
~itiah EQoire, ond therefore on~ ad~ieo r ed on 
IISIW'&nCea to "" b:y the ~r o! the Yolcohua Sl>ecie 
l!Mlc thot Japan needed Zh.&i eXJ>orto an weh toot there 
..,uld be no diff iculty even about gold trMaters , 
follovin& Credit weement, baoed on our /sic/ ootional 
tical nnd neutral gold, vaa propoaed to Yokohama Specie 
:Sank hero. 

Articles l end 2. A eonaortiwo of tho three 
~hni co:oznorcial banks MCioly ~hal Coi>Derciol llllllk, l!nnk 
of Aoin, nnd l1ntionol and City llonlc of ~heilond ngreed 
to fl"N>t Yolcobmna Sl>ecie :Snnk throe montha credit of 
ten million ticolo et 5~ vhere clean ond u; where &gainet 
doCUDOnta. (Note: thia difference in ratea vaa to force 
them to uao the credit only !or genuine trade tranaactiono). 

Article } . Credit vna to be rooaid in tic&lo 
u tar "' wuible, but en:r amow>t !or which tic3la could 
not be found vaa to be repaid io cold, ouch gold to be 
freely trana!erable to '!"nnilo.nd or to teMin oaraarl.:ed 
in Ja~an. (Note: Inoiatenee on ticala nnd eold vas 
baled" on 1\ determination to &YOid h&Yi~ &nJtbing tO dO 

with the yen) • 

Articlo ~ . Credit once r~id could be r enewed 

on oimil~r termo. 

-------

• 
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2. You will notice 'rha1 Gonrunt tnhrt covhere 
Into the &~"t .. ect, thlt waa lctontlon&l 10 at to &Yold 
woundlac Brltllb euacoptlbl\ltltt tYtll !11 the tmolleot 
liST• 

3• Tho acrtemect wao preoecttd yttttrda¥ to the 
Yokoha&a Specie Bank wbloh hat bttll In croat dlffl­
cultitt to ktop i to door• opec durlns tho laot few 
dar•• Auoemont vao declared onr tho ttlopb.o110 to 
bt wwccoptablo three boun later , Japanooo are cow 
preparing counter propooalo , but at 1 N> cow turt that 
the aaintenenc• of trade lo not tbt aoin cono lderatloc 
with tbta, 1 ban no faith 111 tbt pou1b1l1tr of our 
arrirlnc at NIT reaooublt credit acroeaut, Thlc leU 
of faith It bated on tht followinc rt~•onoa 

1 haft Juet learned to contldtntlallT that no 
&etlan in 'lba1lN>d mutt bt bated on th1t lnto,...tloc, 
t Mt tbt Japar.••• l!lnltttr wrote l oot enclnc to tho 
Pri .. 1Uc1ttor to oq that Yokobtaa Spoolt BaDir ..ould 
ban to cloot itt door• in Banckok IU14 trade LTactiYltieo 
o!J Thailand and Japan c•~•• if propoted or tdlt agreement 
wore 1u1ttod. upon, that Luane Pradltt (Thai lllcltt•r of 
li'ln(lllcc ) we a partitan of gold and bt\rd currencleo acd 
old fathlonad coneer .. tlYt fl~olt and wao 'on' lntrano!­
B'OIUit Y.hhtor' ( t e>:tuall¥) ..tth whom It would be quite 
lmpotolble to harmonioe Japan111 idtat and flnallT that 
JapN> could not coaproaloo on Mr. Ono 'o plan for reeo~ 
otructloc of tho Tbal finance , whereby Ytll and Tle&l 
would bt frool¥ intorc~ablo one! 
!en a4a1tted t·o currenc:7 reeene, Mr. Olio. 1 lel'rD, 
1t not o~ :Hnancl&l AdYieor to tho Japanoto Gonrn.ent 
but &110 ?i,.,..cl&l Adrlotr dotlpatt, wblch would 1><1 
t'UltMW>unt to fntnre do fact o l'ill&nCt lllnlthr, of 
'!'hall and. 

4 , I.unDc Prad1ot told .. thlt DCrnlng that U' tho 
Oo•ornaont did DOt oupport hla In reo1ttlng e.ll attempt 
to ooll tho tical w1 th ron bt woolld l""od! atelT roalgn, 
Bo aloo ~•k•d mo what help Thailand could oxpeet fro• 
Deaooracleo In fo11111411hconomi~ and fllllllCl&l ln­
n.lion of Thailand vhieh 1t &lroad¥ tni<IUC place, 1 
warned hla that 1 vno not in a potitlon to opoek on 
political ~~&ttero but that II¥ 01111 foolinc wao that the 

"'8'> ... ... 
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D .. ocnoloo voul4 DOt withhold holp, aloo tbat eztr 
;,'ioldi.Jic '117 !haio on thio :r•c qwooU oa vould tift 
Japaa .. .,. of c-tUcc rolUid B~1Uoh troubc or 4or 
aad woul4 lDToln al.Jooot certalal:r J.t laotaaj.J froeslcc 
of fbai aoooto 1D tbe llftlooracloo, ropoal of tho 
prooeat oil twol ... oraad,. &ad off outtlac of Tbai 
BrUloh tra4o, 

5• I tlnol¥ bolion tho Thole ..,t to r .. ht J8p&l>. 
fhe:r ar• proud of their ourroac:r &ad the \ r iad~lldocce, 
~t Brltala, Betherl&Ddo latt ID41oo aad Valte4 Statoo 
ehould alro&q bepll t o proparo •uuroo to back 11p 
Thoil&Dd ecoacaicallT &ad fl""""iAll:r I'D4 llUt be roed;r 
to si" J.111l adftZlC~ pan.lltoo of ouch bocklcco It 
D#l!f """ be nocooaar:r to prepare for a pan.llt•• of 
.....,.d hdp if !ball&Dd ¥01114 DOt be occulfe4 1D co­
proopor1t:r opACe. With tho tllll 011pp0rt of 4oaocracieo 
I t hllllr: thoro 1a too4 d>AAc• of !ha1l&D4 ,...olotb s 
J~~paMOO 4o.ando, boU that wpport h bdlopooooble, ao 
Jap&ll .. O troopo at Sl..,..ap aro DOW wlthlD four alloo 
of aar Ter,r frontier. 

6, • I eD4oroe ontlrel:r rourlo:o of llr, !loll. 

• •I thilllr: •I• io the Britioh Kiaiot er ln Thollal1d. • 

(1D1t,) T,B, 

b/S 

283 
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c . . 
? 
r 

llocl no. 

After Mini ster of Finanoo hnd rofuaad 
tvlco to .ff ••!7 Mr. Ono Md attar tho ManNSer or the 
Yokoh~ Specie Banlc bad repr e aenttd that 1f financlel 
naaiotence vno not forthcomi ng Immediately , be muot 
cloao hit door a, Mr. Ono finally ~tad t o the con­
elution by the Yokohama Specie Bank of en erransement 
batvotn itael! and eouortiUD> of three 'rbai comorclel 
benka along the linee indicated in al( tolecrP, with 
tho following ~ointe of dif!oronct: ( A) A&roosant 
taket tht fore o! an exchange of loetera vbiltt credit 
h tor•d •o\'Ordratt•: (13) i'hero h no arrenpunt 
!or rocevel: (C) Gold will be u r ll4!'lood 1n J"""" but 
trnnator vill be aubjoct to pormlaalon of tho Japeneoo 
GoYOrncent and the COat or trantport at iOn if transferr ed 
vlll bt borne 1>,- the Yolcshc.ma Specie llonk. 

2 . 'rballand baa thua won tho tlrat round but llr . 
Ono lnolato on seeing the Miniator of Finance In order 
to ditcuee ":tu.nd.ementole11 • He ende&Tored. to t orce 
lnttrYiov ff wit'r:_7 the l!lniotor of l'lnnnco by appealing 
to tho Pri~o 1.\inloter but t he latter declined to Inter­
vene. 

Endo. 

/ 

• 
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Merle 
Coohran: 

HMJr: 

C: 

l!l!Jr: 

C: 

IDIJr: 

C: 

IDIJr: 

C: 

!!MJr: 

0· 

Yea, eir. 

Auguat 7. 19111 
lO:JO a .a. 

I vien you'd get vord to wnoever ie a.er 
there - Suaner Wellea - that I'd l1lte to 
gi•e the Rueaiana th1a note on gold, today, 
and I'm a1olt and tired or vaiting to bear 
rroa thea. 

Tb1e morning I vaa talking v1tb one or the 
aen, Page, vbo'e in Loy Henderson '• place ..... 

Yeah. 

285 

•..•• and I asked him what bad happened on that, 
and he aaid that the whole oorreepondence had 
been tranererred to Dean Aoheacn yeaterday 
e•ening. And I told him that Dean had been 
OYer here at a meeting and that he had aalted 
me the day berore about it, and I aalted him 
yeaterday and he had nothing on it and they 
aaid 1t just vent down late yeaterday. Dean 
vae here until ee•en. I oan phone him and 
rind out. 

Call h1a up and aay I want the thing cleaned 
up either today or tomorrow. 

11ne. fbat you want to go ahead with the 
exchange or notea. 

Yu. 

I'll get in touoh with hi• right away. 

Thanlt you. 

All right, e1r. 
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TREASURY DEPARTMENT 

I NTKit.OI'I'ICE COMMUNICATION 

TO Secretary l~orgonthau 

, ..oM ;:r. Cochrnn 

At 9:15 thit morning I apolct vith Mr. Page, in t he abunco ot Mr. Bendoroon, 

In the R~solan Section ot the Department ot State. In antver to my inquiry a t to 

~.o• the .,t ter stood on the exchange of notea vith reopect to Ruuian gol d, 

::r, Pll(e told "'" that t he tile ot correopondenco on thie caoe bad bean oent to 
~oolotent Secretary ot State Achtton yeaterday afternoon. I told Yz. Page that I 

J:.td ;ontloned thio Cllltter to Nr. Acheoon yettorday afternoon vhen tl:e lo.ttor vea 

I• tho 'ir eLSU.fY. but that it Yat 1111 iltproaaion t hat up to that tU:e l!r. Ache ton 

ht.d cot. aun the correspoodence. 

Shortly after tnlklng Ylth Mr. Page, Secretory ~~reenthau telephoned me, 

1trtln~ that he detlred to contummate the proposed exchange ot notes Yi th t ho 
Soviet kobaaaador today or tomorroY. 1 told tho Secret ory ot my conversation vlth 

• .r. Prr;e eD4 the Secretery approYed my ougteetion that 1 phone .Uahtent Secroh17 

..,huon end let the letter lalov ot ~!r . l!orgenthau 1 t u.r,;ent doolro to han tho ox­

~&• of note• coapleted todAt or toeorrov. Mr. Acheson ¥81 l n a coDfereDce. but 

crllcd u beck at 12:15. 

~o l:r. Acheson I gave a tummerY of the Ruoohn gol d oitue.tion. He found the 

P..:~tlan !Ue on hh dealt. He told he vould study It l.u:edletely. Furthen10re. ho 

hot a 2:}0 appointment \hit afternoon vith Under Secretory liollea and v ill brine up 

the ~u .. elon at t hat tilte. I requoatod that olthor Y.r. J.choson or Mr. 11elloo tolo­

-bone Secretary l!oreonthau directly after their aeeting. 
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Present: 

.. •hi te : 

J.!r . '.",'hite 
Mrs. Klotz 

August 7, 1941 

289 

Lunch at Claude Wickard ' s , to which I t ook Prof­
essor Noel Hall with me : They had McDougall there 
from Aust ralia, who has some idea about nutr ition 
after the war, but he never started t alking until 
t wo, and I didn ' t have a chance to stay, so I 
don't know what his idea is. He is going to send 
me a written report, which will go to Harry '.'Jhite. 

Then nieht before last the British Ambassador 
told me that he had had lunch with lloel Hall, 
and Noel Hall said that the Germans are very short 
of fats and will get much shorter, that the only 
pl ace that they can go to i s Africa, I got him 
started talking on the subject today, and there 
are some five hundred thousand tons of fat, 
l argely under control of Weyga.nd, and I asked 
him could we buy them and he said we could buy 
them and he doesn't know anything which would be 
more important, f irst, to keep the fats from 
cetting to Germany and second, to buck u~ the 
1'/eygand people, so that they realize it lS another 
market for their oils from nuts besi des Germany. 

He says it is a very del i cate matter , but I 
gather nobody is doing it, and much to ~ amaze­
ment, Noel Hall had never met :'lickard, and :'lick­
ard didn ' t even know who he was. 

Under 1!r. J~rphy of the State Department there 
are thirty- three observers all along Northern 
Africa who are supposed to watch lfhat is happening 
with food. This is all ne\Vs to me, and I take 
it it is news to Harry White, by the expression 
on his face, Ri ght? 

Yes, it is right. 

• 
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;',hite : 

JU:.Jr: 

·:.hite : 

l! .l.l . Jr: 

- 2 -

Now, tloel Hall, who is smart as hell, realized -
I didn 't know anything about it, and he said 
"Would ~ou like to kno1v what these observers' are 
saying? And I said, "Sure . " He said, "I will 
send you some of the intercepts." I said, "How 
do you send them?" And he said, "Throueh t he 
usual channels, " meaning throueh L:erle Cochran, 
and I said, "No, send them to Harry 1,\'hite, They 
o.re not financi al. ''le will get them t ho.t way. • 
In other words, they are the intercepts of the 
messages our consuls are sending home about what 
they see in Africa, 

290 

The other thing is, I picked up from Dr. Parran 
that there is a Mr. All en, second in command of 
the Red Cross in France who has just re turned 
with a whale of a story on nutrition conditions 
in France, and I want Harry 7/hite to get in touch 
with Mr. Hall and see if he has got a 171'itten 
report and get it. 

Mr . Hall or Mr. Allen? 

J.!r , Allen. 

The other thing is, I want llr. ·:,bite to think 
about getting somebody on nutrition connected 
wi th us, and if we can't ~et somebod1, the best 
person in town is Dr. Stanley, who never gets 
a chance over at Agriculture , and she 'i7ouldn't 
have been there today i f I hadn' t asked for her, 
but she i s tops. 

We will do both. If we get aeybody --

Dr. Stanley is tops and she never gets a c~ance 
over there. There is also a school of nutrltion 
that has just been set up nt Cornell with a 
Dr. Maynard at the head of it . This is both 
animal and human. It is very well organized, 
and they would let us have anybody that we wanted 
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·:,11i te : 

H.lJ. Jr : 

·:,hi le : 

H.!!.Jr: 

.'ohite : 

H.U. Jr: 

,',1li te : 

1!. L!.Jr: 

29! 

- 3 -

to advise with us. This is just a brand new thing 
that has been set pu, both animal and human. 

I should think the thing to do 1vould be to get 
somebody whose chief business it would be t o 
contact the people who know most about it. 

That is rigbt, but I think from what Noel Hall 
tells me - I also cather that at last Rarcy '•ihite 
got in touch with him. 

The next day after you spoke. 

After the third t ime I talked to you, 

No, after the second, I think. 

Isn't he smart? 

Very. 

But here is a man like Noel 1~11 who knows more 
about food condit ions in Germany than anybody 
else in the world outside of GeMnany, and Claude 
'.'lickard has never met him, and didn ' t know who 
he was, It is unbelieveable . But the thin~ that 
I want to get over1 I want you (\,bite) to gne me 
another summary like you did months ago, what can 
we :;et in the way of foods out of .Afr ica, and then 
please as soon as we get this thing out of the war 
Tuesday, get in touch with Pleven, General deGeulle ' s 
represe.ntative, and ask him what could be done in 
the way of b~g it. 

There are two kinds of things. There are peanuts 
and some kind of other nut which I gather grows 
on a t ree, and they are the only two kinds of a 
supply of oil that they can get. But Hall s&ls, 
if the GeMnans cau~1t on they woul d immediately 
rush in there. There are also sooe in the islands 
off there, the Cape Verde Islands have some fats 

- - --------
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·:111i te : 

H.JJ.Jr : 

7lhi te: 

H .~.Jr: 

·:,1\ite : 

- 4 -

but to me it is just the hei~ft. t of stupidity 
that we don't go in and bU1 them up. O.K. , 
Harry? 

Right. Did Hall mention to you what I asked of 
him? 

No, he just said he was preparing somethi.ng for 
you, and I didn't ask what it was. 

Well, the arr~ement I had with him, and I told 
him so long as 1t would be on a very informal 
and confidential basis, the only person that I 
would tell would be youraelf, keep you oompletel1 
info~ed, that it was for you, ana that he, I 
hoped, would find it necessary to tell onl1 his 
own chiefs, because we didn't want to get any 
wires crossed around here. I asked him to give 
me a memorandum and keep giving them to me of 
any ideas that he has, arr:; criticisms that he has, 
any suggestions with respect to economic warfare 
whatsoever, which would not preclude his giving 
them to anybody else he wanted, but that we would 
examine them and if we felt they had merit snd 
were sound we would push them from this end, 
but we wanted to make sure there was no idea in 
his head going unexplored, and he was very happy 
to do that. 

I told him the same thinK because I didn't know 
that you had seen hila. Ill right !larry, my boy. 

All right. 

• 
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Auauet 7, 1941 
2:40 p.a. 

HMJr: Hello. 

Judge 
Roaenman: 

HMJr : 

R: 

Hello. 

Hell o, B111. 

Henrr, bow are you' 

HMJr: I 'a alive. Bow are rout 

R: 

!DIJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

Hl!Jr: 

R: 

All right. Look, Henr y, Dorothy and I -
ve 're in town. We're going to be next week­
we're f oi ng down to Louie' t or the veek-end 
and we d like to have Elinor and you ba'fe 
dinner with ue eoae plaoe. 

Well, Elinor's no t here, Baa. 

~ell , would you do itt 

When? 

Well, e1tber Monday or Tuesday. Boae night 
next week. We 're going avay toaorrov dovn 
to Louie' t or the week- end. 

Well, wb)' don't rou ha'fe dinner w1 tb ae Monday 
n1ght? 

Well, we 'd rather ba'fe rou ha'fe dinner With 
ue. 

Well, I 1Ye got a houee bare. You and Doroth)' 
have dinner w1tb ••· 

Well, we'd 11ke t o very auoh. I wanted to 
tal k to rou aleo about pr1or1 t1ee. The)' •. •• • 

You ooae - rou and Doroth)' ooae and ha'fe 
supper w1tb ae Monday n1gbt. Do r ou vant 
anybod)' alee there? 

No. 

2 33 

• 
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HMJr: Oka7. You know where we l1Tet 

R: Would 70u rather oome vl'h ua to the Shoreham 
or ao11e plaoet 

f!MJr : No, no, 

R: Bubt 

I!MJr: We'd be muoh •ore eolltortable at •1 plaoe. 

R: Well, I know we'd enJ07 lt, but I'd llke ••••• 

HMJr : Well, I'• not pleading betore 70u. You ' ll 
baTe to oo•e to ••· 

P: 

HMJr: 

R: 

HMJr: 

R: 

f!MJr : 

R: 

Rl«Jr: 

R: 

lll!Jr: 

R: 

HliJr: 

R: 

HMJr: 

Well, let'• aake the date and • .••• 

Monda7. 

••••• and Monday night ••••• 

Yeah. 

••••• and we' ll eee whether ve oome to 70ur 
houee or 70u oo11e out wi th ue. 

That'• elll7, nov. I 1ll g1Te 70u a good meal. 

What baTe 70U go't 

Anrtblng tba t 7ou want. 

(La118hl ) 0~. All rlgbt. Well, we ' ll •eke 
it MODda7 nlgbt. 

What? 

I don't baTe anr taila in Waebington. 

No. You don't eTen baTe to wear a ooat. 

(La118he) Okar. 

I'll look t orward to 70u and Dorotb7 Monda7 

• 
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n1ght. Love 1t. 

R: All r1gbt , t1ne. 

;n.tJr: Oood-bre. 

R: All r1ght. Good-b)'e. 
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August 7, 1941 
2:35 p.m. 

;;:z 'iAX STATEliDIT 

Pr sent : 

!i.::. Jr : 

lllour,h: 

iielvcring : 

:t. ~ .. Jr : 
.. , . .. c .. vcr1nc : 

rt l ey: 

liclvcrinl' · ... . 

... :.'. Jr : 

' 

!Jr. Helvering 
11r. Sulli ve.n · 
!.:to. Blough · 
L!r . '.'/cnchel 
tao. Kades· 
tao. Foley ' 
tao. Atkeson 
Ur . '.'lhite 
i.'r . !!.coney 

All right, John, where are rte on this thing, 
this table? 

Here is the new draft . It i s not much different . 

Passed by you ( ~elvering ) and your people? 

.'(ell, not entirely. 

.'.'hat is t he trouble? 

'.'/ell, the thinr, the.t strikes me, I jus t ;-;onder 
bon it i s ~oing to a~ply , Ur . Secretary, to 
small individual bus1nesses and thin~s like that 
that are dorm in the small br ackets , the little 
fellows who have indivi dual businesses with 
inco~es of tiTenty- five hundred dollars. 

'.'/ell, i t is not intended to appl:,r to businesses. 
It is only int ended to apply to individuals , 
wage earners. Isn ' t that right , L:r. Secrct ary'2 

'.'/ell, there are t housands of individual businesses 
that are run by an individual. 

'.'/ell, would it help an::r to - not to go up so high? 

• 
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i:elverinz : 

:r.' .. Jr : 

~·llli vnn: 

::.: . Jr : 

.. elvcrin" : 

: .. ... Jr : 

:·.: .. livan : 

•. clverinl': 

: .. i .. Jr : 

i.!ooncy : 

- 2 -

Yes, to t hat degree, 

'.'/hat? ·~ould i t hel p any .. to keep it , say, 
up t o i'li' t een hundred? ,/oul d thc. t help any? 

It v;oul~n ' t hel p o.t all with your mar ried peopl e 
then, s1r . 

·::ell, you have got to find the nns·:;er , Gu;r, ho·.7 
to do i t . 'i'hi s i s the thine- to do. ::o~1 , ho11 
to do t he thing I don't knon. That is up to 
you i'ello:·1s. • 

.'lell, ;rou see , 17hat I am c:e ttim; at , J:r . Sec­
retar :r, is, here i s a man who onns, ju::.t for 
an illustration, a l i ttl e r estaur ant himself. 
It i s hi :; individual businc:;s. He makes two 
thousand dollars a year . !low, hm·r are 11e goin~ 
to compute hi s "ross and so forth? I s it t he 
total amount he takes in or is i t after - l'le 
',10ttld have t o ~e t t o his net i ncome , l'eally, t o 
~ct c. t ax t ha t he i s ent i tled to pay. That i s 
the quest i on I ask. 

The :::ar r i ed fellow at .l'iiteen hundred under this 
thin~ , U'l to t~ro t housand dollars, thirtJ- ei{;ht 
dollars .' .loul d thc.t hel p any, if JOU kept it 
dom t o two thousand dollars? 

I think you ~ould have t he SNQC problem. 
either event I think i t is curec :1ith the 
of li':lli'ing a re~ul.u- ten forty A • 

. !ell ye s, if l'le make this o~tional. 

In 
option 

'.'/ell, ho'.7 would that be, he cun take his . 
choi ce? '.!'hat i s the mutter ;·1!. th that? He 
can either pay this or he cnn pay the other . 

To make i t opti onal and t hen only applicabl! t o 
war-e e::.rner s as 11ell as 1111 -e earner s tha t !!ll;::ht 

• 
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::. ; ... Jr: 

~~oonoy : 

?cle;; : 

;: .:: . Jr : 

r'oley : 

:: .... :. Jr : 

Foley : 

- 3 -

have some investment income , it mipht bring it 
up to t hi s level, and it may not be applicable 
to those who en~age in business that requires 
capital. In other words, i£ it was restricted 
sol ely to your r1age earners as well as those 
wage earners which might have a small investment 
income, i t mi~ht bring it up to this ceiling. 

I think it ;;oul d be a swell i dea if there is 
no ob jection to the elimination f rom thi s sched­
ule , if those people nho are cn~a~ed in business 
and use capital as material income producing 
factors and then it nould still be ootional 
11ith the wage earner. • 

!low say that over again. 

298 

It IToul d be optional, in tho fi rst pl ace, end 
then the option only limited to the 11c.ge earners 
and even those wage earners who might have some 
i nvestment income which would make their total 
income not in excess of this limit of three thou­
sand, which is to be your ceiling, but :rour 
individual s who are en~n,n;ed in businc ss as 
distinguished from ;;our individuals who are 
110rkin:; for a rraee, for a salnry, wouldn't have 
the ontion to file on this basis. They l7ould 
have to file a ten fortJ A retw:n. 

It is all ri -ht . 

3omethin~ like that . 

You will r et what you have ~ot in mind, . cu~ting 
out of it these t ax dif ficulties that T1m lS 
sug~esting. 

That i s all ri rht. 

But you are not t ryinr to extend thi3 to that 
class of people anyTiay, becnuse they have got 

• 
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~: .:~. Jr : 

?oley : 

- 4 -

the same kind of computation probl ems as the 
fellow with the bigl)er incoJne, What you want 
to reach is the little fellow that earns vtages 
nnd doesn ' t kno\7 IID.lch about what he has to pay, 
never has pai d s.n income tax before , lie goes 
in to the Post Office and he sees the chart there 
and he sees if he ha3 earned income of seven 
hundred seventy-five dollars that he has to pay 
his Governoent a dollar and a quarter . He re•ches 
in hi s pocket and pays and ~ets a receipt for 
it f rom the oostmaster. That i s lhe kind of 
£ello\T that !:he Secretory 11anb to get to, 

That is tlte kind that the President .,entioned 
in his statement . 

Yes. 

Give me some figures that I can usc. If this 
thinr- rtns made a law, how many peopl e do you 
suppose in the United States would be affected 
who have to pay an income tax? 

.lclvcrin .. : By this broadening the base? 

,.: :.Jr : Yes. Give me a cuess. 

::elvcrin~ : Six million six hundred thousand • 

..• .• Jr : Alto-ether? :.nat is the total? 

]elvorin~ : About twenty- three million. 

ii .t:. Jr : There is about t ·:ent-J- three million "eople . 

:i. ~~. Jr : 

Twenty-one to twenty- threo . 

And you have added about seven million to 
roughly. 

:lelverin~ : Yes. 

thi s, 
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;t.:~. Jr : 

Sulli vo.n : 

3l ou:;h: 

:t . ~ .. Jr: 

:::..lvc:-in!;: 

~:. - . Jr : 

Su.livan: 

n.:.: .Jr :-
3ulll van : 

E. '' •. Tr : 

.:: :.Jr: 

?olc:r : 

:: . . :. Jr : 

3lou~h : 

- 5 -

l!obody can ch~ck it . You are bkino; ·:;hat, about 
fourteen mil llon no11 and you are adding another 
so von? 

Sixt een no17, 

Thoae are return ~ilcrs . 

Sixteen and 1ou arc a .din~ ceven, i s that about 
ri<"ht? 

Yes, 

300 

Jiow, of the sixteen clllion, if the thing 
be calue la1v, hon many ·,•oul:i pay tax - hon many li'Ould 
paJ t ax u.~der the present la~? 

Just under ei ~ht . 

About half? 

A littl e l ess than half . 

:·:en --
t!ot quite half, 

I 8.lll doing it in rotm~ !'it:Uros. llo:r, if this thine 
-::as applicable to tl7enty- thrce Dillion, eve!'ybody 
\Tould have to nay sonething. I moen, ber,inning 
with seven seven~J-five , the fello71 uould nay a 
dollar . ~er7bo~· -::ould have to pny somotning. 

!lo, not necessar ily. If the fellow had losses, 
Mr . Secretnr1 , he might o ··:set his 

:loll, with that exception. 

'.'/ell, ma.:-r ied 'Oersons •:rith :lepondent s 11ould. have 
to file under this if they made more than fl f­
teen hundred, but their l' pcndents woul d leave 
t he:n out of pa.yin::; any tax until they ;:-ot mqbe 
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ii.U. Jr : 

~llivan : 

E . ::. J~ : 

SUlli\'an : 

!!.::. Jr : 

Sullivan: 

l:clvel'ing : 

.. : '. Jr : 

:ielverin!: : 

L :;. Jr : 

F.elvering: 

!i . !~.Jr : 

::elv rinv: ... 

- 6 -

nineteen hundred or twenty- three hundred, 
TI1ose people would file and not pay . 

Well, l et me put it this way, John. If you 
follow me , or if I 8J1I up there and t hey say, 
"L:r. Morgenthau, what about this , what about that," 
the ver; question of - who is voin'i t o ans-aer 
those for me? \'lho ':'till be there to ansner that 
for me? 

I will . 

'.'/ill ;rou be? 

Yes, 

And \'fill you have some of this c:ang here? But 
you are ready to ans•.1cr it? 

Yes. 

Uo you like it with t hat - the way it is now? 

'.Yell, of course I think there is a simpler way 
t o do it • 

HOIV? 

~ just havine the return filed. 

l!o1v do you mean? 

'i/ell, take our present ton fort y A and l eave 
off - just put here , "Salary received and other 
i ncome, " and have this t able ri rht on the be.ck 
of it. 

This table? 

Yes • 

• 
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H.r: .Jr: 

:ielv rinz : 

H. ·.Jr : 

iielvarine: 

l:. ::. Jr : 

Blough: 

H.M. Jr : 

l!elverin.~ : 

- 7 -

'!/ell, for my purposes for tomorrow, this is 
so novel that this hits them. Now, you may 
get to the point that you will have form v1hich 
will have the ten forty and this on the back 
and you 11ill say, "You cnn tek e either one or 
you cnn have two separate forms ;• Those are all 
things which you will have plenty of time to 
work out . 

or course this will require legislation. 

Oh, sure. But I think that this will catch the 
imaeination of the people . After they read that 
paragraph of Ro;r Blough's, what you have got to 
go through to figure the damn t hing out - inci­
dentally, I wish you would put something in 
there, just make a note - if you have this, 
this means that the fellow vrith this income 
doesn't have to - who can't afford to hire 
either a high-priced lawyer or an accountant 
to figure the d811111 thing out for him, he can do 
it himself. 

You will find t oo, it will help --

Excuse me . Just l eave out - I mean, 11here the 
rich man, the man with the bi g income, can afford 
to hire a lai'IYer and an accountant to fi3W'e 
the thing out for him, the little fellow can' t, 
and it is almost as cooplicated, you see1 Roy. 
A little sentence on that . You neither being a 
lawyer nor an accountant, you and I, we can put 
that in. I didn' t get any echoes, you see . Roy, 
I meant to whisper it to you. (Lc.ughter) 

It will be there. 

All ri~ht . Don' t expect any lawyer to hel p 
you wnte it, either . 

The great majority of these people are people 
that never keep any books anyhow, 

• 
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u: ·.Jr : 

:i.: .. Jr : 

5ull ivan: 

n.: .. Jr : 

Sullivan : 

H.:...Jr: 

- 8 -

And I think this will cntoh their imagination. 
Rather t han to try to keep count all through 
the year when they hnvo to make a return on 
one day , they can ~o and see , if I mlke so much, 
I pBJ just so cuch. It relieves them or all the 
responsibility or kecpinz books, 

TI1e other thing is this, Roy. If your fi~ure 
is ri"ht , that i s '!bout half o • the ;;ape : a::oners 
of the United States today. ~ss Perkins said 
the.'e are thirty-nine million people at 11ork 
ripht norr. I think those are her latest f igures. 
How, when I talk about saving a billion dollars 
of non-defense expenditures , t hese .fellows don't 
think it means anythin~ to them, but if they 
realize it means something to them and 11e don ' t 
say they have got _to increase their taxes, 
maybe they will be~in to r;ot interested, That 
is 1mat I am really thinkin~ about , JLnybe I 
can ~et benty- three million people interested 
in savin~ some money so I cnn say, "Look at this 
thinr;. f!o11 , of course, we are maybe ~oin~ to 
have to increase your t axes by £i£ty per cent 
but if we could save so~o of this non-defense 
stuff, ma7be we wouldn't. • 

Alon<' the line of simplicitj", Ur. Secrete.r-.:r , 
t he Committee this morninP, a very lar~e num~er 
of them, strongly ureed us''to eliminate the 
Defense Tax and put it into the personal rates 
and save computations, 

It is all right, 

And I think either you or I ou1ht to recommend 
that in our statement, 

I don't care, either wo.y . 
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Sullivan: 

l!.t! . Jr : 

alou~ : 

H.t:. Jr : 

9lou.:;h : 

P..t:. Jr : 

llel vering : 

H.H. Jr: 

Helvering: 

I!.U. Jr : 

- 9 -

I think it would be a very popular thing to do, 
o.nd the sensible thing to do, don ' t you, Mr. 
Commissioner? 

301 

Do you think it would como in to m;r statement? 

You could put in one short sentence in passing 
in there , while you are at it, 11hy not take this 
Defense Tax out and consolidate it with the other? 
Aside from that, i t would sort of break in to 
things if we t~~e too much time for it. 

TrJ putting it in in one sentence. 

All ri;ilt. 

'.'/ell, that is all I want . Are you eoing to be 
up there tomorro11? I would like you to . 

Yes. 

Bring some of your fellows with you. 

Yes. 

O.K. 

• 
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ILLU STRATIVB SCHBDULE OF FEDBRAL I NCOMB TAXBS 
For IDdtvtduall wt th Tota l IDO-l of lel l than $3 1000 

I<. now Your Taxes -

It your toto I Your to:x Ia: It you r total Your tax le : Jr your toht 

··-- to: 
lneo.e t • : tneo.e te : 

Your to:x Ia: . 
,... To Sloclo Marrlo4 ,_ 

"' 
Stech lCarrlo4 Stech Marr1o4 

peraoll• p•reo•• 
,_ 

"' peraon p•rto"D• peraoa• p•noo• 

t1 $750 - - t 1, 501 t 1, 525 t62 t 1 $2,251 t 2,275 t 126 t 59 
751 775 t l - 1,526 1,550 6~ 2 2, 276 2,301) 128 61 
776 800 2 - 1,551 1, 575 66 3 

1,576 1,600 68 4 2, 301 2, 325 130 63 
801 825 3 - 2, 326 2, 350 132 65 
526 850 5 - 1,6ol 1,625 70 6 2,351 2, }75 134 68 

851 875 7 - 1,626 1,650 73 7 2,376 2,11oo 1}6 70 
876 900 9 - 1,651 1,675 75 a 

; , 

• 1,676 1,700 77 10 2,1Jo1 2,1R5 139 72 
901 925 11 - 2,426 2,~ 1~1 7~ 

926 950 1} - 1, 701 1, 725 79 12 2,~1 2,~75 1~3 76 
951 975 15 - 1,726 1,750 81 l~ 2, 1176 2, 500 1115 78 

976 1,000 17 - 1,751 1,775 8} 16 . 

1,001 1,025 19 1,776 1, 800 85 19 2, 501 2,525 1117 so 
- 2,526 2, 550 1~ 52 ~ · 

1,026 1,050 22 - 1,1101 1, 825 88 21 2,551 2, 575 151 85 • 
1,051 1,075 211 - 1,1126 1,8,:> .90 23 2,576 2,6oo 153 87 
1,076 1,100 26 - 1,1151 1,875 92 25 

1,101 1,125 28 1,876 1, 900 911 27 2,6o1 2,625 156 119 
-

~ 
"' 2, 650 158 91 

1,126 1,150 }0 - 2, 675 16o 93 
1,151 1,175 }2 - 1,901 1,925 96 29 6 2, 700 162 95 
1,176 1, 200 }II - 1,926 1,950 98 }1 .. 

1,951 1,975 100 33 
1,201 1, 225 36 - 1,976 2,000 102 36 2, 701 2, 725 164 97 

2,726 2, 750 166 99 
1,226 1,250 39 - .. 
1,251 1,275 Ill - 2,001 2, 025 105 }8 2,751 2, 775 169 102 

1,276 1,}00 II} - 2,026 2,050 107 IJo 2,776 2,800 172 loll 

2,051 2,075 109 42 2,t01 2,525 1711 lo6 
1,}01 1,}25 115 - 2,076 2,100 111 1111 
1,}26 1, }50 117 - 2,826 2,850 177 108 

1, 351 1,375 119 - 2,101 2, 125 113 116 2,851 2,875 180 110 

l, }76 1,~ 51 - 2,126 2,150 115 1111 2,876 2, 900 183 112 • 
1,1Jo1 1,~5 53 

2,151 2,175 117 50 186 11~ ~ - 2,176 2,200 119 53 2,901 2, 925 

1, 426 l , ll5o 56 - 2,926 2, 950 189 116 

1 ,~1 1,1175 58 - 2,201 2, 225 122 55 2, 951 2, 975 192 119 

• 1 .~76 1,500 6o - 2,226 2, 250 1211 57 2,976 3,000 195 121 

• ror eaob 4epen4tnt. 
41tar.1ne 7our tax. 

aubtraot t lloo tro• your total 1no- an4 uae tbe balance to 

l ot.• I !be tat" 1.8 U.. alito'fe IICM4all , ftlei~ h Jlllll."l T Ulutnt hl , • e.re oalO"GlaW oa \be toll..t .. 
••niiiP:loae: Jl'f'rtoul ..._u .. t or elall• ,._......., $7'50 u4 tor •l"f'le4 .,.,...., t 1,,0; nW. tJte -
•• lo L L 51'17: \U for- lee- ' 1"* h ~ ,..._. of t loo \U oa tloo 1-r ... - H a t of 
~ ,1...,, ,....,. .. ...,. 10 po,...t ao a .......... 101.-.lnt for 4""""tlooo froa U.:.O; ... ~ toz h ell-

to tM • ..,.., , tlot l&J'. 

rr~ ·~ 
. -- - -
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August 7, 1941 
3:30 p.c, 

RE TAX STATl:.1.!EUT 

Present : 

r: . ~~. Jr : 

II. ;·.Jr : 

:>loujl : 

::.! ... Jr : 

3lou!"h: 

Llr . Blough 
11rs, Klotz 
L!r. Kuhn 

Let ' s ~et going, boys. 

I have 11ritten in sum~estions from some other 
people besi des Ferdie, and I haven't r,otten his 
yet and I have tried to put on yours the sug.,.es­
tions I have gotten, if you can read my hand~ 
l'lriting. 

You l'ead out loud, please , 

"l.lr , Chairman and mcmbcJ'S of the Senate Finance 
Committee : J.tr purpose in being het•e today is 
to discuss taxation as an essential part of 
national defense. Our great problem in providing 
for the d ei'ense or the nation is fundamentally 
the problem of production - of actually building 
planes ani tanks, ships and guns with labor, 
manar,ement, machine!"/ 'end raw materials, To 
solve that problem1 1vhile at the same t ime pro­
tecting our econol!ll.c foundations and det~ocratic 
institutions, our fiscal policy must be adapted 
to the needs of the times. " 

I will have him stop at each parap1'aph. If 
anything doesn't rintt ri -.,ht , you (l4rs , Klotz) 
speak up. 

"On April 24, I discussed 1vitb tho '.'/eys and 
~ans Committee of the Housoi t~e nee~ ?f pro­
ducing $3, 500,000,000 annual y ~n add1t1onal 
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::. ~~. Jr : 

::.::. Jr : 

Kuhn: 

Bloudl: 

:r.:~. Jr : 

:1otz : 

- 2 -

r evenue , The Treasu~ Department presented a 
sugeested program for raising that amount of 
money. The '.'lays and L[eans Committee worked 
hard on the tax bi ll. As it is before you, it 
will pr oduce approximately ~3 , 200 ,000 ,000 " --

·.7ait a minute. Don't you think you could say, 
"The ~'lays and l!eans Committee" - 11ait a minute, 
don't write it out - "ancl Chairman Dou~ton," 
11ould you PIIJ him a little oomplicent? 

"Chairman Doughton and the Jays and l!eans 
Coru:dttee . " 

Don't you (Klotz) think it ~ould be nice? 
Uaybe not , oaybe the President wouldn't like 
tha t . I would leo.ve it out . Right? He might 
not like it. W'cy go out of ;rour way to say 
something nice? 

He rtasn' t so sweet to you the other da;r . 

;ihile ;·;e are at that point, l.!r , Bell sugge sted 
11e r.li:;ht 11ant to say that the ·:lays ancl lteans 
Coru:d ttee Tiorked hard and reported a bill which 
r aised that amount and then as it is before you 
it is dorm to three, tTio. In other words , 
I t houeht it cocplioated itself. 

',Tny don 't you say it all in t he.t sentence, "The 
'.'la:ts and 11ee.ns Co!1l!littee worked ht.rd on t his 
bill . " 

·:fell , originally rte did more with it than that , 
1ln;rbe as it st ands now it i sn ' t worth much. 

I don't see w'cy you say it at all. 

I agree with you. 

You sort of drag it i n by the tail. I W?uld 
leave it out . And another thing, appear1ng 
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3l ouch : 

i:J.otz : 

::uhn : 

... t~. Jr : 

i~uhn: 

:: .:.' . Jr : 

Bl ouch : 

n.:·.Jr : 

;:.::. Jr : 

!llou!;h: 

- 3 -

before the Senate Finance, you say ""/ell 
the '.Vays and Keans Commi ttoo \'IOrked s~ ha~d " 
and they say, "'.'/ell, what do you think we d~?" 
I would cut it out , 

All right. 

Definitely. 

John is -:;oin;; to thro:7 some bouquets to theo 
in his statement • 

Ue 110uld, 

'.'/ell, he should. 

It is all r i ght. "But nhy come up and tell us 
hor1 hard the ·::ays and J.!oans Committee worked?" 

I think you are right . 

"As it is before you" --

Henry would say, "'.'lhy should I :vorry about the 
','lays and !.:eans Co.."llll ttec?" 

308 

Perha1ls ne should say, "As it passed the House," 
rather than, "As it is before you . " "As it passed 
t he House, this bill will produce" --

That is all ri1;ht , "As it passed the House. " 

"This bill mll produce approximately three 
billion two humlred million annually in addi ­
tional revenue. In my opinion, it i s ve~; im­
pot•tnnt that the revenue yield be rai sed to at 
least the original $3. 5 billion level , It is 
also important t hat tho bill be passed as 
promptly as possible , Income t xpayers and ex­
oeos profits taxpayers should know as quickly 

• 
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::.: . Jr : 

-~ou:h : 

.: . . J:' : 

: lou:;h: 

•• ,, T ... . vr : 

i1ot:: 

- 4 -

as possible what their taxes on 1941 income 
and profits are going to be since over seven 
mon~hs of the year have already elapsed. The 
exo1se taxes and the estate tax cannot be imposed 
retroactively and every day ' s delay in the pas­
sage of this tax bill cobts the Treasury sev­
eral rrillion dollar s in revenue from those 
sour-ces . " 

That is a nen sentence , isn't it? 

J:o, that h::.s been in for SOI:Ie time. 

All ri&ht, go ahead. You (Klot&) speak up anJ 
time . 

"The rapi d deYelopt.cnts of the l as t few months 
hnve made this bill inadequr. t e even before it 
is passed, Since rrry st· temont before the ::lays 
and 1~eo.ns Committee , many thin-;s have happened, 
~70 and one hal f month~ ago, the Pre. ident pro­
claimed thee xistence of an unlimited national 
emerr,ency. He called upon 'all loyal citizens 
to pl ace the nation ' s needs first in mind and i n 
achon to the end that \'te ma;r mobilize and have 
ready for instant defensive uce, all of the 
physical nower, all of t he moral st ren&th, 
and all of the natural resources of this nation'" · 

Is that nen? 

t:o , but that doesn't necessarily r.lake it :;ood. 
I will indicate when :1e come to the new t hin;;s. 

It is all right . 

I think it is all r ir~t. 

I t i s t rue. All right . 

i\:.:m : There is only one other thing, ;rou might put i t 
in l ater . 
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Oh, no, unl ess it is somcthine major, I am not 
eoing to fuss with it. 

"Since I appeared before the '.'lays and !leans 
Committee" -- you will notice t his is repeated, 
"Since I appeared before the Ways and 1!eans 
Committee, the amount of appropriations, author­
izations and recommendations over and above the 
Budget has increased by about $14,000,000,000, 
thus completely changine the fiscal nicture and 
greatly increasing the need for revenue . • 

Just make a note to ;,'ourself, "L!r. Uorgenthau 
supposing you applied for two thirds and one 
third, how truch ta:<es would you have to raise?" 
Just have it there for me . 

The next sentence Har ry ',lhite docsn' t like very 
well. 

"Since I appee.red before tho '!lays and Means 
Comr.littee, prices and coot of livine have in­
creased at an accelerated rate , thereby accentuat­
ing the need for a strone fiscal pro~ram . " 

lie doesn ' t like the. t? 

He didn't think it tied in 11ith the next sentence, 
lt!.ich is, "In the liEht of these developments 
in the direction of 'all out' defense, • - -

:iuppose you said, "These and other develo:>n:ents"? 

His idea was that the cost of l l.vinr; wasn 't in 
the direction of al l out defense . 

'fhat i s true. 

It i s really devel opments of an all out defense . 

ResultinG f rom an all out defense . 
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Cay be the. t r1ould cure it . 

',Vell , "Since I appeared before the '.'lays and 
J.fcans Conunitt ee , pr ice s" - thnt is all r i t'ht , 

I like it . I l"lish it would stay. 

"I n the light of these developments" 

;'1bat I 17ould like to say in the next sentence, 
chanpe it this l?aJ - as rrs. Klotz su~~ested, 
"In the light of these and other developments 
of an all out de:'ense program," so!lethinc:- like 
t hat. "I should like to point out" - - ~ 

"aesulting from" --

You (Blough) and Ferdi e can fix that up . I 
t hink you are perfectly ri r,ht . You see, 11e cut 
out practi cal ly ever;thiny about infl ation and 
so f orth and so on, I go up t here and I am 
talkin~ about taxes. I don ' t say a thing about 
the cost of living. 

','/ell, I a~;re e on this sense, thou3h. It is 
really drag£ed in there. 

'?ell, \'that has happened, it is n condensation 
of about five pages on inflation, They have 
P'Ot it d01m to one llarn'"l'a'Dh. That is the 
trouble . • · 

I stuck some more on l he end, l!r . Secreta.ry • 

I am 11illing to say it . I think it is important . 

"In the light of t hese and other development~ i n 
the di r ecti on of all out tlofense , I shoul d h ke 
to noint out uhat , in ray opinion, ;7ill be nec­
essary in all out tnxation' to support such a 
pro"'l'am. 

d 
II 

"First of all , 17e shall nee more revenue, --
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That is a ner: phrase . 

II h , , , , rnuc more revenue . The defense pro?Tam 
is an absolute necessity. It must be paid fo r 
Insofar as possible, i t should be finally pai d• 
for nor; , " 

That is ner< • 

J~o . 

"Should be finally paid .:'or no:,"? I :-~ould letxe 
out the word "finally" . 

:.:eanin~ ! ·:;e shouldn't pass it on to future 
genera nons. 

'.'lh:/ not ~ "Insofar as possible it shoul d be !'aid 
for now '? I don ' t like the ".finally" 

That gives the sense . The i dea was , you pay .for 
it in money and then you have to ro back later 
and r,et it in taxes. 

312 

"Insofar as possible , it should be paid for now. 
Borrowin~ should be Y.ept to a r.dni= to caintain 
our present fi~cal streneth. The rioe in the 
!'oc!eral debt nerel;,r :::ce.ns tlu t the ~r.xpayer ' s 
burden is bein:; nostponet! - that both princir>al 
and interest nu~t be peid l~tor Okt of hi-her 
taxes collected at a tine r:hen they W2.J be herder 
to pa;r anl leGs r.illin,..lJ .,'lid then no-:1. " 

Vet·~· good. 

"Alon ~" uith increased hxation shoul d ~ the 
maximUm reduction in tho ordinary non- defense 
expenditures of Government . The burden oi' paying 
for defense i s so heaV'f that it sho\lld b• r elieved 
at every possi ble point . " 
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I onl;r r:ondered if it \70.S stron~ cnou:h in vic\~ 
of the way ;rou have t;one at it before '. 

I think so. I think i t is all ri .:ht • 

I thi nk so • 

"I ncncascd taxation is needed also to 11\A.intai n 
economic stability. " 

.... . .. One no·~.ent , pl ease. !Ill ri r)•l . "Inc:>c:-.::cd 
~3 :Cltion, 11 :-:nat? 

__ n'~ .... : 

~ · u O • 1.1 • o 

~ ••• • • is necced also to ~:nta.in ccono~c 
~ta.bili~y . 1isin~ ~urcha.~in~ po~cr is exe~tinL 
lncro'\Sln~ 'Press;lro on the " rices of 11!1l.l_l\' kinds 
o; -:oo.is, u!1ile at t he sllr.le tbc nro.:ucLon o: 
t!,c::e -oo ls i s bcin;:: incrco.::in:l ;r curtailed 
by the necessity of divertinr; our r esources to 
nefense uses . Thic compl i cation of incr:n"ed 
dcmnnd ~nd rest rict d outnut thr ontcns to cause 
inflotion~r;r price r i3es. " 

';'hat i s ncr1 a.l1.J i1e rbcrt 'd>.aton thou~:. t son:ethinc 
r:ns ncelcJ t l:c :>e c.nd th.• t s• e::~s to do it. 

It i ~ ·::i se, -:'.oy. 

?:.ere i s jus!: one thir.- hr rc . " IncrP.~seJ t,-,za­
tion i s :~ce~ed to D".intnin econo:;lic stabilit'J. " 
:ell, haven 1 t we tnl:<eJ. about ccononic stebi li tJ 
ca.rlier ? 

It \~n o fiscal strcncth before . 

Oh, 11ll ri: ht. 

"'i'hi s lar ·er needed revenue aho\lll co!'lc fron all 
source s where thc:>e in t\bility to pa?, - t lcn. t 

1 
s 

:·:hat an "al l out" ta.:c pro~t\m t:!C'\ns . 
1 

1 t t h'l t ''+-ha t" to "thfl\,t ' c Jo you -.ant to con . r~· -
'~hn t it n~rns"? 

·---------
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It is all right. 

"The peopl e of this country have never been 
more ready to make sacrifices for the common 
good. Our tax progro.m has not kept pace with 
the defense progrBl!l - we are still thinking too 
much of help1ng thi s group or that to escape its 
share of the burden. ·:Je have no:' come to the 
point 1vhere it is a matter no t merely of fund.a­
mental equity, but of the ut~ost necessity that 
all exemptions from taxation be ~educed to the 
absolute minimuc." 

I like that . It is ~ood and strong, 

"An ' all out• t ax pro~rrun for defense shoul d 
reach ability to pay at several points not now 
ful ly t apped. 

"1. In my opinion such a tax progro.m might well 
invo!Ye a substantial loiTering of personal examp­
tions and a consequent broadening of the base 
of the income tax, if at tho so.me time rte take 
immediate steps to remedy defects in the appl ica­
tion of the principle or abili ~, to pay in other 
parts of the tax structure. " 

Do you mind, instead of sayinr, "at the so.me time, " 
sa7 "simultaneously"? 

Hot a bit. 

You might want to shorten that. "If at the same 
time •.1e apply the princi!'le of abi~ity t~ pay 
to all parts of the tax structure. It Just 
cuts out a couple of lines, 

It is all riJ!tt the way it is, 

"In my opinion such a tax pro-ram mi~ht well 
involve a substantial lowering of personal exemp­
tions and a consequent broadening of the base 

. - --------
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of the income tax i f simultaneous~ we take 
immedi ate steps to remedy defects 1n the • 
application of the nrinciple of ability to pay 
in other pa.rts of tho tax structure . Under t he 
bill before you the base h~s been broadened to add 
about tl'lo million ne11 taxpayers, but even so there 
rtill remain a relatively l arge proportion of 
the population in the lower income groups which 
nill not be directly affected by the income 
tax. A further lo:1erin.,. of the cxem"Ptions woul d 
produce some additional revenue and in addition 
it would give millions of Americans an opportunity -
a welcome opportunity, I believe - to cake a direct 
contribution through taxes to the defense of 
their country. • 

Cut out the word "I believe" . "A welcome oppor­
tunity." 

That i s Gaston. 

"It l'tould enable them to feel tha t they were 
participating" - he fixed this paragraph up. 

"It woul d enabl e them to feel thl\ t they ue~e 
participating personally directly i n the def­
ense proernm•" 

Let me see. "Further lo~ering of the exemptions 
nould produce additional revenue and in addi7 
tion 11ould l!'i ve Americans a 11elco:Je opportun1ty 
to make a dtrect contr ibution throuin taxes 
for the de::ense of their country. It \70U~d • 
enable them to feel that they 11ore partic1pahnjf 
personally and directly in the defense program. 

That is very goo d. 

It is all ri~t . 

"But I believe this Committee 11ill a:;ree with 
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me that rte ought not to accept such sacrifices, 
even though nilling sacrifices, from millions 
more of persons with lo1v incomes on whom the 
bur ,1en of other types of taxes falls" --

"!!.i.llions more," no, "From millions of addi t ional 
~ersons," if JOU nant to say it, but not 
millions oore of persons". "l.!illions of addi­

tional per son s ." 

lio , I don' t like that. 

You don't like tha t ? 

!lot "additional persons" , 

Then just say, "From millions of persons" . 

"J.!i llions rlith low incomes. " 

"J!.illions of pc1•sons with low i ncomes ." Leave 
out "more" . 

".'/hat do you mean, persons? 

The people. 

I •on' t think you need any thins. 

"Fr om millions Tiith low incomes, 

That is right . It has rot to be persons. 

It can' t be anythin~ olse . 

No , I t hink you have ~ot to have to put it in • 

We mi~,ht get a little mixed up with millio~?s 
of dollars and incoMeS and that sor t of th1ng. 
"Ilillions of people . " 

Yes. 
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" . • • • with low incomes on whom the burden of 
other types of taxes falls most heavily, 
';Ulless through pro:pe: tax reforms v:e reach 
m other places ab1hty to pay which is escap­
ing its fair share of taxes, " 

!low, we are saying that for the second time , 
but you wanted to say it several times. 

Did Gaston write that? 

Yes, 

Do you need "through proper tax reforms, " Roy? 
"Unless :·:e reach" - ii' it is escnpin!'; , obviously 
we have to reform. 

No, I don't think we need that . 

It shortens it just a shado, 

All right . 

"Among the ,e are the follo1rine :" 

tfoiV, Foley- sllg3est ed m.e.ybe the number s ought 
to start here, but I don ' t know. 

I don't care. 

I have no opinion myself. 

No . Well, you fello:-~s decide it. 

All right . 

It is 0. K. t his way. 

I don' t care. 

And also on the next paracraph on excess profi ts, 
he thought r:e ou;:ht to have an exanple. I 

/ 
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didn 't put an exnmple in. You asked to hAve 
it short. 

I don't want an example. 

"2. The excess profits tax exempts profits of 
even the most prosperous corporation, except 
to the extent that such profits are in excess 
of its average profits for t he years 1936- 1939. " 

Does that make sense? 

Yes. 

318 

"Surely Con
1 
.. ress will not wish to impose additional 

taxes on mi lions more of our lo11 income M'OUP , 

unless we also impose the excess profits tax · 
on the exempt excess profits of such corporations, " 

J:uhn: "Unless it al so imposes ." 1,'/e aren ' t imposing. 

Blouch : 

- · . J~ : 

Klot z: 

:I. :.:. Jr : 

Bl ou-;h: 

j~ . ~. Jr : 

Blough : 

Con~ress is imposing. 

"3, Families."--

t:ow this one is th:lt joint retUI'Il . "Famlies 
pa;r lor;er Federal inco:~~e tnxes 7.iten both hus­
band and nife receive incone t hnn uhen income is 
re reived by only one of thee~ . " 

J:o;1, wait a minute. 

I don't eet that. 

I don' t either . 

'l'hen I didn't ~;et it richt. Let mo read t he 
rest of the para~aph and 11e will come back. 

All right. 

"This is a discrimination of which many 1·:ealthif 
people have taken advanta~e by l~rge ~ifts of 

• 
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income producing property betlVoen husband and 
wife. Furthermore, in at l east eiyht st ates 
o£ the Union, the Federal income taxes arc 
made substantially lower than in tho remnining 
states because the local lo.w permits the split ­
ting o£ incomes between husbands and l7i. ves, 
Here are discriminations a~ains t the rest of the 
taxpayers Tihich I believe your Committee will 
agree must be eliminated if \"te are to extend 
the income tax downward to include millions of 
new persons with low incomes. The discriminat ions 
can be eliminated by requiring husbands and wives 
to file a sin~le joint re ttwn with appropriate 
relief ~rantea.only where both husband and 
wife work outSlde the home, 

The first sentence, thoueh, doesn't click. 

I had to wait until the very end to -;et the full 
moaning of it. 

Take your time and fix up that first sentence, 
but you have got the idea. You see what they 
had before , he left it just rtith the ei ght 
community property states , he didn't do the 
other t hing, but I ao more than nillin~ to leave 
it to the two of you. 

It is a matt er of clarifyinr that idea, but 
you do believe, as I understand it, that 
nhe"e husband and ;vife both receive income, 
that it is a di scrioinat ion if their tax isn' t 
t he same as l'lhere one of them alone receives it, 
except rthere they are workineZ 

Yes, to the extent of three hundred million 
dollars. 

\'/ell, it is a question of fundamental view, 
and we wouldn't want to misinterpret you. 
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Wait a minute, that is just r:hat the President 
said in his l etter and that is what Sullivan 
said on the Hill r epresontine mo . 

That is r i ght. 

3 20 

They went over there and the President said, 
'":,'here did you stand?" And t hey said, "This 
is where 11e stood. " And he put that in hi s l etter . 

There is this difference, that sene people are 
in favor of joint returns because of co~ity 
property and one or t:oo other things and in 
spite of the fac t that it will mean other joint 
incomes, but as I understand it, you are in 
favor of it primarily because of the main thing, 
which is that husband and \'life both receive 
income and tbftt income ought to be joint? 

Uo, I am only in favor of it because this i s 
something which under the present lau I benefit 
by . Therefore, I have got to be against it. 

That isn't so. 

Sure . The w~y it is now, I benefit. 

But that is not nhy you are against it. 

That is why I have got to sa1 - because I bene­
fit by this loophole I have got to be for 
closing the l oophole. Don ' t you follo:o oe? 

Yes, I follow you but that is not the basic 
reason for i t . 

Isn 't i t ? 

Sure, i t i sn't. 

It is a very important one. In other words, I 
have got a rule of thumb. If I benefit by any 
particular provisi on of th~ t ax, I have got t o 
be against it. 

• 

• 
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1'hnt is ri jtt. 

Put it the other way, 
n;et away with murder , 
nren ' t you? 

That i s right . 

If n lot of J•i ch peopl e 
thon you arc o.r;ainst 1t , 

.'/ell non, I ao havin•· my !i tllo fun, but lhe 
only - I ITill be verJ serious . The onl~· r:ay 
you can keep this kind of - form or r:-overnnent 
is that you make it core and more di:ficult for 
t he very rich people to escepe their share of 
taxes •::hile the;;r live, e.nd their inheritmce 
t-lxes i7hen t hey die. You have ,.ot to elillinete 
at the top these people nnd if :(OU do t hat , t hen 
~ou can keep a happy nation. If ; ou don't do 
1t , you ere no t ~olnr. to keep a happy nation. 
TI1e most strikinr example I hcvc ever seen of 
the t hin:; am1 it seemed t o WOI' k , but I don' t 
know how lons; , r1es in S.todon r:J,cre you have your 
Countesses and your Bnrons livinr, on their es tates, 
and at the S'!:lle time you have -;o t the st ron:es t 
cooperative movenent in lhe country who doninate 
tl1e Par lia:'lent. 

There are no extreoes of riches or roverty t here. 

7rue, but t hey had three billionaires there, 
I thi nk . ?he;,r had three oeonle ;·:i th ~everal 
hundred mllion :Oollo.rs . • '!'non you have cOt 
t hese Barons livinr on their land. Then you 
have uot t he lo:7er -strata r1hich as Kuhn sai d, 
where there i s no povor t y. It is an 8.!ll1Zing 
situation, but there i s onl y six million peopl e , 
that i s the an swer . 

'.'/ell , I think I can .-et it now. 

I hnvc ~otto be a li tlle f~cctious . You can' t 
be so serious all the tine. But r;hcn you .-et 
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rirht down to the thing, you have got to grad-
ually re'!love the peopl e at the top through • 
clemocratlc processes. Now, if you do that 
and don't d? it the way they do it in Germany, 
through capltal levies, then this kind of Govern-
ment can continue to live. 7/e can approach in 
s?me re spects Slveden where :te have - take it 
off the top and put it on the bottom. Thet 
is my rul e of thumb. 

,,uhn : Better still, if the people at the top understand 
the need of it better thAn they do in other 
countr ies. 

n.::.Jr : 

i~uhn : 

~lour,h : 

:-: . ~ .. Jr : 

~lour-h : 

Kulm: 

6lou:;h: 

They nill in the next life. (Laughter) 

l!nybe. 

Sometime I would like to follo11 the t statement 
up, Mr. Secretary, by pointing out hovr the estnte 
and gi f t taxes need serious patching un in order 
to prevent a terrifically big loophole that 
is no11 present. 

Not t his stat ement, but this is the place to 
do it. I invite it. 

Thank J'OU, 

"4, For years, the concerns en~e~cd in ext : acting 
certain of our natural resources, notnbl/ Oll, 
have been qranted far vreator allowances for 
depletion than can be JUStified on any r easonaOle 
basis of tax equity. If the income tnx is t o be 
extended to lower incomes, this privilege of 
tax escape should first be removed. 

The word "first " is new, iSn't it? 

!.Aybo simultaneously we moved once before . 
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Keep us in~ the 11ord "simulto.noou3ly" . 

"Fir st" means thnt you can' t put on o. lor1er 
exemption. 

Ilo • 

"5. A f ew months a<"O, the Congress eliminated 
the tax cxe:nption privile""e from new i ssues of 
7eder al securitie s, The purchase rs of new state 
and local securities still enjo;r t his exenption. 
71\e exetmtion r.ns ineouit:lbl e and ext>ensive in 
core normal t~es. It cannot be borne lon~er 
in a time like th i s , and especially if .:e are 
t o increase the di rect tnx burdens of persons 
·.,ith small incomes . " 

·.'ie wi ll keep harping on that . 

Tlul.t is rieht. 

"C. In its SUf:"'C3 tions to tho ''lays nnd :.:eans 
Collmlit t ee , t he Tr easury r ecommended subst -ntie.l 
increases in octate ani! eift tt~xcs , and lo11er 
exceptions . In part, this recommendat ion rra.s 
followed, but , in ~ orinion, the estete and . 
sii't taxes should reach nora cstntes an~ pron de 
mor e revenue if .. c are ·oinc to tax ccaller 
incones, 

"7hosc are sone of t he thin~s thllt I nean -::hen 
I s11y that an ' all out ' tnx pro~r~n !or defense 
oust eo f ar beyond the present bill. 

Ho';'l, you l eft out the Presi dent of the United 
St r.tos at the proper place on t hi s business, 

I di d? 

On purpose? 

3 .... 3 
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tlo , indeed, I did not. It is purely an over ­
sight, J.rr . Secret?.ry . 

'.'/ell, pl ease brin& it in ril"ht 
whel'e we f irst tnlk about it . 
under number one . ',','hercvor it 
Pre sident said" --

at the beginn~ng 
I think i t i s 
i a. "As the 

::u:\.'1 : And then you want to auote him 11 ~nin on the 
simpler form, don ' t you, later on? 

.. : ·.Jr : 

::.: .. Jl' : 

:.u:m: 

:: .: . Jr : 

"lou:h: 

... :.:. Jr : 

: .. ·· . Jr : 

That is ri::;ht , :;e :1i.Ll do it t r:ice. You say 
it is an oversight? 

It wa:. a uure over-si-ht , antl 
undoubtedly cnu~t it before 
I shoul d have cau-;ht it thi s 

I 11ould hn Ye 
it r:as final, ... 
~.oune . 

but 

You are e.:cused. Do it twice , t he second t ime 
where you say a person ou~ht to be able to do 
it in a s imple way. Do you a~ree , Ferdie? 

Yes . I \70ul dn ' t do bot h Presi dential <JUotations 
at the hezi nnin-; or you ""iva n;::ay your simple 
form. 

One arpli es to one and the other applies to 
the othe!', Jiviae it in half . 

I think it is e very :ood thin- to do, ani! I 
certainly Cldn' t lea•;e it out ju~t to :;et it 
out • 

Gr anted, 

You don 1 t 1:nnt to -;o beyond thi:; estate a~d gift 
tax statement here? I ~~an , t hi s i:. no t1me 
to r o into any : urthor eltlborntion. 

'ihi s is enouf:h . 
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"There is another condition \'lhich I r1ould attach 
t o lo11ering t he personal exemp tions , " 

Thi s is Gaston' s addition and I think it is 
RQOd . 

"I think r1e ou~"ht not t o take into the income 
tax system millions of ner1 taxpayers with soall 
incones without simplif"Jin'" the ··11X/S in which 
t heir t ax is computed, 

"Take, ~or ex8l:lpl e, a person rlith a .)900 salacy. " 

This i s the oost at~e.zin- thin::. You r~ould think 
he had faked it . You don ' t think it coul d be 
so. 

"Under t he pre sent l a\7 he .fir st fi;;ur cs out 11hat 
deductions he has" - you soc, I star ted --

!.lay I interrupt you? There ·;:ao t his pnracraph 
with no explanntion, so I invi ted him to the 
house and said ''I l'lant to " 0 t o school. ·::ill you 
nlcnse explain t o me hou this i s done?" After 
ne ~~·:e ::J.e the explllnntion <7hi ch he i s ;;oin£ to 
r ead no'l'l, I so.id, '";'hi s just can' t be. ·::e 
hove -;ot to do it sane other ·.~ay, " :md i t ;1as 
t hr.t explan.ation :71-J.ch he '"!l.Ve ne ot '!>re!!kfe.st 
and I said, "It can' t be done this <. ay , r;e h:!ve 
r,ot t o do it sone siml er 7:o.y , " w:.ich -ave r::e the 
idea of the ta'!>l e, you see. Jo ahead. 

I don't nention the i ncome to be"in •:1ith because 
that is 17hat you :•1ant to bcr,in :·lith. I sinplJ 
beein :1here you ore ;-oin r~ to stop. 

1hat i s rir,ht . 

"Under the "('resent law he fi r :;t fi""Ures out 
r1hat deductlons he has - tnxe~ pc.i d, inte r est 
paid, contributions and so on. :'hen he co:::rutes 
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his earned income credi t . TI1en he subt r .cts 
his personal exemptions f rom his incone after 
deductions. On the balance, under rates of 
the bill before you, he computes a surtax at 
5 per cent, Tilen he goes back t o t he income 
and deducts his earned income credit . On the 
balance , he computes a normal tax at 4 per cent . 
He then adds the normal tax nn<l the sur tax and 
takes 10 per cent of the lotal for defense t ax, 
lie adds the defense tax to the normal tax and 
surtax and finally arrives at his income tax. " 

T:utt i s marvelous, Tilnt is 'Tonderful. 

'.'/hen he did thet to me at breakfast, I said, 
"It just can't be so . I!ow can you expect 
anybody to fizure a thinr, liko th~t , a r.orking 
man or a postmaster?" 

That is marvelous. 

I tlon ' t know how you will like thi s next. 

"'.'/hen he started to fill out his return, he 
may hllve been full of patriotic enthusiasm 
to ~ay his share torrard the defense ~ro~an, 
but-by the time he has finished his lest com­
putation he may ·.1ell be in a tor:erinr r a-;;e or 
a state of mental collapse . " 

Is it too st rong? 

A little bit. 

:.bat would you do with it? 

"B· the time he has fini shed his return, much 
ofyhis patriotic enthusiasm may have evaporated 
under the strain," or somethine like that. 
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"By the time he has finished his computation 
he may well be in a state of both mental and ' 
physical exhaustion. " 

It is more than that, You dest roy his willingness 
and his cheerfulness by imposing this additional 
fussing on him. He starts out with perfectly 
good cheerful emotions, and by the time be bas 
gone through this - -

He says •To hell "itb the Government . " Deems 
Taylor iast night said to us, "It is the Govern­
ment nho is against us on the tcx thing," you 
see . I mean, when ·you get through, he says, 
•Oh, to hell with the Government . " 

That is right, and that ia what this schedule 
is - -

You f ix those thinzs up. 

I don 't agree, but it is all ri~ht . 

You don't agree? 

No because I don't think he becomes unpatriotic 
be~ause he has to do all that figuring. He 
beco.mes unpatriotic l'lhen he r,ets through and 
finds out hon much he has to pay. 

I think it exasperates him. 

Yes, 

But he starts without being exasperated. 

Well , I don't know. 

All right, I am going to do mf share. 

It may be a good point. 
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I think for this vurpose it is a ~ood point to 
say how he is willing to do his share but, by 
the time he :;ets through with the thine, his 
enthusiasm is gone, something liN! that, I 
am willing to leave it to you fellows ; 

All right. 

"It is difficult enou3h for persons vrith substan­
tial incomes who are used to deal in- nith finan­
cial papers and to mnkin~ computations of this 
kind to fill out their tax returns and coopute 
their taxes, The person l'lith a small and siople 
income should not be put to this necessity of 
making elaborate computations. " 

You didn' t put in nhat I told you. 

That 11as at tno thirty. 

Tell l~r s . Klotz about it. 

To the effect --

1 will put it i n. "It is difficult enough for 
persons 1vi t:t substantial income s •. ho are used 
to dealing with financial papers and wh~ can 
afford to hire la:rJers and accountants. 

That is ri<;tt , I a~;ree 11ith JOU. 

••:,lho can afford to hire hiP',h priced la~qers and 
accountants . • 

''ro make his computations l'or him. " 

"'!lho can afford to pay high priced lo.wyers.an~ 
accountants to make his computations for hun. 

You will have them all dorrn on you. 

Oh, no, they like to be t old tha t , 
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Not the laeyers and accountants , do the::r? 

Oh, sure, they vrant people to think you need 
lav~ers and accountants to fill in your income 
tax bl anks. Every night when they r,o to bed 
they pray for the Federal income . !Jay it be 
more difficult. (Laughter) 

''The person :1i th the small income" - leave out 
"simple" - "should not be put to this necessi~ 
and expense, of makin3 elaborate computations. 

i:u'.n : :·;e don ' t need "elaborate coll'Outations" . Just 
"necessity and expense" . • 

H . ~: .. Jr : 

l:lotz : 

H.i:.Jr : 

BlouGh : 

!!.~. Jr : 

3lou-,h : 

"".'". J:-: 

[llou:;h : 

Just "necessit y and expense" - and "undue expense" . 

No , It is under - -

Just "necessity and expense" , 

That is a little bi t stroncer . 

Simpler is always stron~er . 

I a:n trying to think at 11hat point ue had better 
ret the President in here. A little later, 
I belie·:e . 

\'lell, you cat r1ork that in. 

"Furthermore, the checkinv of these tax compu­
tations b::r the administrative autho;ities takes 
t ime. Frequent errors are found wh1ch wst be 
rectified requirine correspondence and further 
annoyance of the taxpayer as well as expense to 
the Government . 

"For taxuayer s with relatively lar~ incomes! 
refinement s in de terminin~ income and comput 1ng 
taxes" --
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Excuse me . Coul dn ' t you say right after that 
"~le i n the Treasury don' t enjoy hecklin<> the ' 
taxpayer any more than he enjous being fieckl ed. " 

That is good. That is good l'lill. 

"1/e i n t he Treasury don ' t enjoy hecklin~ the 
taxpaper any more than he enjoys beine heckl ed. " 

You know what the coment 11ill be . "You nay 
feel that way, Mr. Secretary, but I have dealt 
~ith Internal Revenue . " 

'.'/ell, again, it pays !le !luch more to spank cy 
child --

Kuhn : nectoring. Hecklin~ i s oratorical. l!e ctorin~ 
is bothering, pestering. 

H.t.I. Jr : 

Kuhn: 

Blough: 

3lou3h : 

:1:~ . Jr : 

Y.lotz : 

nlou(',h : 

H. :J. Jr : 

illough: 

Pesterino:? 

Pester ing is al l right. 

It i s good in the !.Iiddl e '."lost . I don' t kno~7 

how it is here. 

That is a ~od ~ord , pestering. 

" • ••• pestering the tsxtayer any !lOre than he 
enjoys being pestered. 

Pester. 

I like the word "annoy" . 

"Pester i ng" means koepine at it like henpecking. 

Yes, I like it. 

There are all kinds of 1WJ.'1S of annoyine people , 
but pestering i s the thin~ we do. 
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If you get a better word before ~·1e get through -­

It is all right. 

You don't like it? 

No , but that is all right, it is not important. 

Fussing at a taxp&Jer? 

llo, I like the word "pestering". 

Henpecking? 

'!~at is another kind of thing. 

"For taxpayers with relatively large incomes, 
r efinements in determining income ana computing 
taxes are t roublesome but aro necessary in the 
interest of equity. " 

'.'le may be able to smooth that a little bit. 

"ror small taxpayers, however , especiallJ those 
now taxed for the f irst time, these refinements 
are cumbersoce and confusin~> r:ithout serving 
any i.J:roortant llurpose. Tho income taxes of 
millions or lleopl e can be determined with 
acceptable accurac,7 by less involved cethods. " 

This is where I would put in the President. 
"As t he President said, i t should be possible 
to compute these taxes on a simple form by 
simple methods. " 

A dir ect quote? 

Yes. 

~or such taxpayers, a simple tabl e could be 
provided nith the aid of which the snall taxpayer 
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could compute his t ax bill in n vel"'[ fe11 moments. 
He would be spared time, trouble and annoyance • 
and t he Government would be spar od expense, 

"To i ndicate more clearly what I hllve in mind, 
I have had prepared a sampl e tabl e showin.,. how 
this mieht be rrorked out in practice. Thts is 
only a prelimina~J tabl e, ana im~roveoents and 
changes will no doubt be desirable, but it will 
illustrate how the proposal cnn be applied, " 

!low I -o in to the end of it. 

"Tho taxes im[osed by t he bill before you are 
ver y heavy; tne t axes of an all- out r ro-ren 
r1ould be eYen heavier. " 

At that 'Point , ;rou ha·;e had prepared a table 
and it w1ll i llu3trate. '.'/ill ;rou then -:o to 
the t~ble and produce it --

I will di s t ribute i t • 

And there ;rill be a bii' one up there t hat you 
can 'Point to , because there are peopl e in the 
Conru ttee room --

·.-:e can have enou<:)l to o;i ve a\'CI"Jbody i n t he room 
a copy. 

That Co~ttee room i s a little har~ to use a 
t7all chart with . 

You can ha·;c enough copies to distribute them 
around. 

1 see! 
You ce.n di stribute them around, hno:c Chick Schl'larz 
PO around and hand them out. 
u 
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Now, it is your intention to 11ithhol d t hose? 

Until I reach t his point. 

And t hen you distribute them and au lib? 

Sure. 

"The taxes imposed by the bill be:!'or e you are 
vet"J heavy; the t axes of an all out pro;:;r-'tm :-10uld 
be even heavier . I am convinced that the people 
are not opposed to heav; •axc3, that in iact they 
favor heaV'J taxes because they kno;; tl-.e.t the 
alternatives ar c much oore onerous. At a time 
1·:hen expanding incomes arc operating to l'orce 
prices upward, all ki nds of r.teasures l:lust be 
employed i f prices nrc to be kept under control • 
.'/ithout heaV'J taxation t he other measures have 
little chance to succeed. 

"Rising pr i ces woul d t nke much more" - ­

",'/ai t a minute. Go ahoad. 

"!1.i sine -orices woula take much more an~~ f rom 
our people no>7 and in the future than :a:;her 
taxes no~ r:ill take . " 

·:/ait a minute. All rirht. 

"tinder the t:;.x bill in its l't•c ~cnt foro, a 
na.rr ied couple rrith no ~cpon~ent~ , ha·:in- a net 
i ncome or $5 000 a ·tcr.r wlll have its recier al 
income t ax i~creased by $190, or 4 pe: cent . of 
i ts income, If ~7o-thirds of the f~lJ 's. Ln­
como i s spent on items affected by a ch:m~ln~ 
cost of l i vine, an increase i n t ho cost or 
living of 5-} per cent woul~ impo~e as '':'eat 
an additional burden on thl S fe.DUly as Hould 
the proposed income tax. " 

.. 
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t:uhn: '!'hare Ro;r, woul d it be bettor to say, "Assut~ine 
that two-thirds or the .:'amily ' s income \·:oul d be 
spent"?. 

li . ~'. Jr : 

::.::.Jr : 

:'lou-h : 

; .. : .Jr : 

:lotz : 

::lour;h: 

: .... . Jr : 

Just l et me ~et t he <lri f t. You can fix it up. 

"'The cost of livinr; index has increased 5'-
por cent iJ? less than a year , s ince Sente~ber 
1940. It 1s clear f ron t his simnle illustration 
that risi nr price:; tax t he i'anilj inconc just 
as surely" --

Excuse ae. ':'r.e co~ t of livinl' in,,cx has increased 
5~ per cent since Septe:nber, 1940? 

Yes. 

"It i s clear fron t hi s si~le illuatration that 
ri :; in~ prices tax t ho fwni.L;r i ncome juot as 
surely as do incone t cxeo . " 

You see, this is new. 

1es , 

It i s t aken out of that naterial yestc~da;r . 

"Althou~h as nrices ~ise , the incones of sone 
familie~ nill'increase, ndnl incoaes ~ill not 
increase and most incones Tiill not increr.se as 
fast or as ouch as prices. 

"If in an ~tiempt to protect the inco::~es of 
our people r:e hold do~·.n taxes nnd as a result 
the cost or livin" rises, ·:te shnll have taxed them 
just as surel y as "if we had levied on the~ directly, 
- and 1·1e shall still hnve t he costs of de ... ense 
to pay l ater from taxes. " 

I nont to .,et over that the costs of defen~e 
will go up too. 
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Kuhn: You have that in, don't you? 

Kuhn : 

II .:J . Jr: 

Kuhn: 

Blouch: 

r:. r.:. Jr: 

~loush : 

Blough: 

u . :~ . Jr : 

But r ight here. ".'le will still have the increased 
cost of defense ." 

"Swollen costs." 

"The inflated costs ." 

That is right. 

That ties it ri -ht in. 

:The inflated costs of defense . " That is eood. 
The inflated costs of defense." 

NOI"I to try to put in a peroration. 

"An all- out tax program will foster public mor­
ale in an all-out defense pror,ram. By reducing 
t he necessi ty for borrowinr, 1t will strenO<then 
confidence in the im~egnable fiscal posi£ion 
of the Government . contributing to the con-
t rol of prices it wil help prevent the demorali­
zation uhich woul d result from inflation. By 
distributing the defense burden equitablJ it 
will help avoid the bitterneas and dissatisfaction 
that raises "hen the many cast carry as extra 
burdens the taxes t'lhieh the fe11 escape. It nill 
make all the people equal partner s in the 
defense of our country. • 

I had a little in the other. 

I think --

That I don't like as well. 

"By cont ributing to the control of prices it 
will help prevent demoralization as e. result 
of inflation." That is t ruly a defense burden --

• 
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Kuhn: I like it very much . 

f1otz : 

U.!J. Jr : 

rr our-h : 

:I . ~.·. Jr : 

• • • H . Jr : 

Dloueh: 

E . ~:. Jr : 

?lough : 

::.:'. Jr : 

310ll''h : • 

H.'.' . Jr : 

Klotz : 

t:uhn : 

So do I . 

It i s very good. Thnt i s tho fifth dr e.ft . 

You have been very patient , l.lr . Secretar;r . 

Ho , it is t he other way around. You heve been 
very industrious in your work. "It uill cake 
all the people equal partnero" - I want to put 
in, "in sharing the costs of the defense of our 
country, • 

"Paying for the defense . " 

Just think of thnt , '.'lo are tal kin.:; about the 
taxes. '.'!ouldn ' t t hat be the thing? Non ho11 is 
the l ast sent ence? 

The l ast sentence is , "It \'lill 1:1ake all the people 
equal partners in payin~ fo r the defense of our 
country," or if you prefer, "in sharing the costs 
of the defense of our country. 11 

rread it both nays again. 

"It will make all the peopl~ equal partners in " 
sharine the costs of the de: ense of our countr;r. 

And the other 11ay. 

"It will cake all the people equal par~ners in 
payin~ for the defense of our country. 

'.'lhich way do you like? 

I think I like yours. 
d II h ' II 

"P~in!!" is an unpleasant 11ord, t:tn . s !B.;'lnf 
is a pfeasant, positive ono. That lS rl£h • 
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I think it is fine, 

Arc ;rou r:illin-; to r-ive it? 

One little thin::;. ·::ere you ~oinr. to put in 
this thln;r thnt I sur;-cst r:e •lrop the ten per 
cent or let !.:r. Sullivan do thai? 

They :·;ill asl: you oucstio:~s about that ta.ble, 
won 1 t they? -

.ii1J don 1 t you l et t hn. t be tnkcn care o: othcr:·:ise? 

I think so , too • 

You are nakin-; your cont ribution to simplici t:r . 

Isn' t t his t he - thi: i J th fif th C:r•ft , isn ' t 
it? 

I think it i s t he fifth ono ;rou hnvo seen. 

Yes. 

I ·;:ill never forget tl,e one in lJ,e S?rin- of 
US9. 

I ha\·e been hear in - n:.out that • 

.'.'hnt -;;as t hat? 

That 1ms Jol.r.nie !io.ine~ ' :~rticle . 

I think you have done c. Sllcll job • 

::0 rlill :ix t r.is up then. At•c _;;ou ~in: to 
see it o.r-ain ':lcforc it ic tJ"'e<• up? 

];o, just this. ilavo it t;'!'od on t~c :;ind o~ 
tvpe t hat I ccn read, and seo tha t 1t 1s on ~ 
d~sk - ·::ell, hor: can I - t it so i.:' I come do:m 
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here the first thine in the mornine? Does any­
body go ho~e my uay tonieht? 

I do , 

".'/ell, ;rou ar e not r;oinz to be here while the 
eirl types it? 

·.vell, I \'till be here for cc ··hinly a couple or 
two and a half hours. 

I ::ill tell you 17hat I 1'1ould like. I :-:oulC. like 
it just put on rrrJ desk so r~ten I walk in here 
tonorro:• 1:1orninc it is here , 

You ore roinr to do it on the ver1 lar-e trpe . 
Do :rou laiort the difference? 

Yes, I kno~t • 

And ju:;t see that it is left on mv l esk, I don' t 
no.nt it sent to the houoe . Put it here so that 
when I come in tomorro·:t nornin:; it \Till be he!'c . 

Supposin<; you want to re d it the first thing 
in the nornin:;? 

I ~~ conin- ~o~ he~e to rend it. I ~11 ~et 
dotm here - I 11ill co~:~e do~m here anl I :rifl be 
here in plenty of time to re•d it. It doesn ' t 
ta e lollb, you see. Do ;rou like it? 

I think it is a s:-:ell stateoent . 

l!obody can be in doubt rthat you want. 

l io. 

You ~1ant 

I ~ I d h e at ei-ht thirty and I read • a.c o:·:n er 
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it once in fifteen minutes, that is all I have 
to do . 

You sometimes wake up very early and there J1JJJ;[ 
be something in i t you don ' t like . 

No , I don' t want to vmke up early. 

'.1/e can ::;et it out to :rou tonight , !Jr. Secretary, 
if you :vant it. 

I would like to have it on qy desk . 

Yes, sir. 
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1'-'-•' of leenhJ'r .. rpathaa Mfore tbo 1o C~Uoo oa rtaaaoo, h-14&7, Aq-aot 1, l~l~to 
.; ; ,~, flit 

Ill'. CDialraaa aDA uaMro of tba leaah rliWioo <;' -1- '/ I 
OoulUoo l 117 pVpooo la 'bola1 bare tour lo to 41on10 

taxa•loa •• aa ooooa,lal part of aatloaal 4ofoaoo. oar 
croat pr o'bloa la PI'OY141DI for tho 4ofoaoo ot t'bo aatloa 

10 t.ad•aoatallJ tbo pro'bloa ot pi'04aotloa -- ot aotaall7 

n ilUDI pl&Doo aD4 uuo, oiiJ.po u4 IM• wUh labor, 

uupaoat, aaohlDOI'J aD4 n:w aaterlalo. !o ooln that 

pro'Dloa, nllo at ,.._ - Uao protooUq ov oooaoalO 

fo~tloao aa4 4ouoratlo lao,ltv,loao, ovr t 1ooal 

pol1oJ aut 'bo a4apto4 to tho aoob ot tba Ua01. 

oa Aprll 2~. 1 4lonooo4 wlth , ... w.,. aD4 ..... 

Coaal,too of ,.._ ..... , t'bo aoo4 ot pr o4ao1q t J,50o ,ooo,ooo 
u11aoll 7 la &441 U oaal I'Onau. !ba !l'e&lai'J Dopartaoo' 

pruo•h• a •lliP•'" propou for NlllDI tho' _ .. , of 

oour. !ba II&JO aliA .... , c-tUao worked hol'4 oa tho 

~u 'Dlll. Ao U lo 'bofore 1••• U wlll pro.taoo appron-

ootol J t J, 200,000,000 aaaaoll J lD at4l,loaal I'OYOD ... 

• 1 oplaloa, U lo Yei'J s..portaat that tha rnoaao Jlol 4 

be 1'Bloo4 , 0 •' loaot tho or11laal .,.5 'bll lloa loYOlo 

It 11 alto l8portaat that ''bo 'DlU 'bo pauoA ao proapUJ 

• • poool'blo. Ia .... 'azparoro aa4 oxoooo pi'Oflto tax­

P•T•r • oboa14 kaoW ao qaloklJ ao pooolblo ~' tholr taxoo 
/'1 " 1"1 ' " • · . -1 .;r( . . ·:"· 

1~ - ~ .. r. -1 ... '( ' v r- - '- 1' .. 1 - . 
·~ ~ "' t.. I J ' • 1- ' .-

, ,\\ ~ . ... ~. ,t • · ·' ' #' • -

3 ' ....,. •·· , 9 r • .J · ' -.~ ·, , • .. :· • .Jc,.. ,_ "' . .. . ,.., ( 

I ... /". ' ' 
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on 1~1 1DOOIIe u4 pi'OfUo are p1&1 '' bo alaoa _.,. 

~tnn ao11Ulo of Die 70DJ' ban &lnD47 olapoo4. !be ox-

o1tt 'axoo DD4 tht ootato tax O&DDet bo 1apooo4 roti'Oaot1••17 

alld enr7 4&71 • 4ala7 1a Ulo pauaco ot 111.1• 'ax blll oo•'• 

tbe !ro&aUJ'7 oonr&l ll1111oD 4olluo 1& rnn .. ti'OD thooo 

I Oli.I'OOO. 

!be rap14 4anlo~oDh of 'u lad tew 80Dtha h&•• 

aado Ulla b1ll 1DD4oqaa'o •••11 botoro 1' 1• paoao4. 11aoo 

ar etdoaoD' bot oro Ulo War• DD4 Moua o-1 noo, ..., 

\ h1n1• h&•o h&ppoao4. !Yo DD4 oao halt aoatht ap, tho 

Pru14oDt proola1.ao4 tho oxuu .. o of u ullaUo4 

national ••••1'••7• .. oallo4 ~oa •all 107&1 o1t111110 

to plaol tho nat1oD'• Doo4o t1ro' 1a &1114 &D4 111 ao,1oa 

\o tht oD4 tba' n .., aob1U&o &114 ban roa47 tor 1ao,aat 

4ttana1•• •••• all of 'ho phJo1oal powar, all or Ulo aoral 

e\rln&tb, &114 all of 'b• aataral roooUJ'ooo or ib.1o aat1oa.• 

111100 I appoue4 botoro 'ht Wa7• u4 Moua CoaaUUI, 

tbe aaoUDt of appropr1a,1oDa, authorl&a,1oaa an4 ro..a­

• • n4&,1oDo •••• an4 abo•• , .. •D4«•' bat 1aoroaao4 ~7 

abou' tl~,ooo,ooo,ooo, 'bat ooaplotal7 ob&nli•l 'b• flo­

cal p1oturo u4 croa,lJ 1noroao1111 tbl Dll4 tor ••••a••• 

111101 I appeU'04 betoro the W&J• u4 Mouo Ooaa1ttoo, 

?r100I &D4 tbl oo•' of 11•1111 ba•o 1aoroaoo4 at &II ao­

celera,o4 ra''• thtrobJ aoo111toat1n1 tho Dtl4 tor a •'roD& 
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t iloal propou. 

In tho llsh' ot thooo do•olopaonte 1n tho d1reot1oa 

ot •all o•t• dotoaeo, I oho~d llko to point o• t What , 

1n at op1nlon, wlll bo noooooar7 1n •all o•t• taxation 

to ••ppor' auoh a procraa. 

F1r•' ot all, wo aball aood aore ronnuo, auoh aoro 

r•••nuo. !ba dotonoo procraa 11 an abooluto nocoaa1tJ. 

It •••' bo paid tor. Ineotar ao poeo1blo, 1t ebo~d bo 

t1nall7 paid tor aov. ..now1nc ebould bo ltop' to a 

o1n1a1111 to aa1nta1n ov preunt t1eoal otrencth. 1M 

r i ll 1n tho Fodoral dob' aorel J aeano that tho tazpaJ•r ' • 

bur4on 1• bo1nr pootpoaod- -tbot both pr1no1pal and 1ntor­

••t aaot bo pa1d lator o•t ot blsb•r tos•• ool lootod a' 

a Uat wban thOJ UJ be bar4or to paJ and l ou W1ll1arl7 

paid than nov • 

Aloq v1th 1aoreaood tax&Uon oboald p tbt •·"­

roduot1on 1n tho or41D&rJ noa-4oteaoo ospon41ture• ot 

Oonrnaont. !ho bv4on ot paflll( t or dotonll u oo ba&YJ 

t hat u llul~d 11o reunod at n•n pou1bll po1nt. 

Iaoroaood tasa,1on 11 neodo4 aloo t o aa1nta1a ooo­

noalo otab1l1'7· a1o1n1 purob&o1DI povor 11 osort1DI 

1nonal1nc prouvo oa tho prloao ot a&n7 lt1n4• ot po4e, 

• hill at tho oaao uao produoUoa ot thnt coo4• u bo1DI 

1noroao1nal7 earta1lo4 b7 tba nooooo1'7 ot d1•• r•1nc our 

I ! 
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!h11 ooaplloatlaa at 1a-

creaae4 4eaan4 aD4 reetr1ota4 output threat1 a1 ta eaall 

1ntlatlonar7 prlol rl•••• 

!hie larpr ll .. 414 l'l't'ellue lhoul4 0011e 1'1'011 all 

eouroea where thel'l 1e ab1l lt7 to par - - that'• what aa 

'all out• tu: PI'OCI'&a aeue. !be paopll or tble IIUti"J 

han nner bean 1101'1 1'1&47 to aalte aaar1t1ou tar the 

OOUOII COo4o 0V tu: PI'Ogl'&a hae lllt kept p&OI wUil 

the 4etnea pi'Ocr- - we &1'1 aUll tblllk1ac tao nob 

ot helplJll thle CJ'O'GP or that to .. oape Ua abal'l ot 

the burAo11. We han aow ooae to the polat whll'l 1 t h 

a aatter 11ot aerel7 ot tuDAaaantal eqult7 1 but at tbl 

utaoat neooeelt7 that all oxaaptlone ti'Oa tu:atloa ~ 

re4uoe4 '' thl abaolata a1a1 .... 

Aa 'all oaf' tu: pi'Ocr- tor 41taue lho1114 reub 

ab111t7 to p17 at ee••r.1 pointe no' aow tall7 tappo&. 

1. Ia D7 op1a1oa noll a tu: pl'lcr- alpt nU 1a­

YOlYI a eubetaatlal lowerilll ot pareonal axoaptloaa aa4 

a oonaeqaeat bree4en11ll ot tile ball ot the 1..... tu:, 

1t at the eaae Ua• n take 1ue41atl etepe ta l'lal47 

4etao•• 1a the applloatloa ot the pPlnelple at ablllt7 

to pa7 la other parte ot the tu: etraot&l'l.\ VD4er the 

'b111 botol'l 7ft the Mal baa beaD bi'Oa411ll4 to a44 allnt 

t wo alllloa aaw tu:parare, but •••• eo thel'l Will re •'• 

... 
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a relaUnlJ 1arp pnporUea et ~~ pepwl&U .. 1a u. 

lowtr 1•- lftllpl ftlell wlll ut M 41reiUJ att11tM 

'b7 C. 1a- taa. A tv\Ur lenr1q ot C. IX18pUaae 

wo1ll4 pro4•aa - ••·41 Uoaal ........ aa4 1a a441 Uaa 1 s 

wo1114 CS.wa llllllaaa et .&aar1 .... aa opperhiiUJ -- a wel-

ooa• oppel'tul\J, I Mlllwa - to ~ a 41reo\ ooll\r1buUoa 

\b.l'oqll taa01 w tlae ••t•••• et C.1r MU\1'1• \ U wnl4 

18able thn M teal nat th•J were parUo1paUq pereonallJ 

aa4 &1reatlJ 1a ~ 4atea•• presraa • 

.. , I MlliYI W• Oo.-!UII Wlll ..,.. •1~ •• \hi\ 

•• ouch\ Mt to aaaept nih a10rltlo .. , •••• \b.ou&h rtll-

1111 aaar1t1o01, troa alllloa• Mre at ptriODI wUh low 

1aooa11 aa Wboa the -.r4ea at aSher \Jpaa ot \aXIl tall• ) 

aoe\ beaw1l7, .-1111 \bNu.ch preper \u reto ... • •• reaeh 

1a other plaael ab111\J to p&J wb11h 11 eeoap1QC 1\1 tall' 

1here ot taa01. aoq 'h011 are \he tollow1QCI 

2. the azaala prot1Sa ta& eze8p\1 prot1tl ot •••• 

t he aoet proeperou Mrporauaa, exoept w the eaten\ 

thl\ •••h , ... t1\l are 1a az•••• at 1•• •••race prot1SI 

to r c. 7aar1 19)6-19)9· hrelJ Ooacr••1 Will us w11h 

to 18pela 11&41 Uoaal SUI I aa allllODI aore If OV liW 

1aeoae IN•P• .-1111 we aliO 1apo10 She IZOIII prot1SI 

\u aa SM auapt ezaall protUI at ••oh OOJ'POI'&UOal. 

). ru11101 ,., lower h4el'al uooa• \aXIl whea 

'both baellaad u4 ws.te "aeU• 1••- Shu wbea U 11 
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reot1n4 ~ oal7 oao of \Ilea. !1111 h a 4110r1a1aa\loa 

ot lftlloll IIU1 weal ... peeple lla'tt \&kill e4natap '117 

1ar1• rlf'• of laooae pi'04••1aa proper'' -.--. •• baabeal 

ud v1tt. Ia d leu• lllh' 1'-'" et 'he hloa, reAeral 

111o011t hze• art aaA• n'be,aaUall7 ltwtr .US u \M 

rtu.1DUI a.dll MD& ... 'he loeal laW ptl'lll'l Ull 1Pll'­

UDC tf lllOMe 'M'"tll !a•tbeall aa4 vl.,.lo lert art 

dUorUlD&UOIII ....,. .. , ~ I'll' tf \lie ~llr'l ldllu, 
I llol11'11 JOV a-tUoo vlll aartt, ••' llo el1a1aa'o4 

lt •• art '' e :dtll4 \ho laooao ba &ovavar4 k laolllilo 

111ll1e n• or 11ow por11a1 nn. low 1aoo1111. na. 411ol'la1-

Da\1ollt oaa 'be olta1aa,o4 bJ J'OCiirUC h••-.a4• ae4 vl'ltl 

' o tllt a llllclO J•la' 1'1~ v1 \h apprepr1do rellot 

l r&n'o4 o11l7 wl:lol'l llo~ !laebaad aa4 vlfo "l'lt .. ,1141 

tilt bo11o, 

~. ror 70art, \lie to11oon• ,.,...,. 111 oxtnoUDC 

oerta111 of ev utuoal l'llo.rt••• aob'blJ ell, u•• booa 

graD,... tar croa,OI' au....... for 4oplo,1ta ..... ... bo 

JuaUtlo4 oa UJ Maeoaablo ._.11 tf •u oqaUJ • lt \M 

1noo11o 'u 11 '' bo oz,oaAo4 '' lever lllOOIIII, WI 

prl'llllll of 'U IlPPI e)ao'al4 flJ'I' )0 I'IM'IMo 

5· A tow aoa,!a• ap, .. O.aartll ol1a1U"4 U.. 

t ax oxollp,loll pr1Y1lol' troll aow 11n01 tf ro4oral 10-

ourltloe. ~ parohaoorl ef an lta'o ae4 ltoal •••v1'10I 

" l -. . ;-) 
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,ull ••J•r lblo o:u.pUoa. ftlo ozeapUoa ,., latqlll­

ta'blO Ud OKJ)ODI1YO 1D aOI'O aoruJ. Uatto ll ..... t M 

bora• 1oarer 1a a l1ao 11ke lhlt, aa4 eepee1all7 1t •• aro 

to 1aor•••• lhe d1rool taz ~••• ot pereoae w1lh eaall 

1noo•••• 

'· la 1lt •acJOtl1oat to t~ Wa71 aa4 Xeaae Coaa1ltee, 

the froaeurr roo .... D4e4 tu'betant1al 1ao•••••• 1a eatate 

and pn -.zoe, aa4 lower o:napUoaa. Ia pan, thle ro­

aendaUoa ••• tollo-.4, 'bul, 1a ., op1D1on, the utale 

aad 11tl -.zu tllo1114 naah aon utatu and proY1de aon 

rneaue 1t •• aro plac to taz eaaller 1aooau. 

'rho" aro eoae ot lhe lhlqt t~l I aeant whea I aa7 

that aa 1all oul" UX proll'aa tor detea" aud 10 tar 

btJODd the pi'OIOIIt 'b111o ) 

then 1a aao~r ooa41 Uoa to lower1DI tht pertoul. 

ezeap,1oae. Vo O&DAOt oont1ma• to lake 1nto tho 1nooat 

tax 171tta a.Ul1ona ot ••• tOKPar•ra wUh au.ll 1DOOMI 

w1 t hou\ t1apl1t71111 tho war• 1a wh10b tbdr •u U o-

puhd. 
tako, tor 0 saap1e, a pereoa w1th a 1900 aal&r7• 

Under the proeoat law, he t1rat t1guroa out what de4•o­

tlone bo bat __ tazo• pald, 1ntoroet pa1d, ooatr1butloa• 

and 10 oa. 'fboa bO ooapullt bla oarald lnooat orodU. 

Thea hi eubtraota bla pe r eonal ouapUoae troa 111 ' la-

: ~:J t; 
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oo•• at••r 414•o,lo••• Oa \be '-laa••• ..atr ra••• 1r 

~h• -111 -.ror• 1••• be ot8p•'•• a e.rtax ,, 5 Jlr••••· 

!hiD be pn llaok '' 1;be laooae &114 4tbth hll earae& 

1nooae ore4U. oa the balaa11, be -P•'" a aoraal 

~u at-~ peroea,. le thea Ud1 the aoraal 1;u aa4 \be 

tar1;u an4 'ak•• 10 perc••• ot the 1;e1;al tor 4eteaee tax. 

Jle a44t 1;be 4thall tu '' 1;be aoraal •u aa4 ...ar•u 

aa4 t1a&117 arrl~•• •' 111• lao ... •u. 

llben be ttan.a '' t111 eu' 1111 rehrn, be aar han 

'bua tul ot pa1;1'1eUo •athu1a• to p11 111• 111art ~ 

1;he 4etta .. propou, blat bJ 1;hl u .. he hal t1aUhl4 1111 

l att eoap•1;a1;1oa hi Uf well bl 1a a to .. r1ac rap er a 

1tat1 ot aeatal oollapll. I' 11 4ltt1oul1; oaouea ter 

p1r1oD1 With ••b•taa1;1al 1nooao1 ¥be are eae4 '• 4oal-

1DC wl'h t1aaao1al paper• aa4 '' aaklac ..-p•ta•loa• ot 

t h11 k1a4 to t111 od thelr tax retarD• aa4 eoepate thelr 

tue1. the p1r1oa W1'h a 18&11 aa4 118pll 1aooae an.-14 

not bl pat to t111o ao1111U1 et aaklac lla-.rate -

putaUoae. 

Fvthenore, 1;hl ehoeltlDC et tn-11 'u 008pataUoa• 

br 1;hl a4a1a11,ratl~• aalborltlel tat•• tlae. r..q .. a' 

error1 ue teWI4 whllh n•' bl reoUt114 requ1r1q eor­

r11poadoa11 aa4 tarthlr aaaeraaoe et thl tupa:r•r ae well 

u exp•••• t. \be ene:na••'· 
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For t&Zp&Jera With relat1••1J larse 1ncoaea , r et1ne­

aente 1n 4etera1n1ng 1nooae and coaput 1ng taxee \ are 

troubleeoaa but are neoeaaarr 1n the 1ntereet or equ1tJ , 

r or •• all taxparere, howeYer, u peo1all J t ho .. now taxt4 

tor the r1ret t1 .. , t heta ret1neaent e are cuabereoae 

and conrua1ng w1thout eer.1ng an1 1aport ant Durpoee. 

The 1ncoae taxee ot a1111one or people can be determ1nod 

v1th accept able a ocurac1 b7 l eaa 1nYclYtd aetho4e. l For 

auch t axpa7er a & &1aple table could be proY1ded w1 th the 

a1d or wh1oh t he eaall taxpayer could coapute hit tax 

b1ll 1n a ••r1 taw a oaente. He would be apared t1ae, 

troubl e and annoJ&nce and the OoYtrnaent would be epartd 

u pen ... 

f o 1nd1oate aore c1earl7 what I h&Yt 1n a tnd, I 

ha•• ha4 pr epared a eaaplt table ehow1 ng how th1 t a1gbt 

bo worked out 111 practice. fh11 11 onl7 a prel1alnar7 

table, and 1aproYtaente and ohangee w111 no doubt be 

dt t1rable, but 1t w1ll 1lluetrate how t he propoeal c&D 

be appl1e4. \ 

f ht taxea 1apoea4 b7 the b1ll before JOU a re Yer r 

. eavy; t he taxea or an all- out program would be •••n 

en 1er, I aa conv1nct4 that the people are not oppoee4 

:o ht aYy taxee, t hat 1n tact they taYor heaYJ taxee be-

t hat •he alternat1••• are auch aore oneroua. au .. they know • 

Regraded Unclassified
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At a tiae when expanding incoaee are operating to roroe 

pr1o•• upward~of 'be 11al,al •••tla~lo aappl) or co tlt•t••r 

all kinde or aeaeuree auet be aaployed it prioee are to 

be kept under oontrol. Wi thout hea?r taxation t he other 

meaaurae ha?l little obanoe to euooeed, 

R1eing prio•• would ta.lr.e av.oh aore\ awar troa our 

people now and in the t\lture t han higher tun now ¥111 

take, Under the tax bill i n 1tl praeent t ora, a aarrled 

couple with no dependente, ha?ing a na t lnooae or t 5,000 

a year Will ha?l itl Jadar al lnooaa tax 1noreaead b7 $198, 

or ~ paroeat or ite inooae. It two-thirde or the taa1lr'• 

1ncome ie epant on iteae arteoUd b7 a changing coet or _ 

l1Y1ng, an 1norea11 in the ooet or l1?ing ot~5t;oeroent 
would i a poee ae great an additional burden on t hie taa117 

/ . -

ea would the propoaad inooaa taz. j ! be ooet or 11?1ng index baa 

1nor eaead 5i percent 1n l ea• than a year , a1no• Septeaber 

1940 , It 11 olear troa thie e1apl e 1lluetrat1on that 

r1 e1ng pri oea tax t he taailr inooaa Jaet •• aurel r Ja• 

Jo 1oooae taxaa. Altho\llh ae prioaa r l ea , the 1noo••• 

or eoae taailiea will inorea .. , unr lnooaea v111 not .' -~ ·' "''­

llftd aoat 1nooaaa will not inorea•• aa raet or aa &\loh 

• • prioaa. 
It i n an aneapt to prot11t the 1nooaa• or ov people 

ve hold down taxu an4 aa a r11ult the ooat or l1?1q 

·- - ---------

• 
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r 1aee , we ehall haTe taxed t hea Juet ae eurel7 ae 1t we 

had l eT1ed on thea d1reotl7, -- and we ahall at111 haTe 

the coati ot detenae t o pa7 l ater troa taxea. 

An all-out tax program w111 toater publ1c aorale 1n 

an all-out def~; nae progru. By redue~1ng the neceu1t7 tor 

borrow1ng 1t w111 atrengthen cont1dence 1n t he 1apregnable 

t 1acal poa1t1on or the OoTernaent. By contr1but1ng t o 

t he control or pr1oea 1t w1ll he l p pre•ent the demcral1-

t a t1on wh1oh would reaul t rroa 1ntlat1on. 87 d1etr1but1ng 

t he detenae burden equ1tabl7 1t w111 help a• o1d the 

b1tterneaa and d1aaat1araot1on that a r1111 when the aanr 

muat carrr aa extra burden• t he tax•• wh1ch the rew eae~ape. 

It w1ll •u• all the people equal partner• 1n the deren•• 

or our countrr . 
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Statement or 
Cou.ittee 

c~ I . I H / . 
Seoret&r7 Xorgenthau before the Senate 
on FiD&Doe, Fr1dar, Augue t s, 1941• 

Mr. Ohairaan and meabere or the Senate Finance 

Committee! Xy purpoae in being here today ia to diecuse 

taxation as an eesential part or national detenae. Our 

grea t problem 1n providing tor the defense or the nation 

is tundamentallJ the problem or production -- or actuallJ 

building plane a and tanka, ah1pa and gune vi th labor, 

manageme~in!rJ ~d rav aateriale. To eolve tha~ 

problem, ='!:~~~ .. :;.'"~o;~ 
~Rf.t'~~~~~ ';;~i:tthUel!e , our r1eoa1 

policy must be adapted to the needs or the timea. 

On April 2~ I discusaed vith the Waye and Means 

Committee or the Houae, the need or producing t 3.500,ooo,ooo 
annuallJ in additional revenue. The Treaaur7 Department 

presented a euggeeted program tor raiting that amount or 

aoneJ. The V&JI and Keane Coaa1ttee _ v~rked hard on the 
-u..:..~ 

t ax bill. Aa it 1s bet ore 70u, ..-... vill produce approxi-

mately t 3,200,000,000 annuallJ 1n addi t1onal revenue. lD 

my opi ni on, 1t 1• ver1 important that the revenue Jitld 

be ra1aed to at least the original t 3•5 billion level. 

It ie &leo important that the b1ll be paaaed &I proaptl7 

aa poee1ble. Income taxpa7ere and exca11 prot1ta tax­

payer1 ehould tnov aa quiokl7 aa poeaible vhat their taxea 

• 
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on 19~1 inooae and profite are going to be ainoe oYer 

anen aontha or tbe 7ear haYe already elapeed. The ex­

cise taxes and the estate tax cannot be i apoeed re t roaotiYely 

and nery day' • delay in t he paaeage or this tax bill costa 

the Treaaury teYeral aillion dollara in reYenue from those 

source a. 

The rapid deYelopaente or the laet rev months baYe 

made this bill inadequate eYen before it ie paesed. Since 

my etateaent before the Va7e and Ileana Committee , m&n:r 

t hings haYe happened . Two and one halt months ago .. the 

President proole.1med t he exiatence or an unl1a1ted 

nati onal emergenc,. . Be oalled upon •all loyal citizene 

to place the nat~onl e needa !!rat in mind and in action 

to the ' end that ve may aob111~e and haYe ready for !natant 

defane1Te use, all or the ph7a1cal paver, all or the moral 

etrength, and all or the natural reaouroaa or thia nation.• 

81nce I appeared before t he Vaye and Ileana eo .. itt ee, 

the aaount or appropriation&, authorizations and r ecoa­

mendat1one oYer and aboTe the Budget hal 1noreaeed by 

about tl~,ooo ,ooo ,ooo , t hua ooapletely changing the tie­

cal picture and greatly 1noreae1ng the need tor reYenue . 

S1noe I appeared befor e the Ways and Means Commi t tee , 

pricee and the ooat or 11Ting haYe increased at an ac­

celer ated rate, thereby aooentuating the need ror a etr on,g 
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ruo&l prograa. 

In the light or thea• deTelopaenta in the direction 

ot' •all out• defense, I ehould like to point out what, 

in my opinion, will be neoeeeary in •all out• taxation 

to support euoh a prograa, 

Firat or all, we ehall need aore reT h enue J\ muc more 

re•enue. !he detenae program ie an abeolute neceaaitr. 

It auet be paid tor, Ineorar ae poeeible, i t ehould be 

tinlllr paid tor now. Borrowing ehould be kept to a 

minimua to aaintain our p•aaed tiec&l etrength, !he 

rile in the Federal debt l!erelr \mean-;'\ that the taxparer1 a 

( burden is being poetponed--that both principal and inter­

eat muat be paid later out or higher taxes collected at 

a time when ther aar be harder to pay and lese willinglr 

paid than now. 

Along With increased taxation ehould go tbe aaxiaua 

reduction in the ord1narr non-defense upendi turaa or 

0oTernaent, !he burden or paring for defense ie 80 heeTr 

that i t ehould be rel1eTe4 at ••err poeeible point, 

Inoreaeed taxation i• needed al eo to aaintain eoo­

noaio stability, Rising purchaeing power ie exerting 

1noreaeing preeeure on the prioee or aany kinds of goode, 

While at the 1 aae tiae production or theee goods is being 

inoreaeingly curtailed br the neoeeeity or d1Tert1ng our 
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our reeouroee 'o datenae u•••• fhie ooapl1oat1on ot 1~­

creaeed deaand and reatr1oted output 'hreatene to cauee 

1nfiJ!1?fl:::.rr 08 rhn,~ ~ ~tk~· 
of 'l'hi large needed )rnenue aho~e~tl~ ~ 

~ 

sources where there ia ability to pay -- t hat'• what an ~ • 
•all out • tax prograa aeane. 'l'he people ot thie country 

baTt ntTer been aore ready t o aake aaor1t ioea t or the 

coaaon good. Our 'ax prograa hae not kept pace with 

the detenae prograa -- we are •'111 t hinking too auoh 

ot helpi ng thi• group or that to eaoape ita ehare or 

t he burden. We baTt now oome to the point where 1t ie 

a aatter no' aerely or t undaaental equity, but or the 

utmost neoeeeit7 that all exeaptiona troa taxation be 

reduced to 'he abeolute ainiaua. 

An 1&11 outl' tax prograa tor detente ebould reach 

ability t o pay at annal pointe not nov tully tapped. 

1. In ay opinion euoh a tax prograa a1gbt well i.n­

TOl Te a eubetant1&1 lowering or pereonal exeaptione and 

a consequent broadeni ng or the baee or the inooae tax, 

1t at t he aame tiae we take iaaediate etepe to reaedy 

defeote in the application of the principle or abili'Y 

to pay in other parte or the tax ttruoture. Under the 

bill before 7ou 'he baa• hat been broadened to add about 

t wo aill1on new taxp87ere, but aTtn eo there will reaa1D 
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a relatively large proportion ot the populati on in the 

lower income groupe whioh will ne t be directly affected 

by t he i ncome tax. A fur~her lowering or the exemption• 

woul d produce aome additional revenue and in addition it 

would give millions of Americana an opportunity -- a wel­

come opport uni ty , I believe -- to make a di r ect contr ibution 

through taxes to the defense of their country. It would 

enable t hem t o r eel that they were participating personally 

and directly in t he def ense program. 

But I believe this Commi ttee will agree with me that 

we ought no t t o accept such eaorifices , even though will­

ing sacrifices, from millions mere of perecna witn low 

\ncomee on whom the burden or other types or taxes falls 

mos t heavily , unless t hrough proper tax reforms we reach 

in other places ability to pay which is escapi ng ita fair 

share of taxea. Among these e re the following: 

2 . !he excess profits tax axe•ptl prof i ts or even 

t he moat pr oeperous corpor at i on, except to the extent 

that such profits are i n excess or ita average prof1te 

tor t he yeare 1936-1939• Surely Congress will not wish 

to i mpose additional taxes on millions more of our low 

income group, unless we also impoae the excess profits 

tax on the exempt excess profitl ot such corpora tions. 

3. Families pay lower Federal i ncome taxes when 

both husbane and wife receive i ncome t ban when it is 

• 
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re()eived b7 onlJ one or them. 'l'b.1e is a d1acrimination 

of which man1 wealthJ people baTe taken adTantage by 

large gitte or income producing proptrt)' be tween husband 
.£}~) 

and w11'e • "-.ln at least eight Statee ot the Union, Federal 

income taxes are made subetantiallJ lower than in the 

r emaining States because t he local law permits the split­

t i ng ot income between husband• and Wives. Here are 

discriminations against the reat ot the taxpayers wb.1oh, 

I be line your Co1111i ttee Will a.gree, must be elimi nated 

i t we a re to extend the income tax downward to include 

millions or new persons with low incomes . The discrimi­

na tions oan be eliminated by requiring husbands and wiTee 

t o file a single Joint return with appropriate relief 

granted onl)' where both husbanu and wife work outside 

the home . 

~ . For 7eare, the concerns engaged in extracting 

certain ot our natural resouroea, notabl)' oil, haTe been 

granted tar greater allowance• tor depletion than can be 

justified on an1 reasonable baaie or tax equity . I t the 

income tax ie to be extended to lower incomes , thia 

priTilege of tax escape should tirat be remoTed. 

5. A tew months ago, the Congreee eliminated the 

tax exemption priTilege from new iaauee ot Federal ae­

curitiee . The purohaeere or new State and local aecurit1ee 

:\56 
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etill enJe7 th1e exemption. The exeaption vaa inequi­

table and expene1TI in more noraal tiaea. It cannot be 

borne longer in a time like th1e, and eepeoially 1! ve are 

to inoreo.ae the direct tax burdens or ptreone v1th small 

tnoomes. 

6. I n ita auggeet1ona to the War• and Meana Coaua1ttte, 

the Tr eeaury reooamended aubatanti&l increaaee 1n eatate 

and gift taxea, and lover axe~tione . In part, this recoa­

mendation vat followed, but, in ay opinion, the eetate 

and g1tt taxee ehou1d reach more eatatee and proYide 11ore 

reTonue it ve are going to tax emaller 1ncomee. 

Those are some ot the things that I aeana when I eay 

that an 1all out• t ax program tor de!enae muat go tar 

tax eratea aillione of new taxpayer• with eaall incoaea 

without t1aplitring the way~ in whioh t heir tax 11 coa-

puted. 
Takt , tor example, a pereon with a 1900 ealary. 

Under the preaent law, be tiret !tgurea out what deduc­

tion& he hat - - taxes paid, tntereet paid, oontributtone 

Then be oomputee h11 earned income credit. 
b11 1n-

and 10 on. 
Then be eubtraote h1& pereon&l exemption• from 
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come afte r deductions. On the balance, under ra tes or 

t he bill before you, he oomputea a surtax at 5 percent. 

Then he goes back to the income and deducts hiG earned 

income credit , On t he balance , he computes a normal 

t•x at ~ percent . He then adde the nor~al tax and the 

surtax and takes 10 percent or the t otal for defense tax, 

ije adde the defense tax to the normal tax and surtax 

and finally arrives a t hls income tax, 

When he started to fill out hls return, he may have 

been full or patriotic enthusiasm to pay h1a share towa.rd 

the defense program, but by the time he has finished hie 

last computation he may well be in a towering rage or a 

state or mental col l apse . It is difficult enough for 

persona with aubstantial incomes who are used to deal­

ing with financial papers and to making computations or 

t his kind to fill out their tax returns and compute t heir 

taxes. The person with a small and ei~ple income should 

no t be put to thla necessity or making elaborate com-

putatlons. 

Furthermore, the checking or theae tax computations 

by the adminietrati ve authorities takes time, Frequent 

errore are round which must be rectified requiri ng cor­

respondence and further annoyance of the taxpayer ae well 

aa expense to the Government , 
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ror taxp&Jirl With relatiTilJ larce 1ncoaea, ret1ne­

aenta in detera1n1ng i nooae and ooaputing tax•• are 

troubleaoaa but are neoeaaar7 in the intereat or aqu1tJ. 

For aaall taxpaJera, hoveTer, eapeo1allJ thoae nov taxi& 

tor the tirat ti .. , theae ratineaante are ouaberaoae 

and oontuaing without eerT1ng any 1aportant purpoee. 

! he 1nooae taxea ot a1111ona ot people can be determined 

v1th acceptable accurac7 by 1111 i n•olTad aathoda. r or 

euoh t axpayer• a at.pl e t able could be proT1ded wi th the 

aid ot which the aaall taxpa)'er oould ooapute hie tax 

bill 1n a Tery tew aoaenta. Be would be epared t1ae 1 

trouble and annoJance and the OoTernaant would be aparad 

axpen••• 

'ro 11l4ioata aora clearly what I han 1n a1nd1 I 

han ha4 prepared a a&.SP.le tt-bl e ahov1ng bo'IJ thia light 
~~~~ · ~e>Cl>. 

be vorltld out 1n praot~•J\ 'rhia U odb a prel1a1narJ 

tabla , and taproTeaenta and ohangea v1ll no doubt be 

dea1rabla, but 1t will 1lluetrata bow the propoaal o&D 

be applied. 
'fhe tax•• iapoaed bJ the bill batort you are Tery 

heaT)'l the taxa• ot an all-out proaraa vould be e••n 

heaTier. I aa con•1nced that the people are not oppoeed 

359 

to hluy taxn, that 1n taot thiJ tanr hla•J taxll be­

cauaa t he)' ltnov that the alhrn&UTII are auch aore oneroua . 

• 
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At a tiae when expanding inooaee are operating to roroe 

pr1oee upw~ef •a• l'·ttel ••allr~l• •~tJlr 1t •••• 11,1aw, 

~de or aeaaurea auat be eaployed it prioee are to 

be kept under control. Without heayy taxation the other 

meaeuree haYt little chance to eucceed. 

Ril ing prioea would take auch acre away !rom our 

people nov and in the future than higher taxea now Will 

take. Under the tax bill i n ite preaent !ora, a married 

couple with no dependenta, haYing a net income or t 5,000 

a year Will haYt itt Federal incoae tax increased by $198, 

or~ percent or ita inooae. It tvo-th1rdt or the tam1ly'e 

income 11 spent on i tems atteoted by a changing ooet or 

11Ying, an inoreaae in the coat or liYing or 5i percent 

would iapoae ae great an additional burden on this taaily 

aa would the propoaad 1nco111e tax. !he coet or H Ying index baa 

increaatd 5t peroe.nt in 1e11 than a year, eince Septnber 

19~ . It it clear rroa thi• eiapl t illuttration that 

rising pri oee tax the familY inoo.. Juat aa aurely •• 

do income tax••• Although aa prieta 

or aome taailie t will increase, aany 

rite, the i ncoaea 

1noomea will not ~ 

and mott inooaee will not inoreate aa taat or aa auoh 

aa prio••· 

It in an a t teapt t o protect t he inooaee or our people 

we hold down taxu and ae a reault the coat or HYing 

• 
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r1eea, we ahall b&Ye taxed t hea Ju•t al 1urely aa 1t we 

had levied on thea directlJ, -- and we shall atill ha•• 

the coeta or defense to pay later trom tax•• · 

An all-out tax program will toater publ ic morale 1n 

an all-out d1fenee prograa, By reducing the neceeeitJ tor 

borroving it w111 a trengthen confidence in the impregnable 

tiacal poa1t1on or the GoYernaent, By contributing to 

t he control ot pr1cee 1t will help prevent the demoral1-

zat1on vnioh would reeult troa inflation. ~! di,tribut1ng 
~..th-~. 

the detenae burden equitably 1t Will help~vo1d the 
A 

bittern••• and dieaatistaotion that ar1ea1 when the many 

must carry as extra burdens the taxe1 which the tew ••cape!] 

It vill make all the people equal partner• 1n the defense 

ot our country. 

36f 
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PROPOSED SCHEDULE OF FEDERA L INC OME TAXES 
For Indtvtduale with Gro11 Incocnee or Leee Than $3,000.!1 

Know Your Taxes -

It your rrou Your tax Ia: If )'OUr rro .. 
Your tax tl : If your rrou Your tax tl : 

tncoN t 1: tnc:o. II: lncoM h: 

he» "' lo .. steel• IC&rrle4 r.o. "' lt .. SIDC).e llarrh4 7ro• To lt .. S!"'le llaM"Ie4 
\l:.all ptrtoD• pertoD• \baD perooll• ptrl oD• I ban plt'IOD• penon• 

to mo - - 11,500 11,525 162 11 12,250 t2,275 1126 t 59 
750 775 11 - 1,525 1,550 ~ 2 2,275 2,}00 124 61 
775 aoo 2 - 1,550 1,575 66 3 

1,575 1,600 6a ~ 2,300 2, }25 1}0 6} 
soo 425 } - 2,}25 2, }50 1}2 65 
425 150 5 - 1,6oo 1,625 70 6 2,}50 2,}75 1}~ 68 
450 175 7 - 1,625 1,650 n 7 2,}75 2, 11oo 1}6 70 
475 900 9 - 1,650 1,675 75 a 

1,675 1, 700 77 19 2,11oo 2,~5 1}9 72 
900 925 11 - 2,~5 2,~ 1~1 7~ 
925 950 1} - 1, 700 1, 725 79 12 2,~ 2,~75 1~} 76 
950 975 15 - 1,725 1, 750 41 1~ 2,~75 2, 500 1~5 71 
975 1,000 17 - 1,750 1,775 S} 16 

1,775 1,100 15 19 2, 500 2, 525 1~7 ao 
1,000 1,025 19 - 2, 525 2, 550 11l9 112 
1,025 1,050 22 - 1,100 1,825 .. 21 2, 550 2,575 151 115 
1,050 1,075 2~ - 1,125 1,150 90 2} 2, 575 2,6oo 153 17 
1,075 1,100 26 - 1,150 1,175 92 25 

1,175 1,900 ~ 27 2,6oo 2,625 156 49 
1,100 1,125 28 - 2,625 2,650 151 91 
1,125 1, 150 30 - 96 2,650 2,675 16o 93 
1,150 1,175 32 - 1,900 1,925 29 2,675 2, 700 162 95 
1,175 1,200 3~ - 1,925 1,950 91 31 

1,950 1,975 100 33 2,700 2,125 1~ 97 1,200 1,225 }6 - 1,975 2,000 101! )6 2,725 2, 750 166 99 1,225 1,250 39 - 2, 750 2, 775 169 102 
1,250 1,275 ~1 - 2,000 2,01!5 105 }I 

2,775 2,100 172 1~ 1,275 1,}00 ~) - 2,025 2,050 107 llo 
2,050 2,075 109 112 2,100 2,1125 17,. 1o6 1,}00 1,}25 115 - 2,075 2,100 111 ~ 2,1125 2,150 177 101 

1,)25 1,}50 ~7 - 2,450 2, IS75 liSO 110 
1,)50 1,}75 ll9 2,100 2, 125 113 116 - 2,175 2,900 113 112 
1,)75 1,11oo 51 - 2,125 2,150 115 ... 
1,4oo 1,~5 

2,150 2,175 117 50 2,900 2,925 116 11~ 53 - 2,175 2,200 119 53 
1,1125 1,~ 56 - 2,925 2,950 1119 116 
1,~ 1, ~75 sa - 2,200 2,225 122 55 2,950 2,975 192 119 
1,~75 1,500 6o - 2,225 2,250 12,. 57 2,975 },000 195 121 

• lor -h 4eplllllea\ , 11@\ rac\ t11Q0 rroa JOV '"'" IIIC- aD4 ,.... \lie \alaace t o 4ot oral u 7011r '-"· 

!J At tht optloa ot t ho ._.,, b.l.o tacoM tu U al>Uit7 oh&ll be el\ber \lie ..,...,, ID4lute4 Ia \hh 

hbh or tho u oUD\ ~o,..u\e4 uaolor \he Iahn>al .. ,...,. Co4e •• -11414 'o7 B. I . 51117. Regraded Unclassified



Aqut 7, 19U 

111 a.ar Jr. Allbu..aOJ': 

It aiPt 'be a fJ'loJIII.lT Aaclo·DII'1MA potve 1A 
both cllPMll_. 1l Br1Uah U'llf ul ll&'f7\ai4a wre to 
pla.r the tw 11ft IOJICI wldah Inl.Da llorlla bu ooatrlll­
utol to ov pqr.oDt !or uo 1ll {he ufo1111 P"Cl•· 

AooorilaclT I u aolllllllc ,.,. tw.t7-fbe ..... ar­
J'&D&IMAt• o! oaoh of t.boM •oac• 1ll the hor that, .. 
~ flJIIl a ~ to plue tha 1a tho hull o tile 'beet 
Brltlah 'benl-oton. u 7011 _, rmmhr, 0111 of theM 
aOJI&I 11 \ol.Da uo4 1ll tho Dofoaoo Sad1111 pNgiUJ the 
other .. wlttoa fOJ' tho O.UU.. Dldlloa o! tile War 
Dopal't.at, ul 1o latcW to 'bull& IIOJ'Ilo 1ll the lll­
duatrlal anao. 

u 'botb theM OOJICI are tho proportJ of tile COftl'll­
lllllt1 Brltlah llu4a are por!ootq tree to pliJ thill at 
UV' t.W. without ohaJ'Eo. 'l'be 10111 tholllllno are 10 
~ that I tldllk BriUoh baz' aetero ul the Brltlah 
pu'bllo will 'be ,w to haYo u.... 

I ollall 'be 'ftP7 poatotul to , .. 1t 7011 Mil dlotrlll­
ute the 1001'11 for •· 

'!'be Buon'lllo 
Jolm G. WlDallt, 
Dll'loaa !*o..aor, 
Loa&oa, lacl.aM· 

Fl/hkb 
8/7/41 

,. / , 
p ~ "1..- / ... r .. .:.,.. "'", ,./,. 
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Dear Kr. Gerwin: 

I WOJIUr 1f 7011 woul4 han tiM to wr lte 
the lpl01 of a 10111 whloh ... oo1114 1111 to help 
with ov DlfeliM S&Tb&a PJ'OCI'IL I han Jut 
witteD. to llr • .Jero. len aikbc hla whet1iu he 
wo1114 4o the .UlO for neh a IOJIC aM he ., rt 
1n touh with 7011 h Bolqwoo4 eo {hat 7" oo111 
41101111 lt tQCather. 

u 7011 boll, Iniac ltrl1a wrote 1110h a 
10111 for 111, u4 1t hu 110t OD.l7 'bleD. a creat e110-
o11e u a 10111 lnlt hu biiD. of hftl•ble help to 
the Tna11117. 

I O&D. tb.1D.It of aotblq whloh oo1114 'be of 
CJ'e&tar a111lt&D.Oe to Ul at thh tiM thaD. to han 
a 10111 f.- 7011 &D.4 Kr. len. All of ua heN will 
'be 4aepq cnteful. to 7011 1f 70U OU '11114artake the 
lpl01. 1flll 70U let - k:D.Cilr IOOil? 

SlD.oereq JOUI'I, 

Kr. In Oenhrin, 
1J&PUr Brother a St:a41oa, 
BollJwoo4, Cal1fonla. 

FI/hkb 
8/7/41 

..., ' I 
l.IU _. 

• 

Regraded Unclassified



.l11p1t 7, lNl 

Dear Jr. lens 

I waa4tr it 7011 woula han tiM to 
OOIIPOII a •nc whloh we ooul4 uu to help with 
our Dtftau S&Yillp progna. 

!a JOU 0., Inl.Dc ltrlla wrote I'DOh 
a IOJlC for ua &Dl it hat not 0117 \tea a creat 
11100111 aa a 1011g llut baa lleea of hwalua'blt help 
to the !'rtaaurr. 

I hl'fe jll8t written te JU. Ira Otnhlra 
in Bol1Jwoo4 to aak whethar he ooul4 UD4ertake the 
l.Jrioa an4 JOU aight whh to o c ml oat• with h1a 
10 that 7ou could iiaoua1 the projeot toctthtr. 11 
I wrote to Jr. Gtra~la, I oaa thlak of aothla, 
which ooul4 be of creater a11latanoe to u at thla 
tiM tha11 a Ier11-Gtnhw1Jl ••Ill· All ef ua here 
Wlll be 41tpl.J grttlflll to JOU if JIU OU WIPt&kl 
it . Will JOU let • bow aooa? 

11'. ltr- tern 
il7 Whittier nrl.,., 
ltnrl.r BUll, 
Callferala. 

FKihlcb 
8/7/41 

SillOIPilJ JOVI, 

,~, ..• ,. ......... 

" . -vU..> 
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CONFIDENTIAL 

PCISW UVIIOS S!.U1P$ 

Z.tl.aahd Total Talue aDA lullber 01 'lklh 8 111 
b7 Deno.-ili&UOG.a , Dur1Dc Mar, JUDe, 11114 Jlllr, \gill 

(.Ul f1cur•• 1D thoua&Ddl) 

lfuaber of 1JD1ta b7 DenomlDIUone 
DenOJ01Dei10n 

Mar 
I 

Jlllll 

$ .10 2,536 1 ,594 

·25 5.364 5. 728 

.so 1, 213 1!75 

1.00 698 468 

s.oo _lli. ___§! 

Total ~ ~ 

~otal Ta1u. $},475 

O!Uee Of tha S.cret117 of tho TrealurTo 
Dhulon of IIH-.rch and StaUa Ueo. 

J~ 

1,625 

7.341 

1,038 

533 

____!!! 

10,584 

$J,288 

Source: D1T1olon of Pootal S&Tin&ll, Poet ot!lco l)eportment. 

!ot a1 

5.754 

18,43} 

3, 126 

1,699 

~ 

~ 

~ote: naureo bavo been rOW>ded to no&root thowoNid and v!.ll not noeoa­
a&r117 add to totalo. 'lor the '""'" rooaon , tha '""' of unUa 
tlmeo danoa1D&t1ono does not necesoar117 acr•• esact1y vith 
totl\l ft1ue . 

3C7 
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' 

0/7/41 370 

( 1:<•c this correspondence to Ur. J.lorgenthnu 
. rq . He read Chief Wilson's Demo and 
.ho n.• letter from LaGuardia. He said 
\~t\ ir.asouch as Wilson had handl ed the 

ver·bally it would not be necessary 
:G r1rite a letter to l!ayor LaGuardia. 

).(rs . McHugh 

' 

.. 1 

·--------

• 
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TR EASURY DEPARTMENT 

WASHINGTON, D. C. 

A1111111t 5 , 1941 

L O!:IOr&ndum tor Administrative Aasiotant to the Seoret&ry 

Froth Chler, U. J . Secret 3ervtoe 

Referring to the &tt&ohed oopy or letter rroa the 
u. 3 . Direotor of CiviUan Derenu t.ddrened to tho 
Soorot&ry or tho 'i'raasury und.or dt.to or Aur,uot 4, 1941 : 

\lo have been ner;otiati"lS with tho Ortioe or Civl.U&n 
Deronoe in this matter a.nd have arri.J'\&•d to aend tw cfut 

to the Ci viUo.n Fire Defense sohool at ~dglolood Ar .. nal, 
Warylt.nd, to take this course or training. 

Wo have ohosen these two men r~m tho Unifornled 
fo'oroe o£' the 3eorot Service , tho Asohta.nt .iuperintendont 
of that Foroe and one of the Capta1na . 

We have orally lldvisod tho Di r ector of CiviUan 
Ooronae that tboso two trainees will be aont to attend 
the aohool . 

',le are sending this to yo\l tonight for tho Secre­
tary's information. 

\• l: I ,, .. ,1(..,.1-.l\S 
I •·~•Jvt" • ..,ti'UitfrT• 
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to -woe crollac\ or :rour ileolp"'• the toUow!.~~e •tet>• 
11\}8\ bo -..-, I 

I 

I. !llo 101101o .. d appliloo blanlto auet bo oxoouW 
b7 :poW' clea1"""'• ~wei b7 :puu, <1114 torwardo4 
to tho c-·nd•nc , Tbl.rcl Corp• ....... W..hl~ 
D. c., wbo hoa autbor1 r to zj.vo t1nal appro.al 
or the applloationa. 

n. ftoo u-.te<l &ppl l O&tiOl'\1 -t bo acO«li*Uo4 bJ' a 
lottor 1'l'<a :rou .tdcll ~.DNucl .. (a ) a ota- that 
the appllo.IUit o are lo~ o1t1a- ot the QUW 
8tatoa t.Dcl are r-...S.\1 b7 :rou, (b) a ata-. 
Of the -r 1zl wb1oll tho -.poftOOO ot tho iDdhid\&la 
will bo paid. 

111. !bia ott1oe .,., bo ad'rhocl ,..tilar or DOt )'011 4ooit .. 
to 111>4 _,. ODO to the AI>C\IIt ll•Au!;UO' 2} o .. olca 
1zl order \hat - or tba plloooa aftllablo tor tho 
<&uota ot 50 atudont.o oball r-u. UDt11lo4. 

P,raol\11 aoooptod tor thio oourao aboulcl report at tba ~o4 
Aro-1, llarylaM, DOt .arlior thaD Allr;utt 9, <1114 DOt later thoD 
Aupt 10. 

, • •• lAOua.rclla. '\ 
V. 8. Di rootor Cilll ll• Det-

Enoloouroa 

11PB/apn l 

' I 

\ 

\ • 

t~ 
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~ORANDUJ.! FOR THE SECRETARY Is FILES: 

A meeting relative to the administration of Executive Ord 
S3B9 was held in Yr. Foley's office at 4 o' clock on August 7 ~g41 
attended from time to time by the following: ' • 

.Messrs . Foley {Chairman), Pehle, Cochran, E. M. Bernstein, 
DuBols , Gass and Timmons for the Treasury; Messrs Acheson 
Luthringer, Miller and Fisher for the State Department; Yr: Shea 
for the Justice Department; Messrs . Goldenweiser and Knapp for 
the Board of Governors of the Federal Reserve System. 

Yr. Pehle distributed to the Committee copies of a memorandum 
prepared on trade with Japan and llanchuria. This memorandum 
sucmarizes the action that is presently being taken by the Foreign 
Funds Control with respect to a~plicationa involving t he export to 
Japan {a) of merchandise which lS subject to export controls; {b) 
of certain other merchandise whether or not subject to export 
controls , such as wood pulp, metals and manufactures, machinery 
and vehicles, rubber and rubber l'roduots, and chemicals and related 
products {except pharmaceuticals); {o) petroleum products and 
tetraethyl lead; (d) cotton; {e) and all other merchandise. Three 
additional memoranda are in the process of preparation by the 
Treasury Department, discussing respectively the use of cash funds 
held in the United States or in South America for purchases of 
petroleum products and cotton in the United Stat es by Japan; the 
problem of cotton exports to Japan; and the policies that should 
be followed with respect to the exportation of merchandise not 
subject to export contr ols . 

Yr. Pehle also reported that the first application to release 
raw silk !rom custome custody had been approved after clearance 
nth the Qtfioe of Production l{.anagement. The firm involved waa 
Cheney Brothers, New York, who had received a general preference 
order from OPM. A procedure ia being worked out wbere~y all suo~ 
applications will be cleared with a aesignated person ~ the OfflC8 
of Production Management. 

Mr. Pehle referred to two related applications ~hich have 
been filed with respect to the German Standstill olalmS . One such 
application proposed to utilize approximately $1,500,000 held in 
blocked accounts of German banks in the United States for p~ent 
of interest on the German standstill claims . The other proposed 
transaction would have involved the acceptance by such. banks of 
registered marks as a capital reduction of the Standst1ll claims . 
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While considering these two application& the Treaaurr Department 
was informed that if the first was not approved, consideration need 
not be given to the seoond. The first application was denied as 
it involved the use of approximately one quarter of the blocked 
GermAn assets in the United States to accord preferential treatment 
to a group of favored creditors. Yr. Harvey D. Gibeon of the 
).{anufacturera Trust Comp&D1 has recently addressed two telegrams 
to the Treasury Department requesting reconsideration of the 
denial of the application. The denial of euch application was 
unanimousl1 approved by the Committee. 

Kr. Acheson ref erred to a group of applications involving 
the financing of shipment of merchandise from South America to 
Japan by debit to blocked Jafanese accounts in the United States. 
It was agreed that such appl~cationa should be denied. 

Mr. Acheson also reported that the State Department had been 
advised by the Japanese Government that in view of existing 
conditione the Japanese merchant marine was to be withdrawn from 
American trade. It would thus appear that until boats are 
available to carry merchandise to Japan, the use of free fund.e 
for the purchase of petroleum products and cotton for export to 
Japan will not be a real problem. 

It was agreed that a telegram should be despatched to the 
Governor of Honolulu outlining present policy with respect to 
exports to Japan from the United Statee and suggesting that exports 
to Japan from Hawaii be handled in a eiJiilar manner. 

JJr . Goldemreiser offered to the Treaaurr the use of. Roam 1202 
in the Federal Reserve Building for the forthcoming meetmg with 
representatives of the various Federal Reeerve B&nke.on the use of 
Form TFR-300. The Committee expressed ita appreciat~on. 

Yr. Acheson announced t hat all inquiries received by the 
State Department relative to transactions involving persona on the 
"Proclaimed List of Certain Blocked Nationals" should be referred 
to the Treasury Department for rePlr• It was -agreed, however, 
that inquiries as to why certain firma are on the Proclaimed ~at, 
or letters suggesting that firma be added to the Proclaimed List, 
should continue to be referred to JJr , Ra1m0nd Geist. 
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August 7, 1941 . 

t~ORANDUM 

TO : Secretary Morgenthau 

FRO!/. : Mr • Schwarz @__ 

I have culled out some of the forecasts on 

aircraft production i n the United States and, 

in response to your memorandum or August 7, am 

attaching them herewith. 

I call your especial attention to the story 

!rom the New York Times o! September 11 , 1940, 

and the one from the New York Sun of September 10, 

1940 , which contain a prediction tor Jul y, 1941, 

made by ur. Knudsen after he had toured atrcra!t 

plants late l ast summer w1 th General Arnold . 

-=---------- - . - -

: 0 
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THE WALL STREEI' JOURNAL 

auG . 6 1941 

OfM Wants Plane Output Spee~; 
Sets Goal of 2,700 for December 

WASHJNOTON -Aircraft m.aautacturcn 
will baVt to tncnue tbtlr output tharply durb\&" 
the rtmainiDJ monthl Of thia yta.r tn order to 
meet the proctucUon .ebe<lule &tt up by l.bt 
o mce or Production wanaceme:nt.. 

PrtliiDlnary 6JUHt for J uly tDclkate Uw.t 
output 1*'' moolb wu ap·proxiJD&tely equal to 
thlt tOr Junt wlMn 1,4 76 W'Lit., more tb.u LD 
•DJ prtvMIU.a month Oft ~ wue deU,·f..niCL 
1n .July Jut year 4MJiverie. t.Gt.aled ~71. 

to be rerlteted In monthly output tlfW"t-•· A 
turt.htr aharp upturn In output lhouL4 develop 
u aUII newer planll, principally the lart:t a.s· 
aembly pl&ntl to 1M auppl~ wllb parta and 
tUb-UM:mbUa )y !,.1M automobl.k lDd'IUit.ry, 
eome Into t.&M tarlJ ln lt42. 

41nee April, whm ddlvutu tncrea.Md bJ 
mor. u.an 200 u;nJT,a to uou lAe 1,400 mark 
for Ult Ortt tlt:M, prod~n b.u hut faJrl)' 
ate~. StuUa.r wt~ Aupt. c1e1i"eria muat 
expand at Lbt rat. ot approx.t.ma.tc.1.Y ~ unlta 
per mont.h to order to meet the lateat OYP 
a.cbtdule which t1 unde-rstOOd to Cf.ll tor an 
output or about 2,000 untta In Septe.mber &tid 
or belltr than 2.100 In Oo«mber. 
OO.t Cienten on Oombat ShiJNI 

Tht IO&I Ml by the OPM IJ even more dllft• 
cult of aceomplla:bment than the ba~e tiJ\Irta 
ind.lc:att u the exp.an.aloo will have to be at• 
talntd priDeii)SIIy oa combat ab!PI· l..Nt montb 
more than M~ ot the total producUoa la eaLI• 
*t~ to bave eoN11ted ot tra.intr type&. By 
Dect.mber combat ah.IJII' are acbeduled to be 
a.ccounUna tor cl01e to to'i(, ot t.h• total pro­
d'lltUol'l. 

loCM dtftn.N oG\dall .tate that tll• air· <rafllua.try tatN lta cn.tdal test In r.M nut 
te.w m . lba. Up to date t.b~ tn4ustty lt.U bftn 
dnoU a m.&jor part ol Ita actiVI.tka to tool• 
irll u t« to-ealled .. mas.. proctuc:tiOn. :O:e• 
ta.c:U1U ~tnlel~ CIUrlfll the put year. are 
now comlna Into produdlon and abould be:rtn 

n. aJrcn.U lnchllttJ' now ba.l a.mpte bust­
IXM 011 I~ boolu. AvaOUM ft.rutu tMie&tl 
lMt rouably U.OOO al.rpla.Mt an • ordu to.T 
dtlivtry to U.e A,.)', Savy, &114 the Brit&ab. 
Wbl.t lbl.t -.n~ to l.)e lnd'tllt.ry tu tt. apprt:· 
datN from Lbe tact that ll"' Lbt )'nr e~ 
JuJ)' 1 lhll )'tar Ill total ddivt-ric:a: 'A~ Ita 
than 12,000 untta. • 
Sthfdtde )la,r tl.ue To Be Re''ltiH 

Some CltftnM ofl\cla1• btUcve that the co&J 
aet for lht tndualr)' II tomewhat too ambltloua. 
Ol.hen. however. expru~ the bcUe.f tbat Ule 
atrcratt manvfathlnn will tueceed ln mc~U.nc 
the latMt .chcdule althourh they point out 
that thCIH 1.1 a.lw&)'• lhe polelbiUt)' that the 
•ehedult will have to M reviled a(f.in in ordt r 
to proVide for thancu In requireme.ota tither 
on tht part or the Army, the Navy or the 
BJ'It.lall. 

The mott recent revl1lon In the produeuon 
.cbt.dul• wu ntete~itatc4 by the htavy bomt~e.r 
pt"'rra.m which can. tor tl'lt output ot * tour· 
~nrln• bOmbt:n per montb. TILia l(llal. OA l.bt 

bu1a ot ptt .. nt ptan.a. lJ not «MdUlcd trm··­taii\.!Hnt unUJ ear11 lt4&. The output ot 
l&f'lt bombers prMI&biJ triO r1.M ~ IJ 
alowiJ d.Ur\ftf t.be 11oa1an« ot tbe yew bUt 
ant.r aU.&iftlllC a 8JVrc ot a tlout lOCI moe 1 ttl 
t.be tariJ part ot nut )'t:&l'. .thoulcl upand 
npldJy. 

• 
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I'.'ASP.INGTON TI:!ES-m:'U.tD - A.pril 30 , 1941 

Plane Output­
Of U. S. Put on 
Par With Reich 

'!.1 o <~.·ll,mlll lO • • ., 
coT. Jouett Warns 

co~ma~ WYgl\ 
Naz1 Lalln lnva soon 

111' SANOOJt S. XL!JN 

Col. John H. Jouett. tl>Oteaman 
for the a lrc.rafc. lndu.slt7. told t.ht 
Chamber or Commt"tCe of t.he u . s. 
todat Amtrkan plane produc:\loo 
now almoa.t equaLs Gf:nnany·•· 

Comblntd United SUtu-Brttlsh 
Prod~Uon. he uld. aubttanU&JJy 
u«t<U that ot tJ\e Germa..ru. H t 
addN lha'" Amuiean planes equal 
or au rpau the Pt:rf onua.n« of .,..,.. 
plant• made anywhere tbt. 

H• ttmPf'ttd hla opUmblJc ff'+ 
port on American plant produo­
lnr aooompllabments "''i\h a warn­
In• that. axil 1n0utnce tn SOuth 
Amtrlt& .,bodu IJJ for the ruture 
of tl\e Amer5eu :• That tnfl utnOt'. 
he li&ld, muat. be uprootfd and the 
only way to do that ts .. to applJ 
the olct 111oun that "fl.re mu.-t be 
bOUihl with fire.' 
O~rman and Italian commertlal 

PilOt. Jre famlllar1dna t-hemulvea 
"'lth terrain and tltr ht. eondiUon~ 
In South Amtl'iea, he aald. and 
thiJ I~ "Uiuable uperlecnc:e. ahould 
the ni.s powtra au.empL m111Ury 
lnvulon of Lhe Southern eonU· 
ntnt." 

OPM Produclion DlnC"t.or John 
0 . Bllltrl told \he delteati:tlhat 
pnknt Amtrica.n plao.e produe­
Uon ... ,., a•m wru tlr'ftiltbltd­
by the md ot-=t+tt. Btnn'a abo 
Mid Uut oorwc et ~ ttflftJ 
'ti'OUkl hne c.o bt i.DC'rf&ltd """"' 
fokl and that tJ'Ie defense p~ram 
t.a t olna to t.Dtufue with lloOf1lU.1 
b\:Sinta "'more than .,.e Lbou.cht 
would be nett.Ua~T.• 

Pr<Oduellon lnC"..rease. 

Dtttlo.lnr thn nearly 7.000 
fllhtJnt plane• have brtn bUill 
llnet luL July, Jouett deelartd 
that Lht UniJed Staktls ver)' near 
the BriLiah and Oerman monthly 
produellon ratea, whfeh he e.Ul· l 
cnattd aL abOut 1,500 a month 
rae: h. 

Jouett nld that he hu bten 
told bt "Oovrrnme.nt aQUn:ea" that 
rcqulrwment.a under eomlderadon 
tor Lht deftrue and alr·to-dtmoera· 
clu prorram wiU brlnr \h• c.oul 
or plane. on ordrr from Lhe pre~­
tDt ••·ooo to ao.ooo. 

Bllltrl I&Yt an oPUmi.IUc: r~ 
port or Protf'UIIO tar lD rn..rmlllS: 
Amtrka. but aid that the effort 
.,., DOl eoou.ah. Be prat:nt~ a 
Lablold P.U<lkUoD ot ,... n; ln­..,..,b: 

~tl Jouett. ~ret\t"l.t ol 
ih~u\k..a Ct\.t.m~ 
ComnMrn, "* liM MMioa \ha t 
Ouma.n .nc:t ll.aUao ariaUon a,e. 
U't'IUe. In Soulb Amtriea &l tbt 
prutrn momenL may PUt Lbt waJ 
for t. ruwre axlt IM'u.lon of \be 
'-" • • tern Htmllpht:re. He u.ld 
Offmal\)" and Italy control ntn~ 
OUI. of 41 lAUn Ame.rlean alrllnt-• 
oDeralln~e 1n Bruu. ArltnUna 
Chile. Ptru, Zcuador, Uruauay' 
and Bolivia . • 

" Oerman and Hallan ol1ou ne 
tamlllarlzlnw lhtmuh'tl wllh ttr­
ra.ln and llllfh& condl\lon~-ovalu.· 
able experleno. ahould the uls 
PG•tr• a\t.empt millt.ar)' tnvaaion 
o! South Amtrlea.'' he auerted. 

A.xll aJriJntl In SOUth Arntrica 
move over rout.et totallln1 mon 
tban 21,000 muu. or 22 Ptl' etnt 
or lhe tAX&l avtaUon rou\u nown 
ovtr Lhal continent,. Jouttt acldecl. 

JlaUan n11llt C:Ufll 

"'Jus:\ • month •10. a plane of 
Lhe lt.altan Lnnt--Atlt.ntk: tiM 
Lali took olt on Mvt:rt.l Oft,....ter 
nlabt.a. ret~.&rolo.t to U.a baM a \ 
Naw. aruu, tac.h ume." ht ton• 
tinued. '"'1'1lt crew datmtd thu 
&he puf1)0M tor LhfiH mahu "tore 
mtrt'l)' w. LtN. Lht tnatncra. w .. 
It a colncldtnee thu two hta\'111' 
laden ItaUan rr•laht.t.ra. knOWlnl 
the cou'- -.·u elf:.,, made a duh 
!rom B.ruJIIan pon•. htt.dtd for 
Europe?" 

An earlier IJ)tllctr, W. C. l.ful• 
ltlldOI't, I..Ot AUit'ltt Ulllll)' tXtc:U• 
tlve- a1\d v1ee prtllldtnt. of the 
chamber ot tomR'Ierte, ... ld Lhal 
Ute utent ol lid t.hlt country Ls 
promblna embt.Uitd democ:rades 
ll " petUOUII)' CION 10 btiDI fool• 
h•rdl'." H• ptd that Am•rlc:a I.J 
dolnt aueh naUon.t no kindna.s in 
ltadlftl them to rely on atd Wh-Ich 
'"wit caMOL rurabh." 

MUllendore ttrvt.d W'lth the 
Amt-rk&ft reUtf tx-PtdiUOa l.n Lo: 
don and. BerlJA • Uer Lh• WO# 
w.r. Mt one• "'"td a rear .. an 
UJII-'--ntto Hrr'Otrt Hoovu. wl'!m 
the toraur prdWitnt ... _ Sec:re­
~re.io ~H~I 

., ( 
o I ' } 
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CP.RISTIAN SCIEUCC l!.O:UTO:l - ~:arch 5 , 1941 

U~~;~~~rAf~cr~9Buction-­
up ;:,llarply Since DecP-rnher 

·~~~~~ - .,~ •• • Sltl co,uto!uft•t •1 rh CMlrllt~~ lttu« .woaut" 
WASHINCTOM. March 5 - delivery Ill tho aame rAie would 

1Ateat reporta on America•• alr- h1ve civtn them lpproxiMately 
craft lnduatry are tncreasln&ly t'n• 400 A.mtrkan Pllntt durin& Janu· 
couraJin& Two hundrN more air. 1ry. 
pla ne en1'lnes wne produced dur- Thlt latter ft,u tt rt<'ti\·u: cor­
In& t.h abort month of FfbruaQ I robor~Uon from the rtetnt OP~J 
tn.n ln \he lona month of Ja.nuuy. an.nounctmecu that tST pla.M:t ~re 
A lrcnn export~, tn Janua17 were delivered to lh• UnJttd Statts u .eoo.ooo hither tha.n in Decem- Arm1 and Nav,. 1nd to the BritiJh 
btf. ct\ll'ina Janu1ry as corn~Mrcd • ith 

Attbou&h the White House. the '" tbt Pft'1ouJ month. Sua· 
OtRc. 01 Produc:tion lbft.actmtat., Britain'• &hare ot the 7tt w.s JOt. 
and the public have made It d ear tls aha,.. ot the tS1 • ·ou.Jd be 
that ltill crntu elloru are omttd. approxlmattlJ .ot. 
to spur production. Atrlaic:a'1 plent Slra the princ'lp&1 "'bottlmtc:k., 
output appaf'ftltl7 ll rlslnc at m ln plane producdon to elate hat 
accelerated pa~. The u.me Uflnl been • ahol1ace of ~lnet.. tlK 
10 be true of ddh·tries to the ftbruar)' )ump tend• to eonftm 
8rltb h . w.ord thlt plant~ productton IIIK 

Acoordinl to lbe ~rtmtnt or roH aubtt,.ntlally durlnl tu 
Commerce. Amt'rictn export.a or month. II It reliably rti)Orttd tha• 
a ii'C'rlft and parts rose by 27.4 per plane production durtn.r· Februar) 
cent betwetn December 1nd Jan· \\ u at tho rate of 1,200 fo r • 31-
uery. Whereas the Unit.fd St•ttt day month at compared with the 
uporled UZ,IOO,OOO dollar• worth 1.038 announctd for January by 
of alrenft and ~ulpment fn De-· WI11J1m S. Knudsen, OPM Oi­
cember, It at'nt out S-40,900,000 r«tOt•Otneral. 
worth in the first month ot this ll.ttt " " '" In JIU 
)'tat. ExJ>tt\1 here are 11nrulne that 

Thl1 news 1.1 eoupled with 1 re .. 

1
. the ptrlod or anat uparu:ion in 

port, C"arrled by the Wall Stree-t pltne and tnl1nt production Is at 
Journa l. that dnpite the tact that hand. polntlna out that a l'ffillt 
J'tbn.taf7 wu a shOn month IP"" 1rnount of tddltlon11 floor ·~· I 
pro:dmate1.J1,600 a irplane entiMt wbote CON-tructlon was •••rttd 
were manuCactund durin& that ta.st fill. wUI be comlna into use 
month u totnAJlfed ,..;th 2:,<100 dur - durl"' &.llrd\ and April. 
tn1 Ja.nua17. Computinc Fdln.a.a17"• Mr. Kaud-"'" rf't:ft\U7 estimated 
prod'ucdon n~ on the ba!:ls of a uii'i the Uo1tfd Slat" would pro-­
JI-day roont.h. the Jump from Jan- d\K'e at kaJ-t II.CIOO tnDituy pl.ann 
\W7 to F~NU7 •·oWd bfo dosu of all ~ dW"lnr the curnnt 
to MIG mtfnes than it •-ould bt 10 1ear. th1.t bf1na an an.,.a&e monthly 
200. production or 1,540\ 

SubltantW lntrt.ue l:JI'htn tn ti&e iuril v.-rth tM 
While the Ja.nu.ary expol1 tlcurea a\'lation tndu.Jtr7 bt~le\'e tha~ .Pt:r· 

art aivn In doUan n thu tha.n in M Pt u man7 •• .. 0,000 m1htary 
number or plann. they are btina pl•nt- u n be looked tor th!J re:ar. 
N\terpreted u indicating a t ubltan· 11\·lnJ a mornhl7 ''·era1c ~~ br:;d 
Ual r ise In the numbe.r of American than 1,6&.0. Thl• t:l llmate 
plane• nnt to Britain. Durlnc De· I on the belttf that Pd1anf p~uct11:~ «.mber Britain and C~tnada re.. ~·Ill rl~e rapidly ur "~· 
di<W ·- American pl11nt:t ~f c>f 1041. _ -

Regraded Unclassified



WASHINGTON TIMES-HERALD 

~~~'''""' 

W~l}lt!lt 
I Plea Expected for · 

lncreaae of 17,000 

In Plane P~!f!:am 
.&Af*,&i.JWM .. £1!1 

War Ot-J)&rtmtft\. oUicl&la hue 
urcf'd the new aupu dtftnM 
&ltDCJ- the Ottioe Of Prod\ICUOD 
Manactmtnt-co appotns. a.n a.l.ro 
eral\ procNctloD .. er.ar... u ....... 
l<omed ....... 

The oa.ma of wrt."-1 proem. 
Dal\ lDd"QS'trl&lbt& WUt a&$4 \0 
ba'IC beeD tun a&«t. for the poat. 
whkh woukt be tlm.UU to that 
otnrti&ID"> """' --k. 01· 
Odall dec:llned to 1&1 wMUstr 
Wendell L. WUltle wu &IDOOI 
\hem. Willkle ft\'Hled ln t..oo­
don Jeater:iQ U1.a«. he wu \htre 
t · atud.1 tlrerafl, production. 

·>s·, 
t )~ · -
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NEW YORX TIMES 

~ INOBBASB 1 

IN PLANB OUTPUT 1 

KnuM MJ..C.ith In a 
Production of 33,000 Total 

Before July 1, 1942 
JMIIIM1 

PART WOULD 00 TO BRITAIN 

Four Bom~r Plante Expected 
to Oo Into Operat ion by tho 

Last Quarter of Thlo Yoar 

.._.al "' ,.. • ..,.... .,... ,.... 
WAIHlNOTON, Jaa, 22-Wruta.a:a 

S.. Kautita, l)boector of tb.t Ottloe 
of Prod...Uon WAMCt-lftU.t, .-14 to. 
d.f.7 U..t M had not 11wa up U.e 
pel or produdGa b1 JOlt 1. ltu. 
a.ooo at~llta,. atrp~u.. to M 
di...We4 be\W .. D lht. eouatry u4 
Oreal Bri\al.D. la a nnt p,.._ ClOD-' 

ft.rt:ao. he rt.1D&I'kM: 
''l baw DOt rt.,._e up yet. a). 

u.ouab we baw Men llow .. ~ 
d~ to the eoorMOUt dl*AIIo"-

Ht npeated tb• n.._.,.. alr-.47 
rn•d• pubHe. tbow'ln& producUoa of 
1tt .ueh eratt In O.O.mber, u4 

1 Mlcl \bat tht mtkt l'l wou~ do ••a 
1\ltlt bt\tt,..' In the current mon~. 
Mr. KnudMn tttlmated that mtU. 
t•rt alrcran production wu dl.sd~ 

I b:f eattcorl .. loto about 40 SHit oent 
t.ralnJnr plan .. aNi to per ctDl 
eomkt p&aa .. of all lYPN· 

'l'bt tour lara• plan..._ wbJcb are 

lbollll «~Mtruoctt4 tor ...._mbly . ot' 
bombtN .. , auto~l\t muut.a.o­
turfl'S, eh011l4 bt Ia o,.n.Uon '' 
ta.. ...,, quartu ot tall :rear, Kr. 
Ka..,.n .. elM. U. ~ OM 
p&alli\ & \ JCa.MU Qt7 \0 lt&rt OP" 
..... Uoo fin\ ..... \0 ... folloWed. by 
0\htn at Omaba.. J'ort WorUt. a.D4 ........ 

Mr. KeNNa catked. tor tort7·ft"Yt 
mhurt•• ot a.lrplaA... raw m~ 
rLt.a, r•ntr&l ma.alifaeuartnr Pt"'~ 
kw a Dd labor Ia a pr ... corlfer­
t oct. Hena.ttw. It .,.. .u.te.s, 
U.t.re wiU M a conter•oc. ••ei7 
two w .. u . with )If', KDu4Ma and 
lh1nt)' Hlllrnao, oo-d.lrector, alttr­
BaUnr In boldtnr them • 

..,.. .V..t.o.EnrlMd ~ 
Wr. Knu4Nn &n.~w•rtd all q.U~ 

Uon• ex.cept tho.t coneemln& tb.A 
number of a irplane• ~tuaUy belnr 
llellverH to :£nrland. A4ktd. tor 
h la.bll view u to tht •tatua ot ,._. 
ftn .. Optrt.Uoat , lit .t.d: 

"W • ba .,, tot ,.,... ot me toolta.&'. • 
"' Job dont ani lbt blQHtE¥. •till bt praeUC~all)" O't'tr Ult Ia 'fu or Way. J uktd the u. t tw.n tor a t.b,...mooW' 
u , aod I Wok U.. procraa .. t· 
t 1 aaa..d. ItA t.ut M .. cu. put 
PtOtlle 011, .. ..,. u.., lt. •• 

January 23 , 1941 

• 
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CHRtr~~·jff~t~~ i:::t9ltL.l1'40 
r~® •• Monthlv Before August cfAl-.- .. zau .51!J.en~ Kooi tor 

LOSDOS. Dec. 31 C;Pr- the eoMPlr\7'1 B~o~ft'.tlo pltnt 11 now 
Amtrleu abtntt. flown to dtliverlnc tl&ln punuit planes a 
En.r1abd. undtr their awa day to Great Britain. s .. .-enJ 
power, .re Mln.r dls'Pakbed. to mon\hl 110 It was teamed that 
the Middle E.att ln lncnulnr thl1 Nmt plant wu tumin1 out 
numbtn and have prove.d Jrom ftvt to aht P·40 punu.h pt.na 
lbt-lr e.ft'eeUvuett lbere at. a day tor Ortat Brtt..ln and to. 
rtd.J, a Royal Air Foree day' I prod~.K:tlon Is ul\dtrstood \o 
tPOketm.&ft t atd today, b4l Of tht Nm• t,yPf, 

The 41teloture tndleated the Included In tht cumnt iOO 
Amerlcn-mad.e pla.nes m.lt.hl planet a month production ftJ'Ure 
be In ute aca.lnsl Ualla.na l.a clttd yttterdt)' by the National 
Afrka or Albaala or both. Dtftnlt Advisory Com.mlulon are 

The tpokesma:ra e.bracUt• bombttl. J)~U'I~IIl ahlp&, tranaporlJ, 
h .td u ''trttl«IT lncomet" and. traiMJ'I, Althou.ch no oftlt••• 
Brlllth preu staLt:mc:ntt that ftruru art~ rt:lta)((J On the per~ 
lhe A.JMtbn CT&rt bad prove:a «nl&Ce ln c-ac:h cat~OO'· 11 iJ 
lnfuier to Brllbh pb.llH. rtUabtJ rtporltd that train~tn now 

.. , prdu to take rtporla of C'Omprtu: approkl rMttlJ' SO Pf'l'<'t:nl 
tht- l\.Ualt:kT or Alreran ........ of all m\Utary atf(t'&ll bwlt m 
dad .. D bued •• ofkbl ~.. this C'OUn\ry, 
porta .t \nt pfJou. -.-hlc:h P7 f'T'ullota Detlnbk 
AI'M.rkaa plants an: nr7 .sat- Satbf&CUOn tt Mlna upruw 
bJadory aad of U.e •\JM!It tn a\·iatiOn eattla btn l0Cia7 0\·t 
nhw."' M aaJL the Comm\Mjon't now formal Mi 

ArMrkan alt\'.ta.ft • •UJ tnv• miNion that l.hla toW1\f7 WJ 
a dtdlln fador In lhe air v.-ar buUdinl but 'J'OO trnht'-'7 pt&M 
In tt-41. the &AF oflkbl also and 2.400 11rplan.e tna~nu 1 montn 
told Uaikd S&akS eorrn-poncl· ll Is felt that a tnnk admil3JOn o 
eat.a. prod\lctlon a\.1\UJ IJ healthttr thar 

vaJ'It n.~mon 1nd "bll talk'' con· 
8 )' Jouph O. RarrlsoD cernln• .,0 to 1.000 pll'net ' 

.tl "'' com•P0"4••• PI mMth heard 1o tr~tqumU.r early lr; 
") ""' CJI•f•''' " sck. .. « M'ollifor the fall. 

WASHINGTON, Dec. 31-AVII· Since the CornmiUIM'I latn·t 
I I Uon expertJ htre 3r~ still opUmlstiC' t\IUI'ts 111'0 held to be the comttt 

over the 194l pl:.M production out• 01\H nnd 11nee thtt are far abort 

I look de&pit~ the tact that Amenca of earlier prediction!, thQ will 
1.1 endlnc thit year wlth an output l h•o the public a clcart:r , ·l.tw or 
of but 700 miUtary planes • montn. the eount,.,•s ddcnte position •s 

W ith more and more additional •·ell a• lmprmJn.a It • •lth the nffCl 
ror production dur· or ateppu~c up prod!X11on u 

Ul!b&L\1'7 qu~1J u J>08I.ble. It lt btllt'·ed­
t:fiit the Whllt aviation c:lrdu ln WUb .. 
~ lftl1on m~lntaln th•t lM au•ttaCt 

or incll»trl' it now •·orkin& at the 
aDd l ullftit C'a,pKI\J ptf"l'''Uttf'd b7 lbt: 

QUr1 •"-.llabibtt of nw matenaJ. lbt7 
rf1)0rt tNt th« tnclusUT b ~U· 

~=~i~!l~ •tt ~upon alb' \ne:rftlll'll Q-e num.bft' or 
~ tha:t ~ruin bOCtk'• hoUn a .,..ttk hs p\anta are 1n 

cannot be dlminated onr- productlon u boUit:nt<lu t.n 
and are t.tmpt«d by an I broken and tht ftO'N ol sub~­

~d~<"i'"! that untorueen Ob· t racttd equtpm~nl ,..utattd-
• major natur. may Dt 

Nevertheless. theM 
eatlmalts are drJ.wn rrom an t naLY· 

111 of the lndustr7'J p~nt pro­
dueth·e capaelt)'. l\6 ex-pans\~ 
prot:ram and from the c:urrtn 
tate of bottJeneclc tUmln•tlon. 

t::x.amp1e of Expau&on 

1 dlscuJS.ln.C new production 
facnltlts. an ofl!da l 101' the ;,.tr­
craft lndutlrY pointed out ' I )' 

thai approximately tt.ooo.OOO 
aquare ftet of factot7 spactb··•ld'in"a 

bdnl dt!\·oted to w · 
no~ and t.hat ~ltional ~ 
P l7 tbe same size wi11 . bt 
of near 1__. W1\h. madunf 

I=~ e: ;;i~oa bJ nt'X1 

A~ump\e or the -.117 ln wbkh 

I 
output ts riSlnl slOWlY bUt "':"~ 
11 tul"DisM<l bJ' ~ ~1!-~,.,. 
0 w Ywchan-~ \hii 
cUrlln Wrlabt ~-· 

··s­, ). J 
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\1ASRINGTON STAR - October 3 , 1940 

By JOSEPH L EDGDTOS. 
A\'la Ucm plan~ ~ ~ 

ar~ totattr11 approxlmatdr '*•'" 
000.000, ~ have beeft tntuated 
a!noe Pruldtnt. ltoo5cvea ... 4ee.l&ra· 
uon or 111n1~ na.taol.\al f'.IIW"'t:OCJ 
ou &ept.embf:r t, 1m.. wm be com­
pleted b)' late •Piinf of 1141. IC• 
c:ordln& to a survey Jtat ')OlD.pleted 
by the Aeronaut.lcal Chamber o1 
Commerce. 

All thll expuulon lt wtthln the 
a lrcnH an& alren.ft enctoe lDdUI­
t.rl.el and dot$ DOt l.nd:ud.e expan• 
alon J)l'CI(rama undertden by tub· 
eonuac:ton. wtlo t.odaY han tt.tcn 
O¥tf 15 to 20 pu c:mt ot Lht: air 
ddmN consuucuaa loW.. 

"11\t 1200.000.000 total b JJHl«f 
bf approdmatetf ~.000.000 t.ba.D 
prt11clol eadmat.es. and tiM U»>UDt 
or '*"' espan~~oo ma.J tae .uu turtht:r lDereued dW't.nl UMI 1r'lnW. 

o\cciOII'\UtC co u. 'baL .~ 
•Umatn. \be. ~ ainnJl 
t&e'Otks ttOW arc tW'I'llrlc ou.t aboUt 
1.000 _,upkaa a moath. crt whkb 
aboUthaU art cotnr to Ottat lhi~ 
tJn, 'nlll produet.aoa lenl it 
pected \0 rtmrJJ'l 
ou~ lhe 
current. 

8oon aU.er March 1, IMI. accord• 
Ina to Aeronautical Chamber of 
Oonuntrot a.tb:nt.tM, toe.a1 prodt.*C· 
Uon wlU r.uh a le«l of 20.000 air• 
plan• a fM1. or aboUt .0 pc.r tent 

~:;""~:a.~~ 
Ttll • ft&l' qo. 

• • <.. '. t_ ),~\) 
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WASP.II:CTON STAR - Septeober 26 , 1940 

U. S. tu "ave 2S;oot­
Pianes by July, 1942, 
Defw,JWkP 

Program Will Create 
31-2 to S Million Jobs, 
Ad Club Is Told 
n.. ..,. W,JJJ!MII , 

--~ Na.UCiaal Dtft:Nt CoaunSadoD-
&bout _. pi&No-.l.t d\btt Wilt 
eortuvt or tmWitd ln ltUtn o1 
lnWfttkla ftled 111th IUlUitutunrL 
~ w. Horton, dirtc\Or ot ln­
fonftat.loft ror Ult OOIMttaaloft. tAid 
......... ,. 0 

Nr. Borton. 1ptd;ln1 'ottMt t.ht 
Advatblnt ClU't oC Wu.hlntt.on a.t 
the R&lellh Rottl, .. ld thlt number 
of Pllnet w1U be dtllve"d b7 Ju.*t 
), JH2. 

The IPtlktr •tLmattd tha.t the 
dtltnw: prorn:m wUI f:rtate tr«n 
3.500.000 to a.ooo.ooo Jot~~ In In· 
duttey. Thus far U'lt Dlfti'\M Com• 
mbakm hN authoriltd contrac:ta co.. 
talln1 t 1.IOO.OOO.DOO ror t¥tt7Lh.tnr 
ftom "aafet:J piN co bttt'-blpa. .. 
he •Jd,. 

Wr, Horton uJd the ftt.IHUOD !.a 
tnqumt17 uktd ol mMlbtrt ot \bt 
~ u &0 1t1\)' tbtJ 60 not 
bat"e ..,.... J»tftr tn fadlit.t.Unr the 
proft'UD.. Oot an.trtr. a.'lnn b1 WllliUia.-.._,........,or 
prodoecloQ. co a ~ oo .,. 
OC'!C!UIGD,. ...... aooord:lnl &0 Xt. 
HCil"ta: -u l had &D1 mon J)OWtt 
1 qaldn\ tftOIIf' what CO do wU.b .... 

As &o cht..r.-n m.,, tbt 00\'tm­
~' bas nttltd«d the cltftnMa ot 
the NaUoft Mr. Horton Mid: '"'We 
hannl ntete«ecl OW' dtftn~tt •• 
~nueh u ... PtOPlt would h .. t 
JOU. 'btlkn. 1t depmdl oa w1\oM: 
paptr JOU r841."' 

'lbe al*kt:r alld tht comnUf... 
don hll round co-optnU.on ..,u·on& 
and wiJlint.. In the mlln I~ 
e C' .,.l~ Oft to II 

38? 

• 
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!n;:',; YO!U< (:I.Y . ) TI: :zs- Septeober 11 , 1~40 

•)(.'0 
, ),JO 
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Preilicts Army aod Nuy Will 
Hue 11,000 Comblt Craft 

19 Moaths HeliCe. I 
BUFFALO. Sept.. 10 (A. P.) .-1n 

n lott.ctn monthl the &rmy &ftd 
navy wUI ban appro:llma t•lt 
11,000 combat alfl)l.&nu-filhttfl 
a nd bomber.- "Wllllam S. Knudean, 
thaJrmal\ ot the N~tt.tlonal Oth"'' 
Com m\ttlon, .,.ld today. 

Almoat through wilh a n•tiOI\'A'hlll 
tour of alret-afl planu In 'h' r(IM 
P«ttl)' o f Otn. H. H. Ar nold. Chl~f 
Of the Arm)' Air Corv-. Mr . l(nnd• 
un Nld, " We know the United I 
Statu 1.1 makt i'llt tht but all . I 
pla.nea." and added: 

"1 bt.lleve that pre:tt-nth' wt c•n 
aay • ·e are m•klo;- tb• mOtt a h" 
plan.u." 

'n\e fl~U" or 1\,000 ...-u ~ on 
a tOtal prodl.letion by April t , IH'· 
nt U .OOO planu. t4 (100 du tin.d t&e 
Ortat Britai n a nd 19.000 ffM' t~ 
arme4 ,..,._. ot the Cftlt"" 

Statu. 
~ft Arnold --~ tl\&1 ef thOfo• VJI 

bo' drUnrtd 10 t.bl a n'l\)' aAd ftii\ 'Y· 

a pptostmatrlr Mt JM:' «"' .. 
eli.Jhlly more th•n 1\ (100 .... wid"­
.o-calld com..._t typu. 

Doubk> In a , .,..,. 

JteptatlnJ" • ttau .• nrnt mad• Y" 
terda)'. that tht e~ourtnt Anlftllelll\ 
a trpiant production. lncludll\1 bo•h 
mlllt.af")' and IAtlt t:omn•~rct.• l 
l yPf:l, w•• 000 • n\onth. 3.11 Kn11d· 
M fl 1111ld 11'1111 the IIJ:Uifl would bo1 
doublt<lt ln the ntXI ,...,,.,.,.. month•· 

With frfoCl\lt:nt ret~ •"M" 10 6•1• \11 
a brlrf ct.H· tl'le ('ha, rman ot ttl 
Df'f•na• COml'l\l.tt1on, _.,.,.cl In l h• 
otnee of Burdelle S , \\' rilhl, p1 , ,1 
de.t~l of tbe CU.t1il • teoPI• I'If! tlh i' 
lOll of ttlf' CUrtiM•W nJhl COl pOr~ 
Uoa. ttud a.t thi"H ., daY tht dfl• 
ll~r)' of new CUrtl•• f'...O lil h"'' 

ptanN to th~ A•r C.r,... 
Gf:n. Anold • td tba.t ~!4 P..ttl' 

amctrl$ tb~ newell tr~~t• ot AM••· 

~·'"'· wer• Oft ~4•:.!'1=!h<' 
~orPJ, .ad tba-l 1 • • 
dtiiYtred. 

~- ,...., ~'"· 
Continnlfl• '""' txbt~ of a 

ltfl\d to-a t4 CCHU\rUotliOn ot .Ir­
crafl paaat• hdend for btnu pr~ 
liCliOft apiR.I t t• ld.t·, )lr. K.II-U 
f'Ommutt4 on ltlt fonbeom.l ti,J lo­
utton ef a fttW CUrU ... W riJht 
,-ant a \ Cohnn'tnu. Obloo. and ~ll:· 
111\t ione to tht coMpanY• BufCalo 
and 8t. t..o11 l1 plant•. 

Workmtn ror ""'' n • .,. !Mtorl~• ' 
Will bl IUflpllt:d , h~ IIAid, li'llOUllh t 

\IOCI.UOI\111 IChOOII IUnnlnC t""'tl\\)'• 
four houn a d•Y· 

N01lb AnlfliC&n A\'lallon, Jnc ., 
• •Uh • P•""' In \bl 1.01 Ana:rlu 
l.lt&, WUI tll&bllt tl 11notMr fac~OI )' 
at oau ... Tt~t .. eontaJnln' 1.000.000 
•quera te.•~ ot noor epe.et. lilr 
KnudM-n 4ttllnt4 t o antwtr a quu· 
Hon u to 04htr protltfl'lh• bCtOil' 
41' t)opmtnta tnMnd.. " ' tt ... -... ~o~a­
d«-rt tood uooNtdally '"' ' .. ,,nl 
mcw• 1\Kh ~·'-' are Ia contdD· 
p\at .... 

'Tt.l t11:,.81tofl .. w ull4•r wav 
a M lt•u•HatMIY ('llll:ltlrl ... tlt!l ._-,u 
l~tc:uatot Am-•r.ua a lt«aft Jl't..I"'U 
flOM' ,par• t.t ~ P"' «nt o~u 
• " • ' It ._ ., t~ut Ju.ly I . )h. t(aud· .. ,. .. , . 

H• a nd 0•1'1 Atnold. a ... ,., ,.~ fc.­
MaQ'IAnd tty plan-• todJIY . ..-m cOM­
pitt• vblt • O\'"Pl • pttlod of w•~lu 
'o t b.t...,n 11ltC'riiH pl.tnU tbrou&h

4 

IIUI t tl• Un\tld fttaltJ. lA.t~ on thf'lr 
htl t b ll • h •rnoon .... -m bft ttl• Fait• 
C'hl\cl plant 111 Hal!trttown. )Sd .. 
~~~ltnfl L )brloaA I : ) 

• • S..ltlmorr. 
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PLANE PRODUCTIO" 
NOW 1,(XX) A MONTII 

·'An4 WMr~ It «•• I 
•-"t· aytp£!)Mll4 fa~O: .... ~ 
rid (i£1 MW .. acllll -
a.,.. 8 ,. ..,.. a. ... to.ta lb•.1 
p tO hao4J fft, lbt y ara Mt 
M automobi~~t011!6b1Jt eta• ~~t~ lu. 
'OWtr, Wl\llt air~~ CMI \ ~~ hGtt .. 
out 1000 bor.. w • P nt. llltn 
bey Would h po tr, T~rtfott. 

)l&thlne ~· ava to welt for tha 
Jtart. ~.,.!l'ucll~~rt thO)' rtally could 

ToBelncreand to2,000 Month , ... a,ut ••• •• ,.;..,., ... ••••"- 1 rnn1 out a an ., • 
Early In New Year, Defense :m•U-~tlect• ror th• '•ttre~~~~~uot 

Commission Reveals tt&· m.~,ttC:err\r~~~':: !~r:1 •:~~.~;:.•,~~ 
1-tuce, can turn out a.lrplant v.l•~~ 
lo ad.dlllon to tbtlr p rv•n• , 1110 
mo&ili Vilfh." 

DltRC!\&IU .. confrontlnr tbe com• 
mlaaloft ara notacl 

'" Tart !1... " A modtra a~ft:ra.n. t.ctory h.­
JTOWb 10 bl.c that. I\ talc.b tWO IOtA 

3,000 BY THE END OF 1941 

in to ... from o:nt tlld to &Dolber.'' 
the report "f.. ..Ona IIU.A wouN. 
r o bltad u h• u1td w '" ..a u.. 
.....,. bimMit.•• 

Difficulties Encountered 
Swinging Nation Over to New 

Industrial Buis Cited 

~~0 
WA.Il:liNO'fON. Sept. 2--Pruee.t 

alrp&ut prod·uc:tloD or "·rourhlr 
1.000 alrJ~l&M• a mooth'' will M j 
tneH&Hd to 2,IXIO a mo.oth early 
ndt )'Mr. and to J ,OOO by lbt e.a.d 
of IKl, lht National Dei'tn.ae A4• 
oy·t.ory Oommt .. toa rev$1.1ed todAY· 

No lntormaUoa wu atnn u to 
tlow man)' of tbt plane• c.urnnUy 
btlnl product4 ancl tbo.t to bt 
turnt4 out under expanded Khed.· 
tlltt 1alu are bomben. ncb ten and 

..-In•"'· I 
Tht "'port u t trtfd tbat b)" nt1tt 

tprlnr m.•• produ~tlcn o f ddf'n.M: 
nattrl•b sentrally will b! d r-,elopo 
"1:' np,dly a l'!.d rt\"t&tf'd that a ut&­
-.o"-lle tac.torl~• wm not b4! '"H;rntd 
\ft," for the pruornt. to mtnu~ 
u tut1fl t' atrpl&nu . 

Spe&.)!tq et atrtt&lt ,....uctloe, 
tbt 6ocumtll\ a&MfU Ul.tl •"the 
W't!ot• pro«t:~ t U.II .uru u a ,.. 
lU'U I r1~t&• lo a maa·e tF•.'• . ... 
lq .tp.Lrte:aaU7 that • .,..,,, .. 7 ' 
'!'--' f)"e btlonp to .orne Arta'l or 
Navy otfteer."• 

bJIIAI:nln.l' ttl t ru .. t OM f..- mU· 
tn.c woodt~ modtlt of ~anu. It 
AYI that • thla It dooa to tbat a 
m.a.ehlna 1\lft woo' t tum GUt to bt 
firtnr throuab tho middle ot a cu 
tank, or t he wbult won't to&d up 
Into t bt fpt_t e whore tbt pilot 11 
evp))OMd to ply h la t"dt." 

"A plane hat more trick mtt.l 
aiiO)'I tueked •"'·ay tnt lde It than 
)'t)U eould evu lurft to ldtnllf)'." 
t he .,.port remar\1, "Take thue 
f t w hundred thouMnd riVttt. Tht)' 
all look ,Jut t llkt th t t \uft that 
)'OUr aluminum MUC~tpen b made 
of. Hard.ntd mttal rlvett en 
nuded. 1f tht toiL un.lta aro Uled, 
wbe.n tbe lO.ton plane klaMI tbo 
ll""'lNI at & hundrt'd mll•• e.a bow 
S\ .-ill bt tbe l!t. or dMtlt.. 

"'Vndu the poUq Of IN~ a 
~· NaY)' we wi.U llaft to 
a.bcVl double the tiu oC .-r ,.,.,.at 
ftetl/' the rtport .u.tH. •-Jhn. ll 
Ui ~Nd t.o deuble that .a. la 
dovt baU tbe u .. •• 

11'• Ad'ri....,. CoauniN• wu 
t•«-d on ri!C'Ot'd u taYOrlitc ·~ 
11tary coopt-ratiot' of IO"'etam.ent 
td l~u.tlr7'" wtth rq:ard to air-· 
.. n p.rodu.c.Uon uattt .. It appt..an 
n mort authorltath·e zn.uv.ru Cxplalrtlnc thAt macbla• toolt an 

onh· a • roter~,l.tl Multtt• .. lc· In 
t ftectMAfY·" prochlclkm Gfl4,ftn•• ma ttrlalf. t~t 
'Toollnl up wi11 take ~~ the F•11 r~port t~tld th•t. dt~r mu•rlalt 

lMO." the report p!d, "8Ul ha,·• bforn •"''""'"" fn r drftnJe '""" 
• Ut• btl ln.ntnr or nut. ye.ar. ma· pt•nt• nv 
rlll1 1hou ld bt.-la to roll Into the h.·e~"r~r ~~·~0 ~~~~;a:;rfn~h;n."': • .n,.';. 
"n•l•. By the 8prinr of 11Hl, u t e.talol l.lt uti •tart ontnln.c 
oducdon t bould b• rhlnt matl'line tool•, Nlltttra11)'. tll•>' wut 
ptdly." 1 the mlehinu dt lh 'o! tl!d ••rl)' tb.al , . I turnoon t O ttuu ttlfl)' un ao ta 
\\'ht Auto Plants \\IU 1\ aU • -ark hltnlnt out r•• m~ttflilllt 

'Tht bu btt.O quite a btl of n.to dct•n•ft m•tflrlab \\'lltn Man• ! 
rt ,. r~• of n'llnufat:turtn •II f tllrt 

w:u n loo u to whY not turta 0 rr doinl tht u m• thlna. It I• obvlo\U 
t 11-Utomobllt factorlu to m.t..nu• the mathln .. tool ttldut tr)' un' t 4t• 

tturlnl aJrpl• .nu." lbt report U<rfr." 
4 "Thne e re & to.Uple of rea· Vh1dtr o\nllnln r th• e f'lloMint fl f 

' .. \hlt ~ld oot work 10 pJa.Miftl tbt..t ' M ' into ,rodut.IAS 
' ' w .. y a t.tllublp. a tank er IOCftt oth•t 
•tL hfJ.-"ft, thl .-.,ol1 .... 
Ia tho tir11\ pt.lc.t \he eoUftti'Y • u ta1ltt ttllrtY ton• ~ bhltprlata 

U M.,_t avtomolUU for ~"aU for tht duiJll • f a Mt\kltllp. Tb• 
ud Ia tiM MCOfl.t pl.a.ot.. ... pa ca.ni&l• a~ot~• for a 166 m.-. 

• • ~ ; J'llft ,..qsdt'N .. t ........ d .,,.,..,e 
• cotti.J. tO utd r ttntT c. au 9> dra.U..C• ud aoo •ott are no4uf,_ 
o.,.tt.J...!.!lU'IKil uiu t qJ. IIIW' ro.r tho r_.u ....oaali!ID lpedfto 
)ftantftnM-'PrCIIJdl "-~ ceatt11tul ~· 

UD a f'laiJ.fWt bool! 

~ 

' ' 1940 
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l\'3W YORK (ll.Y.) JOURNAL Ol" COl!l!ERCE- Septecber 3 , 1940 

SEmtANE OtrfPtlT 
UP 50% BY YEAREND 
Prediction Made by Pefense 
Board-Predict More Jobs 
on Production and Draft 

39!. 

• 
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JOURNAL OF COMMERCE - - - Augus t 27, 19110 

1t1 CLA1U:11'0 C L, l.llfl 

\Y AIHlNOTON, AU I · ta.-liUilary 
lOtft• ot U1• UA1tt4 ltate. wtll 1H 
.-a•lrfd. with .. 100 _, t~ alr­
ptan.u \oJ' JlaiF 1, lMl. Prutdant 
1\oc!ec::eYl ...... \Old Ia & NfOr\ oi' the 
~atiONI Dt:tdM MI....,. ():JmJDII,­
"* ,......,,.. to tt.ta to4&y, Qkb 
~fj...A' T p' M ~ Av.­
l•t t ,T • 
.PrMu~ et allu.arr p\l.MA t.e aow 

rrot"'ulll lf at t~ ,.., , .r lO,C'£10 • 
J'f'Af, blat hope WU --~ that 
tht ~~t.b.ow1t Gl William I. X nud.No, 
mtmbtr of the ((lmmiJit'loa f or pro­
dunlotl, c:oot.mp.la tln.l a "'' of 11,• 
000 pJantt aAnua lly, W'l ll M rMc.hd 
t~)' ,Jnt.i~ I, ~~~...U.. 
, rut o,.----uati••• ~he....-ITI-

]

"'n1 t l) aa.ooo planu.. 
-To Trala 1 ... ) l otl tll.IT ! 

• m .. ••• ... .,. ... ,. •• """•~ 
Atm)' conttmplat• ta.ld111 

1.000 .,,..,ft • month for t raJnlfiJ:, ' 
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WASHINGTON TIMES-HERALD --- AU~J6t 9, l94o 

1 ;)OO:a-Monttr 
Plane Output 
Seen by Jan. 1 

Defense Board 

Reports Strides 

In All Divisions 
ChaJrrn.n WllUa.m S. Knodsml 

ot \tle NaUonal Defense Ad.viaor7 
commwson pmlkted t~ nitbt 
Uia\ •·aut.\aDUal dt-U~ of n&· 
uon.at ddm.e m.ai.C':rt&la.. includlnl 
at rt',..r&. tanks &D4 cun~. "ttOUkt bt­

otKakned by JanuarY 1 • 
.. , f'XPfCl \hal. th~ \OOlinl ~:p 

proc.ew will more or Jtsa We up 
the lMlaoca ot \bll fall. .. M aald. 
"87 aPrinl 11141 t~rodueUon thoukt 
be aolna at a aood raw:· 
ProchttUi~ tl !Ut pped UP 

K:rt.ud.sen, In c:harae of produc­
tion, aJ\d \he other aix member• of I 
the defense commJsslon were ln .. 
terv,ewed by radio c:omment.at.or:s 
In a bro.dc.ut. ca.rrltd on nllUon· 
'A'ide hookup.s by the lhree major 
networlJ. 

Tl\e prt.sent plant produeUon 
of tOO a monlh. or 10 !.00 ! ~·rar. 
he • 'd ahm"d be "'Fi£E :": U·OO 
or 11 OOQ by tql,l!l'J' a.nd ··w· 
Cffai'clita4U7 Lherufur ... 

edward. K sawaas Jr., tn 

h 0~':~ =:u~~~~ 
1D limited q UUts for 

n"da1 ~. - C&D Uma.U17 
bt dfecUnll m an v:ner· 
1HIC1"" N a I U'MUtu\c for (t'Wk 

"'*'· I 

RFC to loan Plants 

I 50 Millions for Planes 
"" U..lUN M. 11~U~K 

Tht Reeona\l·u~Uon F\natw::f' Cor• 
pora\lon Ita.. madt tntonnal com• 
ml,n\ttHI ror l<II'IU of UO to 200 
million dOIIara tor new a lrplane­
taclorlta. Peatral tAt.n Admfnb­
c.rat.or Jua. Jonu di~~~.:IOlltd )'H> 
&erda)' beton U\e lloun banlunt 
emd eurtf'n.cY commltlff. 

J ontll •Md lhr.ae commtlmenu 
~~ t he rtk.llt.a or ntt!nt dtl<'\a> 
alona 11iU\ WUII.lm s. Knud~. 
PfOCh.ICIIon to«dJnatar Jor lhf' 
saUonaJ Dtfta.tt com.mi.Kloo. "'be 
monn' wou~ be uJfd ror con­
IU'UC'UOn of alx pi.I.Dt&. Joaes tal4 

He upl&1nc4 t.NL 1 « I ICIIbca\ 
Lin h U bftD ~td for \he 

r.t:ka.rd Motor car OiJCpa.r.T &o 
enable tt t.o upand rKWUfs fiK 
M.nciUnr a conlt'ld tor t too Jtolll. 
Rof(' t \.hl lnts. of which 1M .Bnt· 
l.1h " " l.o n t f QIOO t-nd \ he Un1ttd 
8tlltl ' 000. Tht -~ 01 tM 
money w111 be loe.ntd to lndmr 
alrolane companlt'f 

lie lOid lh t l'OOllrtiUtt of \ht 

1\FC'I ltndlnw a.eU•UJc:s. whU•] 
" 1\ lnr ln .tuppon of & provl.sloo 
n t 1e bOO million dollar blll Jot 
oe.nt t.o t.aUn Amertran eountritJ 
1\rduah the J:xport. tmpor~ Bank 

..... , 
• J.Jt) 

Regraded Unclassified
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TIMES- HERALD - Apr1l 20, 1940 

2&,000 Planes a Year 
Predicted for U. S. 

Producti~n Rate Expected by End of 1940, 
Admiral Towers Tells Senate Group 

By DORIS FLEE80N 
A meriea's air defen~e p • 

:~~~~ ~:;~~::~::;~~ ~~:~::~;.~::::~~:.~~"~v .. ~~~~~~: .~~ 
OommUt.ee was aa.surecS yesterday • e" nlhe ·'"'' Ill Afh.tra 
by Ru.r Admltal John H To.,·tn 
ehlt! ot Lht NaVJ'• s Ureau o.i LTPe planet Orillnakd. tn the 
Atronau:Uc... White HOUM. 

8tnee the outbreak of lbe war The naval chltf rtplltd t.ba t tht 
Towers aid, Amt:r1Can capadti 1)1'01T'a.lft WN dra.fled t.n \be War 
to produce nzpt&nes hu tn. Orpartmtn~ lnd the N&'fJ .-..a d)o 

l
cnued trom abOUt A.OOO lO 11 .ClOG ~~ to follow wlt bf \he Prest. 
unlY eeoo • upana"lcii ts =~ ret fn 'II'' No lnltantta ot tabotQe ha" -. 'Oem rtOOt"\td tn A.IIWt1c:at'1 atr-
Sl&l'lllbc AdY"&nus cr&ll f&ewrt8. the Rev Admtral t.ft:l.lfltd. Worttn Wrt, M u-

Oru.t u thh achl~t. b , plalnl!d, IDUI\ bt AJDG'iC:a,ft dU. 
he went CIC. turtbtr stal1llnc ado sma a.t'ld are cklltlT watthed b1 

Oor~t 1.ft..l'I*Uft, 
vaneu D\l1 be tll)ed.ed aoen. To butwt.tt Tow.·td ddt:nSe of 
C&lmlJ the vetnu. pUot. WhOM Lbe pr&eU« of pennttUnc fortiiD 
dt.stlniUia.hed earttr ln avauon tovtm.mtnt.l to buJ lat.e modtl 
1oe1 back \.0 u.s earlleat da,ya t.o14 U. &. plantt.. M&!. Otn. H. H. • Amoad, (hlef of the Ann}' Ait 

'"'l Sent.l.orl that: COI'PI. ••lll probablY be called be> 
Y the end or 1940, the o. s . fort: Lhfl commiU.te. Chairman 

w1 prob&bly be pTodUetna flrat DAvid t. Wallh tO.). of Mu.saer 
cl. 

1 
alrplanu aL the raLe of atUol, announced. 

26, 00 annuall1. utUm&te •peedl. Aircraft Carrltra N«dtd 
1\t aald, m&}' reach "'SO mllu an The Na•J'I tlrhL /or additlo 
hour or 12 \1: rnUe1 per minute-- t.oonq.o w•• rtne,·td before the 
wh.lc:h equals the apeed of aound. commJttee )'tlttrd&1 bJ Rtar AO. 

n 11 es:uma~ bY nanl upcru mJral Samuel Robln.aon. fhld of 
ht,_ lb&t A1r Manbal ~DI U\4: Enllnetrinl ButeaU. He d• 
WhOM Nul alr annada haa ,U. darfll U\lt tXltliDI ahiPJlrdl CU 
rortud EurOPe ror two JUt$ had b&ndle lM prOCI(*d 11 pe:r cent 
al l.he ~ of the: nr abOUt exp&Nion ot combat ac"nrtb a.nd 

10 000 
.... _ Lba t 1a t.-o J8n tt'll&rt td fad). 

, WVJha ... d. IUM wlll dWbltl thtm to h&lldll 
$&kl ... Allin Ald. U. 5. atiOUirrr l i pet «Ct tDtraK. Rob4Daon dtclartd that more 

8&kl of w&Jl)JI,tl.U to the Autea alra'toft arntn ere ~ and 
made poAibJe the txp&n~loo of IUIIdlH that the NaVJ be a" 
a riati.Ol'l me.nut~Wl't hue ~d lowed co mUt contnc:.t autbori-

l
lhe JUbeeQUtDt h~thY Jtat.e of a&UODI tot MW '~ 1rtth0Ul 
our a lr dd~ 'IVfo'tr"' declared conmulonal a ut.bor1lf. 
in stanch aupport. of the Rooeeve:lt. poUcy. The Ann1 and Nt.\'J, he IJ~dbont ol Deferi.M 

1 

went on, c:.t.n bUy pJa.nH at ma.u StrlkiDI ttl.tlltict auppOrt.lnl 
producUon cost.a bee& use of lor- the Navt'l C()nttoUon thtt. ''abtpa 
eiiD purth ues. and mort .thiPt" 1re the Mell:bon• 

slnee the war btaan. Towefl or Utla naUon't national dtftna. 
eaumated l.baL tortitn sovem· ..-ere placed btfort the c:ommiU.et 
menu have bOu&ht abOl.ll 1,000 bY Stl'lat.Or Oerry, of Rhode Itla.od. 
fllhtlnc airuafO here or which Thtt ahowcd Lhat. aircraft h.al 
•boUt 3.000 b1ve bef:n Jhtpped. succeeded In atnk:lnt onlJ n .210 
The bulk of thiS tradt. he aald. t.ont of merehant ahlpptna aLnet 
wu with oreal. s ·rttaln &nd LM zuropca.o conruet bepn. Praft~. I.AIIH due to alrcran. OtrrJ aaJd.. 

No ptann. h e aatd. ha.d )eCn 1014 comptllfd t per ctnt of all mtr· u. ltalf whtc:.h ts talllpetlnJ with eanLile ,n.lpplnt ~t:nt co the bot.­
A~Dft'k.&D ltld\JSC;l'Y ror dOifl.in&Dct lem. conuvted wt\h 512.000 c.om. 
of &out.b AJ%1d'icaD. m.arket&. « SO Pff tall. 1:11 IU~ 

Mbxa.. hla 1\1\lftl s.bOWtd. aa.ok 
War o....,......t !'olk1 tU abtP'o ot 2S Ptr otDt. 

I ' ... th1nl tM flf'\II'U thotr tb&l. 
veur&D bola~ seD• or __ ,_ 10 •'•"' I!!' 0 ,_, -.ar caW"""" ..ted TVW- w • .,.,,...... ~. ~ u - polleJ 0{ _ ..... lOt· llriiAllt> ......... -

t-tcft aaotemD'fl\lA t.o 'bUY our La~ Ottr1 (Ollt,tlll:!l • 
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TREASURY DEPA RTMENT 

INTER OF'F'ICE COiolloiUNICAT10N 

DATit Auguet 71 1941 

ro Seoretar,r Morgenthau 

'"o" Mr. laurok 

subJ ect: Airplane DaliYer i ee 

summary 

1. A total of 56 planee &hipped 1• reported 1n the lateet 
eteteaent reoe1Yed. Exoept for the del1Yer,r of tin Toaabewlte 
to the Middle J:aet, all the planu were eb.ipped to England. 

2. 'fbare baa been praot1call7 no eb.1p•ent of plane• 
reported to the rar J:aet 1n the laet 11x weeki. In tb.ie period, 
only e1x plane• were ea nt to the rar Eaet . 

• 

Regraded Unclassified
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- 2- D1Y1a1on of MOnetarr 
Reaearoh 

Airplane Sh1p .. nta to tba Br1t11b 
( rroa l'tbN&l'J 1 to Auguat 3 br a1r 

Janual'J 11 to JulJ 12 bJ aea) 

T•bl e A. Sh1pJDenh by Area 

To t be Un1 ted 11ngdoa 

Llght and aediua boabera 
Re•..-y boabera 
Na•al patrol boabare 
Pureu1t 

'l'otal to United Kingdoa 

To tha IUddle Eaet 

Light and aed1u• bomber• 
Pureuit 

'l'otal to Middle Eaet 

To tba l'ar Eaet 

Ligh t and Mdiua boabere 
NaYal patrol boabere 
Purauit 
'l'ra1nera 

'l'otal to l'ar Eaet 

Total a 

Light and aediua boaber• 
Rea'r)' bomber• 
Na•al patrol boabere 
Pureu1t 
'l'rainera 

<h-and 'l'otal 

La teat 
Weelr. 

45 
0 
0 
~ 

0 
..2 

0 
0 
0 

_Q 

45 
0 
0 

11 
_Q 

5 

0 

56 

Total 
Reported 
'l'o D•ta 

6~ 
72 

..ll 

150 
486 

6 
9 

145 
....55. 

808 
41 
Ill 

654 
....55. 

215 

1,6)9 

• 
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- 3-

Table B. 8h1pmenta b;r T;rp., 

Bell Airaoobra (P-39) 

Boeing B-17 

Brewater Buffalo 

Conaolidatad Catalina 
Liberator 

Curt1a• Tomahawk 

Douglu Beaton I 
Beaton II 
Beaton III 

Glenn Mart1n Mar,rland 

Gru•man Martlet II 

Loolthaed Hudaon I 
Hudaon III 
Hudaon IV 
Hudaon V 

Borth AMr1CaD ~ard II 

United Obeaapealt• 

Grand Total - All '1'1PI• 

398 

Di•iaion of Monetarr 
Reaearoh 

Total 
La teat Reported 
•••It To Date 

6 l~ 

0 21 

0 145 

0 81 
0 20 

5 486 

0 l 
0 72 
6 113 

0 150 

0 9 

0 1 
19 76 
0 18 

16 34o 

0 55 

~ ...ll 

56 1,639 

• 
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- 4 - D1T1a1on ot Monetary 
Reeearoh 

Table O. - Plane Del1Ter1ee to the Br1t1eh bJ Ieake 

leek 
Ended 

Feb. 8 • 
Feb. 15 • 
Feb. 2~ • 
liar. l • 
liar. 8 • 
liar. 15 • 
liar. 22 • 
liar. 29 • 
Apr. 5 • 
Apr. 12 • 
Apr. 19 • 
Apr. 26 • 
lla7 3 • 
Mq l.O • 
Ma7 17 • 
Mq 25 • 
June l • 
June 8 • 
June 15 • 
June 22 • 
June 29 • 
JUlJ 6 * 
Jul7 13 • 
JulJ 20 • 
Julr 27 • 
Aug. 3 • 

Light 
and Mediua HeaTJ 
Boabera Boabere 

1 

2 
3 
2 
1 
1 

13 
10 

~ 
1 

41 

II a Tal 
Patrol 
Bombera Purau1 t 

3 

5 

it 
2 
3 
7 
2 
4 

~ 
g 
7 -
5 

4 
4 
1 
3 
3 
1 

81 

100 
27 
25 
10 

22 
18 
73 
27 
5 

15 
10 
19 
25 
21 

20 
52 
ro 
~ 
32 
24 

_!! 

654 

Tra1nera 

28 
27 

55 

• The date g1Ten 1a tor ah1pmente br a1r. Bh1pmente b7 
water a tart t~e week a a arl1er. That 1a, the etatement 
reporting the ah1paent ot plane• br a1r tor the week end­
ing Auguat 3 would report the ab1p•nt ot planea br water 
tor the week ending Julr 12. 

'l'otal 

1, 639 

• 

• 
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a::aa:utttz ornc:z or THE ,.,rarr 
GWII'III'IMIIIII I'Oa --·D Ci "'Wae•• 

W&MP i0W0 D.O. 

I 

Auguat ? , 1941, 

Dear Secretary Jlorll"nt.baut 

I .Uh to thank ;you !or your letter o! 

August 5th, designating Jr . l!arey 'llhite u the 

Treasury representative of the COI.lllittee to deal 

w1 th the use of Lend-Lease funds to carry out the 

Hyde Park agreement 111 th Canada. 

Sincerely yours, 

oscar S, Cox 

Hon, Henry !.'.orgenthau, Jr, 1 

Secretary of the Treasury, 
Un1 ted States Treasury Dep&rtolent, 
Washington, D. c. 

400 
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110.1 

AMII'i&lill OIIUNl~ to O..or~l, ill1Miha11 Gall ... 
'lla •.a. 
..,_,, '• le41, a P•• · 
10M 

lo fM ......... b ell ._, AIMPleGA 'll .. llelr'a la that .. 

loeal ' "pert wat .... ba a pru~eul.7 .. .-.. a . • ,,...,.u 

10 181 •• lt • •-rs• • ., ~tao••• "' l u n for tM 

ll" .. t Ntlb lluata .. e Me .... PaJ'ali'IM b7 tlao f ... ll. 

ol'4• 11a11 \IM 'llaa • ... ( t) \o after alii td1ou 4lle 

\o \bot Utn•vU y of u\•llllac w~c .... ut..an bva&u• 

Uuo' 1e 1e11 uaa ... 
l.h--'•• .. \1'1.4'" are aoaf ueM. llr \u eMplnlU•• 

or &lie ... plaUou, rer 1M •••• part, 1M ... u .. u • n 

aN M \ \1'7UC te p AM ... LlUh •••• ... -..uMn 11 

'lleUI -., .. "T U.. 'lleaklo VUI1ev' 4oll'llt0 cU I .. IIJ'IICIPtat 

1a u anc .... ,.,.,.. ... 

ftle.re u. •• ..,.. • ..- • ••~ hN7 ta NPH te 

"'' •n•••h tll\wre ot 'lha•••• .u .. \M 'llepaatac ot 

lloatlilUea ta l OIP. tiM Aaerieaae pe•el•t.a~• ou·u..a 

....... ...., ..... 1 .. 11 ........ 

U h ,....17 pNtlaW Ulat Ulor• wUl Ill aa ... ..ta 

8\Ni.&l• far • llan eu•'"" W • vtaaa• "T • ..,. '"" ..... 

If ChiHIO WOftO... fb.i l 'llll 'lie ... te UIO f aot \bat 

..... of tiM wi'Uft wUl ,...-..1116 aol kaYO .-plo,...t ...... 

eta....,..,. (t) tapi'On1a ..... aha lin'"" ~·" 11 a lao* 

Of 111TJOf'\M l'aW U.\Oir'1all fOI' IN' I\\It':tO\UI'l ftl pa rpo .. lo 

• 
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fte pn~• of hel h P'e411allJ 'lle...S.q ""' u 

qUe of tho tut ~' aott 4111pnt efforh h &ft 'lleea 

402 

aade tio 1aproYt the tltllaUoa. fiLe peu1'111UtT of pel1U .. l 

&11 t at1oa, lea41 .. to ..... ,,, 11 another potentlal faet.l'. 

I. Afp&Pea.,_,, the h1l l aport of the fnii1DI el'lel' 

hat aot :ret hllJ 'lleea nal1ae4 'll:r the <lh1aete n:Mpt 1JI 

'llaaklq tlftlU aa4 aaoq the lla41DC 'lllaelDIIIMD• 

!1111 o,.._ 41"''17 atfoott the val' etfel'S ef Jqea, 

an& tho l~M aft .... ,..., eoaoeftta. !bon h -

40Ut u to lltlethel' tho lapaMM haft a pi'Opll' eonoepUaa 

ot the 11lt1Jiatt ettMt llbJ.oh tho fl'o111a& or4or vUl haft 

oa tho11' W&l' ofto:rt ae ~ u oa tho lap!\JlUI eoonoa:r 1a 

•e•lt'•' aa4 ottwr pl&MI 1a tho hi' l&et. 

1. It w1U pnlt~l:r ao loqer 'lie pretU~ll for 

AMI't.tea lllla1Mo•ea 1a .,,.,,, u •aaeae 1D tnAe, 

uaoe the floeeala& ..Uot eo thor are 11111w eppllod 'll:r dloO 

-.-. .. ea4 ._ ~tt1nlt1oe llbJ.oh aft n:peruaeod 'llf 

the tn4tn 1!MAP theM 1'1&111 rettl'lot the .t.aol'loea 

wuaee,..a' • uU•U1ee 1n lbe•ll'•'. 
fble p1 .... of tho etato ef aU4 wblu pnYallt 1a 

lbe•pe' a' the pntoat uao 1t pneeate4 la tile lulowlodCO 

~' ._ a1haUoa aa:r 'be eeeo4 'll:r ••• .atonttoa el...aehMe 

d or .._, _ oa ~ .~ .. '••« -u aa:r hi'.Ur 4etol'101'atl 

te ._ po1at lllae" theft aa:r 'be a &•oral .so4U, la "' 

aot 41o,eat htiU'Oo of .t.ael'leea lN81ao•- troa the pen. 

fble .,....,. -• ••' to taao Depar•-'1 tho t.xt ot .. 
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( 
PM 

AMEMBASSY, 

TEL!l&JW.! SEll'!' 

GRAY 

August 7 , 1941. 

6 p .m. 

TOKYO (JAPAN) . 

RUSH 

478. 

The Department desires that you call at the 

Japanese Foreign Office and leave an aide-memoire 

reading substantially as follows: 

Q.UOTB \'lith reference to Executive Order 8389, 

aa amended, which, among other things , prohibi ts 

banks and banking institutions from making transfers 

of credits or permitting withdrawals from accounts in 

Ylhich Japan or nationals thereof have an interest , 

except under licenses and regulations issued by the 

Secretary of the Treasury, the f ollowing procedure is 

pr ovided in order that appropriate consideration may 

be given for the issuance of requisite licenses per­

mitting the Japanese Government to withdrau funds for 

the maintenance of its diplomatic , consular, Ef'l d other 

official ostablishments in tho United States and per­

mitting tho official porsonnol of such ostablishments 

to withdraw funds for llViJ18 and t r aveling expenses 

in 
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·2~ #478, August 7 , 1941 , , 6 p .m, , to Tokyo. 

in tho Unitod States. Tho procoduro outlined below 

1a conditioned upon the Japanese Government according 

rooiprocal treatment. 

A. In order that appropriate consideration may 

4.05 

be givon to tho issuance or tho aforementioned licenses, 

tho Japanoso Govcrnnent is roquostod to furnish this 

Govorn~nt <nth a list of tho various official accounts 

of t l:,• r:'ficial Japanese roprosont ation in Washington, 

whc.th, .• -'":l t ho name or tho ropro~on~ation, any indiv­

idur..l. o.· otherwise , indicating tho r.auo ot tho 

acco\.l~)'; , tho namo and addross ot t ho be.nk in which 

each such nccouut is maintained, the nmnos , nddrossos , 

and official posi tions and tho nature of tho payments 

customarily modo from tho account , and the nature, 

purposo, end amount of tro monthly pnyment s 1t1ich it 

is dosirod to ma.ko from each account . The Japanese 

Govommont is also requested to furnish this Govern­

mont with information as t o how i t is proposed to 

replenish such accounts , indicating tho source ot the 

funds to bo used in replenishing such accounts, and 

tho amount of funds which it is desired to tra.nstor 

to ooch such account monthly. Tho Japanese Govern­

mont is requested, •~eroover, to furnish assurances to 

this 

. - ------- ---

• 
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- 3- #478, August 7, 1941~ 6 p.o. , to Tok~o . 

thie Government that any payments which may be licensed 

from such accounts will be mado solely for the official 

expenditures of the Japanese representation in the 

United States , Banks maintaining these accounts will 

be l'equirod to make appropriate reports to the Treasury 

Department . 

B. Information and assurances similar to those 

requ~,l od in Paragraph A above should be furnished 

by tt.c Je.pa.'lese Government with respect to each 

account maintained by the Japanoso Consulates and 

Consule:t es General in the United Stat es , as tlell as 

by all othBr official establishments maintained by 

tho Japanese Government in the United States . 

C. The Japanese Governntcmt is requested to furnish 

this Govornmert with a list or tho pe1•sonnel or the 

official Japanese representation in Washington, as 

well as a list of the porsonnol or tho Japanese 

Consulates, Consula~es General , and other official 

establishments in tho Unitod Stntos, indicating in 

oach case t ho name of tho personal account or accounts 

maintained by each such porson and tho name lllld 

addro ss of tho bank in vm1ch onoh such account is 

mnin t ained . At prosont , tmdor Gonoral Liconso No . 11, 

$500 

• 
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·4~ #478, AUgust 7 , 1941 , 6 p.m, , to Tokyo, 

.!100 por month may bo paid out w1. thout any turthar 

iiconso for living and tr~voling oxponsos in the 

United States or tha person in whoso nnme the account 

is maintained an d hi s family. Accordingl y , it is 

401 

not ~nticipc:>tod th~t liconsos will bo issued i n those 

c~sos in which the accounts eM opor~to IYithin the 

provisions of General Liconso No . 11. Should additional 

amounts bo required, oonsidor~tion will bo gi ven to 

tho issuance of liconsos ~llofling withdr~wal of such 

additioml amounts , Tho JapMoso Govornoont is 

roquostod at tho time of furnishins tho list , to 

furnish assura.-:~cos that such accounts contai n only 

porsono.l funds , that such funds will bo used only for 

tho personal oxponsos of tho account holder and his 

family within tho United States , and that this 

Covornmont will promptly bo advised i n tho event 

that tho account holder loovos tho Unitod States or 

coasos to be connected with tho ~ission . UNQUOTE. 

At tho same time thllt you lonvo the foregoing 

a1do- momoiro tho Department dosiron that you make an 

oral st~tomont, lonving n copy thereof •4 th tho 

r ft•dinr. substantially ~-• folloYis: Foro ign Office, ~~ . ...., 

QUOTE 

• 
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•5• #478, Augu~t 7 , 1941 , 6 p. m. , to Tokyo. 

QUOTE This Govornmont wiahos it understood that 

by SUBQUOTE reciprocal troatmont END SUBQUOTE thoro is 

moant rooiprocal troatmont in all aroos undor tho 

oontrol of tho Japanoso Govornmont so as to pormit 

this Oovornmont to withdra" funds for tho mo.intononoo 

of its diplomatic, consular and othor official 

ostoblishmonts 1n Japan, Unnohurio. cn d <ill aroas 

oocupiod by Japo.noso fot•cos , ond to pormit tho official 

porsonnol of such ostoblishmonts to withdraw funds 

t'or living ond traveling oxponsos in Japan, 11:mchuria 

ond othor aroas undor Japanoso control. UNQUOTE 

FE: JMJ:MHP 
AA:DH 

FE PA/H 

HULL. 
(DA) 

A-A 

408 
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(Col)7 of ••oranb roeobod fl'OII llr .. _ 
:BeAk at !lev Yorlt ....... ,._ 0 ~'-- ,_ • .... oleo of tho Jodoral Roaono 

oq ...... o.....-an .., tho fro...,.., t 10 cop71D« Mil~ reeelYed 1>7 ,.1 1 1 a 0
• "'· • ~at 7, 1941 •• 

Legation.) nanc • Attache B&•ao froa the l!ungar1an 

Pur~U~nt to tho a......, llwlprian oconaaic necotiatlona 

tol'lDiiiAtl<l. a fw dqa ac<> we hoYe deoide4 to UDU)r t ho exchan&e 

pre~Diua on all forel£11 •xchan&e v1 th the exception ot tho Lw 

whereon we ha.,. no premium at all. 

The unitled pr..,ium h identical with the e:r:1otin8 

prt'Alllll of the Reich..,ark. 

Rocarding the Svlot Franc M4 tho Swodhh Irona the 

abo•o-atatod dacia1on will be coarrlad tbrou&h in the noaroat 

tutura. 

.la tar aa the Italian Lira 1a eoncernad negotiationa 

ara in progreao v1 th the Itali8J1 exchen1• a~>thori tie a aa e.ceording 

to the ex1atin8 underatanding between Hnngarr and It~ the 

premlllll on the Lire can only be aod1tied in common agreement. 

Tho unification of the prOQ! a doea not apply to the USA 

Dollar and tho Pound. Sterling. 

~e quotation of theae foreign oxchongea and. curre~eiea 

baa boon waponded conoicl.ering the ft.ct that in preaent circ:lla-

atancoo wo han no tr11Alll:14 pooaibllitioa with the llritiah :£Jopiu 

and. tba tlnited State• and 1n conaaquanca or moatureo epplied 

towarcl.a our balencea in thoee countriot vo ha.,. no pouib1lit7 

of making or reeebing p&1'lonto 1n either of th• ae.n tor 

aporadie amall liconaea obtalned in tht United Statot. 

!hit impliea that tho National :Bank will neither buT 

nor ooll Pound Storlilll or Dollara • 

.lo re&ard• our cl.obt oonico tht laot '""otaUon will bo 

lq)plil<l.. 

C.blo rocoiYod in Waobington, ~·t 2, 1941. 
- ~---
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·~ 01 ftLIIIAX 1111n11 

,_. AMI'I.IM Leiatloa. •e••••• ......... 
.... ..... , '· lHl 10.. lit 

lftlcm.t OOWDU!UL, 

he f.Uewi .... lltl ... """ ....... fii\1Na7 "' 

410 

tile 11..,...... llaletv tu l'orl1p Ufa1n wUil ,.,. .. , te 

lllaat tM ..U• ef !Ue .... _, elle11ll be te11aN fl.­

• he h S'atrl Lilt If CII1'WA llllbl latl--.le& 

(1) ftat ...,_, ._ tM pe11., ef tile Apaela !el'lllllal. 

'- .... .u auaa•• wt til re.,.,, te ...... , .. u pert, u 
tr Edt• er M ......... MN!teMiel frlP•tet la 0. 

............. I ... 1114 Otlaill' _\1'1 ..... tile ... -u 

taa1M1 le ..,.., "' the laUoaal aau ef lle.,.... 

(I) 'I!M luk !tat Httea 11111'0 110,000 nelf te ll!tl• 

..._ halite ,., *lela ... 'eBtll 11 r- JqU bae Mt ,., 

..._ I'MelftA. .._ IUIIb .. _,,..,, 11 l'ftll Jepea 1e 1a 

U'aadt.,. 11Mer eeat,..t ae a ,.n ef t!te _,rnnUoa 

·a ... , .. -. ..... Jepea ... 11........, ±xu 11•~• 

.....,, _. •• t ,.,., ee ._ 1\ 1e eoul,... te tli'IU 1a 

lb ........... -· ........ tile "''" 

(I) Aft r.Mt IIYIN4 b)' an 1netoea•• lettll' fll 

..alt r.. al,.... .. n ...... "•• •ret~.• .r o. 

laUoael 1&1* et 11...,... ,.4 !tell ta lew Ye~ "' tM 
latltAII1 
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lat1oaal 01'7 lallk ft ...... &I 110aftiiWI aM DO l81111r 00 

lapaMM 1D Ue.r•Ur, or h 111oh loUor n'ltJoo\ h \U 

VD1\ot 1\a\oa ...,._, r..oa111 lapaa• •• tuA41t 

t•) !Ill la\1oaal. laalt of 110arapa owaa \U Ooapaa1a 

.. reaa\Uo 4o Ul\11 ear. lb.ouU \he l a\tor t1re 4" l1ao U 

llq MftM fNa no* U1\ot t1re1 or UMI1..S.4u.l.ot 

(I) Do1111. U. laUoaal lallk of l1oarapa1 1 ba*1111 

epon.Uoal "'to U-a\1M ... 11 M tar 01 blt.lk U do4 tUSI ............. , 
U YOI ..... 111M 1lf \U lt1111'er \ha\ \ hi 11oar ..... 

Genraaoa\ 1a Uo •4oa'f'Oro w ooeplot olr oooporat o wU.h .U 

Vat'•' 1\a\o• 11 aazioue \o 10 'o ·~••· rae D~p&rtsoa\1 o 
roplJ' .....,.. Uta Lop.Uoa Y1ll bo ooaa1UJ'04 4ot1D1Uft 

llof tho 11oaftoiUJI OoYo~oa\0 tUliP \U lharOIUI ll1a11\0r 

1a v1rs11~oa Y1ll 'Ito aftlla'ltlo t or \ hi pupoeo of 4hhll111 

\hloo .-uuoao w1 tll \he Dopar•••· 

I • ) c. 
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TO 

~ 
..... "i 

«.o' 

...... 
c.'<~>~ 

TREASURY DEPARTMENT 

INTIR.OI'I"'CI COiolloiUNICATION 

Sooratar, MorcootboA 

CO NFID E N TIAL 
Rocil torod l tor linc tr&nl&etionl of tho roportift~ bank . 

-. I vert &I follOVII 

Sold to coaoroial conoo-o 
Pur ha · ~ £13,000 

c ood troa co-rcial oonooroo £53,000 

412 

Jodoral Rooo"" Bank of ITo y r1t 14 
l>xpraoo Co01peo117, w o I O £20,000 rap otored ohrll"C to ~rican 

Opoo aarltot oterllnc woo quoted at II,OJ-3/Ii unoboA 4 • 
reported traD.aot l oDe. • &"' • &Au. there w re no 

In Wow York, clotiDC quotationo for tho t i 
11 

tollowoa oro en curroncleo llotod below voro 

Canadian dollar 
Argentine pooo (tree) 
Brazilian milroil ( troo) 
Urncuqan pooo (free) 
Coloablan pooo 
Koxican peoo 
Cuban peoo 
Veneouolan pooo 

1~7/8~ dlocount 
.2385 
. 0505 
.11380 
. 5800 
, 2070 
1·1/1~ diocount 
, 2675 (oft . 0050 on thin urltot) 

In Sbanchal , tha ruan rate Yll ott 1/1&1 at 5-1/321• 'l'hlo h tbo 1owoot 1inoo 
1!117 14, 191io, Ybon tbo rate ,.. 4-15/1&1, Storllnc decll~od 3/111 to 11,00.1/21• 

'l'htro voro no cold t ran1act1on1 cooouaatod b7 uo toda7. 

llo DIY COld oogeceMAtl wort reported. 

'l'ho London tixiAC prlcoo tor opot and forward oll.,.r voro unchaoged a t 23-7/1&11., 
'l'ho U, S, oquiYaloot of tbio price ic 112.55,, 

'l'ha Troaourr'1 porohaoo prioo tor t orlicn ollnr w• unchaoged at 351· l!aod7 
and ll&raaA' o 1ottleaont price tor foreicn oilnr ""' a1oo unchanged at 34-3/llj. 

Wo 1114• t wo purchaoll of 111nr uountloc to 150,000 ouocoo uo4or tho Sllnr 
Purcha1e J.ot, Ot tbll -uot, 100,000 ounooo roprooontod do»ootlc loYontorr t or 
opot doliYor,r aD4 50,000 ounoo1 con1i1t1d of n1v production t or tutoro del1Yory, 
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P.:RSONAL AND Sl!JCRET, 

Dear Mr. Secretary, 

IRITIIH UIIAIIY, 

llfAI HIMCTOM . 

August 7t h, 1941. 

I enclose herein for your 

personal and secret information a copy 

or the lateat report received from London 

on the military a1tuation. 

Bel i eve me, 

Dear ldr. Secretary, 

413 

Very sincerely yours, 

The Honourable 

Henry ldorgeothau, Jr. , 

United States ~reaaury, 

\·,·aehington, D.C. 

/~ 

• 

j 
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.. 
Gol'l::IAn ahlp "l'r nnltt'I&J't" 111121! \ ona, 

1a~arcap\od 600 ~loa a outhwaa\ Aaoraa b7 ocoaa boar~lna 

Yaaae l, ws a aollHlacl , C6 prlaon.,r o \allen 1 d:nu1o1aa twan\7 

ot crow aliaa1na . ..arl )' on 6 th .- L con• ot aHttc i<od 

woe\ ot l r d ltind , 6 ahl~a torpa4oad. U-boa~ , •• al~~ad 

aa4 boQlbad b7 oacor\ Yaauala. 

e. dfpgh•li wua beftbad nlah\ or 2nd/ 3r4 bJ 

~hlr~aen • alllo.sLona , who aL10rLad n rca . . on. t< lcl o od 

s uaa attaolc"d ol~h t or 3r d/ 4th by 8111811 rorc:e or .,o_, 

\loalbara. No aerloua dllJJIII<Je IJUL canal 1a closed. 

Auguat P.nd , wo repul s ed l~al1sn attock 1n 

Wolobat1 \ area and c:ooo t arot tacked , k lll1n1 26 Italian a 

eDd \altiDI 13 prlaonera. Our c:&aualUe a aUght. 

•• kuttltr 

, ose oar~n p roa raas aollth enat orkbo• 

and alao oorU1 and aou\ b Klett. I nd1c ot 1ona or te:aporui'J 

deadlock a\ s.olaaek. uarman ooauhha to und or July 

~ .. u .. tad one 1111111oo. 

• 

Regraded Unclassified



RES1RICTED 

0..2/2657-220; No. 461 U.I.D., W.O. 12:00 W., August 7, 1941. 

SITUATIOII REI'ORT 

I, Eastern Theater. 

~~ The Russian co~que ot Aurust 7 reports 
fighting in a new area: •rn the direction or Kakisalml.", a 
town in former Finnish territory on the northwest shore of Lake 
Ladoga. 

Very little information has been received from 
the rest of the front. The encircled Ruuian group near than, in 
the lower Ukraine, continues to maintain a strong defensive. 

Air: The Soviet reported action egainst German ground 
units and adVance air bases. 

11. Western Theater. 

!!!:• Winor activity. 

III. Mediterranean Theater. 

!!!:• British planes continued night attacks on SicUy. 

RES'l'IUCTED 

415 
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