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TREASURY DEPARTMENT 
WR&hi ngt on 

FOR RELEASE, MORNING NECASPAPERS, 
Tueeda~i October 2g , 1941. 
16/27/ 

1 

Press Service 
No. 2!-23 

The Secretary of the Treasury announced last evening that 

the tenders tor $150,000, 000, or thereabouts, of 91-day Treasury 

billa , to be dated October 29, 1941, and to mature January 2!, 

1942, which were offered on October 24, were opened a t the Federal 

Reserve Banke on October 27. 

The details ot this ieeue are ae follows: 

Total appl i ed for - $269,4o7, 000 
Total accepted 150 , 010, 0~ 

Range of accepted blde: (excepting one tender or $10, 000) 

High - 100. 
Low 99 .973 Equivalent rate approximat ely 0.107 percent 

Average 
99 . 9g3 " " " o.o67 • Price -

(73 percent of the amount bid ror at the low price was accepted) 

• 
- oOo-
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Operator: 

HMJr: 

Ootr a t or: 

Harry 
Hooklns : 

H: 

!t'!Jr: 

H: 

Hl'.Jr: 

H: 

H!(Jr: 

H: 

H!(Jr: 

H: 

!iJJ,Jr: 

H: 

HMJr: 

H: 

H!~Jr: 

H: 

Hl!Jr: 

Mr. Secretar y. 

Yes . 

Br. Ho~kins . 

Henry .. ... 

Good mo r nin;;. 

This le Har ry . 

Henry. 

October 2S, 19~1 
8:56 a.m. 

Henr;r, I •:onder l t I could see you th i s 
mor ning abou t t his nusalan business. 

Sure. 1 ou know I 'm comi nb over to see t he 
President a t nine- tiUrty. 

Oh, good . I'm going to be there , too . 

You got A note on it, di dn ' t you? 

Yeah. 

~ell, I could .. .. . 

Khy couldn't ~e do it r i ah t af t er that? 

·.:e can. 

Or if we get a chenoa, What would yo~ t hink 
ot asking !·lay t o a teo out and eee 1t the 
Presiden t won ' t talk with ue about it? 

\•onderful . 

'' hat? 

•:.onderful . 

I • .... 

Ha r ry •.• . . 

2 
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H: 

IIMJr: 

H: 

HMJr: 

H: 

IIMJr: 

H: 

HI'.Jr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

!DI.Jr : 

H: 

IIMJr: 

H: 

HMJr: 

H: 

- 2-

Yeah. 

••••. what I'm doing thia morning- I ' m glad 
I haves chance to talk with you, but I know 
I've gotarour support. I ' ve been doing a 
l ittle underground work ••••• 

Yeah. 

What? 

Yeah. 

••••• and I want t o keep i t to the President 
and you •.•.. 

Yeah. 

•..•• trying to ge t the President a little 
excited, see? 

Yeah. You mean about 9roduction? 

Yeah. 

Yeah, t hat 's all right. 

Only on oroduotion. 

• 

3 

That's all right. I'm delighted you're doing 
it. 

You see, becauee i n thie whole question or 
how we' r e going to go from t he present f ifteen 
per cent only or our errort on war procuction, 
to a hundred per cent. 

Uh huh. 

See? 

Yeah. 

I'm not interested in how it's divided, but 
I am interes ted in how it' s manuf ac t ured. 

Yeah. All right. I aeaumed something l ike 
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RMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

!l: 

Hl<Jr: 

H: 

HMJr: 

H: 

HMJr: 

- J -

th1a was in the wind. I'm delighted. 

You are delighted? 

Oh, God, anybody that can add any thing to 
this fire •••.. 

Well, it's - and I want you to •. . • . 

Because one or t he difficulties, Henry, it's 
like nutt i ng your fiat in a pillow. 

Yeah. 

All or us keep putting it in - you punch it 
in somewhere, and it comes out agai n. 

Well • .••. 

Because or the various kinde or stalli ng 
that goes on. 

I know. '·"ell, I had 
with the President. 
and he told me •.••. 

a heart-to-heart tal k 
He seemed interested, 

Yeah. He told me you did. 

•. •.• to come back and he said that- come 
back again and again. 

Well, t hat's tine. That' s gr and. I'm de­
lighted; I'm tickled to death . 

And I don ' t know that- I Just don't know 
ot anybody that ' s ap~roaching him with 
this !rom a disinterested angle. 

That's right. 

ll'hat? 

That' a right, 
very helpful. 
punches . 

Me? 

Henry. I think t h1a will be 
I hope you don't pull any 

Regraded Unclassified
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HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

I!MJr: 

H: 

HJ(Jr: 

H: 

- ~ -
Yeah. 

ilatoh me. 

All rigbt, old boy. 

And I'll eee you at nine-th1r ty and then 
we oan - what angle on the Rueaiane do 
you want to do, eo I oan ••••• 

Well, the terms upon wh1ch we oould give 
them Lend-Lease. 

Oh. Harriman mentioned it to me when he 
waa over here tor lunoh. 

I aee. 

Did the - the President spoke to you about 
my being there. 

Yeah, sure. 

And he seemed ••• . • 

Oh, yes. He's very much interested in 1t. 

Good. 

All right, old boy. 

Good-bye. 

Good-bye. 
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Norman 
Thomoeon: 

Hl-lJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

l!MJr: 

T: 

HMJr : 

T: 

HMJr: 

T: 

HMJr: 

T: 

:tea, air. 

Ootober 28, 19~1 
2:58 p.m. 

It I oan 'et us out or all thle OEM i nvesti­
gation, I d like to do it. It's Just a damn 
nuieanoe, and I' d rather have it out or t he 
Treasury. 

Yeah. There'e no question about that. 

I don't agree with Gaston. 

Yeah. Do you think we ought to try to get 
it :lUt? 

I'd try to get out or it. 

Ot o:~urse , the order's over there. It's 
Just a questi on or whether t he President 
t41ll sign it or not. 

Well , you mi,ht tell the Chiet Clerk over 
there - what s hi s name •.... 

Forster? 

Forster, that I'd be glad it the President 
would r elieve me ot it. 

I'll do that. 

Tell Forster I'd be glad. 

I tried to get McReynolde to eee where it 
s tood, but be's out ot town and won't be 
back until Tbureday. 

Well , tell Forster. 

Okay, eir. 

... 

6 
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TREASURY DEPARTMENT 

INTER O FFICE COMMU NICATION 

DAft October 281 191,1 

To Secretary Korgenthau 

~,.o,. Kr. Thompson 

The proposal of J. Edgar Hoover that a rooa be eet aeide 

in the Treasury Building for the uee ot hie inveot18atore in 

interviewing Treasury empla,rees in subversive eaeee is satis­

factory. Kr. Hoover alread,y hae eent me word that he would like 

t o have one of his men start next Kondq, llovllllber 3, and I will 

ao arrange, the interviews to be att.er houre . 

With respect to Kr. Hoover's 8Uifelt1on that we continue to 

handle investigations of defense agency employeeo, I concur in 

the s t atements in the attached memorandum from Kr. Gaston. 

Regraded Unclassified



IIJ dMJ' lr. AttOI'IIeJ O.Oonl.l 

J baTe 7our l.ttor of October 18th, ln whlch 7 <1fl l.JI!oftl 
... U>&t, with t bo a ppron.l of tbo Prea1dellt, 7011 baTe directed 
t ho P-nl ........ ot Innetl.K&tioa to 11l8t1 w t• 11lY .. t1j[at1oaa 
ot ""1'1 ...,107 .. of tho Gon..-t conuf1Wic ..,._ C"O'O;>lalato 
had been recei Ted that t.b.q eero ...-ben ot ... trtonin cr~M­

Uou, wbennor the Pedonl ...... ., ot lnYoet1p t1on reeei.,.. 
1nJ'o.-t1oa or ~OII;>l•illh ebow1nc reuooable ~ tor t&ltUc 
a ct i on, oucb 1anet1pt1ooo to be ..Sorteken without noUu to 
tho bead of t ho -"07111& depo rtaant or aa-p. 

You indiut• that at tho conclunon ot the ianetl.Ko.U• 
a taotll&l report witbollt r ec_,eNI&t1on will be t.......Ctte4 to 
tho head or tho depo.rt.aent or &fenGT tor a4111ni.tro.tin actioa, 
and raqooot t bat 1ll ... ob ouch ia.tanco, a etat. ... nt be oubaitt &d 
t o 7011 ao to aotioa \Ilk., 111 t.bo Mttor, wb.thor b7 •1 ot 
Ollellorotlon, dbeiooal, or otbor ade1n1otro.t.1TO d1K1pl1M. 

PollowiJir an l.JI!orMl arranc-t with llr. J . IQpr Hoonr, 
a ,_ will be a.t aei de 1ll tbo frouurp •1141111 - ... , o.ttor 
ott1co bouro, an 11lftot1,eat.or or tho Pedenl. ....... ., or Inn.t1&• ­
t1oca M7 intorrt .. rr ... OIIf'1 -lor- 1ll caooo o.r tho aat.an 
rot.rrod to. I UIICiontand that llr. llooo'or wiahoo to baTO theM 
int.rrt .. o bec1ll on llondo.y, loYeeber ). !bio will be eat.1aract of'1 
to tho Treaouf7 . 

Tho Hooorablo 

fho Att o tDo7 General of t.ho United St.atoo. 

'tl<Tuja 

l: t~ 

., ... _11•' ~ ~~ c 

., 

• 
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.... ..._llfJ_,.... ... 
Wllllft ~ ~ llf Julin 

..... bqjlu ...... 
October 28, 1941 

The Honorable 

PERSONAL AND CONFIDEIITIAL 
BY SPECIAL J.!ESSEI'IGER 

The Secretary of the Treas1117 
;/ashington, D. C. 

li)' dear lir. Secretary: 

As of possible interest to you, the .!'ollow:lng in­
!ormat.ion has been received troa a ccnt1dential source with 
reference to the activities o! Pauline Rossen, telephone 
operator !or the Bell Tele;:>hone COIIlpany, liewburgh, Nn York: 

Pauline Rossen, as a result. ot her position, baa 
been observed monitor ing the telephone convers~tions going 
to your home throogh the Ne>ot>ure)>, New York, exchange. 

Pauline Rossen is described as being a rabid Nazi 
sympathizer and bas stated that Hitler will conquer the United 
States within another yecr . On one occasion when she was ac­
cused of being a Nazi, she retorted, "Well, what it I am?• 

A detailed invest:4!ation is beins made into the back­
ground and activities of ~auline Rossen with reference to her 
alleged pro-Nazi sympathies, as woll as ber other activities 
that. •1€ht. injure t.be internal security o! this country. Up­
on the receipt of pertinent Won:at.ion in this regard, it will 
imediat.ely be brougbt to your att ention. 

Sincerely your a, 
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RE COAS"' "ltlARD 

Present : 

P. . ''.Jr : 

"laston : 

'':'nesche : 

October 28, 1941 
4 p.m. 

Mr. /}aston 
Admiral l'laesche 
Ur. Thompson 

12 

The reason I asked t o see you gentlemen is 
this : I said something toUr. /}aston about 
v1hat provision, if any, had been made in case 
of wa~; in regard to Coast Guar·d . 

He came back and told me about Order number 
one , which, as fer as I know, nobody ever 
even told me about or showed me, or anything. 
If I am wrong --

I don't believe they did . 

No, sir, I guess they didn ' t . If theJ didn't 
it was - the blame rests on my 3houlcers . 

7he proposition is this, th~t just informally, 
in a wa~, the Coast r.uaro and the Kavy got 
together as to hor. v.e would dovetail in to 
the Navy if and r.hen the President issued 
an Executi ve Order, or war was declared . In 
view of the fact that nothing tllerein contained 
in all t hose arrangements Y:ould go into effect 
at all or have anv \'eqring until afte r t he 
Coast Guard v.as completel {' under the Navy, it 
just appe P. red to me tha t 1t was something 
thnt you would :~ot be particularly interested 
in, as you 1.ould have nothinc r.hatsoever to 
do "ith it . 
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t;aston : 

B.ll. Jr: 

Gaston: 

H.M.Jr: 

Gaston: 

13 
- 2 -

In other woP6s, the arranBements were made 
but had no bearing on the Coast Guard at 
all until after the Order was issued for us 
to go under the Navy, and then it was a 
matter as to how we would fit in to the Navy 
organization. 

It is a war plan. 

Yes, but that - I can understand that, but 
that" wasn• t the understanding that I worke'd 
on and that I understood the President approved. 
I mean, this whole fight that has been go1ng 
on between ~nox and me. 

Do you want me to review that from the first 
here, just what happened on that? 

Yea . 

The - I have a memorandum here of Y.OUr con­
versation ~ith the President in which, 
after you had submitted to him our plan for 
turnin~ - over the seagoing fleet, the President 
said , That is what I want . " Then as you 
told it to me, the President said he didn' t 
think all of the Coast Guard ought to go to 
the Navy, even in time of war, that we ought 
to save out some of the s t rictly civil 
functions , including icebreaking. 

When the Secretary repeated this observation 
in the nine thirty meeting, Foley interposed 
that it couldn't be done , that the transfer 
of the entire Coast Guard was mandatory, 
that is, in time of war. I said I thought 
it ought to work both ways, and you said you 
couldn ' t see whl the thing wouldn ' t work both 
ways . Folef sa d he thought it would 
require leg1slation and the Secretary asked him 
to look into it. 
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~' ." ' . Jr : 

';as ton : 

- 3 -

·sell now, they did look i nto it, and they 
did prepare legislation providing that the 
~resident mi _ht detail , either i n time of 
peace or Mr, a part of - i n other wores , 
that it could be divided . I sent tha t 
over to Coast Guard for their comnent, and 

14 

if you will recall , Admiral V.aedche expressed 
very strong objections to it, and I l"iro te 
you 11 memo May 19 About hi s ob jec tions . 

Yes . 

They l'lere in substance, one , in time of 
action or· hostilities, all of the activities 
of the Coast Guard are a necessarv pert of 
the national defense ann can operate most 
effectively under direct Navy contr ol. 
Tv.o, he believes that to inject this proposal 
into this si t>1ation at this time wi thout 
consulting the Navy nepn r tment in advance 
11oul d create fric tion and di scord which Muld 
make our situation much more difficult . 
Three , the proposed amendment ·.·.oulc be injur­
ious to Coas t Guard morale , since Coast Guard 
officers and men t •ke pride i n t he record 
of the service in various v:ars and regard 
thereselve3 as an essent ial part of the fibhting 
services . 

Ther·e is more of it, but thoae are the 
eoaential part s . 

~hen I - you had me in to t alk arout that 
on May 23. 4dmi ral ·.•:aes che says he was 
o resent , althoubh I had f or gotten that , 
i ~de a cecorandw:l to l~r . Cai rns et that 
t ime, r e turni n; the d r aft of the l egislation 
to him ano saying, '1 n view of the very 
strong objections by Admiral Vinesche 
I recommended to SecrPtari' ~:O ~&""thau yesterday," 
~~ry .. 3, that 11e drop the matter, Jnd he a;;r eed . 
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What was that? 

That was on !lAy 23. 

Repeat that, will you please? 

"Ur. Cairns: In view of very strong objec­
tions by Waesche, I recommended to the 
Secretary yesterday, May 23, that we drop 
the matter, and he agreed." 

That is Cairns? 

I wrote a memorandum to Cairns saying that 
I bad discussed the matter with you, that I 
recommended the matter to you that we drop 
the effort to &nend the law and that you 
agreed. The Admiral says he was present at 
that conversation. I have forgotten that 
circumstance. 

Yes, I was here when tho Secret&~/ turned 
to you and said, "Well, are you willing to 
drop it?" and you said, "Yes . " 

That refers to the obligatory transfer of 
the Coast Guard to the Navy in t ime of war 
and that is what this plan one deals with 
in time of war. The obligatory tran.sfer 
of the entire Coast Guard to the Navy. As 
the law now stands, the General Counsel's 
Office has held that there is no option, 
that the whole thing goes to the Navy and 
so I probably was at fault in not showing 
you this plan, but it is rather a technical 
detailed matter , and I thought that it was 
pretty much an internal Navy matter since 
we would, under the General Counsel's opinion, 
have nothing to say about it . 

Let me just ask you one question. I take i t 

. 
• 
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from all of this that in case of war you 
(Waesohe) want what, as far as the Coast 
Guard is concerned? 

16 

I feel that in time of war the Coast Guard 
should go under the Navy, Mr . Secretary. 
VIe are by law a part of the land and naval 
forces of the United St ates and that legis­
lation was passed entirely on the theory 
that in time of war the whole Coast Guard 
passed to the Navy. That is a matter of 
considerable pride in the Coast Guard, and 
I feel it would hurt the service consider­
ably if in time of war we--

If that is the way they feel, I wouldn't 
lift a finger to change it. I mean, I 
wouldn't make any- I was under the impres­
sion, I don't know where I p,ot it, that you 
wanted to stay in the Treasury, and that the 
President - I certainly got the impression 
that the President - because he asked me , 
what will happen to Vlaesche and all that. 

Mr. Secretary, ~--

I don 't know where I got i t . 

~ opinions in the matter are very well 
defined and very clear cut and always have 
been. I feel that the Coast Guard in actual 
time of war does belong under the Navy, and 
I feel even more stronely that when the 
country is not at war, the Coast Guard most 
decidedly does not be .long under the Navy, and 
I feel that that ground is sound and could 
be defended before any fair minded group of 
men. It is a mat ter that I have given 
thought and study to over a long period of 
years . 

In the history of the Coast Guard there havebeen 
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seventeen occasions where it was determined 
definitely that the lfavy should take full 
control of the Coast Guard all the time 
within time of peace and in time of war. 
Throughout my thirty-five years service 
I have consistently and in some cases bit­
terly fought the transfer of the Coast 
Guard to the Navy in time of peace . I 
am probably one of the few officers who, 
throughout their whole service career, 
have felt very strongly and very decidedly 
on th.at point, and I feel just as strong 
if not more stron~ly on thst point today, 
but I do feel that there are many reasons 
why the Coast Guard should be under the 
Navy in time of actual warfare. 

Well, that clears up that . As far as I am 
concerned, it is a closed issue. 

The Merchant Ship Control would go to 
Customs if you went under the Navy, wouldn' t 
it? 

No, it wouldn't. There is a statute in 
Congress under which all of that Captain 
of Port and Merchant Ship Control uork -
the powers of the Secretary of the Treasury 
would be passed to the Secretary of the 
Navy. 

I see. 

You can' t administer it without the organiza­
tion to administer it. 

O.K. 
And I made that recommendation to you solely 
on the same ground that you put it, on the 
ground of Coast Guard morale. Frankly, 
I was quite surprised to find the very 
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excited reaction in the Coast Guard when 
this su~gestion was made for legislation. 
It conVlnced me that it 1vould be vecy 
destructive to morale . 

I mean, t he whole time 1 have been here I 
have kept the fieht up to keep Coast Guard 
out of the Navy, but I didn't realize that 
in time of war ther wanted to go under the 
Navy . 

Yes, sir. Of course , rou understand that 
Coast Guard in time of peace is ver7 de­
termined, particularly in ~ own mind, that 
we want to stay in the Treasucy, and, as 
a matter of fact , the history of ~ record 
in the Coast Guard "ill show that vecy 
strongly, and I feel more strongly now on 
that line than I did before. 

O.K. Thank you. 

18 

Here is a letter that I sent over for Coast 
Guard - for the Admiral to prepare a routine 
answer on. On second thought, I thought 
Y.OU might want to take a look at it. 
(Letter from Secretary Knox dated October 25. ) 

Miss Chauncey showed it to me. 

It is exceedingly high-handed sort of busi­
ness. 

Well, I don't see why, if it is agreeable 
to the Coast Guard. 

Well, they first start in by saying they. 
want a boat . They have made all arrange­
ments to train the Haitian Coast Guard -
to have the Coast Guard train it. They 
first say, because they lack a boat . Then 
later on in the letter it appears that what 
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they lack is not a boat but a boat and a 
ere~ of offi cers and men to train the 
Haitian crew. They even go so far as to 
tell us where to sond this boat and what 
Coast Guard officer t o have it report. 
Then notice the last paragraph - the l ast 
label under the signature . If you think 
so, we will write a routine answer saying, 
"O.K., we vtill do it." 

19 

Here are a couple of things the Admiral just 
handed me . One is in regard to 11ew Hackensack 
air port , a memorandum f r aa Sinton. And 
there is a memorandum on repairs to the plane . 
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Subject: 

--·-
TREASURY DEPARTMENT 

UNITED STATE$ COAST GUARD 

WASHINGTON 

28 October, l9U. 

Repair parte tor the R50.l AirpJ..aDe, V-1.88. 

l. Repair part• tor SQbject airpl.&DI will be llhipped 
t na tile Loekh"8d Aircratt Corporation, aa-balllt, oa l'ridaT, 
)l October, l9U, aDd will a.rrln at the »aftl Aircratt Facto17, 
Pb1l&clalph1&1 on 12 lot611ber, l9U. 

20 
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( U . S. COAST GUARD Q 

COULAOIIT 

COMDT 

fkQr INSCCA1R BURBANK X RE~AINDE~ Cr-REPLACEr.tNT PARTS FOR ROCER 

FIFTY DASK ONE AIRPLANCt 4 DASK 188 VILL BE SHIPPrD FRO¥. LOCKKEED 

AIRCRAfT CORP BURBANK fRIDAY AfTERNOON 31 OCT 1,_1 X SOUTHERN 

PACIFIC BURBANK KAS STATED TKAT PARTS LtAVINC BURBANK ON THAT DATE 

WILL ARR IVE NAF PHILADELPHIA PENNA ON 12 NOV 1941 

·--
) 

) 

) 

OFFICI,U INITIALS •u 
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ASSISTANT SECRETARY OF TilE TREASURY 

October 28, 1941. 

TO: Secretaey Korgenthau 
FRCM: Kr. Gaston 

Since I wrote the attached memo­
randUll to the President as to Kra. 
Nan Hone;yman, lliu Chaunce7 has .handed 
me the letter to 70u !rom Frances 
Perkins, in which she reports that the 
Preaident said: "Tell Henr7 Morgenthau 
that I say I want her appointed." 

I am attaching a suggested repl7 
to lliaa Perldns . 

Attachllenta. 

-

22 
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October 28, 1941. 

Uy dear Ur . President: 

I')':• .... 

Thit i s to aelno~led r.e your meaorandum of 
vet?ber 24, wl t c whi ch you encloaed a letter f rom 
FrUtces ferkina su;:-ullnr l lae arpoin tcent of i.:ra. 
~an LOCe~an t& Collector or Cuslo~a at Portland , 
~re ·on , upon t he ex~iration or tne tar~ or Jud&• 
t re~ : La~ or Salem, ~hich expires on 4pril 30, 1242. 

~ • • LOne;man, &a you know, La e ~oman or 
fine ability and acco~pliahmont and I have no d~ubt 
abe •oulo make a capable Collector in ease you ahould 
dec ide it. llould be wl se to make a change. 

T11e preaent Collector , Jude• t' lek, took offict 
on t.lay 1, 19311 , followln c; the death or hia !lemocratle 
nredeeeaaor . He baa dont a conaclentioua , al though 
not nutatandinz , job and rtporta tn ~• are that he La 
e nan of r ood atandln6 in hla co~unlty. 

[ &Ill returnin~ your no te and attaehaenta. 

Sincerely, 

(ll .. oll 1 . •\'tfttiiiW• 7,; 

Secr etary or the ~reaaury . 

'i'he ?resident , 

The •bi te houae. 

T ,ti -
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T HE WHITE HOUSE 

WASHI NGTON 

' . 

Oct ober 24, 1941 . 

,,JlliORANDUM FOR 

THE SECRETARY OF THE TRF.ASURY 

l'lh.e t do you th 1 nk? 

F. D. R. 
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Ooto'be.r 281 1Q41, 

Dear Franceu 

1 ha•• r our aote of your eon•eraatloa with 

the Prealdent eonoernlnc tha dealr• of Xra. Ran 

Honer-an to be appointed Col leotor of Cuataaa at 

Portland 1 Oregon. on the ezplrat lon of the tara ot 

t be preaent Colleotor. 

1 ahall bt glad to diaeuu thla wlth the 

President at tbe t lrat opportwnltT• 

Slncerel)', 

(11.,...1 Bo=7 

• Seor etar1 of t he Treaaur,r. 

The Honorable Franoea Perklna, 

Seoretar7 ot Labor. 

liJo' JI- IJil' f : I q 

7'/. ??1. e. 
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DepartMent Of Labor 

Office or Secretary 

Washington 

October 24, 19~1 

CO:lf'I :l£!1TIAJ.. 

Y,pmorondum tO the Secrptary or Treasury 

FroM t he Secr e ta r y of Labor. 

ehall b!" 
tl e~· :tor k 

I ~m wri ting you t hi s mPmo randum 
at the In t er national Labor OtficP 
ell next weer •. 

because I 
meetings i n 

29 

I had a talk >~1th the President after Cabi net 
meeting today with r egard to !lan Honftymon or Oregon. He 
eai d t o me , " \ihy shouldn ' t ilan Honeymon be made Col lect or 
or Customs?" I ea1c , "That is t he one thing ehe wants.• 
He eoid , "Good . Tell Henry llorgenthau t ha t I sey I want 
her aopoi r.ted .• I am therefore carrying out his direction 
by t :ie note. 

!!r P. Hont yman spoke to me about this oatter when 
I woe in Portlend recently. 

( S1gned) Fra nces Por ki ne 
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E-:7.::...:-- '1JC~~~ 

October 28, 1961 

Hon. Henry llorpntb&u, Jr,, 
Secret ary o! The Treaaur,r, 
Tr.U1117 DopartMct., 
• uhlnct.on, D. c. 
Dear llr. Secretar.r• 

Con!u.ing rq t.elopbonlc coaftre&tion 
with your o!!ice toc!s~J, I han be., r~ated to not.i!y 
you t.hllt. tho CoJ!IIIit.tee to laTeotipte Nonaaaenti&l 
Federal Bxpenditurea w1ll -t. at 11 o ' clock to.>rroor 
.110m.ing, 'lledneada,r, October 29 , ill the Finance Cc...tt.t.ee 
Ro.,.., !U4 Senat e ot!ice Building, 

Sincere~ youre , 

Clo rlc 
S..ate l'i.nallce COMit.t.ee 

3! 
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_ y ... or., 

llr , Keary llorpntbau, Jr. 
Se oretary of tbe ,.._..,.., 
!rea....-y De~llt 
holliJI«ton, Do C, 

Ootoar 28, lNl 

Tb&Dic you for your letter, 
I quite 'QIIderoteDd tbe oit.tion 11.114 wioll you 
to 1auJ11 tbot I ollall H YU}' clad. to ad.TiM 
you in refere,.,. to tho radio provu, ollould 
you wioll it, 

Albert Stoooool 

AS: o 

32 

Regraded Unclassified



.. 
~IIJ'&l'&Un Stat••"' ot Sale • Dllr1us 

71rot ~entr-three lluoiDe u Dar• of Ant;ut, kpteabu, Nld October , 1941 
(Au&uo\ l-27, Septeaber l-27, October l-27) 

0.. Bao1o of I eoue Price 

(Amount• in thoua&Ddo ot dollara) 

Salu 
.bout ot l:Acru.ae Pereentace of Inerea•• 

or Decrea .. ~-l or Deoreaat <-l 
n .. October 1 leptea'ber October 1 lept•'ber 

I October : kptea'ber 1 .t.ucuet oYer onr o .. er onr 
I Sept•b!r 1 Ancnet I Sept .. l!!r 1 gua\ 

ler1tt • - Poot ott1oee • 36.429 $ 34.949 • 36.702 • l,41o -$ l , 7S3 4.~ - 4.~ 

S.rho • - B&Dlto §9. 616 61 ,814 69.096 7.802 - 7.212 12.6 -~ 

Ser1eo • - Total 106,046 96.763 105.798 9 ,283 - 9 . 035 9.6 - 8 .5 

Serieo 7 - li&Dko 19.650 16,}50 18,117 J ,~o - 1,767 20. 2 - g.8 

lerieo 0 - B&Dlto 104.902 98 .461 115.362 6 . 1 - l6.9Ql ...w - !!t.l 

!otal $230.598 $211,573 $239.277 $19,025 -$27.704 9.~ 
= 

- ll.~ 

Oftice ot the lecrt\&1'7 ot the !rea1V7, Dh1.o10D ot Beoeareh aDd StathUco. Oct ober 28, 1941. 

Source: All ticureo are depoo1\o with t ho Treaauror of tho UDitod Stateo OD accou..t ot proceo4o ot 
oaloo ot Uni ted Statoo SaYinco Iondo . 

Noh: licur•• ha .. t been rounded to DOareot t houe&Dd aDd will Dot DectoearilT add to t otalo. 
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--Poet Office 
Date BoD4 Sal•• Balik BoAd Saleo All BoAd s.u... 

S.ri .. J: Serlae ll S.rl .. ., Serlae G ~otal S.rl .. .I S.riee., S.rl .. G 

Goto ber 191Q • l,li5c) • • 1,286 • • 12,587 4,479 1,286 1 3.029 8,271 • • • 8,271 
2 1,870 2,786 867 4,324 7.977 

··~ 
867 11. 3211 

~ 2,150 3.299 1,o65 6,323 10,687 5. 1,o65 6,~ 
1,270 1,6']6 612 6,4oo 8, 707 2,966 612 6, 

6 3. 4119 4,778 1,11411 9,286 15.508 8,226 1,11411 9.286 
7 1,207 2.59a 572 2,913 6,080 3,802 572 2,913 
• 1,363 ~,67 821 3.611 8,1o6 5.037 821 3,611 
9 1,652 ,270 903 3.6511 8,827 5.923 903 3. 6511 

10 1,1195 3.672 989 5.272 9.933 5,167 989 ~,272 
11 1,291 2,4oo 632 4,098 7.129 3.690 632 ,O'JS 

13 2,515 },624 1,164 4,989 9.771 6,139 1,164 II,'JS'J 
lll 437 1,022 261 511 1,794 1,115'9 261 

3.~ 15 879 2,175 759 3.412 6,417 ~·055 759 
16 1,376 3.054 724 3.908 7.685 .1129 7211 ~· 908 
17 1,422 3.~ s6o 4,969 9.438 5,0Jl s6o .969 
u 1,180 2,42 846 3,013 6,213 J,6o4 846 3.013 
20 2,127 3.3~ 895 3,800 8,091 6,222 ~ 3,8)0 
21 "' 2,029 436 2,959 5.425 2,917 2,959 
22 1,214 3.316 835 5.880 10,032 4,6oo 135 5.880 
23 1,1196 3,201 182 5.322 9.lto6 4,697 882 5.322 
24 1,364 3.320 711 2,963 7,001 4,684 718 2,g6J 
25 1,341 2,393 959 4.798 8,150 3.735 959 4,798 

27 2 224 3,854_ 1,120 4,156 9.13!._ - _6,071 1,120 4,156 

fotal $36.429 • 69,616 J 19,650 Jl-0~902 -.194,16~- .l06,o46 • 1CJ,&;o $104.902 

Oftloa of the ileoreterT of the !ra&fti'T, D1Y1o1oa of :a .. oarch &D4 Stathtloe. 

ao..rc01 AU f1cm' .. are depoolh with the freanrar of the VD1te4 Stat .. oa &OOOUilt of prooeeda of &alee of 

VD1te4 Statee S.~ loa4e, 

~otal 

• 111,~ 
9. 7 

12,837 
9.978 

11,956 
7.217 
9.1169 

10,1179 
11,1121 
S,ll2o 

12.293 
2,231 
7.29& 
9.o6o 

10,861 
7.1163 

10,918 
6,312 

11,316 
10,901 
8,365 
9,1191 

11,354 

1230.'598 
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TREASURY DEPARTMENT 

IN TEit Ol'"f'ICE COMMU N ICA TION 35 

OCT 18 IMr 
TO ),{r . Korgenthau 

J.!r . Foley 

()1 Thursday evening, Oct ober 23, W. Harvey Reeves, 

Donald Kehl, and Joseph H. Murphy of the Office of t he General 

Counsel attended a meeting of the New York Patent Law Associa­

tion at the Roosevelt Hotel , New York City. Other guests 

included Charles Kramer, Chai rman of the House Committee on 

Patents , and Conder C. Henry, Assistant Commissioner of Patents. 

Ur . Murphy disoussed briefly the background of the freez ­

ing control . 1~. Reeves set f orth the provisions rel at ing to 

reports on Form TFR-300. Thereafter , questions presented in 

advance and those r aised from the floor were answered . 

Approximately 350 members attended t his met.ting. Their 

reaction to this manner of presenting freezing control 

appeared favorable. The New York Patent Law Association has 

requested permission from t he Treasury Department to publ ish 

certain questions and answers discussed at this meeting. 

I 
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OCT 18 18tl 

To: Secretary Ko:genthau 

From: Kessra. Foley and Pehle 

Recently several stories have appeared in the 

press to the effect that the Economic Defense Board has 

been searching out supplies of strategic and critical 

materials held in the United States for foreign account 

and reporting them to the appropriate defense agencies. 

You may be interested in knowing that for a year and a 

36 

half the Foreign Funds Control has been quietly performing 

this same function. There is attached a report auaaariaing 

the work of t.he Foreign Funds Control in locating and 

reporting strategic materials . 

I 
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Foreign Funds Control Activity in Directing 

Strategic Katerials into Defense Uses 

37 

1. Soon after the freezing order was put into effect, 

the Foreign Funds Control found itself in a position to obtain 

and pass on to other interested Governmental agencies valuable 

information concerning the location of large quantities of 

strategic materials. Accordingly, a procedure was initiated 

early in the summer of 1940 whereby information relating to 

strategic materials was forwarded to Philip Young's office, in 

order that he might inform the appropriate defense age.ncies with 

respect to the location and availability of such materials . 

Applications involving such materials were not acted upon until 

the Foreign Funds Control was advised by Philip Young's office 

as to the recommendations of t he defense agencies. 

2. llore recently a special unit of the Foreign Funda 

Control has communicated directlf with OPW, the Armf, the Navy, 

Lend-Lease, Procurement Division, and other interested agencies 

with respect to strategic materials and has cooperated in their 

efforts to direct such materials into appropriate defense uses . 
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3. Several times during the past year and a half, 

the Foreign Funds Control has required the principal banks to 

report all merchandise held by them for blocked accounts, The 

information thus obtained was furnished to the appropriate 

agencies and numerous instances have come to our attention in 

whioh such agencies immediately acted on the basis of such 

information to requisition important amounts of such materials. 

4. All applicationa for licensee to export merchandise 

have been carefully examined with regard to the strategic nature 

of the merchandise in question and relevant information has been 

brought to the attention of the Office of Export Control, OPM, 

and other interested agencies . In certain instances OPI4 has 

requested the Foreign Funds Control to withhold action upon 

applications of this type until the materials could be requisitioned, 

outstanding export licenses revoked, or other steps taken to 

prevent the material& froa leaving the country. 

5. There are attached for your information: (a) a 

summary of representative oases in which the Foreign Funds Control 

was able to direct strategic materials into defense uses; (b) 

photostats of schedules listing supplies of copper and machine 

tools; (c) photostats of reports filed by two New York banks in 

response to special requests of the Foreign Funda Control. 
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These are representative of the information obtained and 

circulated by the Foreign Funds Control. We have conet1111t}¥ 

urged that efforts be made to utilize these materials u prompt}¥ 

as ponible. 
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Exa!plea o! Foreign Funda Control ~otion in 

Directing Strategic Kateriala into Defense Uaea. 

40 

1. 2,500 tons of [refabricated steel ahipbuilding parte 
held for DiDia accounts. 

In late 1940 the Danish owner attupted to sell these ahip­
building parts to a Greek. Foreign Funda Control brought the 
case to the attention of the Navy and withheld action on the 
application until the NaT,Y obtained the steel shipbuilding parte 
for use in critical repair work. 

2. 7 ,OOO,~ounds of shipbuilding uteri ala held !or 
Nether! account • 

.Agents of the owners arranged to sell thia uterial to a 
broker who in turn arranged to sell 1 t to a shipbuilding !il"'l in 
Port~al. llthough it was alleged that thie tranaaction had the 
blesa~nga of the British, it was learned t~at the allegation was 
not correct. It is now agreed between the British and the United 
States Navy~hat Foreign Funds Control will withhold a license 
until the Navy has had an opportunity to requisition the material 
for its use. 

S. Airplane spruce held for French account. 

Foreign Funda Control learRed that the French Line had been 
holding at a New Orleana dock since June, 1940, 30,000 feet o! 
spruce wood sui table ! or airplane IW1Ilf aoture. When thia 
information waa brought to the attention o! o~. jmerican ai.rplane 
oompaniea competed te obtain the aateriala. Foreign Funds Control 
licensed the sale o! the uterial to the airplane oompaniea on 
the basis of ~·s priority ratings. 

4. Finniah war aateriala. 

Foreign Fundi Control procured o;:fo aani!eata o! ahipa 
which were loaded with war aateriala oh were to han been aent 
to Finland and turned oTer this in!oraation to the defense agenoiea. 
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Defense agencies and holders of priority ratings were thus giTen first choice of these materials, the sale of which was licenaed bT Foreign Funlh Control. Ill a similar IWIDer the cargoes of Finnish Teasels moving from South American porta were marketed after such Teasel• took refuge in Aaerican porta, 
6. Indo-China zinc . 

A l oad of 600 tone of zinc originating in Indo-China arrind in New York for ultimate coneumption in non-defense usee, although an intermediacy in the traneaction was at that time serving on the zinc adTiaorr board of OPJL. B7 bringing theae facta to the attention of OPJL, Foreign Fund.s Control waa able to insure the delinr;y of the zinc to a firm needi.ng this material for national defense purpose•. 

6. DiTersion of calcium cyanide from Portugal to the united States . 

Foreign Funda Control learned that a Canadian firm was attempting to finance a shipment to Portugal of granular calcium cyanide n.eeded in this countrr in the unUfacture of explosina and plastics . When this infol'IIIAtion waa ginn to OPK, that agency appealed to the Canadian prioritr officer who in turn requested the chemical controller at ottawa not to allow this material to be shipped to Europe. As a result not only waa this shipment to Portugal stopped but also negotiations were begun to have the enti.re aurt>lua Canadian supply of this material made aTailable to firma LD the United States holding defenae contracta. 
7. 1,878,000 pounds of copper held for Hungarian account. 
Foreign Funds Control discoTered that this copper had been lying idle for sneral months. The Navy, upon learning about ~his copper from Foreign Funds Control, immediately requisitioned lt. 

8. DiTersion of aachine tools to the Jr!f• 
In numerous instances Foreign Funds Control has helped make machine tools anilable to 'the Anq. A license to aell machine toola purchased for the GonMIMnt of French llldo-China waa denied 

. 
• 
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by Foreign Funds Control in order that the ~ aight requisition the material for the benefit of the holder of an ~ oontraot. 
Kachine tools held for French account were placed direotl7 into 
the defenae effort on the basis of inforaatlon given the ~ by 
Foreign Funds Control . In another inatanoe inforaation relating 
to machine tools valued at $100i000 stored in this countr7 b7 the French Government was made avai able to the Russian Government 
through Defense Aid Repor ts, and the Russian Government immediatel7 took steps to purchase theD4 

9. 6,000,000 pounds of alllllinUII held for French account. 

The existence of this material was brought to the attention 
of defense agencies b7 Foreign Funds Control and the material was immediately purchased for defense usee. 

10 . Tin and lead held for Finnish account. 

Foreign Funds Control learned that 45 tons of tin and 1,950 
tone of lead were in the cuatod¥ of the Finnish Alllerican Trading 
Corporation. When this information was relayed to the NaV7 Department, the NaV7 immediately took steps to requisition it. 

11. Copper end Ford trucb held for Rull&nian account. 

Foreign Funds Control brought to the attention of the NaV7 the existence of $49,000 worth of copper whioh was on board the · 
Rumanians. s . "Kangalia" . This oopper was immediately requisitioned b7 the NaV7. Ford trucks valued at $870,000 also 01111ed by the 
Rumanians were sold to the Russian Government under Foreign Funds Control license. 

12. llaohine tools for Pratt and Whitner. 

Certain machine tools had been reported ae being held in 
the warehouse of a freight forwarder in New York for French aocount. The fact that these tools were uailable was brought to the 
knowledge of Pratt and Whitne7 Airoraft through Kr. Philip Young's 
offioe and a representative of the comp&n7 oame immediatel7 to Washington to arrange to purchase them, the machinery being 
highly desirable in eltminating a bottleneck in the production 

. 
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line of the Pratt and Whitne7 hotol'f. itter oonaultation with the requisitioning officers, the representative of the oomp1D7 came to Foreign FUnds Control to sa, that requisitioning would take a period of aoae weeke and that acquisition of the tool• through that IIII&Da might be subject to additional further dela,y1, and to uk if there wu QfthiDg thh office could do to be of aaaistanoe. ImmediatelY telephone calla were made to the ~ Ordnance Office in Hew York, which ~fice oonfil'll8d the hot that the sale of these tools to Pratt and Whitne7 waa desi rable in the Government's interest; the freight forwarder holding the machines was reached b7 telephone and a price agreed on at which the machines could be sold to Pratt and Whitnef, whose repreeentative talked with hia; thereupon, inquiey waa made aa to whether the forwarder desi red a license to sell the machines to Pratt and Whitne1 and, upon his affirmative reaponae, he was told that euoh a llcenae would be in his hands within the next half an hour and for him to prepare the maohines for immediate ehipMnt . The Federal Reserve Bank of Hew York arranged to have appropriate application filed and r elative lioenae issued and we were i.nforaed that within two da,ya the ll&ohinee had been shipped to the factory, set up and placed in operation. 
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INVEliTORY OF IUCHINES 47 
Page 1. 

AV AlLAIILE AS OF JlfflE 15, 19U 

• no. '17Pe of machine Price Place of storage 

8 x 60 Lo Swing Lathe (Not rebuilt) $ 900 Highland Park, 
Detroit 

175 20x10 Wickes Production Lathe for 
turning crankshaft bearings (Rebuilt) 3000 • 

214 26 x 10 LeBlond Crankshaft Lathe (with 
pot chuck) (Rebuilt) 3000 • 

292 16" x 51 Reed Production Lathe - haa 
1onfitudinal feed but no lead screw 
(Re uilt) Ser. 12953-6 • 
16" x 61 Reed Engine lathe - baa longi-
tudinal feed but no lead screw (Not . rebuilt) Ser. 172193 1050 • • 
14" x 41 Reed Engine Lathe - No lead 
screw and no longitudinal feed . 
Not rebuilt) Ser. 004801 780 • 
16" x 61 Reed En~ine La\ he - no lead 
acrew or longitu inal feed (Rebuilt) 1600 • 
26" x 10' LeBlond Duplex Crankshaft 
Lathe with electrical equipment 

• (Completely rebuilt) 4000 

GRiliDERS 

46 16"x48" Landis Crankpin Grinder, 
motorized and rebuilt to take HS 

• crankahait Ser. 11122 5000 

186 16" x 68" Landis Crankpin Grinder with 
pot chucks (Rebuilt ) Ser. 12330 4900 • 

193 12" x 52" Landis Self Contained type 
Cylindrical Grinder comSlete with 

3800 " motorization (Rebuilt) er. 13559 

16" x 48" Landis Grinder (Rebuilt) 
Ser . 945-13 3900 • 

321 Universal Semi-automatic Spline Grinder 
(Rebuilt) motorized. 2200 • 

437 12" x 52" Landis Self Contained ~e 
Cylindical (plain) Grinder co~le e~ 

3900 • rebuilt and with motorization er.ll 5 
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1\8 
JUne 15, 1941 - Page 2. 

T;ype of II&Chine Price Place of atorage 

liiLLIIrG MACHIHBS 

Woline Boring Kill - Not rebuilt but in 
good condition (from Lincoln o;ylindar 
block line) 3900 • 
6 Moline Heads purchased New to be used 
on the above machine --- 3900 New York 

• • • • • • 
Superior Hand Mill No. 1 - not rebuilt 
Ser. 32 150 Highland Park, 

Detroit , 
Rebuilt t;ype B Coole;y Edlund Kill llOO • 

DRILLS --Two-Wq Drilling W&chine made b;y the 
Cleveland Jig Compan;y with two Vickers 
H;ydraulic Pumps with controls to rough 
drill and bore HS crankshaft. Complete 

• with electrical equipment, 22500 

No. 314 Baker drill (Not rebuilt) 4760 800 • 
No. 25 Foote Burt a-Spindle Drill arran-
~ed for motor drive but without motor. 
completel;y rebuilt) 2500 • 

Uo. 14 22-Spindle NATCO Drill 
Ser. 1609 

(not rebuiltf
200 • 

No. 10 Defiance 24-Spindle Drill with special 
multiple head (not rebuilt) Ser. 626-32 2200 • 
No. 314 Baker Drill (not rebuilt 
Ser. 4917 850 • 
Burt Rail T;ype Drilling )lachine 
individual a~indles 

• (not rebuilt 1000 

64 - a~ndle NATCO Drill (Not rebuilt) 
Ser. 1 2 1300 • 
Buhr Horizontal Machine (3-sr!:ale 
one w~ crankabaftJin drill machine 
including electric equipment and other 
extra equip~~~~nt (This machine not Hated in 
inTentor;y b;y audit of Dec. 31, 1940) UOOO • 
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Type of machine 

4~ 
June 15, 1941 - Page 3. 

Price Place of storage 

HONING MACHINES 

333) (Two) Special K&T Tables purchased to be 
334) used on No. 4B Milwaukee Machines 

2200 New York 

362 Special Tool ing for rough boring HS cylin­
der sleeve to be used on Potter & Johnson 
6- DREL Uachines 4400 • 

444 (!line) McCroskey ~ Turrets - purchased for 
LeBlond Lathes A-409 to 417 incl. 1000 • 

454 (l:ine) J.!cCrosket Stready Rests (S ca. for 14" 
-16" and 18 lat hes for France 2000 

Electrical Motors & Starters 

~achine Fixture - Special 

1250 

650 

(8 in Detroit 
(1 in Hew York 

llew York 

• 
Heat treat Furnace St,st em including: 
1 Salt bath 30"xl20'x60" for use on 

440 volts 60 cycles - Manufactured 
by Heavy Duty Electric Company. 

~2000 .00 At present ina­
(as is and talled in 
where is) St .Louis plant 

of the Curtiss 
Wright Corpor­

ation. 
2-2 ton chain hoists manufactured by 
Wharton L. Peters 

1 i ton electric hoist - manufactured 
by Shepard Hiles & Co . 

1 tramrail & carriage 
1 ~enohing Tank 
1 lot of baskets and racks 
1 ~ench tank pump (manufactured by 

Ingersoll Rand) 

This above Item was bought new but has 
been used by the Curtiss v.right Corporation 
at their St. Louis pl ant. 
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Q Colle Vlre Jtol.a 

1~7 11&1.•• Cot- llllot 
} o/o Auto pOrto 

~ llunoU•• ..... .,.,.. 
nitohel 

6 o/• ootton 'Oleo• s oot. 
1}7 ~ .. \look 8too1 

lbMt• 

1' Jtolle Cotton Duot 
126 Coppl'r l*r-1 

Boeton • AlbM.l • ·•· aut Boet.c.:.,, ..... 
C....beU St.oree , l o'bobn, 1 • .1. 
...,.It 1'1.--.t.rn- 1Ww1ftll IDe., -..rt, I ,J. 

.....,.k Tltevat.er Teralnal tno., •..,.t, J .J'. 
lew.rk T14evater "-ral.na.l Ino. , •evvk, I . J. 

• · t. hr'elgn Tnwi• ZoOM e>p..n.tor• Ifto., Stat.eo lll&n4, J . t . 

(}7 C...t.oo) lov York P.,..!.jp> !n4o ~ o.--• r..o. ,a.r. 
b > Cnt.ee) ~lftftt.a ll..tlroM., CoT.,.... Pt.w, ar....tU e , J .J. 

CUip'bell Stor .. , lobobn, I .J. 
l e...,.k Tt4ov.t or TcnUnal lrlc. 1 lovvkt I ,J, 

• 

J . T.C. W1~ , ..-. 
t.o ~to ae 

VvMoue hcel,Jot 
Vveho.• hoelpt 

VIU'eboue a.o.tpt 

--tpt 

···· ·~· Dol1YW7-

VU'ebOUII Jaece,tpt 
VU"'l::OVM: lleel'Pt 
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o.1o IMutn eta •=tel +=k a.lo, .....,. 

ftl-J-.,. ~t- A/1 A1•·....., 

m lt.Tiwu e m IMI or p.r xqq: 

-n•mp 

}a-""' nato 

t) lldp Plato (PI-) 
1 Poo .lldp Plato 
1 Po. liMp nato 

1m ~ a. '76 Poo.PJ,. 

wsenQI qr !RS'' ml! 

..,.. Tc.-t ror.tp !l"M.e :.C.. ()pe'atore Ifto. ,State r.l.aDI. 

s. A~ • eo. , •.t .c. 
I . AJe '.r &. Co. , f .t.C. 
C..Mll atone, •Obobn, •.J. ...,.t 1"14ftlate:r 'f'w1a!N.l IDo. I hw.rlr, I . J . 

:12 • / • 111oloo1 811- I . T. Fan!s> !nU z- O,....tcro li>o. ,atatoo I~ 
.,_ .... ._. .. "~ O>ck a. etonco- co . .-, - · 18 Pllp. m.oJr-- ~U. (I .J .) ~at ..... 1 .1 . C>. 9 ?oe. lhMl loU «r *t«rlale ltNh on Potnt., • .. 
,S, -.toe to ~1 Poo.-1 - · Potma71-.J& 1.1. , I .T.C. 
~" - 1 -to r>-o4 V. ~ '""'k1118 Co., I.T.C. 
81 ""• · 11111- 0114 

....,..., Plat. ~lftiL!a 1 .1 ., 1ft' York CU.7 
79' -1 - a. aloO Poo. 8penowo Pollrt, * · -·-1 

1 .110. 1.1. Jn..7 C1t7, I .J. 1--- hr -to Co14 etc-. Co. IDo. , I . J .C. 

v---ipto 
• •• • Co. lloll>W7 -
I . a . eo. lloli"-7-
a .a . Co. !loll >W7 ClOM1r 
Pi , •••• to u,. 
C., tat a ~TOneD • e 
1ot\4r 

1lw l Ml I Jlrloe1pt 

- ·-- ... 1pt 1/JiiU. ..r~ 
o.rt. ot• ~ 
Roe• tpt 
-Jpt 

-Jpt c.n . ., __ 

-,...rJ.L­
to ret.-e p1 .... f//1 
-.lo 

-lpt ..r 1.ao. • ·• · 
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..... 

--~ Co~ b'p=, n.-rt 

A/8 EJo-- - 1-
Cap bop=, ~k 

A/8-- Pn•tMIII< 
Co; bops, r.-a-t 

J'olbe)e•lren tlr ~"' 
Cgp btp , n...r-11: 

Moller. l oU.. A/8, C_.,ta 
c-sal­
c~,r...u-t 

=r''MR 

loOO IIap C~ 
)O IIap CotfN 

100 11ap corr .. 

lOOiap CoNN 
100 11ap corr .. 

lOO IIap CoNN 
100 11ap CoNN 
lOO IIap CoNN 
100 lap CotfM 

100 11ap corr .. 

_, 
.. p nmer Cin v g ar • ,. 

ur•ntp <R R"mR 

~ :Daok Co.,~ • • . J . 
Vl llla J. 1o1<>o. - Iloo., I .T.C. 
r.. 'I'Naatt t o - Tort 

... Tort I'.,..! so rra.s. z- o,-toro D>o. ,&tote Iolut 
~boll 8toroo, l'ol>obD, J.J. 

JflT -t 1Wwl.aal, ... 1ft Jt_, lrootlJB, J .T. 
loboMD Dock eo., ..__, •·"· 
- Jerk !look eo., llrooiO.lo>, 1. T. 
J~q -1Wwl.aal, ... 1ft-, llrooiO.lo>, I .T, 

.. "~ ~. llt<np- Oo., ··--· - · 

~ lllmlloo - llre.tt Pp•. 8bopu4 VIIZ'Ih<Nooo IJ><,, I .T.C, 

~ Jlwll.loo f l 1'-llliw 
IM.tt -.,piJIC ,.,.. 8bopu4 Venh01100o :toe., I .T.c • 

• 

... II til INet,,t 
Vc '1 Jf .... tJt; 

TW rt H. Oil A. I ...... 
eo. x.o. 1.r .c. to '"u­
•twJ.- -s.., *1-t 
tr. ~ to •.r. t• 
"'-

•• 3 I .... l,t 
VG"' I - Srt 

• ••• Oo. •~Lou. ... a .. .._.,. 
• ••• Oo. 1/IMS.ioor 
• •• • Oo. 1/l.ooi.Ui 

., 
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111'1\l .. _ " t -
rs:.-,--.. 

IOIIJM -IU.., ,_,-
C-tal-fll-- IU.. "nrztrta, ~ 

• 
...... ~­-la, llolat• 
__ .. Ja ... ~~ .. 

loleit•· A!M\, lolat• 

e:vme 

100 - fll c..t_ ,.,, __ o 

llliolao-o 
1~1 11olaa'!ll-o 

) JlolH X.. olr:l.u 

m antNt em .. n • m .,... 

1mencw qr ..,IMP 
~olk 1iU l: c :a ecr,. 1 hrtol.k, 'Ya, 
.._.. • vtu.s.-, 1.r .o. 
VIU S..I • ...,.. 6 ... , • • r.c. 
atate VitrrMOUII Co., J .T.C. - -t• Col4 et- co., •.r.o. 

- -..J., ~. •.r. 
1111 Pl .. -'-tills o111~ at n . ot co11•1a at.~ 

.. , ... ~ -I -~" Vc ra •• leee!Jt. 
- , ...... 1~ 
V•r•aur .... tpt 

11o .. -· aruu - 1/!Mbc a.u-. 
-lllo .. -lo. 
--ot~ .. -...... to ., .. 2 1a,llr'Jt 
na- r.t. - · -·· .. u""' to .r.~.~ co. ,.r.._ ou~, •. .r. ,...a.t !not-" 

•cmw 
10,000 au - It .- - .. u _ to ~·hie>-.- •-'· 1,,., - -It - -t, •. .r. ,...a.t tMa- .-tp\. -' Ja1.M ._ ... ll1d.ae l oectt a Oft - 'n=f1 • = ' u. 

li)Jiolaoolr:l.u 
~ llo1ao- A..-u.a JU'IIIt -T llolao .... _ • 

• 
18 11ol.H--
)l llolao - It ODI. .... -"'--

• 

tta\it llu IICMI 00. 1 I .T,C • 

... t ..... ..u "'7 ot t.IIIMe .-.. .. ta.1lla "' tM 
....._ .. IIIU o ,...a.t a - a tt-t<r7 to -n ts., .....,. 

• 

-~ &1\\e 
• 
• 
• 
• 
• 
• 
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''P'" 

~ -· ' ·"·· -...u. 

......,., ta.ui.T. 

----~ 
De !AM' t ....... 

1-'-.-~ 

llo ,__ -··"· "'" ..... -~ 

..._t..MIIl t.l. ..,, r' k I .T. 
•t=smv, 1 . t.Llee 

la\-t~ lan.tp luk~rlt,.._. 

.._.,_c... -"' -~ot 

m JIAV!'Pu em MR gr IJW xtal 

_.,,rma 
})99~VeW...VIft 

}•oo Ja&lN V.W.. V1n 
:5200 ~ .. v.w... V1l'O 

17 -, 1 III'Nl • I lilt 

"JD"'Z!'P' 

urenga or ..... ma 
~ 1lool: co. , ~MM~a, 1 .3 . 
lalt.s..ar. 6 ablo •..s.. Co., lalt.t.-., * · 
Joltt...-o • c.to J .J . Co. , ~- Ct\11 I ,J, 

"'"ktt~ eou ~eo. bo., t .r.c. 

llt.rnla Oir1ai.1JII-la w.- Doolr Co., lol>o!Doe, J,J, 

,.S ,., , - 1 ,_. Doo.-nto 4111- to ! 1111 :rr.1o t oo. , lev Jerk Ct\1 
~ their Trlut a.oetpt. tooatlCil ot ... "nf1N -· 707 Ootla Vt.N loU 

~7 -· lh1l - 1 not.. -u. o.. , 1'111~1pbta, ... 

..... 
2 o/ o - 1 llotM .,._ • Vtllu-, I.T.C. 

1 o/o .._.... Artlotlo llollo 
• fa)le OOtwe ~ VIU'flloa•, I .T.C. 

1 o/o Arttotlo llollo oD& v_,__,-. 
,.._ r--. -, I.T.C. 

. ' 

WICI'IMM 
nm=P" 

vw ·-· .... 1 ... 

¥vella •• .... t.f' 

• •• • 1/WUc llolt ~ 
ll..r.tta ~~e. ,a.t.o. --'"-'-·" • •• • 1/WUc llolt ~ 
~- o . ._. Oo., 
ft1l.o . ..... --
- .... if' --" 
~--. .. , .. ,_ -·" 
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8oo1•W lan1 t• .. ce-spett_. 
r. ....... -

llo'-M • C-tMol.a\ • Co. (lllli'ppon) 
-.r.tu •• , ,..,. 

• 

..,.l!!tP 

~ o/o l'oodWI 

Dl ll!m"t' gn w g 07 IW JtU 

~m·mwwrrze=• 

- J<rt Doot eo., llroo11la, 1 .1 . 

nor u, -- tal.oD!! ..S\J.as .. U OWJ. 111\la\0 ........ ~ .. 

, n rt=H· fll J ... . 

Oo. Jloe. "' Ill ..... -
- f/6..,.. -a/JMSsc 
'fa I I -r\ 
-Wrt 

U\W 
• 
• -· ... -~ 

Alrt'Oilli•U-
OIIr ~ ~ <t1 Wo 

oi>J-' 11 - ..-1'011 -
k\01.., u, ~1. at ... -- ... ---u.~u..--
ootoM )7 u • 
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Oct ober 2B, 1941 

~ dear IJr , llay : 

I a:> aendint you herewith a cop;v of a U fort ( p •. •· .,, 
I had a de on the dtlaye in procura.1ent. tr. :r.e Tr•~r , r y . 1•/. lr-

The thou~ht I bad ln aind •• would it not 
be poaaible to actually get a contract for tanke, 
or a contrect for planee, or a contract tor ... uni­
tlon or aeythinc alae that you ai~;ht t hink or, and 
t race i t f r oa t he day t he a~propr\at lon .. e paeaed 
b;v Coner eea tbrour.h t he Yarloua etagea and the 
n rl.oue Bureaue and t he Y&rioua .lgenc lee and f1D4 out 
how lUll¥ day a I. t atayed in each Agenc)' until t he 
contract wae fi nally a .. rded. In eome inetancee, 
bo aure and pick a auni tion company that needed 
tlnanclng, to show the tiae it took to go through 
~. Jeaee Jones' ehop. 

I t seems to me t hat t hla would be the .oet 
dl'&ll&tic •1 to show up the delaya and the conflicts. 

I offer t hie •• a euuee$1oa. 

Yours e incerel)', 

(11 ... 1) • • • ••••• , .... 1 •• 

J.lr . Stac)' lla)', 
Chi ef, ftureau of Reeearoh and Statiatlce, 
Office of Production Management, 
Rooa 2700 Social Securl t)' Building, 
Waahington, D. c. 

., -· ·- ·\l . . . ' ' . T :\ . ·• .... ., ' . ~ 
~ ~ l~ i" i .. l . \, " h; I .i ~ , C ' I • 
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Sephaber 4, 1941 

I!EliORANDtJll TO THF. SECR~:T!RY 1 

Aa requested the following are the atepa taken with respect 
to Lencl· Leau purohaaea, togethal" with the anraga tiae raquil"ed 
tor each •tap 1 

AT. Tw ~quired 
(1) Requisitions are written and dated by the 

British or Chine Defense Suppliet and t ub­
Dittad to Defense Aid Repor ta ; thence copiea 
are sent t o Procurement Dhillon an.d O.P.lf. 
fr011 date of requieition to receipt in 
Procurement aTerage lapse of tine it 

(2) O. P.K. examinee tor aTailability of ooa-
QOdity, method of purchase, and whether 
supplying will interfere with our own 
defense programJ then clears to Procurement 

(Kotez This aTerage time will probably 
be extended ~ 3 day• when priority rat ing• 
are to be indlcated by O.P.K. ) 

(8) Fora LLA-8 (Requeat for allocation of fund•) 
it prepared by Procuraaent for aubaittion 

2 dqt 

'* day• 

to Defense Aid ~porta. Fro. date of clearance 
by O.P.K. to date of aubaitaion of Fora LLA-8 4 dqa 

(4) Letter it prepared (baaed on LLA-8) ~ Dtfen•• 
Aid Report• for tignature of the Pretldent, 
approTing allocation of fund• and trantfer of 
OOIIIIQodity to the foreign gonr1111ent. Froa 
date of submission by Procurement of Fora 
LLA-8 to date of letter to be tigned b7 the 
Pr11ident 12 dqa 

(5) After signature by the Preaident, trantfer-
direothe aul:altted to Prooureaent 8 dar• 

Regraded Unclassified



65 

l(OOIUNDUll TO THE SECRSTART 

- 2-

(6} 

Av. TUae Required 

On roceipt of trauafer-directive Prooure-
ment proceed& to aeke puroheae. Jroa 
receipt of trauafer-directive t o date of 
ccntuct 

The figures above showing the average t ime required .. re 
arrived at b7 taking t he r ecorda on 19 requisitions which are 
believed to be representative of t he uaua~equiaitlona received 
in Procurement . -

Thia procedure requir e• an average of 30 d171 fraa the date 
of the requiai t ion bef ore we ere autlioriaed t o make a purchaaet 
of which total 20 days i s taken up with the routine having t o oc 
with the allocations for each requiai tion. 

It 1a SUJ;geated tbnt the present Rnolvin1~ Fund of $10, 000, 000 
ba increased t o $&0fOOO,OOO and aut horit7 granted to use thie fund 
in order that immedlate purohese may be made or that such other 
step• be taken to reduce t he time now required for obtaining 
allotments . 

Cl ifton Mack (aigned) 

Clifton E. Kaok 
Director of Prooure .. nt 
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(COPT) 66 

Stpteaber 10, 1941 
)llllO!WiDIJK TO THE SBCRiTARY1 

.lt JOur inatiption aud upon JOur lnahtenoe I ban 
gone nr7 thoroughl7 into the atttr ot tiM reqilied te 
aake l end-l eaae purcbaata h&Ddl td b7 the Proour ... nt DlYialon 
with a Yiew to exptditl.ng all poaalble. 

MJ ... orandua ot Sept .. ber 4, 1941 preptred in 
accordance with your requeat ot the eaae da{e, etatea in aub­
ttanoe that a apot check ot requiaitiona ahowed that approtl­
atel;r SO da;ra are required betore we ue authori11d to aake purchaae oontraota. 

I .. t with kr. Stettiniua and othera Monda{ afternoon 
ot thia week, aa arranged b7 70u, to diacuaa expedi 1nc t he 
procedure. Ae a reault the tollowlng procedure it now in ettect1 

(1) Froa date ot requieition ot britiah 
or Chintat Suppl;r Agenciea, routed 
through the DlYie i on ot Detente .lid 
Reporte, to receipt in Procur .. ent 

(2) OPK exaal nation tor aYailabilltJ, 
priorlt{ rating and clearance t o Pro­
cureotn 

(3) TiDe required t or rout ine purohaae 

.lYerage Ti .. Required 

2 a.,. 

7 a.,. 
7 a.,. 

RepreaentatiYel tor the DiYieion ot Detente Aid Rtporta 
haYe 1tated tbat fund authoriaation• will be 1eoured within tour 
daya, acoordingly1 with thla reduction ln tiae, we wil l be able 
t o atart our purcnaae negotiation• •• the t und clearance will be 
recei Ytd betort toral ocaaaitaent ia required. Hence, both pro­
cedurea will be aiaultaneoua under tbla propoaed plan. 

The rtYletd procedure will reduce tbe aYerage t t.. re­
quired hereto tore ot 12 da71 to a total anrage u .. ot 16 da71 • 

(Signed) Clifton I. Mack 
Director o! P?ocureaent 
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11r, llorru '1111-
81'1\1& Pwchuinl c..teet.c. 
l illud Hot.el 
Je+tacton, D. c. 

Oet.ober 28, 1941 

v 

67 

u.ar l!r. •n-. p.-~ (;; 
I Ul1l* 700l '11111 be iJI\ere- 1J1 \bt -~ abu\e -< ~, • ~ 

[> l t f L 1 
ebGriJ1C \be epeed 1d.Us whlob N(luhiU.. ., ov Prc.ou .,t "-.... .J. ' • • _ 

rl • 4 ov<'t 
Dirlet.c.- oouvat.ed iuto etr"ti'te orcS.re oe eq>pllee, I oMl1 ~-~-)}..~ 

be ,lad t.o reodn utr eucc .. uone or -h tr. ,_, -& pJiJ ~;J- ' ' 
.- ~ I A 

'lheu the chart• heft eerftd 7<>UI' JNI'POM• perbepe Sir Clift ~J " ' "t7 · " 
BaUUeu wuld like t.o - t."-o 

CIS, BIJl 

r ....... .,.ry t.ruiT, ... ,, ........... ,.. 
Seeretery ot t.be TNU1117 

' , .. L~.~ :1;;1 ~ 
~~ 
Jlr'M A ..,- f:t ' 

7/. /ll ·C· 

Regraded Unclassified
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!S'I'ABLlSHINQ THE !EI1D-LSA!Z i.ll..I: IS'ili.lTIC:\ 
D~ 71-~ "'FIC~ FOR U!..iGZ:\C\ .• A::ACZ ::;r 

Ct rn:; E!EX:lll'l'IV3 C'FFICZ CF :··J: rilESJ..L!:'T 

G8 

2056 

Sy virtue of }I-.e authcrit.; vast..~ 1n :-o b:; the C,;:ut.l.­
u .Ucn 61'\d atat.ute~, by the net of t:~rch ll~ 1~.:41 , entitled 
•;.n ~et t o ;.ro1t0te l.~.e defense of t h," Unit4d 3Uo.tet" (;oere-
a.!t' r rn·crrl!d t.<" B6 tm Act), and t.r t.1,. 110efe:jtt"' 1.1Cli 5\l_.,~:e-

.lt.tl Appr oj.lriotion Act, 1':.'41, 11 and: r.ct s Dl.t.:nd~ t.Jry or sur 
,.·l~r~.,t;;l tuN'£t.o, in orde r t o <icfine furt.:1cr t.Lt. tunct1or.s 
nd duti~o~t o f t he: Office for t:~ler~vHCl ! •. l'ln!l ·tr~·nt cf th~ 'Cxecu­

tivl,; vrticc vf the Pres! Cent. in r euj.'..:tct tc t.he n.'ltional cr~~·l'::(:1oy 
u:: doclor "'d by the PrLsi6tmt Oll L:ay ':.11 ~0-11 , W1d in vr dlr to 
;.r .. -vid\. f~r tho r..or•' ~:.ff..:ctlvc ndn:1-nis lrl\t1.-.•n C'lt tl.Oth. Acts 
in l.h. int.l roots 0 1 nttti cnal dcfcn:•u1 i l u h· rt.~t·· ot-d·;r .. C :.~ 
lOUt·; •• , 

1. Th3r · stall b .. in t..t1l. C.:flc< fC>r "'::""Cr:tor:cy ::rmn~-
:nt • f tho· ~ccutive Cfficl! "f t .. 1 ~r, .-tc .r t 31~ O!'ac~ cf 

1.t r..J-l.A.IIr\· 'cimi:'listrt.ti~.l, :-.t th\7 ht.~~a .:! J;l.&.C. ~.r~l! t: .. ' ~r. 

,o·a.u.tr •• t.c.r, n}·p.;intt.d t y tb~ fr·th..::-tt 1 ~~ .. • t.J. llr~ct.iv .. -
L': .. r.~t.ic:-. at. !l.:c."?'. :-:a~ ~3 t h'- rr .. sic ... t .J ... !.l ... :,r<.v_, -!lt:: , 
l/, ... t..!t\..&.cr. bf..,"tl) \:.: ~t.it\.,.(1 lc t.Ctt..: 1. r!IC "1.<'-.. !.Jl' t:''S.!~:"-

rl t.!.:n1 ~utr_rt.~r.c::, ~t! ot: .. :r "x. r.t ~ 1~c:ic. t. t :tl t. .. th~ 
rf r. nne .. "f -~!: dl4ti..::s . 

2 . S\Jt-j~ct to ~c!J p::-liciar n: tl1t' ll~~i<oer.t :--{!.; .:r~:--

1..1 l l.l tic-.e ~r~t.crihe , th~ 1-dr.iru:t.rrtor it. ncret~ au t .. \'ri!eC 
r.d 0J.r"CChd 1 ,.\JrS\.t{.Ot t{' Secticn t, Cl' t.i,_ i\Cl. 1 t eXE":'C.4St" 

: n./ , .ncr .. r .. uthori t!' ccn!errcd UfX:n t.h· frt.ei.rent b;,· t::.3t. ;ct 
t nt' tv Lhc tx-feuse Aid Sup;;ler.:l)h1'.1 Af)pr~.;riA t.i(..:t H:t. , 1. "!.11 

.,.c '"·• :.eta .'jf!TI.1notat-ol '.f vJ· su. -z~le%!1Cn t~ 1 th~re t. ,, , ~'itt. l't:$~c-c i 
tnj' r 'ltJCI't '.'1hC'r.c defeuf!;: th~ l"rt*ei(ont. :~!tc.l.! n:.v~ 1'"umt t~ te 
\'ll.Ul tG Ut..:- C:eftmr::e of t he rm.t.ccl St· t~ -.;: f'1".:'V~, t:~t. \. \i.e 
rlo..t•.l n,•,rtt _, .. ,,utt tdt~• o:::.ch nt.tivn J'~Cc1v1n l~nd-.u..:.:t.• ~ic!1 
r~.t.lill f,r~.~ t;~. ~ncr:...l t.rr.s ~.,,, ct:-:u.~.t.i~ns unarr t"'hich tuc .. 
1 tl ia r· cdvirt .suc1l rrtd, rJ.nll cn.ti.~u~ t.. t · :u.t ~tiahd 
t; t.r, :-t....t fc:-Zl' r.C.Jt 1 ,.'it.h tl" .... t...:v1c ... .. r \. :r.c. .. t-t..ic :'<':·~n.t-e 

... H •. r; t. !_"'r.d-1~ .... .!!' r..ci..-::1 ,_::tr-' t.J. .. : •• 

t . • ~;.. :c.:__..,j_:-.__::t.r ... l..·J :. 1. =-:"" '·. :·,. ri:.t\o .:trr;..: ,_ .. -
•it. t.. :;c· ,.:.!c ~.t . :!...: :-c l¥ t r l .. r \'_ r1C: t-.: ~.c·~ 

\, .. l\:n--1,~:: u·~·• .:.c l ... lr t".l1C ...... t1• ,1\o.; ":: ~,."::t t t:.'-
I Q If ct t"'.._ ~"·';-~1.: 6 ... 1cJ,!""'" r1 t~A :·. •t l St·t ~ : rit. : 'i: . .;r. 

.,_!'\ ~. ct:t.J.V !"(& r; ! . 'i._:-~ C!' ,T~l_)· .,_ 1 I J1 • 

4. . t:·,in tL ll•lt- ti :, • ~ \IC. "·t.:1! '"":1 ~- "A. ::;.!'C 
v:dl t 1.· t...t· t. t i'UTt-··· • 1 t.1 , •.irt1~t tr. t r -" '· Lt ..::-.~ " r 

: r~ t, t-Uty r .~::-:.i:ft·:n. nC".l~.'rt~·tLrr :u! ... t.:llT 1 -tt-r. ~1, 
<.~o.~or·t. .. t tilt ~:ty . . , r .. r •. t~t. .. rlt\ r\.t.l\."''"'"'t-.tt.·:;.;- .. r-t'o.. r ;.., 

r •• r· .•·· .,.r vi~~ ..... f r m!Cil :-u:rlt '!', ••<"'!.it.J..:, 'r:.<! E· :--viet.: 
.. : r;,· U l"· n"c' f.S'.f / t .. e::.t"l , ut- t .\ 1 v ... ti 1 ~ .l t .:: .:rc.. r. 
l:'l t 11 r · .. 1.r:c.tic·thlc , t:1 .. ··""nd- . 11 .'.r1r.IJ·,,.rtl'. l l .·. :h .11 
\lh uzc:-:, ,:~,;a. r:.1 b!> ln..::t. :<> s :vlc.t O.''H& ,;;ciJ.~tl.\.1'~ r"~ t .. :::u··: 

'\'Cl.:. .tl\ t .. it. t'·,r-u,:::~ ~b. ~l!'ic f r-:: 1' c· . ~. ~ · ~.t t r 

t , \J ·- r.ci::: '-i' t.r ... ~ v :".J · t . 

:~~c~tivt ~rd.r ~~ 
ir 1,,. :i .. \i!'i .. z ... : .. :. f :-.t. • .t.J•-:- .... r -..;. 

:r .. 

··::..:. 

... ... . (, :. .. l 

:: , : .. .(.! , .. : t:.::l_!t.­
: .... c ::J:._ it: f•...:.: t::~ .. ! 

-,. . .. ··-·. 
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Ill d .... llr • ... 

fbank 70u tor JOUI' letter ot Ootober UN 

which oontalDe4 the WONatloa I 4eebH • 

•tt.ocla of ehopplq at 10vr .tore. 

lou.re alaeerelJ, 

Mr . baardale7 a.-1, 
TrHIIII'IJ' , R. H. Uao7 & Co., 
Y .. York, !C. Y. 

I, 
' l' • 
( 

I 
IJ/fo •(,. 

v 
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October 18• l!Kl 

IS¥ dear Crown PrlDCIII Marthaa 

I aa 1Dclo11111 h•r .. ltb a letter 
froa .llr. 1111J'41117 a-1. who h Trtaturar 
of a. 11. llae;r 6 CoaJIIIIl. 

Ht outll11e1 111 th11 letter the 
n rloua .. thocl• b7 wbloh •- •e tr• 
out of tOWD _, 1hep at their 1tore. 

I hope that h11 letter will be 
helpful to JOU alii will &iYI Jft tile ia• 
fortatiOD that ;rou •e•ire. 

lour1 alnoertl7 • 

her Ro7al Righn111 
The Crown Prillc111 of Kona7, 
Poolt' 1 Rill , 
Btthucla, lilar7laM. 

./ 

?2 
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O.to'bv 28, 1~1 

1lt&r Rou 

fbaDlr 7011 eo 1111oh tor )'Our letter ot 
Ootobtr Z&tb, Whloh wa1 Yer7 help~1. It 
~ou get an1 a44ltlonal 14 .. , oD thle eubjeet 
I whh 7011 would een4 tb .. along to ae. 

I .. 101'1'7 that JOU are DOt t .. 1lll& 
too well aD4 I hope that lD. the Dot too 
4htant f uture 7011 will han 'beok 7011r tull 
ht~lth. 

Toure elnoert17• 

•• d, ..... 

wr. Ro•wel1 Maai1l. 
35 Claremont benue • 
!lew York. II , Y. 

7}. ~Jll· e-. 

/ 

v 
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Dear Henr1: 

<!:olumbia Qhrittrrsit)l 
intht(itpof11t1UP.o:rl: • 

SCHOOL or Lo\W 

October 24, 1941 

74 

The moat important concl11aion roached by tho group 
yeeterdo.Y vas that the Troasur.Y should be vorl<tng vlgorouel.Y 
upon ite fiacal program for 1942 and probabl7 for 1943 as vell. 
Vo vera all inclined to agree with Hr . Barnard that unloos ••T1 activo and Ytr1 far-roaching etape are taken 1mmedlate11 
by laglelativa action v ith a view t o controlllng 1nflatlon, • 
tho eituation almost cartain11 v ill gat complotal1 out or band. 
Vo all telt that proYiaiona for hoary additional taxee vould 
have to be adopted almost at once lf vo are to avoid a aorioua 
a.'l<l devastating rlae ln prices. 

We spent the day dlecuaains the general components of 
such a program. On the data aubmitted it appoare that some 
ton billions of dollars of additional purchaaa pover must be 
drained off by taxation and by additional aavlnge. The problem ' 
ia hov to drain it off moat equitably and moat effectively. 
I think there vill be substantial agreement that increases in 
aocial soc uri ty taxes should be made promptly, altho\18h perhapa 
not as great incr eases ea the Social Security Board has 
rec.-onded. In the second place, vo felt that tho 1118X1mum 
additional revenue vhich could be promptl;r obtained fl'O!II Congress 
through tax legialation vould be about three bllllono of dollara. 
You ....,. vant to ask tor aaoevhat ooore than thie but vo felt that 
you ehould not ask for great11 ooora than you vill gat and that 
three bllllona ia about the beat that ;rou can hope to get at th!a 
t1Ju on top of the heary lncreaoeo Juat ll&da. Thoae tvo recCllllmenda­
t ione leave a substantial additional """""'t of nov purchasing 
povor etill available to cause a price riee. Before I left there 
vae no definite agreement 1.n the group ae to vhat ebould be done 
about it; there vas definite agroamont that a quick study should 
be modo~ other governmental exper te to determine whether our 
ten billion dollar figure ie correct. 

My ovn t hought would be that additional hell''1 exc1eee 
on aalee of commodotiee competing v itb the defonee program should 
be eoll8ht, although I have coneiderable doubt& whether the enactment 
of ouch excioes can be secured promptl1 enough and on a broad 
enoll8h ecale to do 1n11ch good. OUr remalnlng tool ia therefore 
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Hon. Honr7 Horgonthau - 2 - October 24, 1941 

the device of forced saving. I do not agree with Mr. Barnard' a 
ouct pr<>grlll!l and I strong~ disagree with hio rec..,.,ndationa 
of a h04"1 forced oartng from 1ncr68oea 1n c<Dpenoatlon. H1 
thollflbt wOI.lld be that 1n connection wl th tho propoood tax 
tncroaae, which v1ll probabl7 take tho fora of a 1~ or 15~ 
vlthhold1ng tax on income paid, there ohould be provloian for 
tho 1oaue.nce of dafanse oartnga bondo to poraona 1n the l over 
1nc01110 brackets. Perhaps tho ayat- should be eo adJuated that 
1n tho lover brackets the additional forced contribution will 
take the form of taxes one-half and oavtnge bonda one-half . It 
dooa not aeem ao essantial to ""' that 1n the middle or upper 
brnckete citltena be given defense bonde rather than be taxed 
for vh.atover amount can be secured. 

May I return to the statement I mnde at the outaet? 
I think t ho tvo most !mportant factors ere for tho Treasury 
to work at great Intensity upon a fiscal program, at least for 
the next calendar year; end that the wheels be put in motion 
for eocurlng ita adoption at the earliest poeolble date . Natur­
all7 thle course of action tnvolvee an activo support of the 
Preeldant and of courae of the Congreaoional leadore. 

I 811 eorry that I cannot glve 7011 110re time than I 
did , Ae I wrote you, uq doctor a have not onl7 ntoed 801 
additional work but are demanding that I cut out IIOitB of fll3 
norael actlvttlee. 

llith warm regards, 

Ron. Henry Horgsnthau 
Secretary of the Treasury 
llaahlngton, D. C. 

Slncare~ yours, 
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I NT ER O FFICE COMMUNICATION 

DATil October 28, 1941 

TO 

- • aa a bUll 1br the ccmt•- \1111 ~ 

~~~· 
,. ( f 

I-

•' 

( 

I I /, I 

I 
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October 2?, 1941 

/ / !lie t oU..U. u r•allba\ 1a \be DAtUN ot a .,._ ot oar 

1. I'J'ot .. eor llbDap llll<lertook to rrGVe \be &tel ot oU!ero witll 

re!tl'IIIO. to tile ~obla of \be utet ot \be D .. el tor rr.tr1c\ioG 

ot 111- tllrol:lah t.aur and/or cc.poalr~ ra'f1ne, tho •l.t1p11err 

\o be •-cl, rto., and tile o\bar (llr~Jt.1c>N 1Jm>1ftel 111 tile 

cllrcuoioG of \be ...,art • Ida, l'riMMil aDcl llaok. 

2. llr. r.1 woulAIUke c adeql>Ate 4-Nion ot tile OODd1.. 

u-, ..,j .. U.ftr, eel altematbr &~ ·~•· It -

to .. aMrabh tbat tllu be e1-. !o tl>C'Cle clboueion I JJ.D. 

11p br1e/1T ..,. owo nan u \be 1tea below (M. 1.0). 

lo Betl>rr we tlad.&ecl crar l.ut ~Oilfrrecr there ._. OOD.tlleioa 

•• to wbat 1111btl'aot1oll troa parobuq power •• ato .. a&l'7 trca tile 

1Dt1..UI11at1c n&dpoiDt. I'J'ot. ~·• report (1tea 1 abntt) 

w1l1 Hrft to b&1.D& t hir ~~~tbjr~' 111to t_. apill. ht ..,. 

udeftt.&MSnl ._. ~ 6 1Dr!l11 M 1 after eoo1a1 IIC'OI'it)" tu 

&dd1U..1 -. 1acl1catrcl. 

4. !berr - to be ra\bar c-ra1 acr 1 

77 

po • cl uteeion of o1cl acr ed roani...,r illar-.cr- ot ~t 

l.allllr&Dcr abolllel be reprcled u aocrptrblr parte ot tile ~sr-

ot tbe T...._,- • tar u 1tr techadoal 111\rrratr rrr _,.,en>rcl. 

1'brrr 1r - ber1tat10D 111 aclo~q thir ..uw, and it rretr 

1lpGJl PDrral croiiiiU. !be aetr *cl cllr .. t rtteotr tor \be Dat 

r .. ,....,. 1r 1a4oated 111 tile AFP••$1z .& to tlllr nat.ent. 
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-a. 

!ld.l 'f1w ~ tla JlftP0.-18 .. w .. w:u..u., ...,..., ... 
&4 ... nl J'.u.t .. iaftl'fiq --- -~ •W...t ...u.. 
Sat].at.t.aq OCIII\rol -pt tor U. 1aiU8J • ..UUO, 

.5o !!lin ... "t.lllr a-ra1 1111pp0rt. tw • 1 ' 'M4 ; ilMI7 

-~taz plaa, • aftao\ & wWIIIo141DI \a CID ... -- ot 

~. fld.a 1a a _,,_u.a ot Ju.r41a •· 1 ..... au. wltll 

• prttOaal. aa at t1a !aa Dip t t.. n 1a .ww Sa An "x 

B at.tNM4, u ..t. ap t.ct&U~ "T a-. ~. w wld.olt I -.. 

ad4M - ot U. pro'l'ict •• ot .,. p1a. 

I at ~t. o'bjHt. to tM8 pla U req,driac t.oo aell Wz 

..s t.ao 11\U. aa..S..C at U. l.Gif s-~. 
6.. It wa .,.,.._lT U. opU1a ot •at. pr6ua+., Mil' "ll:r 

~ oonnltanta (,.na,a aoeptSa& llr. ea.p) tllat t.bia 111WIDUS.C 

do• DOt- tbat ot1aer taaa- Hl.HU'N ..s.a.a, aad add1U.. 

to Sadl.rlclaAl aad _,_ __ s.a- tax ... ~ •• , ad &til• 1'--

eeo'b u oltaa&• Sa enaw ad 11ft aolt.-J•• IIIIR1d ~ be a~ 

l&t.J loa '-tot tMa <-.. ael•) ..U be ot t1Miol ~r 

tMD au.sen•t'--7 ~··• ...s tiiMtr 110\!lcl qU\e pro~ 

~. utacle4 ,.., •• eti .. ~ 

' • !Ia ..._... proJOaal. tor ozciil"'7 anSae oa '" n•• 

ot •1 t e'ole s- baa • ..,......t ill _, ,net.SNJ. -· Ia 

eodU'1ecl tea I et111 ,.._ tor B tar ret-• &1.,. 1&\er W•. 

I. !Ia ... _. ,.cpaaa.l tar lu,_. f'eH11 .. t1a let 1 "' 

llaa • •,.n ad - o~ I alec ~ to ,.._tar 

\Ilia Sa eMlt1.ct tea (wl\ll a al~ift) tar ,..._. w tallow. 

' 
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9. I a.p, at laM\ tw U. prn ', • lftP0.-1 ~r ~ 

41al.-l Uld --'"'t.W a a aa\Ja pla, fer U. ,., ..... 

a. !1M toea 1-. alP' tie \oo .,.., ud Clll' Slnol'ft 

... 1ou oriu.ia a1ld &1-'•l'fta&lo 

-. ftll _... wowl4 N -.n• - \Ill -.-.. of ~ 

pro~ ~to tie ..t..C 1a _. ..... \fir ..._ -tie 

.u..u.,..q 1' ..... u. proftt.ebh _ ... ., ....... - u ~ 

all ·Ia·'-! • \nft pla. 

J ........... u.at wtzt 1 .. _,_1 u. pla• 

11't DOt Nnf .Ut tJiq-~ deld..l'ellleJ IIIII U.t. 1aoeT wowl4 

lnM-. oo- ia a ..,.. 41;rndoa U t.laq O...U DOt. 

-t.s • 1'-.l ia ....... 1lll1ela t.laq - llllrdb' do -*' ... 
1ft-' s- toea ntoe, ..tau 11- a toea adftllt.sc•• I alM Mt.s 

\Ill\ \Ill Q ' t; af ~ .... e'I&IM\M a etfeett.Uil 

..-t. tu lao 

10. c-to oa U. a.-ral PI r'l e 

a. 'file ,..._t.1e of a ~ .._... of 1atlat4a S. 

tar •re ~'• ~to us.- tr-. U• •oial ~. 

\a. tile --'at fhmojlll or U. preport.ie to tie eMaiaed 

hta tuee. ~. iatereet ..,... ... '""' ldcJa JlftpOI't!a 

of det1o1\ attar t;a noeSpt;a na tar a 1&111 plriM, 'IIO.U '-

11\\la 1a ....-n- ctll * ~~e:uar •n w • .,,w t. at 

- • - .. ~ 1atlatlaJ a1ld , .. -u1 ... of latlatie 

-u aleo prol~Ml:f tie ..- IJiaMro I e MJ '• _,. .t.-..~T 

M t. ~ toea --·· .. 81V M feu'..,. 01' ~· 

' 
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-4-

, crdlT, "-" ~n 1-'U.C tM u. .. t Ul4 ~ -u.-.. 
ua ~ ..,., -~~ .. allliM' t~ae wzt -'"' ., 11111.ua 

- 1t \IU.a ~ldna ~un iM'Ww 1a .. "'• n wald u..1 ... 

11•• dell' .. ,. 1a tiM .... 

II 'Do .. tw N eo.v.l ot SaAaU. la eltllar • t.aea er 

o : 1•17 ~·· u-....- iMt it 1t ••••• •17 toe ....vs.n 
apaM•I ftQ' tw 4- 1a t.a. s- t.ftl, '-or 5 1 17 

.. .,.,_....,. ani~~~• .._ ... 12~ t.ft1 -u .. ~ 1aa4 .. 

_.... leww*llal•w, I tll1all 1\ w.U .. a pew _. .. ...,..._ 

.~\Ill ,.U.u.l, ••••-lll'lea_...S IIIMSal ••111 n n of--. 

dSnat t-u• w... tiU t.ft1. n wU1 - toe ta. -utu. 
fell_. tbat 1.- la 11111111 pulle4 ~ ... , lila ......,_ .Uft.OiiUiea 

wU1 1a taot ot ............. .....-, u4 .. wUl ~ bt-'f 

"-Fl,... ot lila ..,_ toe pt nan+- otter a ~ ,..u4 of 

dlpr••••· n wU1 - -vv, toe au e~ • LWm••tt.• 
piaU-., .... - .u ... ldtll * ....... -- t ... 

wUl N SlwtltNI1T .,_ toe t.a. att.Mir. hi' tiMN I'WII I I Udall: 

1\ ,.-. ...... 17 ... tM pU1 ......... -' ...... ,., •• 

loeorcll.~, I -u _.. t.a. wt.•ttnlM .. at t.a. :a- t.ft1.a 

.,_, ~ aa'f1al acl Nt taz. I ..U.... it oRlAI 1.-

'aalr • tllia 'baiM.a. I 4o ..,, 'be11aW it - lie nllaniaJ ...S 

I llel.i.,. it ..U N a po.at llinalte te ,.t liP a JftPOE tiiB 

--1.- pat tllrwtll. fll. iN UMof Sateen .......... aa 

110\aibc I 5 Nd 111UI t.a. .._\&~ .. of p\U., tM Jell daes 
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.fli'': I It if Ill -II 1 tl•i 'I!-J·~t:~~~t~f1!l ll(t:rs;r 

Hf:! .. td~ ~~~n.~LnP! . 
.. ~·~·t ~-•A § · f f-,- .. l:rf l ..-! 11 fIt 

l
~f. !' t1·if}r .. • r ~ 

i HH ~HH!innt tHJ!(I 
r I 

-1 ~~1~-~ ;~i'li,i~tji flJfilJ f f f f ! J I I i e ~ t I f t f c l 1 l 1 • ~ t 
f I li ~§ l I ~ 

~ 
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,........,_ ~ It tile ,.riM ol ..,_ luW ~ 

1.-c u ~- dov.~ U.\ 1\ •..U .... ,....ntMl t. ... •IIIUtla­
u- IH4 111\._. ~ • dlollwato ~1 "-'• -

..... er&l ,., .... -- -u- ,....,. ... -- ... u, ·~ 
UI.MdJ ... tile I'll ·--u .uu - ... to • .,.., ... . 
rua u u. ..u..a ot ll.UC tile - ,...,.. • n-. ta t11e 

o ... u, - • JI'OIIOI'V np\ to ,._. ........... tbroaP tile 

recllac\1eD ot Mao wld.oll wortta &loWJT• art.re)&' r ro w1U )&'II IIi 

wrdu ~ tax --- 1t -- a -1lable • 1&' ..... ,.;. 

tt•""al ,...... 

U. n. ·~~ to \bo pl.a ot .. e1euo atoM11yt.S.. 

r.aoneo boft 'bMa *' 1\ Wlllcl Jlhrida •- of M '•tiJIC 
~at. .. at.t.nnin rot. of iaWoft. Cal~ ...S WDII1cl 

..... u 1a- \a.-~ .... (biO •""•). '•-' --

objeniee, I ...,..t. tM\ tile 1a\el'eft ro\o ..,. .... U, _. U.t. 

tile al'"-a\ift bo .U..... oit!Mr ol ~ tllo eor\iftoo\oa Ill' 

of &psil'oZiat.oJT ·~ .ut.nbe\i.Oa ta .s...u.. o~ • an 
J&"01Ua awu&W.o on.r '-•· (IIMlai'Ot.ie • \Ida \lot toalrlo 

1_. ~ ia M leM .... OiZ -*• ,_ I'M\0\M 1a 

.&,s.cllz D)0 

!118 ..,._.,. fer*- pla - ._, 

(a) n a • llillcl of u ,. • wblell U.•••• • 

. 
• 
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_.,_ 
_,...-s- a 1~ ...UC • a :a..-. of t.M...n w 

~ IIIII~OfN*hel' N te ~-,., liM~ 

. .._ • * wt.la _. •t • ..,..._ .n Mr~aUp. n 

- w - illpo~ \e .. *• .... ..Uteab .......... 
•t tile w:l'b 7 a1 ta: JlftJIII• &I 1' Wltll te ~ peap1e 
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Sa ~ law 'lrllb'-o I\ awtAI -. 5 J lrf• '->& -. J1W 1 ' 

ettbn 11 ooatiaM \e iM U''la t.U..., 

(ll) n ..u Jlft4•• •'-' 1l .. ,._ .r :ta. n 
,_.,..., 

(e) I' wd4 &14 Sa IVb"'wtlla et '-1 aUT n17 .. 
pWOftkble ..U.-.'ot np' s '• 

Cd) n -..1..s ...-. Ula ... ,... wmn•, wtstot 

~t. -- 0ajlll1ft0 ...... ~ oolldt.U1111 1M I'ICII&OI 

t.'lll cPiapr o t 1t.oe1t .-kn 1114 e-.r -111r Satl&U.. 

.Jr. It. -'-d 110\ ,.._ .. • lllat.e S ; a \~at etfMt. ..,.. 

tiU'fta\ Safl at 1 
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Aii&WlA 

ma :n.-. - tv ....,. .... con. 2'7) 

I, INI.4 a.-ri1!r ,._ 

1. Old .... ..r.i-• ....... 
2. lixt4U1.eD efT' tl..,_1 \ IM, 

1... •'t '•n•u-"7 att-' s.a 
probAl.T ~ l/2 •f tL,190,000,000 
... .. ~.ooo,ooo. 
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lf11 11
- of Da1.lare 

faa tn •• a,o)O 1,aoo 

Lt•• •t s- tu - ill .. .,..-1 Mo-d 136,ooo,ooo. 

II, hopoeed mt~'biOIPINioall fa- Iniac P1a (1$~ et '"' • 

W-.\ ,..._\!a fJC IJ taN• s- ill I md II 

-H...s, Mod 15,ooo,ooo,ooo. 
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2. 

}. 

~ . 

s. 

APPI!IImx B 
October 24, 19~1 85 Deta1le or w1 thhold1ng tax 

with ooapuleor7 I&Y1Q81 teat~ 

!ex Baee: Surtax net lnooae &I at present detlned, Willi''"it'rowanoe tor that a.ount or aedloal expeneee 1n exoeae or 5 percent or 1nooae but not to exceed 12500; ( to 'be allowed tor i nooae tax &leo) 
Exemptione: Singl e person, 1500 

Married pereon or head or taaily, 11 ,000 Dependent , 1300 • 
Ralae age 11a1t tor dependent ohlldren tram 1! to 21 yeara (to be allowed tor 1nooae tax &lao) 
Rate: 15 percent; tax to be allowed ae ored1t against lnoome tor lnoome tax ooaputatlon. 
Colleot1on: 
(a) i agee and ealarleel Colleot at eouroe eubJeot to weekly exemption equal to: l/50th or peraonal exeapt1on and ored1t tor depeo4eote 1ooreaeed b7 10 peroeot (to allow tentat1Yel y tor deduotlone. ) (b) Bond lntereet, d1Y1dende, royaltlee: Collect at eouroe without exemption (except tor epeolal treataent to be worked out tor pereooe With YerJ eaall lncoaee l aretlY troa theee eourcee.) (c) Ioooae rroa propr1etoreh1p and pertnereh1p bua1neee and proteeelonel QuarterlJ return and p&Jaent on eet1aated quarter-year incoae, l e•a allocated pereonal exeaptlone and oredlt tor dependent• it not olalaed tor wage• and eelarlee, (d) Annual return with .uppleaentar, p&J&eot (or retund) tor all 1oooae ooablned, 1nolud1ng loooae not eubJeot to w1thholdlng or returned quarterly, 

Portion depoelted to aoooant or taxp&Jir ( ooapuhorz eadnal -
1/2 or tlret 120 or withholding tax 1/J or next 30 • • • 
1~ or next 4o 1 1 

• 1/5 or next 50
0 

• 1 1 

1/6 or next 60 1 1 
• 

6. Adm1n1etrat1Ye eroenee: A withholding tax eyatea with iow exeaptione woU14 b&n a noraal adaln1etrat1Yt expenu or pe rhape 1 to 2 percent to proYldt tor nuaeroue looal ott1cee (tor exaaple, an ott1oe ln eYer, o1t1 or oYer 2500 and eYery oountJ not haYing euoh a olty) . 
7, As to oond1t1oM or re~t of re"'""''• eaae •• in Barnard propo.al. 

• 

' 
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&liUWO 

lftUM P1a et 0 S 1 "17' 1ni11c et Illc,.._ ill 

a,...sab:.. r-. 'PP''"IIl• ~ 1111- • " 
Mable u... UIDII .. la,ccc, 'MciMde1 ta 1943 

\e 1942 "'-· 

Defini\ia of .,_..bl.e r...a le\ '-Ill• s.- plea --

et Sari.oll IODcl• re .. _cll••• (1) -.:.& of wi•b' r 11 

• rto:M&s JIU4J (2) .....,.. of ~lT p~pbl.e be~ of 

\U - tu "'-J (l) ..__ ot Mdi.Ml • 4 boepi\alisatia 

~·· 1a eaeee of s• et '-- ton 110\ Ullllli1zll ~. 1a ta­

able,. .. , (4) .__of ln1ap .... -.. 41fl"11tc Mahle,....., 

(S) .lieoul\ of r~t• ot cleb\ oontnotecl ,rior to -.. 1, 1~. 

lpeoial al..._Un o.rrpat&Uee tor 7efr 1942• liu.er (1) 

10. ef .. \ WPbll iDoeM 01' (2) \Ill 41ft11WOI be .. ll 1942 &lld 

19411aoo•, \Ill 18\\er 0111p1W 1a aoocr...,., wi\11 tbe -• ~ 

u 1e appli~ \o 19~•• 

lelwt•• of leq111.n4 SnUI• 

... ot ~11 ._t& -1 

2 

3 

4 

' ..... , 

'10 

60 

so 
1/) 

30 

20 -

86 
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API'f:NDII D 

lbsinus Stab111s&tion Reaenes 

7~er c.D¥ elect either to distribute 8\lbstent~ aU 

profits or to make COl>tributions to business stabilization reserves , 

t.i~ l Att or calculable on all distributable net income, i.e. , income 

art•r deducting the amount ot incOillll ant\ oxcoss profits taxes tr0111 

ta:<~>ble net inco:ne. The anount to be contributed will IMo 

invested in BusL'less Reserve Cer t1t1catoa or the Tree.aury, 1n 

the pro,lOrt.l.ons of distributable income stated IMilD'II', dependins 

upon the rate or .ouch inco""' to the IIQ8 capi tel buo as is used 

in e~culatine ftl<cess profits, "" the tollowl.n; •chedule: 

Per eont more 

87 

not 
oontr ibutl.on on distributable oroti ts where rate is than but over 

25 • • " • • • §:' 8% 

so " aclditional • • • • • 8~ l~ 

?S II II • " • • • l~ lS% 

100 II II " • • II • above lS% 

9us1ness Reserve Certificates are to be iecued lrJ the '!'reasur.f 

in t 10 na.....e ot the contributor, not t ransferable, and are pa,yable 

as toll~s: 

a. t:henever and to the extent neceoaar:r to prennt a deficit 

efter ~ent or expenses, taxes and contract interest (but not 

~ividonds) . 

b. To a receiver on involuntary liquidat ion. 

c. On voluntary liquidation; but the amount eo distributed to 

be acoount.d as an earned d1 vidond ~ent to stockholders. 

t:ote : Probablj- desirable to develop some practicable ecbeoe 

:or ..cl<in.; eert1t1ea tes cashable where insolvency 1s threatened 

• 

• 

~ 

-
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2 ,,_ 

ot tile I •• ,_.,813 6 t.-..,_., s.a-. ..... til 
~. ulaa..t&al~ 

11o al'-U.w pu 2 w ot 'llaaU peNltW. 

~natl$. 

rupqar 1111r be .u....a ot tM pr'O'rl.e1 ... ill 1111r ,_ 11r t7M 
• s-et.F ot !l'r ., s.a •<nc u..t MP1tal u reqa1re4 to 

t1JiaDoe .. .,....,. .tmrtoae or to a?OU ~ ..... -.1 tMt tae 

reJ.1et -.II\ U -DIIIIZJ IDOl llllftrt.t. 

CGDtrilllaU. ... Jll'ft14e4 tw 111 a.cru.oo l _.. v - u ot 

the t1ret ot \be -.tb tol.low1ac \lie date ., .,. .. \lie ' • 

11 <S.claNcl to be ..s.d. 'l'boM pro..u.ct tar ill leaUoo 2 will DOt 

bt IIAde tor iDonuee of ill- clu.r1.Dc t.be 7MI' ill whioll tbe 

I ' - •toOT 11 .s.ol&red. aed. llu1nel&~ltal~UisaUoc a.1u,. 

Cerutioat.e1 will DOt be required to be parobued attar tile -

cenc;r 11 cleolared aed. 

( 

• 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMioiUNICATION 

8ooretar7 Morco~thau 

llr. 11h1te 

89 

DATE Ooto~r 28, 19~ 

SUbJootl Br1t11h :Dollar Poa1t1o~ 

!Mro are appeD4o4 three .. 110ran4a wh1oh tocothor 
preaont a p1o~ ot t~ Br1t11h 4ollar poa1t1o~ ~• aD4 
tlu'ouah hpte•~r 19112, aD4 a atdo .. at ot the or1«111 aD4 
pruoot otatva ot :rour o08ait .. ~t to prortu dollar rol1ot 
tor the Br1Uih 1'Naevr,. 

I . 

'l'ho t1rat •o110raacl• upla1~• that the horetar,' a 
oou1taoot or1g1Dall7 ••• ~ot a pro81ao tor a117 gin~ 
uount ot rol1ot, but waa, rather, a pro81ao aot to bold 
the Br1Uih to oalh P&1M&h tor tbo11 plaat aa4 aupplJ 
oontraoh that the Az'rq or the R.r.o. would agree to bkt ' 
oTtr. '1'ht t)oo to ~ 81ll1o~ t1cur• waa a 81atakea uu .. to ot the a110unt ot relief that the Arrq wae ooa-
a14tr1111. 81Dot the llarob 19 811Uac, bowenr, the Br1Uih 
han atah4 the oo•mt•o~t to bt tor aa &IIOUt ot 1)00 to 
~ •1111oo, &Del t~ 1'Naa11r, haa taoUl7 aoqu1 .. ot4 1D 
that 1Atorpretat1oa. 

II. !{:!!:r;~ ProJoota t6r dollar rt11tt to t~ Br1t1!h 

'l'bt 1100114 -IIOr&Jlcl- 011U1D .. the proJtoh that han 
boeo propoao4 tor prort41q dollar relief to 8Ht tll.o 
8torttar7' • oo881t .. ~t, aa4 obowa the preaa~t otatua ot 
tho .. proJtoh. '1'ht total 4ollar rel itt now oorta1D or 
T1rtvall:r oorta1D to ~ reotind b7 tbe Br1Uah tro• t~ 
tr&Dator ot pl&Dt aD4 aupplJ oo~traota 11 1195 81111o~. 
AD a441t1oD&l t)l 81111oD aa:r be obta1Dtd fro• tbt traaator 
or eoao o1x 110re pl&Dt tao111t1oa, but praot1oall:r all ot 
the other proJeote, 1~ol'II41JIC the a~q~pl7 oo~traot traaotore, 
are about to bo ab&D4o~o4. !he o&J)oote4 lottor tro• 
8oorotar:r 8t1Doo~ lhould aottla the aupplJ oo~traot tr&Dotora. 
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Dollar relief or a 41trereat tJpe than that ooate• 
plated 1a the or1gUial oo .. u .. nt, honnr, baa been 
pro't'14e4 1a lars- -ate, 

fhe ezten1ioD or Len4-Leaee to oonr Un1te4 I1DC4o• 
a.114 :Doa1D1oD Purohal .. or aaar aoD-a111tarr .wpp11 .. 1a 
eet1aate4 b7 the Br1tilh to relie•e thea or f400 aillieD 
per fl&r of P&TUDte that tha7 ha4 upeote4 1a llarcll te 
han to Mit fro• their on reeo•r•••• l1a1larl7, the 
Br1Uth han been or pro'babl7 will be, rel1ne4 er tlOO 
a1llion per 71ar of other P&fMDtl tor lh1pp1ac 11rrtoe1, 
tull, terrriag &1rplane1, aa4 lorwectaa 1h1pp1q oharter1, 
all of wh1oh tha7 lla4 u:peote4 1a Waroll to han to a11t 
troa their on reaoal"'ea. 

But the Brit1ah han DOt baeD will1ng to aczoee that 
the aaauaptioD or theee iteaa, tor Wh1oh the7 ha4 ezpeote4 
to P&7 dollarl, ooul4 appropr1atel7 be oounte4 toward_,_ 
1DC the t300 to .-o<> oo .. u .. Dt. 

. 
• 

fhe third aell0l'all4a rene•• the Br1 Ulh dollar poe1-
Uon fro• Janua17 1, 1941 to 8ephaber 1, 1941, an4 11t1a- ' 
atee the poeition through 8epteaber 1, 19~2. On the baei1 
or Br1t11h e1t1-tee of their balance of p~nte 1t 11 
roughl7 11Uute4 that the gol4 an4 dollar balano11 of the 
United 11nc4o• in Septealler 19112 will be about t580 aillion, 
In a441Uon to th11, h.onnr, the Br1Uih will reoein at 
leaet t6o a1111oa aore gol4 than the7 ha4 aatioipate4 
throueh a recent arraace•nt with the GonraMat of Iouth 
Atr1oa, 11D4er the ten1 of wh1oh the losth-Atrioaa Jle1ern 
Bank Will Ull MM Of 1t1 IDIIII pl4 Nllrt'll 1ie repatriate 
llouth Ur1oaa 1eour1t1e1. 

B7 leptpber 19112 thare will reuia fl85 a1llien 41te 
on B.P.II. oontraota, the ulUute p~nt or "' .Ul1n 
or wh1oh (ao1t17 Preach re111burleHat) il 4oabthl. 

On the .... 4ate the Jlri t11h Will ha1'e the tollowiJIC 
111et1, 1D a441t1on to their .~ aillieD C014 aa4 dollar 
balano11 
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(6) 

- '-

waaYail&ble • • • • • • • • • • • 
tJa1 b4 1:1JIIdoa foreip ianot­
••h o•h14a of tu tJa1 '-4 .,.,.. . . . . . . . . . . . . . 
Ool4 aD4 foroica ian•'-•'• 
of lr1UIIh :bpire ooatr1 .. 
otbor thaD Ull1io4 UJIIUa aa4 
Oaa.a4a • • • • • • • • • • • • • 

91 

300 • 

t 

t 

Yo.r oo~t .. ai to prort4a 4ollar roliof h tbo lr1Ua 
froaftl'J waa aa4o for ibo re .. oa tui at ibat Uu ilw •nt­
hh ~uooo wore low aa4 u appoare4 tbat tu •nuah preo­
pooh of 1014 aa4 4ollar rooolph wore 1Dntf1o1oDi to ••' 
tho1r oblicaUoaa aa4 at tbo •- u .. aon.ldo a 1014 ucl. dollar baluoo a4oqqb for adnuo plantae b:r iu 
'11111 tod Uasf.oa Oon-at. fllo 1014 u4 4ollar balaaoo 
4ooao4 b:r tbo 1!1. Ullh to 'M tbo ai.U.. uooa11&17 for tut 
J*rpoao wao 1'00 aillioa. JiDH ibo paooap of tbo ~~Lo ... 
Aot ibo Br1Ua )Lan noooo4o4 1a fla''-1 Old'fioioat f._.• 
to _, all iboir dollar oblipUoaa ad h 'Mcia ilw -
..:1&\loa of a 1014 u4 dollar Ml.aaoo tboi wUl toial al.-ai 
1650 aillioD b:r hpioabor 19_,, u4 tbai wUl iaoreaH oh~ 
U:r tboreattor. 
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MEl.:ORA.'IDUU I 

App~ren~ Origin or Your Commitment t o 
provide ~300 to $40o million or relief 

tor the Bri tish Treasury 

92 

The firet intimation or a commitment made directly 
to tlle British t o refund to them some or the advance oay­
oents they had made on plants end defense orders, and- to 
relieve them of some of t heir commit ments mPde before 
·:Prch 11 was given, so tar as your records show at the 
.,eetln; in your office on Uarch 19 , 1941.!/ Tn~ exact 
-Jriin: of thi s commitment is i mportnnt becPuse i t 1ndi­
c•tes clearly that _when you ment i oned to the British the 
' 1 ure of $300 to $400 million tor the first time, so far 
r' t ne records show , you were relying on Ur. Bell ' s stete­
oent t hrt $400 cilli on wae the fivure thnt the Wer De~ert­
~ent ~t~ ted in their letter to you aa t he amount of relief 
thrt the Army and the R.F.C. could o rovide to the British. 
You had not yet read the letter since it arrived t he day 
before the meet ing , and was addressed to ~r. Bel l . 
f'urtl.ertaore, your statement of the commitment at t hat 
meet ing was not in t erms of an amount of money , but in 
ou•l1tct1ve tern>s of whet the Army e.nd the R. F.C . could do. 

The following excerots fro~ tho s tenot yoed record of 
tt••t mee ting a re the pertinent nbraeee: You referred to 
t he t eo t1mony given by Ur. Smith to t he Con~resslonal 
Coo, lttee ~s being incorrect bec~use, you eny, ~r. S~lth 
dld not ou~lify the stetement he made to the Committee 
tc.ot the Sritish would pay for ell outet•nding contracts 
rro-: t t.e .,roceeds of t oe sale of t heir investments i n the 
Jnlted Stetes. 

Secretrry !!or~enthau : ' Less - - now th1e ls r.~ere the 
testimony ie incorrect - - l ess ~hat 
the Army end the R.F.C . would t@ke 
over or contr~cts which, recording 
to t heir letTer, now is how ~cb 
Dan? • 

iJ The only other ori~ins of t he commitment that appear 
oossible s re: (1)- t hat it wse m~de to essure the 
Brl t1eh of the dollar exchr.nge neoessery to ma.lte !>Ur­
c n~see Averag ing about $35 mi llion per l'!eek for the 
ten-week i nteri m between the Lend-Leaes heari ngs and 
t he ?asee~e of the Act, or (2 ) tht t it was mPde et 
your o ress conference Of ~Ch 13 r.hen you strted th~t 
25 .,ercent of out stendi ng Srit1eh contrPcts might be 
tAken over -- 25 percent of 31 . 3 billion outstp_nding 
on Jnnuery 1 oakes $J50 mill i on doll~re, as one ~snorter 
not iced. 

-

' 
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ur. Bell: "Well, potentially $40o mi lli on. • 

secretary Uorgenthau: •Let 1 a eay between $300 to $400 
mi llion. • 

t.(r, Cochran: •I think that ia a little high 
beoauae that includes some contract s 
for wb1oh the Briti sh are not yet 
committed. 1 

A careful examination of tha letter ref erred to from 
~r . UcCloy to Ur. Bell showa t het the amount of •relief• 
that t hey said they could t ake over waa $427 million; but 
$342 million ot that $427 milli on waa not relief 1n the 
eenee i n wh ich the term was being used at t he conference 
and l ater. The $342 million consisted of goods and olente 
thrt ~ere on t he British list or needa, but t or which they 
had cade no commitments and no advance pafmente. In other 
worda, Ur. Bell mi sunderstood t he letter (which he bad not 
had time to read carefully i nasmuch aa it had Just been 
handed to him) and gave the figure of $427 mill ion when the 
figure he would have g iven, had he had tlme t o examine the 
letter carefully, was $g7 mill ion. Thls sg7 million of 
rel ief from then existing British commitments which the 
Army hod promised in t hat l et ter to take care of with the 
sssistonce of the R. F.C. , has already been taken care or . 

Secretary Uorgenthau: •Let ' s put it this way. Leas what 
the Army end the R.F. C. could take 
over, the Army taking over oontracte 
where you have a down payment on t he 
order, and the R.F.C. t ak i ng over 
those contracts where you have in­
vestments i n plants. Ie that correct? 
Well anyway, that 1a my understanding 
with the President. • 

It the Army were to take over all t he contract s on 
which the British bad down payments, t he aum or t otal commit­
ment s t hat the Army would take over would amount to over a 
bill ion dollars. It would include all contracts, inasmuch 
as they all involved some down payment. Therefore, the 
reasonable interoretati on of the last remark quot ed above 
la that you ref erred to those oontraote which the Army felt 
it could t ake over, namely, the tg7 m1111on referred to above. 
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From that moment on, the Br 1t1eh alwaye referred to 
your commitment that you would take them out ot the $300 
to $400 million, and you haTe acquiesced in t hat 1nte~re­
tet1on, although 1n teet 1t appeare !rom the record that 
you or1g1nal1y neTer made auoh a oo .. 1taent -- at leaet 
not t o t he Br1tifh. 
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........ II 

Stat. of Pro~ ftllll' Dollar .. u..t to \be Br1tiall 
~ 

(All fialar'M in .UUOIW of clol.l.are) 

r--·- ,_... 2l. (TbU truafer na ~ .._ 
u.. •I" aDd \be t2l. .... alrNq 
bHD receiftd l'f tile llr1tuh) 

4 llacld.Dt OWl l')..azM 24 
(JiefOt.1at.iOIW for theM plaata 
....,. ca.pletecl .... u. aco _, 
$) baa &lr-'ir -- ..-iftd. 110 
clitt1.CIIlt;r ia «q~eCtecl in ,.......r-
inc the rcn·• , ... ) 

ll Otber Pl.aDta ooatiJIC $?9 SS 
(TI» ar111r baa NOelltqo oert1.t1ecl 
t~~o .. p1.anta to \be R.r.c. a 
tbo ra&l.DiJlc dittioultiea u. 
~etrat.in ooq) 

6 Addi.Uoml Pl&Dta coatiJIC $31 
(Tbia liot of p1.allta lldtabla for 
trUiotftr .... .W:.S.ttecl 1aat ....u.. 
llo action bu ,.n bee takml upon 
tba, &lt.boqll ulU.ta NOOft%7 of 
._ portion of \be $31 1a prcbabla) . 

4 Mat:M,. 01>11 Coatoracta 28 
(fbo Britiab haft receiftd $5.4 OD 
tboM oontraota, aDd DO c11tt1oul1;r 
ia upeoteclin nOOJWliDc \be ~ 
ll&ind8r) 

Ccntracta plaoecl prior to Maroh U\ht 
Sbipa 
(b ll&r1U. c~eaion baa rehMcl 
to take - \be .. ~ Oil \be ~ 
tbat tllq - oo&l 'bw.-. for 'lltlioh, 
tbaJ Nf' 1 tMft 1a DO plaoe in \be 
'-'ican IIIII" '""'' IIU'iM) 

95 
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Certain or 
alaqs t Certain 

t.il"fllane Engines 
(,. oril!inel 8110\lllt or t rane!ere 
reoueated 1n tbie cetagory waa 
~5o. On the gro•md that no arm;y 
1\lnda were naileble, the progr..,. 
'"'" r educed to $40. The ~ hoe 
bow reported there are no tunds 
nva1l•ble to teke over the e40) 

Tanka and Tank Engl.nee 
('nle •'""'Y hos also reported tbat no 
1\lnda a.re available !or these con­
tr ac ts) 

r' "'" "'ta placed since l!arcb lltb !or !laval 1tems1 

(It wu said in September tbat no Lend­
lAue t\mda are available for tba t ake 
over ot this contract. Tbe contract 1a 
ol f€1ble for Lend-Lease ta!<e over, ...,._ 
over, and funds may yet be found 1n the 
new appropria Uon) 

•tract.e placed eince llareh lltb for ordnance items 
W>rludl1no lettore of intention not considered 

(It is not yet decided whether Lcnd-Leaee 
1\lnda a re to be available for this item) 

ts 3JlCI amencbent• oince llarcb ll th for air­
! tt~:S : 

('nte principal dit!iculty with tb1e ite:o 
1a tba t the contracto are largely U!end­
Mnto , clwlgee 1n desi.:;n , etc., involvins 
t d'liniatrative d1t!1C'.Utiee) 

(in e!feet tranefer) of Vultee contract 11 

( 'lhle item Ill'~ been agreed upon and t.bt 
llrit ieh oX])!'Cted to receive tho money dally) 

(in ettect transfer) of RO!lington Ritle 32 

(A0reeo~ent on this item i e expected to be 
reachod very shortly) 

(in e!!eet t ranafer) of Savage Ritle 24 

(Tbia Uc i e aleo expected to be "P'" 
proved ebortly) 

195 

96 

Poee1b1e or 
ProbaNe Qnliktl.J 

1 
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total dollar ...uat Mrieia, .. alMe\ Mrieia, ·'-be reoelftd. \lie 
Briu..llia $l.9S enu-. !D \Ida 1111T be -.ddeol a~ IJ1w1llte ~ * _,,.. ot edd.iu-1 p1.ua\ tii01UU... Ill\ \lie ~ ot \liMe -. 
1~. f226 .nuon, 1e aU tlaa\ •- a\ UWo M'- tel be r"rblo• ..,._ 
a--\rl7 8\1uOD' o ftPlT tel 7Wl' la\\ar oiiRl.cl be ta'fOnble. 

lJI addi\ioll tel W. reliat • be hW • \be llri\ieb ba'N beer el1eftd ot 
Mld.IIC arq tiQI8DdiivM tor wb1ola 1a lllroll t.boq W ~tel llaft tel 
rptlld tM1r - clollal' ~. 

(1) !lie eartrdon ot ~._.. tel -
lhlitecl f1n&<k- pvUuee f-.r 1lld.ola 
llr. l.ri7Me N1d 1a )lq tlaa\ the llri\ieb 
~ DMd. clollal'r Nli ..... the Bri\ieb 
ot ebooa\ t8 eUHoa par -"'• or $1.00 
pjl l fop pG" 7MZ • • • • • • • • • • • • tlOO .. nu. 

(2) !lie ut loa ot ~._.. tel -
... -'l1\or7 ......... pvobroeo 
bao bee oo\iaatecl tel ba'N Nl1oftd the 
llri \1eb ot ebooa\ U2 .s l uoa par -"' 
oU.O. hM, Uld. W. ...uat 1e ~ 
tel 1aoroaoo tel t2S .sn IPD par ...a\b 
at\ar \be Uld. ot UWo ,..... lor 1942 
\b1.r will. _,....\ \o IJOO .U.UOD o o o o 

(3) !lie ta<taoioD ot ~I.ouo \o OO'I'W' 
MIIIJ' olda>l"£ Hnicor, u4 clollaro 
paid \o the ~ tor the uo ot 
the lo~ .-cNa\ ..nar, ..S tor 
the tW'I71Ac ot a1.rpl.aM. \opt.brr 
wi\b the ~ ...uat ~ tel --­
l..rliM b'Cia a ~ -'1oe - be1.q 
IIOF\iatecl, 1111T W $1.00 w1 l Uon par 
7MI" •••••••••••••••••• lOO -

• 

• 
! 
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Poalticm em Jm!!J7 1 , lMl 

a.. JmiW')' 1 tM Br1t11h 11&4 cold Uld ottio!.al 4ollu b&J.UION ot tue aUlioo, u toll on • 

Ool4 • • • • • • • • , • • •• 12• •U,llcm 
Ottio!.al dollu balmo ... , , N • 

'A" • 

Jmi!!J'Y 1 , lMl to S!ptaber 1, lHl 

klUioe ot ~· ot tho Br1t1oh Blip1H, 
u oludJD& C-do Ul4 llwto..,dlmd, 

J..,\1&1')' 1 to S.ptaber 1, l Ml 
(411 4ollu tipNa uo Sa aUli«oo) 

1. Froa J111 . 1 to Sopt, 1 ~· .acto oo B, P, II. 
oontraote ..oUDted to , , • , • • , , • • , , , • , -t~T 

2, llurJae tho .... por1od the Sterliac Area had a 
favorable balanoo ot NU~>h oo all ._oro!.al 
traneaotlcma oth• r tb.D B, P.M. , •• , , , , , , , 4 128 

~. jnd tho St.rlSac u ... aold nftl;y ... Sao4 &114 41o-
hoar4e4 'ol4 aaOUDttDc to • • • , • , •••• • . • • + 281 
(Tbh h uolual ... ot tlO& ot Bel&im cold, caitted 
tr .. oaloo Ul4 tr .. all nbo~mt t&blll atiooo of 
Britiob cold hol4Sac••> 

•• llakillc a totel dollu ut1o1t em .......... t aoooomto of ~ 

&, lhh dot1o1t baa hem- liJ' 

~al Balo of cold tr• otf1o1al atooka •• • • 
b 8alo of Viooo .. eo, Uld 1- lip«> 

u oeto of B..- aD4 WUU .. ooo • • • • •• 
~o) Sale ot .uket&blo tJ, S, ooolll'ltloo • • •• 
4) Fil'ot Saatallamt oo R.r.c. lOUI • • • • • 

98 

Ao a r ooul.t of tho oalo of c old rr- ottio!.al otooko the Br1t 1oh cold 
IJld dollar azobonco uooto 4eolillo4 tr• Jtlllla&l')' 1 to Sop~ 1, totalq 
at tho ollll ot tho poriod t2Q6 .uu .. , u follCifto 

Gold • • • • • • • • • • • • • 
Ottiol.&l dollu bolan- • • • 

tlil ailli& 
N • 

lltlf • 
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leEtw .. 1, l9iil to llaroll 1, W 

ro...oan of Britiall BalaDoo of l'IGwte 
Sept..-. 1, J.Siill to Jlaroll 11 Uli2 I 

(.&ll doll.&r f1&vee ue 1D 111111ou) 

1. W1J>C tile~ 6 ~.Sept. l, l9iil to 
llarelll, 1942, tiM Britiall ~ • ....,,, ... 
c.uda aDd ll..t ........ , ...... 'rill reqaire 1D orclolr 
to ..- 1te dollar ®lipUoM 

99 

(a) OD 1. P .v. ~t.ate • • • • • • • • • • tsoo 
(b) OD otbllr ~ • • • • • • • • • • Jl2 tl,OJS 

2. DllriDc tile - per1ocl t.bq ~ to reoeift 

(a ) OD tn.Y .ad aeni.oe tr-u.m. • , • • IS9S 
(b) OD tiM aale of-~ aoU. • • • • .12!! ~ 

), !be apected deficit fw tiM ~ 6 -tile oa 
cv..rrat operatioM ia, t;,M:retore • • ••• • ••• 

4, Ill acldJ.t.iOD1 tba Britiah 111Q' l:'eOOift 

(a ) 011 tba1r a.r.c. loa •••••••• • • 
(b) OD rellat throqh tiM tr&Dater of 

plant aDd RPPll' contract. ••••• • • 

tlSO 

S. llaldJlc a dollar aurpl.IY oa all op.-at.iou ot • • • t )2S 

6, lb1oh1 ..sdecl to tiM plAI ....S dol.lar bale cO II helcl. 
OD s.pt. 1 of • • • • • • • • • • • • • • • • • • 1216 

.Ei 
tooal4 aalco a total &Old ....S dollar hllaDco oa 
Kareb 1, l9k2 of • • • • • • • • • • • • • • • • • ~ 
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!'be Bl'i tillb haft DOt. proT1ded 11111r •t.iaate ot \bail' Mlence ot ~ 
...,u atter 11arCb 1, 19la. !beJ baft, lww•••• pro'f14ed •t.iaat.ee ot 
tMir ~t.a 011 B.P.ll. contract.. 1b1e it•, wbiob baa bMII t.M laraeet 
dre.ill o11 Bl'i tilob cold and dollar tuncte, ill apeot.ed to d..,,.,. ab&rpq 
atwr llareb 1, 191.2 u the contract. l'WI out, and oonaequ~~t.q the Bz'itilob 
clt!icit 011 ourreot accout u;r be GJ>Kt.ed to b- a avp1u attar that 
cltU. 

Dllrille t.M e1x 8011tbe llarCb 1 to Septe.ber 1, 1942, the l!t1.tiab a:pect 
to,_,~ $)00 pflHon tor B.P.Il. ~. It, tile, all otbar C1ll'nllt 
u- obould ....U. tbll - u t.boee -.t.iaat.ed tor tba preaent period, the 
Jlr1tilb will haft I nrplu 0D ~ &CCOWlt.a dnrinc tlloN eix _,tba ot 
$50 p11Hon, and witb®t 11111r tnrt.llc' liqaidatiOII ot .... w t11q will be.~ 
to -ate • cold and dollar l>elenca ot t6liO pfll1on. 

'll>era will ....U. at t.bat date, S.pte.ber 11 151.2, $96 pfll1on dDa 011 
B, P,II. contract., and an additional $89 a11Hon <-tJT iNilcb raboboarla­
PIIIt) tba .Utiaate ~t ot wbicb ia dollbt.tcal.. 'lith 10 little to pq 
upoo B. P,II, contract. attar S.~ 1, 1941, Olll'l'llllt &CCOWlt.a of t.ba 
Britiob u;r be apaot.ed to yield tbaa a dollar wrplua ot o'Jir halt a 
billioo dollara per ;rur, ao 1.011& u Land-Laue t'clllda 0011tillue to pro'f141 
u l&rc• a •b&re ot Sterlill& Area requtr. .. w aa it ia •tiaated tllq 
will prorlda ill tba ~ au -..t~~e. 

In add1 tion to t6liO a11lion ill cold or dollara and t.ba proapect ot 
ac~Unc a tnrtbllr $500 a< JHoa :yur}¥1 t.ba Britilob will ba'JI 011 llarcb 1 , 
1942, the toll.olr1.nc dollar • •ate• 

(1) u.s. •ecuritiea • • • • • • • • • • • • • 
(2) u.s. MCIIJ'i.ti• and <11rect imwacta 

lodpcl with t1111 a.r.c ... - collat­
eral ($700 lodpcl1- $42S receiftd 011 
loezl) ••••••••• •• •• •• ••• 

(3) !ru.et t'clllda 1ID1cb tbll Br1 t1ab NT are 
DOt aYailable ow1ll& to our trut ~. 
blot whiob oar 1epl atatt would ban 
to .,.,.,,. iadiYtctn•''J betore a det1D1te 
decillion 011 tbll1r aYailabili t)' colUd ba 
ucla •••••••••••••••••• 

(4) Print. dollar ba' •no• which the 
Britilob olaia to ba -•a1lahl• • • • • • 

t 

290 

)00 

• 
• 

. 
• 

' 

Regraded Unclassified



101 
TilE :sRI'l'ISR SUPPLY OOIJ!TCIL IIi J:OR'i'"d All:!UCA 

llox 68o 
!t:."'oubl\e 736o 

J ter llell: 

! enJomln i rr nklln St~tlon 
•••hl ngton. D. C. 

October 20 , lS~l 

I am not •~ro whether you ft r e contr~l~t lng either 

the ncend!!lent of your g t'lner ttl l iceoees o r tbr 1ttU." o! ne'" 

1 nctr~t1ons either to bcnka or to your repre tent~tl~es i n 

:=t.i~ to~ : t.e result of the cii ec;as iona v!t.1 Coet-.ra..c. t.nd 

The r eaton !or my vr1 ti~ la Uu.t we h.t.\·e Just 

heerC f rom London t hr t it vould help t hem verJ ~~ct t~ coo~-

d1r.nte their inotruetion• t hroughout the st crllnr, nree ii 

they could see vhct over your ~ver~ent nro~oac m to lasur Et 

l oc: ~s ~ossible before publ1ez!1~~. 

1 a!o.all be • ery f;l"~te!Ul ~or ~· thl~ :;~u ~ tel: 

~·. 

. .r. ::l . ::. Eell 
'i."c.i tee! 3tetes :'ree tJ.r1 
;~•l: l.!l(;ton. D. 0. 

Y~uri t i neerely, 

(Sl o;ned) T. !: . Dodo;' 
~ . t:. ~ell l ey 
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'!ELEGRA:: SEI!T 

RS GRAY 

OctobEr 28, 1941 

5 p. m. 

110 

A;:ERICAN CONSUL 

HO:!G KONG, (CHii<IA) VIA N. R . 

373 

FOR FOX A);!) COC:-!JLUl ?RO:l THE SECRE'!'ARY OF 

ThE TREASURY. 

This mEssagE contains our asswmptions and 

coMr.Ents on your 420 and Cochran ' s 423. \':E ar t 

prrpnring 11crnsr s and othtr dooumrnts on this 

baJiS and want you to o.dvist immtdiatE1y if o.ny 

of our atsumpt i ons incorrEct. '::r 11111 is~ut 

1ictnsts as soon as "t rtnsonab1y can do so. 

Part A. Rt your 420 : 

1. Your (1)(A) on actndmtnt to Gtntra1 LicEnsE 

llo. 58 : (a) ·;;r asaur.:t ths t your points 

(1) , (2) and (3) on this subjtc t indicatt 

that you and t.llt Bollrd nr £ in ngrE tmEnt 

with (1)(A) in our 304 nnd thnt thtrE 

is no furthtr nttd to o.wa1t your rtcom­

otnd~t1on on point (b ) 1n Part 3 of our 

350. ·;1£ n ttd your rtcon.1"t nd:>t1 ons on 

Bl\nk StlgE 

• 
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-2-, #~7~, OctobEr 28, 1941; 5 p. m., to Hong Kong, 

Bank Btlgt as rEqutstEd i n (c) of Part 2 of 

our ~so, Wt plan at prtstnt to includE thi s 

Bank. (b) Any ChintaE bonks 1ncludtd on 

Schtdul£ A would bt accordtd tqual pr1v1ltgt a 

undEr GEnEral Lictnat No , 59, Howtvtr, thtr t 

1a conaidtrnblE doubt 1n our mind as to thE 

ntetsaity for paragraph (2) of Gtntral L1etnst 

No. 59. GEnEral Lictnst No. 58 will covEr 

tradE with thE UnitEd Statts . TradE bEtwEEn 

Chinn and tht othEr artas tithEr nEEd not bE 

f i nancEd through dollars or thE ExtEnt to which 

it dot s so nEtd to bt t1Ranctd would not sEEm 

to rEqui rt a gEntral l1ctnst as d1st1ngu1shE• 

from spEc1.f1o licEnsE trtatmEnt. WE thErE­

fort plan to dElEtt psragrnph (2) . 

2. Your (l)(B) on Gtntrnl Liotnst: No. 64: '17£ 

arE in agrEEmEnt on first stnttnot. WE would 

apprEo1ntt your dEvEloping tht statEmEnt rE­

gnrd1ng Evasion via J11po.n and Hong Kong as 

wEll 11s suggtstions rtgarding thE typE of 

"oaut1on" to bt ExErci sEd by ForEign Funds 

Control. 

~ . Your (l)(C) on rtm1 ttanou: 

(a) Tht s1gn1fionnot i n tht VBr1Bt1on 1n 

lnnguo.gt 
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-3-, 1~7~. OctobEr 28, 1941; 5 p , m, , t o Hong Kong. 

lD.nguo.gE b EtwEEn your (l)(C)(l) o.nd that in 

(l)(C)(l) of our ~04 i s not OlEar particulnrly 

with respect to thE phrasE: 

"o.s apart from thoSE of tradE ariaing 

undEr 1a(l) 1 and •o.(2) ' o.nd in a drnft 

not subjEct to thE l i mito.tions prEscribEd 

by gEnEro.l licEnSES Mos . ~2 and ~~· . 

(b ) VIE o.ssumt that this quotEd phro.sE mEans 

that you would likE to stt a stipulation 1n 

tht remi ttancE lictnat thBt it did not au­

thorizE o.ny transaction incidtnt to import 

o.nd export tradE bEtwEEn t h£ UnitEd StatEs 

o.nd Chinn, thus comptll1ng tradE to flow only 

pursuant to thE tErms of GEntral LicensE No, 58 . 

WE do not sEE that o. stipulction of this typE 

1s tsstntiel to insuring that dollo.rs rE­

sulting fran exports froiD Chino. accruE to thE 

"coopE.r o.ting banks". Evtn if thE rEmittancE 

licEnSE wErE EmployEd by o. person in thE 

UnitEd StatEs to buy goods in Chino. thE dollars 

would o.ccruE to thE Ctntral Bo.nk and thus bE 

avni l o.blt to thE Board o.nd thE "coopEra ting 

banks" . 
(c) Accordingly i t would o.pptnr that thE nEEd 

for Excludi ng import and Export tradE from 
thE rtmi ttnnc t 
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-4-, #~7~, OctobEr 28, 1941; 5 p . m. , to Hong Kong. 

thE r Emi ttancE licEnS E must arise from other 

considErations . Thus, WE assumE you intEnd 

to prEvEnt tht Export of JapanESE goods to 

113 

thE UnitEd Statts through Chins by instruct­

ing thE "cooperati ng banks" to rtfus t to buy 

dollars undEr GEnEral LicensE No. 58 rEsult­

ing from any such transao tion. Simll.orly WE 

assumE tho t thE samt approach will bt adoptEd 

with rtspcct to rEcalcitrant Chintst ExportErs . 

Thtst would apptar to bt lEgitima te functions 

for you to txtroist . If you hovE di fferent 

viEWS pl tast ooJillllEnt . Your conm~Ents would 

bt partioulorl y hElpful i n our considEring 

thE typE of UnitEd Sto tts customs control 

which may bE tvrntunlly adoptEd ( sEE Part 2 (b) 

of our 350) . Pending tht imposition of a 

complEtE UnitEd Statts customs control wE 

intEnd to stipulatE that tht UnitEd Statts 

consular i nvo i c E on Exports from Chins to thE 

UnitEd St11tts nill havE to ctrtify that thE 

dollars aocru1ng from tht Export havE bttn 

t urned ovEr to onE of tht "oooptrating banks" 

end advis E UnitEd StatES collEctors of customs 

to hold up all ohipmtnte not btaring such 

otrt1 t'icntion. 
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-&-, #~?3, OctobEr 28, 1941; 5 p . m. , to Hong Kong. 

oErtificllt1on. 

(d) WE assumE that tht mtohanios of your (1) 

(C )(2) will bE as follows : If thE Ri ggs Bank 

in Washington has an ordtr for a rEmittancE 

to China, as in thE paat it will transfEr 

114. 

thE amount to its NEW York corrEspondEnt which 

wE will assumE to bE Bank of Manhattan. Bank 

of Manhattan will transftr dollars to thE 

account of onE of tht cooptrating banks (i. E. 

thE ChartErEd Bank) such account bEing mai n­

tainEd wi th Bank of China, NEW York (as agEnt 

of CEntral Bank) Md Bank of Manhattan will 

instruct t hE CharttrEd Bank to tfftct rE­

mittanc E. CEntral Bank will at statEd intEr­

vals makE fapi tLvailablt to thE ChartErEd 

Bank against thE transftr of tht dollars thus 

accumulatEd by tht Charttrtd Bank 1n NEw York 

with thE sank of China. In thE Ph111pp1nta 

WE assumE that s ll!lilar prootdurE will bE 

followEd EXcEpt that appropriatE provision 

will bE madE so that sub- brokErS and broktrs 

as wtl l a s banks oan oontinut taking ordtra 

for rtm1ttancts as in tbt past. Wt assumE 

also that Board will accord cooptrat1ng banks 
cquitablt 
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-6-, N373, Ootobtr 28, 1941; 5 p . m., to Bong Kong. 

EquitablE trEatmEnt in mntter of compEnsat ion 

for EffEcting such rtmittanots . Thus it would 

appEar that thty should b£ pErmittEd to acquirE 

fnpi for such transactions at thE buying ratE 

for fapi of thE Board rathEr than at its 

sElling r atE. Your remarks in (2)(A) and 

(2)(B) indicatE that you art in agrEEmEnt. 

(E) That port ion of your (l)(C)(2) which rEads: 

"providEd that rtmittanccs in thE currency 

of o.ny country which is not blocked m:1y b t 

effEctEd through thE usual banking channEls" 

is not Entirely clear to us , However, this 

point plus your discussion in point (2 ) sEEms 

to indicatE that tht prootdurE with rEsPECt 

to rtmi ttancEa from tht UnitEd StatEs wil l bE 

followed in thtory with respEct to rEmittancEs 

from othEr arEas. Wt havE no objtction to 

this . 
4, Your (l)(D) on OtnEral Lioene£ Nos . 32 and 33 : 

'liE art 1:> accord with your vitwn . Ho·ucvEr, 

thtsE genEral licensEs will not bE usEd for 

EffEcting rEliEf funds , patriotic contribu­

tions, Etc ., since thESE rEmittanc Es vtill bE 

freEly pErmittEd undEr thE nE\1 rtmittanot 

license . 
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-7-, 13?~. Oet~<r 28, 1941; S p , m, , to Hong Kong. 

liotns c. Th£ chiEf function or Gtntrcl Lictnst 

tlos . 32 nnd 33 will bE to tc.kc cart of thE 

personal needs of non- Ohints£ i n China who 

osnnot qualify undEr the ntw rtmittanct lictnst , 

Thus a Gtrman nationc.l in China having a blockcd 

account 1n thE Unitcd States could not rtccivt 

rcm1ttc.ncts undtr thc new rEmittence liccnsc 

nnd would havE to rcly on thc tcrms and condi­

tions of Gtntrol LicEnsE No. 32 for living 

expo:ns ts . 

s. Your (l)(E) : As ind1catcd 1n Part 3 (H) of our 

350 we concur with your v1tws . 

6, Your (2 )(A), (2 )(B) and (2 )(C): \'It art in 

agrconmt with your proposal , Notc remarks 

in our (3)(D) rt our unders t anding of plan. 

7 . Your (3) re addition or Chincac banks : Wt 

agrEEo 

a. Your (4) rt dcstgnattd agcnta : WE agrtt , 

9, Your (S) re Hong Kong: 17t apprEciatE your 

rEmarks on this subject and have bEEn concErnEd 

about the same problem. ThE problEms of trade_ 

bEtweEn t he UnitEd Statts and China via 

Bong Kong and ron1ttancEa to China through 

Hong Kong should bE dealt with as soon as 

poss iblt . 
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-8-, #373, OctobEr 28, 1941; 5 p . m. , to Song Kong, 

possiblE. WE should likE your suggestions as 

to what procEdurE might bt followed pending 

an agrEEmEnt bEtwEEn tht ChinEsE and British 

on thEsE poi nts , Can the British and you 

suggest at least a provisional procedurE? 

In thE mEantimE wt do not plan to hold up 

issuancE of nEw lictnst s on this account . 

10, Your (s) : WE assume that this mtans that thE 

Board will havE at ita disposal all u. s. 
dollar ExchangE acquired by the ccoptrating 

banks including thE Cent ral Bank, W£ view 

thi s as essEntial to the program. 

ll, SincE thE t Erm "coopEra t ing bank" may cast 

an unnEcessary stigma on all ChinEsE and 

forEign banks hot includEd on SchedulE "A", 

we plan to usE thE term "appointed bank" . 

It is s uggested that wt should not brand as 

"non- coopErati ng" all banks to which wE ar t 

not giving thE opportunity to participatE in 

thE benEfits flowing to a "cooperating bank" , 

ThE usE of thE word "oooptratE11 may bE unfair 

and may 

fac tory 

Sat is-caus E,unneoeesary bad ft tling, 

rEsults may bE aohitvtd by using 

anothEr term such as "appointed bank" throughout 

thE licEnSES , 
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- 9-, #373, OctobEr 28, 1941; 5 p. m., to Hong Kong. 1.1.8 

tht lic EnsEs. UndEr this suggEstion tht 

dEfinition would rtad subatantiall1 as follows: 

"Tht tErm fappointtd bank ' shall mEan an1 

of thosE banks buying and stlling foreign 

ExchangE with the ptrmission of, and sub­

jEct to conditions prtsoribtd by, thE 

Stabilization Board of China, thE namEs 

of which apptar on Schtdult 'A' to GEnEral 

LicEnSE llo. sa. • 
Part 3 . ThE folloning arE our comments on Cochran's 

423 : 

' 1 . l'ung' s No. (l): Wt art EntirEly willing to 

accept thE rtcommtnda tion that tht nEw rE­

mittance licEnse exoludt rtmittanoEs to 

Japants E ne. tionals itt China. Ho\>EVEr, WE 

think that rathEr tilan c onfint thE Exclusion 

solE11 to thE JapanESE wt would prEfEr to 

ExcludE all rEmittances to nationals of an1 

blockEd oountr1 othEr than China, sincE from 

our point of v1 EW i t would bE undesirablE for 

Italians1 Etc., to obtain yuan. SEE C• l undEr 

Part A. 

2, Kung's ilo ; (2) : ThE Chi nt&E banks nomina tEd 

art acceptablE to us if acceptablE to 1ou• 

\'1£ assumE 
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- lo-, /1373, OctobEr 28, 1941; 5 p. m., to Hong Kong. 

\'IE assumE that no rEcommEndation of tilt Board 

as to tilE addition of ChinEsE banks to thE 

list of "ooopErating banks" would bE madE to 

us if such rEcommEndation WErE oontrnry to 

thE wishEs of thE ChinESE GovErnmEnt. 

3. Kung's No. (3): WE havt no objEction to tht 

list of agEnts dEsignatEd by thE Central Bank 

of China for thE Unittd Statts and tht 

PhilippinEs. 

4. Kung's No. (4): Wt art in agrtEI!Itnt. SEE 

(10) undEr Part (A) above. 

s. Our viEYIB on thE Hong Kong problem corrEspond 

With thoSE ExprESSEdo As indicatEd in (9) 

undEr Part A abovE WE should likE a morE oom­

prthtnsivE statonEnt as to th£ EffEct of 

promulgating thE program undtr considEration 

without an undtrstanding bttwttn China and 

tht British. At ltast a provisional arrangt­

mrnt would 8££111 nEcEssary. 

11.9 

Part c. As you of coursE rtalizE this program doEs 

not d£&1 with problEms rElating to tht ob­

taining of Export liotns£8 undtr thE u. s. 
txport control act and with thE quEstion of 

obtaining appropriatE prioritiEs for txports 

to Ch1nn 
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120 - 11-1 #373 1 October 28, 19411 5 p , n,, to Hong Kong , 

to China, Th£s c problema art under discussion 

but it 1s not i ntended to d clay ao tion on 

this program pending a determination of such 

problems . 

FP:OL:IlCE 

:BULL 
(FL) 
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Io rt~17 refer to 
Y1 S<)ll. 51/753 

121. 

October as. 1941 

!rile Secrcter;r o! Stato ]>l'eaente h1t comp11luntc to the 

!!onorab1e the Secretary of the TI'<'!!.IU!'f &lid tr.nulta ,..,.a;>hr ... ee 

o! te1eus=• lio. 1159. elL~ October 1&. 1941. tn4 lio. u;o. 

elated October 17, 1941, fro~~: the J.:oer1con lhbautr , Ju.noo .Urea, 

u~nun.,, concernln& lmporto of gold into Al'&entin& !roD Japan. 

'!lnclo auroa 

l. rro:n D::lbo.cay , !uenoa Airea, 
lio . 1159, October 15, 1941. 

2. J'roa 3.:1basay, :B"J.enoc Ai rea, 
lio. 1150, October 17, 1941. 

eh:co.w 
10- 31-41 
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JIOMI Aller1o.a •buQ', h01101 A1reo, u patlA&. 

JIADI Ootobor 18, 1941, 1 P•• • 

IOo I 1159 

122 

:t.ter ... oe 11 ...S.o to t.11a •buQ'1 e '-1•cr .. ¥o. 1150, 1 p ... 

uto4 October 17, 1941. 

oppeariD& OD t.ha iDY01oe ot t.ha otr&D ot the !oe .!!I!:!L 11111cll 

arr1To4 iD Juaoo Alru OD Ootobor 15, ve1&bo4 2676 ldloc:ruo grooo. 

!hit .,,.,. that .},000, 000 11 the appro:o:t.ate nlue of tbo &Dlcl.. 

Whether or DOt tbo TUoe1 brou&bt JDore &Dlcl. thaD vat oD tho ....Uoat 11 

DOt kDOWil to Ul & t the preteD t t1 .. , 

eluoow 
lC>-}1-41 

• 
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7All&PHI.LD 07 mJQPtM mntfD 

J'IIOMI .Aaerlou :lllbao17, llueDoo Alru, .Arp~~tl.aa. 

D£DI October 17, 19111, 7 p.a. 

110. I 11,0. 

123 

llo!orc:oeo 11 11184• to the :r.bao17' o doopatch lo. }205, Ull4or 

4ato of Oetobor 1 , 19111. · 

!U !2! .!!:!!::!!• "OdUch h a Japo.~~uo ollip, arrl-..4 1o :IQQoo 

Alroo w1 th a e&rfiO of oOTentJ-t.hrl• caMo of f10l4 Oil the 15th 

o! Ootobor . At the preoct u .. tho Vllllot of the caooo 1a llO \ 

klloVIl. a 1o rollabl:7 reported that t~ '1'0.1. IWID "-'• kllow 

to tho Ct ntral Bank lll lluelloo Alroo that $5,000,000 ot &Old w.o 

on board the oblp to b o uao4 for purchaooo of prodv.oto 1o 

.Argentl.aa. (The proiUIIJ>tlOil 1o that hidoo aro to bo 1ool"11414 

1o tho purebaoo of .Arsentloo prodv.oto. ) lo,..,or, tho Cmtral 

Back 1o llueDo o Alroo bollOToo that $10 , 000, 000 ao:r bo the _,,.,., 

Oil board tho ollip. It 1a repcd'to4 that \he Tol<ohua lpocll Bank 

lllippo4 the 110ld fro• toqo. 

11>1oow 
10..}1-111 

' 
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TREASURY DEPARTMENT 

INTIEIHIFl'lCIE COMMUNICATION 
124 

OAT& Octo~r 28, 1941 

ro StcroUl7 Morcontb&l> 

Roglotorod tterlin« tranoactiono of tho roportl~ bODko voro ao followo1 

Sol d to co~~•rcial concoroo 
Purcbaood from commer cial concorno 

itbb ,OOO 
It 2,000 

Opt• aartot otorl!n« held oteadT at 4.0}-1/2 , and t horo voro no reported 
~raauc,lo:at . 

Cootl~ng ito t.pro•••ont, the Canadian dollar cloood at a diocoant of 
1G-3/'4f.. 'i!ho poot office vao reported to ~ a 'biiTor . 

In Rov Tort, clooin« ~tationo for tho for oicn curroncieo lioted bolov 
nre u tolloves 

jxgontino pooo (!roo) 
Brasilian •ilroio (!roe) 
Col .. bian pooo 
Mezican pooo 
u~an pooo (f ree) 
Vono~olan boliT&r 
Cuban pooo 

. 2}70 
·0505 
·5775 
. 2070 
.4b25 
.2b25 
1/8'{. diocount 

Jo oold $10,000,000 in gold to t he B&llk of Port\lCal, which vao &daed to 
I ll u r:sarkod accOilll t. 

'Jo purchaood $1,125,000 ill gold fra:a tho oarurkod account of t he B&llk 

o! Y.ozico. 

No new col4 ·~ .. ente were repor t.!. 

In London, a prico of 2}-l/2d voo again fi~od for opot and forward oil Tor, 
t~ul .. l ut t o 42.b7;. 

rho Treaour.r•• purehaoo price for toroicn oilTer wao unchanged at 35;. 
E .. d,y and He.rman• o oo\tlaaont price tor torolcn olln r voo aloo nnchangod at 
~3/41. 

lit made ou purchaoo ot new vrodllction oilnr Mountin« t o l!o ,500 onncoo 
I!Oder the SilTtr Purchaoo .&,ct. !hi~ allnr, which vao b""'ht t or opot dol1Ttf7, 
c-a::a trozs J'aYa. 
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!be report ot Oc\o'ber 22 , roco1Te4 troa the J'Meral :to .. rn Bllllk ot I n 
york, ,1.,1>11 torelp n•benp podUoao ot 'bulto u4 llaaltan 1& lh 41otr1o\, 
,,.oale4 tllat tho htal pod Uoa ot llll OCNII\riea v .. obort \bo oq<LiTalnt ot 
.~.322,000, ID laoreuo ot $7)1, 000 1& \lla ebor\ pod Uoa elliot Oo\o'ber 1!J. 
1,, c~>qol wore ao tollov• l 

Sbor\ Pod U oa Short Poi1Uoa Cllaap la 

c-•rz Qo\o'ber 15 Qo\ollor 22 Short PodUaa• 

JACllll4'' $ 1,1o7 ,000 (LODC) • 051,000 (Loac) • $51&,000 
Joropl 2,4&5,000 2, 718,000 • 253,000 
c .... 32, ooo (Loac) 58,000 (Loac) 2&,000 
toUo »orloa 51,000 2&,000 25.000 
lopM 351.000 262,000 19,000 
0\ber lila 1.979.000 2,075,000 • 9f>,OOO 
Jll Other• 51>, ooo (Loac) 50,000 (Loac) t b,OOO 

!O\ol • 3.591,000 • 11,}22,000 • $7)1,000 

oplua alp <•> b.dloaho b.crouo lll abort podUon, or docroa .. lll 1uc poolUoa. 
Xlaul alsa( - ) ladloatoa doer•••• 111 abort pool,loa, or lncrooao 111 10111 pooltloa. 

u cooblae4 pod Uoa lA roc1ohre4 ODd op111 aarltot otorllac. 

~ 
CONFIDE ; •T'"'' 

·~ -
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H.x. s. Ari~&Di (ca tapult ah1p) while 

uoortl.llg eonvo7 n1Sht or a &tb/leth waa torpec!oed 

~ aile• weat or Cape St. Vlncant0 One or Hia 

MaJa•tT'• ahipa 1a atan41n& bJo Three ah1pa, eoall 

or McUWD toDn&ga, Mft been tor pedoed and eunk 1n 

OOIIYOJ' aa re~n~.lt or aenral attaoka. A .v.bar1ne !aaa 

been aigbted by a1rccatt, ba aed on Canada, 120 milea 

e aat or Strait or Bella Iala. 

Wight or 2Uh/2&th, bad rllib1l1t7 Mda 

obaer.ation d1tf1cult 1n all R.A.P. at~ackl on German 

tarseta. •aplea • • • boabed, again raaulta being un• 

obaarnd and eight tona or H.B. were dropped on Tripoli. 

Day or 25tb, Blenheisa attacked N1surata, 

ZUara and Oaaala area. • igbt or 2&th/2&tb, no operation• 

rroa United Jtingdoa wing to 'bad weather. 
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R&STRICTED 

G-2/2657-220; !lo. 530 II.I.D., lf.D. ll:OO A.ll., October 28 , 1941 

SITUATION REPORT 

I. Eastern Theater. 

Ground 1 Bad weather eontilluea to iepede cdll t.ary operal.iona 
a1on4 l.he enl.ire front. 

Available illforcation 1ndleates no change on the 
lloseow front . 

On the southern front t he German High Coc:cand clallu 
the capt ure of Kramatorsk (SO llilea north of Stallno) . l!ard flghtillg 
contilluea just west of Rostov. 

Air: Ocrmaey claims to have bombed the port or Kereit, the 
entrance tOthe Sea of Azov, with t ellillg effect . 

II . West e rn Theater. 

Air: London yesterday celebrat.od it.s third month wlthout an 
air raid wArning. R.A. F. activity consisted of daylight forays over 
northern France, Belgium, and the Dutch coast. The Gercsn l!igh C"""""'d 
claimed to have sunk two British freighters off Great Yanoouth. 

III . Jl1ddle Eastern Theater. 

~: German planes bo!Obed Tobrul<. 

llore haavy raids by the R.A.F. against Italy and /.xia 
poeiUona 111 North Africa were acbHted. Amons t l>e targets war e 
114111od Benghazi, in Libya, <;J.ro and Campana in aouth~rn Italy. 

RESTRICTED 
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Fre~cnt : 

:: .• Jr: 

: .. ::. J r: 

:?aston : 

L:r . Stuar t 
lir . Jlaas 
:.:r . Buffington 
J.;r . Kuhn 
!:r . 'i'ho:npson 
i:r. Blough 
~r . Gaston 
I.:r. Bernard 
L:r . Schl':arz 
~:r . l:orri s 
l.!r. Bell 
L:r. Sullivan 
i.ir . Foley 
J.:r . Graves 
J .. r . ·.,'hite 
~irs . Klotz 

Herbert? 

October 20, 1941 
10:00 a .c . 

129 

I haven't anythlnc except the t r:e have a very 
difficult problen 17hich I have oentioned o:tce 
before, on this question of arcl.itectural 
services on ice breakers . I think that if 
you have t ice later in the dar, :.:r . roley and 
I would like to talk to ]OU aoout it . 

Architectural? 

Yes, naval archi tectural services on t he design 
of ice breakers. The Navy is buyinG the t sort 
of thine under the law which Qur general counsel 
doesn 't t hink can be used for that purpose and 
17C see:n to have no la1·1 which 11ill n.a:Ce a valid 
contract. 

"""' 
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·.:ell, Herbert, I Just haven 1 t :;ot tine . You 
have "'Ot to take 1t Md settle it one r:a7 or 
the 1ther . I can 1 t handle that kind of thinr; 
an~ mor e . You will jud have to do i t . 

li&ht . That is all . 

You r:ill have to do it . It v:ill be all right 
r:ith me . 

E'') a . 

The case i n Honolulu has beer. continued u:.til 
'i'hursda7, at r1:.ic!l tiLJc the jud:;c r.ill e:~ter•tain 
another notion to pui it do1m to a later <late 
to enable t he 11i tnosses to Get t!1ere . I thin:: 
at the. t t i:ne ;'/c arc ;:;oing to u~ake a notion fo r 
a chance of venue on the croundo of prejudice, 
on the Grounds th.a t the judea is e.n ex- Arr.1j' 
officer, on t he ground that in an autonobile 
acci dent he had recentlJ, ho shor;ed bias tov:ard 
a native b;r s t rikin.c him, a:1d it i~ a ::~oti on 
~f that cha:-e.cter tnat will be ::~ade . 

' .I 

Docs that ca:te to :;hat the~· call the -e.inlMc 
then': 

tio, I cion 1 t thlr.:: it r.ill co:..c to the ::aL'll.and . 
:t -.ill be tried 0:1 ~'lothor isl&nd out there 
:.here the7 r.ill :;et an ell r.o.tivc ju:"j·, so it 
:111y be ~~cighted the ot:.cr r:nj·, i:l !avor o~ t!le 
defendant . 

It is a question bet r:eon a court orejuciiced one 
r:ay and a cour t prejudiced the oi~e r . 

Then Sti:nson ,_.n_ n cnll mo up . 

And sa:· 7ie e.rc :-rcjudico<l • (Lc.u.:;J. ';cr) 

/.11 Sti::1son :.c.s been ;;c.od o:: it, t!lo·l.::;h . 
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Foley: 

a.::.Jr: 

i'ole;r: 

H.l.l.Jr: 

?oley: 

H.::.Jr: 

H.t:.Jr: 

Sullivan: 

B.:.i. Jr: 

Sullivan: 

H.t: .Jr: 

- 3 - 1..31 

Yes, and I got a note from LlcCloy saying that 
Stimson called out there on Saturday afternoon 
after I had t alked with McCloy about it. 

I have a progress report on Joe O' Connell ' s 
work in connection with eliminating speculati on 
of food and I am ready on that matter you spoke 

· to me about yesterday after you came back from 
the ~Jhite House. 

Well, and then you have got that thing from the 
farm, too, about that woman, you know. 

Yes, I have that too . 

Well, ask Fit z to give you an appointment this 
afternoon, 1rill you please. 

All right. 

h that all? 

And I am get ting that testimony you asked me 
for of Taub' s . 

John, how are you getting along with your boot­
legging in New York? 

I have a report on that . I would be ve~ glad 
to give it to you any time you care for 1t . 
They put in a big crew that Saturday night and 
went through the whole thi.ng. 

ilell, did they find any? 

No. 

That is all I want, then. I sent a memo to 
Chick Schwarz. I was disturbed about that story 
on the front page of the Times giving out a 
supposed Treasury plan . I don't know whet her 
you have had a chance to run it down or not. 
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schnarz: 

Sullivan: 

~ .;: . Jr: 

Schnarz : 

:..::. Jr: 

Scbriarz: 

H.::.Jr: 

Schvrarz: 

H.U,Jr: 

3ell: 

H.J.: . Jr: 

- 4 -
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I he.ve been checking on it, lfone of the Times 
boys are in the office yet. 

In this morning's paper? 

Yes . Well, Social Security and about the 
Federal. Reserve and rights, I mean, it was 
an amaz1ng story. 

They put it all together. 

I can ' t imagine the !lew York Times running a 
story on the.t on the front page without trying 
to check it w:i. th sanebody. 

They haven't checked. 

Well, anyr;ay, you keep after it , will you? 

I will keep right after it. 

Now, I have asked Dave !!orris to take on somet hing 
to help me and I have cl.ven him what I call a 
dirty assignment, but ft needn't be so dirty, 
depending upon the rest of you. It is u~ to the 
rest of you how dirty it is . I have var1ous 
things and I Trill use aa an illustration - llrs . 
Klotz can get it for me - this cable comes in 
from Slrl tzerland. I send it to two or three 
people and it sort of gets lost . It doesn't 
get answered. 

No, it isn't lost. I have got it right here, 
I am going to discuss it this morning. It isn't 
lost . 

Anyway, I am going to use that as an ill~stration, 
As he described it, be is going to be adJutant 
to me and when these things come, he will, in a 
very nice, gentle but persistent manner, keep 
after the people until I get an answer. There 
are too 1114n1 things like that around. ·,;·e will 

• 
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?oley: 

H.:.J.Jr: 

Bell: 

E.'-i. Jr: 

J.rorris: 

3ell: 

H.::.Jr: 

Bell : 

~oley : 

SUllivan: 

H.!.!.Jr: 

White : 

Bell: 

li .t:.Jr: 
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You have got his interest aroused. Surprise. 
(Lau!)hter) 

Yes, surprise. 

This matter has been up before 

lle must have heard about this announcement. 

It will be easy from now on . 

This matter has been up before and the Foreign 
Funds Control C~ittee has decided on two 

t~~~s~~d.: I ~~~~he;0~ !~ ~t~!!ai~:r:r-~tt i~f 
the light of this cable and that will be done this 
afternoon. I think the State Department ought to 
be in on it too, so by bringing it up this after­
noon to the Committee, the State DepartDent will 
be in on it and then they will make a recommend­
ation to you from that Committee. That is my 
suggestion. 

You don' t mind if Adjutant Uorris follows this 
through? 

Not at all. 

I think Morris should be at the meeting this after­
noon. Four o'clock. (Laughter) 

Now you see whose adjutant he is going to be. 
(Laughter) 

All right, I will Lend-Lease him. 

The dirty work is beginning. (Laughter) 

But it involves a major question of policy. 

It is all right. 

nat ia just it . 
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!!ell : 

!I.~. Jr: 

.• hite: 

Sullivan: 

H.!.:.Jr: 

l.hite: 

F..::.Jr: 

1:0rri s: 
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The British are interested in this , too, and 
they have indicated that thoy think the gold 
should not be exported, 

I played te.nnis l'lith the Swiss l!inister this 
morning, and he didn ' t bring it up. 

There is the dirty work, !larry, 

\•ell, maybe it is. He let me beat him, 

Maybe he just let you beat hio, Oh, I 
(Laughter) 

Customers' tennis . 

see . 

I am not used to playing that kind of tennis, 
!larry. I get beat just naturally. 

I see , 

.lll right. 

Nothing, 
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Barnard : 

H. !J .Jr: 

Barnard: 

H.l!.Jr: 

Pa rnard: 

H.l!.Jr : 

Parnard : 

H.!I. Jr: 

Parnard: 

H.l!.Jr: 

Parnard : 

H.lJ,Jr: 

V.hlte: 
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I have been over to Lend- Lease this morning, 
and I want to report that they are already 
beginning to get that machinery organized, 
both for revolving funds and for the clearing 
of orders prope 11ly. 

Good. And t he locomotives, that is finished, 
is it? 

l have asked Sir Clive Bai1lieu to tell us if 
he knows anything about it, whether it is 
just a newspaper rumor or whether it is 
something that has actually come to him. 
I wi 11 let you know 'fib en I get his answer. 

All right. I read the reports last night, 
but the one that you sent me on this work 
that you are doing - you sent me this very 
thick report, but I couldn't make out who 
wrote it, whose report it was . 

I v1rote it . 

You wrote it? 

Yea. 

But yau always spoke about yourself as Barnard. 

Yes I know. ThS. made it easier for them to 
get'it. There was too much •r•. 

You wrote that report? 

Yes , air. I will tell you this afternoon 
it isn't worth a damn (laughter). 

I see . Well, it waa so tough I thought Harry 
White had written it. 

Thank you for the compliment. When I get mixed 
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Graves: 
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up with Bar11ard we both feel good (laughter). 

Blough? 

Nothing. 

Harold, we like your display here. Whoever got 
that up, I wish you would oo m:pliment him. 

That is Harford Powel. 

Well, compliment him. 

And last night's Treasury Hour was the best 
of this series . It was away and above the 
best of the series . I liked everything about 
it. I do want to hear the record, though. 
l told Vince last night, I thought the last 
verse ~hey kind of went Hollywood on us , 
the last chorus . If I could have that record. 
Harold, will you make a note to get me the 
record? 

Yes. 

But that was a good Hour. 

Anything else, Harold? 

Ye~ sir. I f you don ' t mind, I intend to be 
in Richmond tomorrow at the organizat ion 
meeting of the Virginia state committee. 

All right . Anything else~ 

Nothing mo.re , 

Ferdinand? 

You wanted to see aome "Fight For Freedom" poa­
tera, which I have. 
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Oh, yes . 

There are just a few copies of it . It is 
the same poster. 

It is good. 

138 

I wonder if you would like to hear some songs 
Ur. Secretary" They are kind of piling up. ' 

No· I ~on' t think I am going to listen to 
any more . 

Y~u are not going to continue that? 

No, I think I l'li.ll stop. 

That is all I have . 

I mean, you have something like "Uncle Sam 
Gets Around" , something like that • . 

You only get one good one out of ten or fi fteen 
tries . 

If ~ere is something liie that you want me to 
h~, all right, but r will discontinue that. 

Anything else? 

That is all. 

Walter? 

Nothing. 

You stay behind and tell mo what you have got 
on your mind. 

George? 

You wanted somet hing once a week on this (hand­
ing reports to the Secretary). 

Regraded Unclassified



9.l' .Jr: 

EY.Jr : 

Saas : 

Haas: 

H.~'. Jtt : 

Haas: 

H.I'. Jr: 

Haas: 

!f ,I' ,Jr: 

H. ~~. Jr : 

Klotz : 

H.L!. Jr: 

- 11 -
139 

Oh, good . 

You asked about this chart showing where they 
are now, Here is the one used in your speech, 
Here is v;here it was in the June f i t;ure, 
ninety-one. Now it is · do~n to eighty-four. 
Eighty-eight is where it was . Look at this 
one, ninety-seven, Now it is ninety. 

Y~at is the red figure? 

\',hen you made your speech, that is the chart 
you used, where the red line is . 

Is this a new chart? 

Yes , we made a new one . I put these on just 
fo r your own info rmation so you could see 
v.here it was . It was ninety-seven i n the 
chart you used up there in Boston. No1~ it 
is ninety. 

I t has gone down. 

The coJ t of l iving has gone up or this h~s 
gone down, you see , 

And now you only get ninety-one per cent? 

That is right, out of the l asket . 

And now you get - -

Eighty-four instead of eighty-eight . Those 
are some of the other ones. 

night . 

That is terrific . It scares me . 

Chick? 
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The Harvard Graduate School of Public 
Administration is asking if it can have an 
elaboration of your recent st atements on 
prices and inflati on for their annual year­
book, ~hich they call "Public Policy". Dan 
is interested in it. tt is part of the Littauer 
Foundation work, I hAve checked with Ferdie 
to see if we had any extra no t es that were 
unused, but we don't have any that were approved. 
They asked if Kamarck in Harry's shop, who 
was one of their fellows , might try to work 
on it, and we have the three statements, 
Bos ton, Chicag~ and before the Committee 
together. I think we might give them 
something. 

You had better l et Ferdinand fix it up for 
you. 

Al l r ight . Agri culture Department is going 
to be repre&ented in the book. 

Well, you had better let Kuhn edit it . 

Will i t be O. K. if Kamarch wants to do some 
work first? 

Kamarck? 

In Harry's shop . 
r,raduate School . 

He is a fellow of that 

They sug~ested that Kamarck might write the 
fir st dr;ft, and then somebody --

No , no, let Kuhn do it . 

Woul d this be for the Secretary' s signature? 

Yes , 

If so, I don't think it is appropriate. 
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They could have a footnote that it is a com­
pi lation of the speeches . 

Well, that is something el se again . Let 
Kuhn handle it, anyway. 

That is all I have. 

Harry? 

Sir ~rederick b~s raised a point which you may 
be able to settle quickly here, or you may 
unt to raise for further discussion. lie has 
asked r.hcther ':'reasury 1\'0uld have any objection 
to the British having t he proceeds of gold 
that is sold to them, even though that gol d 
i J shipped here to be sold , rnther than to 
r.reat Britain, by virtue of shippinc diff iculties . 
In other words, i f Russ ia sells gold he re for 
the account of the Br·itish Treasury --

'lie went all over that . 

~.·e didn't mention tha t particular allble, but 
1 remember that at the time you saic it didn ' t 
matter to you whether they sent the gold here 
or to ~reat nritain, but 1 wanted to make 
sure , tecause he wants the answer in a cable . 

1 went al l over it Ydth Pewley. r.'ho r~a s with 
me ll'hen I gave tr.at ansr.er to Ber.ley'? 

I thought I was here , but I don't knon. 

\''ell, I can tell you what. we told him. w~ 
t old Bewley this : i f Hu3sta wants to sel~ 
a million dollars • worth of :;old and dell ver 
it in the Uni ted Ste.tes to 1-.n ·land, ell right , 
but then we v:ant a million dollars • 

That second pnrt is all ri&bt . Then it doesn ' t 
matter to you vthether they deliver it here 
or in :.nglahd when the ~old is for sale to 
England , that is the point. 
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That is right, I don't care, as long as Russia 
treats us just as well as she treats England. 

In other words, she might sell a hundred million 
dollars' worth of gond here, sell fifty to ua, 
and the proceeds of another fifty, which would 
be sold to us, would go to England, 

Say it again. 

Supposing she sent a hundred million dollars' 
worth of gold here, but only fifty was to be sold 
to us, Presumably the other fifty was to be sold 
to England, but by virtue of shipping difficulties 
she had shipped that fifty here, sold it to the 
u.s. Treasury, but the dollar proceeds would be 
placed at the credit of the Br1tish Treasury. 

You are making it complicated. You were there that 
that night ·when I saw Bewley and I saw Campbell. 
That is right. 

And I told them this. \\hat I am saying is simple 
and you are making i t very complicated . The whole 
quest ion was about gold coming here, I said if 
they want to buy something from the English which 
the English have paid cash fo r and they want to 
send the gold here, it is al l right with me, as 
long as for every million dollars of gold t hey 
sell here to England we get the same amount . 
I am not trying to make it complicated, I am 
trying to give you a di .lie rent slant of what that 
transaction would like. That part about 
selling us an equal amount with England is quite 
clear, both to them and to us, and we made that 
clear to them. The question that I want to ma¥e 
sure vou are in agreement with is that the gold 
which. they presumably sell to them--

'!o whom'? 

The British. It will not actually be sold to the 
British but will be sold to the u.s. Treasury. 
The dollar proceeds will go to the British 
well, how else could the Engl ish get the dollars? 
They say they couldn't, if they couldn't aet the 
gola sh1pped direct, but if you understan that 
clearly, 1t is all right. 
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You don't have to explain it to me I 
under stand it. I unde;stood it in.the 
first instance. I don t see why they are 
bringing it up again. ·why does Phillips 
bring it up when I went all over it' two 
or three weeks ago? 

Merely because he wanted to make certain 
that there would be no objections to the 
gold which presumably was to be sold to them 
to be shipped to the U. S. for sale. 

Did you write up the meeting at Which 
Campbell and Bewley were there? 

Yes, that is part of the longer memo which 
went the rounds, yes. But that point was 
not stressed. It was just mentioned. 

How else could they do it, Harry, if they 
shipped the gold here? How else could 
they turn it into dollars? 

Well, I am just raising this so you can see 
how the transaction looks. It looks as 
though we buy the gold and turn over part 
of the proceeds to them for gold Which 
would appear to go to them. I think that 
is t he only way it could be done, but I 
just want to make sure that it has your 
approval before it is done . 

Well, as long as you have raised it so 
emphat ically, before I give an answer we 
had better ask the Russians - I told the 
Russians the same thing, that as lonf as 
they have raised t he thing again, le ' s 
ask the Russians - they have never answered 
that . So don't let's answer the English. 
Let ' s ask the Russians. We have put the 
proposal up to the Russians and they have 
not answered it. 
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So le~s not answer the British until we 
have spoken t o the Russians? 

144 

You can speak to the Russians. You were 
there . Tell the Rus~ians what is the 
answer to that proposal of mine. What 
answer have they given the English. Will 
you do that? 

I will do that. 

O. K. 

I have nothing. 

One further qut stion. I take it that you 
did not yet receive a reply to your letter 
to Secretary Stimson. There are several 
thine s waiting on that with respect to the 
British. 

\'/ell , if you will write a letter for me, 
"lty dear !.!r. Stimson: I have written you 
on such and such a date. I am still wait­
in<> for an answer." l.!ake it very courteous, 
ju~t a follow up, and I will sign it. 

I have nothin::. 

!.lay I come in again, J.lr . Secretary? 

Yes. 

Have you heard from Draper with reeard to 
that loan? 

Yes. 

O.K. 

I have got it here. 
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I see, 

You know how he answered it? He can't 
do it , and he will chip in with me and make 
a personal l oan. 

I thou3ht they would break a record and 
make a loan. 

No. 

Dan, would you do socething for me, please? 
I would like a breakdown from you on the · 
Department of Agriculture , various appro­
priations, you see, the whole thin~, from 
you to me it I decide I want to use it 
before the committee , 

I run working on it . I am havinp; a table 
made up for the full ten-year period . 

They are having their first meetin~ this 
morning . 

Oh, really? 

For the full ten-year period . That is 
unfortunate we didn't have a little time 
to go over these tables. 

It is just en organization meeting. ~ould 
you put pressure on them? 

Yes . r:e made up a bi; table for the ten­
year period, and then we broke do1m each 
department into categories . I will try 
ond have that . 

I can 't have it this mornine, but if I 
could have it fairly soon. 

Oh, 7es . I have a number of thin,;s I "Nould 
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like to discuss wi th you this morning if 
I could. 

Well , when I come back. Will you tell 
Fitzgerald? 

Yes. 

There are a number of thin~s . 

14.6 

When I come back off the Hill, I will see 
you. 

Then I have a couple of things I want to 
discuss here. I am seeing the Federal 
Reserve crowd this af ternoon at two-thi rty. 
I didn't knovr whether that was what 'JOU 
had in mind f or luncheon. 

I thought that Eccles was coming over for 
luncheon today. 

I didn't get that. I remember r,ou mentioned 
it, but I thought Eccles said, ':Ve will dis­
cuss it first and not bother you until we 
get our staffs prett'/ well in agreement.• 

Sproul and Rouse are down this morning, 
and they are discussing the problems, and 
they are to meet in my office at two- thirty. 

Well, we will find out. I was holding it. 

I discussed with Smith of the Budget that 
article in the Times and the report that 
he sent to the Appropriations Committee. 
That reporter did not ret the information 
from the Budget. He called the Budget 
and he was told that such a report was 
rendered to this Appro~riation Committee. 
and it was the Appropr1ation Committee'~ 
property, and they couldn't give it out • 

• 
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That report has been requested tor tho 
l ast throe years, I think, by Con~ossman 
'ITig~_lesworth, who is a Republican ~member 
ot the Committee. He never has used it 
heretofore except to criticize tho form ot 
tho repo~t and say that it is useless. 
This year they have tried to ge t him to 
specify just tho type of information he 
wanted, and he wouldn't do it, except to 
say that he wantedevery possible an~le 
of publicity and publ ications that were 
issued, so they tried to make the report 
as complet e as possible . Next year they 
ere going to try to kill it in the Co~ttee 
when he asks for that information. They 
are goinG to have somebody ask how much it 
costs and when they tell them thirty thousand 
dollars , there is going to be objection by 
the Committee. I think one place where 
the Treasury might have made a mistake -
I noticed in the report that the other 
Departments commented on their statements 
and explained the details and there was no 
expla.nation of the Treasur1' s statements. 
We might have done that to forestall some 
of this. 

As you know, the Uav.y has been working on a 
censorship bill and Ur. Knox has asked you 
for a report. Mr. Foley and wr. Gaston have 
prepared a report tor you to tile Na~; in 
which you suggest that the administration 
of it be reconsidered and it be discussed 
with the President , the Vice President, and 
the Economic Defense Board, possibly the 
Cabinet. 

~ underst anding is that it has been dis­
cussed with the off ice of the Vice Presi­
dent . I don ' t know whether Perkins or 
somebody under him, but they have been tol d 
that they have no objection t o the regul a­
tions, and they have no objections to the 
form ot the set-up. 
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I think this is a eood letter and might 
go along, but I do think we ought to be 
working on the regulations because if the 
thing moves, as the President seems to 
think it ought to--

Who will do that? 

Mr. Foley' s office, I think . Probabl7 
Bernstei n, wouldn't he? 

I want to read this. 

It is the old question of military censor­
ship, whether civilian censorship will be 
with the Attorney General. 

I V/oul d like to read it . What else, Dan? 

That is all I have. 

I have two men outside to see you. 

I can't do it now because Ur. Stewart is 
here and I want to see him. 
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INTU.OI'PICII: COMMUNICATION 

Secretary Uorgentbau 

!4r. Schwarz @_ 
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DATil 0otober 29 0 194lo 

I have learned that the New York Tillles story 

on the tront pege this morning heeded , "Treasury Urges 

Payroll Tax Rise , " was written by J'ohn YsoCo~o, who 

baa Just r eturned troa several waeke' vacation in 

I"loride . 

I have just reached !AaoCormao and have asked 

whether be got his story tram Treas ury ottio ials. He 

attributes his lead sentence to White House sources, 

saying that he had recalled your press oonterenoe 

disoueeione on social security prior to his departure 

and bed eeked over there whether a0111e action might soon 

be torthooaing. He eeys be did not bave in mind any 

rounded-out prograa but wee mor e concerned wi tb general 

polior . 

He bu also talked since bie return wi tb I"ederel 

Reserve and Social Seourit)' people, be said , end got some 

idees trom other Treasury correspondents end trom atcr iee 

that ware print.e4 in hie absence. I explained that it 

be bed checked with Treasury people he 'MIUld have towll 

that what be wee planning to write would give an impr ession 

ot eotion that bad not ret transpired. He eeid t be Tilae•' 
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conrege ot the Treasury i n hie abaenoe had not been 

nry oOJIIlllate, With t o l&' or the ditterent 11111n gettina 

individual eeaignmenta trom daJ to da7, that ha waa 

picking up the threada and would give ua close and 

cor etul attention and that he would check hia intorma­

tion with ua . 

I a lao talked with lleaare. Sullivan, !'oler , 

Barnard and Blough aJid &II aatiatied that none ot th• 

baa sean a New York Timea 118D tor 1110re than a week. 
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October 29, 1941 

At t he first meeting today of the Co~nittee 
created by the Revenue Aot of 1911 to in­
vestigate non- essential Federal expenditures 
the principal discussion concerned what ' 
they could get out of the Director of the 
Bud~et. The Director of the Budget kept 
s~~g he was workinn on the President's 
budget for ' 43 and th.at it was embarrassing 
that he couldn't give them the material . 
And Senator Byrd, who was elected chairman, 
kept insisting that he should give it to 
the Oom,Tattee. Senator LaFollette came to 
Ur. Smith's rescue. 

The final decision of the Committee was 
t hat they should ask the Director of the 
Budget to give them a break-down on the 
material which he furnished them and that 
they woul d hin~ an expert who would go d01m 
to the Budget and get any further informa­
tion necessary. They certainly had harold 
Smith in a corner. 

When that mat ter had been settled, Doughten 
said he wanted to hear what the Secret9r7 of 
the Treasur.7 had to s~. He said he was 
sure the Secretary had some views. So I 
said, "Yes , " that we in the Treasury were 
working on some things, and Mr . Bell was 
assisting me, and that in the not too dis­
tant future we would have soue recommenda­
tions to make . 

I feel that I have this right, because I 
understand that the Secretary of the Treas­
ury can report directly to Cons ress. 

Evidently m7 remarksi for some reason or 
other, made l4r. Haro d &!lith very angry, 
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and he said, well, the trouble wns that 
the authority was divided between the 
Treasury a.nd the Budget. There ~Vas this 
joint committee so they could come up and 
place everythinr; before them. I suppose 
what he has in mind is the gossip thii.t I 
have been hearine right alon", and he 
wants t o have the rieht to make rccom:aenda­
tions on taxes , but any \TaJ he was in a 
very bad humor. 

I 8.1:1 no:; tell inc lr . Bell that I he. ve told 
the Co~ttee that he i s assistin~ ~e , and 
I am lookingfor some material !ron him, 
Particularl7 on Arriculture and on anything 
else . I to'id theiii within about a week or 
so I r~ould have so:nethln~ . 

I told the Director of the Budget I 1~ould 
show it to him before we went up, and 
I also told the chairman, Senator B,yrd, 
and the assistant chairman, Doughten, that 
I 1vould sho1·t it to t he two of theo before 
we come up . 
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REPORT ON NONDEFENSE EXPENDITURES IN THE 
1942 BUDGET 

I. IN'l'RODIJCT10lf 

This repor\ ia in ,._po~ lA> the r~lulion of the Senate Com­
mitU!e on rmaoce, requestmg th" DtreeiOr of the Bureau of lho 
Budgtt 10 a~pply a r~viaion '!f the ealimated 1942 expenditur.. on 
the asoumpuon of an wtruetion lA> reduee nonde!enee ealimates by 
Sl 000,000,000

1 
$1,500,000,000, and $2,000,000,000, reapcetively and. 

further, 10 inaieate ehanges made in tho claaifiealion of de!M88 o; 
nondefense oxpenditures sinee the submiuion of tho 1940 Budget. 
The request of tho committee is b&.aed upon provisions of tho Budget 
and Accounting Act which direct the Buronu of tho Budget to fur­
nish aid and information lA> tho committeoa of the 00ngr088 having 
to do with tho finances of the Government. 

The rt'SOinl.ion of the committee speci6ea that the DircciA>r ahall 
..,bmit his report by Oerober 15, 1941. With this timo limitation it 
obviously bas been impot!Sible lA> prepare the equivalent of th­
Budgi'IO for 1942. An annual Buc!Jtet, as tho eommitlee kno,..,., ooo­
laiM 1,000 pogea of detail and is ibe product of 4 months of inten­
sivt brarin~ with every Department and ogeney of the Government. 
Siore it bas Jx.en imJ)<)Mible 10 employ tho uaual process of bearings 
aud dellilod c.nmination of individual eatimau.., it must ba assumed 
that the committee bad in mind a hypothetical approach involving a 

]~ .~rood rt•view of Fodera! prowams 10 nchievo nrbotrnry reductioM of 
~ \."1.000,000,000, $1,500,000,000, and $2,000,000,000. 

This report is based upon sueh a hypot.hcsit. ·Tho allocations of 
the conunittec'a reductions must not be coneidcre<l as rccommanda· 
tions or tloe Dirootor of tho Bud~et for outs in nondefcn88 e"{':C!!di­
turrs. l tohould ba clearly kept m mind that it it the ""'ponsobility 
of the Prreident alone lA> submit budgetary reeommendal.ions lA> lhe 
Coogms. 

In preparing the report many difficulti .. of definition and clas~ifiea­
tion hne beon encountaed. The oommiUeo'l .-Jution irnpliea 
lhat the tcnn "nondefense expenditures" has preei88 meaning and 
lhat sucl1 e.xpendituros can definitely be aegrogated in the Budget. 
In a period of total defense effort such a eegrcgation has little·~­
cant<>. Even if the inrorprctalion of defense were rostrieted lA> military 
acti\•itir.a, segrc11ntion of nondefeose expenditures could not ba made 
11mply and preeosoly. · 

}or rxamplo, tho beach patrol of tho Coast Guard io paid (rom the 
saonc pay roll as its neutrality patrol in tho North AUnntoe. The 
Tcnn.seco Valley Authority

1 
the Bureau of Reclamation, and tho Wt.r 

O.pa.rtmcnt arc traneformmg peacetime water eontrol projects lA> 
mttt the power needa of defense. The FedenJ Trade Commilloion, 
~ I.nterstate Commeroe Commiooion, and lhe TariJf C<>mmN~n ue 
shifting their nonnal pl'Of!l'ms in order lA> moot the demands for infor-

1 
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mat ion ...,..ntial to deftMt'- The General Accounting Off>rr h" ) 
rnonnou• now lo•d of auditing dclrnS<' expenditur~. The Bu,.. "j . 
l utrnool J!r,·rnuo lou th• job ol oolleeting nrw tax... In .. ~ 0 

d<•parUHf'llt or ..... Co\"tf'mmfnt tht're ·~. ~":oiler irtll&II('(IS of ~ 
inwmlal iou or drlrnse and nondefense &ctlVlli<'S. 

n ...... ~ ol tlor on•gnitude or the del en!!<' ponion or total tiiiTl'nt 
rx1H'nditurrs. tlwrr has been a natural trndrncy to lump all ooh•r 
c•xprndicurr~ uml~r n t:_rnrral t<'rm "nondr.fenSC'." . In this IIJlPI'Qftch, 
di~·rtrH~ of rlll_a•.tJOJ~slnp tor defcn~ effort. _JS th~ ~rlrtltl11:' dt•tconniulr~ 
foc•tor 111 C'ln ~-..t fH'llt lOfl. N ('-C("Ssnryly, . tlus rt~tllrt'8 tft•trrrnin1uions 
wlti<'h Ar(• nr1ut r~ry. Sur I~ drtr!ffimnt 1.ons ns hn vo bc'('f\ rnlld4' ar~ Sf'\ 
fonh iu n tubh• 111 npprndLx B m SJ>f'Cific nnewrr to th1' ronunittt'C~'s 
rt'(JU~~~t. ' l'lu'rc'· is hut Ol!t' iwm-UnH·(~d S tntt'S ~ t n.1·itim c_• C'ommi.!I.Sion 
~-tht \J t•onstrucuon lund- Included as nonclf·rr ns t•" m th(l tQ-10 llutl"t'l 
•m' suh::w«tlH'ntlv thtln~M to n nntionol·ci<•fcn.st' tlnssifirtltion. f'" 

In iHI UliUIII'V, ihis r<"port mnkrs thr(_)(' nrbitrnrv r('\'isions or thi' 104'> 
llud$!4~t. withllul r•1:1H'fl to lh(.' I unction or th{l ilurrnu of tht• Utul!tl'~ 
to t•stimatr OXJU•ncliturt>s "ncccssur:4 (or the tmpport. of thf Gowm-
111l'tl t. " It i.s tlpfMr('nt that many ol tlu• indicatrd down\\·ud r<'\; 4 
sion.JC \\Ould ~riously impair the defense effort and othrr \'ilal JrO\~f'm· 
nwntaal tU't i\·itit-s. 

Thr nonnnl pf'OI't'AA ol budgN building h•s not bt-rn lollo•·rcl. TJu. 
d"partmtmoc hft\'t" not hN-n ronsuhOO; no lu."'Rrif\P. ha\~C> l>Hn btld · 
and 1hrno htn-f' IK'('U no ("()Uff'n>ures with tht' ~ldt'nt. ' 

l u rNopou.sr to 1hr rrqul'St of tl•t comm iltN', lh'-' Oirt"('tor wish~S 
to rt•itt•rnl(' thnt thN"o nrbitnu·~~ ~\~isions or " bud,grt prt>parM 10 
monl h'lRJ!O s-hould not bf' intt'rpretNI ns reeomn1t•ndnl ions with rMptott 
to tlw n•mninin~ months of tht' fiSC"nl yrnr 1942 or in nn~· srnsr as 1 
lor,~·nst ol tho I nositlent 's Budget lor 1943. 

11. Tuf! 1-'u o uu;lr OF lh: \' JSISC: Ko~o£F£N8£ l~xl•t:~' DITt•nu ) 

'1'114• l"i':'Uiut ion .ur l h(" St•1111 t(• Fin OJ Icc• Couuult h•(• (srt np1wnclix A 
rur full h •Xt ) l't'(llh'StS tlt•toilt•cl r(•\'isiOIIS of 1942 c-stinuah•d i'XIH'IIdi~ 
tur4'l!IOII tlw thlt'llmJHion th,,t thl• Budget Oil'tCior hod lwt•u insl ruru•d 
to n•thn·•• ori~:itu•l 1!).12 llJ)J)r<>printions hv $1,000,000,000, $1,500,000,~ 
000, und $2,000,000,000. The spet'ifie r<'<(lll'SL;. •• follows: 
• • • IIIIth dt•tttii«'CJ rt"\'i..lioJI.S of I he et~timatetJ O( f''ptnditUI'f"& (or lht fittaJ 
}\"At ('Udmc June 30, 1912, u t~ •-oold make if he had been IMtructtd 10 pn:· 
1•ru lhn'lt lnKI~l e-1hu.a1~ for tueh fisu1 yur in whida the total annual e'ptudi­
lun'*l!- ror hOndrftnM" pu~ •"f'rt ~ by oue blllion dollal'f ($1,@000.0001, 
b' Oftf' and ont-h.aU bilhon dot.l.ar'!l (SI,lOO,OOO,OOO). and by ••·o billion do'lat'i (n.ooo.ooo.ootn. ,...-~th·e.Jy. than the •otal amount• .,,,,ropriltt'CI for ..edt 
nondtf,·flllllt pu~ ror •ut".b tisHl ynr • • • 

.\ . 8A6£ USED FOR R&\'181 0N 

Tlw I"'''!!iution ol th• Senate Finonce Commitl<'<' dors not i>Jl"<'UY 
the busc• lor thr N'<JU<'SIOO re,·ision. The Oin.'<'lOr or thr Budget has 
aclojH'-<1 fts A .haSC' th(' f's timatt'S of t'XpC'ndil ur<' in thr o.risc.inil 1~2 
Dm gt•t. F:s ti.OIIllf'S or eXI)f'Jtditurt'S ratJwr t..hon npprop1'18tiOI1S hft\ (' 
b~rn UIU'<I hteousr in many instanct"'s OJ)I>roprintions made for 1 

fisc•nl yt•nr mny bt~ &prnt in futur(' ycors. 
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J Tl,. •il!nificanC't' ~~ t h• . $1 ,000,000,000,. Sl ,500,000,000, and 
000 000.000 redu~tcono wlueb lh• Stonat• Fm!'""" Committl'l' ho• !!koo ;h• Oudgr t O>rector to allcx·etr can bt-~ly und.,....timottod il 

1 ~ 81110unts art n-lfttt'd to total <'Xpf'n<hturf'! for dt•fNuw• •nd 
ta :d<'f<•nS(• of 525,000,000.000 lor tlw fiS<'al ~·t'ftr. On sud, a hasi~, 8 ~(1()0.000,000 ('Ut, 81n0U11tll tO 8 J>f'I"Cf'lll Of tiH: IOtRI ('XJWutliiUN'8, 
Tlll' :'lUlU' f"lll uJ>pht'tl only to nondf'f<'nst' t'Xp<·udnur~ woultl ntnouru. 

·~o 1wr·e•·u t . 
lO Ttt•• fuliO\\'in~ tnbh• i!luRII'tth'8 tlH: gr1wrnl (•ff('t'l ?r tht• J'•••luctiOIII 

lll)()"'t•d In- tit(• ('OilUtutU•c•. Thr hrst column or h_glllVi! ~~U~WII lhr 
p~n·o·l~lu~o·o loo· .,,.,.,·. nil o•c•di\CI ion• _ol $1 ,000,000.000, Sl ,50tl,tltltl ,OOO. 
~JHI S:t.ono.oon.ooo. l"i'SJWCllvrl~·. 111 IOtlil noruh-rl'JI84' t•XfWIIdhUI'l'S 
tlf Stl.6(lU.UOO.OOO r?r fisc,d l!fl2 .. Tlu; :it"'COIHI <·oluru!~ ,f!h•t~ llw lh•r .. 
t•nllt''t•IO. if l'Xpt.•nthlttrNl ol 83.196.000.000 th11t 11r•" •fu:('d bv l'Oit· 
1~.u~1j 1uul lt•J:iM-hiti \'1' c:ommitnwnts nr•' t•xtlm.h'tl. ~urh ••.\:t•1u$iuui4 
.mount to ulruost FiO pt•rc•·nt or ,.u nondt•ft•nS4.· •:XJ>t'IU.Itturt'S, Apl••·n­
·li1 D ~i\"t~ n.brt•nk-·down or uondt•ltlllSf' ('Xpendtturrs liC\."'niiUJ,t tn t lw 
I ("pt' o( ('()11UtH111Will8. 
· It "oultluot bt• n••t.SOnoblt' to ,~ic~~,. all l~.nl nrul ~t1d:~l1ttin• c·ommlt­
m..111~ ... i!dt'~II\Cl \\' h('ll a C~rn.sllc. n-'\'l$1011 O( Ullportun~ j,!O\ t•nt• 
fDI.·ntal Jik•r\·it"t·~ is undrr ronsult•rauon. Thus. bal&nl't'tl JtuiJ.:m•·ul 
.-ooM ~·riou-.Jy tiU('Stio•~ tl polity of rutting ~laur'J)l~· utto !'lt.U'h uu­
pttrhant ih•llb ttll ''~JM'IIthturH for In~· t'fl(OrcNtwn~. work rdtt·~· •'!'I 
tbt Jil,;:t•, while• h•R\'IIIf.! llfl\()UC'ht--<lli~riCUituntlbf'ru:fttil. Or j:f~lltot·m~ttul 
fM Ft'11rrullai J!hwn~·s 1>4<CilUo,(• thr~· A~ hftSf'(l on prt!>r romrnltmt•nl". 

For tlw~· l't•nson~ tht• ~hinl ('O)umn or thr: .tnblt' l!l\.('S t1~1'(.)4'1'('1'IIIU):(' 
rt,.lm•liom: jf th(• t•Xd11S101l5 o£ fix('cl COI111111tmt•f1 1 ~ .lift' lttnthtof f IH 111~ 
:.mouu t of ~2.0{}-1 ,0()(),()00 £ol' intc•r"<•St on t lu' pu~hc th•IH , \'t•lt•n'u" 
1,r11 ~ic\ll~. nud 1 lw ollu•r com 1u it nwnu c~nunwl'ntc•d m tlw fotH U(lfl'. 

~ J',tt•~<l(ltJ• nrl11ctl'rm11 rrquu•nl lfi /fl ll'fr nl~ or pad of ,..thrm:ol _W U 
1 

NIJN4•'/r ,._., 
•J pt Nt/il llf~l by $l.(X.'J(J,f)(}(),()(J{), .$/ lJ(}(),()(J(),(}()(), tuu / $.,tJI)tJ//(JIJ, "J{/() 

- u .. • 

Ho'lbwtlo1a kot"l flo!l OOito 
dl·(o·JI>''t'\llo'e•li1~altn 
f\(IU•tln'&" 

n..tv-JC"'-.c-.tJ~\~,..,,......_, .... ~-·~~ .. · ...... ~~-==~~ ~ r. t,.... ~L' ~ t ... P"f'OiftleMir ibut ... w 1.111r .,_,.,. c• ._ 
Jill'tlral~c· 

Tlh'S(· pt'rrt•ut"Jrt"!! indicBH• tlw drAstic natur(' of tlt(' o\·t•N•II rOOuo-­
li()n~ of $1,000,000,000, $1

1
.100,000,000, and S2,~,000.~ 1)1-st-cl by 

tb1• ~·rHlh• Firuu1et• C"ummitt N•. Bt~uus.· of 1h~rr mngmtudy, tho. 
BudgN Dinocwl' in distrihutin~t th e 0\'(\r•sll r('<lucttons IWlOII,K h·dpr--.1 
J).rUj!NIJHs h tl8 nssu nwd thn t c·t•rtRin changes will he lliHdt" m leglsla­
tl \"t' •tud ut lwr commit nH•IHS. 
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c. OESERAL A.8.PECT8 OP UVJ8lNO &ITUL\TQ 

In arri••!ng at tho ~ypothe~eal re~ollll of eetimaloa which ar 
pr-nttd m the follovnng seeloon of this report, certain general CO: 
aidcnouont are rcl_evant. In general, there are lhre<o major approach 
w Budget rtductoon: ,. 

1. By IK'rfo'!"ing f~n.ction~ in a more economical manner through 
imprcwt-ment.a U\ adnumstrat-Jve. management.; 
. 2. Oy rcdu_cing ooon~J!Ue and soeial aid programa w adjust lor 
unprovll(l busmcss cond1t.aons; 

3. lly curt•iling or eliminating functions. 
1. Performing .fwu;tioM more economi<:ally. 

'l'ho Ourrnu of tho Budget and the varioua depnrlmcnto and •g•nei"' 
continuously swdy organization and proccdurCil in ordor to c•·oh·e 
more cmciont ana cconomic81 administration. Constftnt •lfort is 
m•de to eliminate duplicAtion and overlapping or !unctions. 

Reductio!'& in e~pcnditur"" fro'!' furt!•cr i!nprovcmcnts in govcm­
mrnt.. maclun('ry wall at. best. eontnbut..e m manor d~ree to any major 
budgN•ry ro•·ision. Moreover, they may require conaid<rable time 
10 b«omr tfTf'Cth·e. In many cases lDlproved administrtth•emanage­
mont io roOccted in the ability to carry an inereastd work load ratbor 
than in a reduction of expeoditu ..... 
t. tldjlUti"ff prograrM to impro..d bwrintu co~dilioM. 

(a) l mprootrntnl in produawn, emt>Un/11Wlt, and in«>m<.- Employ· 
ment and inocmc h&\'0 inerca.sed markedly during tllc past year. 
Thia inercase hM been even more rapid than wu expoottd a y•ar ago 
bccsui!C it hM bern necessary w C.'t]>&nd and aocelerate tho ddense 
effort Hence I he expenditures for certain programs will bo lower 
tJmn W118plrmnc~l in the President's B udget for Lhc current fiscsl yo&r. 
'l'ho reviB•ons in this report are based ou the MOUffilllion tl1n1 the 
int•msiflcn.tion of economic activities could havo been roi'(ISOCn lMt 
Duccmbe•· whon the original estimates wore formulated, nnd would 
luwo he~n fully cffeolivo throughout the Heoal .roar. 

VuriouschRrts which picture tho improvomcn~ an cconomie netivilies 
src UllMhcd (nppondixcs E and F). Appendix E showt1 tho incrca.<e 
in agricultural incomes. Enlarged sales and increased prices brought 
biglwr farm roeeipls. Because of this favorable developm•nl, roduc­
tionll of total payments for farm aid are incorporated 1n tho over-all 
reduction programs requested by the Senate Finance Committ<e. . 

General statistics showing improvemen~ in income and proc!ucttOn 
are, however, aomewhal deceptive guides for tho revt.ion of eetunAt ... 
Tb< improvement of inocme and employment eonditioM iolargely duo 
to the tromendous increase in defense production. Various parts of 
~e country, various groups of farmers, and various groups of lab~>r "':" 
d•ff~rently aft'oot..d by the defense effor~. DeleMe proap<nty II 
opotty in its eft'e<ts. There exist side by side tcarcitica for aome types 
of labor, and unemployment for other types· tcarcitiClll of aomo farm 
produets, and oxccasea of others· boom condltiona in certain rogto~, 
and slack conditione in others. 'Therefore, an improvc'!'en~ in _ogn· 
eulturnl or employment conditions would not o-nly JUSitfy 1 

corrOBponding reduction in farm or relief pi'Oit'rl'ma. 
(b) Oonlin,ll<l114 adjuttmt1U to tluJ,nging condilion1.- If, in Deeemh<r 

of 1040, tho omprovcment in business conditiona could have boon fully 

REPORT ON NON•DIIFBN811ltXPIL'rolTUll&8, l t U ~~ 

' fo.-r>• sroaller appropriations for lh~ "!''DOmie and aoeial p~ 
..-ould bave bc<n ffi:Offilll<!nd<d. Tlus unprovemen~ baa tieM e&J>­
ourod in the p...,_ of Budget administration. 

Although the Bud&et document is only aubmilled once a year to 
tb< Co~. its exocution !J reviotd constantly. Budget exocuuoo is 
1 tootinuoua oconomy dnve. The Pr-esident's recommendation w •h• Conw- in Moy of 1941 for the Work Project& Adminiotration 
eppro1,riation for ilie current fiseal year was $109,000,000 b<low tlto 
tsuonolc in the original Budget document 'l'bo lower figure eon• 
wm\Jintcd tho~ avcrago Work Projoow Admin.istration empi!?Jmnnt 
•·au d be 23 percwt below tho average on which tho original Budget 
estimnt(' wna bt18cd. 

Tho odminiatrotion can, wilhin certain limits, adjust; current ex­
l)<nditurcs ~o cbonging need~ .. In apportioning a~ailablo fu!'d• .• 
errtoin port100 of the approprtallons may be placed w roservo of oL ts 
bolie,·ed tbllt. dcparlllltJll .or ~gency has _appropriationo in ....... o r 
artunl nl'<-ds. Tbos reserve •• wtthheld until the dep11rtmoo~ or agency 
.-.n demonstrate that the money is et~SeDtial to its program. 

for the flll(al year 1942 rceerves of $450,000,000 have been eewb­
lishcd. This unusuaOy large amoun~ appears posaible in the li&ht of 
impn..-cd busin- conditionA. A larger ....uve could not be eetab­
lishcd at this time withou~ a revioion of the functions and program• 
..-hirh are the reaul~ of conP"""'ional mactments. • 

E,·rn if int4.'1\.Se toononue acti,,ity persists throughout. Otc pi"CRRlt. 
&sc.l \' CIU', the low <a~ of the three hypothetical figures requmttd by tho 
('(IU\Iliittet' implica curtAilment. or Government. functions. 

(c) Pritt and trnfl• i~~tr<alt ... -During Uto last year no~ only l>roduo­
tion. rmplovrn<!nt, and income, but. also priecs and w&.g<!l bi\VO ln· 
t rE's.stod. \\71tile an improve.mtnt. in economic aetivit.i08 pnnnit.l tho 
I'Niurtion of certain ~xpendit.ures, price and wage advancl'll may causo 

• "rise in olhel' items. 
\ ' The cO!tSi~crablo incrr.as~ in . prices and wages during tho IMt 

vror st·c mdocat<'(l by the chork m appcndox G. lu the downword 
re•·ision or estimates, the poasible eft'eek o£J.rice incrc&Sca IIIJ:On 
Go,·emmont expenditures hos been disregard . Firat of all1 pnco 
incr•II.SCI! affect defense expenditures much more than oonacfcnse 
tx]X'ndituros. About 90 poreent of d<fcnse costs arc for wca1JOns of 
aU kinds, food

1 
equipment, and constnoction1 whieh are immcdiat<ly 

affected by pr~cc risca. ln contrast, only abOut 10 P!""ent of n<!n• 
dclense upenditures are for direc~ purchase of ma!<nal and eguop­
'"""' ..-hich are immcdillely all'ecttd by price U\Creasee. Some 
other items, ouch u rftlts and service contract&, will eventually bo 
alftettd by price in~AMe, bu~ the direc~ effects in thio field are no~ 
yet of great aigni6con<:l'. . . 

The effects of future price developmenla must be borne tn r;ntnd. 
U higher coots of living cause an increase in wages and ealanee, .a 
substantial rue in nondCfense expenditures will teke place. Thus, II 
is likely that a par~ of the economies which are now pouiblo are only 
~pora'1 and m&y aubsequentJy be offset by increasing coots duo to 
higher pocee. 
S. 01trtaili11g or aholilhing junctiA>m. 

AU three propollala for reductions involve curtailment or abolition 
of some functiona of government. In judging rela tive urgency of !uno-
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tions it it in.-•itablr that the following factors~ tokrn into .d 
lion: C!OI'ISI .. ,.. 

(a) OtjtnH itnp/irotion•.-~lan~· expenditul'ftof drfensr · 
• rr inrludt~l in thr so-c:allrd nontl~frnS(' d10$Sification. AU~IO<-t 
rnrnt runctaon.s h., ... Ulore or J~ -clirect ~lations.hi1, 10 drf Yttn­
t•ro of tot•! war omltotal clrfrnse. l n maoy caSt'S this rrla~i~sr ·~ •.n 
1!0 rlol'l• th• t rurtailmrnt of the activity of ft N.'gulor drpanmrn7'1"P 15 

m'Cc~ila•!•'. n•t;'tnblishing tht" samc- functions1 J>OSSibly 81 n t1i~hr~ou!d 
"-"au.' au'h\'lt,\' tn somc.• ncow d{•(ens«' agrncy. it\ um~rous t'XtiiDJ.Jifl'i t'O 1' ·1 lw C"Ht•tl. cou < 

On till' ntht·l· luuHI, it must be r<"Cognizt'd thnt c.•v(•ry possihl(l t .
1 lnl'flt of ltHI,Uit•(t •no~:l• ll~t· O( Jobor onclmutr l·inl thot i~t IH'NI('tl Cor d~~~~~ • 

mu~t . h,1• t'fll'<' t•·~ l. ~)c •slflOrwn!<'nt or noncll'fc.•ns••. con~t l ru(•t ion nuw h~ 
"d··fuutt• ('CIII t l'lhUIIOII to lltttlonnl d~frnst. T lus j,. l1 fnrtor nf ll'n• . . I I t· " 1111• IIHIMH'IIIII('l' 111 uny H H ~l·t n•llc JU~lmt•ut. 

. (b) . l;• IJl/..f/;} llilf n~prrt~.-PI't'(Jilrt •(hwss fa a· tllf'/lo$l·~lt·f~ ·n.,.c• lh'titXI 
I"" Ill~ lllh•t!nllllll l'l Of llu• \\'hOlt• .J>I"OgrOill for thr d t• t'U~· Of tlf•Oloc•nt('\', 
Ou~•!lJ.! tlw .lthl tlt~('thlr r:<pt•nmrnts W('rt• m ntlt nntl j::O\'t•rnnlClnt.ltl 
ftulh'lt ''". utul ut .. tr~anwnl$ \~"t'n' cl('n•lol)('{( for nn. l'fFt'tth·r fi~lu RZAin"'t 
th•pr•~•on.:.. It I' (""'51'1llutl to pr("'q•rn• rlnt.l nnpmn• th•"'•' in .. tna-
llll'flt ... t-f) tl!ut tlu-.' mtl,,. 1M- :.wailsblt• for immtocliatt' ll"~t• in thr ~~-
tlt•f••u ... • lk'"*"'· 

It "'''"' nl~1 ht•ll"''".ltlllt'tl tlutt thc- uonnol funrtioniu~ of tht• GO\·~m­
nh•ut ruttl tlh· t''\t'i'lltiOn und rnfOIT('-JtWnt of lu\\'i lllU"~l h(• maintfti•lt-.1. 
h \\nulcl. (tlr t'\atmpl.·. lw nttt•r w11.:-H- to wn-c-k th<• m•thitu•r\' for 11.­
•·uft•n'1'111t'nt 110" C'l11~· 10 rt•build it lol<•r. Tl~t• rlornillr<' tlmle• 10 thto 
,,..JI..;It•\t•IHJH"'I "\tN'atin~ mttrhirwn· woulcl br ••utin·h· out o( t>ropor­
linn w tht· iHHlWt itHt• ~' 'in!!. .\ ho)itit'n of 1111 n~··nC'\'\roulil bl· \u~·f••r· 
uhlt· tH u tl1'''""tir rt•clut.~ciou whirh would lt•u,·r ;m indhri••n t tnul c (•mor­
nli~··l nl'(:lllli:tutit,n. 

n . u :c; \ I, I).II'LIC.\TIOXlS Ot' n t:\' I~IOXI'I J) 
T lw Pl't• .. id.•nt t'lllJ•Imsi?.t•d in tht .. Rtul~ .. l uwto~tttrl' n( .Juumrry 1n41 

'lwt llilllfl ... t hnJ( of II011tlf' ((111$.t• ('Xpc•tuiitunog On• (or• tltl·('llJit•tl "fb:t~tl 
•·c•tulnitlllt'lltl'l-.'' Tlu• ... r ti:<l'ti <'Ommit mf'uts induclt• ront rnrtutrl 1tn1l 
lt•J,:i .. fltth•t• ('t\111ntitllWIII~1 51U('It ~15 the {lll\'nll'llt o( illtl'ft •<~t, Jli"ll"'iou~. 
I nm!I(N'tf: to I ruo:t tt(•('Otult:-;, t1 nt l l<•$!i:!-lzt t 1 ,.(. commil nwnt t~< wlrifh ton not 
fw C'h!111Jft'11 ~\it hon t onwrulm,•nt or rl'l)t•ul o( sh\C tU.-s. In mnn.'· r~t"t'"'~, 
f~JH>c·mll.'· "llh rt"f)('('l 10 highwtt~~ J!nll1t5 to Stttt<' gG\'f'rnmc•nt<l, tom· 
nutme•m ... ttrt• mrulc• '' ,.,.tlr or mor" in ad\'nnrt and rurtoilmrnt ... rould 
not ll1'("(\flh' t'frN'tiH• 'irnmNiintth· without bn .. ad• of prior rommit· 
mt•nt... .\ hhous:h ttn rtrort h:B I>N-n madf' to minimixr tht' lt~;:latit"t 
('hauft>< impliMt in thf' ,.,~is:ions t'l( this l'l'port. tlw major rN·i,lon~ 
("(lUI~ 1101 h,• nuttlt• "ir hout man~· surh ri.Jangts. 

Ill. .\ LL()('\Tt o s OF COllllrnct:'s RED,'t"'Tios~ 

In n11ot•tH in,J: t hr 1\\'!>ot hN irtt) rf'Chltt ions rNtUr!Hod h'· ll1f' ~·nftlf 
~ .. i!mt~t·t Committrr. 't hr Dil"(\('tOr of th(' Buclftl' l wns J:lli•lrd h~· . thf'l 
prtnt'tplt·~ !lfll rortlt in llw prNf•tlin~ $('<-'lion, uhltOUJth cJiiT~·rNl1 \\'l'tJ:lll 
<'iUI h~· ~1\'tln to tlw ,·nrious nitrrin. It must Lu~ rmphns.i7,('(1, how­
~·\' t.' l', tlu\1 th1• rt"thiC'tions cliS<'usst'cl in this re'port llrL' in n~ ~t~~Mr 11 
prochH' I or t!lr llOrmol budgl' tOr)· pi'OCM'S or n:•qtl t'IH, 1'(' \' I('W, !tttd 
rt.•l'OIHIHI'IUIIIt 1011 . 
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J Tlw nomJal_bml~trt P,n>I'N!S could"?' 1M- folio" "' "ithin llw front .. 
.. on.. ~r lh~· S.ma~t F:nancr Comi)Ull"t• rt'q.Uf'Sl. u~~·U('tion.8 IJ"""" 
St'{lh-.IHl ttus swd~ hal t I!Ol bet'on dtsru~ Wd~11hr •1!•'fl<"irt lfTtoc·t~l 
oor 11u tlw~: n:•fh'<'t til(' l)()l.'rly of.tlu: adf!tmtslr.alton. Th1~,· St.•t\'t• only 
l5 iUustf'iltiOnS o( ft l~tb (' du~trtbut1~n of tilt' 0\"t•r .. Mll rt>cluotiOUA. 
r\'4uinocl h_y tlw romn11tlN"t among tlw chfrt~I'E'nt Gon•nu•wnt •JWIWit~ 
.~p~~- . .. 

Tt• rot·llttuh· nu UIH.It•nJhlfldmg o f thf' rt•\'ISIOil!t hy llllljor 1\'IH"' of 
,.,.1h·iti•""· ,. ,;uuwwry to!))(• of pt•n:·•••H_o~~· t•t.Jut.•t ions i~ JU'\'$-t•llte"tl wlnw. 
Tlw llltlOIIIIl S or t•Xpt•llfh t url'S on whu·h the~ p t'J'('\'IIhiJ!t':!L II I'C• hH!(t~l tlf'i' 
slt(l\\11 iu "l'l"'ncli:< C. Anolhf·r lnh1<• •. n/>llt••uJix II . iuclirtH•·~ tlw rutiu 
dr tlw tlll'l't' 0\'111'·1111 rt•chwt tons wlut.· 1 h~ts IJt't'll ullul'~U t•t l w ,.1wh 
Jl"''llt'\' 111111 fH't)f,!' l'iU11. 
"'•n,:• (oJiuwing l t•Xl diSC.'ll!l..IK'S IHOSl or t h(• 1111.1\'or ~nUlfJlC nf Jrll\'t'rll· 
uwnhtl ltcth•itit·~ shown in tht• IH't'Ompuuying ttl ''L' . 
Htr'' QlrtA of ulnlfitlfli UPf"dllliftl rtq1nf"l bg rtdildifnt~ uf 11 fiQUIJ(}(J()IJU 

IJ,.it~,I#J,Of)(}, Olffl 1 '!,()()().()()(),()()1) •ptttfitd bfl ,i\<Mlf' ,..,,.,,.<.,. c\,,.;,. 1 ttr~ 1 • 

LK ... • .ol.••l.-~11\f' .... cl>1 .,. _,. .&1 -......-
·-: IIi ..... llo \\ .... ~ f't·<f , .. . 
, . "'.!'~ ·~"' ... ,..,...,...._,.,. 
.\1 ~· o .,-n .. liVNI 
\I I ,,,..,, 
8JJ<orliln'' 

"'" "'~~~'' Rf'!u.u•l· 
Jarrtv-4 oo ICI•III'~~ .. 
Troll t..'l'•h•lnt•l...,..•UIII• 
iUtlllt IWI!IIIIIt"ll!• ld\II.!J 

T•>t•I.I'\\I+I•Wll: +1!414 r.-TI,..II'l~nt 

.. ..,. .... , ... ~""w-.., • .,._,,louf.at 
f\l""''lld..,..,. """ 18 IS+r. 

·~ .... tlb .... ~.- 'U.'-•\.,..Noo'"• u. .• ••olJ.,t! - - ---
,.,~ .. ,.,,..,~ 

'~"'-~ ... ., .. ,,toN • • • '&I.UJO."-•J •• t: I ... 
'-1\CIUI.l.f•Jil .... •• I ... 
'•'- ft+tl Y.G " " " I. 11-IJ Ill(! 1-«t ~· .. (j Ul ... 
• '1.1PIII,(If,l .u •• +.; ' "' t"oi..IIUII,I))) • .. ... 

I.Ul4 ••uWG lll•· .,, :av 
~~ fi++U,(OO • • " I, 2:J. 110\I,Wil • " • :ti.\ Ul.l,(loJ II .. ' "" 1(1+ ()l(t,ft 'U ,.., t~J II :~ .. 

~~·. ·~~~~ Ot•) ll! I 'U • .~1 I 

Tbrlt fw-\l•lo.n• "'~I !!ltllll .. llilfl• ~lthll IOt'lllf!IU+'Ikln• P""f"S h)• IN> l'il-11~1~ f'illlfl+,.I'(OII,mll!fW, II!Id 
#r- l!tolt•· I• ""'~!•lffl"'l ••• t't('l>lm lll'ltiblklcl.f (lf the Hiuonor ot the- 9u+Jret. 

To •rhh•\'l' 0\W•ull ... tu<·tions or $1.000.000.000. $1 .• j()!),f)(MI,(MJCI, 
•n•l ~'.?.ti!Ml,f'IOO.OOO . cut~ or n. 12, and u; pt'n.·,·nt. rt"l''~·ti\'t•ly. ,,r 
Orr.rinul t• .. tinlfth'!t of lQ-12 t•!Cprnditun-s bzt.\"t" l:K-.:u ttlt()('Uit~l to tlw 
JMknel rath'fWr~· of c·h·il drportrnrrHS ttml agt•ntit~. l{t•f&atNI f'X~ 
pt-ntluun"' fflr tlu~· s.·n·irH do um lx't'Om(' I<'S Uf1!t•nt 1-""C'•u .. l' of 
inliJM\tocl busint'S$ rondilion". ~lorro,·f'r. it nmo;t IX' n·nwrnbC'nocl 
lh•• marw or tht• run<'lions hft\'(' flir(Ott anti immt't1i8t(' iml.Ortlllt'\' for 
tfd~·n ... • 11hhou~h till'\' tH'(' indud~l in tlw t'O-C'dlltocl nomlt·Ce•u!l4• OJ)f·r.~ 
lion .. ,,( tl!l' (;O\'t•I1Hiwut PnH•ticoll_,. oll GoY.('r.n!m•nt nJt••Hc·j,.! lun'l' 
~1.:\\'l• rt'iU1t'l1h'(l tlh•ir ~··f'nllt~l noncl\'ff'll~· ~ltU\"Ill'~ 10 do lht•lf purl 
m tlh' •l•.ft·ll~c· \U'OJ:nun . In rnaun .. <·rlS('S. this tulju~tnwnt hu~ OC't'UI'I'I'I I 
"'itJ,,,ut ")W(•in cJ,.r,·n~t· rlpfu-.lpriiations or clt·Ct·nSt· n·imlnl ro:t'lllt•IH<Ii., 

Tlw ('•'II "Uta 13url•rt u. fnr iusturwc•, ~upplif':; infornHati•~u. '~··ntiul tu 
lll;t!'·'· •.l••ft•l'"'t' n~··uc·it·s. Tltii:; work impo~•~:- 11 lwt~\''!>' uc l tllt ltHmi iHII't~ l'll 
\\111•·11 ll 1111 .... ht'l'll )JtJ.l.;f,il·l·· rcu· tlttll Bnrt'llH to 11~01;11111 1' on I~· ~~~· 1'1-t llll'I IH.II or ""II r lll'ti\·itil '"'· Till' wort.: or lht• 13un•ftll or ht1 c•nml 1(1•\ 'l•lllll ' 1'4 
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anothu example of a noodefenoe agency which hat a U . 
creued work load. i'M 1 ID-

Reclucliono which have been applied to the fX~oditllr8 r 
of the inde~dent offiecs and con:uniMiona would rtquirt 0 ~1 
or reotrieting lliL&~I~td regu)a~ry. aetiviti.,.._.. in the !'!t"';lliDc 
F ederal Commun•eat1ona ColllDl18Slon, Federal 'l'tade Co ~ .the 
Soeuritilll and Exchange Commii!Sion, and the lntmtate c::n-•. 
CommiMion. 0Lher reductions would n-ita to greatly d IIUI!tree 
the number of aerviet>S supplied both to the Government on'd,..'"ng 
public at large bly s_ueh agencies as the Bureau of Stnndords •~d :~e 
Cot18L ond. Oeoc ch" Survey. The _poetponement of moinlfnnn • 
work on r~vors and harbors would rncrcll8e expenditures in 1 1 

ce 
yeara. u uro 

'l'l1e Post Olnee D epartment showed nn t'8limntNI dc•fic'L r 
$61,000,000 in thc lludgctdocumcntsubmittoo laat Jnnunry a.~. 0 

11081-{lfliCc' busin<'SS hos cxccOOed expectations, the dc•fl~ i t will u~ 
smollcr than nntic iplltcd .. If the poetnl deficit were to he erosed, it 
would he nrct'""'"Y to miSe poetal rat<s or fNiuce lef\•ic"" to th 
public. ~~ith the inct'l'asing demand ':""ulting !rom pl'(<l('nt busi~ 
ness eond•hons, the Iotter c_ourse ts d1fficult. 1\evertholN&, the 
$2,000.~.!100 o••er-oll cut m.gM " 'ell require the tlimination or the 
postal dcl>ct~. 

8. GESERAL PUBLIC WORKS PHOORAM 

The Oencrnl _Public Works P rogram would bo cu~ 10, IG, and 20 
("""<'n~ ••. n .. prcllvoly,. under the three reductions proJIOIIC'd by the 
Srnatt" _.uUUlCC' Comrmttr-c. 

In the ori~tinnl 1942 Budget, public works expt•llditul'\'8 wci'C' tut 10 
pcrceut below tho estirnatl'd expenditures lor the R;o<ol year 1941 
From tho point. o r view or nondefense work the cut. ~as (W€"n gn ... w; 
b"cnuw o! 11 shift lO largo power o.nd o ther projec ts essential to the 
defma"" rffort. 

Subst'(IUC•rtt to {>rl'SNllMion o f the Budget, it become necC'l!Snry to 
rcqtl!"'t ndditioun npproprintions lor important pub. lie works proJC'Cli 
such us new J>Owcr 1>rojoct.s under tho T ennessee V nllcy Authority and 
IJ•o Dcpnrtn"'nt of tho lnterior. Theee projects ""' cla'!t!C<l as 
"nondo!cnsc" cxpcnditun'8, although they obv1ously spring directly 
outo! t.hc clo:lcnse J>rogmm . . 

. Rtoclanllltlon r~ver and harbor, and public building projects, not 
d>rt'Ctly rdatl'tl to dde1tse but already under way, were continutd 
y<hcn stopl)l>ge would have meant waste. Their rate of COI\5tn•ction 
1s now be1!'Jl spread over a longer period of time than originally 
plannoo. ~o new public ,.·orks other than those ' 'ital lor dtfNl!e 
are pl~"'!"'l r~r the current fiseal year. 

A b~~t 1tcm m the public works program is tbe grants to Stat"" lor 
Federal highways. Tht'Se expendttures, to a large exton!, rt'imbu~ 
Stat<s for the oost o! work authorized and ontort'd upon in the P~'~''''­
ous y~ar. A roouction in the 1942 estimal<'ll lor this !unction would 
be i•.' conflict with lrgislnti\'C eommitmente. 
. 01\'oJ! nil t!t<se e ireumstru>ces, a further reduction in l>ublic works 
•• praebcoll,v Ull[>ossible without curtailing works l'fUI!'nlial lor clc•!rnsc 
or brenkh!!t lclj(isiHi\'e commitmen ts. Applicotion o! tho p~rc~nw~es 
O( TCtfUCliOn UWnltOil(l'd in the open ing parogrnt>h Of ll118 SI'CliOU 
would require elimination or items suc-h 08 tlu~ nJ)fWOJWintious for 

aUORT ON NON-oa nNs E L"''ENDITITRES, 10 u g 

ublie laod bi«bwaya, many activililll o! tbo T tnn._ vaue7 ~utbority, and tb~ preparation o! project& which may be .... atial in 
a pose-defense penod. 

C. A1D8 TO AORJCULTVR,8 

or lhe $1,000,000,000, $1 ,60(!,000,000, and $2,000,000,000 cuta,the 
tabul•tion shows tl1RL the agr~euhural-1ud p~s would have to 
("'ntribut~ 20, 44, and 46 pc.reeot, r espechYc.Ly, of their orightftl 
Budge~ c'Stimall'8. . . 

Till' original 1942 rst>m&tes were shghtly below thos11 lor tho 
prl'<'l'cling yNtr. .The wnr. in its init!nl J)<'riod nff~t£·d vt~lious IHlC'ION 
of Anwricnn n~rtculturo tn \'CI'Y dwcrso. ways. Cc•rC nm jti'OUP8 or 
(ttntli'I'S (llr(•d inCI"('I\Sing cl iflicu)C it~ bC~CUUSe or tlU,' Josg or rnn•iJ:U 
mnrf.wt~ wl1i11' other groups brnrfitrd from ~lJ!ro'·C~cl clotn(•tU ic· C'omli­
tion<;; Jn 0<-cNnbrr of l 040, wlwn the ongwttl proJ,tnun for J 042 
wa~ ionnulatl'd, a small r€.'c.lucliou in outlt1ys for (ann aid np(Wurild 
n>~tSOnl•hle. CongrC'IS, howevrr, wrnt. lwyont.J the Prt.~itlt•ut.'s rrt"'IU· 
m<'nclt~.tions. • 

In n'<"l"n\ montht the agricultural situation has shown 1 mukffi 
• impro,·rmrnt as cornpartd with conditions at tht> t'nd of lU-10. luttu­
rnttd In- furthrr inCrt'Ut'S in dOtnl'$tic purchasing powrr and to 10 
,. .•• ~..Oot<r <xten~ by larg<'-<!CaJe food purch&S<'S lor Groa~ llritain, 
rami ft,romro ha\'e riA<'n !'4Pidly (..,., •pl"'ndi.• E). . • 

(i••nt'ral UnJU'OVNnenl. 111 fann tondlliOns. e:<1.('ndin;r to a most all 
l\"p<'S of (annrl"8 will Jl'('nnit a suhslftntisl rt"duction of Go,•c-nunNlt 
ald 11 1 !Onlf' fut.-U~ time. Th~ words urutur:e time" a.n- uS<>tt lx!tJUM 
tlu•n•ls u con.sidrNtbl(~ int<orval bet.wC'C'n tl1c um~ wlt<'n fnnn rond1110118 
impro,·(• oncl tlw cJnl.c whc•n r'>duet.ion in fnrm-aid paya~wut~ ist>Ossibl.-. 
J>ari1~· poynwuta ort intNu.IC'd .to mttkr up (or Wt• d.U:lJHln~y bN.we•c•n 
thr !unll prico• o r tho pi'<'Ccdmg year ond the pnr~ty pnco•. of thn 
sftme \wriod. In othu words, th~ a mount of poy!lWlll~ 1n11.d<• 111 fii4cnl 
1!142 c t• t>cnds lorgcly on !ann conditions which exastcd mllw clliNiclnr 
\'4'1tr 1040. 
. Likrwisr, ilUYIU('Il \,8 £or COHS~rvnlion an~ usc o£ sgri~ul~urftlland 
tt'SOurCt'S curmot be snddconly curtailt..-d \\'lthout. l't'pud•~tmg moral 
obli~fttions. 1'he Department.. of AgriClllturr announCt"8 1l~ program 
in tlw faU so tbat. the fftrmC'r cftn decide whcthc.r or not. hr mtct.tcls t.O 

r.articipAt~ in the program for the t'nsuing crop ynr. Thus, Ill t.he 
at• !all o! 1940 paymmt ratC'8 for participating in the 1941 crop pro­

)rn.m .. ere announct'd. These pa.rments, in tum. will be ma.do ou\ 
o! funds pm••ided by 1942 appropriations. . . . 

In ordrr to achif'Vt curtailment:& or the magmtude mdacated above, 
parit~· paymmts have bern reduced hy $50,000,000. 

l'ann<nts lor ooil oonliCJ'vation have also .,....n di'Cn'asOO by $100,-
000,0oo in thr fi111t, and $~50,000,000 in tho ~ud an~ third ?' tho 
b~·l>otl1otic•l cuts. The III'COnd and third redueuons n11ght h"' e lar­
rC'achln~ t'OOnomie oonscquc.lC8. It must. be remrmbr~od that. tl~e 
.\gritulturo.l Adju&lmtnt. proftra.tn no"' aims at.. plannN.l mcn•tLSCII m 
Pro:<h.IC'lion ~r m. sny <'O~lmoditirs as '.''ell as euruuhncnt~ 111 th?Sc~ .cropt 
wluch eoutr~butc IIC&VI1v to nu r mftJOr surpluSH. hIS i>OSSihl~ tluu, 
8 Shl'lrJJ r<'duclion or thfa pmgram would cost. OOnSUilH!I'8 lll~f(\ II\ the 
f?nn or l1iglu.1r J>ric(.l8 tlum it. would rclim'e Lux ~ur<~(·ns. rl1111 ~·!'" 
Sld<'r•lion does not preclude, of Clnrao, the poss>btllly thot 8 JC'OIIlcr 
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reduction ,in !>UtJ&yS may be fntcuiblo without impairing the f d' 1\iental obJl'<lltves of the progra . uo •· Ln order to attain the total reduction& it was &lao n . eaae to climinate tbo annual appropnation for the di$=r?r 10 jd' oommoditiee-$100,000,000 in the original Budget estimaiUlJ> .. $125,000,000 in the actual appropriation. In all three rcv~nd aeparale $100,000,000 permanent appropriation waa lefl untouebo<!' Thi$ i$ an amount equal to the 30 pereeM of cuetoms revenue wbieh is pennanently allouled to tho Dispoaal of Surplus Commodities mainly u!lod for financing the otamp plan and 8lllli.lar projoolll and 
Elimination of Ute annual appropriation Dlcana therdorc · a tllr tailruent of the fund• avail!'~lo for t!t• auunp plan, free aehool iu~ etc., by on .. balf of the ongma! esumal8 for 1942. In malcing auch a revisi~n it should ~o <:mpbMJZod that th"!"' programs ha.•o pro1·«1 to be lugi•IY. bencflctol m unprovmg the dtct of low-income groupo among our c•tazens. 
The revisions for agriculture show only a alight incroue undtr the $2,000 0001000 cut as compared with tbc $1 ,500,000,000 cut.. A rurlber rt~uetJOO would COmJ>f'l either repudiation or Ute oommit.­mtnis mude for pa1·iw paymcni.S or a cbonge in the law pcrmaoenlll allocating.an amount !"lual to 30 pereent of cuol!>m• revonue to ogn. · cultural atd. OtltoN'Jse the only other alternattve would oo disrup. Lion of the m&chincry tlevcloped for agriculturol adjustment .. 

D. A 108 TO YOUTJI 

To achievothe throo over-all cuts reductions of 51, 68, and 95 Jl<Y· cent hav~ be••n indicawd for the youth r.rogram. 
A substllntinl contntction o f till• Civil ian Coni!<'I'Vation Corps and National Youth Administration programs is already under ny. F.mployment opportunities for )'OUth bnr inereaiC'<I to aurb an e~l that the numl>f'r of onroll<'<'<l 11 decreesing (see nppeodix K). this drvt11opnwnt.. ba..~ bt•cu tnk('n into necount. in lhu r(•srrvc <'ttabJjsbOO for 1942. 
Tbcro •till rtmaint a bod•• of American youth for whom tltl'lt' pro­grams provide worth-whilo ·training attd hraltbful activitioa. In llle lftrgrr I>C'npN-tivc or n11tionnl cldeose this work is not without sig­nificance•. 
Certainly thrre ranlw littlo doubt that aome aorl of youth program ... m 1w nee:...,· in thr post-{),•fense )>l'riod. It would be costly to wrock exist in~: o'rgani1.otion which may be urgently n<-od<od later. 

t:. WORK Rt.lLICP 

Tbe originol Budget estimate for work reliof in 1942 "'as 29 p<r· r<•nt.below thr exprnditurra or thr prt•twding yeor. Subsrq!ICII~Iy thr .J>r(ISadrnt. r(-t4\mrn('ttdf'd U furthrr CUt rr nbout 10 pri'<'CHl Ill \'lf'W of tnrrcRS<'<I_rmploymcnt (&<'<' B(ll>rndi"s F and K ). . To adnevr Lh• o•·rr-oll cuto posed by tho Sc-nato eomnutlN', work· fl'liof rxronditui'C!I wrrr roducrd bv 32 49 nnrl H porct'nt of the oriftin~ l eetimntes. In tonsidcring Such 'rurihrr curuilmrnt of wo~~ r.•I ... r, 11 must br ronwmbered that (ho dr frnse program hasuot nflectro C"ert11n typ"~ nf workrrs anct C<'rtain f't.'1tions of tb•• country •. Thf'ln-a~t Jtl'OIIJ>!' of propfo who a ... empJoyabJo but WhO b&VC great dlfl\<u(ty IO 

it 
filldinj: employment . ~v.en in a tigh\ labor .markcl bocauoe iheir ,..,hmcal or other abihlte. do DOL fit the qualilieationa for the avail­ablr employment. Many such prople ~DOw produ<int uoeful 'Ooork onj>Ubho programs. , . Tbc defcnso. p~ram •s o.•pt'tlOO to absor~ additional milliona of p<!IIO'"' but 1t IS probable tltat, tempororilv at leu~. inerotolling a.trnae'empfoyment w~l be W~Olly Of partly oft' set by rising diam;.aJ. in tht eonsumr~ mdus~e. 111•hi~ aro foreed to lower production bcc•use of tho lack of material, machinery, transportstiott faoililitlll or skilled lnbor. Wlulo most of thl'Se pooplo will be eligible f.,; unrmployment eomponoatio~t. needy poraona wbo exhaust tbrir ri~bts btfon' n<W work ia found will be eligible for Work Projects Admin­i&tration t"roployment. 

It a lso mun be undcnttood thnt32 porcont of present Work l>rojrets Administration workera and 38 porccnt of Work Projoets Adminiatra· tion rxponditurt'tl arc for deienao project& Wbctl>cr Work Projects AdminiStration is or ia not tl>o most appropriate agoncy for auch drf1•n..- wor~, tho fnct r<'m~ins tl>aL oliminati!>n of ouch Work .Projects A1hninistrnllon dcfcnll<l projects would ni'C<'ti8Jtnte thc work bru>g dono bv aome other agency. 
·A major n-duclion in work telief may increase the number of general n•litf csSCI! which mus~ be tsken care of by Stat~ Md locsl go••om-1:n(lnl8. Tho question whether or not such n development. is c:lt•eia:-ablo is n•lat<>d to tho whole problem of Fedcral.Statc-local fiscal relations. t:nder tho $?,000,000,000 n-ductioo program, about thn..,..fouribo of · ·ork-noliof expenditures haa lw<on ehmillated. 

r. SOClAL 8ECUJUT\' 

Reductions allocated LO aocial...-curitv program& """ n•latil•l'ly nuno.-$3,000,000, $6,000,000, n.nd SSI ,oOO,ooo, fftJpr<"Lin•ly, for the thrt•r ruts of S l 000,000,000, $1,600,000,000,,nnd $2,C)OO,OOO,OOO. . Tho 1942 Bmlget provides'?' n 4-perccnt m~rc• ... 111 ~tal ... ,cunty tx~·ndilurt"t: over the pr«edmg year. Th(' wc.rcaM' •s t&u$'<1 pn,. marily by additions to Federal grants noc<'II8Ary LO ma"'h Stale pay­nu•nto to a rising number ol aged persona nnd. to match Stolt pay· nwnts for inC'rrnscd tl8$i11ttUtcc to dcpcnclrnt. clnldren. 
Till• social ... 'Clll'ity rubliC·888ialonce programs arr 1\0L rduW<I to dofrnso. but""' part o the declared loog-l"'lnge policy o~ the Con~ to aid thr holpless indigcnl. Thr paymrnl.ll do not du't'Ctly reduce •·ith-. labor or materials nvniiRblc for dofrnoe. . l,ikc nny income payment, nssistancc pnyments may ~n\r1bute. t.o th• inflationary p"""'urr through makin~ '!'oro fun~l~ •vail~blo winch tho rocipienta can Sl>end. But by pro,·11hng a mmunum meome LO )lro)llr on ll~r bottom of the ineome pyramid , ouch pavments eronLc 1111rrl1nsing 110wer whioh is used primarily for J(OOds nnJ scrvJCrtl that an• n.-ithcr ecarce nor compt>te wi~h defense. 

I!\. alloeo tin~t t.he coromitt-eC''s .r(•duclions this ~'<'pOrt. hns .P~Iu~l~l J't\'IIUOns or t4'rtain fi xrd cown11tnwnts such tlS c.Jc•bt.. servacc, ll!IUl· mi~ reduct tons in\•OI\·ing lmi~lr tlvr chan.J('N, and avo•d_l'd rcduet~<ms wh~h ..-ould disrurt. law tnfo~rmtnt and othf'r f'Mel'nUal operatton,_ or the Oo•·emmrnt. 
G.-OOT-41- 1 
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12 RJ!POBT ON NON•DinN81 IIXPE!IlliTUilla, lUI 

Under this approach, thoee IOCial and eeonomic 
aro noL fixed by legal oommilment& must bear tb~ir""" •·hich major reductions. runt or .,, 

A subsL&ntially diJJertlnt .uult is obtainable only il ll 
is changed. If, lor instance, to make a S2 000 000 OOOe IJ>Pro.aeb 
vcwrans' pensions were cut, debt service reduc{.,J irnd F d rcduchon, 
in-aid curtailc~, then it would bo pOBBible to p:cserve 0 era~gr••!• 
JlllrL ol l11e SOCial and economic programs. Still other a 811 ltnhal alloe~lion of reductions arc po68iblo, 8 PJ>roaehee to 
. Tins roporL p~nt.a one aehcdule ol revisions based on II 1 uon of the eommtttef. ae f'f"88 u .. 

APPENDIXES 

APPIIl~OIX A 

NQOI.UTION OF 8 &!fATC ri:CA.HC IC C(UUUT1'1t£ 

Rt...i~•l. r.1 IAI Cuu•iUt-e on Fiao"" of Ott ·'In~Mt. at'li"# vNiu IM ewtMrtll 
ro•t•<l 111 11 ., .,dio11 10 •J tAt IJwrlftt ttNI ,.I«<tru,tl•r Att h/ 19!1, Tb.at tbP Direttor 
1
.f tM Hun .. u ol tht llu~t he req~tcd l~ tnu:....mh w the chainnan c.t ..Ut 
~ o~~•a:H11rt", •• IN"Vmptly as ~~b~. bwt. ti'Ot latt'r tba11 the l.llh dav of Ot&ol~~rr 
1911. -·~h ~~:tAJk'tt rt\•l•iolt~~ of the C'!l!-ti!'.alcof nl t'\JJMttfituN ... lor tbt- f'b.t-al , Ult 
1-n•lluc Jmw SO. 1 (U2, a.• ~ •·oukl make il be had ~ n ln,.trut'tOO to pn:J.a~ ti'""' 
nudt:•1 1"~1huah..,. lor ~11th fu<t'al )"tlat in \\hit'h tlif'l total IUtnuAI •' '>llf'nditun ... IM 
'-"''l•t. ft """ lm'l".,.._ \H•re h~" h~· one billion duU111"1 (~I.OOO,f..OO,OOOl, b,• mw .nn•l 
,., .... halt hlllun rlQihu .. ($ 1l~.(00,000). an" by t•o hllllcu. doliAn- ($:2,ooti.OOli.000), 
tt ~IJt'f'liwh , lh"n Ilia LOt l\l IUUOUII\J< n1J\IM11rfl\l.~o'fl tor "'lll'h nnud,,fl;n .. C' )tlltpc•!t('" 
f11r .. rwh fi~o" l ' 't•nr, nud w ~ran6mit tot w flu't.lruum ur llfli rl ~·ornmittN', tv~tc'Uil't 
.., ilh .. rwh ~,{,.Jun" or c,-;tlma~. ~m1pll.'t~ dr•l•- Jihtm iuiC ~~II ltt•n111 wMth \''''"-' 
t·l:r••lltrd ••r e"•JU~<Id<•rt"fl lVI hcing nmnlu(cn.•u fl"< l~mllt ur~ lu tli~ Uu.-l.:('t. t":o~11!unh"' f,,, rht· tl•tnl \t'l'r cu•ltn.c June :W. 11)..10, and "hll"h, hr t he Hut1gN. t~<tim:~h-"' .,f 
t•x1x•uthtun ... (or tilt• fl•tnl ,·ear cndinu:: June 30, 10 II. or for the tur~nt. fi,.('rd H•nr. 
h.'\\'C' 1"'(1" in('lud•;c:l, dlrceh.\' or inrlih."'t' lly. IL" d(•(t'•n..e t"~JJCnditun.':!'. and an.• nuw 
tl.:tu;(tr"l ur cun,.lrltrcd A" bdns dtftn!'e fl'(l~mllturi"' 

R,...Jrtd J•"tAff. Thar. tht> chainna.n ot Mkl f'iirtllnlt\f'f' t)C" d irttttd W I NII .. II!Il 
I•• thfo thainuan or l~ Committee On AppMtlriatkm" •.f Ilk• &11al.c" &nfl h• th•• 
tha•mtan c•r the Committee to Jn,-edisale Xontl'-~ntlsl Ff'Ckral ExJM!'ndlh•n:'" 
... ,at.l'i·htd tl\ tht fW,·e-nue Act or 19-11 <""INfwo of tblo n·\·Wo~ of C'"-t!.msh-.. aurl 
• ~~-r .... ,. lnut. .. rn1U«I ht the Dirertor or the Uun-au (of the.- Rudcd JI'Uf"UNII w 
tbi .. "~l•llkm. 

f/,-,ft/f'f,{ fwr11t,·r That the thainnan ol tho O.uunhttr(l nn Fin:antt of tho• ~nat•~ 
liC' rlln.'t'tN'f to I n'\ll.,llllt. A OOJ)Y or tbiJt f'Cf!IOIULiou, iuunet:!lal('ly upon illl Mlto(11i•w, 
t••lh<· J)in_"el{lt or lho llu~AU or the Und~tct. 

\ rh.l(llt'tl 'JY th11 Commitk-.• Ora FhtA.IIOO or t h\l ~matt". Au~tu.;t. 28, 19 11 , 
(~igut<cl) W Arll'l!lt F. (~•:nMn~. 

C'hairmfiN, 
At>P~NOIX u 

ltt"f~ cla.uiJtd 111 " nalionnl dtfnue" •'n t~ lu;(lg(t ~1Mfi1MIIt4 jflf 19.$0. •tJ $1, liNd 
19.ff!, oM tu •I Ckt. I. 194 I 

·-
......... .. 

•• 
•• • 

.. 

.. .. .. .. ... 

.,.....,. . ... 
., . 
'" 

Sc.deh>•M• .,...,. 
.,.. 
''"' 
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,,_. du.iJ.td .. "oo~i"""' d<l•w' I• ,., Bwlfn "-< • ......,1., 11M 

19-fl, o-.d., of Od~ I, 1941-contlnu«f ""'• 

Uow"-UU.s ...... 
Jn 104(1 0UdPl In 1041 Buctaft Jo l tc:r UOO~tf4 

Ort~On.•. ••u CIOOUlhllllt --· docu•lt'IU --· Ot't!l:t''1:v~Oil'b::it.~M-u-
IU...bcWtn•ad.l•lUII .••••••• (') (? .,.__ .... -·-- C...mu~ c .... ........._....._.. .. •.-tfrl-... ,.... c:;;:T·; - ~) ~~ ......... . ····· 0.. 

,_, ... --c~ •• (') ............ 0.. ··~· --. ...,,, 
MlJTililf . !:! ~~ 

~--- 0.. Nfttln~6,._. _ ~~ C-" M..tta.c .... -...: Do. 

··~--· s~ .. .. 
,., 

..,...,l'L.,. Do. .sb'p fuad , NODCSeJre ..... 
Tte~Jlf\Mf' Vall~ Alllborttr-ed• Do. 

dlll011i.l power r~stallatlonJ. • • _ (') (') Deii!~Ut ••••••• """"'"'"' Vtd~r::=:rf~~~?'J,olnltlra-
oM~:;,~~~.:~::a':r..,.,k!O · (I) {') •••• do . ...... Otill!nw, 

r-!::lct~:::.~- sm:~,nw:· ('I (') ••••• do . . . ..... Do. 
ttDr1 MIIJUI &ad taalllltJOII 

~·=rilY &Mi1~tn- . 
,., (0) ., Do. 

....... -.aed~t 
of • .,.. .... ,.., ••• ~) ., ,_ 

Do. r.-..aWerbA~ . 
~ Jlll]IMt: ....-b (-.. 
s~'::!.~ ... ~~ •• ., 0.. .. __ 

(') ~--····· Do. 
S .. --.a '•'•tot'• C'oud , . .• ., •• ..... -.. ....... . ... ('11'dA-.atb; 

lllt~tflltaftd.!Mikftl !:! -~ -~---do • ~~~ hUff'ioJ rrrlti• p0ot lralatr., .••. ~ l'IUe •• ·····• .. '"' UunniiO.Itr Ia 1M TtrrltUI'k<l- (0} (') N Do. OOMtnllt'CIOII Of Plllmtr-Ridl.ltd· 
tl)n HoM, AlMtL 

Uurr .. u ot Mh•f'll- htlillftl pli111t.s (0) {') ,., Do. IDII flChrr nMIO.IAl'<ltfffll!it a«l'l'• " .... nz~~liOIR-prout"Cioo Oi(Jr'Ojeet {0) 0) (0) '"' JliMit'f 
Yfolltnl lkarfua Ill ll'l""tlcadclll- ,., ~ ....... Dfft!*4 . ..... Do. Mtm.l..:tll'f-..e erth1Uofll. 
~ ....... .., dolftaAiilell . .. ... (0) {0) ~~ Do. -. ..... ~ .. (') ., ., ... ·-·- -~ ..... :=c ., --.. 

..._ .. lAhar ~--PM· •• •• (') Do. ---~ ..ct Clml.pMioul OUt• ....... 
lliMf' SaL!on.!.cldtftte .U\•Ilift (') (o} OdttUil • •••••• ... ,.,_.,. 

c~r.,~llnl-a-.ti~~etnw- ,,, 
O,.f(lftMI • • ,.~, ,,.,,do ..... .... NoelkM'II· 

l'r.JCUtl'lllftll fltl'biloo-ttNttfric ('I SontMmse •.. ..... do ..... . ... J)('ftnw. , •w1 ultbl mllh"riaaa, 
\\ '" l fllllll111lllllr)'l , l'.ll'lan. C.n.lll · 

Mdltk~MI facllltif'ol . 

~~ OtllfftM ••••••• ..... do •• ""' l'ro"fttf\'f' WOft• • ... 110 .. ....... •• •• Ckl __ ... Noadell!ML 

I Jf\11 
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A.ri'S XOlZ C 

15 

\ 'o•tlrftreM 1141 appropri4ti<nt.t a~ n:ptltdilw~1 ud Arp«Mfiool rnifto,., c. 
' ool Bwdfot <lli_,u of ,.p<a4ii1Uu l>r fi ,JJW,OOO,OOO, 1 1,6(1(),000/)0(), oo4 

ll,()()(J,()/)(J.()(}() liD mllliona or dotlattl 

r..u. ...... ll,polbttlall tllflltOd.IUiftll u.clff .... .. .. Udltl •tlm&ttll ol Upeodjtu,. ..... A<lu&l (C!OI~JD.D1) 011-.. ...... . ..... ""'" ....... ... 
C; Ofu, 

II.IIJOr.OiliUI»Itl~ Q.IOU! ... 

....... ....... 
Artlwl11 ::::; - ··- ·-.. .... .. ,.., ,. ... ,. .... ....... ...... {Ott. I. 

ltU ) 

01 "' "' {<) (I } Ill {1) 

1 l,.tdllall,..-, JuC*IdW., .. " " • " .. a.t t~ot<VIhf' " 1 C"itil~wtlllf01UDd .., ... ... ... ,. .. 
"' "" a. l~'tltJ .. worlle 

Pl\,.,.11'1 ... ... ., .., ., . . ., "' t \'f'lfnUU'Jlf'IIIIOCI•al)ll 

"' ... "' ... ... ..... ... btiWIIU 
.. ,\ ~ 1 •1~tll.riCilllll l'ft ... 1,061 1,101 I,IM , .. 

"" "" t.A~JIO )"Uih '"' ... "' "" "" ... .. 
1 StotiiiiW'f'IUIIr ., ... .. , ... "" ., ... 
,. W'cwk rl'litf ... ..... ... ... "" ... ,. 
t Rdalll11 " .. .. ., .. .. .. 
-. l11tmtt CMI tbf pubtle 

1,%11 '·"' 1,7il I, Z'l I. tlO I.:IU '·"' .... 
II. ,.......,.. te INti ... 

'" r.s Z:i ... .. .,. 1U ...... u. ,...,.....ua .,,.._ ... ... .. .. ,. .. .. -T•tat. f'~-
..,. ......... t.. 1,111 ..... .. .. .. ... ..... ..... . ... 

t lllduoCkt •tlt ...... IU.II .. It~~IIM J)mdbl11 bforort Cee...-. Ot1 Jo. I HI ... c1u fltbuto cd lunt. ~ 
lllfon~mlll"-ln t• lfMIIImilled. 
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APP&N"Dli D 

1841 rwnd<l< ... ap<ndil•ro mi-tt 1>11 tv,. of ....... w....,.._..,,.,.14 •• ., J 
'"' • ·~& 

ll.n mllllo~»., doOM ) 

l.egat nnd quui legal commitmentt: 
luterc"t on the public debt. •• _ ................... ........ .. .... . ..... . ..... _ .. .. 
.llclund~ ol rt.."Cc1pla ...... ............................ ........ .. _ .... .... _. _ ... _ 
Veten.ns' pensions and inturance ......... _ ...... .... ___ ..... __ ............ . 
Tratllfen to trurt a.eoouu~ . ... ..... __ . .. ..... ___ . .... ___ ... __ ..... . 
Soctal~urU.y grant. in aJd ................ .......... __ .... __ .... . 

To tallep.land quullepl eommilmwt• •• __ . ...... __ ..... 
l..ttlalathe eommitmeot.; 

J~lath·e and judit'iaL ..................... .... .... .... _ ...... _ 
Q\ U departtnenls and q enclet ........................ .. __ ...... •• 
Crantl in aid for l>tJbllc ro&dt .................. __ 
30 JX'ret:ntor tariff rcer.ipta to removt' ACricultural tJurplu~et ••• 
Jlari1y JUl~·n•cnta .. ..................................... . 
8u~ear Act admin~t.ration................... • .. .. • .. .. • .. .. .. .. •• . .. ... _ 
Hcduttlon in lut.ctl'8tralCI.... . ............... . 

To tal legislative commltmeu hl ............ ---- . .... ..................... .. 

Total fixed commilr:nt:nlf..... . . .... ............. ...... ......... . 
Other expend I tum.: 

f:~eeutl\·e offiee........ ...... .. .. • .. .. .. .. .. .. .......... ............ .............. .. 
Ch11 depeutment&and ~entl~ ............................... . 
Oer~~tral PubUe Work• Pro.c:ra.m ............................ .. 
VetttaN' benotfit.a (boepit.a.Uaatkm, adminlnration, et.C'.).. .. ..... 
Ale .. to &«rreulture .... ............................ .... ...... .. 
AldJ to youth. ................ • • .......................... . 
Sotlal ~~Crority (a.d:miulatration) ............................... __ ... 
\Vork relief.... .. ...... .. .......... • .. .. • ~ ................ -- .. -------. 
Supplemtnt&l ilcm!l- rel{ul&r .... .. .. .. • • ...... ............. ............ .. 

I,:IU 
89 

<61 
276 
43G 

2, • .,. 

as 
1%3 
100 
100 
20:o 
48 
30 

3 m 
1163 
101 
on 
1163 
~ 

I , 02S 
100 

710 

3.11111 

Total other expenditurca..................... .......................... .... • .. .. .... 3. 3S."t 

Total nondclonw cxr~ndl lUI'C!IIH ..... ....... ................. ........... 6.:.81 
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APP&KDIX B 

JU4Md~ ift ifWiiftdttGl ,.., ... COIIJIJHI;rcd tDitl f.ot4l rfd~f!W 1 

flo •UUou Ofdo&Q) 

Aetlvitt t i,OOO.O'lQ.OOO 11. &00,000,(0) n.ooo.oco.ooo 
A.ouot ...... , A.aJOUDt ....... ·-· -(of!Cblilll"' Jilldktlll, at111 e.aa. tm ........ (') 0 (') • (')"' • OlwY~IIIftiUaadaaadtl.. ••••••••• , ,. u •• u .. o..n~ ro~ Worb ~--········ .. u • ., .. .. , . ....,...,.......aDd bceleo •••••••••.. IJ Lt IJ •• II ' 

AJcb tot lil!hll..._ ••.••••••••• ,. •••••••• - .... .. lLt ... "' 
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[PcnLIC LAw 250-77oru Co:.ontss) 
[CBAP'l'lJR 412- 18'1' SE8810N) 

fB. a. MJ7J 
AN ACT 

To provide revenue, a.od for otbtr puJPC*$. 

1 54. 

Be it tMCitJl by IM Senai4 and Do- of RtprutHintitt• of tM 
C•itccl Statu of America ;,. Congra• aueml>l<tl, That this Act, 
di•·ided into titles and sections aooording to tile following Tablo of 
Contentt, m•y be cited as the "&•·enuo Act of 19-11": 

TABLE OF COX1·E~'TS 
TIT1..Y. 1- l l'mrvtOU.U. AND COitf'IOU.TlO:t I ~COWE T.U:£8 

Sec. 101. Surtax on JnaJvlduals. 
~·. 10'..!. 011l10ntll tftX on lodlvidual-' wH.h (frtaln a ro• tucome of $3,000 ur 1('11&. 
~. 100.. c..:orportttlon defense tax rntts lneorporate(l In rate Kbedulf"ll. 
S«. JOt. ~urtax on corpontlons and termination o.r dtfeoJee tax. 
Sf(, tOol. Taz on nonreeldent allen t.ndhldoalt. 
~. 100. Tnx on foreign rorporatloos. 
Ste. lOT. Wltbbokllnc of tax at 110\U'('f.. 
S<e lOS. 'ln<l17 .Wtptloo& 
Set. t(O. Jledocdon in pu~ ot I;J'ftllta of f'ltN ot tu aDd wllhboldin,: on 

noortttcStnt allen lndlYiduala ftllldent Ia. and t'OI'Dt: .. ~&oes orpnbtod 
v.ntter lawa of. Western Uem~htre C"OOnlttel. 

Sf<'. uo. Def~nle r.u: ratet on pertiOnl.l boldine c."'mpanlec ud tralllfetl to 
a•otd lnoome tax incorporated to rate eebedula 

Sec-. Ill. r~erwouol exemption. 
Sec. 11: . lt(' tllrnl ot Income tax. 
See 113. Credit for dependents. 
84'C'. 1111. Nonlnlercsc,..bearlng obUgaUoos hllf'Uf'(l at dlteOunt. 
fiec. 111; , !;hort ·t!}rm obllgntlons l!mted on o d l8tount btl1b1. 
Se(. 116. lnfonnatJon retu.ms with respect to ll'edertl obiJJt.RtiO'Dll. 
See 117, Extentlon or Ume of orde:rw of S«urHII.'ll 1Wd t:xebenge t'•+muJ1flll lon. 
Sec. US. Tax•ble yeen to wblc::b amendment» •P(IIIc-ble. 

'nrL&: tt-Excae 1"--mt T...s 
See :.»!. Exeea pt'Oftt:l tu ra.lft and uedJta. 
~- :!0'.!. Ot<Juctlon of exef.fi&-J)I'Oft~ ta~. 
See 200. N'" capital 
~- :»4. ~don.t engaged In mfnla,R Aralt~ nwtal&. 
8«. :XXi. Taxable )'etJ"' to wbldl ~ntl appJJ;etbJe. 

TITW! 111-c...rtTAL STocK fix .A:co ~It» \ 'AUJit Exct:t•l..,nTsT•x 

!:l'!'r. 001. ORplt.l\1 ltock tax. ~-302.. Dl'Cillrcd ' 'nlue e xcee&--prol'lt3 tax- DeftMO u•x rot·i!l lncoi'PON•H'tl In 
rlltO ttthe<lutc. 

Tl'ru: rv-&lrrAT& Al'fD OIJT Tud 

Stoc. "01. •.:.tate tax rates. 
Set. <t02. Olft tax ratte. 

"nTT.£ v-&sau T.a..xu 
PA.Irr 1-IUt UCIU TASU M.ADC PUM.Io!'U: • ..,­

~JJ()l 1032 exdle taXes made permaneot.. 
Set.:~ Pipe Uoe lax. 

Regraded Unclassified



2 

PUT 0 - 0cn:.•tU: TAX J.ATU )t.ADC I'D.KAlfl:ltT (KQ tw 
cu•.tro m ~or T.UJ CS~r.A..ac •• t:.u AXI • o 

See. G21. Otfeue exdle tax rates made perCD&.O.eot. Wbk:b a 
lb .. At'L rt Dot f~ bJ 

P.UT 111- INc:a&A.liQ lN' L\TE8 01' UlBTINQ CXCJI & TAIU 

S.O.Ii3L Pl.ylnJf CBr<la. 
Sec. (;32.. Stlf& dtpoaiL boxe., 
S£'C.IS:13. Distilled IPirll,, 
SCC. 6:W, W II1N. 
8«. 63!'J.. Th·ct nnd tubee. 
SQC':, 536. f;ITOC'I Ivo date ot Port ur. 

P.Aft' \ '-S'CW bCUIC 'h.Xq 

~ GV"l. ~ew maauft~t:Eurere' ertllle taxes. 
Stoc. ~ New l'f'CI!Iera" exd ee taxes. 
&c.~ ~drnlnhnnlh·e chanf:8 In manut.ae~urer•' exd.Ae c".-lltle ot Cod ~· .II"J4. rnnMJ)Or11Cion or pentODa-, etc, e. 
&>e.~· Coh~-operaled ttmu~ement und p.miog devices. 
See. u.~ nowllnx ~tlltys, Nc. 
Sec. riV7. UIK' Of mmor \'f•hlcles and bollts 
Sec. GG8. El'l'ccll vc (J~1te ot Part v. · 

IIAIIT V1- PIIOCQ8lNO TAX 0:-1" <ZaT.UN OUA 

See 001. Pl.)'mem or P~lt ot proce:ss:tn,g tu to Guam and Amerl~an &~moe.. 
TITU \'1-~0:o!QSI!:.:CTU.L Fmn.u. .f:XPC.'fDITva,u 

See. 001. None~~enUat Ftd@ral t>X])e(ld.ltures. 

Tt\ou! VI 1-caurr AGAINST .f'mca.u. Otru.t:PJ.OTWL'CT T .U:U 

Sec. 701. ('rt'dJt a n iD.tlt F'fdf'ral u.nempto)'l»eDt taxee. 

TITLE I- INDIVIDUAL AND CORPORATION 
INCOME TAXES 

SEC. lOt. SURTAX ON INDIVIDUALS. 

·~ ~:~~8/2 (b) of lho Internal Revenue Code is Amended to re1d 
''(b) llATr..• or StTRT•x Tl 1 11 be . . for <nt h lnxnblo · ·- •eN SlA · lev•ed, collected, And pAid 

lhosuo·lnx ~hown f,~nlrl 11 J>0
1
n
1 

the surtnx net income of ove1·y individuol 
• 10 fol owmg table: 

lrn-~·-· 
3 

"'fllw artu a<ll-•e Ia: ne Artu: o1oa11 .,., 
~vc: Ot'fr' $2.000-----·=,---
0«r ~000 but not OTtr $4,000---
0«< " .000 but DOt o•trle.000-----
0\er$6.000 but not oYt:r $8.000---­t.,..., $S 000 but not oTet $10,000 _ _ 
Offl' $10.000 bUt DOt OYt r fl2_001) ___ _ 
Qf'tr $12,000 but not O\'tt ll<l,OOO-­
QTrr $H.OOO but. not. ovtr $16.000 ... - -
(Wr:r $16.000 but not O\'('r $18,000. __ _ 
()'rer ltS.OOO but not onr $20,000-----
0''"r $20.000 but not ovr:r $22,000. ___ _ 
0\'('r$22.000 but not over $2:6,000 ... -­
(),·er $:26.000 but not over $82.000 ••••• 
o,·cr $a2.000 but not over 188,000.--­
(),·er $38,000 but uot over '""·000----· 

()n•r ~-1.000 bnt not over suo.ooo .... _ 
Q\•t•r $.j(),OOO but not over $00,000 __ _ 

(k'-t'r ~.000 but uot over $70,000 .. --­

Q.-H' $10.000 but not OTtr 18:0•000--~ 

OYe-r~ but oot oYer $00.000--

0.W$90.000 but DOt .... JJOO.ooll­

(h·tr $100.000 but DOt 0\'"' Jlt.0.000-

0\-..r t;I:A>.OOO but not o•tr $-"00.000- ­

(ht!r ~.000 but not O\' t't $2."10,000- ... 

t.h·•.,. f;:Z!"A>.OOO bul not O\"er 1800,000 . .... 

On<r $300.000 bul not onr $~100,000--­

<.h·t•r frot OO.OOO but not ovtr $500,000-•• 

0 \'l•r $;i00.000 but not over $TGO,OOO ..... 

{1\•tr $i JO.OOO but not over $ 1,000,000. 

0\•r-r 11.000.000 but not o\·er 
t-2.000.<Xn 

0Y•'1' 12.000.000 but not ovt'r 
&;.~.000. 

O.cr $:~000.000---------------

ec;:, ot tbe mnu '* lncce~. 
$13), p1us ~ Of Hftel ~ S:.OOO, 
$300. pl .. 13~ Of ...... ...... .000. 
$560. plus 17~ ot tx«'tt O'ft r kOOO. 
$900, J)IUS 21 ~ of t'X<We 0\'tr J8.A)OO, 
$1,320, pJUI~~Oft.I~OTft'$10,000, 
$1,820, plus~ of t'XC'ftl O\'tf lt~OIXl. 
1:2 • .ao, p1 aa 82~ of exef'll O\'et 11•.000. 
$3,0-10, ploa85% or e.x~ o,•triUI,OOO. 
$3,7-10, plus8S~ of exCX'tll ovt r f18.000. 
$4.500, pillS 4.1% ot excet~ O\'tr ~~.000. 
$5.,820, J)lns 44% of excet~ O\'tr $2::!.000, 
$7,080, plus41?'o ot t.let!t!IO\'tt $20,000. 
$9.000. plus &07. r•t e.xceu O\'fr t.IJ2,000. 
$12,900. J)luiJ :13% ot t'Xet'11S over 

$38.000. 
$16.080. phd OO(j'e of t>:<CfA over 

$44.000. 
$10,380, pJu. :;i ii~ of """'""' over sr.o.ooo. 
$2:),()60, pi\UI :'~ ot "'~ onr 

$tl0.000. 
$30,060, 1)10$ 01,..,. or fll"f· .. ~~ OYf'r 

$tl)JX)Q. 
S31.0SO. P D-'1 (:3~ ~ n<Wll mfT 

$80,000. 
$43.380. plus &t~ .-r f'ltf'M Mf't 

$90.000. 
$49,iSO. pl01 W~ of f".l~ onr 

$100.000. 
$S2.280, phlll 00~ (t( C''~ O'rrf" 

$1:JO.OOO. 
$ll5,280. 1~1 0-! Gi~~ ur t-x~ (j\'rr 

~-$148,780. plot OO!i'co or NoN•to4 owr 
$'.1:Al,OOO. 

$183.280. 11IU.8 'it~~ fl f , .. , .... ,.. 41'\' i' r 
$300.000. 

$2;}4..280. 11lus 7:!'ic c1f t•SCI'J~• c•vrr 
$<100,000. 

~G.2SO. 11h1.!1 73"'" ut .. ,, ... '"'• cwt•r 
s.:;oo.ooo. 

$.i08.780, J))Uot 7 1,...1' flf l'lt..-.,.lf Cl\'t.'t 
$700,000. 

$G!Xl.1SO. pltt.IJ t .t'-;. .. r •• , , .. .," o,·er 
$1,000.000. 

$1,+t.1.i SO. plus 76~ c t ... x~ O''t' t 
$:!,000.000. 

$S.nl.;s0, J)ltro 11~ ()( t'C~ 0\'1'1" 
$;;,000.000.. 

SEC. 102. OPTIONAL TAX ON JXDIVIDUALS WITH CERTAL'i GRO!IS 
h'iCO)IE OF 13.000 OR LF.SS. 

(a) 0 1'1"10 N A L TAx.-TIIe lnlrrnol Re,·enue Code j,., ••m•mlOO h.'· 
iu""'niug after section 300 the following new Suppltmf'Ht : 

"Supplemut 'f- lndlvld uals With Gross Tneome From Certain 
Sources of $3,000 or Less 

•.soc ~00. IM POSITION OF TAX. 
;,lu lieu of tho tax imposed under sections U nml I?, 1u1 indh•ld~ml 

111:1y eleet, for eneh tnx11blf.' ·'·cnr, to pay the ta~ shown an the rollowmg 

----------------~----
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... , ....... .._. .. ___ 

11 •••••••••••••••••••••••• •••• •• •••• •••• 

--------

------------------------

• ::=---------------------------
--------------------------­:1,050.------------------------- -

.: ·~5--------------- ---·------.-
I ' 00 ••••••••••••••• • ••••••• •••• 
,1,125.-·--- -- ···----- ·----- · ---­
.:·:~---·····----------·-- ·----- -------

1!!~!;!;!··!!!!!!:;;;:;;;;··;;;::::::: 
$1 325 --··-- --·-- ----- --- --
11·360········------·-···· -- -------- ---­
I 1.375·· ·········----·-------- --·-SI;400::::::::::::: .. -....... -......... -- ......... ·--· · · 
11425 ------------- ---·-··· ,.·.40 ..... --- ..................... --- ... -------
11.475.-•••••••••• ··-· •• -•• ············-

:::~==::::::::::::::::::::::~::: _____ _ 
II 560 •••••• ••••••• • 
$1:675-- ......... ------------ ...... ....... --- .. 
11500··············-···-·······-· · 
:::::g::::::::::::::::::::::::::::: . ' ........................................... . 
.: ·~75 ..•...••..•...••..•...•...•...•. .. 
11 .7200.............. ·•••··•••·•• 

.1.760
5
••••·•••••••·••••••·•• ---- ---·----11 '776 ... .......................... ----·--- .. --- - --

11:800 •• •••••••••• ••••·••••••• •• 
----------------------·-----------

1760 
775 
800 
825 
860 
875 
liOO 
m 
~ 
075 

I, 000 
1, 024 
1, 050 
1,076 
1,100 
I , IU 
1, 1&0 
I, 175 
I, 200 
I , 226 
I, 260 
I, 276 
I, 800 
1,826 
I, 860 
I, 375 
1, •oo 
I , 425 
I, 460 
1, 475 
1, 600 
1,525 
I, 560 
I, 675 
I, 500 
I, e26 
I, 560 
I, 875 
1, 700 
1, 726 
I, 760 
I, 775 
1,800 
1,824 

,... ........ 
10 

I 
2 
8 
6 
7 
9 
ll 
14 
10 
18 
2G 
22 
24 
20 
29 
81 
33 
85 
87 
80 
42 
44 
40 
48 
60 
62 
33 
67 
69 
01 
03 
46 
88 
7G 
72 
74 
78 
78 
80 
88 
84 
87 
89 

10 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

• 0 
0 
0 
0 
0 
0 
0 
0 
0 
I 

' J 
5 

• 7 
9 

II 
II 
16 
17 
19 
27 

II 

··~---··················· ············ 
··~-- -·· ····························· 
$1~5 • •• ••••••••••••••••••••••••••••••• 
11,000. -•.. -•... - •••• ---....... -....... . 
$1,925 ... ................. ·-....... .... . 
$1,950 ................................. . 
$1,976 ••••••••••••••• -.--.-- •• --. --••••• 
$2,000--.. -- ..... - ...... --... - .... --.. --......... - .. ----­
$2,025 •••••••• --.- •••••• - ••••• - •• - •••• -. 
$2,050. -- - .. --- ....... - ....... -- .. - .. - -- -------- .... 
$2,076 ••••• - ••• -.- ---. ·-•••• - •••• - •••••• 
$2,100 .............. - .................. . 
$2,125 ......................... . ...... --
$2,160 •••••••••••••••• ••••• ••••••••••••• 
~175 ••• ••••••••••••••••••••••••••••••• 
$2)00 • •••• •••••••••••••••••••••••••• ••• 
$2;z2$ •••••••••••••••••••••••••••••••••• 

~---······························· 
~5 •........••.•••................... 
$2;aDO •••••• •••••••••••••••••••••••••••• 
!2~5 •••••..••••••••••.•••••.•. ........ 
$2~----····· ······················ ··· 
$2~75 •••••••••••••••••••••••••••••••••• 
$2,400 . . ......................... --- ... . 
$2,425 ................................. . 
$2,460 •• - ••• --••• - ...... - ••••••• - ••• • • • -
$2,476 ........................... -••• ••• 
$2,600 ................................ . . 
$2,625 •• -................. : ••••••••••••• 
$2,$.50 ..... ................. - ...... - .. - .... ----.... -- ....... - ... .. 
$2,5'1$ .. -------------- .......... - .......... - .............. - --
$2,600 •••••••••••••••••••••••• •••• •••••• 
$2,1$23 ...... . .................. - ...... --------- ....... . .. 
$2,&$0 ............... ~ ........................................ . .. .. 
$2,676 ..................................................... .. 
12,780 •••••••••••••••••••••••••••••••••• 
$2,72.5 .. .... ............... -- .......... - ..... --- -- ..... ---
~750 •....•••••••••••••••...••••••••... 
S2,776 ........................................................... . .. 
$2~--- ····························· ·· 
$2~ •••••••••••••••••••••••••••••••••• 
$2,850 . . ............................... . 
$2,875 ............................................... ..... .. 
$2,900 . ......................... . ...... . 
$2,925 .... - --..... ---.: ..... - .............. ----.... -- .... . ... 
S2,950 ......... ........................ . 
S2,1YT~ . . . .............................. . 

.... -
S1, 850 

1, 875 
I, 900 
1, V2$ 
1, 050 
1, 875 
2,000 
2, 025 
2,050 
2, 075 
2, 100 
2,125 
2, 150 
2, 175 
2,200 
2,225 
2.250 
2. 275 
2,300 
2.125 
2,$50 
2.875 
2,400 
2,.U 
2, 450 
2,475 
2, 600 
2,625 
2,550 
2, 615 
2,600 
2,825 
2,460 
2,875 
2,780 
2,725 
2, 750 
2, 775 
2,300 
2,825 
2,460 
2,875 
2,1100 
2,924 
2,950 
2, IYT5 
8, 000 

!.J ........ .,...., _ .... ., ....... ·- -
'" 98 
90 
M 

100 
102 
104 
lOG 
100 
Ill 
Ill 
II$ 
117 
lit 
122 
134 
120 
118 
110 
1$2 
IU 
1$7 
110 
141 
148 
•• 5 
147 
160 
152 
164 
166 
158 
160 
1M 
166 
167 
109 
172 
174 
177 
180 
JSJ 
188 
189 
101 
IH 
107 

.,. 
20 

• ao 
$2 
88 
87 

" 41 
48 
46 
48 
60 
$2 
64 
66 
511 
80 
OS 
6S 
67 

" 71 
7$ 
78 
7$ 
80 
82 
84 
88 
89 
91 
98 
96 
07 

" 102 
104 
JOG 
lot 
110 
lit 
114 
117 
119 
Jtl 
121 
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IP'n., L•• "-1 

Jn applying tlte abon• schedule to det~rmine the tax of a tazpeYt 
with one or more dependents there shall be wbtracted from b{ 
gi'OSI! ineom• $400 for each sucb dependent. " 

"SEC. 401. RUL£5 FOR APPLICATION OF SEcrtON 400. 

"For the purposes of this Supplement­
"(•) Dr.ri:<ITIOX-

"( t) 'Married person' means a mnrried peroon living witb 
htt•bnnd or wife. 

"(2) 'D~pendcnt' means a J?'li"SOII (other thnn husband or 
wif~) dop;mdent upon and rece,.·ing his chief support from the 
t••Jlnycr if such dependent person is under eighteen yen.-s of ngo 
or ' " incnpnblo of self-suppor t beeanoo mentally or physicully de. 
fN:tivc, excluding liS n dependent, in tho cnso or n heod of a 
fnmi ly. nne who would be excluded under section 25 (b) (2j (D) 

"(b) DRTCJt>fiXA11ox or ST.\TUS.-The dctermin11tion of w •erhU: 
n JWr~n is li\•ing with husband or wife, is o head of a fam ily, or is 

1 depcnd~nt, •hnll be mode as of the last day of tho toxpay~r·s taxable 
year. 

"(c) SErAIIATC RJ:roRx or H u.•""-'"1> Al<D Wrn.-If a husband and 
wife lh•ing together file separste returns, <'ftch shall be tmted as a 
•i':f.le peroon. 

(d) M.\RRIED Prasoxs ~or Ln-n<a W1T11 H u,BA:<D OR '>•n.-.\ 
married )ll'rson not n htod of a family nnd not living with bu.J>ond 
or -.ife shall be I rented ns a single )ll'rson. 

"SF.C. 402. liANNt;R OF ELECTION. 

'·Tho olt"etion referred to in section 400 shoJ I be con•idored to hn<o 
'""'" mnde if the ln•pnver fill'S the rctUI, prescribed for thi• SuppiP· 
mont nnd •uch olt"etion "sh11 1J be irrcmcnble. Tr the tn•pn)•er for nov 
tn:ublc \'f!llr hn.s fllt-<1 n l'('turn (.'()mputing his tnx wifhou't n'g11rd tO 
thi~ Sup'plt'll1(\nt, he nm~r not thereafter cle!'t for· such yenr to C'Ornpulr 
hi• tox undeo· this Supplement.. 

"SF.C. 40S. CREDITS ,\GAINST TAX NOT ALLOWED. 

"Sc..tion 31 (relntingtof01.,ign tnx credit) nnd "-"Ction 32 (relatinj! 
10 ~ ..... lit for tnx<'S withhtld nt souroe) shnll not apply \<ith rtSJlfct 
to the tax imJ)()>(>(I b.r this Supplement. 

"SEC. 401. CERT,\IN TAXPAYERS XOT ELIGTBL.E. 

"Thi• Suppl..monl $hall not apply to a nonrt'>ident nlien indi<iduol. 
or an t>-tnte or tna~ . ., 

{b) C..C..S·RCFJ"'C.'<CES.-

(1) 5«-tion It of the Internal Rt ,·enur Codr i• nmended b< inst'rt· 
ing nt •he Ntd tlw=f the followinJ!: "(For nhornnti~• Uxif gTO!!IS 
inrotll<' (rnrn ''('rtnin roun.~ i!l $:3.000 or J~. ~ l"f'el ion 400) .,. 

I~) S.'\•tion I~ of the I nttrnn l Re<enue Code is nm•ndcd b1· in,.rl-
ing nt tho •nd thorl'Of the followin": • . 

''h:l J:>or nhtrunth·e tn:t if gro8; income frCim ccrtoin BClurces L! 
$3,000 or l t~<t, St'e ~ction .too.~· 

(c) .hiP.So>n;sT TO Sr.c-nox 4.---&et ion 4 of tho Tntornnl n • .-enuc 
Codn is n u•orl\led ~-'· i n!l<'rt ing nr the tnd li•e•.,of the following: 

tpra. ~ .. tiiJ 7 

•(k) Sharthold~rs of P trsonol Senice Corporationa,~ uppl•· 

lllf"' s. . h . f n . - r ••.ooo - tl) Individuals wat "gross mcome rom et am ;ooun.w o ...., 
or l.-.-.-Suppl•m~L T. 

• O:J. CORPORATION DEFENSE TAX RATF.S I~CORPORATED IN 
Sf.C. 1 RATE SCHEDUL£8. 

(a) T" os CORI'ORATIOX8 1X Go::<ERAL.--Section 13 (b) ( I ) o111l (2) 
1 1 lUWnal Revenue Code are amended to rend ns ftlflvwto: 

of 
1 

te ,,
1
( l) Gr.Nt:IL\L ROL~-1:.\_ tnx of 24. per centunt ot tho. no••uml·ln:< 

net mcome; or 
'•(2) ~ .. JTJ'..RNA'fi\'E TAX !CORPORATIONS WITU NOit)-1,\I,.TAX Nr.T 

·c·o~u· ~~~OJI;'LY ) COil£ T H AN t2s,ooo).-A t~x o~ S4,2rJO, plus 37 
;;r ~~tum of tho amount of tl1e normo l·tB.x U(lt mcomc m e:c~,;s 
of $2~,000." Co ., __ , . 1' (b) of 

(b) T x o>< Srr.ctAL CLASS£8 or RPOunoxs.~ •on • 
he fnto;~1nJ Revenue Code is amended to ! ... d ns follows : , ~ 1 

·· (b) ConPORATIONS W1T11 Noo>LUrTu ~ F.T Txco"'"" or NOT_. f~r. 
. ;:9'i000-If the normaJ.tu net income of the rorl)()fl11~n }~ 

Ttu~ o,;•• ih · $25 000 and if the eorport'tion does not rornt• '-"llh1n 

;: ~;':he ~j._.• s~ified in subsection (c), (d), or (•) of thil 
,...ion the ta:uhall ~ ns follows: . • , 
· ~L'pon normal-tu net inromes not m excess of ~·,000. I• per 

~~~upon normnl-tu net ineomeso($5,~, and up01; ~;,nn~· 
1nx net incomes in exctSS of $5.000 and not m ..-:c~ o ..,. · · 
11 per centum in oddition of such_......,_ 
~~ 300 upon normal·tax net incom~ of $20.000, tuul upon no,r~ 

mn l~t~:c net incomes in excess of $...00.000, 19 r~r t"('nturn m 

addition ofC uch u cess." -Section H (c) of tho Tnternnl RPVN>nc 

c~IJ f~~::f~ ~~~~~=A~n°~id~n~, fortgn,. co. , i~~r~~~o~~r. i~~~:~~~~111:,~·"t1 
by ~;tri\cing out "22"&per C:~tus~ ;;;P~~~Y A~o~J UI..A11~0 Son· 
ri.W-~1:"':;~., :i,e<J ui~';;~ S:tion 102 of the I nternal Revenue Cocle 

is on1<ndcd to '""d as followsh: , of the undi•t ribntl'd lif<1 ion 
''27'f. per ocntum of I e amoun. 

102 net.""income not. in excess odf .Sl~b'~~:ion 10:' nf"1 ifK'Hmc in 
"38~ per renlum of the un rst rJ u '-' -

u oess or $100,000." ""-~· . 3G' (b) o r the 
(t) ~ICTUAL I N\' r:8T>f£!\'T ~0"""'"=~-=·•~nl in; t<tm•nt com· 

lnt~mai.Revenue Code (~l~hng to~~-on ~n:n:um., and insrr1ing 
pomes) rs amended by • tnlcing aut u PI' 
-:?4 per «ntum". 

. NO TERMIS;\TIOS OF SEC. tOt. SURTAX ON CORPOR;\TIOSS Ac • 
DEFENSE TAX. 

( ) G R -&ction 15 of the Intern• l R..-tnut Code 11 
1'!!'\"'a.AL OU:. d follo"·s · tn>loting to defense tox) is amended to reo as · 

"SEC. tS. SURTAX ON CORPORATIONS. f h" 
1 · For the purpotlell O 1 11 

''(ll) CoRPOIIATION SORTAJ Nt..'7 !~'COllE.- 'ncomc' wetms 11te tlC:L 
~ltopter the lt rm 'corp01'111ion. ~urtn.i'X netei!•ec_l proviried in section 
lllf'Ome minus 1he ered1t for dn•1cle.nns rec 
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26 (b), compu!M by limiting such credit to & per centum of t.b6 
income in lieu of & per centum of the adj~ net income. net 

"(b) lxro8rnoll' or T .u.-There shall be leYied, collected and · 
for eacl> taxable year upon the co'\)Oration surtax net fnco:.1 
tvery corporation (except a corporation subjeet to the tu: im!)Oiod 
by eection 231 (a) or Supplement Q) a surtax as followa: 

"Upon corporation surtax net incomes not in exceaa of su.ooo, 
61;'.'ir centum of the amount thereof; 

·'Upon corporation surtax net incomes in exoeee of SU 000 
'1,000, plus 7 per centum of the exeess over $2~,000." ' • 

(b) SORTAX ON !of1JTI1AL IN\'I!ST>aNT Co>rr.u~a.s.-8upplement Q 
of tho Internal Revenue Code (relating to mutual inveatmflllt com­
pnnica) is amended by inserting at tho end theN.-of n new section to 
reud as follows: 

"SEC. Sla. SURTAX ON MUTUAL INVESTMENT COMPANIES. 

"(al StJPPLJ;Mr.NT Q SOIIrAX NET INooXI!.-For the purposea of 
this chapter the term 'Supplement Q surtax net income' means the lll't 
income, compu~ without the net operating 1068 deduction pro<rided U. 
l!ection 23 (a), minus the dividends paid durin( the taxable year 
increased by the consent dividends credit pro•ided on eeetion 28. For 
the purpoees of this subeection the amount of dividends ~-d shall be 
computed in the11memanner as provided in su.,_t ions d), (e) (f), 
(g)1 (b), and (i) of eection 27 for the purpoee of the ic .Unu 
creait provided in section 27. 

"(b) h<POO!mON OP TAX.-Tbere shall be levied, collee!M
1 

and paid 
for eacb tuoble year upon the Supplement Q surtax net oncome of 
every mutual investment company a surtax as follows: 

"Upon Supplement Q surtax net incomes not in excees of 
$251<!00, 6 per oentum of the amount thereof i 

"upon S111fplement Q surtax net incomes m exceaa of $25,000, 
$1!!'00, plus per oentum of the excess over $25 000." 

(c) /:ji'JUTAx ON' D.o.I<'Kl!.-8ection 104 (b) of tho Internal Revenue 
Coae (relating to certain banks a11d trust companies) is nmended to 
read no follows: 

"(b) R..Tr. or T u.-Ban.ks shall be subject to tax under aeruon 18 
or &e<:tion 14 (b), and under section 15." 

(d) SoOTAX Ol< RF.8lDr.NT FOREIGN CoJU'OuTio><&-8eetion 231 (b) 
o.r lba .Intunal Revenue Code (relating to certain foreign corpora­
loons) 1ll amended to-.! as follows: 

"(b) RutoL'<T Coaro••=~-a-A foreign CO'\)Oration engaged in 
trade or buain .. within the United States or havong an offia6 orrl­
of busio~ therein shall be taxable as provided in eeetion a (c {I) 
and seetoon 15." 

(e) SorrAX ON CououTioN& ENTriL~D roTH~ BE>nrmt or S110nol< 
2M.-8eetion 251 (c) (I) of the Internal Revenue Code (relating to 
lho tax on oorporations entitled to tbe bene6ta of eeetion ~1) is 
amended to read u follows: 

.__"(1) CoRPORATION T.u.-A domestic oorporatJon entitled to tbe 
uone6'!1 of this section shall be subject to tr.x under eootion 13 
or sootaon 14 (b), and under section 15." 

tpn-LA••I 
9 

x 0 ,. Co n<t. 'I'lwlc Aar C...O..Tio:<s.-
(f}) ~m:"..x.-8ection 261 (a) of the~ ~enuo Code (rein­
{ I 1:? . ... 011 China- Trade Act corporations) IS amended to read 

inglO ·"".-

OS J0~10<J:,;.-..Ttolf T..x~A corporation organized u~dtr the China 
~) Act 1922 (42 Stat.. 849; U. S. C., 1934 &d., totle 15, ch. 4) , 

Tratebe subject to tax under section 13 or section a (b), and under 
shn~ " 
sectoon 

15
· IT or Cunu Tuo11 Aar 0ouoRATiolfs.-8eetion 262 (a) 

(2) r'f'ernal Revenue Code (relating to credit against net inoomo 011c1h'· n T rade Aet corporations) is amended by strikin_g out"*· 
o.f 

108 
4 and GOO'' and insertin/! in lieu thereof "sections 18, 14, 

uons ~3~.1 . and by atrild.ng !1"t 'section 13 <;>r 14" wherever .occur• 1~• 1\lltl •rein ~nd in110rting tn heu tbereef "section 13, 14, or 16 . rwg "" 
SEC. tO$. TAX ON NONRESIDENT ALIEN INDMDUALS. 

( ) Tu n< G.......w..-Section 211 (&). (1) (~) ~f ~h~ Internal 1 
Cod (relatinft to tu: on nonrestdent alien ondovoduall not 

Rt<en:; · tr!de or busm- within the Uni!M States •'\d .not hav~n~t 
eiill"g'ce 0

1
.nr oloce of busin- theNin) is amended by str1kmg out 15 

an olli ~ . . r thereof "27Y.a per mtlum" 
~'<(bini:..!"~ ;t:::!':f)J':..:T.u.l< $23,000.~ion gu (~) (2) 
of the Internal Revenue Code is amended to read as foil!'"" 

"(2) AoalllOATII x on THAll' us,ooo.-The tax unpoaed by 
paragraph ( 1) aha II not apply to any individual if the •~!• 
amount .-,vee! during the taxable year from the sou.- I ereon 
..,..,ified is more than 523,000." 

000 
o .• 

1
· .rTll. WUJUliJ 0110018 I Noo.., OJ' Moe Tu.u< m, ---""" ·~n 21 ~ (c) of tbe Int.arnal Revenue Code (relating t;o tax on oel1oo~ 

nonresident alien individuals) is amen_ded _by1~oktbong ouft~~000·00?,. 
· th · nd i·-·""" on 1eu eroo ...,, , wherever oceurrmg erom a ·-.,-....d · ~=- 'n lieu theroof nod by striking out "l~ per centum an mse ..... g I 

"27~ per centum". 

SEC. 106. TAX ON FOREIGN CORPORATIONS. 

Section 231. (a) of the l nte":"al ~venue d?fb ~~~~ .!:'t 1.~~ 
on nonresident foreign corporatoons) IS amen Y t " 
per centum" and inoerting in lieu thereef "27lh per cen um · 

SEC. 107. WlTBBOLDINC OF TAX AT SOURCE. 

(a) Seetions 1•8 (~l.and (b) :nd 144 of~:.:.~~~~~~.:~~: 
are amended by atnfrin_g out 16 per - " 
therein and in..nin~ in heu thereof "27'n per centum · . led 

b Section 148 b) of the Intern~) Re<enue ~~"' 1re':j ,;.ith ~.~ Subseet. iona. a~.d (b) of_ththisth"":~i. ~ay .tf.P,.{h Jale of respect to tho perood nnmg wo e 
the enactment of this A 

SEC. 108. TREATY OBL1GA110NS. h •t 
. . 1 h lJ pply in any cMO w ere • a No amendment modo by thiS tot 6 s 8 "t obUgation of the United 

npplication would be contrary to any trea Y 
Stat~s. 

Pub. lAw tfJ>-....4, 
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SEC. 1". REDUcnON IN PURSUANCE OP TREA11ES OP RA-. 

TAX AND WITHHOLDING ON NONRESrDENT • ..., OP INOIVIDIJAL8 RESIDENT IN AND C AUI!f 
ORGANIZED UNDER LAWS Oli',' WESTERN °:X,R18APT

8IONS COUNTRlES. all! 

(a) Section 148 (a). (1) (relating 14 withholding of tu on tu f 
covenant bonds); eect1on 143 (b) (relating 14 withho"''ft- of ~ l'Oo 
d.i .. id~ds, rente, etc.); eoction 1~ (~lating 14 pa~~f .., 
tion mcome tu at source)· aectton 211 (a) (1) (relating 14corpo.y.. 
nonresident alien indi•i~u~); and ~tion 231 (a) (1) (rol.J:.., 
lu on nonre&~dent foro!~ corporatlona) of the Internal ne,. g lo 
Code a no t!ll(!ndcd by str11ring out "a. contiguous count:ry• and • 60110 
in~ in lieu thereof "any country in North, Central or South A ·~· 
or m the West Indi~ or of Newfoundland" ' mu~e~, 

(b) Section 211 (a) (S) of the Internal Revenue Code is am ded to road as follom: en 
"(3) R...omne or CERTAIN ootnrt'llU8.-The provisions of 

gnph (2) shall not applyl4 a '!"'ident of any country in ifor!h; 
Central, or South Amen"'! or m the West Indies, or of New 
follfldland, !"' long as t!>ere 18 in effect with such coun•- a treat · wh1ch proVlde.& otherw~se.'' -, 1 

(c) Section 211 (c) (4) of the Internal n evenue Code is am•nd-1 to read as follows: " 
"(4) ~~ subeoction shall not apply oo a resident of an 

cou~try m North, Central, or South America, or in the wJ. 
Ind1es, or of Newfoundland, so long u there is in effect wit.h 
•uch country a treaty which providea otherwise.» 

SEC. llt. DEFENSE TAX RATES ON P ERSONAL BOLDING COX 
PANIES AND TRANSFERS TO AVOrD INCOME TAX INCOI. fORA TED IN RA TB SCHEDULES. • 

(a) PE1!80NAL Ho~n<o CoxrANIES.-Section 1100 of the Internal 
Rcvonducde Code (relntmg to I.Rx on porsonal holding companiea) li amen as follows: (ll By striking out the heading "(a) OENaAt. RUt.£.-". 

(2 ~.f amending the rate schedule to read as follows: ' 
~ 71'h per centum of the amount thereof not in nCMS of 
, -!i;,;) plus 
..,. ~" .82J,I. per centum of the amount thereof in exCMS of OOI~l'o"'V• ; aJi(l 

(3)) By repealing eubeection (b) (relating to defense tu for 6ve years. 
n (b) TRANI!IUS To ~vom INooXE TAx.-Section t2Woftbo Jntemal 

ovonue Codo (relating to tax on transfers to avoid income tax) it amended as follows: 
(~l B.Yotrlk!ngouttheheading"(a) 0&~<11tALR111L-"; 
( rfY strikiDa out "25 por centum" and inserting "27'h per centum ; and 
(3)) By repealing subeection (b) (relat;M to defense tu for 6n yeara. _,. 

t~Lot.·-.J 
11 

Stc. JIL P11:1180NAL EO:III'110N. 

(n) Section 26 (b) (1) of the I nternal Revenue Code is amended 
t read as follows: 0 "(1) P&II80NAL lDllltPTlON.-ln the cas& of a aingle person or a 

married pereon not li•ing with husband or wife, a ~rsonal 
estlllpt!on of $7110; or in the case of the h.ad of a faniily or a 
married por&Oil li•mg with husband or wife, a personal enmp­
tion of $1,1500. A huiband. and wife living together &hall re<ei<e 
but one personal uempboo. The amount of aueh personal 
exemption shall he $1,600. If such husband and wife make 
seporate returns, the pereonal exemption may be taken by either 
or divided between them, except that if one spouse makes a retum 
under Supplement T, tho personal exemption of the other spouse 
oholl be $7110." 

(b) Section 214 of tho Internal R8venue Code (relating to personal 
exomption of nonresident alien indi•iduals) is unended by striking 
out "$800" and inserting in lieu thereof "$750". 

(e) Section 251 (f) of the Internal Revenue Code (relating to 
pu10nal esemption of citiune entitled to benefits of .Won 251) is 
an\ended by stnlcing out "$800" and inserting in lieu thereof "$750". 

SEC. 112. R:&'l'URNB OF INCOME TAX. 

(a) JNo!VIDtrAL lbm:ntNs.-8ection 51 (a) of the Inlerntll Revenue 
Code it amended w read as follows: 

"(a) ReQ(IDI!:JBNT.-Tbe following individuals a~all ·~ make 
under oath a return stating ~ilically the it.emo of hll grooe meome 
and the deductions and c~htt allowed un~er thia chapur ~,<1 such 
other information for the purpose of carrymg out the prov1s1ona of 
this chapter aa the Commiasioner with the approval of the Secretary 
may bv I'IIB'!Iationa preecrib&- . . 

''(1) Every individual "':hoi~ singie or who 18 '!lamed but not 
Jiving with husband or w1fc, 1f havmg a groae mcome for tho 
taxable year of $750 or over. . . . 

• (2) E•ery individual who is married and hvo~g w1th h~d 
or wile. if no joint mum ia made under aubeect1on (b) and il­

ll(A) Soeh indiYidual bas for the tuable year a gross 
income of $1,500 or o•er, and the other epou88 bas no grooe 
income; or . f th "(B) Such individual and his opouiiG each has _or • 
taxable year a ~ income and the aggregate gross mcome 
ia $1 !100 or over." 

(b) FIDU~T RJ:nntNo.-Scction 142 (n) of the Intcn~&l Revenue coa. is amended ro read l8 follows: . "(a) RllQ(7DIE1BNTor RJmroN.-Evefl'6duciary (ncept a receiVer 
appointed by authority of Jaw in poeaesslOII of part onlt of the ~roth; 
ert.y of an individual) shall malca under oath a ~tum or any o . 
following individuals, eatatet, or trusts for which he ,:U.· ~. 
spocilloally the items of JfO!" inoome thereof and .the d u.roons "3, 
eredita allowed under th,. chapur ."!'d such ot~er 1nformati~ foCom~ 
purpoee of carrying out the pronmons of th•• chapur u e 
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mmio~.r with lhe approval of the Secretory may by rtguloticq 

Pn!f!Cl'lb&-) E . d" "d a! b • • 
"(I very m ••• .u . avmg ~ g1'08S _moome for the ta~able 

year of $700 ~r over, •f smgle, or 1f marr•ed and not liYing with 
husband or wile; 

"(2) Every_ individual haviol{ a gt"O!I8 income for the ruable 
year o f $1,000 or over, if marr~ed and living with husband or 
wife· 

"(a) Every estate the gross income of which for the taxable 
year ia $760 or over; 

"(4) Every trust the net income of which for the taxable year 
is $100 or over, or the gross incomo of which for the taxable year 
is $7ISO or over, regardfellS of the amount of tho not income; and 

"(~) Every estate or trust of which any bcne6ciary is a non-
resident alien." . 

(c) lNP'OitliATlON RI;TOJtNS.-8ection 147 (a) of the ln~rnal n.,,. 
enuo Code (relating to information at the soureo) is nmendod by 
striking out "$800" wherever occurring thel'l'in and infterting in lieu 
thereof-"$760". 

SEC. ua. CREDIT FOR DE'PDI"l>E!>"TS. 

Section 25 (b) (2) of the Internal Revenue Code (relating tocndit 
for deJlelldenta) is amended to read as f ollows: 

u (2) C.llZ)rr POR DEP£NDE.'\'ni.-

"(A) Allowan~ in ~neral.--$400 t or each penon (otber 
than husband or wife) dependent upon and receiving his 
chief support from the tupayer if such dependent person is 
under e•gbteen years of age or is incapable of !Mill-support 
beCIIUI!e mentally or physicaU_r defective. 

"(B) Exception for Certam Heads o£ FanJilics.-Jf the 
tnxpnyer would not occupy the status of head of a family 
oxoo1>l by •~son of there being one or moro dependent. for 
whom ho would be entitled to credit under subparagraph 
(A) , the credit under such subparagraph shall be disaUowod 
with l"el!poct to one of such dependent..' 

SEC. 114. NONINTEREST-BEARING OBLIGATIONS ISSUED AT DIS. 
COUNT. 

Section 42 of the Internal Revenue Code (relating to period in 
which items of g.-- income are included) ~ amended by in&ening 
before the fi_n;t ltntenoe thereof "(a) 0£,.-..,..L ROLli.-", and by 
in..-rting ot the end of such section a new subeeetion to read u 
folloWll: 

"Cb) No><ll<TUI'm'-nL\IIINa OBUOATtG><s Iaam AT DIA()()ID.-r.- U, 
in tho rase of o taxpayer owning any noninterest-beoring obligation 
issued at a diiOOUnt and redeemtible f or fi.xed nmount8 increosmg at 
stated intorvols, the increase in the redemption price of such obhga· 
lion occurring in the taxable yen does not (under 'he met hod of 
a~ot\nting 11800 in computing his net income) constitute inco.me t.o 
hun 1n such yeur, such taxpayer may, at his election made 111 Ius 
rotur~ for any t.11xnble year beginning after Dooember 8li 1940, treat 
such lllCI-casc as income received in such t•xable year. f any such 

'""" u w.-J 
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. · made with ~ to any such obligation, it iihall. apply 
tltd•or> 

15 
such obligations owned by tho taxpayer at the !>!ginmng 

also to 6all tuable ;year to which it applies and to all •ucb obhgotions 
of the rst ired by him and sholl be binding for all su~utnl 
theredter ocq~nl- upon application by the tupoyer the Commi .. 
tuoble Y••1_. him subjec~ to such cooilitions as the Commiaioner 
tiontr penn• to'cbanjte to I different method. In tho e ... of anx 
deen~~;;· owned liy the tupay~r at tb~ beginning of tho finrt 
•
0<\1 '~r to which biB election applies1 the mere ... m tho re<lenm­
t~.a •.Y• of such obligations occurring between the date of ocquiBI· 
hon P"dcetl llrst da~ of 8uch tanble year sha_ll aha be treated •• 
(lon an 10 bl " 
. me received in suet taxa o year. lOCO 

SHORT-TERM OBLIGATIONS ISSUED ON A DISCOUNT 
SF.C. tiS. BASIS. 

A 110 _.T M.o-ronrr -Section 4Z of tho Intllrnal 
(a) DuoooHT ~0 

to iod in which items of groos income artl 
Re<enue ~e (reldotedmg J:.-..;na at the end thereof the following included) 11 ami'Jl by ·--.. 

··:subsection: o .... a .. n OHI Iasom ON DdOOOXT ;BAOt&-l~ the 
(c)f Suo~~gatioo of the United States or any_ o_f .•ts ~ons, 

ca.."' o any . Jitical subdiVISIOn thtroof, or 
or of a ~tot_& or T emlo!"f, 0~J "!:or after Moreh 1, 1941, on a 
of tha Distf!et ofd Colu'b~'~t.bout intez.st at 1 6~ maturity date 
discount ~18 on poyo 

0 
th dote of issu the amount of discount 

notuceedmg one n:•ar. froJ!1 '! . ld.,sball not. be consideml 
nt which suc?>1 thob •ga_ton ur hio. -~ obli~•;00 is paid at maturity, to accru& unt• e daw on w &"'""'" 

sold, or otberwise0 di~ ~f Al'PLJOABL£.-'-Seetion 117 (a) (I) of 
(b) CAPrtAL AIN 01Lil (OTI • t definition of capital a.!Mels) 

tho internal Reven.u~ Codo 'J. atmg i o I on at tho end the roof All~ 
is amended by str~kmg out 0 selnco· " or an obligation of the 
inse•·ting in hcu thereof tho folio": g · ' of "" Stato or Territory, 
United Stn.tes or nny ~~-its ~ssess·o~'\f'tho District of Columbin, 
~r nny political BUbdiv•&h~ 1 1~~f::: 0 discount basis ond pnynble 
·~od o!' or &fter Mllarced 't "ty' date not exceeding ono year from 
w•tl•out mt~reat at a x mn. un 

tho date of i88Ue;". , ___ m.- The amendmenta made. by 
(c) EJ1"Z()"nV)) D•ft or .......,.u~ ta abl years I'Jldmg 

this section eho.IJ be opplicoblo WJtb respect to x e 
after February 28, 19H. 

RESPECT TO FEDERAL SEC. Ill. INFORHATION RBI'URNS WlTB 
OBLIGATIONS. . 

I 1 Revenue Code (oxemptmg 
. (o) Section. 14~ (d) 1oth tbeU -~~~S::tes from inJormotion RQUi"'­
m!Mest on obhaauona o t e ru "" 
ment) is repufed. al Revenue Code is amended by 

(b) Seet.•on 147 lb~ ofdth.e ln~m in l ieu thereof " (2) in tl•o cose 
stnking out "an~ (2) an msebr n~ons of tho United States or any 
of payment8 of mterest upon o •ga S),. 
ngency or instru.m ent.nlity thereob) ff, ':.J:~s ktion ehrul take otTect upon 

(c) Subeections (a) and ( o 1 b" Act. 
tho day after the date of tbe enactment oft 19 

Regraded Unclassified



14 

SEC. 117. EXTENSION OP TIII:E OP ORDERS OP 
EXCHANGE OOMHJSSION. 

(a) Ern.l<lllo><.-Section 873 (a) of the In~mal &vmoe Codo 
(relating to the definition of ~rders of the &cwitiee and E.~ 
CommiMion with 11'Spect to whteh Supplemen~ R applieo) ;. amenc!Od 
to read aa follom: 

"(a) Tbe ~nn 'order of the Securities and Exchanfl$ Commisioo• 
me.ana an order (I) i~.ed after J.fny 28, 1938, an~ pr~or to January 
1 19-18, by the SOOurtLles and Exchan!:e CommtM•on to d'ectu~ ~~~ proviatons of section 11 (b) of tho Public Utility .H olding Coot­
pony Act of !OM (40 Stnt. 820; U. S. C., Supp. V, t•tle 16, section 
70k (b)) 1 or (2) issued by the Commission sutisequcnt to December 
31, 1~ m wliieh i~ is expressly stated that an order of t11e chora~r 
spooifi;;J in clause (1) is amended or supplementoo. and (8) whidt 
hiiJI booomollnal in accordance with Jaw." 

(b) ErnoriVI! DATE or AmNo>rm<T.-Tbe amendment made by 
this section shall be applicable only with reepoot to taxable yeus 
beginning after December 31, 1939. 

SEC. 118. TAXABLE YEARS TO WBJCH AMENDMENTS APPLICABLE. 

Tbe a-ndments made by this title ( exoopt eoctions 107, Ill!, U&, 
and 117) shall be applicable only with 11'Spect to ~able y...., begin. 
ning after Deoombe:r 31, 19W. 

TITLE li-EXCESS PROFITS TAX 
SEC. 201, EXCI!SS PROFITS TAX RA.TRS AND CREDIT& 

(a) RATI!S.--Section 710 (a) of the Internal Revenue Code is 
nmended to read aa follows : 

"(a) I><roetTION.-
"(1) 0ENORALRULE.-Ther&shaU be levicd,collooted, and paid, 

for each taxable yonr, on the adjusted e.rceos J?rofita net income, 
as de6ned in aubSection (b), of every corporation (e.roept a oor· 
poration exempt under section 727) tlie tax shown in th& following table: 

"'l U.. a4Juted .,.._ prolbl•ot 
lnco•elt' Not ... r $:10,000 ________ _ 

Orer $20.000, bot aot OYer $-...-.0 000 
O.er ~.000. but not .... Jtoo.ooo_ 

O.rr tJOO.OOO. but ""' OTer ~­
OTer $2:i0.()()0. bt:Jt Dot OTet $U00,000_ 
Ortr "*.000 _____ _ 

n. tax wu bo• 

3:>" of U.. acllaotl'd ••ce. proj!to"" --$7.000.pllao ~of .,. ... .,.erPl,liOO. 
$19.000. ..... ~ o( .. _ .... 

fSO.OOO. 
$4J.Ii(IO ...... ~ o( .. _ -

$100.000. 
nto,l!OO. plua ro11~ til - ..,... 

$200,000, 
$2:;4.000. plua ~ of .. _. .,.,. 

froO.OOO. 
"(2) APPLtOATION or llA'I'!:S IN OAss or OF.R"''MN r.xomNot:I!.­

If tho Ulxpayor'a highest bracket nmount for the taxable. year 
computed under acction 752 (relating to certni.n e•changes) ts lesa 
thnn $5001000, then in the application of tho t.nblo in paragnph 
(I) of 1h1s 811-tion to such taxpayer, in lieu of ench amount, 

I"C .. '--...... 
15 

an the peromtap, tpooifitd in such tab It, !hera aha II be 
ot\:tif'ted an 11110<1nt whieh beara the same rali'l to tho amount 
su -~Aed as the highest bracket amount 10 computed bean 10 SO•!~" 

$500,000. l'lto,...... ()uoJT-BAUD o" b~ OArrr.u.-Soetion 
(b) Eth.r~rn•·mal &venue Code, as amended, ia amended to rtad as il~ of • "" 

(ollo,-s: 

-~~• PROFITS CREDIT-BASED ON INVE9TKD CAPITAL •sEC. nc .......... ~ 
cess pro6te cr&dit, for any taxable year, computed under :·Tbot~· ball be tho amount shown in the following tnblo: tbur sec 1011, B. 

•lllhe ta ....... capllal for tltetlbl~~5· no credit ohall bel 
~~ar, detuaiaed Wldtr NC Oil ' 

Not oTtr SG.000.000 .......... - .............. -----
0.... 15.000.000----···------

8~ of the lnTetted ftplt•l. 
$400,000, plus T1'o ot lhe tS(flll(l ov••r 

$!5.000,000." 

S£C. !OZ. DEDUcnON OP EXCESS-PROFITS TAX. 

" ><&NT or SIICTioJ< 23 (e).-Section 23 (~) of tho T~tomal Re~u!"~~ (relating to tb& c*J~ion of taX<s m computing na 
;,_...,) iaamonded to read u follows. 

"(c) Tuze 0El<I'JW.l.T.- 0., .. -.. Taxes -id or oceruod wilhin "( I} Au.oWANC& IN ~-- r-
tho ta.rabl& year1 exoe_p~ 

"(A) Fooeral mcomo ~es; · ,posed b Title 
"(B) war-pro6ta and excess-profi~ taxes '"{ the ~venuo 

II of tho Ro~enuo Act thof ~T, Tlt~cP,l; ~021 !lOOt ion 21 G 
Act of 1918, T1tJe m of. • venue · , 'tion 702 of 
of tho Nationn~ I ndufst

1
r
0
•
84
•1 ~by"';nAyc~uclt ~rovision• ns 

tho Rovonuo "ct o , 
nmended, or aupplemen~e;/1; d excess-profits t.11x"" iniJ"""'~I 

u(O) mcorne, war.pro S, !ill r !88ion or tho 
J>y tho authority of '"j;>:fd':Jgnticou~!J1° ~wed in tho 
United States; but t h" d ucno~n siunilY in his return hi• 
~ of a taxpayer w o .,.:,t the lienelits of section 131 

~:i~; ~·:!J~~ fo~~ues of foreign countri .. an•l fl<l"'!eS' 
••ona of the United ~ates) ;1 .-ion and giiUaxos; "(D) eotatc, inhentance, ogacy, s ' 

and d _;ft .. local benefits of a kind tonding 
"(E) ~ea •-- a,.,...- rt a.-'· bu~ thia para· 

to incret86 the valu& of the P~ :Y as a ~eductinn of 80 
gral1h shaU n~ e.rclud~ tho oj"!fiocablo to nllint~nanoo much of r;uch taxes as ts proper Y 
or interest ebargea. . :!t>--6l'tX'IAL auu;~~..-

" (2) EzOJ:Il8-rnorrrs ":"" u~f CUA:'tl.e Cll!O of the ex.,...· 
For tho purpollCI of tlus su 10~ of Cllapler 2-
pro6ta t.ax impOSed by E?ubcl~,1llerbe limited to tho tu imrc-J 

"(A) 1'110 deductiOn s · rtion of such tux pt~id aft~r 
for tho taxable your, b\ttbenny ~durcd as hnving boon patd tho ~ablo ycnr shall consJ 
within tho taxnble year; 
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"(B) No. redu~ion in such tax shnll be made b 
of. !be cred•t for !ncome, war-prollts, or excess- ~ l"tlliQ 
pwd to nny fore•gn country or poesession olthro tsU~l!t States· · e n.t..r 
~(C~ Such tax shall be computed without re rd 

ad!ustme.nts providecj in aectioo 734. and ga to the 
(D) Such tax1 in the case of a Coll80lidated ret 

section '180J shall be "!!ocated to the membera of th unmr=-group uncer regulations prescribed by the Come ~ _ .. .... 
with the approval of tho secretory." m ......... . 

(b) A.xzNoaaNT or S•onoN 102 {d),..;_gection 102 (d) ( 
of the ~nternn~ Revenue <;ode ( relntmg to the deduction of i) (~) 
computmg section 102 net mcomel is amended to read 88 foll 8Xt'8 10 

"'') T Fed . owe: ~..,. nx~s.- ern mcomo war-profits and 
profits tues (other than the tax 'imposed by Subcha u~*E 
of Chapter 2 for a tuable year beginning after J:>e!.,'i,., 
31, 1940) paid or accrued durin.g tbe tuable year to tho 
?'lent. not. allow~ as a deduction b)' section 23 but net 
mcl~dinp: the t~:r !mrc-1 by this aect1on or a co~ndi 
section of a priOr JnCOm&-t.u Jaw." "C 

(c) ColU'OTATION or ExCESS-PooPrra N,.!J<oo~m-
(1) TAXAULr. ~'"'"s noomNINo MTl<ll DECP.MeER 3,, •••o.-

. (A) Sect•o~ 711 (n) (1) (A) (relnting to adjUJJtment for 
!"como taxes ·~ computmg cxce..<s-profits net income under 
m'i."me cred1t) 18 amended to reAd as follows: 
. (A) Income ~axes.-In computing such normal-tu na 
mcome the deduetton for the ta.x imposed by this subcbapl<r 
shall not be allowed·". 
. (B) Seetion. 711 (a) (2) (C) (relating to adjustmont lor 
!"con•e tax"'! .n computmg exoeM-rrofita net income under 
tn~csted cnp•tal cred1t) is amende< to road as follows: 
. {C) Income ~xes.-In computing such nomal-tnx net 
mcome tho deduct•on for the tux imposed by this subchapter 
shall not be allowed;". 

(2) T~I!Lil l'IIA~ 11< TRP. BASE l'P;RIOO.-Section 711 (b) (1) 
~Ath) (relating ~ adJUstment for income taxes for taxable years 
m e base per~ocl) 18 repealed. 

(d) Co>IPUTA~ON or CnAUruu, &-o., DD>oonoNs.-
(1) Section. 711 . (a) {1) of the Internal R<l>enue Code is 

amended by mserhng at the end thereof the following new 
sub para~ ph: 

"(0). ~mputation of Charitable Etc. Deductions.-In 
deternumng any deduction the nmotint of which is limited 
t;;,a 'i.rcentage of the taxpayer's net income (or net income 

m t o property), such net income (or net income from the 
property) 8hall be computed without regard to tbe dedueti.., 
00 ~unt or the tax imposed by thi4 au &chapter ... 

(2) Section 711 {a) (2) of the Intemal &,-enue Code it 
amended by adding at the end Ute~f the follo-..in~ new IUb-paragro.eh: ··....., 

d "(I) . qomputation of Charitable, Etc. Deductionl!.-ln 
toel<lrmmmg any deduction the amount of which is limited 

n. percentage of the taxpayer's not income (or net incomt 

(?"'CCo'-' .... 
17 

{rom the property), such net illCOille (or net income from 
the prope~V) shall be compu_ted without~ to the deduc­
tion on account of the tax •m!l<lSed by Una subch]ter.'' 

(e) ExCE88-hortTS CuotT CADT-Ovmt.-Section 710 c) (1) 
(defining the unused exceo!ll·profil8 credit) is o.monded by a ding at the end (Mreof a new aentence to read &8 follow•: "For such purpooe 
the u.-profil8 credi~ and the .,..,__pro6ts net ineome lor any 
tuable ~o.r begjnning in I~.~ be computed under the Jaw 
1 •lieable to taxable yeara begtnn•ng m 1941. "· 
Pjf) EQorrr JNVE8'r:rl> Cumt.-Section 718 (c) (8) (relating to 

tho computntion of earnings and pro618 for inveatCd eapita1 purJ>OSil") 
is nmcnded by adding af~r the word "subchapter" the words "or 
chapter 1". 
(g~Ao.ro&naNT or ABNOR.MAL BABm Pm•oo N.,..INco .. r.-Section m c) (plncing a limit on tb• amount of relief atl'orded under sec­

tion 22) is amended by adding at the end thoreof a new oenrence 
to road aa follows: "For the purposes of thia aubeection and suboec:­
tion (d) the ta:rp6yer's nonilal·ta:r net income aball be romputed 
withou~ deduetion of the tax imrc-f by this subchapt•r.•. 

(h) NoNDmoom~n.n-r or Excxaa PROPm! Tu 11< Co><POTATION or 
DJLURD> VALUJJ ExCE88 PROPm! T•x.-Section 002 ol tho Internal 
Re,·cnuo Code is amended by strikin~t out "computed withou~ the 
deduction of the tax imposod by eeet10D 600" an(l in1101rting in lieu 
thereof "computed without the deduetion of the tax im~ by...,. 
lion 600 or the tnx impoae<! by Subchapter E of Chapter 2". 

(i) Ao.rtiSTED DECL&llm V ALIT&-
( I) Seetion 1202 (b) (I) (C) of tho Tntornal Revon"" Code 

is amended to read u follows: 
"(C) its net inoom&, computed without the deduction of 

the tax imposed by Subchapter E of Chapter 2,". 
(2) Seetion 1202 (b) (1) (iii) is amended to read as follows: 

"(iii) tho excess of the deduction• allowable for 
income tax purpoeee (not including tho deduction lor 
the tax im~ by Subchapter E of Chapter 2) ov•r its 
gross income.'' 

SEC. 20S. NEW CAPITAL. 

Section 718 (a) of the Internal &venue Code is arne~~ by strik· 
ing out "and" at the end of paragraph (4); by 11-rJking ou~ the 
pericd at the end of paragraf,li (5J and inseri.ing in liou th•reof a 
:r,~}~/~!i~~ the word •and ', an by insorting at the end thereof 

"(O) ~- OAPlTAt.-An amount equal to 26 per c.,ttum of the 
new capital for such day. The term 'new capital' fo~ any day 
mea111 ao muc.b of lbe amounts of money or property mcl~d•ble 
for •uch day under panogro.pha (1) and (2) u wu prenously 
paid in during a taxable year beginning after Dtctmber 31~ 1940, 
and ao much of the diatnoutiona in stoCk includible for SUCh day 
undor p~ph (8) u wu previOUllly ma~e during a tax~le year ~nnmg after u-mber 81, 1940, sub)eet to the followmg 
limitations: 'd 

"(A) There shall not be inoludcd mone1 or Pr<?J>erlY pa• 
i.n by a corporation In an exchange to wh1ch 80Ctl0n 112 (b) 

Pub. La• t.tO--t 
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(8), (4), or (5), or so mueh of -tion 112 (e) (d) 
as reiol'8 to MJCtion 112 (b) (8), (4) or (G) Is 0 '~r le) 
(or would be npplicnble except for HOCtlon 37t (It')). ppheab

1
1e 

!ave ~n applicable if the term 'control' bad~~rd "3" d 
m ...,Icon 112 (b) to mean the ownenhip of stoclc ~ed 
more than 50 per centum of Uce toul combined votmg "& 
of all cl..-. of 8lock entitled to vote or more than :­
centum of the toul value of shai"M of all classes of~ 
. "(B) There shall not be included money or propert · 
m to the tax1>ayer by a lran$fcror corporation if imm~i!::Jd 
after such tranAAclcon the transferor and the taxpayer 1 
members of the AAme controlled _group. As used in thi are 
paragraph and s.ubpnragraph (!J), a controlled ro11 ,:,:~~>­
one or li)Ore ~hacn• of . corporations connected t~rou$h atoe~ 
ownerslup wcth a common panni corporation if (i) m 
than 50 per centum. of the total combined ~ng power of ':(j 
classos of &toek entcUed to vote, or more than 50 per ~DIWD 
of the total r•lne of shans of all classes of stock, or eaeb or 
the COrJl!>ralcons (except the common parent corporation) is 
o:'Y"ed dcroctly by one or more of the other oorporntions, and 
(u) the common parent corporation owns directly moro thnn 
50 per centum of .tho total combinod voting power of all 
clAsSes of stock entctled to vot•, o r moi'CI than 50 per centum 
of tho total vnlue of shares of all classes of stock, of at leaSI 
one of the other corporations. 

"(9) T~ere shall not be included a distribution in atock 
~eo!UI~ 111 paragraph (3) made to another corporation if 
lf!IID~Iately after tb& iiL<tribution the taxpayer and ihe 
distrcbutee are members of the same controlled group. 

"(D) I ncrease in Inadmissiblo Aasets.-The new capital 
for. any d11y of tho taxable_yoar, computed without the appli· 
!"lion of subparagraph (E), shnll be reduced by the oxe«<8, 
1f nny, of the amount computed under section 720 (b) with 
respect to inadmissiblo ru;seta held on such day o,·tr the 
!'moun.t ~mputed under section 720 (b) with ~ to 
tnadmJMcble assets held on the first day of the taxpayer's fint 
loxoblc year be~;inning after o-mber Sl 1&W. For the 
pu~~ of ~h"' subparngraph, in deter:,~ whether 
obhgat!ons wh•eh are described in section 22 (b) (4) any port 
of the mtcrest from which is excludible from gross ineo~~M 
or ollo~a~l& a.s a ored.it against net income are to be treated 
ns adcncsscble or inadmissiblo IU!SCI.8, such obligations ahall 
be trentod in the same manner ns they are treatod for I he 
taxable year for whlcb tax under this subchapter is being eomputod. 

"(E) Maximum New Capital Allowable.- The new capital 
for. any day of the taxable year shall not be more than the 
amoun~ \I any, by whlch-

. (c) the sum of the equity inveoted capital (computed 
mt~out regard to this l>aragrapb) and the borrowed 
Cli>IIal (118 definod in l!<l<:fion 719 (a)) of the taxpayer 
as of suclt dny, red need by tho amo11nt of money or prop· 

19 

erty paid In which Is excluded by I'W!On of the limita­
tion of subparagraph (A) or (B) of this l>•ngraph, 
exceeds 

"(ii) the sum of such equio/ invested capital and bor­
rowed capital u of the bogmning or tho fil'$1. day of 
sueh ta:tpayer'e 6rat taxable year beginning alter O.C.m· 
bor 31, 1940, redU«d by the amount, if any, by which 
the aeeumulated earnings and pro6ts aa of au<h 6~ day 
of such first taxable year exceed the aeeucnulated earn­
ings and/.rofita (computod witbout ~gnrd to distribu­
tions ma e in tllxoble years beginning after Decembo.r 
81, 1940) as ot tho beginning of tho first day of tho 
taxable year for which the tax und• r this subchapter is 
being computed. 

"(F) Reduction on Account of Distribution• Out of P re-
194t Accumulated Eaminga and Profit&-The new capital 
for any day of the tuabl~ear, computed wit hoot the appli­
cation of subpara!i{>h !.t:), shall be redu<ed by the amount 
wbieh, after the nncng of the first taxable year which 
begins alter Deoem r 81, 1940, bas boeR di•tribilted oot of 
earnings and profits accumulated prior to t.he beginning of 
such first t.uable ytar." 

SEC. 20J . OORPORATIONS ENGAGED IN MINING STR.I.Tf.OIC )fE'J'ALS. 

Section 731 of the Internal Revenue Code (exempting from exceos­
profiiAo t.ax income derived from mining certain metala) shall not apply 
with m~ to any tuable year beginning after t::ll!«mber 31, 1&10. 

SEC ZO$. TAXABLE YEARS TO WBJCH AMENDMENTS APPUCABLE. 

Tho amendments made by this tiUe shall be applieablo only with 
respect. to taxable years beginning after Deoembcr 8t, 1940. 

TITLE III-CAPITAL STOCK TAX AND DECLARED 
VALUE EXCESS-PROFITS TAX 

SEC. MI. CAP ITAL STO<:J[ TAX. 

(a) lNCUAJD! IN RAn or Tn.-Section 1200 (~) and (b) of~· 
I nternal Revenue Code frelating to rate of eapct.al stock t.ax) '" 
amended by striking out. ''$1 n and inserting in heu I hereof ''$1.25". 

(b) DEPENBE TAX-RATZ.-Section 1200 (e) of tho Internal Revenue 
Code is repealed. 

(c) Rr:rtn~N8 TOR 1941.-Seetion 1203 (b) (2) .or the. Internal 
Revenue Code (nlating to 6Xtensiona of time for fihn~t eapctni·S!oek 
lox returns) is amended by i~~Mtrting at the end thereoflho.followcng: 
ul\"ith mpect to the year ending Juno 30, 1&11, the ... tenmon may be 
for not more than ninety days."· . · 

(d) EniOOthtl D•n~Thia ...Won shall be etfee~IVo ooly wcth 
re61>oet t.o the year ending June 30, 1941, and suceeedong years. 
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SEC. Mt. DECLARED VALUE EXCESs PROF!TS TAX-DEPENSE T•• 

JlA TES JJiCORPORATED J1i llA TE SCHEDULE. -

(a) RATrll.-$ection 000 of the Intern&! Revenue Code (relating to 
role of declared value ex~ profit<~ tax) is amended as followa· 

(1) By striking out tho heading "(a) Gr.NERAL RoUJ.....:•. 
\2) By amending tho rulo schodulo to read as follows: ' 
• 6,\ per centum of such portion of its net income for auch 

income-tax taxable year as 18 in excess of 10 per centum and 
not in excess of 16 per centum of the adjusted declared vaJ

06
. 

"13t\ per centum of such portion of its net income for ..;,b 
income.tax taxable year u ta in excess of 15 per centum of 
the adjusted declared value."; and 

(3) By repealing subeection (b) (relating to defense tax for five years). 
(b) E rrflCTIV£ DAT&-This IIOOtion &ball be e.ll'ective only .,.ith 

mpect to incomo-tax taxable yeors ending after June 80, 1041. 

TITLE IV- ESTATE AND GIFT TAXES 
SEC. 401. ESTATE TAX llATES. 

(a) RATE&-&ction 035 (b) of lhe Internal Revenue Code i.s 
amended to read as follows: 

"(b) The tentative tax referred to in subsection (a) {I) of this 
aectoon shall be the tentative tax abown in tbe follo..,ng table: 
"'I tho Ml -t.lo; 

N'ot O'ffr $:),000 -··--O.triMQO but not OTer HO.OOO. __ _ 
OYer ttO.OOO but DOt OTer &20,000 ___ 
Ortr ~.000 bat Dot over $30.000 .... __ 
OYer t3(),000 but not O'fft' $40,000-..... ,. 
O•e.r $4(),000 but not over $.50,001l .. , .... _ 
0Yf'r $.'1().0()1) but DOt OY(lr SOl),()()() ____ _ 
0fflr $00.000 btn not over 1100.000 __ _ 
0\'Cr $100.000 but not over $2:i0,000 __ _ 

Ovtr $2:10.000 bnt not OTtt ...00.000 •• _ 

OYtr $."i00.000 bot not <n'H $7GO,OOI)_ 

0... fr.IO.OOO but not OTer J1.000,000.. 

0... h .OOO,OOO but not .. .,. *UI!O,ooo. 
O.-fT Sl-.250.000 but DO( • Of'tr 

JlMIO,OOO. 
Ch-('r $1.000,000 but DOt o•er 

$2,000,000. 
0Yf'r $2.000,000 bnt not over I2,GOO,OOO. 
(h•('r $:2,G00,000 but DOt OYtt 

$3,000.000. 
Over 13.000,000 but not onr 

13MIO.OOO. 
0... -.uoo.ooo but not ·-.... ooo.ooo. . o... ....000.000 bat not -~000.000. 

The t..,toUn tu IIWI ho: 
3~ of tbe oet eetat~ 
JlGO, !)Ius 7% of .,. ... OYer $.tOOO. 
...00. piWJ 11% of u ... o•tr JIO,OOO. 
11.000. plualf% of- ••••120.0011. 
$8.000. ptue18% of e:rcet~ oYer $80,000, 
... .800. plOJJ22%ofucetSoverS40,000. 
S7,000, plue 25% of ez~IM over $1'10,000. 
IDM!O, plua28% of ex"""' o•er 100.0011. 
$20.700. plas SO% of ......, •• .,. 

hOO,OOO. 
f811.700. pins 82% of u- ..., 
~.000. 

SH:i.700. plus SG,. of Uf'M ~ 
...00.000. 

$2&'1.200. pluo ll'f% ot .. .,.. .,... 
~000. 

$82:1,700. !>Ius 80')1. ot •• ,.. . ,... 
Jl.OOO,OOO. 

_.28.200. plt18 .f29f of HC!tll 01'tr 
h.250.000. 

$528,200, plus 4G% of ea-eeM oYer 
JI.OOO,OOO. 

$71\8,200, plus 40~ of ucta oYer 
J2,000,000. 

$008,200, pl\18 53~ Of eKCfN 0\'el' 
J2.1!00.000. 

11..263.200. plus G6~ of t"J'CHI' OYtr 
$3,~000. 

ll.MS~ J)lae ~ ot nttt~ O"" 
13.000.000. 

J1.1'38.200. ph11 83% of u- -
.... 000.000. 

poo.l.o6,.. .. 21 

Tho tostoUYo toJt ollallho: 
"'IJ the ut •taU ills bot DOt O'I'H 12..f08J00. plus 01~ ot t:XC'ttt3 ~tr 

O<t • 15.000.000 ~000.000. 
$6,.000.000. 000 but not OTer I~U88.2()0, plna ~ ot e:rott~ OYC!r ()<el' 16.000. 16.000.000. 
$1.000,000. 000 but not o•er 18,8B8.200. l)lua 78% ot exrtN o<r~r 0«.,. f!!!!O• fT.OOO.OOO. 
$8,0001~oQo.ooo but not over $4.G08.200, pJul 1G?'o ot nefiM o,.tr 

O<er .. 000.. M.OOO.OOO. 
$10.000.000.000 fe.OfJ8.200,_1!'uo 17'7o Of u- OYtr ()<t't' $10, ----------- JlO.OOO.uou." 

D Tu REPE.U.m.-5ubchapter C of Chapter 3 of the (b) UCI<P Cod . epea)ed 
Jnkmal Revenue Du-=-~~~ns (a) and· (b) shall be doctive 

(c) ~rrb ~ to estates of deoedente dying al1er the date of the onfy wat ·'at~'"' 
enactmen~ of thiS Act. 

SEC. ~oz. GIFT TAX llATES. 

lt.Tr.a-Tho Rate Schedule of sootion 1001 of the l ntemal 
(n) Codo. ·18 amended to read as follows: Revcnun 

"'lt the net ,uta are: 
Not ov-"' 13.000-----------
0t-er s.;.OOO but not ont $10.000---
0<•• $10.000 bOt - .... $20.000.-
0< .. m.ooo bOt oot .... PD.000- -

()fer $30.000 bol PO( O'f'U S40.000--

0.... $40.000 but oot ootr $GO,OOO- -

0= J;;o,OOO but oot ov.,. $«),000--

ot'er $00.000 but. not. ovtT $100,000--­
o,·~r $100,000 but not over $260.000-... 

Tho to% shall ho1 
2! $'. ot tho net clft& 
JU2.00. pluo 51 '7o ot .. ...,. .... 15.000. 
$31G, ploa81,. of u~ o,.er $10.000. 
•1.200. pl.. IO!llo of tll- .... 

1:20.000. --$2.2110. pl.. lSI'!Io ot ...,.,. ... . 

$3.~ 181')1. ot ......... .. 
SG.,2GO. Dhll 18l~ ot «!Xoefll ~ 

$00.il00. 000. fl t2G plus2ll]'.ofexeeeso•erSOO. 
tlis.W~uJJ 221_,. or txet'M OYer 

·~~~~oo8lull 24~ of tX(.-eM 41l"~r O,·('t $200,000 but not ov~r $.'SOO,OO(L ... ..... 
$20(1, • • 'r'f!f ~er $UOO,OOO but not oTer $750,000-- S100.21G. plu~t 2IH~ of u~ 0 

•l~~pln& 2'U~ Of O"tef!ll OY@T 0\·~r nno.ooo but not mer $1.000.000. 000. 

but DOt OTtr a!!~- ~~ of UC!'t!la 0\'f:t o... $1.000.000 
$1,::,0.000. 

OYer $ t.:::AOOO 
SU.OO.trJO. 

0... JIMIO.OOO 
f%.000.000. o... $2.000.000 
tZMIO.OOO. 

O.·•r S2.r.OO.OOO 
$.1.000,000. 

Q,·t'r S..1,000,000 
$.~.000.000. 

Ovtr SS.r.OO.OOO 
$-1,000,000. 

Over ... .000.000 
'->.000.000. 

O..f'r $5.000.000 
IG.OOO.OOO. 

-f~~. pl .. Sli'To ot .,._,. OT<r bot aot mu .., $1 ,t::JO.OOO. 
bot not 01'eT $306.160.~111 SSIS ot HC'eli!ll orer 

but not OTer ~=:o&tu• SGI~ of tXetfl'll o.-er 

but nOt OTtr $7fs~~: J,IM S!Jf~ of ex~ OTft 
fl,fiOO,OOO. t .... .,.. ovtr 

but not ()Yer Sl).l7,400,~\l!J -12t;'o o: ex" ... .-o 

but not o,.c·r St~G~Oo. ~~Ius 441 '1. of exttM ov~r 
but not oTtf' fJf~::fluil -&1J<H or ext'HI!I OYtr 

J]t~10, pillS r,O!J, of exrt:lll OYt.f but not OTU AOOO.OOO. 

Regraded Unclassified



''U 1.11e Ml IIIIa .,., 
Oftr M.OOO.OOO bot 

".000.000. 
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DOt .,. .. 

o... Jto .. ~ooo-,ooo.,.._ _____ _ 

ll'n .... ... 

(b) YJIAI!I TO ~IJlOH AKEYolll!N_N~o•BL&-The amendmtn 
made by t ina Aect1on sltoll be apphed m computing the tu for 1~ calendar year 1942 and each calendar ,Year thereafter (but not the 
tax for the calendar year 1941 or a. pnmous calendar year) ond 8UCh 
nmendmentll shall bO applied in all computntions in rea~ of o,. 
ealend"r ye..r 1941 and previous calendar yonrs for the purpos., ol 
compulmg the tax for the calendar year 1942 and any eafendar year 
thereafter. 

(e) DUJ:J<sa TA>: Rr.PULm.--8ectiorr 1001 (d) of the In!ert~~.l 
Revenue Code (relating to defense tax for 6ve years on gifta) ;, 
repealed. 

TITLE V-EXCISE TAXES 
Put 1-1932 Excise Taxes Made Permaunt 

SEC. HI. ltS2 El:CISE TAXES MADE PERMANENT, 

Section 3452 of the Internal Revenue Code (relating to expiratioo 
of 1002 exeitletaxee) is repealed. 

SEC. SOZ. PIPE LINt TAX. 

.Sec\ion 3400 (a) of the Internal Revenue Code (relating to ter­
!"mat•on o,f ~u ~n transportation by pipe line) ia amended by lltrik­
mg out "orrgrnntmg before July 1, 1945". 

SEC. GOS. TECONJCAL AMENDMENT. 

The hooding of Subtitle C of the Internal Revenue Code is amended 
to read as follows: 

"SUBTITLE C-MANUFACTURERS' EXCISE AND IMPORT 
TAXES AND TEMPORARY T~ES" 

SEc. Gtl. BOND TAX. 

. Section 3481 (b) of the Internal Revenue Code (relating to upira­
llon of tax on transfer of bonds) is repealed. 

SEC. 611&. CONVEYANCE TAX. 

Section 34~ of the I nternal Revenue Code ( relnting to tax on 
ronvoyances) 11 amended by striking out "delivered before July 1, 
194~". 
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Part 0-Def- Tu Rates Made P~t (No r.a- Ia 
Tas ud No Cllup Ia B-. et Tax) 

.-. 5%1 o&FENSB JlXQSB TAX RATES JlADE P!lltJIANENT WIIJCB 
""'" ' A.B£ NOT INCRI!ASED BY THIS ACT. 

(,) The foDowing -uona of tbe I nternal RevtnU6 Code are 
&mended as folio,.: 

(1\ Box euft.-Seetion 1700 (b) {1) is amended by otrildn,l! 
out "'10 per centum" and ineerting in li.eu ~f "11 ptr centum .. 

(2) 8ALU Olmlllllll 110>: OPPICZ.-5ectiOn 1700 (c) (1) 18 
4111ended by lltriking out "10 per centum" and insert.ing 111 lieu 
thereof "11 per oentum". 

(3) CoRI!ORA'I'll llllO'Oa.lnU.-$cction 1801 is amended by strik· 
ing out "10 cenl<l unt.H July 1, 1945, and 6 cents U•oreaftu" ond 
inserting in lieu thereof "U cents". 

(4) CAPtTAL 8TOOJ< moza.-$ection 1802 (a) it amended by 
str•king out "10 oenlll until July 1, 1~1 and 6 centc thereafter'' 
and the comma wherever following SUCh exp.._ton and int~ert­
ing in lieu thereof "11. eentc"; and by strikirig out "2 ctnta until 
July 1 1&t3, and 1 cent thereafter," and inserting in lieu thereof 
"3 ctnfso. . 

(6) Curr.t.L 8TOCI< .......,.lniiS,-$ectiOD 1802 Jb) IS ~ndad 
bv striking out "4 centa until July h 1946, an !i ctnla there­
alter" and intertinJt in li.eu thereof 5 centa"; and b.Y otriking 
out i/5 ctnl<l Wtead- of 4 cent!! until July 1, 1945" and inserting 
in lieu thereof "6 C<lJittl". • • • 

(6\ lt<Bt~UNoa >OLJaa&-Section 180i ,. amended by striking 
out •a cents" and inserting in lieu thereof "4 cent!!". 

(7) PA118Aoe TJOIUI1'8.-8ection 1806 is amended ~Y. strikin't out 
''$1" and inserting in lieu thereof "$1.10"J· by str!k!•g out , $8: 
and insorting in lieu thereof "$3.80"; an by str1kmg out '$~ 
nnd inserting in lieu thereof "$6.60''. . . 

(8\ CIOARI'm'EI!.-Soction 2000 (c) (2) is amended bY, s_tr~kmg 
out ''$8" r.nd insortinl{ in lieu thereof "$3.25" and by litrikmg out 
''$7.20" and inserting 10 lieu thereof "$7.80". 

(9) Ptarout ANO ar;voLVEII-'.-Section 2700 (a) is amtndad by 
stnking out "10 per centum" and inserting in li•u thereof "11 

per centum". . ( ) · dad 
( 10} Fl:lll>W<Tm li.Al8 uQuoa.-5ection 3160 a 11 amen 

by striking out "$6" and inserting in lieu thereof "$6". , 
(ll) Wit()l r tu ne OF LIQOO..~On , 326C! (~) (I) 11 

amended by etrilring ou~ "$100" and lMtl'tlng tn lieu thereof 

"$1~ b~ ~b (12) Rrr.on.ae or uquoa.-Section 3260 (' II amtn 1 
etriking out "$25" and inserting in lien thereof .60".. . 

(13) BUW'IIUI.-Section 8250 (c) is amended by otr!k!ng out 
"$1t)O" and inserting in lieu thereof "$110" and by stnk1ng ou~ 
"$60" and inserting '" lieu thereof "$65". Secti 

3
260 (~ia 

( 14) WnoLMALERS OF XALT uquoas.:-- . _on f • 
amended by striking out "$60" and insertmg u• heu th•reo . · 

(15) Rl'll'AtlZlt8 OF x.wr uQuORtl.~ti?n ~260 (e) (1) }~ 
•mended by striking out ''$20" and insertmg '" heu thereof~ • 
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~d ~i«?n ~250 (e) (3~\,a,:nended by milcing oat "$2• lllcl 
tnlltrttng •n heu tbeieol . 

(16) Rl'lCTITWIS.-$ection 8250 (f) (1) ia am~nded by~ 
out "$200" and inseJ#ng_ in .lieu thereof "$220"; and by &triki"C 
out "$100" and inserhng 1n lieu thereof "$110". 

(17) ~;Sect!oo .3250 (i) is amended by atrilcing 
0111 "$ll()' and maerhng_ tn lieu thereof "$M"; and liy atriking 
0111 "$20" and inl!erting 111lieu thereof "$22". 

( 18) Futuaxs, m>.-&ction 3407 is amended by ltriking out 
"10 per ~ntum" and inserting in !ieu the~t "11 per centum•. 

( 19) Et.rmRtOAL V."l:ROT.-&lctlon 3411•s amended by 31rikin 
out "8 JX!cr centum" and inserting in lieu thereof "811.. per centum~ 

(20) 0A80LINE.--Section 3412 (a) is amended by striking out 
"1 cent" and inl!erting in lieu thereof "1'h cents". 

(21) Lona•o•m<o OW!,--Section 3418 is amended by striking 
out "4 ~nts" and inl!erting in lieu thereof "4¥.! cents". 

(22) fiAJ<81'0RTATIOX OF OIL 8T l'tPII LtNr.--Section 3400 (a) iJ 
amended by striking out "4 per oentum" and inserting in lieu 
thereof "4Y.t per oentum". 

(28) Ta.uiarza or IIOt."ll$.-Seetion 3481 (a) is amended by 
striking out "t cents" and inserting in lieu ~reof "5 oenta&. 

(21) Coxvr:TA><CE&--Sectioo 3482 ia amended by striking out 
"50 oente" and inserting in lieu thereof "M oenta•. 

(b) TI•• rate. specified in subsection (a) shaU b6 applicable ..,!T 
with respect to the period after tbe dat• of the enactment of th11 
Act. and the rates opecified in section 1650 (a), oeetion 2001, and 
l!eet•on 8190 of the Internal Revenue Code shall not apply with respect 
to such period. 

Part fil-lncrull<S in Rates of Ex.i!ltlng El<cl!!e Taxes 

SEC. 631. PLAYING CARDS. 

Section 1807 (a) of tbe Internal Revenue Code is llmended by 
striking out "10 ocnratt and i.r1serting in 1ieu theroof u13 cc.nt8.,, 

SEC. 61!. 8APE DEPOSIT BOXES. 

Seet.ion 1&0 (a) of tbe Internal Revenue Code io amended by 
strikin~ out "10 per ctnhtm" and inserting in lieu thereof "20 per 
centum'. 

SEC. W. DISTILLED SPIRITS. 

(a) RA111 Ol< Dumu.m SPWTS.--Section 2800 Ia) ( I ) of the Inter· 
nat ltovenue Code is amended by striking out lla£ the rate of $2.25 
Jt.nd on brandy at the rate of S2P a11d by inserting in lieu thereof 
at the rate of 1&4", and by striking out" (except brandy) •. . 

(b) n.,., ON hti'OR1'10) PI!I!Ftl><tS CoNTAIHlNO AL()OIIOL.-&:et!on 
2800 (a) J3) of the I nternal Revenue Code is amended by atnking 
out "$2.~5 and inf!<!rting in lieu thereof ''$4". 

(c) DRAWIIACK ON Dl8TILI.r:o SPmrrs.~Tho third parngral?h. of­
!ion 2887 of tho Tnternal Revenue Code is nmendod by strikmg ou! 
"but shall not exceed a rate of $3 (or, in the Clll!e of brandX, $2.75) 
and in..,rting in lieu thereof "but sbaU not excoed a rate of $4 • 

lro.LA•SSIJ 

STOCU T .u:.-Seetion 2800 of the Internal ROYonue 
(d). ~nded by inserting at tb• end thereof th• followinc ,..,. 

('ode ·~ ···-· ._.,on· 
"' . Ft.OOa Srocu TAx.-

"(•) "11) Upon all distilled •pirits upon wbicb th• internal·~•enue 
\.;pooled b law has been paid, and which on October t, 1~1, 

ta:r J,':fd and fntended for oale or for use in tho manufactu"! or "!J Uon of any article intended for sale, there shall bs leVIed, 
~ collected. and paid a 8oor stocks lax of $1 (ucept that 
. he ~.so of br~ndy, the rate shall ~ $L.25) on etch rroof· 
'" 1ton, und a pror.rtionate tax at a like rate on all fraet1onal 

r.~~!>) fE~:~~ p;:~~n~~irod by this subsection tn poy any floor 
lai ta shoJI. on or before January 1, 1942, under such ••ll"la· 

"!OC u ~he ec;mmill!ion~r with tbe approval of the SocN!taryf 
tiODBII reaeribe make a relurn and pay such tax. Payment o 
sl•• P n' to bs due may bs extended to a date not later 
tthhe taAu~?: 1 1942 upon the filing of a bond for paym~nt 

80 .,;-'cl. form ~d amount and with such surety orsureh"" 
:e;r.f &.!"miaoionu, witb the approval of lh6 Secretary, may 

prescribe. . . · 1 d. aJ•;.. applicabt. in 
"(3) All proYtSIOna of law, Ule u d~ ~shall insofar 

respoct. .of intemt.l·re•!nue ~ ~"with this :~ion, be appli· 
u apphcable and not mcoosiaten imno<Pt! hereunder. For 
cable in respec~ o~ .the ~roc::.ts~rm ~ciiSiiHed spirit&' ahall 
!h• purposes o !t:'ced in such manner that the person produc; 
mclude p~ueta ~'n .th. the meaning of sect1oo 32~ (g). ing them as & recuuer Wl m 

SEC. W. WINES. (A) f the 
(a) RATI! 01< Sr•tr, Wrw..a.--Section 3~. (a)ou~1l,5 cent:.' ond 

Int.ernnl Re,•cnue Code is amended by stj1.'"« Ol t "15 cents" ond 
inserting in l!cu thereof ,~808 oon~~;i. b~J"by ·:~iki~g out ''26 cenlll" 
insertmg m ho.u thcroof cenw 'na 
and inserting in lieu the roof "65 cents · CoaouLI ETC.-Section 

(b) RATE ON S•••RKUNO Wu<es, LIQ();,d, ;.. amendod by striking 
3030 (a} (2} of 01~ lnt.e~m•l. Re

1
. vent~• f !7 cents"; and by striking 

out "2Y.t cents" and mllOrt.mg .•n .'•u ereo ¥..cents". 
oot "I "1 oenta" and inaertmg In heu thf';'hf ~temal Re .. nue Code it 

(c) t:Subch~pter .F of Chapterd tbe26 o f the foUowing new OOC1ion: 
amended by tnsert.mg at the eo reo 

"SEC. ~IH. FLOOR STOCitS TAX ON ~"'ES. whieh the internal· 
"(a) Ft.oo. Sroc1t1 Tu.-Upon all ~es .:'!i'wbieh on October I, 

revenue tu im~ by law has h.en P"t• in tbe manufacture 
19-11, are ~ld and inte'\ded .for oad~ 'r ~~here shaU bs le•ied, 
Or produet•on of an arUclo mten °J.s ta~ ~ rates equal to the 
asoessed, colleeted, and paid r. 8oor atoc x roles) made applicabt. 
inereases in rates of tax (over thefd~e":' !!nue Act of 1~1. 
to such articles by soctioo 534 o t \.d by subsection (a) to pay 

"(b) Rmmtss.-E•~ry p<ln!On requ• uar 1 1942, Wider ouch 
any IIO?r Btock8 tax shal!, ~n or bs.ftbo~.!~pp~va\ of the Seoretary, 
regulat10ns as the Comm•es•oner, "' 
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ah&JJ p..-ribo, make a return and pay lllch tu. Paym•nt f ~ 
tu lhoWll to be due may be extended to a date not laur than /. 
1, IH2, upon the filing of a bond for payment thenof in sueh ?..'! 
and amount and with such surety or IW'etie. aa the Com~ 
with the approval of the Secr:etarJr, may p.._..;be. • "1•) LA wa APPUCAN..E.-All provisions of law, inoluding pona]t;, 
~pp icable in ~t of the tues.imJlOI!ed ~y ~on 3(XI(J (a)~ 
n100far u applicable and not mcolllillerit w1th this aub6oet;.., 
be applicable with respect to the ftoor atocb lex impooec~ b

1 subeeCtion (a)." 

SEC. '"· TIRES AND TUBES. 

(n) UATa ON T111u.-8ection 3400 (1) of the Inoornal &renae 
Code is amended by striking out "2% ceo~" and ineerting in lieu 
thoroof "6 centa•. 

(b) RAn Olf Tuac:s.- Section 8400 (2) of th. e I nternal Rer,.
110 Code is amended by striking out "4 cen~" and inaerting in ti.., 

thereof •o ceo~". 
(c) Ftooot 8rocu Tu OY Tntxe ANO INNEII T11U&-Section 3IQ) 

of tho I nternal Revenue Code is amended by ineort.ing "(a) Tu.-• 
before the beginning thereof and by inaerting at the •nd thereof tho following: 

"(b) Ftooot Srocu T.u.-Upon tires and inner tubes aubjeet to 
tax under aubeection (a) of the type used on vehicles subject to 1u 
under .Won 8403 (a) or (b) which on October 1 19U, are bold 
for aale by any pueon th•re shall be leried, •nme~, collected, ud 
paid a ftoor at.ocb tax at the rate of 2~ cen!AI {HI' pound in the cue 
of tirce and 4 ~ CMIAI por pound in the cue of mner tubea The 1u 
shall apply to tirea and inner tubes held for sale on, or in eonnectioo 
with, or hold for use in the manufacture or production of, artielos 
the Bille of which 'IVilJ be subject to tax under 88<llion 3403 (a) or 
(b). Tho tax shnll not apply to tires and inner tubes bold for ale 
by t·ho manufacturer, producer, or importer thereof, and to tires and 
inner tubce tho sale of which will be subject under tho provisions of 
sooti~na 8444 (al (2) and 3445 to the manufacturers' tax on tim 
and mnor tube8.'1 

SEC. 5Se. EFPEcrJVE DATE OF PART m . 

The amendments made by this Part lhaU be applicable only 'll'ith 
rea~ t~ the ~od beginning ~th October 1, J~l, and the ~us 
specified 1n eeet1on J&O (a), section 1807 (b), 88<ltlon 2001,-
2800 (g), and .Won 3190 of the Internal Revenue Code abaU DOl 
~ply with respect to such period. This Part lhall take elfe<t 011 
Oelobe:r 1, l&U 

Part IV-Chanres In Basis o.f Compu~ Tax (Rates lncreue<l 
in Certain Cues) 

SEC. Sf!. ADMISSIONS TAX. 

(a) REOoono" or E n.IO'TtoN.-8ection 1700 (a) (1) of the Inter­
nal Revenue Code ia amended to read aa follows: 

"(1) RAn-A tax of 1 cent for each 10 cents or. froc1!0" 
thereof of tho amount paid for admiSBion to any p lace, mcludmg 

cro-La.YsJ 

• • 00 bJ' oeaaon ticht or aubecription. In the ... of per. ~except.. bona fide employ-, municipal ofticera co o&ial 
:,_, children under twelve__)'WJ'S of age, members of the 

Tt.ary or naval fo...,. of the United SIAit .. when in uniform, 
nul but of the Ci•ilian Conservation Corps when in uni· an~ roe:.lmitted free or at reduced rates ~o any pl~ ";I any tiln4 
fob ) and under circums!Aincee under wb1ch an adm111!10n charge 
!' en de to other penons, an equivalent tax shall be collected b'.;:i on the prioe eo charged to su~ other pora<m• for tho .same 

· ilar accommodations, to be pa1d by the pel'f!On so admotred. 
~:::::. shn ll be impoeed on the am?unt paid for th~ a~mil!l!iou or 

cluJd under twelve year& of nge If tho amount plod lllleatl thon . " 10 ~r.<A'I"ION 0 , EnvP"rtON~-Section 170! ~f tho Jnoomol 
(b) 0 Code (rol 11ting to exemptiOns from ndmossoona tax) llh.•ll 

R.-cnu 1 with reS"""t to omounts pnid, on or after tbe elrec:tive not app Y , ... d • • 
dnte of tbis Port, for a Nm18810n. p .a- ETC. Ao»UI&IOI<I Tn>n· 

( ) En>U'Tio" or ATIOl<AL ~, ' • dod 
• -Thelnl~rior Deportment Appropriation Act, !H2, 11amen 

bn:.iking ou~ tloat port thereof under the headmg l<AT!Ol<AL rue 
1 " wllich reads aa followa: . b d '"~H~lter r- incident to admission to the natlona!r,pa.!... and 

monumenta and other areas in the national parfkthsysti"" . •· ~be 
collected witb the approval of tha ~UY, o " ntertor, 

~ from all Federal tax on admiSSions. . • h Dt ""TI:P Act entitled • An Act making appropryationa for t • ~ 
mente of the Interior for the fiacal yearn!!'d!ng Jnnde-~1719!1~~1!: oLh """""" approved May 9 1 ..... , IS amen "" o li for er pur .. -h > f d the heading "NATIONAL I"A81t 8 .. VICZ 

~~~:~J:~. ~~i:a:u•n: ifro~l<kdJ That any edmission f~ cha;tl: 
forentronoe to Cnrlsbnd Cavcn\8 and any fee char~ .for flU' 0 88 
therein, shall be exempt from all IAixes on adnuss!Ona • 

SEC. $42. CABARET, ROOF GARDEN, ETC. TAX. 

(a) l>a>o8moN.-Sootion 1700 (o) of the Internal Re-.oue Code 
is amended to read l8 follows: Brc 

"(e) TAx"" CABARE'1'8, Roor G1AIII>IU'
1 
~55 per. centum of all amounts 

"(I) R•n.-A tax I!CJUIVA en . d erchandiae, alan1 
paid lor admission, retreshnj.en\1!ij.':pj;

08 
iurnisbing a pubhe 

roof garden, carberet, or ~ er t or rt tbtreof, for 
performanoe for profit, 1f a'!y paymtn ddt J;.. entitlea the 
admission, refreshment, ~rvtce, or,: n 

0
; such' ~rformance. 

tron to be p..-n~ durmg any po 0. . I) 
011 

aoeount 
ll"o tu lhall bo a,P.pli~ble undtr 811~':,.~als \,.,poeec~ under 
of an amoun~ pa1d With respect to " 
this subsection. . _ __, nder pangnaph (1 t 

"(2) Bv wuox P .. ro.:-The tax IDl~""""' !'vin such 
1 
.. yment .. 

oball be returned ond pn•tb].the //f{7"c'b)":fthe ~ternot"ltevenue (b) PLAor. or PAntENT . ....,.,.._,on 
Coile is amended to road as follows: 1 ed under subeoct ion 

"(b) p, .. Cl!l o r P AT":•NT.-Tbeho t~xdcs ".~1r~tion 1700 (o), (d), (•), ond the taxea roqu1red to pa1 un e 
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or (e), ab&ll be paid to t.be collector of t.be diatrict in which the • 
cipal ollice or pll(:e of bueine68 ia located." P1111· 

(c) J!Jmwia.-Section 1116 (a) of the Internal Revtnue ,.,__._ . 
amended to read ae follows: """" IS 

"(a) lbQuliWI'Il<T.-Ev~ penon required under auboecr 
of ...,tion 1716 to coOed. tbe taxes, or required under . 1011 (a) 
(.,), (d), or (e) to Jl'IY tbe tax..., impoeecl by this chapter ":Jl' 1~ 
returns UDder oath, in duplicate, in aucb IIWIJ!or and oontain.i "'" 
informatioo aa ~e Comnu,sioner, witb t.be approval of tho ~~ 
ma,r bv regulation pffi~Crlbe." -......,, 

{:i) 'Secilon 1700 (c) (8) and section 1700 (d) (8) of tho In 
Revenue Code are repealed as of tbe elfective date o! this Part.~"'al 
SEC. 541. CLUB DUE& 

(a) RmtroTiol'l OP ED>IPnoi< .A1f1> J>unq T.ax fun ~ 
Pt:ax.uttn.-Section 1710 (a) (1) and (2) of tho Internal Rev.,.. 
Code are amended to read ae follows: 

"(1) DDD oa JPXB"Sli'P J'ZQ.-A tax eqoivalen~ to 11 
cen.tnm of 01!7 amount p~d as dues or m,embe.rship feoe to !:,' 
BOCial, athleh~ or ~rtirig club or orgaruzation, i! the du111 J 
fees of an active res1dent annual member are in excea of $10 
peryear. · 

"(2) IlnnA'ryON f'!ZS·-:-!' tax equivalent to 11 per centum of 
any amount pa1d II$ Initiation feu to auch a club Or Orfl"nlutioa, 
if such fees amount to more than $10

1 
or if the duee or mtmbtl' 

&hip fees, n~ incl!Jding initiation rees, of an active reeidtllt 
&JJnual member are 10 excess of $10 per year." 

(b) I>Emnno>< OP Dozs.-Section 1712 (a) of the Internal lit•· 
enuo Code is amended to read as loUowa: 

"(a) DDD.-Tbe lefm 'dues' includes anyua ment
1 
ir~ive 

of the.~U!Jl0Se for wh•ch ma~e, and any.cha':8"8 for BOC1al provilog~~~ 
or fn~olities, ~r for golf, 1':n!'JS, polo, aw1mmmg

1 
or other athletic or 

IIJ>Ortmg pr~vilegwJ or faciht1<6, for any period of more than six dayt· and,. t 

SEC. 15«. AUTOMOBILF, TRUCK, BUS, AND PARTS TA.X. 

(a) Iscuan or RA,. .,.., Cr.4881FJOATJOl'l or B-ato!!S.-Soction 3401 
(a) and (b) of the Int~rnal Revenue Code are amended to read u follows: 
b "(al A!'tomobile t~ck chassis1 automobile truck bodies, automobile 
u~ chaSSis, .automobole bus bodres, truck and bus trailer 1111d semi· 

Lrnoler ~ass .. , .truck and bus trailer nnd semitrailer bodie8 I ructon 
o~ the kin~ chletly used for hi_ghway transportation in co,;,bination 
w1th a trailer or. semitrailer {mcluding in each of the above • ..., 
P~mth or IICCeS80MIII therefor .sold on or in connection therewith <w 
,.., the sale thereof) , 6 per centum. A aale of an automobile tnd 
~ or~ or bus tn_irer or semitrailer, ahall, for the purpc!IIM ol /,.,d ~ on, be oonaodered to be a .ale of tho chassis and of the 

".Tb) Other ~~~~mobile chasaia and bodies, chassis and bodies for tnul~ ~r sem•lrallera auHable for usc in connection with passenger 
automobiles, and motorcycles (including in each case parts or neceo· 

vc-- L.t." lltJ 

. thorefor sold on or in connection therewith or with tho sale 
sor:Ot) except tractors, 7 per centum. A aalo of an automobile, 
tb•.1er ~r semitrailer sball1 lor the purpoees of this oubooction, be 
tra• ·d~rod to be a sale of me cba88is and of the body." "'(!,') 1 soiU!AO ll'l fun Ol'l PAorr& AND ExCLuSIO>< or fuor01 Froox 
A.uroll.,;,, ... TAL-The first aenttnce of aoction MOil (c) of tho ln~­
oal Jle•~nue Code is amended to read ae folloW8: "Parts or ...,..,.,nos 
(other than tin~~. and inner lubea and other than radi01) for an; of 
ilie articloa enumerated in aubeoction (a) or (b), 6 per ~tum. 

(c) Carom oN AoooUNT or T••• AJ<l) TuM 'ru.-&el1on 8403 (e) 
of the Internnl Revenue Code II amo_nded to road as f>ollowe: 

"(el Jf tires or inner tubes on whoch tax h88 boon 1m~ under 
this chapter are sold on or in connection with, or with th~ sale of, 

rJ11..,is, body or motorcycle, there sbaU (under rtgulauons pre­
~ribed by the 'Commissioner, with t~e ap~roval of tho Stcretary) 
be credited against tho ta.x onder thoa aoct1on an amount equal to, 
in the caao of an article taxable under su~on (a)1 6 por CODtum, 
and in tho cue of an article taxable under subaoc:Uon (b), 7 por 

""'tunt{ll of the purchas& r,nce (leM, in the caao ~f tirea, t.l!e part 
of suCh prie& attributab e to the metal nm .or nm bate) 1f such 
tires or tn.ner tubes were taxable under scct•oo 3400 (relating to 
tax on tires and inner tubes); or . 

"(2) if such tires or inner tubes were taxable und~r section 3444 (relating, to use b,Y manufacture_r, producer, or 1mpo~r) 
then of the pne& (Jess, m tbe cue of u....., the p<lrt of such pnce 
attributable to tbe metal rim or rim. bate) at. whicll such or 
similar ti- or inner tnbea are sold, m tbe ord1nary COilr.!6 of 
trad b manu!~ producers, or importers thereof, u d,etu· min~ \;7 tbe Commiaaoooer. In lieu of ~ ntoa of eredi~ of 
6 per oentum and 7 J!Or centum above provtded, tbe ratea, reepec· 
lively, for tho followmg periods, sb.aU be as follows: hM d 

"(A) With respec~ to tho period after June 80, 1.-.v, ~ 
bofore tbe elfective dato of tho increase in tax on automobiles 
made by the Revenue Act of 19H, 2% per centum and 3Jh 
per centum; and 

"(B) With ru!pe!ct to the gerlod bofor6 July I, IHO, 2 
per CODtnm and 8 per oentnm. . 

(d) Camrra ON Tr:alm<ATJO>< or TAL-Section 8403 (f) of .the 
Internal Revenue Code (relating to credita and refuoda on termma· 
tion of automobile tax) is rcpeded. 

SEC. 545. RADIOS. PHONOGRAPHS, RECORDS. AND MUSICAL IN· 
STRUMENTS. 

Section 3404 of the Internal Revenue Code is amtndrd to read as 
followa: 

"SEC. ltN. TAX ON RADIO RECEIVING SJ:TS. PHO~OGRAPHS. PHONO. 
GRAPH RECORDS. AND )IUSICAL IN8TRJI)IENT8. 

"There shall be imDO!!OCi upon the following articl .. (including in 
eacb case, exoept in ihe c88& of musical instrumen~ parts or ""jd 
sories therefor sold on or in connection with the sa e thereof) so 

• • 
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bo ~··i.d, .-J, collected, and paid a floor stocb tax a~ t.he ra~ of 
o c:onts per ~o-nd matcllee. The tax shall not apply to mateh8 in rfiSi1 stocb held a~ ~e pta.. where intended ~ be aold or dia­
~ of. The t.as aball not; apply to mateh8 held for ale by the 
msnu!acturer1 produoer, or IDI~rt« tbf!'JOf, nor ~ fancy wooden 
motches .or wOOden matcllee hnmg a lt&med, dyed, or colored otidt 
or stem. 
sEC. 518. TELEPHONE. TELEGII.APH, ETC. 

S.Ctions 3465 and 8400 of tho lnlernnl Revenue Code are amended 
10 rNtd os fotlowe: 

•SEC. Sl65. JMJ'OSITION AND II.ATE 011 TAX. 

"(a) There shnll be impoeed: 
"(1) (A) In tho ~ of ~nch ~~~phone o~ radio telephon& 

message or con•ersation wlucb or~gmatoa wttbin the Uni~ 
Stat;eo, for which the charge is more than 2t cents, a tax of 
5 oenta for each 50 oont.a, or fraction tb~f1 of the ehar&e-

"(B) In the ...., of each telegraph, eabte1 or radio ·diopatch 
or message which originatea within tho Unit.d Statea, a tax of 
10 per oenwm of~ amoun~ of the charge. 
Only one paymeo~ of a tax imvc-1 by subparagraph (Al or 
(B) shall be required notwithstanding the lines or lllat.Jona o{ one 
or more peraona are ,used in ~e transmission of soeh dispatch, 
m~ or conve.rsatlon. 

"(2 (A) A tax equinlent ~ 10 per centum of tl1o amount 
paid. or leased wire, !AIIetypewriter1 or talkin.g ci rcuiL 8pecial 
sen•ce. 

"(B) A tax equivalent ~ 5 per centum of tbe amount Jllid 
for any wire and equipnw.nt service (including stock quot•tion 
and- information service~ burglar a1nrm or fife alarm eorvice 
and all other s imilar eorv1ces, liut not including aorviee d""'ribe<i 
in subparagraph (A)) . 
Tho tax shall apply under this paragraph whether or not the 
wireaorscrvieea aro within a local exehilnge area. 

"(3) A tax equivalent to 6 per centum of the amoun~ paid 
by subeerlbera for local telefbone service and for any other 
telephone service in respect o which a tax is not ,Payable under 
pengraph (1) or (2). Amounts paid for the inotallation of 
lDSirumonta, wiTH, poles, 8witcllbo&rds, appartln$, and tqu.ip­
ment shall n~ be considered amounts paid for aervioe. Sen ice 
paid for by inaerting eoina in coin-open~ telopbonoa abaU not 
bo subjca ~ ~e tax imvc-1 by this paragraph. 

"(b) ThiS aeetion shall n~ apply to the amount paid for ao much 
or. !he &mice d..,.,.ibed in paragraph (2} of su.~ioo (a) u is 
nllhzed in the conduct, by a common eamer or tel~phone or telegraph 
Mmpany or a radio bro&dcaating station or network, of ita buain• 
usueb. 

"SEC. S4H. EXEMPTION PROM TAL 

" (a) N~ tax shall be imposed under section 34M upon any pay· 
men~ re<:e1ved for eorvices or Iocilities fumisbed ~the United Slate~~ 
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• """ .... IIQ 

or.to.any Slat. or .Terntory, or politicalaobdil'iai t.h.~ 
Datnc~ of Columbta. 011 --, .., ._ 

"(b) No tax ahalJ be impoeed under -uoo 8485 
u~ any peyment ._;vee! from any ponoo lor (!') (1) IIIII (I) 
uu~i,zeci m th.e ~llection of news for the public p.!:":" or f~ 
.ervtC$ fumoJhing a aeuera1 news service . ··I" r a newatido, 
public p.._, or radio liroadca.stiug, or in Lhe11:f' ar .to !ha~ of lla 
through the p~bJ}o preset Or a news ticket service r. !0~.toon Of 11t1o> 
newo eerv!ce f~!~Dolar to mat of the public preoe orb"'" tng a «onenJ 
br~.dcastong, tf the cbarge for sucb serviceo oi- f cii; '!'~ ~~ ndiO 
wr\hng ':0 aucb perso. n. l'!ection 846.'l .(a) (S) sh~J ~~~ 18 .billeci ia 
as tmpoeong ,. tax on sel"Vlces and facilities desc 'bed . COnatno.d 
(a). (1) or (2) which are exempt from tax und:,! th' In section 84&1 
. '(c) Tho right to exemption under this st<)tion sh~~lsbe~OII. 
m such m•n ncr as tl!e Commissioner with the approval f tb•• ·~~ 
Ulry may by regulation prescribe." 0 •.,.,..... 

SEC. 5U. INSTALLMENT, rrc., PA Y1lENTS. 

u t/'~~~~1 (e) of the Internal &venue Code;. amended lo r'IOI) 

"(c) (I) In the case of (A) a lea9e, (B) 
~ article wherein it is rovided that tli: ~~ for the~ af 

dtntc.llm~ta and title to tfe article sold does ~otce ... -!allunbetil 'f~ 
ate notwothstanding ))&rti 1 b . ..-- a 

ditional sale, there shall be• JiJ:. J.bnstall~n~ ~Ut (C) a­
the article t~at portion of the Iota[ lax wru'.lapnen WI . l'tOpoct II 
portion of the toW amount to be paid re re.en.:J'bpo~onatelo tho 
to ",i~lJn u~· application ~f _paragraph (t) to the a!u'Jee .!;~ 
bJ tho Reve!u':te of lax •s mcreased by {ho Revenue Act of lHJ or 
t•onal ~le, • nd t~.::,~~:=.~:~e lease, contract of eale, or condi. 

1 
(.A:) was made before July 1, 194{), the total tax reftrrcd to in 

f9.j'~grapb (l) shall be the tax at the rate in foree on June 30, 
"(Bftlld not at any lf:ater rate; or 

tl1o to/a it~~ ':t~ toJ.ome 30, 1940, and before October 1,11111, 
rate in to Se 10 paragraph (1) shall be the tu at the 

"(8) Despi::' J:n P~ber 301 19{1, and not at llDY greater rot• 
im,PO!Ied with e proVISIOns o~ paragraph (1), no tax ahaiJ bo 
~:nt!ten h respect to any uticle not taxable under the Jaw ia 
Act of 'i"&t~ ~f "..1:! before the dat. of . the enactmen~ of the ReTm• 
or conditional sal• reepectd dtoeli~ article the 1...., contract for air, 
<:lctobu 1, 1941." . .., an very thereunder, waa made bdort 

SEc. 5$0. llPPECl'JVE DATE OF PAJIT IV. 

wi~~) ~ ~~"! made ~y .this ~art shall be applicable oniJ 
Part, ana the rat.!. pen"i:;ed~J:ecinnms; ""th the effective date of this 
&eetion 2004 secti ~ m section 16.'!0 (a), section 1807 (b), 
nuo Code sh~ll n;n 

1 
(,Jl, and section 3100 ot the I nternal Ro ... 

toke olfoet on 0.~~ Y1;:.•th respect to such period. This Part shall 
' ... 1. 
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(b) :o..J>ita the P.fV"iaions of au~oo (a), the tax impooed by 
.,..;on 1100 (e) of ill~ Internal Revenue Code, u ame~~ded b1 ~on 
~2 of this Aet. (relatmg to ca~ etc., tax), oball be appli.Ule 01>ly 
'lrilh respeet.to the ~r1od bollinmng at 10 a.m. on OCtOber 1 1941. 
ond the tu im~ by suCh subiioctioa as in fOI'Ce prior 'to it~ 
amendment by section 042 of this Act, as modified by sect1oa16.'l0 (a) 
of the Internal Revenue Code, shall be applicable with reapoct to the 
ptriocl before 10 a. m. on ouch date. 

(e) Despite the rroviaiona of subaectioo (a), tho amendment of 
section 346lS (a) (2 mado by section M8 of thiS Act (relating to tax 
on Jeased·wiro, etc., services) shall be applicable only to •mounts paid 
on or after such oiJootive d.ate for eervices rendered, on or after OctOber 

1 1941, and the provisions of such subeeetion before i~ amendment 
by secloon M8 shall be applicable with respect to the period before 
()ct<lber 1, 1941. 

(d) Despite the provisions of aubesetion (a), section 846lS (a) (8) 
of the Internal Revenue Code {relating to tax on telephone billa! I 
added to the Internal Revenue Code by section 548 of this Act, aha 
apply only to the amounts paid in J>!l........_ of bills rendered, after 
Oelober s, l&H, for aerviees for which no pre•ious bill wu rendered. 
Sucbii!Ciion 846.'! (a) (8) shall not app!J to amounts peid for .e"~ 
otherwil& C&xable und•r eection 846.'! (a) (ll which were rendtred 
to.fore October 6, 1&.11; nor to amounts petd for semcea otherwioe 
tonble under eection 846.'! (a) (2) whicb '"""'rendered or pei.cl for 
bofore October 6, 1941.. ~ 

Part V-New Excise Taxes 

SEC. 5$1. NEW MANUPACfURERS' EXCISE TAXES. 

Subchapter A of Chapter 29 of th& Inrernal Revenue Codo is 
amended by inserting a!U>r section 3405 the following new section: 

"SEC. ~06. EXCISE TAXES IMPOSED BY THE REVENUE ACf OF lUI. 

"(a) lM:I'<l6mON.-Tl>e.ro shall be impoeed on the following artieleo, 
sold by the manufacturer, producer or importer, a tax equ•.•alent to 
the rate, on the price for which eold, set forth in tho followmg P,ara· 
grapha (includi ng in ea. cb ease parts or accessoriee of such arhcleo 
sold on or in conneetion therewith, or with the sale thereof) : 

"(1) SI'OIITtl<o oooce.-Btdmintoo nets; bad.minton ~tla 
(measuring 22 inebeo onr·all or more in length) ; . badmmton 
racket fnrnee (measuring 22 incbee onr-all or more 1n length); 
badminton raclcet string· badminton shuttleooeb, badmmton 
standards· bueballs• balieball bats (measuri~llll inches or moN 
in length); bueball' body protectors and shoo ~;!!~rclo; baaeball 
glo- and mitts; baseball inulcs; basketball~; bilhard an~ pool 
tablee (measuring 46 inches over-all or more •.n len~h); b•lh,ard 
and ponl balls a.nd cues for sucb tnbles; bowltng balls and pons; 
boxing glovee mub bead guards, and ear guards; clay 
pigeons· cricket oolls·' cricket bats ; croquet balls and mall~te; 
curling' atones; dock' tennis rings, nets, and ~·i fencmg 
equipment· fishing rods creels, reels, and artoflc1al lures, 
baits, and' !lies; footballs; football harness; football helmets; 
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golf bags (measuring 26 inches or more in leogth) 
balls; golf clube (measuring 80 inches or more in lenl!lh) ; colt 
nasium equipment and apparatus; hockey balls· hoclce• ; '!1'· 
hockey st•~lca (measuring 80 inches or more in length)~ pu~; 
buseboillsj mdoor basebull bate (meuuring 26 inchea or' 111

""." 
lf!~lltb) ; mdoor baseball t)),:" and mi tta; 111C1'06!le balls. J::.: 
ruCks; m,.. balJa; polo ; polo mallets· pUBh ba!b'· obt 
skis; ski poles; anow shoes; snow ~ and •le<b· II; 
balls· aoftball Dalla· aoftball b&ta ( meuwing 26 inchf:t ' -
in l.,;p); aoftball g loves and mittc; ~C~.•aah 6alls· squuhor ­
(measuring 22 i.nches <!vtr·l\ll or morem length) ; aquneh'::::: 
frames ( meuurmg 22 mcbee over·all or more in length). 
racket string i tennis ball~; table tennis tables balls, n~~·~ 
paddles; _tenn1s nets; !Alnll!" raeketa (meaauring 22 incheo o•er~ill 
or more m length) 1. tenrus racke~ lrnmes (measuring 22 iocbos 
over·all or mo~ m ength) ; teJllla racke~ string; track hurdliJ· 
trape for throwmg clay p1geoos; Y&Uiting poles croos boro,a.i 
stnndards; volley ballS, nets, and atandirds· irater polo boll. 
and llOlh; and wTestling bead barnea; 10 per ~tum. 

"("§) LnOOAOL-Truiiks, valises, trayelmg bags suitcuea,lw 
boxes for uee by travelers fitted totlet cases loot includin 
contents),,nnd otlter traveler1sluggt•ge, nnd lenther and imitlliJ 
leather br1ot cnaee, 10 per centum. 

~· (3) Eu:cnuo, !'A81 AND OIL A.Pt'LlANou.-Electric direct m<l«>r· 
dr1ve~ fans ~nd 111r cucu:Iato_rs. i electrie, gas, or oil water heatm• 
electr!C ~at tro~s; electric au neaters (not including furnace~)! 
electr!c 1111Dltrlllon. bea~; electric beating pads and bJanbU! 
electn.c, gas, or <!'1 appliances of tho type used for coctmi 
wanwng, or ~ptDg w~rm food or beverages for consumpticoJ 
on the pretmses; electric mixers, whippers and juict'rs· and 
ho,~sehold typo electric vncuum cleaners; 10 pe'r centum. ' 

(4) PUOTOORAPIDO APPARATU8.-Cilmcras and Jcnecs · UIIU· 
posed photographic films (including motion picture 6lms 'buL not 
mcludmg ~:nty film), phoi!'Sr&P.h•c pla!Ale and sensitized paper; 
pho.togrupluc ~pparatus and eq01pment; and any apparatus or 
eqUipment dcstgned especially for use m the taking of ph«o­
grap~ or mot1oo pictures or in tho developing, p rinting, II' 
tnh~utp; of photographs or motion pictu."' lllms • 10 ~r «11taa 

"(5) EUlCTIIJC &ox&- Neon·tube aigns, electric signs, and 
cl~rtc nd•·ertising devices, 10 per centum. 

(G) . J3081Nf.88 A.'<D 8TORP. >JACI!INF.&- Adding 11111chiner, 
•~drcssmg m~chines, autogrnphic registers, bank proo( mochinH, 
blllmg •m•~lune.~, bookkeeping machines, cnlculnting rnnchillt!, 
card pun~htng mnel~incs, cnsh regist.crs, chanse makirig mnchi~ 
check. wr~tmg mncbtnes, check stgning machmes, check conceit"' 
maclunes,. check perforating machines, check cuttiJ.llf mac~ 
check ~ntmg machmes, otlier check protector machine de..­
oomp!Jtmg machines, coin counters, dictograpbs, dietatioc 
maciJ!ne rec:ord shaving machi.nes, dictating machines duplicati!f 
!"•chin~ embossi~g ma~es, envelop& opening m~inos,. eru­f"S' mach1nes, f~ldmg mncbme~ fun fold machines, fttro reg•t!•"' 
ar~. boxes, h.stmg machines hne-a .. f imo and similar mue.lune~t 

mnthng 11111chines, multigrnph murbincs. multigrapb typc~tin~ 

110-""-.. ., 35 

u>achinos, multigraph typo jWIIifying mnehioes, numbering 
w••cbines, portable paper faste~ing "!~chines, I'~Y roll machines, 
pencil sharpeners, posl41 penmt mntlmg mae uncs, punch card 
tachines, sorting machines, stenoil cutttng machines, &horthand 

~riting machin.es, sea.ling t~llcl!ines, tab~l&ting macll_ines, ticket 
(<IUltting ma~es, ?cket lSIU!ng ma~hmes, typowr!ttrs, t ran. 
scribing machines, tiJne record1ng dences, and combmations of 
any of tho foregoing, 10 per centum. 

•(7) RUBMJI .....,CLFA-AI1iclee of which rubber is the com· 
ponent material of chief weight, 10 per centum. Tho tax impoeed 
under this paragraph shall not be applicable to footwear, articles 
designed especially f~r.hoepital.or surgical use, or articl08 taxable 
under any~ other provtston of thiB chaJ.>ler. 

"(8) Wuun<o KAOJtlNr.t~.-Waslung maehines of the kind 
used 111 commercial laundries, 10 per centum. No tax shall be 
imoooed under this paragraph on washing machines of tho house· 
hold t~ 

" (9) Q,.,.CAL llQUU'XL'<T.-Refractomeltnlj spectrometers; 
spectroscopes · colorimeters; polariseopes; optical mtdUring in· 
struments; tef~pic sightaf· projection lenses.and pri1111~; optical 
machinery; mu:roscopes; te escopes; pboto·mtcro and mtcro-pro-

l
·ootion apparatus; tiro control opt1eal instruments; 11nd search· 
iuht mirrors and r;~Jlectors; 10 per centum. . . 
"'(10) ELJ>.onuo u onT Dt1LIJ8 AND TUBES.-E ltclrtc hght bul~ 

oud tub<;s, not including articles taxable under any other provt· 
•ion of thts subchapter, G per centunt. 

"(b) En .. rno~ rr Aptcu: TAXA~ A8 JEWUAY·-No tax. shall be 
imnCotd undu thiS section oo any arttcle taxable under otcllon 2400 
(ro11ling to jewelry tax). 

"(cJ Ernxmva DATL-Titis eection shall take elfeet on October 1, 
11»1. 

SEC. &52. NEW RETAILERS' EXCISE TAXES. 
(•l TMI'08moN o" Tu.-Thc Inter.nnl Revenue Co<_!• is amended 

by nading after chapter 18 the followmg new chapter. 

"CHAPTER !~RETAILERS' EX CISE TAXES 

"SllC. UOO. TAX ON JEWELRY, ETC. 
"There is hereby im~ upon the following articl"" "!'ld at re~ 

a lAX I.'<JUivaJent t.o 10 per otnWm of the prlCO fo~ wh1cb 80 sold · 
All articles commonly or commercially known .as Jewelry, whe!h~r 
real or imi14tion • pearls preciouQ and semt·prec•ous 8101~ nnd 6~ lations thereof; ~rticles'mado of, or ornamented, mound 1 °'k,. nd 
with, precious metals or imitaliolUI thereof!· watch."" an . e oc • 
CL«S and movements therefor· gold gold·p ated, ••lver, 11lver-pla!ed 

' ' 1 I """'tttes · manna or sterling ftalware or hollow ware; Oper1l g ~; 0~~.; b j},· ...,_ 
flliiSIItS; field glasses; and binoculars. Tb8 tax ''!'I~ Y 15 

tlon shall not apply to any article used for .rehgtous purpooes, to 
surgical instruments, or to f ramoo or mounungs for ~aclesbi 0b 
eyegln-, or to a fountain pen if the only parts of the pen w ~I 
c:on11-ist of precious metaJs are cMntin 1 parts not used for orn&men 
purpO!lCs. 

Regraded Unclassified



86 
•SEC. UOL TAX ON FURS. 

"There is hereby imPOSed upon t.be following articles sold 
a t~x equivalen~ to 10 p<lr C<l!ltum of tho pme for which at :.o 
Articles made of fur on t.be hide or polt, and articles of wh'~ : 
fur is the component material of chief value. 1"' .,... 

"SEC. 24ft. TAX ON TOILET PREP AU nONS. 

"(a) T~-Thtre ~ hereby im~ upoc the following •rtidoo 
aold at reta•l a tu equ•valent to 10 pu centum of the prioa for •hill 
so sol~: ;perfUI)lea,, - •ces, extra~, toil~t wat..rs, 0081neliea, potro. 
lcum )ell•es, ~all' o•la, pom~des, hall' d . .-mgs, hair reatorativea, hair 
dy~t aromat1o cnc~ous1 to1let powdere, and any similnr sub6tan 
nrt1cte1 or preparnt•ory, oy ,.hatsoover "Ill'!" known or dislinguilh: 
any or ,tho abov~ wlueb are used or applied or int..nded to be ,..j 
or •l?t~lied for to1le~ purposes. 

"(b BuOTT PAIILOOtS, Erc.- For the purposes of su'-ti011 (a) 
tb~ sa e of any article described in su~•on (a) ~ &nJ perooa • 
ating a barber &hop, beauty parlor, or 11milar establishment o~~3b, 
coiiSidered a sale a t ~tail; resale by auch peraon shall be aubjeet to 
lax aa a sale a~ reta•l, but there &hall be cred.ited against the tu 
payable by such person with respect to such l'eSil!e tbe amount of tu 
pn•d on the sale to such person. 

"SEC. UOS. RETURN AND PAYMENT OF RETAILERS' EXCISE TAIE& 

~(a) Every peraon who sells at retail any article taxable und<r 
th1s ehapter shall malre monthly returna under oath in duplicate ud 
pay the taxes impoeed bv this chapter to the collector for 0.. cfio. 
trict in which is focated 1iis principal place of busin091 or if be h• 
no principal P!•o& of business in the United States, then to llle 
!ector at. Balt1more, Maryland. Such retums &hall contain 
Information and be made at such timee and in such manner aa 
Commissioner, with the approval of the Secretary, may by l'<lgulatiOilJ pre8Cnbo. 

"Sb) The tax shall, without &88ellsment by the Comm~ioner or 
'\Oho& from the collector, be due and p&)'able to the collector ot IJJo 
t1me so fixed for filin~ tho rttum. If the tax is not. paid 11ha 
du., there &hall be added as pa.rt of the t&J< in fAirest at the nte of 
6 p<lr centum per onnum from the time when the lax became doe 
until t:!' d. 

• ( c . In dete"'!ining, for the purpoees of this chapter, the prico 
for "': •ch nn art•ele 18 sold, there &hall be included any cbnrge for 
covenngs and containers of whatever nature, and any ch•!1!6 inri· 
dent to placing the article in condition packed ready for sh1pmt11~ 
but there shall be excluded the amount of tax imposed by thia ehaplft, 
wh~ther ?• not. stated as a sepant.. charge. A transp<lrtaike, 
delivery, msunn~, installation, or other charge (not requir.d by tllo 
forego

1 
_mg Rntence to be included) &hall be excluded from the f""' 

on Y ~ ~e amount thueof is establi&hed to the satimction o tllo 
CommtssJOner, in accordance with the f8BUiations. There sboll oloo 
be exclud~, if stated as a separate chargo the amount of any "".ail 
snles tax unposed by any State or Territo:.Y or political Bllbi!i•iJIOCI 

.. 
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f tie fortgoing, or the District of Columbia, whether the liability 1or .:,cb tn< is impoaed on tho vendor or the veodee. 

•SEC. %10!. DEFINITION OF SALE. 

•For the purposes of this C;hapter, the lease of an article shall ba 
C(lll!idered tbe ule of such art•cle. 

-sEC. ms. LEASES. COll'lliTIONAL SALES. ETc. 
•to the case of (a) a 1-, (b) a contract for lhesale of an article 

whtrtin it is provided thllL the prio& shall ba paid by installments 
and title to tho article sold does not paso until a future date notwith· 
s~amling partial payment by installments, or (c) a conditional Sllle, 
there shnll bo paid upon each .P"Y!Il~nt with respect to the ~rtide 
thol portion of the total tax wh1ch •• proport1onato to the port1on of 
the total amount to bo paid rep.....,ted by such payment.. No tax 
.hall be impooed under this chapter on the sale of any article tax· 
abl6 u1Kier eection 2400 or section 2401 if 1<ith respect to such art icle 
lhe lta.st eon1r1et. for sale, or eondilion•l sale was madt":, delh·ery 
thtrrund~r wAS made, and a. port of the consideration was paid, before 
October I, 1041. 

•SEC. %406. TAX-FREE SALES. 

"Under regulations prescribed by the Commi~ionar with tbe 
approval o f the Secretory, no tax under this chapter shall be imposed 
with ""!><et to the sale of any articl<>-

• a) for the ex~usive u .. of the Unit~ .States, •~1. f?tate, Ter­
ritory of the Umted States, or any pohtical subd••uuon of the 
forrgoin~, or the District o f Columbia; 

"(b) ror ~rt. or for shipment to I ~ion of the UniUld 
States, and 10 due course oo exported or sllipped. 

"SEC. %401. CREDITS AND REf' UNOS. 
"(n) A credit against tax un,der this chapter,_or a Ml fn~d, may be 

allowed with rospec~ to an arl•cle, when the pr1ce on wh1~h the tax 
was bGsed is reailjusted bJ reason of return or re~1on of the 
article, or by a bona fide diSCOunt, rebate, o r allowance, 10 th.• amo'!nt 
o.f thai pert of the tax proportionate to the part of tne pnoe wh•cb 
is rdunded or credited. . 

" (b) No overpayment of tax under thi~ chapter sha!l ba cred•Uld 
or refunded, in pursuance of a court detlslon or other~'""• unless. the 
peM!On who paid the tax Q!;tabli&hes in accordance w1th rcplat1ons 
prescribed by the Commissionor with the approval of tho ~relary, 
(I) Lhnt he has not included 1 he tax in the price of tho art1cle w1lh 
respect to which it was imJ?OII<-'CI or collected the amount o f tax from 
the purthoser, or (2) that be h~ repaid the &lf!ount of the ta~ t~ the 
purchaser of the artie!., or unl- he files w1th the Comm""'!>ner 
1rri1ten eons.nt of such pureha .. r to the allowance of the ered•t or 
,.fund. 

"SOC. %408. APPLICABILITY OF ADM!NIST'RATIVl: PROVISIONS. 
"All provisions of law (including penalties) applicable ,in respect 

of the taxes imposed by S(!Ction 2700 shall, insofar at aJ>pheable and 

• 
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"'"'"'·"" not inc:onsimnt with this chapttt, be applicable in reop.ct of 
taxes imposed by this chapt~r. 

•sEC. %401. PENALTY FOR RE PRESENTATION TRAT TA~ IS • 
PASSED ON. NO! 

"Whoever in conneetion with tho sale or leaae, or offer for •lo 
lease, of any article taxable under this ch&J?l6r, makes any lil&i '" 
written or oral, in advertisement or otherwUIO, intended or ea~ 
to lead any pe1110n to believe that tho price of the article dOIJI 
include tho las imposed by this chapter, shall on conviction thO: 
bo punished by a fino of not more than $1,000. 

"SF;C. ~4 10. RULES AND REGULATIONS. 

"Tlao Commissioner, with the approval of tho Secr.ltary aJaD pre­
scribo and publish all needful rules and regulat,ions for the en!...,. 
ment of this chapter. 

"SEC. 2411. EFPECTIVE DATE. 

"Thia chapter shall be effective on and after October 1, 19-ll." 
(b) TEiuuNATJON or lli.'<UPAOI'tlli7JIS' T.u oN Tow:r J'bp,w. 

nONs.-Tho tax imposed by section 3401 of tho Internal Revenue Colo 
lhall11otapply to articles sold on or after October 1

1
1941. 

SEC. 6"- ADMINISTRATIVE CHANGES IN .HANUFACT'UIIIlRS' BlOSE 
TAX TITLE OF OODE. 

(a) Lr.Aau.--Section 3440 of the Internal Revenue Code ioamendo! 
to reod u follows: 

"SEC. 3440. DEFINITION OF SALE. 

"For tho r•~rposes of this chapter tho lease of .... :~~:::.~];,•~ any •·en~wn or any extension of a lease or any 
such urticlo) by tho manufacturer , producer, or 
considered n taxable sale ol such article." 

(b) ExumNo CoNTRAcrs,-Chapter 29 of the Internal Revc• 
Cod,e ia amended by adding at the end thereof the foUowing new 
scct1on: 

"SEC. $151. llXl811NG OON'DU.CI'S. 

"(a) Tu PAT AN.£ n VENDEL- lf (1} any penon baa, pri« It 
the eftectivo date of Part V of Tille V of the Revenue Act of JMI. 
made a bona fide contract for the sale on or after wch datel of uy 
u1 icle wi.th. respoet to tho sale '!f which a tax ia impoeed b:t' UJat All 
or an u•sting rate of tax is mcroued by that Act, an (2) ado 
oontract does not permit the adding to tho amount to ba paod und<r 
orucb contract of the whole of such tax or increaaed rate of ta~, t1!<" 
(unlesa tho oontract prohibits such addition) the vondeolhall, on biG 
of tho vendor, pay so much of the tax as ia not so ~rmotted to 
bo Added to tho oontract price. 

':(b) T AX P AID TO VENOOR.-Taxos payable by the vendee ohalliJO 
pard to tho vendor at the time the snlo ia consumm•ted, and shill 
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be Uected and paid_ to th~ United States by the ':tndor in the II&IM 
:'ter u provided on toeuon 34G7. I n ease of failure or refuoal by 

.,. cend<e to ~y such taxes to tho vendor, the ~endor l!hall report 'l: ~. to the Commi111ioner who shall cause collection of JnJch taxes 1 be modo {rom tloe ,..,ndee." 10 
(e) U>"I!XI'OeED Mono11 Pooruaz Fn.xs.-&ction 3«3 (a) (a) (A) 

1 ohe l~oernal Re'•enue Code (rel•ting to crtdjto or refunds of t .. 
~0 msnu!octurer) ia amended by insertiog at the end thei'I'Of tho 
following new clauao: 

"(v) in tho esse of unexposed motion picture films{ 
used or resold for use in the making of new• roe 
rootion_picturo films." 

(d) CRF.ol'rs, AND TAX Fa•-. SAt.r.s_o~ Avro>tOntLr. RAooos.-Soct ion 
&H2,...,tion 3443 (11) ( t~, ""~ secbon 3~ (•) ( 1) nnd (2) .or tho 
Internal Revenue Code relotong to tax on cnse of snle of tor<s to 
JOAilUfactttrors of llUlomo iles, etc., and credit on sale) are omendl'd 
b strikin out "tires or inner tubes" w~ere,·er appearing therein a_nd 
J..ning ~ires inner tubes, or automobole radoos taxable undtr J!e<toon 
M(H1"· and by 'striking out. "tire or inner tube.:' where•er appearing 
tbtrei~ and inserting ""tire, inner tube, or automobile radio taxable 
aodtr e<ction 3401". Section 3400 (e) of tbe Inte~al Revt~~e Codtl 
as amended by this Act, ia further amended by stn~mg out "!•res ~"' 
inner tubes" where the phrase ap~ara the lirst hme and JMtrtrng 
'1i..., inner tubas, or automobile rodi~"; p~ragrapb (I) of "\'bote'· 
lion (e) of sueh seetion is amended by '"''orting before the .. nurolon 
"or, in tbe CI80 of automobile radios, ii sue!' radios ,....., tua)>lo 
under section 8401"· parngrnph (2) of subsecuon (tj of such ...,toon 
is amended by sc rfking out "tires or inner tubes whe!'tt'tr ~uth 
phnseappears and inserting "tires, inner lubes, or automobole radaos". 

SEC. 551. TRANSPORTATION OF PERSONS. ETC. 

(a) 'rho heading of snbclutpter C is amended to ren<l •• follows: 

"SUBCHAPTER D-ADMINISTRATIVE PROVISIONS". 

(b) Chapter 30 of the l ntenoal Re,,enue Code is amended by insert· 
ing alter section 3468 tho following new subchapter: 

"SUBCHAPTER C-TRANSPORTATION OF PERSONS 

"SEc. 3469. TAX ON TRANSPORTATIOX OF PERSOJSS. ETC. 

"(a) TIAN....,.ATJOJ<.-There sbal1 be imposed upon the amount 
paid within the United Sut.ea, on or after October 10, J~U, for l~o 
traru,']lOrtation on or after such effecti.-e date, of ~ryl"ns by raol, 
motor 'l'ebicle,' water, or air, within or without~· Umted Sui:.~ 
tax equal to G ~r centum of t~o a'!'ount so. paod. Such tas • 
•pply to transportation by motor vebocles h,n,·on~r .• pasoen~r aeata1g 
l'li)>Jicity of leas t.han ten adult passenge':lo mch.orung the driver, on Y 
whell such vehicle is operated on an estnbhshed lone,- _ _, b b 
"(b~ Ex£Atl'TION or Cr.llTAJN TnrP8.- Tlre tnx unl"""'v ,Y au ~­

lion 11) shall not apply to amounts paid for transpoflalaon wluch 
do no excood 3G oonts, to nmounts po.ld for commulat1on or ~~son 
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tickela for lia&le trips of If. thm thirty mUee, or 1o 

......... lltj 

for commutation ticbta for""" month or J-. llllloWita ' . 

"(c) Sun, Blll'l"llll, Erc.-Tbera lh&ll be impoood 
amoun.~ poi~ within t~e UD:ited Stata for -t.~nJ or aleep' upoo, 1111 
modat~o'!S m connecbon .,.._th transportation ,.,u, respo.c~ 'b: 
a tax 11 unP<*d bJ' IUI»ection (a) a tu equiYal&n~ 1o 6 _ w 
ofthumoun,eopoid. ,... ~ 

"(d) R&'roaNa AND PnlBNT.-The tuea imposed by !.bit . 
shall be paid by l;h~ person m•king the paymen~ oubj~ to ~ 
Each pereon rece.1vmg any payment specilled in subcoct' tu. 
(c) ~all coil~ the amount of the tax imposed from ~b~ (a) or 
making such payment, and shall, on or before the last day or': 
month, mako a return, under oath, for the preoeding month de 
tl.•e toxos eo oollooted to the collector in the district m which'b'·" 1!'1 
cop~) pi~ of bus~- is located1 or il he has no principal p1!":i 
busmess on t.l1e Un•ted Stata, to tbe collector at Baltimore, M"'1Jaod. 
Such returns shall contain such information and be made in IIIIQ 
manner ~tho CoDIJX!i.saioner with the approval of the Sec:retarw.,. 
by ~latJOIU p~be. ., 1 
. "(e) E""""!&O><s or Tna.-The Commiooioner.~ maJ' u1md tht 

lime for making ~ and paying tho tuea colleCted, under ...a 
S!:,• and rogulations as he &!>&II _tjfrlbe with tho appronl of tht 

ret&ry, bli~ no 111cb eztension be for more than ninety da~ 
" (f) Enx:Pnoxs,- ,. 

• 
0 

( 1) 0on:lll0a>o-r.u. 11DXPTJON~ The tax imposed by this e 
l!On aha!! not apply to l;h• payment for lr&NpOrtation or &ciJj. 

t•ea f'!~•shod to.~~ Uruted Stau.s, or to an1 State or Ttrri141y 
or,~hllcaiiUbdivts•on theraof, or the Dianct of ColumbiL ' 

(2) Exll>O"''lo>< OJ' >O'MBrP.s or xn.ru.u uarroJ.-
Tho tax imposed by this section shall not 
for transportation or facilities fnmishod 
providing for fares of not more than 1% cents 
blo to round trip tickets sold to personnel of 

Army, NavyJ>farine Corps, and ·eo~as5th~Gf.uf.•:rdr::i~5,~ form o( the united Statos at their 
ICJ!vc, fur.lough, or pass, including 
sh1pmen, uosued on presentation of properly• ~;~.~~~~~::~~ 

(~) STAXP TAX O>< PASSAOZ TTClaTS Nor TO A ux 
b:e •m~ u~dcr chapter 11 o.f the Internal Revenue Code on a 
l•clcet eold. or ll!SUed for passage. the amount_ paid for which;, tuahlt 
under Mct1on 84G9 of the Internal Revenue Code. 

(d) Tllclll<JCAL AlONO><ENTS.-
(1) Section M (a) (2) of the Internal ReY&nue Coda il 

amtnded blotriking out "sUbchapttnJ A and B of". 
• (2) Section 8471 (a) and (c) are amended by inlerting aflrr 
subChapte~ B" wherever occurring therein "or subchapkr (J'. 

(811:) Sect•on 3472 of the Internnf Revenue Codo is amondecl b7 
lltn •ng out "of subchapters A and B". · 

SEC. 555. COIN-OPERATED AMUSEMENT AND GAMING DEVICES. 

Subchapter A. of chapter 27 of the Inlomal Revenue Code is 
•mended by addmg at the end thereof tho following new pori: 

' 

: 
I 41 

pots. Lt. • .., 

"Part IX-Coia-()perated o-t ud Gaaiac De-11-
J 

"SflC. S!f1, T1f~t'zs_001N.OPEIIATED AJIUSEIDlNT AND GAJIJNG 

"(al RATC.-Every person who maintains for use or ('Uinits th6 
.,. ol, on any pla!"' or p~i80S occupied bY. him, a com-operated 
..,,..ment or rmmg deYIOO llhall pay a spetlal tu as fo)Jows: 

"(1)$10 ~r year in theca.se ofa dome defined in clause (1) of 
subsection (b) i 

"(2) ~per :year, In the ciM of a device defined in clau80 (2) 
of subs<!<ctlon (b) ; and 

"(S) $10 or ~0, as the Cl80 may be, for each add.itional device 
.., maintained or tho ueo of wluch is so permitted. It one auch 
device i& replaced b:r another, such other device shall not be con· 
sidered an additional device. 

"(b) DuurmoN.-A8 u&od in thil pan; the ttrm 'ooin-operatod 
amusemen~ and gaming detioos' means (1) so-called '.rin·ball' and 
ocher similar amUJ~ement machines, operated by means of the inaort.ion 
of a coin, token, or similar object, and (2) 9o-called 'slot' macbinea 
.-hich o~rate by means of inJertion of a com, token, or aimilar objoct 
and whicb, by application of the element of chance, may deliver, or 
..,title tbe ptreon playing or operatin__g the machine to .-in, cUb, 
pmniums, inerdlandiae, or tokons. Tbe term does not inelude bona 
&116 Tending machinea in wbicb are not incorporated gaming or 
amusement. fealUftl. 

"(c) Anucnu.rrT or Aoll<l>n"""'nvz PaovmoNs.-An operator 
of a place or p~m• who maintains for uso or permit.l the use 
of any coin-operated detice shall be considered, for the purpo8tS of 
subchapter B, to be engaged in a trade or business in reopect of each 
wch device. 

"(d) EPnOTIVr. DATil or Tu.-With respect. to tl1e year ending 
:uno flo, 1942, no ux shall be payable under this part for any poriod 
prior «> October I, I 041." 

SEC. 558. BOWLING ALLEYS. ETC. 

Subchapter A of chapter 27 of the Internal Revenue Code ia 
amtnded by adding at. tho end thtreof the following new part: 

"Part X-Bowi!Jic AUe111o ud Billiard ud Pool Tablee 

"SEC. SUS. TAX ON BOWLING ALLEYS. .AND BILLIAilD AND POOL 
T ABLES. 

"(a) RA'l'L-Every pe,_, who o~rates a bowling alley, billiard 
room, or pool room eball pay a special tax of $10 pe~ ~r for -h 
bowling alley, billiard table. or pool table. Every building or

1
P!!i" 

where ~!owls are tbroW'D or where gamee of billiards or pool are P. a;-1 
tJcept lD private homes lhall be rerrdod as. bowling alloy, bilhal'd 
room, or pool room rosj.ectively. . 

"(b) E'Pncnva DATJJ or Tu.-,Vith respect lo the year tnd!ng 
Ju,ne 30, 1942 no tax shall be payable under this pari for any penod 
pnor to~ 1, 1941." 

J 

' I 

1 
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SJlC. 557. USE OF liiiOTOil VEHICLES AND BOATS. 

Tho Internal Revenue Code ;. amended by inaerting after c~,. 
33 the following oow chapter: Pie 

MCRAPTER 33A-USE OF MOTOR VERlCLES AND 
BOATS 

•SEC. 8$40. TA.X ON USE OF liiiOTOil VEHICLES AND BOATS. 

"(a) I>!POemON or Tu.-Th~re shall be im~ up;cm tbell:!tol 
motor veh1elee and boats a tax, With respect to each year m wbiclt llldt 
use occu~ at the following rates: 

"(1 Motor vehicles::-.$5. 
"(2 BOATfi.-

"Over-all length 16 f eet or over but not over 2S foot 1:1. 
"Over-all length over 2S feet but not ov&r llO feet, $/0. 
"Over-all length over llO feet but not over 100 feet, $40. 
"Over-all length over 100 feet but not over 100 feet, SJOO. 
"0•tll'·&ll length over 11l0 feet but not over 200 feet, SllG. 
"Over-all length over 200 foot, $200. 

Such tax, in the CMe of a motor vehicle, sha.JJ be paid by tlle pora 
in wb- name the motor vehicle is, or is required to be, ~ 
under thct Jaw of the State. Territory, or tlle Diatriet of Cohunbiaia 
which IUch motor vehicle is or is required to be, ~iatered. S.. 
tax, in the cue of a boat, shall be paid by the owner orthe booL n. 
tax imPGeed by this aeeHon shall not apply to any use Wore Febrwy 
1, 1~, and use before such date shall not be considered to be .. 
within the meaning of this ~on. 

" (b) DunnnoNe.-Fortbe po.t'p06ellof thiseeetion-"{1) The term 'year' means the year beginning July I. 
" 2) T he term 'motor vehicle' means all motor vehicles of 

kin< chieOy u~ for highway trnnsport.otion. 
• (3) The term 'boat' means all boats by 

snil, or both, measuring sixteen feet 
owned by a citizen or resident o f the 

doee not mclude boat.; used chiefly for :;E~~~~;~~~:~~~~ or boats u8ed without profit by any 
religious organization eXclusively for 
relief to ..,amen, or boats used by th& 
the no, Soouts of America ehieOy for ... 
manslup. 

• ( 4) The term 'use' in the ease of the 1110 of a motor nlilr 
means use on the poblie highways. 

"{e) ~Tto>< or Tu~I£ in any year tho Jint 1110 of the md.ar 
veb1cfe or boat is after Joly 31 tho tax sha.J.I be reckoned prop><· 
t ionately from the first day of the month in which such u!!O ll«<" 
to and including the 80th day of JUD6 following. . . 

"(d) Q,.. PnvEJ<T Pmt YEA11.- If the tax tmpc.ed by thJO I!O<IIDl 
is paid witb respect to any motor vehicle or boat for any year,. 
further tax shall be imposed for such year with rtl8p6Ct to IJllcb rnotor 
vehicle or boat. . 

"(e) 'EvtnENCZ or TAx PATXP.NT.-Tbo payment of the ta~-~­
poscd by this !!eCtion shall be evidenced by such suitable s!.llrnp, ~"'''' 
or tng of such form, which shall be affixed to the motor velucle or 

lf'l'*-""ys.J 

. h manner, aa the CommiMioner, with the appronl of the 
..,.t 10 .ucma by re~latione prescribe. 

Y Cou.wn:o><.-Tbe pi~ t:ime, and mannu of 
~~~~;,'',1t the tax, and of fuinisbing such stamp, sti<l<tr, 

aa may be provided in regulations pl"e!<ribed by 

~{~i:~:~fu~~i~
1:! the approval of the Secretary. or POAT Orncm DuAJr'I")(E..~T.-The Commit-
to tho PoetmRSter General "·ithout prepAyment 

quanti!)' of atamps1 stickers, or tags to be distributed to 
on sale by p06ttn&8<era in lb& United States. Tho POflt.. 

15~~~.~~~~~~ mny requirc each such poslm..Ur to give additional 
;, 118 Jl(l8tmaster for the vnlue of tho st.n.mp•, sttekers, 

'•trms!l!~~ to him, und each such ~tmaster shall deposit the 
or t~gs ·: ~nlo of such stomps, stickers, or tags to the credit 
(""

1PJ" aocounts to the P ostmaster General nt BUCh times and 
~ ~::eh form as he mny by reg)llntions prescribe. 'f!>• Postm••t~r 
G 1 shell at least onoo monthly traciSfer all colll'Chons from tlltB 

•""" to I he Treasury as internal-revenue collections. Tho P~ 
"":sti'C6 General is authorized to cooperate to the fullest ex1Mt po8lllble 
m ith •u1e Commissioner in tho sale of such .tamps, sticktno, o r tag:a 
:nd in forwarding to the Conunissiooer or to .th~ collector of inle~al 
m"enue •uch blanks or forms as the Commissioner may ,determtne 
..-arr to the collod.ion of the tax. There are aulhonud to be 

ro n1ted such 1ume u may be n.,._.ry to enable th& Secretary 
:fPtbf 1'1-<asury to adnn<lO f:'Oill Lime to time to the P Cllitmast.r 
Gtneral such Bums •• tho Pootmaater General may ~how shall. be 

uired for the expenses of the PO!!t 01!-,ce Departme~t m pt'rf_orm1ng 
~the District of Columbio and elsewhcr& all servtllfS requu-.d by 

this section. If ' c · · 
"(b) s.~~. .• 0~ STA>fPS nr PRIVATil PEBSONS.- t"e ommi ... IODOr 

nn•idos for the so lo of starnP'!t stickers, or tags bY. pebol'80d• no.tthllit~o 
· employeea of tho Unit"'! Stntes be may requ.'~ n , wt . ! " · 

eient surctieR in n sum l.o be flxod by the Comrru.sstoncr, conc.ll~•onNI 
for the fnithful return, whenever required, ~f all

11 
qunnt:!;~ ~r 

amounts undifOposc!d of, !~n.d tor thcln)~henbc, or, .~.0~~~n"~i:h 1 .11~ amounts solei or not remtumng on han · o mm• 1 l 
1 

approval of the Secretary, may from timhe to ::!P'i~kg•o~u;~!':f.\:.; 
ttons as bo may find neoessary to •.nsure l e sa 
of illegnl use of all such fitomps,lltlckcrs,oAnr tags. r ble for the tax 

"(i) PI<..'<AIIT'I£8""' UNLAWFUL 0•£.- y pe1'801'1 .. h' I 
d h. . h ·r.; the use of the motor ve ICe 

un •• t 1s 90<'110n w o 1181'8 or J>!rml U be 'lty f a miadom•anor 
or boat before tax has been pa1d sha J,1 0 ore than $25 or 
ud upon conviction thereof shall be fi t::::h. mAny ptl'90n who 
imprisoned for not more than thirty days, or . when the stamp 
.,.. or openttt8 n motor ,·ehiclo or bolt at • tun!' bolt in th~ 
llicker, or laft dOtS not nppear on the m~or vchdl~ ~~bseetion (e) 
manner prov1ded in the regulations prescndhed un .!nvieHon thereof 
or (f) shall be guilty of a n1isdemoanor an upon 
shall. be fined not morc than $25. . h' ..,.tion sh•ll not 

"(J) EXZ>tl'T u .. .s.-The tax Imposed bJ t IS . United StRL ... 
apply to tho use of n motor vehicle or ~t by th~iticnl subdivis.ion 
Stnte, Territor~'. Ole Di•trict of Columb1n, or n J>O 
of nny of tho forcgning." 
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SEC. 161. UfiCIIYE DA~ OP PAJIT V. 

This part shall taka dect on October :L, lKL 

Part VI-Pro e dDC Tax oa Certa1a Oils 

SEC. 5U. P~D~&f.J'lx~JA?P PROCESSn;Q TAX TO GO.lll 

(a) Pu·>nNT ro Poe&!88lONe.--Ohapw 21 of the Int.emal Be,. 
Code {relnting to proeeamng tax on. oils) is amended by add in•: 
tho end thereof the followmg new seetton: -... 

"SI'l(). 2488. All taxes collected under this chapter with N!@J1oet, lo 
coccnut oil wholly of the production of Guam or American s..,01 or produced fl'Om materials wholly of the growth or producti111 of 
Gu•m or American Samoa, shall be held as separato funds and pajj 
to tho Treasury of Guam or American Samoa, I'Npectively. No Jllli 
of the money from such funds shall be used, directly or i:sdi 
to pay a eubsidy to the producers or proceeoors of copra, <OCOnat ' 
or allied products, ucer, that thie aent.ence ahall not be 
u proh.ib1ting th& US& o such money, in aocordance with~= 
p..-ribed bJ the Commissioner with the approval of the 
for the acquiSition or construction of f acilities for the bettu ~.; 
copra or for bona fide lOillS to copra produoera of Guam or AmeriCa 
samoa.» 

(b) EPFIIOJ1V& D.t.n: OP Ala:xnliONT.-Tbe amtndmtnt mado" 
this eection shall be applicable only with reepect to tuea eollodM 
after the data of enactment of thia Act. 

TITLE VI-NONESSENTIAL FEDERAL 
EXPENDITURES 

SEC. fOI, NONESSENTIAL FEDER.AL EXPENl)ITURES. 

(") Thoro is hereby established "committoo to investitiA> Federal 
expenditures (hereinafter referred to as the •committee" to be eom· 
poi!ed of (I) three members of the Senato Commit teo on inanco&nd 
three members of the Sennto Committoe on Appropriations, to be 
appointed by the President of the Senate; (2) three memben of the 
Houoo Committee on Ways and MeiUIS and three memben of the 
Hou!!6 Committee on Approl'riations, to be appointed by the Sl)f'llor 
of the Houee of Representatives; and (3) th& Secntary of tbe 'fnao. 
ury, and the Directo.r of the Bureau of the Bud~t. A vacancy ill 1M 
committee aball not alrect the power of th& remaining DltlJil>m II 
uecute the functions of the committee, and shall be filled in the~ 
man~ aa the original selection. A majority of the commiutt ~ 
~lute a quorum1 and the powera confei-red upon thtm by ""' 
ooct1on may be uercised by a. majority vote. 

(b) I t shall be the duty of the committoe to make a full ,.d 
completo stud:!' and investigation of all upenditures of tho Fed<;'~~ 
Go•·emment With t. view to recommending the elimination or reduc:tt~ 
of all sueh expenditures doomed by tho oommitteo to be non-nt 
The com~itteo shall report to the Pte6ident and to tho Con~ .tbo 
l'l'sult,a of Ita study, together with ita rooommendationll, at tho earli"' 
praettcnblo date. 

IJ'"-LA• _, 

< The committee, or an1 4u1y auth~riud subcommittoe thereof, it 
~ to hold such btannp, to IlL and act at web til!MII and 
~1• • to employ aueb experta and such clerical and ~r 1Miaant11, 
r-""uire b! subpena or otherwise the attendance of sueh wit...­'':ut ":\:. prodtldion of such books, papers, and d~to, to admin­i,..r sueb e»ths, to ta~& euch testimony, ~nd to ma~ sueh upendi· 

rtS as it doeml! ad••taable. The proviSions of sections 102 to 101, 
l::Oiusi<e, of tJ,., Revised St~tutes shall apply in case ~f any failure 
of nnv witness to comply with l!'Y su~pena, or to teshfy when sum-

01.,.a under the authortty of th1s aechon. 
m (d) Theconunittoc is authorir.ed to utilize the serricos, information, 
focihties, snd J>ereonnol of tho departments nnd agencies of tho 
Go,·ernment. . . 

(e) There is bet-eby authorized to be approprtated, tl1e rum of 
s1o,OOO. or ao 111ucb t,boreof as may be necessary, to carry out tho 
JH'O\' isions of tlus sect ton. 

(f) All ~uthority conferred ~y this section shall terminate upon 
the ,.,bmisa1on of tho committee 1 final report. 

5rc. 002. Section 1803 of the Revenue Act of 1918 u amettded, 
is am<!llded bJ striking out "President of the Seoatel. ..-~rever it 
appears themn and inoerting in lieu thereof "President pro tempore 
of ihe Senate". 

TITLE VII-CREDIT AGAINST FEDERAL UNEM· 
PLOYMENT TAXES 

SEC. 70L CREDIT AGAJJ;ST FEDERAL UNEMPLOYMEliT TAXES. 
Au.owANCJJ or Ck!l)tT AOAlNST T.x roa 1936, 1937l.A><D 1938.­

the tax imp<l6ed by section 901 of the Social ::;ecurity Act 
the cnlendar yenr 1930, 1937, or 1938, any ta~payer sltall be 

.lo"·ed erodit (if credit ia not allowable under seetton 902 of auch 
Act) for tho amount of contributions pnid by him into an unemploy­
ment fund under a Stale Jaw-

( I) Before tho sixtieth day nfter the d•te of t\1• ~nnct.me~t 
of this Act if such credit is claimed before the exp1rat1on of ••• , 
months alter auch dateofenactment; . 

(2) Without J!gt'rd to the dote of pnyment , w1th ...,.p<et to 
wages paid afttcr Siptomber 19, 1939; 

(3) Without regard to the date of paymenl, if the .... ts. of 
the taxpayer are, at any lime during the fifty·n!n•doy .J>enod 
following aueh date of enactment, or were at any tune durmg !h• 
period August 11 1939 to October_ 81 1939, inclusive, or ll1e per1od 
October 9 11140, io ~mber 6, I~NU inclusi~, in the e'!stOdy or 
cootrol ol a receiver ti'Witte, or other fiduc1ary appomted by, 
or under the control ~f a court of competent ju~sdiction. 

TI1e provisions of the Social Security Act in fom; pr~or to Februa13 
It, 1939 (e.xoept the provision limiting the cred1l to amounts pat. 
before the date of filing returns) , shall apply to allow~ce o! cred

1
•t 

under this subsection; exoept that the amount of cred1t a~;~~mat t ;" 
tu for the calendar year 1986, 1937, or 1938, for c:on~r~bullons P••d 
after December G 1940 shall not (unless the cred1L 1S ollowable on 
•<C?unt of p•rn~ph (2) or ( 3)) exceed ~ per centum of the a moun~ 
wlueh would have bean nllowable ns credtt on occount of such con 
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lributiona had t.be;y been paid before the laA da7 upon whiol 
tupayer wu "'J.Utred under aection 806 of -" Ac4 to !lea 
for auch year. Tb& tenna uaed in th;.IU'-:tion ahaJJ ha .. U.. ...... 
moaning_ u when uoed in title IX ofiUch Act prior to F"'-..!""t 
1939. The total credit allowabl& against the ta:r impoeeci!;->" .ll, 
901 of such Act for the calendar year 1886, 1937, or 19a8 ~ 
uceed 90 per eentwn of aoch tax. Ill 

(b) Au.owANoe OP Cul>l'T AOAtJ<er Tu 1'011 1939 •Xn 1~ 
A&ainlt. the tax imi>C*d by tbe Federal Un61Dployment Tax Act 1 
the cal~ndar year f939 or 19{0t any taxpayer ehall be allowlld ...,;: 
(if credit is not allowable unaer section 1601 of such Act) for 11o 
amount of contributions paid by him into an unemploymoot flu.! 
under a St .. to lr.w-

(1) Before the sixtieth day r.lter the dato of the onaotmoDtof 
this Act, if such credit is claimed before the expiratiOD of til 
months after such dat& of enactment; 

(2) Without regard to th& dato of payment., if the -of 
the taxpayer ""'• at any tim& during the fifty·ninHay l*ioi 
following such date of enactment, or were at any t.im&du""cllo 
period from the last day upon wllich the taxpayer wu nqoini 
under eection 160l of th6 Federal Unemplo~t Tax Act to Q, 
r. return of the tax against which credtt ,. claimed to Jilt a 
next following such last dayt inci.W•e, or (in the caa of mili 
againlt. th& tax for the calendar~ 1939) the pcriod ~l 
1&40, to December 6, 1&40, inclusne, in the eul!tOdy or CCIIIJol t1 
r. .--iver, trustee, or other fiduciary appointed by, or uDder llo 
control of, a court of competent juri8dict1on. 

The provisions of the Federal Unemployment Tax Act (excepi~IOIIIioo 
1601 (a) (S) ), ineluding such proVlSions as modified 
(c) of the SOCial Secunty Act Amendments of 1080, 
allowanco of credit under thjs subsection. Tbo amount of 
against tho tax for the ealendarl.er.r 1089 or 1&40, in the ..,. 
contributions paid after the last ay upon which tho taxpayer wa 
required under sectjon leol of the Federal Unemployment Tu Ad 
tu 61o a return for such ycart shall not (unle&ll the credit is allowolit 
on account of paragraph (2J) exceed 90 per centum of the ll!llll1lll 
which would have been allowable as credit on account of •uch coaai· 
bu~iona had they been paid on or before such last day. The In? 
used in this subSection shall have the same meaning as when u...t• 
the Federal Unemployment Tax Act. The totar credit aJ)On)jt 
again!t the tu impoo;ed by such Act for the calendar year 19119 • 
1&40 ehall notexc:eea_oo per centum ohueh tu. (cl REnnm.-Renmd, credit., or abatement of the tu (~adD( 
Jl'"DOllY and interest amm I or collected with N)l6Ct thertto, 1f uy~ 
baaed on any credjt allow~tbl& under su~t.ion (a) or (b), 1111,.. 
made in aefi>rdanee with the provisions of law applicable i~ the..:.:! 
of erroneouo or illegal assessment or collection of the tax (•.ncl,...... 
statutes of limitations). No interest shall be r.llowed or p&~d 011lllr 
amount of any such credit or refund. On and afur the data of tilt 
tntLctment of· this Act no refund, creditc

1 
or abatement shall be·~"") 

based on tmy credit allow•ble under section 810 of tho Revenue f ~ 
1038,8Cction 002 (a) of the Social Securitr Act Amcndm.nls o · 
or section 701 of the Second Revenue Act of 11)(0. 

Approved, Sept. 20, 12.15 p.m. E. S. T., !&41 

' 
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Mr . Foley took the orlfinRl to the 

eroup meeting at 10 o'clock todal but 
bro~ht it back marked "not used 

-~- ·-
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St•ret&rT w.r,enlbaa 

E. 1! . Jlolq, Jr. 
October 29, 11141 
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You rtqueate4 1eaterda1 tkat I glve you a table o! the 

ap,ropr latlona pr11ent11 nallabh !or detente procureNnt an4 

relt ltd ?UI'POUa w:•!.th the Pr esident 1a author h od to t rana!er 

ad=b iltratlTely t o ~ u l atlng •zene7 o! th.e :=-onrnunt or to 

a:q on a1 ene1 whlch rJ&1 be ertlt.d, 

l have had a oare!ul lt&rch aade of all the a?propr l ation 

at la ~aaeed dur ing the laat ••••ion o! Con r••• ~~d during t he 

?reaenl aetalon, and I at tach a table t hawing (1) lbe appropriation 

aelo contain1nc appro~ri• tlona of ~~ ia character, (2) the oriclnal 

&:;aun t of uct. auoh appropr latlon, and (3) the c ount of each 

1uch • i'rror r letlon at11l nallablt for tranater by the ?resident, 

l.aut on t nt but 1n!oi'JI&t1on obtaina.~ h wilh1!1 L la Oepart::ent . 

The total e=ount preaentll 1vailable f or tranal er b7 ~ 

' reaide.nt i t approsl•ttl7 $8, 768, 000, 000, 

Tou will note, however, that uoat of t he f unca m.i oh are 

proaently avai lablt ! or trans! or •ere a :~pro!lrlA ted by the two 

Lend•! eaae Appr opriation Act a, the wooond of ,., i cb ••• • l&ntd 

b1 t~c • ruidont onl] 1e1terdq . 

• 
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fte ap,..,..1at1 .. wb.lM Mft \ ...... t• ._,.,. te 

\M Alfll• lla'f7, Mar1U.. eo-leal-. ad etw apu111 uA 

Dep&rt.~ata of tlae a.. ..... t an aet &ftlla\le t• l:aelllt11'1 

tnu!er. There 11 DO c•eral ,...,. 1D the Pr1114ellt te tnu­

ter approprlatl ... 

The brief U• nal l&ble bu neMaearl l.7 oOD.cl1t1011M the 

~aettr of Olll' aearoh. 'out I 'oellen tbat for praotllll pur­

po•n the Uat. of approprlatl .. ••J .. t t.o P1'1114entlal tranalw 

1a oo11plt t.e. 

~ • 1) .... fl . r. ' J r; 
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we .... 

..... l=f ,. ... "*t4tA~S.."- ... 
(~~~We AU llllp,l-W .. ,r.,n.u. 
""" ltu (I.a. ,.., .,. .... , 

1ft rll-. u, 1t£0 (54 ... '- ., 
Wlr~? I I,_.,_.._ 

''·"···-
• x,ooo,ooo 

• 66,000,000 

.,.,... 1, 1141 (,... ... 9, .,.. o.c.) • , ,ooo,ooo 
lleotiac .., a • ,.... ,_ * ........ 

t1 AprU 51 1941 (M • ... "• n. o.c.) • 200,ooo,ooo 
~ .. a",..,_.._ 

Proel141n.•. 

ot.., 24, 1941 (M • ... .,, .,.. o.c.) • u,ooo,ooo .....,'77 a.,,....,_.._ -.-.·. 
Wlel..., ~~\Ia An, 1141 

lt. lliD, 'rNI O.,o) ..... t 1 ... 
t• D IS 1U D I I .. . 

• ,..,.,.,,ooo 

Nl: 

158 
.. , 9 .. *'-

'M!'' .,, •. 

• 2·"'······ (1) 

• ,.,6lt,m U) 

• ,,,.,,,., (4) 
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fJ s:'!GIAL SfCIIRITY ( CO'IPULSORY SAVINI}S) 

Present : 

" · ' '. Jr: 

•arn~rd : 

0 nul : 

Pnrn• rc : 

Jlr • Barnard 
t!r . Foley 
l!r . Sullivan 
t•r. Buffin;;ton 
l.!r . Knees 
!.~r . Gaston 
t~r . Tarl eau 
Mr. Shere 
Mr . Plough 
l.!r • I: roves 
Mr . White 
Mr. Friedman 
Ur. Y.uhn 
Mt·. Paul 

I dicn't exaggerate when I said a public 
meeting, did I? •:.here i s the press" 

The only fel low that is missing bed to go 
home . 

I see . Randolph Paul stuck it out, did he? 

Yes, sir. 

Paul Shoup asked me to convey his re,; re t s that 
he coulcn • t be here. 

I see . 11'ell, do you ,.,ent to read it out loud? 

Regraded Unclassified



Pa••nard : 

P. .".Jr: 

- 2 -

I will read it if you like. 

Yes . 

"Preliminary Report of Anti-Inflat i onary 
Tax- Saving Plans 

"Nature and l!.agni tude of Problem 

160 

The minimum amount of deduction from incoae of 
consumers requirec! to prevent inflation of 
~~ or ~or~ by June , 1942 over June, 1941 , 
ts $6 btllton . The computed maximum required 
is $9 billion; but it is possible th~t this might 
be exceeded. \', e have consi de red means of 
direct taxation- savin& control v:hl.ch at most 
only r1ould a \ tempt to 1·:1 thdraw the minimum 
required , i.e., $6 billion. 

"It is aereed that any di •·ect t nx- savinE ple.n 
to control or minimize inflation should be adon-
ted and made effective as soon as possible. · 

"Social Security Fxlensi on 

It is a:reed the t the proposals of the Social 
Security Boa rd y;ith respec t to the extension 
of old- ege and sul'Vi vor insurance, and r.i th 
respect to unemnloyoent insu1•ance should t-e 
accepted; and t~at t he proposals ~ith respect 
to hospitalization and s i ckness insurance 
and general relie f 5houl d re t•eject ec . ':'he 
pronosals thus apnrovcd Involve increases of 
payroll taxes of 1~ for e~nloyers and of 2~ 
for employees , OJ' a total ildo ili onal rate of 
3%. For the first f ew years t hese :ates 
involve an incre1se of excess collections of 
a~out $1.7 billions . ror our purposes it 
was assumed that the immediate (cut not 
permanent) anti-inflet~onary effe~t of ~he?e 
1ncreesed taxes is equ1valent to .:1.7 btlllons 

• 
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Ba rnard : 

H.!!. Jr ~ 

Par~ard: 

Paul : 

~arn~rd : 

H.l '.Jr : 

Barnard : 

~arnard: 
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reduct ion of income. This would leave $4.3 bil­
lions to be subtracted f rom income by other 
methods . 

"It is noted that although the predominant 
opinion is as stated above, the acguiescence 
in the social security program is oased on 
general considerations ; and that some of us 
regard the plans as positively unsound and 
inadvisable. under present conditions . 

"If the proposed Social Security taxes cannot 
be effective before 1943, they cannot help 
in the immediate inflation problem. • 

Can I stop you there a minute? 

Yes , sir . 

When you say that "some of us rego•·d that," 
is there a minori t y report on this? 

No, not on that . 

Not on this subject. 

Not on that subject. 

I mean, who regards it as unsound and inadvis­
able? 

Well, I am one . 

Oh, you are one? 

Nnt greatly so , but I ~~uld much prefer to have 
that amount of tax handled by other methods, 
either di rect saving or direct revenue . 

But When you say "posi tively unsound and inad­
visable; that is pretty s trong language. 
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Rarnard : 

!U'.Jr: 

Pamard : 

H.l!.Jr : 

Bamard: 

H.li . Jt•: 

Bamardt 

H.M.Jr: 

162 
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Well, I object toit too, but not on the ground a 
of unao~mdneas , 

Well, I would go back, but I was just trying 
to get the thing, 

The moat positive opinion on that was Kr, 
Anderson, who unequivocally, and definitely, 
and positively didn't like it. 

He didn't leave any memorandum as to why'? 

No. 

Tell, that leaves me in the air. All right . 

"Tax and Compulsory Saving Plans 

Assuming the adoption of the Social Security 
program as above, the amount of spendable income 
further to be token to meet the minimum require­
ments is not less than $4. 3 billions . It is 
agreed that to accomplish the purpose severe 
restrictions of spending in low income groups 
is necessary and 1n the interest of persons 
in these groups. Thet•e is some disagreement 
as to the desirability or feasibility of 
securing the desired S4. 3 billions by a 
combined compulsor1 saving-tax-at-the-source 
plan. The plan which moat nearly represents 
the views of all will be atated fi rst, then 
three alternatives considered and meriting 
attention as making clearer the practical 
problem. n 

Just e minute, please. 
is the preferrea? 

Yea . 

All right. 

All right. "A" 
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The least disagreement from this plan of any 
that you state . 

"A new 12i% supplementary individual income t ax 
on all sources of income, withheld at the source 
with respect to salaries, wages, dividends , 
inte1•est and royalties . The proceeds are to 
be allocated in the amount of $500, 000, 000 
to s~vings confined to withholdings at low 
income levels . The exemptions are to be 
lowered to $500 and $1,000 for the nresent 
$750 and $1,500, and $300 for depen~ents 
instead of $400. " 

~bat does that mean, "The proceeds are to be 
allocated in the amount of $500, 000, 000"7 

It means we would call savings five hundred 
million of the total, and we would give those 
savings to those in the very low income brackets . 

How would you give it to them? 

The detail hasn't been worked out. I am just 
trying to do it . 

I see. 

You would pay that back, ~. Uorgenthau, give 
it to them in some form so that it could be 
paid hack in the post-defense period, and 
therefore that retum would be somewhat infia­
tionary when we have a deflationary period. 
It would serve a double purpose . 

You take from all now, and give back only 
to the people in the low income groups in 
the post-war period, isn't that right , Ran­
dolph? 

Yes . 

" 
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That is essentially the first feature of 
the plan I put up. 

"This plan would produce $. 5 billions saving 
plus $3 .1 billions tax revenue, or a total 
of about $3.6. This is $.7 billions short of 
the required amount . 

"Details of the plan Bl'e given in Appendix A. 

"b. l!axilliWll Plan Considered 

"15S withholding tax, on reduced exemptions as 
under (a) above, about $1. billion to be treated 
as savings , giving $3.3 tax revenues. Total 
withdrawal $4. 3 billions , or the required 
amount. • 

Under the assumptions stated, these two alter­
natives were s tated and have a good deal 
of sympathetic consideration by some. 

"Either 15% with exemption as in present law, 
or 10% on lower exemptions as above. The 
~1thdrawal would be about $2.8 billion in the 
first case and about $3 billion in the 
second . This would be about $1 . 5 to $1.3 short 
of the required amount . 

"d. Straight payroll tax at 5 or 6% plus 
withholding tax on other income st a higher rate . 
By varying the percentage or the exemption this 
would give various amounts, And could be made 
to yiel d more than requi red. 

"Other tax plans 

"It is agreed that additional taxes and changes 
in other taxes are desi rnble as a part of the 
program, though it may or may not be desirable 
to separate them from the withholding t ax 
plan 1n the interest of speedy enactment of 
the latter. Some of these proposals would be 

. 
• 
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H.l',Jr: 
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directly valuable in inflat ion control , others 
would be desirable strictly for revenue reasons ; 
and as a whole they are desirable to secure 
a better balanced tax system and for reasons 
of morale and public support of the withdrawal 
tax . 

"A list of these proposals, under consideration, 
is given in Appendix B. 

~ther Controls of Inflation 

"It is agreed that the cooperation of other 
agencies should be secured in the restriction 
of consumption, such as the limitation of 
inventories, the further restriction or elimi­
nation of installment buying, and restrictive 
allocation of raw materials combined with price 
control. 

"Control of Expenses 

"It is also agreed th11t effort to secure the 
reduction of Federal, qtate and t!unicipal 
expendi tures is important in controlling 
inflation. • 

Well now, I take it what you are ~iving me here 
\s a sort of report on a little btt of every­
body, is that right? 

~ell, it is not too far away from a pretty 
general agreement of about everybody th~t has 
been brought in on this thing, but I think 
it raises a ques t ion - -

Let ' s start with you. V•here do you stand, 
i f you don ' t mind my asking? 

I cAn tell you where I stand. I would have 
dr~ped this "b . Yaximum plan considered~ 
15~ withholding tax on reduced exemptions 
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and with at least a billion of the savings 
probably a billion and a half, a ver,y sub-' 
st ant ial element of savings interest, 

I don ' t quite understand the language. 

I would adoft a fifteen per cent withholding 
tax on all 1ncome , 

I get that, 

And I would allocate a part of the payment to 
savings and not to tax revenue. 

You mean, to be refunded? 

To be refunded afterward, and I would make that 
a substantial amount and concentrate i t on the 
lower i ncome groups . 

Now that is where you stand? 

Yes, sir. 

Let me get the outside people first . Paul, 
how about you? 

r.ell, I am in the group tha t is for t~e.lowest 
plan, that is, the lower alternative, c on P!lge 
three . 

When you say "group" 

There are several that agree with me on that 
lower alternative . 

Would they mind being naaed? 

I don't believe so. l.!r . Foley, )f.r , 1'/hite, Mr. 
Kades, Ur. Haas, Ur. Morris, and I don' t know 
about John. We hadn't had a chance to talk 
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to him this morning after we formulated 
these final ideas , I think tnat is pretty 
much the group. That is all we have been 
able to focus so far , 

Kr. Groves has one poss ible difference, 

Well , that is an important difference. We 
prepared a memorandum setting forth our 
views, Ur. Morgenthau. 

Ynu have a memorandum? 

Yes , 

That memorandum he was referring to, Yr. 
Tarleau and Yr. Blough and I were preparing 
a slmila.r memorandum. •here is practically 
no difference in the general t ~x program 
between the one that Mr. Blough and J.!r. 
Tarleau and I are recommending and the one 
that they were working on. 

Now, wait a minute, I am a little dizzy. 
I mean, is Paul on two sides , ia he in two 
ae.oranda or are you in two memoranda? 

No, we happened to prepare separate memoranda, 
the way it worked out, and Yr· Sullivan says 
the two memoranda are substantially the same. 

Supposing you give me what is in your mind 
and then I will ask M.r. Groves, and then I 
will come to Kr. SUllivan, how is that? 

The simplest thing to do would be to give 
him my memorandua. 

Yea, have you got a copy of it? 

I haven't got it, I gave it to John. 

• 

• 

/ 
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Here is a copy (handing copy to the Secretary) . 
I received that thirty mlnutee ago. 

Jll right . Well, Paul, supposing you read it 
for me , will you~ 

Yes, I will be verr glad to. This program 
consists of three parts . The first part to 
become effective January 1, 1942. "!" under 
that part, "! 1~ withholding tax upon all 
indi v1duals measured by 

"1. incoce from all sources (e .g., ngea, 
salar1es, dividends , Interest, rents, 
royalties , etc. )" 

That would be after personal exemptions now 
provided under the income tax, that is seven 
hundred fifty dollars for a single person, 
fifteen hundred dollars for married people, 
and four hundred dollars for each dependent. 
That plan would have provision for repayment, 
that la, a compulsory savings fea ture in part, 
after the emergency to those in the lowest 
brackets . 

This plan would yield two billion seven hundred 
million dollars . 

Part two, also to become effective January 1, 
1942, a payroll increase which i s very much 
the same - I think it is exactly the sme as 
Kr. Barnard outlined. That would increase 
revenue one billion nine hundred million, and 
as Ur. Barnard previously explained, in the 
early years of operation it would have a greater 
effect on inflation than in later years. 

Now, we regard part three as very important 
if we are going to sell part one and part 
two to the country, because parts one and t wo 
come very heavily upon lncomea in the lower 
brackets, and I think we have got to show that 
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we are tackli ng the other, higher incomes 
and also t hat we are trying to get a sound, 
well-balanced tax system, and so we have 
listed in part three various items designed 
to that end. 

The first is an excess profits tax revision 
which has the feature of adding the tax under 
the invested capital method to the tax 
under the average earnings method, and 
dividing the result by two. That is an 
obvious compromise between those who don't 
like invested capital and those who prefer 
the present income credit idea. 

8, manufacturers' excise t axes , increased 
to discourage purchases of goods competitive 
with defense articles . 

C, Estate and gift t ax revision in rates along 
the lines of the Treasury 1941 proposal, and 
addi tional revision to prevent avo1dance 
by life insurance and powers of appointment. 

D, the elimination of tax exemption of holders 
of future state and municipal securities . 

E, the elimination of discrimination in 
favor of community property states . 

F, reduction in depletion deduction. 

G, revision of capital gains tax provisions . 

H, taxation of life insurance industry, thirty 
billion in assets and six billion in tax- exempt 
income, as things now stand. 

I, the elimination of tax exemption of dividends 
on stock issued by Federal Reserve Banks, 
Savings and Loan Associations, Farm Loan Banks, 
~~nd so for th. 
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J, the equalization of the status of dividends 
and corporate interest for deduction purposes 
and finally, under K, a number of things Whic~ 
we considered too unimportant relatively 
to list t hem in detail, but all designed to 
prevent tax avoidance and promote an equitable 
incidence of the tax. 

Now, that plan is agreed to end has the endorse­
ment besides myself of Mr. Foley, and Ur. Groves, 
and Yr. Morris, and Cr. Kadea. 

Yr. Groves makes the important reservation 
that the exemption in part one A two, that is , 
the seven hundred fifty dolls• and the 
fifteen hundred dollars should be lower, 
and that the rate of fifteen per cent should 
be reduced to t r.elve and a half per cent . I 
might add that this paragraph from the memorandum, 
"In order to show that tne Treasury is 
contemplating a balanced program not unduly 
burdensome to the low income groups, we are 
strongly of the opinion that the separ~te 
par t s , " one, two, and three , "of the plan should 
be presented to Congress at the same time, 
with a recommendation that part one be taken 
up immediately, • and that, I am sure , Ur. 
Sullivan agrees with . 

Yr. r,roves, do you want to add anything? 

Yes, I would like to add Just a word about the 
supplementary part of the program. I presented 
the thought this morning, although I think it 
was a thought too complicated and perhaps too 
violent a change to put in this report , but 
I presented the idea this morning that 
the supplementary program should have a few 
major changes . That is, we come in with the 
withholding- tax and an anti- inflationary 
measure. Then we come in with a supplementary 
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program which is designed for fiscal adequacy 
and for a balanced tax program, Now, what 
I should atreaa in there are t he following 
two or three things, First, the idea that 
the indiTi~uala aliould pay upon all of their 
incomes. here I would i nclude the tax 
exempt security program which the Treasury 
has already endorsed, and I would try to 
make a combination of the excess profits 
tax along the line of the Treasurf' ' endorse­
ment, and the idea of taxing the ndividual 
upon the pro- rata share, whether or not 
distributed with corporate income. 

That is, so that all of the undistributed 
income goes through the individual tax mill. 
I think that is an important thing to accom­
plish, and that now is the time to do it . 

Then I would raise the individual surtaxes 
aa suggested somewhat and perhaps make this 
idea of taxing undistributed income to the 
individual an alternative to this excess profits 
tax program. That is, take one or the other, 
A or B, subject to t he choice of the corpora­
tion. i, a very severe profits tax program 
along the linea which the Treasury has supported, 
and B, a tax on the pro-rata share of the 
individual's income, so that you could then 
go with the proposition that you have got 
a stiff individual tax program and that all 
of it goes through the mill, and that 
everybody- it is an all out program. Every­
body is asked to contribute and at the same time 
there are imoortant concessions in the upper 
brackets as well as the lower brackets . 
That would be my general approach to the thing. 

Well, I am listening today. 1 am not a:guing. 
I mean I am tryin~ to - I mean, my silence 
doean't mean anyth1ng. I am just tryi ng to 

• 
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cet the pulse, ~ecaus e you people have been 
li vin.; with thi. s now for o. v. eek or ten cays. 

John? 

V:ell , as Randolph tolcl you, we are i n sub-
3tantial accord on the ceneral pattern . ! 
think that_ it r:ould be fol l y to ~;o up to the 
'-ongress mth JUSt a withholdin" tax and an 
increase in Social Securit]. That woul d ~e 
entirely too lop- sided . It Muldn ' t ee r:ell 
received. 

On t he otile r hand , we need to have that nart 
Of the pro~rao enacted quickly, and I.e cannot 
have that nangin"' around up there \\hile 
a two-mont!ts fight on t nx exempts and ano ther 
mon t h ' s fi ght on community property is going 
on, llnd i t seemed to me tha t at the t ime when 
you talked with the rankini; leaders of the 
two commi ttees, you could outl ine the en t i re 
program and ins i st thnt when you go up there 
on anything you pr c3ent the entire program 
and then if t hey think r;e can cet better 
action by spli t ting it up, all ri~;ht , obviously 
the number one thing t o zo ahead on is the 
r.ithholdin"' taxes, have t hclll enacted and have 
them effective v.i th i n two or three v.ee:Cs aft er 
enactment, so t hn t we can icmediately siphon 
off that increased purchasing po~<er . 

On all the !'es t of the program, r.e are almost 
in entit·e accord , and it is funny that this 
group should be in one rooc r1ri ting out a 
memoranduo and we should ~e in another r oom 
'lll'i ting out a memorandum, anc we co!!le out closer 
toge t her t han I have ever seen any e roup on 
any part of a t ax program. I t doesn't seem 
right . 

It wasn ' t i ntentional, Mr. Secretary, we t r ied 
to cet him. 
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~t he was busy writing his . 

! don 't thi nk he means that , does he? 

I don ' t thi nk he means i t. There 11ns no 
slight i nteniled . 

You don't mean it wasn ' t right , do you? 

Oh, not at all . I mean, it doe3n ' t seem 
na 'ural . 

1.73 

No, I didn ' t get i t, I just didn 't ~ant the 
Secretary to :;et it. 

~rom the wor ds , "it doesn ' t seem ri&ht , " I 
knew he meant th•t lt seemed unnatural. 

I bad never seen such suhstantial n:ree~ent 
among such a large croup of peopl e 11orklng 
on t axes since I hnve h~cn here . 

!lay he t he people 11 ho don ' t a:;rcc dropped out . 

Oh, I oon't know. 

'lo , that isn't so . Hy name was included 
in these things the;: are tal kine a t out. n?w· 
I an 1;i th them on it . I have no op;>os1hon 
to it, in the l east . I hnvc just acted as 
an umpire , is the t·eason I am not on the 
list . 

I nm sorry, I don ' t heRr you. 

I nm not in iii sagreement VIi th what they say 
on part t hr·ee at all. Hy name is~ ' t li s ted 
in eit her one, I r;uess , but that ts just 
inadvertent. 

\'le addressed the memorandum to J,!r , Barnal'd . 

. 
• 
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Yes, hut it just came ln. It was not prepared 
until a minute or two ago, but there is no dis­
agreement, I don ' t believe, of any substantial 
amount on t hat feature of the t hing. 

You see , our morning meeting broke up after 
twel vd and then both of us did t his afterward, 
and we just hadn ' t hRd time to get around . 

Kow, the place ~here I do part company with 
them on this whole program is on enforced savings 
and Mr. Shoup, Ur. Morris, Ur. Blough, and Ur. 
Tarleau, and Mr. friedman, and I feel that 
this coming year is probably the easiest ne 
will have for the next four or five years, 
and that once we start enforced savings, it is 
going to be harder sledding all the way along 
the line, and Yle don' t think that in this first 
hard year is the time to start giving away 
sets of dishes or cigar coupons . I fee l that 
once you begin that, you have opened the door 
to something you will not be able to control, 
and they agree with me on that . I think the 
other fellows feel that if thi s were very much 
higher than twelve and shalf per cent they 
would feel even more strongly that there 
should be compulsory sqvings and that a larger 
proportion of the total collection should be 
allocated to compulsory savings. Isn' t that 
a fair s t atement, Harry? 

~ite. 

I would like to make my position clear there, 
since I have started this . If this whole 
thing were really up to me, I mean, I was the 
executive r·esponsi ble, I would agree with t hese 
men as to the question of action . I would dis­
agree with them in principle . I don ' t think they 
have opened their minds far enoufh to see the 
broader problem invol ved . 1 don t t~nk they 
are taking into account the broad soc1al 
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or ani zation of t he country to the extent 
that i t ought t o be end should be by t he 
~avings metho~ , and I think in the long run 
l f yo~ ~re :;o1ng four 01• five or six years , 
t~e rltfl erences f r om their ps•esent point of 
v tew woul dn't be material in t he total si tua­
tion, whereas f r om my poin t of view, the dif­
ference~ TJOuld be very c reat , but I r:ould go 
along w1th the~ ~o~pletely as to the Question 
of 1·.hat do r.e do now. I hnven' t been ·able to 
sell them on a single feature of it and if you 
can't sell your proposition mayhe you are :·.rong. 
[ -r;ould ;:o along with them if you have .;ot 
to take ac tion, and I think ~ettin~ action 
hes·e is far more important than any other con­
sineration at the present, so I don ' t think 
thes•e is any real disacreement htr.een me and 
them, except on what you might call the aca­
rl emic aspect for a moment . 

Now l'lait a minu t e, let me just see if I umies•­
s tand it . i'.'hat you nre so:rl nf, is this : you 
relieve t hat the imnortont Lh•n~ is •ction, 
end theJ•efore tht 1•e ·should r;o alon£ r.i th this 
pro$ram a co::~Hnation of a 1·.i thholt'in£ tax and 
3ocul Security end the rest of it . B•1t I 
still don't ~ct. dty, in terms of five or 
six yea1·s - ~~hat featur es r.oulc you include 
i r the thine; rested solely ni th you? 

I would include very ouch core enforcec sav­
in~s . I r.ould find' a rensonably ~racticable 
method to tnke up pnrt of the incre~sed 
incooe status of vnrious clnsses of people 
as time goes on, aro I r:ould hope to get a 
fu1•ther infl ationary contr•ol as time •;.ent on, 
by that method. ThcJ•c ar·e ol:jections of a 
practical cha r acter t o it, ana one i mp?rtan t 
one o.t least of pJ• incipl c . The objectlo~ 
of pri nciple is, that tends to fl'ce?.e thlnt;S 
\\heJ•e they a r e . I think tl.e kind of a party 
v.e are going into, you hnve cot ~o co a l ot of 
freezing . You have got t o do nu1te a ·l ot of 
harsh treating of people . If 1·.e tiel too far 

. 
• 
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in the quest ion of theot•etical e-:ui t y - ~. e 
ou.;h t to do as l:\Uch as we cAn, tfiou;:;h - · .. c 
,re r;oing to miss the roatn \oat ·. e • ••e up 
a:;ainst . You can ' t •lelotc 1.hen you take an 
•• t'tlV i nto 1-Bttle v.hich fe llow is -oin- to r-e t 
ltilica , ani! I th ink we ~re in that ki~il of~a 
:;i luat~on,_ anc I niscount , perhaps too l!eHi l y , 
thf ~t~ e?t1ons o~ th~ reople here on tt~t side . 
I t!un" d.' I :-et an tn c:·~· se o:' a thous~tnd 
collllrs in inco!!:e , I ou,:ht tole c:>::;:c lee 
t o r;ive up r~rt of it, even if a ~el!ow 
v.ho has ;:ot several thousanc :I:OJ'c than I, 
c?esn ' t nave to ;: i ve un any of it i r. the !'o:'!:l 
of co~pulsory snvin_;s . · 

t'ov. , I can see a VC:'}' le-itl:note :;c t of ,<ea­
sons ;'or o~nosinr thnt , f•tt I think !or these 
concitions;·dth- the klr.c of a jo\: · .. e have 
;;ot on our hanC.s , thnt I v.oulr\ •;.aive all the 
9ood r easons thn t can re advnnced a.:;air.st 
1 t , M r. it looks to me as if t he m~~-ni tude of 
the pro~ra:n r.c are ;etltng into 1·:ou1c mean 
11e ~· ould h .. ve to o:e l l~· evcr·y :ne l!.on t r.a l ~.e 
c•ulc ell the tr.one;,r •:.e can 1 nnr. the naxj cu:n 
"e:<triction of consumption tl:nt .. ., can -et . 
In ot her ~orcs , ::~y ,:-imcral roslti.on is-the t 
t he;· a!'e not l ookir..; a t the thin;; hg enou;;h, 
an" !:!,•· !; sounds lih a hell o~ a s 'ate::>ent 
to ca~e r:~.en Sull i \'an is ohriousl!' • r;·i::;; to 
look Itt i t ve r;· ti;: , to? , rut the~e is a 
c iffl'~ence ir. focus tl.ere . 

Fut 1 ,·,o~: lc F:O alon- as a rroct:co.l cecisior: 
i"' ..- • ld I > n to 17hat sno:~l c! re C:one nor.. I .-ou n • 

uri;e my o;-.n vi~rs an;: .!'urth•r on tr.is thiq; . 

1 ·.~oulc hot>e in six oon ths or a ;•ear I could 
convince 'tleo;:- 1 ~> they should hnve eone alon~; 
m .. v.ay , rut I mi:;l.t re ent it•ely wr·onb on 
thnt. 

• 
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Herbert, do you want to say somethins? 

No, I think I think I haven't been in on 
this enoueh to be able to say anything 
about it . 

Harry? 

No, I don 't think I have anythin& to add. 
I thoueht that there was an a<>'reement with 
the position which was outlined by Randolph 
Paul on the part of everybody with the 
exception of Shoup, who, I take it - whose 
vieiVS will be presented b 1 s0111ebody here, 
because he had a very definite opposing 
view. 

I thought t ha t J.lr . Barnard was r i <>')lt alon"' 
wlth him as 'he has indicated with' one ex-" 
ception, somewhat alonr. the lines of l.!r . 
Grove 's exception, nnmoly, that l.lr. Barnard 
favored a lower exemption on the withholding 
tax. He favored the five hundred, seven 
hundred and fifty, and three hundred exemp­
tions , whereas Paul ' s proposal which we con­
curred with was the present exemptions, 
which were a little hioher. 

I thought t hat was the conclusion he arrived 
at in principle . I didn ' t realise , and it 
doubtless is mf fault , that he was merely 
going a~ong and that he still adheres to his 
other news. 

Uow, i1 he wants to e;o baok to his own vieiTs , 
if, in other words, they are to be recon­
sidered, t hen I would be very gl ad to di s­
cuss those again, but I was under the im­
pression that your (Barnard ' s) adh;rence was 
one of principle rather thnn exped1ency . 

No , I ought to make mw position per fectly 

Regraded Unclassified



·.'Illite : 

!larnard: 

H.!!. Jr: 

- 20 -
178 

clea.r there. You haven't convinced me that 
I am wrong in principle, and if you had 
time enough you couldn't with all the brai.ns 
there is around here, work it out to accom­
plish the effectuation of those principles. 
I know you don' t agree with that and i 
~hi~ it is far more important. ' After all, 
1t 1s only one person's view here . I 
wouldn't stop a small stream for mr own view 
on anythins . 

Well, that is never the position the Secre­
tary has taken . I have been fre~uently in 
the minority and can aporeciate 1t . I can 
sa:r that I don ' t think the Secretacy has ever 
taken the position that merely because there 
have been five noses on one side and one on 
the other that the five always win . It is 
a ouestion of t he view, and he has always 
given a complete hear i ns to both vie;·rs 71hen 
there hasn ' t been agreement on the principle. 
However , tho Socreta17 is here and can speak 
for himself . (Laughter) 

Now, you ts.ke these gentlemen . I would be 
gl ad to have them in my business or~aniza­
tion, and they would be as competent as any 
men I have got , but I know it would take thea 
two or thrcP. years before they would reach 
the point Tthere I couldn't cut circles around 
t hem in making telephone tariffs, and I just 
would be in the same position here. I have 
only been here two or three weeks , and cer ­
tainly a man with any senoo, if you wi 11 per­
mit me to say so, wouldn ' t discount four or 
five of these men around here on a question 
of jud~ent as ac;ainst cyselt. I uou~dn 't 
~self. As I say, I would go along w1t~ 
what they said, no metter t'lha t reservations 
I had in principles . 

Well, it is o. little bit deeper th9.n that. 

. 
• 
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Whether it be twelve and a half or fifteen 
percent or seven hundred and fifty dollars 
or a thousand, that is something else but 
if there is somethin,g deeper than that on 
this question of savings and thi s thing of 
setting up what you are goinr to do with 
the money, how much of it, in other words 
you are going t o hand back after this war' 
is over and to whom are you ~oinv t o hand 
i t back and under what circumstances, I 
take it those are the thinps that you are 
adhering to, isn't that right ? 

You are absolutely correct . 

~fuat I would like you to do for me , if you 
are not too tired this afternoon or tomorrow 
morning, ~ould be to again state those very 
simply for me . I moan, after listening to 
all t hese things I would like to again have 
your position after you have listened to all 
of these thin-:s . r.'bere does this not include 
your principle and where do you think i t 
fallsshort? Now, I would like to have that 
in a memorandum from you, and I 11ould l ike 
to read it. I don't want to say tomorrow 
morning or tomorrow afternoo::1. '.Vhenever you 
can comfortably get it out, you see . 

I will do it. 

Because as Harry ~aid , sometimes you can 
get these thin~s in a w. ek or ten days . Some­
times it takes me several months . Then I 
have got the job of trying to sell it to 
the President . I would again very much like 
to see what you feel after having heard -
I needn't tell you about the preponderancy 
of the expert s. That doesn ' t matter. But 
if you would do that for me, would you? 

I Vlill. 
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Ed, have you spoken your piece? 

No, I have nothin3 to add. I haven't been 
sittin~ in on these meetin~s . Chuck has 
been si tting in for me, l.!r ~ Secretary, and 
what Randolph Paul said represents what I 
think. 

I would like to add t his, Ur . Uorgenthau, 
that there is in the attitude of those who 
favor the lower alternative$ which brings 
about three billion - or two billion eight 
on account o~ the withdrawal tax, there is 
the feelin~ the.t that i s about all the 
psychological traffic r:ill hear at this 
time at the end of 1941, and there is the 
feelin~ in adaition that that amount should 
not be taken out of any incomes of married 
people bel ow fifteen hundred or single people 
below seven hundred fifty , the present 
exempti ons . 

\'/ell , I am willing to express my view on 
that . You peopl e will have trouble sellin ' 
me on going thilt low. I wouldn' t under any 
circumstances go below that . 

Well, that is our point that that is the 
lowest we ouGht to ~· 

You will have trouble sellin~ me seven 
hundred fifty to fifteen hundred dollars, but 
i f anybody wants to go below, I am willing 
to express my opinion that that is out, as 
far as I am concerned. 

Well, that \fas the furthest this crowd dis­
agreed. 

If some other people want to go below seven 
hundred fifty and fifteen hundred, they 
wouldn' t get anynhore with me , because I don't 
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even know whether I want to go that far 
because there are too many taxes which 
already hit them. I mean, the fellow that 
buys a package of cigarettes, et cetera, 
et cetel'a, he .is payin~t that tax already. S? when you hit the fellow on top of that 
1n th some more stuff, you are getting right 
down to the crowd ~Vho can - and I mean I 
was ver;, very reluctant to go t o seven 
hundred fifty and fifteen hundr~d on the 
income tax, but I was jockeyed into that 
position through the community property 
tax people . 

If you ere not goinr to go that lo~, llr . 
!lorgenthau, and are going to r;et tlto billion 
eight, then :rou 1vill have to increase the 
rat e. 

Well, the rate doesn't bother me. I want 
to get just as much as I can get , you see . 
The rate doesn ' t bother me. You will find 
me on the hich side on the rate and arguing 
against going as l ow as seven hundred fifty 
and fifteen hundred; so i£ I were you, I 
would save my breath, anybody that wants to 
go below seven hundred fifty and fifteenhundred 
because I wouldn't do it . I was very, very 
reluctant to go that low. I know how many 
taxes these people pay already. 

I should add, I think, that we are all re­
luctant even to ~o to those firures, but we 
feel - Congress at least, tell us that that 
i s necessary in order to have any appreciable 
effect on inflation. \'le are not 1:0m g down 
to those figures except that that is where 
the tnass purchasing power is . 

Who says that? 

'!/ell, llr . Blough can t ell us about that. 

I' 
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Ur. Friedman has some figures that are vecy 
interesting if you care to hear them, sir. 

1 will come to him in a minute. I haven' t 
heard Blough. 

He has a memorandum, too. 

1 wanted to hear Bloueh on the whole picture 
and then I will be glad to hear Ur . Friedman. 

I am in substantial agreement with the pro­
gram which L<r . Paul outlined with respect 
to the suppleQentary tTPes or taxes, the 
revisions of excess profits tax, the 
oommunitT property, tax exempt securities, 
et cetera, et cetera. ',"/hen it comes t o 
this main issue or savings vs. taxes, I 
have certain .. vecy serious--

Now let me just get this. When you are talk­
ing - I keep thinking or - you are talking 
about savings vs. taxes. You mean taking 
the money now and promising to give i t back 
to them? 

I say savings in this connection. I mean 
taking the money they bring in or pay in 
and spending it but setting up an account 
for the man who pays it in, holding sort of 

.a deposit account there for him so that after 
this is over it may be pai d back to him. 

Now, where are you on that? 

I feel that at the levels we have been talk­
ing about here, and at this stage of the 
game, that it would be IV ell not to go into 
allocating these funds to individual accounts. 
I haven't the sli ghtest doubt that before 
this is over we oust do i t and I shall be 
in favor of doin~ it, and i f I thought this 
was the last bil! that was goi113 up, I would be 
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in favor of doinp, it no\7. I am not in 
favor of the proposals made by Ur . Barnard 
for rather fundamental reasons in some 
cases and for purely administrative reasons 
in other cases, but on the pror ro.m that was 
presented here, my only fee l in? is that at 
the levels now stated and o.t the - with the 
exemptions which you have mentioned, which 
I th1nk for inflation control purposes are 
too hi~h, but I will no t waste my breath in 
discussin~ t hem--

',':'hich is too hi~h? 

The seven fifty and the f i fteen hundred. 

You think that is too hieh? 

If you l'lant to control ini'lntion, I think 
it is too hi gh. r:ot from the point of view 
of equity. I feel it i s too low f rom the 
point of view of equity, but ~rom the point 
of view of controllin~ inflnt1on, I think 
it i s too hi~ . 

~e will have a di sserta tion on that in e 
minute. 

But at this staee and r.ith these rates, that 
would not be wise to include corapulsor7 
savinJs in the picture. 

The withholdin3 tax i s all riftht, but com­
pulsory sevines isn't, is t hA t it? 

I have no objections to ,ivin~ this money 
back to them after the wnr except thnt it 
seems t o me that to stnrt nt this point 
t o promise it back to t hem is to p1le up 
n huc-e amount over the next f ew years , more 
than" 11e 11ill r;ant to have piled up in that 
form. 
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Well, for somewhat different reasons I come 
to more or less the same conclusion, because 
I think if we begin to promise at this 
stage what we are going to give back after 
the war is over, whoever will be here when 
this war is over is going to face an impos­
sible fis~al situation. We ma,y have to 
talk about handing out your cigar coupons. 
We may have to do that later on, make some 
pronises llhiduney be ve'r'/ difficult to keep. 

Also, how do we know tod~ who the people 
are that we want to benef1t after the war 
is over? 

Is that subject open for discussion? You 
have raised a new subject that I didn't 
know was going to be discussed, because if 
they are there are some things t o be said on 
the other side. 

I am sure there are, Harry. I will tell you 
what I would rather do if your blood pres­
sure will permit it. You can contain your­
self for a minute . I would like to hear 
an argument - we will go back to the 
original because I side-tracked that to 
give Blough a chance. I will come back. 
I would like to hear an argument wb;y they 
should 20 belo1' seven hundred and fifty 
dollarsoin the interest of inflation. 

Groves? 

Groves or Friedman. 

Lfr . Friedman has t he fieu~es, and I suggest 
he present them. I haven t a copy. 

You gentlemen flip a coin to decide between 
you. 

You give the figures, and I will give the 
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argument. (Laughter) 

I have here some data for familie s showing 
how the money spent by income classes fal ls 
in the different classes . The striking 
feature is the spending in the class of 
family with incomes between one thousand 
and two thousand dollars. Of nll consump­
ti?n items, for all consumption i t ems, 
t hirty-six and a halt percent nas s'Oent in 
1935 and '36 by people in that class, the 
one thousend dollar to the t11o thousand 
dollar class. I f ;rou take durable ;;oods 
alone, where we have--

\'/hose figures are thd3e? 

These are based on an extensive study that 
was tabulated by the llational Resources 
Planning Board. 

If you take durable ~oods alone, and that ~ 
is where an important part of the inflationary prob­
lem resides, some thirty-four percent of the 
total is purchased by people in the thousand 
to two thousand doll~r class. That is 
families nith that inco~e . The percenta~es 
are somewhat the s~e for most other types 
of goods, so that if you were to leave out 
fami lies ~ith incomes under ~o thousand 
dollars and take account of the allowance 
for dependents, most of t t en pay ver7 ~11 
taxes under the seven hundred fifty and 
f ifteen hundred dollar exemptions . You 
would be leaving out more than half or about 
half of all expenditures on consumpt ion ite~s. 

Now have you broken down ho1v much of that 
so-~alled consumption items i s food and 
clothing? 

Yes. 
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Well, bow much of it is food and clothing? 

Of the t otal food expenditures, about 
twenty-seven percent is spent by the fam­
ilies wi th i ncomes under a thouoand dollars 
About thirty-ni ne percent by the fami lies ' 
from a thousand to tVIO thousand e.nd about 
thirty- thr ee or - four percent by all 
families above two thousand dollars . I 
don't hnve the breakdown for clothin~, but 
I do have it for semi-durable goods as a 
whole, including clothing and certain other 
items, but clothing is a very important 
item in that. There, onl7 sixteen per-
cent is spent by the families under a thous­
and. Tnirt,r- four percent is spent by the 
families !roc a thousand to two thousand 
and about fifty percent by all the rest of 
the famil i es . 

Go ahead. Let me just ask Bloujh this 
thing. With the exception for one , two, 
and three children, would you reach them 
with a f ifteen hundred dollar base? 

On the f i fteen hundred dollar base with 
two children, you would have twenty- three 
hundred of exemption. 

So you wouldn't reach them? 

No, and that is the basis of ~ co~ent a 
few minutes ago that for infLation control 
it seemed to me you had to go lower even 
though f rom the viewp:>int of equit] i .t · 
\Vouldn ' t be desirable to do so. 

I think those are the high-lights of these 
figures . There are more detai l s, but t here 
is the main point, which is that you_have 
a great ooncentrat ion. of the purchas1ng 
power that actualll buys the goods and 
services in this in-between income group of 
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about a thousand to two thousand. 

Now, does Mr. Groves want t o say something? 

·:tel~, I have the view, J.lr. Secretary, that 
1t 1s necessary to include a larger number 
of people in the direct income tax system in 
order to avoid inflation in this case or a 
sales tax or a gross income tax for which 
there is very considerable amount of support. 
I feel personal!l that that is sound from 
a general point of vie·,, and outside of con­
siderations of the war. I think that core 
people should support the national govern­
ment with a direct tax. It is rather un­
sound to have the national government sup­
ported throu.~ a direct tax by a very small 
minority of the people . I would agree that 
the - that might involve some decrease in 
the indirect taxes . I think, however, that 
the main consideration at the present time 
is the fact that in order to finance this 
war successfully you have r,ot to have a 
very considerable portion of the American 
people involved in the financing, even a 
direct part. 

The exemptions are still substantially above 
those in England and C&nada and Australia, 
and while Iohave never been accused of 
favoring tax policies that are esnecially 
hard onothe little fellow, I should like to 
see a broadening o! the income tax pro~ram 
to include more people , and I think that this 
is the right direction, especially in view 
of the inflation situation. 

Now, Harry, which argument did you want to 
give? 

Both. You see you first started out and 
asked us about our position and we stated it. 
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You are now raising the points, and I think 
I , and doubtless some others, would like to 
comment on it it it is open for discussion. 

I would first like to direct ayselt against 
the consideration as to whether it is 
desirable at this time to have a vortion 
of the withholding tu forced sanng or 
whether it is preferable to have it ~1 
taxes. I feel that there is much to be 
said at this time for havin'· a portion of 
it returned after the duration. Tho reasons 
have been given before. The arguoent s in 
support of that reason may be new, but the 
reasons which have been advanced are two. 
I think in the first place i t i s much 
easier and more desirable to have a tax 
which includes a savin~s provision. In the 
first place, on political grounds I thiiL~ 
it is v ecy important that the large groups 
who are being taxed for tho first time in 
these new taxes which heve already eone 
into effect not be struck suddenl7 with the 
burden of the additional tax that would be 
imposed by the fifteen percent without 
some factor which makes it r~or e attractive 
to them. They are being asked to pay two 
taxes, two additions, at one time, and I 
think that the political situation in the 
country is such that we have to go a little 
more carefully than we would like to go 
on purely fiscal or economic ground, in 
the matter of imposing too ereat a burden on 
large eroups of low income persons . After 
all, we are not in the war . If we were 
in a war, I would have no hesitation about 
doing that and possibly going even further . 
We are in a state of public mind in which 
there is a great deal of discussion as to 
the desirabili t,r of further defense, as to 
the cost of further defense , and if we 
start in by giving them a sock before we 
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have even got into the progra~ I am a 
little bit worr ied about the p~litical 
reaction ~n t!?.e part of large groups, so 
that on tne grounds of tlieir reaction 
and on the grounds of the Coneressio~l 
acceptance of a tax, I feel that there 
i s necessary a desi rable measure of sweet­
ing. 

"ile are all i n favor of sweetness--

How comes the light . 

• • • and light. 

The point you made about piling up balances 
and that the others who have opposed the 
tax aeree with, · thereby calling upon 
the Government to ~eet ~n out-p~ent dur­
ing the depression veriod is one that I 
think has very cons1derable advantages . 
I don't think it woul d amount to a ~reat 
deal, and that , I take it, is a point that 
UP. Barnard meant, that if this thins \'Ills 
goi ng six or seven years in 11hich you might 
pile up an enormous debt which you l'IOUld 
have to pay back, I think the consideration 
would be di fferent , but J don't think that 
the amount that j'OU are go in& to pile up 
through forced saving nhlch you initiate 
now and are apt to continue durin~ the 
next couple of years is eoing to be large 
enouuh to be troublesome, but it rtill be 
extr:mely helpful in distributinc purchas­
in~ povter where it i s most e!fecti ve in 
ra1slnz the level of business activity, 
and you know tho di fficulty we had in find­
ing ways to spend money dw•ing the depres­
sion. This is an ideal syste~ . 

What? 
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Yes, the difficulty we had in finding ways 
to spend money. You remember all the 
trouble we had in trying to figure out a 
spend- lend bill and all we oould scrape up 
was a couple of bi llion dollars of good 
projects. Now here is a perfect project . 
It goes out in the various streams of those 
people who need it most because the people 
who don't need it probably ~ton • t call on 
it. They get two and a half percent on 
it . They can invest it in bonds. They 
will spend it in such W&¥S as it does the 
most good, so I think f rom an economic 
point of view it is hi£hl7 desirable to 
pile up that kind of a- balance, so on 
both those grounds I think a rortion of 
this tax withholding saving s highly to 
be desired. 
Now let me just get this . Doos anybody that 
I haven' t called on want to say something. 
Buffington? 
No, I haven't had an opportunity to read these 
report s and give a considered judgment on the 
plans, th~ various plans, but broadly speakinr,, 
I agree w~th ~ . Blough and Ur. Groves . I am 
in favor of direct taxation, both for running 
the Government under normal circumstances and 
during this emergency. I think you set at this 
t ime a bad precedent in anything r:here you con­
template payin& back to someone ~hen you don't 
know what the circumstances are going to be five 
or six years hence, and further , I think that 
you have got to ge t into l ow income groups to 
avoid this inflationary effect . 
chuck, you have been very quiet and very patient. 

Well, there isn' t anything that I can really add 
to the discussion. I feel , though, that when 
you tax a man who i s making ten dollars a week, 
which i s what you do when you lower the exemption 
to five hundred dollars, that you are taking a 
tax aw&¥ - taking part of a wage away from someone 
who hasn't a great stake in a democracy. I don' t 
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anSoy , system, ~~pe~ially after you deduct the 

c1a~ Secur1t7 tax. 
You would leave i t whore? 

I would leave i t at seven-fifty . It seams to 
me t hat we r1ant to avoid inflation but that 
ther e are some things worse then inflation 
and one of those would be the sapping of the 
morale of the common nan, and I don' t see that 
• man who makes t en dollars a fleek need make 
any. additional contributions over what he is 
caking now. 

!low, Kuhn? 

\.ell, I would like t o ask !4. Friedman whether, 
if the exemptions were left where they are now, 
the effor t to control inflati on would be doomed 
right at the outset . 

It is not so much that it \'/ould be doomed but 
that i f these figures mean anything i t would 
mean a very great burden on a very much small er 
group. A very much heavier burden r;ould be 
necessary in order t o dra11 enough purchasing 
power to control the inflation problen. 

That is, i f they left it at seven-fift7 and 
f ifteen hundred'! 

Yes. 

But it wouldn ' t be a hopolesa figh t? I think 
you made it sound a little as if - -

No, i t wouldn ' t be a hopel ess fight . I think you 
ar e right on that . 

I want a memorandum from you, 
I haven' t got those figures . 
a very simple memorandum? 

Yes, si r . 

Friedman, on that . 
Will you give me 
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You mi ght give it to Blough and Blough wi ll 
see that I get it , 

Yes, sir. 

I would like to ask --

Jus t a minute, there are two men on the back 
11e haven't heard from. 

I think one thing needs to be clarified and 
that is that the program presented by l!r. Paul 
doesn ' t completely do t he job of inflation 
control and that it has implici t in it a sub­
stantial price rise. Now, if we get a five or 
a ten percent price rise or even a smaller 
percentage price risei that is about as burden­
some on the little fe loVI, the people down 
below the exemptions that we are all very much 
concerned about, It is like a gross income tax 
11hich taxes everybody without exemptions and 
if the choice is - and I am not saying that it 
is - if the choice is in going do1·m belo11 fifteen 
hundred and seven hundred and fifty dollars and 
preventing this price rise or letting the price 
rise go f orward it would probably be a lot 
kinder to the llttle fellow to tax him a little 
core ni th this withholding tax and to prevent 
the price r ise and thereby the burden that goes 
with it, 

That is partly --

I will &ive you a chance . I s that al l ? 

I IIJil through. 

How about you? 

Well, I agree, certainly, with ?hat my boss, l!r. 
SUllivan, said in every respect , but I have --
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(Laughter) . There is one question, Wr. 
Secr etary, that I - -

How are you (Secretary)? (Laughter) 

19 3 

L!r . Se~retary, you know what I mean by that . 
There 1s no offense intended. 

I wasn't offended. I am used to these people 
you see, that is all . ' 

But I was interested in one question you asked, 
IIr. Secretary, which has disturbed me a great 
deal, and that is, what does a can cakin~ seven 
hundred and fifty dollars a year spend h1s money 
on and what does he spend his money on which 
we don't T/8Jl t him to spend his money on dur ing 
this period, so that we are withdrawing from him 
by lowering the exemptions two hundred and f ifty 
dollars dol"m to five hundred and a fifteen 
percent tax, takin~ away thirty- two dollars and 
fifty-cents from him, which is equivalent to 
I don ' t know how many weeks ' salary, but we 
want him not to spend thia additional thirty­
two dollars and i'li'ty cents. 

rlhat I was wondering is, nhat - I l'ust don 1 t 
know, rut it see;ns when you are E:e ting dorm 
to that subsistence level, what 1s it that we 
don't r.ant bin to spend his money on and 
consequently take hJ.S a oney away froa b.il:l? 

I am glad you said that because in the stories 
they write now, no one ever lfri tes a story that 
I had an~hing to do with the food stamp tax 
but we d1d the or iginal work ~~d the or1ginal 
study was made by me in the District of Columbia 
with Treasury money under Dr. Parran and I made 
the big fight against \'/allace and against Hopkins 
in order t o get this food stamp thing. \/e have 
some very inter esting figures on the very lowest 
incame group, what happens to the first money they 
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get and what it is spent for and I can't quote 
them. George Haas worked on the thing for me 
It was ver~ interesting and we found that the ' 
money didn t go for food and therefore we had 
to assist them in getting additional food because 
w~en , they got. an additional dollar or two they 
d1dn t spend 1t for food and the whole question 
of malnutrition came in. 

I don't know ·about y.our figu.res, but I have got the 
studies Dr . Parran made for me with fifteen 
thousand dollars that I gave hie in the District 
on the very 101'1est incODe group and I am not 

Just going to, if you don't mind, take those 
igures of thirty-five lying down, and I think 

it is terribly important to decide wha t happens 
to the man with ten or fifteen dollars a week 
and how much taxes is he paying now t o the 
Federal Government, and how r.1Uch taxes is he 
paying to the community throuch his rent and 
so fo rth and so on, but I knor: that those figures 
1·1hich we have originally gotten shocked me so 
and the whol e study that we made in the Treasury 
through Dr. Parran is available. It rtas ne.de 
on the very lor.est income group. 

Just to say that rte rrant to stop inflation by 
~utting fifteen percent on those people, I ac 
JUS t not sold. Haas can dig up those ori~inal 
studies nhich Dr. Parran 1!18de right here lD 
the District . I would like to see more nork, 
and there must be more information. Didn 't 
Brookings do a job on that? 

Yes they did, but that was back - for the 
period before 1929 . These data which I am citing 
were !ID.tion rtide studies . The study was made 
in 1935 and '36 with funds from the Works 
Progress Administration. It v;as a some ten 
million dollar study, all told . 

Yr. Secretary, i! they didn ' t spend it fi rst on 

-• 
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food, can you rc::~eober r:haL tho;,· di d s7end it 
firat on? 

It nent t o l uxuries . 

Luxurie:;? 

Luxuries for th-, so c•llod ·· w• ~ , J es . 

On rents also? 

;:o, luxuries . 'i'he first of it r:ent for 
luxuries . I oean it nent for liq~or and ci~r­
ettes end candy and t!.at kinu of thln-, bu t 
it didn't ;:;o for cloti.in;; or f oOC. or ~helter . 

'i'ho:t t he i:lplica tion of thn t is, i !' you cut 
do·•.n on thell, 1.hat t he;r 1.ill cu t out is :1eces~nr;; 
foods , or cut dorm, .tot cut out , and :;ot cut 
out the t hi:l;:s that you Lhinl the;r nr e .:;oi:l::; to 
cut out , t hat i.s t he i:t;•lic::.tion . 

,'111d the t :1i.t;:;c t!.r. t ;,·ou • .. ant t',e:.c t o bu;,· lese 
of, so I a::t ·.:on<.lcr:n; if b~ uoi:1: t!:.c s1:ot~u:~ 
t. e are not hittin.; t .. c t:ro:~.:; tc.i..:; a::d ::e :.i.:;c1t 
have to uze e rifle • 

.'.:.:! ::e ::ocld heve a rifle to :1.11nd i:1 t:.e c:<c::c 
taxe~ o~ ~ur&~le ~oods . 

:;o:: ;;ou ~ve ::;ot it; t :aat is cxnctlh .. t:.e - oi:t t 
t hnt I ax:: ;:;r o-oinj; for . :.s I cr.;; , t. e stu~ 
that ::JI~ . ?arra!'\ here - ~eor:c ·.cnt nll tn!'ou::;h 
that 1.ith ::te . ' .. chad those uoe t in:;s over 
t !ler e dth .. allace and !:o:-':i:lc :l:·w :P- . ~tanlc;;, 
nr.d that orici nnl thine i~ 1hnt shocked me so, 
nnd I made t hn t oriGinnl ficht . 

!:on, if by doinc t his thine ;rou are coin;; to 
have the peorlc cnt lese food nr.~ bu~· less clo ~t.e s 
nnd have less shelter , 1;c nr c do1n:; ~u~t :·:Lal 1c 

contrnl".f t o cvcrythi.1C tanl the :.c•• Deal stooc. for , 
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but unfortunately hasn't gone far enough in the 
way of accomplishinc, You can get a specific 
tax on these specif1c things . After all if 
we can tax automobiles and iceboxes and ~adios 
and luxuries, I am raising this thing at this 
time , 'i'hat is Vthat I have always had in rzy 
Dind and that is - they have got t o do a great 
deal more work on me before I am convinced. 

Then as you tax the liquor , t he ci~arettes and 
candy and so on, the t tbose expend1 tures r:ere 
for --

Tax the things, Ferdie, that you don' t r:an t them 
to buy and don't use a shotgun and terms of 
fifteen percent and say, well, if you put 
fifteen percent on, that is going to have then 
buy fifteen percent less, but you may have them 
buy exactly the thing less thn t you uant them 
to buy mo re of, You tnlk about morale. You 
want t hem t o have - ono of the troubles in the 
A~~ is that they have to reject so many peopl e 
on account of malnutriti on. 1:o·.1 r:o come along 
17ith something rrhich r:ill - I lmCii': my facts arc 
ri&ht as to the - and Dr . Parran, I am sure, 
since then has nade other otudies , but if he 
hasn 't, the one in the District r:ns enou~h . 
Harry nill renei~ber it , 

I remember that very definitely nnd that r.hole 
episode. It is a very lone report and episode 
of a few years ago as a result of t hose studies 
nhich you had and ~ou pushed on the food stanp 
plan . A lot of things foll011ed from that, but 
that is the basis of it . 

Yes and n011 do r1 e want to suddenly reverse 
that trend through what you people call a nith­
holding tax? It is very important • 

./ell, you have to remember, Ur . Secretary, that 
17hen you put an increased excite tax on a comoodity 
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that is commonly used by the ~enoral public 
that is also a shotBUR technique because yo~ 
have no assurance that merely raising the tax 
on that particular commodity is going to reduce 
the consumption of that particular commodity, 
That too may mean that they- r1ill continue to 
buy- those things, and because they- pay a higher 
tax on those particular things, have less to 
spend on the things we want them to have . 

That is only partly true, John. 

That doesn 't icpress me, if you don 't cind. The 
thing that Leon Henderson hasn't been able to 
answer to me, if t here are only going to be 
half as many automobi les to go around - personally, 
I only think there should be one percent as 
man:r to go around, but using his present 
figure , that there only- should be half as many, 
how are you going to decide who gets the half 
that are left? lie hasn ' t been able to answer 
that . II ow, if there are onl:r half as many 
automobiles and twice as much purchasing po1·ter, 
how are you going to distribute it? Leon says 
he is working on it, but he is unable to give 
me an answer on that. 

But that doesn't for the m~ent cone in, but 
this question of how you arc goinc to get this 
ei&ht or ten billion dollars and at the saoe 
time get the people to eat morei clothe them­
solves more, and get better she ter, but keep 
the liquor and tobacco and candy- away from 
them, I r1ould like t his. group to do oore r;ork 
on that . l.!y oind is kind of set on that, and 
i f I am vrong, I want to be dynaoi ted loose 
from it. I don 't have man:r ideas but I have 
got a pretty good idea on that, and i f I am 
wrong, I am glad to be worked on on that. 

Ur . Secretary, there is another study also by-
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Dr . Lubin of the Bureau of Labor Statistics 
presented to tho temporary National Econcmic 
Committee along those same lines. It shor1od, 
for exal:lple - I rem8l:lber a few of the fi£Ures -
that forty-four percent of the income of a 
family not on relief, below twelve hundred and 
fifty dollars , nas spent on food and that if 
t hat family received tTIO hundred fifty dolla rs 
a ~ear more - the fanilies in the country 
r.bich received twelve hundred f ifty r1ent up to 
fifteen hundred - some seven or eip,ht hundred 
million dollars a year core would oe spent on 
food . 

For exal:lple, I remember Dr. Lubin testifying 
that expenditures on oranges would increase 
from seventy-five cent s a year by such a family 
to two dollars and a half a year . Now, when a 
fami ly spends as little aa that on fresh frui ts 
and we propose to lower t he exemption dorm t o 
that level, it seems to me that we ar e impairing 
the purchasing power for the type of thing 
that i t should be able to spend coney on. 
!.ledical expenses 17ould double in that sace 
bracket. That is also, it seems to ce, a 
supporting a. rgucent in favor of forced sevi! Gs 
so that ~hen that family's incoce does decrease 
af t er t his emergency, it receives a cushion. 

\'iell, if I bad to cove tod&¥, I would be on 
much safer and much bapoier Grounds, as far as 
I am concerned personally, to cove on a higher 
income and then gradually move dorm; I mean, if 
I had to move tocley. You can alrtays move do1'1ll 
because the hue and cry from the rich peovle 
will be to move do1m. All the pressure mll be 
to move down. It will take everythi ng that I 
have got to resist it. But I think we have got 
to know more about that. 

There is one consideration that ought to be kept 
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in mind. If what you propose to do isn't 
big enough ~o stop inflation, you are not going 
to stop taxlng those people. If you raise 
the rate, for instance, if you can raise the 
rate to twenty percent on the people above 
those middle groups, that cuts do1m enough 
consumption to save the others, all right . But 
if you are not going to do tha t you have to 
envisage the possibility of willy-nilly taxing 
of these people down below. Let 's not forget 
ITO are talking about the very least that we 
can consider to control inflation if the dope 
is any good. If we need nine billion we are 
nowhere nearly where we ought to be to check 
this thing. 

I agree with you, but after all, what I would 
like to do if possible, as I say, is to get -
is, for instance, to say to Senator George 
and llr . Doughten, "Now look, this is what we have 
got in mind. This is what we consider an ideal 
plan," br inging everything in, some of the 
things that Groves mentioned, and so forth , 
Give him the rthol e works. lie will want to knov1 
what the Treasury is thinking about. Here is 
the whole thing . 

llow, gentlwen, I at~ 11orried and I 00. ve got 
until the first of January to begin to pick up 
several billion dollars more. I r.ould like to 
pick up eight or nine but I want to do it as of 
the first of January. I don't r1ant to 11ait 
un til the first of July. Nor1, how much of this 
can I get ? That is the way ne have got to do it . 
Isn't that right, John? 

Yes, sir, absolutely, and I think at that ti4e 
the whole plan . 

I am perfectly willing because then they can't 
c'l"'J bad faith. 
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That is right. 

And I can say, "Now, look, gentlemen, here is 
the whole works." Even t his t hine that I call 
l!agill 's Civil liar Plan; wasn ' t that when it 
was declared unconstitutional, I mean tha t you 
take the profits of the taxpayer out of the 
t reasury of t he companies? 

That is \Then it was declared constitutional, 
!.!r. Secretary. It r1asn't until 1894 that i t 
nas declared unconstitutional. 

But it was the Civil 1~r, wasn't i t? 

Yes . 

Ros Magill was f or that , you know. He has 
talked t hat for quite a whil e. Isn't t hat right? 
He has talked about it. I am perfectly willing 
to give them the works, so to speak, and 
simply say, ':,Oentlemen, this is wha t I would 
like to get. I want t o be equally frank with 
you. I have been put up against the wall , not 
with two s i x-shooters, but they might as r. ell 
have had them, one by a can by the nat1e of 
Connally and the other named R&yburn, and t hey 
told D.e they are going to have ay heart out if 
I attack the fair name of Texas and the n0t1en 
and t heir chastity and so for th by takin& this 
right ar;ay frro them, m i ch they have had, I 
befieve since 1848, since the Al amo. I am 
perfectiy willing to co up there and give them 
t he r1orks, these trro people, and tell then~ uhat 
170 are coming for . 

I will say "Ho1·; much of this can I get en the 
books befo~e t he first of January, " and I think 
I would do it that way, and then go to the 
President and say, "New look, Doss, this is 
what I can get," and he r.ill back oc up. 
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Have you ever heard fron Rayburn about this 
recess? 

Well, John, I have heard about it, Nov:, I 
have seen Rayburn and I can't r1111ember what 
he told ne . J:aybe it was from you but the 
story as I get it is that they are' going to 
come home The.nksgivlnc, come Hell or high 
\vater, and they will see me on Chrisb:las Day. 

January third. 

There is just one point I would like to nake . 
I think it is a little confusing to tslk of 
enough to prevent inflation. 

I didn't say that. 

No, there are some who do it . You either have 
enough or you have inflation. I think clearly 
it is just a question of you either have a 
little more price rise or a little less price 
rise . It is not a question of getting it or 
not getting it . 

But Harry, you who have beon here in r:ashington 
since '34 have sean ~:~any instances, and if I 
to up and say I have tot to have eight billion 
dollars beginning to cOQe in on the first of 
January - and see what they have done to poor 
Leon I!anderson in Banking and Currency. t'h.a.t is 
it, ten weeki now? 

About three months . 

I mean, you havo these practical things and you 
have got people like Ceorse and Connally v1ho are 
for taxes as long as they don ' t touch community 
property • 

• .. 
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This touches it . 

And you will have no tax bill if it touches 
comounity property. And you have got Sao 
Rayburn who - I don ' t kno11 where he stands as 
long as it isn't community property. And 
you have got Doughton nho has shouted, ~low 
no more ta.xes until you save a billion dollars 
on non-defense, • so you have got a practical 
situation . I nn keen to go in but the fact 
that I ao going in with my eyes open after 
being here for eight or nino years and simply 
say, "Gentle.en, I nant nine bill ion or nothing, " 
doesn ' t mean that I am being neak kneed about 
it; but there is no use ~ going up there and 
~ounding the desks of these people, because 
1n the first place I have got to hear about 
Doughton's own tax case, T:liich takes two hours. 
How is he 1·:ith his mouse trap? · 

He is a little better now . It is about an hour 
a.nd three quarters. (Laughter) 

He has a case . He bought an invention for 
fifteen thousand and it is ~Torth ninety. Isn ' t 
that right? 

Yes, and then he sold it . The invested capital 
basis for the fellow be sold it to is onl;y 
fifteen . J.raybe the other fellow didn't pay 
him all in cash. 

You have got your problem. llo111 what I \~uld 
like to do is t his . I think this is a ver;y good 
meet ing and I think we have made a lot of progress . 
I could be ready again at 3:30 tomorrow afternoon, 
you see and between now and then there could be 
other m~etings and see if you can't kind of get 
a little bit closer together. I ao rli.lling to 
go up to the Hill Friday morning. 
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I think you had better have them dor.n here, 
sir . 

I will leave it to them. I think, as I say, 
if we have it at 3 :~ tomorrow I can - yes, tha t 
is all right, I can make it 3:15, I think we 
ought to have a little peroration on the necessity 
of this, you see. I think we ought to have a 
peroration on that . In order to save time, I 
think for the time being1 unless you fellows -
maybe we had better stick to seven hundred 
and fifty and fifteen hundred, you see, But 
these other people, I would like argunents 
both ways, why 1t should be higher and why it 
should be lower . Friedman can argue why it 
should be lower and I hope somebody else uill 
argue why it should be higher. 

I won ' t argue that it should be higher. I 11ill 
argue that i t should be lol'ter, but the rate 
should be higher, and I think it would be ~:rand 
to get all r;e can. If you can't check core 
than half of the inflation, that much is gained, 
and it is gained in revenue, too . 

I think it is a very constructive ceeting. Paul, 
can you stick with us a little bit longer? 

Certainly I can . I will stick as long as 
necessary. 

Can you stay another day? 

Certainly. 
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He will be here at nine o'clock Friday morning. 
lie is up in lle11 York, I think that is all 
ri~t . I t hink if we come back l'li th a peror­
ation and so forth - t hey have thro1·m out this 
scheme that if you buy two dollars of my Defense 
Bonds you escape taxes? 

Oh, they t hrew that all out the 1·rindow. 

!lot even any of his tax notes over here? 

lio monkey doodle business in this . 

(The Secretary held a telephone conversation 
wi t h Congressman Douzhton, as follows): 
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Oct ober ?9 , 1941 
~:)2 O. ID . 

Bob, t h i s i e Henry t Alking. 

All rlght , Henry . 

So~ , I' d l ike ver J much to e l t down w1 th 
you anc '\el ter George t'rldny morning e t a 
confldentl al t alk, nn~ ~~11 you Just wna t 
we ~ve ln mi nd ln r egard t ? addltlonal 
revenues . 

:\ell, can 't you let tMt co until about 
nex t wee~? 

:~o , I 1 m afra i d not , 3o'b . 

·.~ell , I ' m go i ng ho":1e to"l''orro"A' . 

Ch, gosh. 

Yeah , I ' m goin., home t? r.o r row. I ' ve go t 
nn engagement down t her e and 1 «ae go inr; 
home and wasn ' t co-r.lnt. back - I ha ven ' t 
bf'en out a t all t o bet a r eet - I \iRS e~olng 
to go h?;ce and come back ~.>bout 'o'ednesds;r or 
Thur sday. I ' d ge t wl th you a no ·:.el ter to­
night, if l t '! ~reae tn; , so~ewnere . 

. ~~1 , .alter J~ort..e 11n 1 t hPre . ie '! 1n 
::ew Yor k . 

Yher e did he £!:>? 

He wen t un t o .. e, Y: r lt . 

Si nc e we had the :oee t lng t odll;1? 

I Just ca lled uo hle oftlc~, And h• ' s gone. 

,,ell , t ha t ' s t oo bnd. 
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Eut it he was going to 6et baek ner• ~omorrow , 
I'd be glad to dro~ ever]thing. 

',\ell, I 'll ask you thi s - i s it relatlve t o 
th~e Adml nistr~tive Tax dill or .••.. 

No, I ' m 'talking about mo r e revenue. 

He••' s that? 

I've got to get nor@ revenue. 

\iell , you don't exoect to be able to get 1t 
now out o~ this year' s bu!l ne e! , do you? 

No, . I ~ant it t or Janua ry 1. 

You QSAn January 1? 

I want to ge t 1 t begl nn i rlj; January 1. 

Beginning Janua ry 1 . 

Yes . 

'"'ell , that's wha t I thought. Out of 19~2 ·~ 
oroflte and ear nings and busine~s . 

Tha t ' • right. 

Y' eah. ~·,Te ll , we' \·e ~O t enouth time !or t !-_n t 
haven' t we? T.~ere a next week. 

oell , I - not lf you t ellowa a re ~olc.g to 
00 home tor fhank6glv1ne and Et a] ho~e untll 
atter JanuE.ry. 

Nell , I tell you, as t a r as I'm concerned -
as fa r a s I'm concerned, wny I ' ll be - I'll 
s tay any tlme - no metter wr~ t the ~ou•e ~oes -
I think - I have an i des Sene t or George ••111 
do the same t~lng. Old you have ln oc.lnd 
conslderatlon of tha t bill ahead of tne Ad­
ministrative Tax 3111? 

•.iell , I want to :JUt uo to you gero tlemen how 
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much r evenue I think we ought to begin to 
take in on January 1, and •••• • 

You mean you're going to have eome additional 
excise taxea? 

Ob, we've got a big program. You'll have to 
ta.ke i t s i tting down. 

Row's tbaU 

You'll have to take it si tting down. It's 
goi ng to - it 1 e a big program, and I want to 
lay it all before you two gentlemen in con­
fidenoe; and I - I mean, my problem is to 
get core revenue beginning January 1. 

Well, I think thia - 1t you 111 pardon Just an 
bumble suggestion from me. 

Well, I oan only do what you fellows let me 
do . 

Well, I know; and I don't dictate and I don ' t­
I juat make modest suggestions for what con­
sideration they're entitled and they're worth. 

But they're very potent. 

My opinion is this, that if we can accomplish 
something, I give evidence to the country that 
we v111 accomplish something in the way of 
immediate curtailment of non-clefenae expendi­
tur es, thet we will - might not illude and ease 
our Job to a very great extent in the tax bil1. 

Yell, I agree with you tbere , but the thing 
that's got me worried, and a little bit frightened, 
i e I think we've got to move in both directions 
at the same time. 

Well , you know I couldn't serve on both com­
mi ttees at the same time, but a subcommittee 
could go to work. 

Yeah. 
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But I'·n ..... 

You'•• got to go down- What h&Ye you got , 
an eleot1on down theret 

Oh, they' re ded1oating a- no there' a not 
a n eleot1on down there - theylre ded1oating 
a memorial hospital down there right near 
Sf home, and I and th1t aaeiatant are getting 
tome WPA money and they put me on the program 
and I'•• got to be down there; and Mr. l>ryden 
trom the Works ProJeota Adminiatratione ie 
going down and the State Admini strator ie 
going to be there, and I couldn't break the 
engagement •ery well. 

What day 1a that, Sobt 

'!'hat 1 e Saturday. I wae going down tomorrow. 

Well, th1e meeting ot mine would be Friday 
morning. You oould et1ll set down - what are 
you going to do, driYe downt 

Yeah, going to driYe down. Be down there two 
or three daya. Why not let this go, Henry, it 
you oan, unt1l •.... 

I 'll send you down in a plane it you'll go 
down. 

(Laughe) You might teal like the tallow that 
took t he - the man who waa looking tor lll1oi t 
etille - to the atill houae. You heard about 
that, d1dn 1 t yout 

No , vbat wae thet , Sob? 

An inYeetlgator - what they oall - thBy called 
h1a a reYenuer down in ay oountry- a raider ••... 

Yeah • 

•.••• went to the home ot a man who he euepeoted 
ot being a moonshiner. 

Yeah. 
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AnO be aakad the boy , ha eaya, 1 Where ' e your 
dadcy?• 

Yeah. 

He says, "At the at1ll houae. • He says, "You 
know where it is?• "Oh, yes, I know where it 
1a.• He says, "I've got a little business 
with your daddy. I 'll give you tive dollars 
it you 'll take me over ther e to where be is.• 

Yeah. 

He eaid, "All right , I'll be glad to do 1t. • 
So they s tarted and went over and up the 
mountain and down the moun tain around and 
around , and t he boy stopped and sai d, "Do 
you see that smoke down there?• 

Yeah. 

•A little ahead. • •Yes, I eee that.• ••.>ell, • 
he said, "then I want my tive dollars. • He 
said, "That's a still house.• He aa1d, "I 
want my five dollars.• 

Yeah. 

Well, the revenue otticer eaid, "I 'll pay you 
to get back.• "Oh, " he aaya, •you 're not 
coming back. • 

(Laughe) 

(Laughs) 

I eee. Well, I wan t you back. 

I 1 "' collling baok. 

I'll pay you rive dollar & tor you t o stay and 
bring you back. 

(Laughs) But say, aupposing you do th1a. 

Yeah. 
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I don't want to hold you up a minute longer 
than neoeeeary. I'll rulh baolt here. Suppoee 
JOU make rour appointment to aee Senator George 
and creel! next Tuee~y e•eningt 

Well,
0
loolt, what time are rou leaving tomorrow. 

I don t want to be too per eonal. 

Six o'clock in the morning or a little later. 

Tomorrowt 

Yeah. 

You're lea•1ng t omorrow mo rning? 

Yeah, that waa my plana now. I'•e got cr 
drinr and enrything read7, and rq ear t ull 
ot gaa and o11. I'll see rou tonight it it'a 
all right with rou. 

Well no, because Walter George ien' t here now. 
I wae trring t o eee it we could get Walter 
George baok here tomorrow. 

Yeah. Well , I couldn't reaeonabl7 go tomo~row. 

Oh, rou're going to go tomorrow? 

I need to. I promised to. I've arranged to, 
rea. 

Well • .••• 

I wouldn 1 t think a big tax bill like that 
would - Juet two or three da7e - would be 
eate, but rou ltnow more about that than I 
do. 

Well then I'll tell J OU Whet we'll do. Should 
we .;.7 WedneedaJ morning at nine o' cloolr.t 

That ' ll be tine, and I 'll be here it I 'a 
l1•ing. 

WedneedaJ morning a t nine o'cl ock. 
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Where do you want ue to meet? 

Well, would - I think there'd be leaa pub­
l i oity in my offi oe. 

All right. 'Nedneeday morning ot nine o 0 clock 
in your oft1oe. Now Senator George and I'll 
be there unless I get word ot it ' s- I'll be 
there. 

All right. 

Wednesday morning at nine o'clock. 

It you please. 

Thank you. Thank you eo much. 

Thank you. 

Thank you aga1n f or those apples , and I'll 
write you a no t e when I get a little time. 

All right. 

'l'henk you. 

Good-bye. 
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. .'ell nor: , you. fellov:s most likely thou:;ht I 
r:ns exa::;3era hnc . Here is \',rp;, ooney and all 
that , ancl I tol d you c.bout his wuntinc t he 
t!linc and he 1~on ' t stay . !!e has ;;ot o. 
courthouse dedication dor.o:~ there. 

· .. ell, you re::~Cllber r:hen r:e fir:t C.iscussed 
this "Orepe. rin:; tl,e bucl;;et he i.ai! to leave 
i=edla tel;r to ~o doo to the ·.:ar Dena.rb.e:~t 
~~d : ct a ounit1ons plan t in his Cistrict • 

.. ell, r:e llill i;eep on . It :;ives us a little 
::lore tbe . 

Just uha t did you nnn t us to c onsider be.:or e 
to::1orro1~ t.fter:loon, lhe pnrticular question 
tha t nas rc.ised nbout r:hero these people spend 
their ::tone]'? 

As fnr as I ao concerned, seven hundred fifty 
is the li.!:lit . Just the thincs the. t 1;e have 
brou:;ht U!J her e to de.•·, the. t 1 s all . See if 
r~e can ' t &eta little closer tobether. I 
don ' t want to t;O over the l'.ilole C.a= - ::ou 
k!10'il . 

Shall ~e :;o at it at nine? 

O.K • 

Yes , sir . 

(The Secretar;,· held nnother tele;ho!!e converse. ti on 
r:ilh t he secretary of Senator Goor~;e, as 
follOl7S) : 
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Sen. Georse 1 e 

Oct ober 29, 1941 
4: }0 p.m. 
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Secretary: Yee. 

r.MJr: How are you? 

S: I'm tine, thank you. 

!!!IJr: I'c like to have a confidential meeting 
with Senator Geor ge and Congressman Dough t en ..... 

S : Yee, eir. 

HY.Jr: •.... to tell them Juat whet we have in mind 
in regard to revenue. 

S: Yes, sir. 

!!.t.!Jr: Now, I 1 d like to have it very much Fri.afy 
morning. 

S: Friday morning? I can a rrAnge it as fa r ae 
the Senator i~ concerned. He can be there 
any time. 

HMJr: 

S: 

I!Y.Jr: 

S: 

Hl~Jr: 

S: 

Hl1Jr: 

S: 

'nell , I'm suggesting the poeeibil1 ty or having 
it in my office only becnuee I t hink there 's 
less chance or there being oublicity on it. 

The Senator will be ver y gl ad to come down 
t here. 

What time doee t he Senator l ike to meet i n 
the morning? How early? 

Well, he usually comea to t~e ottice around 
eight-thirty or eometimea earlier than that. 

He does? 

Yse, sir. He can come by there , or he cen 
come over later. 

'.fell, is nine o'clock a good time? 

Nine o'clock will be a good time tor him. 

Regraded Unclassified



n:.Jr: 

S: 

!! .. Jr: 

S : 

:r..:Jr: 

S: 

h1.Jr: 

S: 

S: 

~.·.Jr: 

S: 

H\Jr: 

S: 

5 : 

'!. Jr: 

S: 

H!·!Jr : 

S: 

:.:~.Jr : 

S: 

- 2 - 214 

~• ell, let' s - suppose ve aet lt tenta tively 
for nine? 

Nlne o 'clock FrldaJ. 

Do you t hink you ca n deliver hi m? 

Yes , I think I can. 

':/onderful. 

I ' ll tell him toni0ht: and if t here'• anJ 
reason that I non ' t know about .. .. . 

•.... I 111 coll you toJ>or rov. 

Very fine. 

And you will , of course , ma ke the arrange­
ments with the ConGr essman. 

',H th l!r. Dought on? 

loell , t he Senator wil l be t her e unlea! you 
heRr from ~e tomorrow. 

I'll exo ec t the Sena tor at nine o 'clock 
Fr lday mor n i n~ unl ee a I hear t o the contra ry. 

And ln your office . 

It you , leeee. Cr, 1~ he ~anta so~e o t~~r 
~lsce , I'll be g! ad to to any o ther ~lace . 

Oh, no; he'll be ver .1 lad t o eoce t ::er e. 

Anc this wi l l be a eonf 1~ •n t1al ~eet1ng . 

Yes , s1:r .. 

Thank you. 

Thank you, t<r . :~or&en thou . 
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H.i.:.Jr: 

- 48 - 215 

',/ell, I think you have all eot rrhat you tro.nt . 
\"le will have another whi rl at it . I am ve'I"J 

· much obliged and I think we have made good 
progress, 

. 
• 

' 
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c 0 p y 

Octohr 29, 1941 

J.!IIII)RANDtJll FOR JIR. BARNARD1 

The appended plan is submitted for the 
Secretary's consideration. It has t he ~ndorsement of 
J~essrs . Paul, Grovu, Foley, Morris, 'Rhi te , and lr:ades . 

223 

In order to show that the T1·easury ia 
contempla t ing a balanced program not unduly burdensoDe 
to the low incoae groups, we are strongly of the opinion 
that the separate parts of the plan should be presented 
to Congress at the same time, with the reco=mendation that 
Part I be taken up immediately. 

that the 
the rate 
cent . 

Mr. Groves makes the important reservation 
exemption in Part I A (2) should be lower and that 
of 15 per cent should be reduced to 12-1/2 per 

Attachment 

CLK/tHF: s 10-29-41 
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TRFA.SURY TAX AND AliTI-IllPLATIOH PLAN 

part I - to became effective January 1, 1912 

A. A 15% withholding tax upon all individuals 
measured by 

B. 

2. 

i ncome from all sources (e.g., wages, 
salaries, d1V1dends, interest, rents 
royalties, etc , ) ' 

after personal exemptions now provided 
for income tax under Revenue ACt of 1941 
(i.e ., single person, $750; married 
person, $1,500, each dependent, $400), 

3. with provision for repaYJ?ent in part after 
emergency to those 1n l owest brackets. 

Net increase in revenue under this part of 
program estimated to be $2, 700,000,000.00 

Part II - to become effective January 1, 1942. 

A. A S% increase in payroll t axes fo r extended 
unemployment insurance and ol d-age assistance 
portions of program of Social Security Board 
aa follows: 

224 

!IE! Employer 
Now After 

£mployee 
Now lfter 

Uneraployment Insurance 
old-age assistance 

-:r -:r-
1 2 

4 T 

\) --r-
1 2 

T T 

B. Net increase in revenue under this part of program 
estimated to be $1,900,000,000 .00 (consis ting of 
$700, 000, 000 from unemployment part and $1,200,000,000 
from old-age part; gross tax increase being $1, 600, 000,000 
from unemployment part and $2,000, 000, 000 from old-age 
part ; difference made up through increased benefits 
paid out) . 
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Part III 

i. 

- to beco• ettectln with Rn111ue Act ot 1842 
but to be aubm tted al.W. tueoul7 w1 th Put I • 

• 

taxea; i.e., 
adding the tax under inveated capital .. thea 
to the te.x under enrage eal'lllDgs •thod ud 
dhiding b7 2). 

B. Manufacturers' Exciae Taxes (i~oaed or increaaed 
to discourage purchase of goode oo.petitive with 
detenee articles). 

c. 

D. 

E. 

"· 
G. 

B. 

I • 

J. 

Estate and gift tax reYision in rates ad 
exe.ptlons , ilong lines ot Treaaurz 1941 
proposal, &nd an additional renalon to 
prevent avoidance bz lite insurance and 

powera ot appoint .. nt. 

Elialnation ot tax-exemption ot holdera ot 
future state and lllml.caal aecurltiu on 
interest derived froa is source. 

Elimination ot discrimination in favor ot 
oommunlt7 propertz states. 

Reduction in depletion deduction. 

Revision ot capital gains tax proviaion. 

Taxation ot lite insurmce induatr7 . 
($30,000,000,000 lD asaets ad $8,000,000,000 
in tax-ax.-pt incoM). 

!lialnation ot tax ex~tlon ot di Yidends on 
stock isaued bz Feder Resefie BiDia, SaYing• 
and Loan !uociationa, Jl'aJ'II Lou Banke, etc. 

Equalisation ot the atatua of dividend• ad 
corporate lntereat tor deduction purpoaea. 

l. Miacellaneoua corrections o! the stabtu
1
te to 

prevent avoidance and pro.ote equita e 
incidence. 
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TREASURY DEPARTMENT 
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TO 

"""' llr. llarDU'd 

!!tw• ad •mh.d! of ftoN• 
!M .. ,._ ~ ot .-ctsa tr. ,_ ot __ .,no .. 

reqW.ro<l"' ,.. ••• iatlatia ot 10% 01' ......... J-, 1942-

.-.. 1941, u 16 ,,,., 'fl. ....,..to4 ... _ reqcdr..S u 
ti ... , ... , bat 1\ u pN&I.bl.o that \lila mFt 'bo -"""do ... 
ban coOI\81cln'M - ot d!.rocot taxatioD-a'filll ocmti"'l wbl.ell at 

•at oalT ~4 atte~ to w1~ t'bo •'P'" noquirecl, 1,e,, 

16 bllUAII. 

It 1e acre..s that Ulr dirocot w- s"f1.JJ& pla to -trol or 

stn1J1M Satla\ta 1111>1114 'bo ~-end nade ettocotlw u -

u poNUile. 

lofllal I r&Y .. ,. 

wlt.h .....,..t to t.bt erl rt• ot old sp on4 ev'l'lwr 1tow ""• 

rn4 with r.-peat to • .,.,.,re ln--• lbftl4 'bo .....,tecl1 on4 

\hot tho propoala wUh ....,...t to hoopi.Ul.S..OU. end oldal­

u..r-e rn4 &onerol NUot 1111>1114 'bo rojoot..s. fbo JftPO:.lO t.bt.o 

aps!'Oftol iaftlft i.nlll'- ot p19ftU \&aS ot 1.$ tor Oll'lCfWO on4 

ot :all fbr .,., ,._, or o W\111 o4d1u-l I'OW at 3f.. tile 

aancne JIIIJI'Oll ua. r.r -w -nv ..u ...._. a-. 
ror t.bt tll'ft t• ,_,. u... -.. s...lft • lH uw ot 

.... ~ el ..... L7 ..,,,_. ,.. OU' pUJIIII 1\ 

-

, 
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1. Ia4h1.bal laoe• \yl IaoriAOO nnu n\oo 
ot la.4h141Ull laoeao \ax oa n.r\u ao\ laoo- 1a 0~ 
oou ot t5,000 \ociloala, vl\la l or 2 porcoa\ ot \be 
lover lnole ea4 nacliiC 'liP to ~ or 6 perooa\ la \lao 
bilbor \r&ekoto, $ 200, 000,000 

2. CorporaUoa """"" 

.t.) ...... mflh \ul lnioo 'llaaio ad. 
horoooo raho. fltr ._1o, it \lao tax voro oo-\o4 
""lac u anr-co of \lao lllOO• .....a.u ad. \Ito lnooto4 
eapUal oro61t, \lao rnoa,.. voal4 llo laoroa oo4 nb­
otuUalJ.T, 

~~ lu\y;a lllcrMoo n\oo 2 poro•t fro• 
6 0114 1 to I ea4 ' roopoe\1 Y01T, 

}o :lo\ah aa4 elf\ tuo!l Iacroaoo ra\oo ao4 
lower ese.p,loae. 

~. D•t•••• esol11 \azeas IDoreaa• ra••• oa • 
tow lapor\u\ U•o aa for ._1o, a1l\oaolllloo, ro­
tricua\oro, aa4pcool\lT otbero 'llltlob aiel>\ \o -
coo\o4 '117 \bo 4efoaoo -cloo. 

!o\al 

u. Clte•r• reoom:nl .. '' 
olOII lo!"@!ll! 

1. P?aa4a\oJ7 Jotat rotm• 

500,000, 000 

200,000,000 

1100,000,000 

If aaa4a\o1'7 Job\ rohrao _., \o olllll0to4 til• •' loeo\ • 
obuco rol aU-c to oo-UT propor\T h-• h r-•oa4o4. 

2. lanraaoe -Uoa 

.t.) Aleta tile troet-t tor o\oall: u4 _,lUll lanrall!! 
co..,.Uoo o\laer \baa Ufo, 
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B) Re¥1oe basis for toxet1on o! l i Ce lnourenco coopenle• 
to provide mor e ade~uste taxat ion. 

3· J:li minate percent O{te deJ)lotlon or other,~iae r evise t he 
nreeent seale of excessive P.llovancea. 

4. ~~exemnt securities 

A) il~inate the exe~tion with reaoect to ruv~e issues 
o! State on.~ local o0ligttt1ona. 

B) Reetrlct t e& exe~~tlon on outlt,n4ln& 1saue5 ~o tf-e 
t~x•• nov nre•P~ling Pnd nossi bly to thoae ~re•ai:lng before ~he 
r Ate locre~aes under the 1941 Act. 

5· c~ itnl rain• and 1o•• • • 

Align alternative ~AX on C8 JitAl Cftlna ~~d losses to allow 
fo r r ote inc reaoos under t he 1940 ~~4 1941 Acto . 

LS :DD: 
10/~/41 
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COST OF LIVING 
Changes in Buying Power of Your Dollar 

World War and Now 
Total Cost of living 

WORLD WAR - NOW -
'flh•t Your Dolla r 

Would Buy- ~•••• 

Jun.~ 
1920~ 

48X 

Food 
VIORLD WAR - NOW -

What Yo~o~r Ooll• r 
Wowld luy - JtM • ••• 

What Your Ooll•r 
'Would Buy - "~' •••• 

Junt~ 
1914~" 

Junt.-
1939~ 

JUM~ 
1916~ 

JuMm 90" 

19ZOE[!J 

44X 

~~mr 
84% 88t 

JuM 7 An>wer 
1'14Z ,.,_,a. 

• on us 

Shelter 
VIORLD WAR - NOW -

'Wha t Yowr Dolla r 
Woukl luy - 1t1• •••• 

Junt c:!:::J 
1914 lliiiiT.!il! 

IOOX 

JuM~ 
1916~ 

9BX 

JuM~ 
19ZO~ 

77X 

'What Your Doll•r 
Would Buy - ,.,. . . .. 

1~~;-
IOOX 

;~~- . 
98% 99% 

*~ 7!:.~ • on us 

'Wha t Yowr Dollar 
Wowld Buy - ,.,. , ... 

Clothing 
WORLD WAR - NOW -

What Your Dollar Wh•t Your Ootl• r 
Wowld luy - Itt• ••"' Would Buy - "" •••• Jun•- June-19 14~ 1939~ 

IOOX IOOX 

Jun. - S.pt.-
1916~ 1941~ 

89X 90% 97% • 

Ju II June 7 AMwer 
19~ Eilx 1'14Z • ";:;:';;; 

Heat and Light 
VIORLD WAR - NOW -

What Yo~o~r Ooll• r Wh•t Your Dolla r 
Wowld luy - I!M4 •••• Would Buy - ,.,. .... 

1qr~~ #~~tl¥J 
~:rBr ~r:nr 

96X 941 96X. 

tmrJ 
59 X 

·~·· "' H4 ,..,.. .. ,f AIM INI 
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COST OF LIVING 

Changes in Buying Power of Your Dollar 
World War and Now 

Total Cost of living 
WORLD WAR - NOW -

\'i'hat Your Ooll•r 
\llot.~ld Buy - ""-. .. 

Food 
VIIORLO WAR -

What Your Ooll•r 
Would 8uy - lt14 •••• 

Juno~ 
1914~ 

IOO X 

Juno~ 
1916~ 

90X 

NOW-
What Your Dollar 

Would Buy - '"' I•" 

Juno,_ 
1939~ 

100% 

So pt.~ 
1941~ 

84JC 88.t. 

JuM ?~r 
194Z tJ.p.nd. 

• on w 

Shrllter 
NOW-

What Your Dollar 
Would Buy - "" ..... 

'~'hat Yo"'r Oollar 
Would Buy - ltM 1.,. 

Clothing 
WORLD WAR - NOW -

What Your Dollar 
Wowld Buy - ,. ...... 

Juno . 191.. :\ .. r 

00% 

Juno -
1916 ~ 

89X 

What Your Dollar 
W0t.1ld B~o~y - 1t11t ,.,. 

Juno~ 
1939~ 

IOOX 

S.pt.~ 
t941~ 

90JC 97.l. 

Ju ~ June 7 Answer 19~ w 194Z do,_m 
.,., • onus 

Heat and Light 
WORLD WAR - NOW -

Juno " 
19ZO[,A 

59 X 

Wh•t Your Dollar 
Would Buy - ,.,. •• •• 

Jun• 
1939 

, 

100% 

S.pt. 
1941 • 

94%~ 

JuM ?A-r 
194Z cJ.p.n<h 

• on w 

• 

' 
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PRICES. 1939-41 COMPARED WITH 1914_:16 

....., 1914-100 'tlottd Wor l'lriool: Alof.I9H • IOO "'-t Poriod 

NT PERCE 

145 
c mod'. ' 

140 

ISS 

130 

125 

120 

115 

110 

lOS 

100 

1- All om 1t 1cs 

- FlmMonlh 
of IVo~\ 1939 

11\. ~914 
1940 ~ 
1915 

PE 
.L 

I 
1 
I 

•• • • 
19 16 •••• • / 1 ... 
/ /., •• !&d«J 

'i' / Oct. I$ 

~941 

' _ I -'- -'- __1. 95 J MMJ SNJMM J S N J MM 
_l_ 

J s N 

RCENT 

145 

140 

135 

130 

125 

120 

115 

110 

lOS 

100 

95 

140 

135 

130 

125 

120 

115 

110 

lOS 

100 

95 

1- Food s 

t-- FimMMlh 

•' "'r 
"' ..._, 

"""' I 
............... 91 4 

..... )!;.0 ~ 
1939 e9i~/ 

90 J M M J S N J M M J S 
_.J. _l I 

N 

sovrc• I L I 

A ' 
..... . Endod ...... I 

Oct. ll / ':/ 

40 

35 

30 

125 

120 

115 

110 

105 

100 

95 

90 

/ I 
I 

I I 
194t L/" 

J.-"'19 16 

.,7 

J M M J s N 

•·m 
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COMMODITY PRICES 
A•'f-t lnt•IOO 

~NT-----------y-~-----------r----------·pHU~~-cu~~ 

2& BMic Commodities 1110 ISO!--- ('tYiultr•) ---1---------:l '-'• ,/-
1 ·on a 

~~~------+-------r-J'~---~IWO 

130~----------+-------------1r-#----------1110 

-~It& J 
~""r-----/--::. 111111:.--------!120 

II OI--------f----+----'~ttq~~~~~~~+------iiiO 

120 

--IOO~~~.,.---t-----+------1IOO 

9o~~~·~~·~·~~~~~19~~~A ~·~~~~·,~9~'.t1 ~~·~ to 
130 1919 - 110 

I ~~ 
900 Commocliti•• ----+--/-~~--ji20 1201---- (WholrNir) 

6:~~~110 11 0 

I ~~ 
100 

L~~·~~·~·~~~~·~·~~~~~~~~~~•o 90 1919 19.0 19~1 120 
12o.---~~--r--_:_:_=--~r----~ 

Co.\ of~ ----+---7 -l"o 11 01--- (~) 

I --~~~~!!!!!!!!~~~--liOO 1001--
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WHOLESALE PRIC ES 1910 TO DATE 
192 6 • 100 

y~~~~~4-~-+~~r+~+-~-+~~rt~1-~-+~+-~-+~~ 

-~~~L-~~~~~~~~~~~~~~~~~~~~~~~~~ m 

---
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f· . 
~i 

( 

R PE 
CEN T 

170 

160 

150 

140 

130 

120 

110 rr 
!..' 

MOVEMENT OF BASIC COMMODITY PRICES 
Raw Industrial Materia ls and Foodstuff s 

. ,. "'' .. , 
Weekly Avelrage 

r 1\ 

AUGUST 1939 • 100 

PER PE 
ENT C£NT c 

R 

I 70 170 

I 60 165 

I.J h 
I 

~ 
o.,ily 

~ 
12 Foodstuf'f'$-..._ ) -• I 50 160 " I 7 lA 

/ "" -,. I 

J ~'!'-..,16 Row lnc/u$trial I 
7 1.1 

Materials 

/ r .... I 

"' 1-.1 I 

4 0 ISS 

30 150 

20 14S 

10 140 

12 Foodst_uf($~ 
I TI T -, 

16 R<r<tf IM/u$trial 
/ Materials 

PER 
ENT c 
I 70 

I 65 

I 60 

I 55 

I so 

I 45 

I 40 
,._ 
~ 

IOO A S 0 N 0 ~ F M A M 
1940 

J J A s 0 N 0 J F 00 13S • 11 t f , 4 .. • H I • ., u ,. • ll lO 11 l!> 
1941 19•2 Slf'T. OCT. 1941 NOV. OEC. 

I 
I 

Pcrcent.dge Chc!t nS• for Individua l Commodities. Au!,l940 Low to Oct.l7 and to Oct. 24. 1941 

!l:r;u16~;,;~~~~1ll----~ 
1/0. ]X 

71.9X 

251~-------------1---------llf~ttort 7UX 
Cloth 7lZX 

J------111! q.,,;, 6t.3X 

50 

S~OX 
SI.1X 

Ja/X 
2/.ZX 

ZJ.IX 

&JX 

2.7X 

Au~. 1940 
I.: ow 

Oc:t. 
17 

Oct. 
Z4 

• 
Oct.. 

17 

IS1.1X 

,.,., ... 
• 

. 
• 
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THE WHITE HOUSE 

WASHINGTON 

238 

Cctolcr ~o . l~ l 

...... ,.. ---· - · ~ !J .... v. _ _ ,. ... -.~ ~--

... . ' 
• • ..... . ~ j, • 

... _, .. 
.\.. .. u 
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EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF' THE BUDGET 

WASHINGTON. 0. C.. 

239 

Ql': ~ 9 1941 

!GliOli.IJiDtlll JOR mE. PRJ:SIDI!I!; 

Sv.bJoct: ~ Urconc:r ot .AAU-Intlatlonary Meaw.ru at 

th1t 1'1111. 

!he nov detonoo procr.., vlll b&vo tvo u,Jor fiD&IIolal l<rpllcatlooo. 

(a) J'edoral u pondituroo are nov """"iDe at an annual rato ot 

nearly $24 billion, aD4 vlll be at $JO billion b7 tb& end ot tho !local 

roar. llatlaatoo for tho tlacal year 1943 aro contlncont on tho nov de­

ton•• procram vhlch io net rot dotorminod, but an ancua1 rate of $42 

b1lllon br tho end ot tho next !heal roar oooao planolblo. 

Tax recetpta art alto incrtatln& becauat ot 1ar1er lncoaea eA4 

protl to and tb& hl&;b&r ratu ot the Ron nue .let ot 19111. 'l'hooo t&J: 

lnoroaaoo aro not tu.llr anti-inflationary in ottoct bocauoo tho larcor 

P&11MDtt next year will to a creat·er axtent be 4er1Te4 trom past or 

current t&Ti~a than from reductloua ln current conwgaptloa. 

~ J'oderal d.oticlt h nov runninc at tho anJJII&l rate of fl2 

bllllo~t a rate vhich vlll probablr bo doubled b7 tho ond of tho ! local 

roar 1~3. !he additional purchaoine povor thereby created vlll, how­

ITer, probably exceed thit l arce lncrtatt. 

(b) OD tho othor hand, tho nov dofenoe program roquiroo that 

non-detente production. eapeclall7 construction ~ equipaent, be cur­

tailed draotically. Capital outlay• of buoino oo, covornmont, and COD­

... ,ro car be cut b:r $8 billion durlnc calendar 1942. Sv.oh contraction 

vlll bo a povorfUl antl-intlatlonarr torco. 

Conoldorinc all tactoro l nYolYed, it appear• likol7 that a 

oubotantlal 1ncro4oo 1n conouoro purchaolnc povor vlll talco plaoo 

4urlnc tho next tvol n aontho. l<onco a crovtnc total doaand vlll bid 

"' tho priceo ot prodw:to vhooo ouppl:r 1o rootrictod., Unio u otteo­

tho antl-lntlatlo11&1'1 moaouru are adoptd, p!"lcoo .not bo u pocted 

to ro.,.t tb&lr r iot attor the pruent lull . Sv.oh moawroo ohoulcl 

lnclud.o price control• ao voll a o aboorptlon ot part ot tho nowl7 

created purchatlng po-.r. 

Tho rooont plan tor an oxtondod Sooial Security procru calla 

tor • hea.,- inert• .. isa pa7 roli"li:Xit etlt!'hQ laBtJ&tj I, 191¥2. I\ 
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...., aboorb "" a4d1 tioll&l $2 billion of l'\U"ChaoillC po""r 111 tha f1rn 

roar of opuaUon, 'l'ha ad.nntqoo of the plan are that 1t co:billu 

1=od1ate abeorpUon of 111&11 purcllodllC powr vtth a.. o:q>~U~Iion of 

ooo1al eecur!t7; that tho addit1oll&l pa7 roll taxeo can bo cclleoto4 

v1 tb the o:doUnr; ..ch1DOrr: &ll4 t hat bettor cond1 Uono tor 1101t worker 

fu1Uoo UD4or the ilofouo procru enableo thoa to pa7 1ncreue4 

ooc1al oecur1t7 tuu vi thout undue har41h1p. !be 41oa4nntocao aro 

that the ta.x burden vill l1kevi11 fall on worker faaiUu which do not 

bono!! t b7 btonae epend111C, and that higher ""«•• raay be de~od bo­

cauoo of 1ncroaoo4 Social Secur1t7 4educt1ono. 

I boline that the a4Y&I1tqu of tho plu far outw isb tho d1 o­

adTanta.get. There i t l)ractic..tly no other meaeure aTallable that C&A 

bo applied ql110kl7 enouch. Other mea111re1 v! l l be needed in the next 

f!ecal year, but tho7 require ""'ro Ume for preparation, I lholl wb­

alt turther reco: .. nilat1one in tho noer futuro Wlcb ;you raay vtlh to 

!DCorporato 1n the ~t llet iOf;O. 

In order to torootall an imminent inflationary doYolopoont 1t !o 

of great import tha~ extended Social Soour!t7 plan be enacted which 

incorporate• 1ncreaao4 par roll taxoe to bec1n on January 1 , 1942. 
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.ua:otlD OJ71CI or !II l'Dilml! 

Jueaaot\Mllol4p\ 

!'b.o ..., clataaH Procr- will baft M -.,jor tbaaoS.al t..pllooUou, 

(a) h4orol OI;JIOII41nl'llo are aow r'llllll1llc a\ aa ~ rate ot 
uarl;r •211 'blllloa, aa4 will be a\ .30 11ill1oa 117 \lie oat ot \ba 
!heal ;raar. loUM\oo tor \lie f1ooal :roar 1943 aro ooau-cea\ oa 
tho aow clatoaoo procru which 1o llot ;rot 4o\ol'll1u4, wt aa o.=-1 
rate ot t112 Ullloa 117 \be oa4 ot tho 1101.1<\ !heal ;roar ooaao plaaoilolo, 

!az rooeip\o are aloo iaoroaobc be...,.. of larpr 1aoo .. o aa4 
prot1\o aa4 \ba 111P.r ra\oo ot \ho .. .,._Act of 19111, !beoo \u 

iAcreaooo are 110t tllll;r aaU-1atlaUoMJ7 111 ottoo\ be-• \he 
larcer p&:r-.11\o ... ,., ;roar will to a creator moat be 4or1ft4 t .... 
paot or ourraat .oaT1aco \haa troa ro4uot1oao 1a ourrOilt co.,._Uoll, 

!'lie J'o4orol 4oticU 1o aow rlllllliac at \ba &llll'll&l rato ot $12 

Ullioa, a rate Wich will pro'babl;r 11o doallla4 'b;r \lie "'' of \he 
!heal ;roar 19113. !'b.o aMHio'll&l ycarchaoiJic powar tberol>T oraatod 
will, bowoftr, probe11l;r -4 tlllo larp illcroaoo. 

(11) 0.. \ba o\bar baa4, \ba uw 4otuu procrao roquiroo \bat 
llOil-4ofnoo pro411CUoa, .. paoiall;r ooaotr110Uoll aa4 oquipoooat, be 
curtailo4 4raoUoa1l;r. Capital oAtla;ro ot W.illooo, conn-.At, 
11114 ooa-ro -.;r lie n\ 117 $S 11illioa 41U'1ac \ho oaloatar 19112. 
s..ch coatraoUoa will lie a powrtlll aaU-1atlaUOD&J7 force. 

Ooaoi4oriac all taotoro iaYOlft4, it appaan lltol;r that a 
n11otaaUal iaoroaH ia ooa-ro ;puobaoillc powar will tab place 
4uri.AC \be u.z\ twolYo IIOillho. leaco a crowillC total 41Ma4 will 
1114 'liP \ba prioeo ot pro4uo\o whooo I'IIPPlT 11 roo\r1o\o4. Ulllo oo 

ottoc\ho aaU-111!1a\1oD&J7 --· aro a4cpto4, priooo not be 
o>q>~c\14 \o ro- \heir r1 .. attor \be proooa\ llll.l . lull _.,...., 

obc'lll4 iacl,... prioe ooa\rolo aa well u uoorpUoa ot par\ of \ba 

aewl;r oroa\14 poarcbaaiac powr. 

!'!Ia _, plaa tor aa oz\&a414 loctal houri toT Procrao llallo 

tor a bea'f7 i110roaoo ill pa:r roll \aDo otartiac J..-rr l, 19112. 1\ 
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_. aboorb an a dditional $2 billion of purchatiQB pover in the 
tirot )'tar ot operation. ~~ advanWof;eo ot the plen are that 1t 
comb iDea il!lll:ediate absorption of 111a11 purchating powe r v1 th an 
expans ion or social aecurit;r; that the additional pa¥ roll taxes 
can be collected with the exioting ~chinery; and t hat better 
cond1tiono for moot worker familieo under the dotenee program 
enablu the:n to P8J' increaoed aocial oecurity t&XIt vithout undue 
hardohip . The dinadvant~o are that t110 tax burden will l1kew1oe 
tall on worker rAIIlilieo vhlch do net benefit b)' defense apending. 
and thiLt higher -ea O!Al" be dt.,..,dtd beceuaa or incret.otd Social 
Security deduetione. 

I bel1ne that the ad..,Wof;tt of tbe plan tar outveit;l> the 
dioadnnt84'eo• '.~here is praeUC&ll7 no otl>or ceaoure anileble 
that can be applled ctuiekl7 uo""' . Other uaouru vlll be needed • 
in tho next !he&l :rear , but the7 re'lulrt 110ro t1ce tor preparaUon. 
I ohall oub=it further reeo~ndationo in the near future vhioh 7011 
_. vloh to incorpor&te in the ~ttMuoap. 

In order to forestall an iJDlllinent infletiour:r denlop111ent it 
io ot sreat 1cport that an extended Social Securit~ plan be enacted 
... hich incorpont.teo increased pey roll taltll to begin on J&nU&ry l , 
1942. 

( Sicnod) IW!OLD D. S:I.ITJ! 

Di rector 

' 
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HMJr: 

C:~era tor: 

'lliJr: 

GrAce 
:'ully : 

:W.Jr: 

T: 

!!!·.Jr: 

T: 

T: 

!!!~Jr: 

r: 

!!~lJr: 

T: 

!CO.Jr: 

T: 

HHJr: 

Hello. 

Miaa Tully. 

Hello. 

Hello. 

Hello, Grace. 

October 29, 19~1 
~ : ~ 5 :o.m. 

Hel lo, Hr. Secretary, how are you? 

Alive. 

Just abou t, you mean? 

244 

Yeah. I've Just been through a tough meeting. 

Oh, dear. V~ . Secretary, on t hat Soon& thinG, 
the President under atood tha t the request was 
go1 ng to come t hrough you thl' t Soong wanted to 
eee him, and somebody said t hat you were going 
to s peak t o the Pres ident a nd t he President said 
you hadn't spoken to him. Do you know anything 
about it? 

(Laughs) That ' s what ' s known ae 'Sin~ a Soonb 
or Six-pence. II 

(Laughs) 

Well, yea. This is what ha poened, end I d1un't 
call you because I thought it was childish ..... 

Uh huh • 

•• : .. 8nd I Just- I onl y call you on laoort~nt 
things. Now, th1e is o.;ha t haooened. See H I 

can reme~ber it, aee? 

Yea . 

Soong came in to aee me and sai d tha t he ' d ~Otten 
wor d tha t the President said he should see me -

.. 
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T: 

HMJr: 

T: 

!lv.J!': 

T: 

HMJr: 

T: 

llHJr: 

T: 

HMJr: 

T: 

HY.Jr: 

T: 

HMJr: 

T: 

- 2 -
245 

come to see me - when he wanted to see the 
Preaident. Well, I aaked and then- I don' t 
know- it came nartly through Tommy Corcoran 
end partl y through Lauch Curri e. 

Uh huh. 

Well, I asked Lauch Currie about it, nnd Lauch 
Currie told me that he had tried to make aopoi nt­
mente tor Soong , I think, through ~eneral Watson ••••. 

Yeah. 

• .••• but had not met with any success. 

Uh huh. 

But he felt t hat the President did no t ~ant 
to see Soong •.••. 

Uh huh. 

.••• . so I did not contact ••. .• 

No, t he President sai d he ' d be glad to see him, 
but he thought that t ha t was t he way i t should 
come through. In o ther wor ds , that the request 
should come through you like requests tor the 
diplomat ic through the State Deoartment, it should 
come throu&b you tor him. 

Well, that' s all right with me, Grace; but I 
Just thought I was doing you e kindne!e by not 
calling you. 

Uh huh. 

Now, see it we nave it str a i ght. In other wor ds, 
the Presi dent consider s tha t Soong, eo to eoea,k , 
is accr edi t ed to me? 

Well , that's the way I unders tand it. (Laughs ) 

And when Soong «~nte to see the President, I ' m 
to bring him over? I s that it? 

Well, to r eouest the a~po1ntment, I t ake it. I 
au?pose that's t he way it goat. 
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f{MJr: 

T: 

HMJr: 

1 : 

Hl~Jr: 

T: 

HY.Jr: 

'!': 

3J~Jr: 

l : 

HMJr: 

T: 

H!~Jr: 

T: 

l!MJr: 

T: 

f!MJr : 

T: 

HMJr: 

24.6 
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All right. 

It you think it's important that the Pres ident 
see him or you think that he has imPOrtant 
business to take up with the President, the 
reoueat ehould come through you to the ?r esident . 

All right , then, I'll tell you what I'll do. 
I t will make lite very much simoler. I 'll eend 
tor Soong tomor row and ask hi m whAt he wants to 
see the Presi dent Bbout. 

Ub bub. 

Is t hat right? 

Well , I guess so; I don 't know. (Laughs) 

~ell, that' s all right. 

But, eay, it you're going to make the request, 
I suppose you should know. 

Yeah. \~ell, I - he was very vague and I' 11 send 
tor him tomorrow and ask him. It I think it' s 
imoortant, I'll call you up. 

All right, tine. 

How' s t hat? 

Yeah, that's all right. 

'Nhat elee? 

That's all, air. ~~t 's all 1 know at the 

IDOment. 

Are you oll goi ng up FridaY night? 

Maybe in the daytime. 

Maybe i n the daYtiiDe? 

I've not deoided ouite yet , I don' t believe. 

Uh hub. 'Nell, t hat' a i nteresti ng. 
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HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

l!Y.Jr: 

T: 

- 4 -
24? 

(Laughs) 

Because tha t makes a dltterence as tar as I 'm 
concerned. 

Oh, does it? 

\~ell , I 'll fi nd out through- I mean, 1t you 
do hear , it you'd let me know. 

All right, tine. I think i t'll probably be a 
dsy t rip , but when I know definitely I'll call 
you and let you know. 

I mi ght even want a ride . 

Uh huh. 

Well , thank you. 

All right, tine, Hr . Secretary. 

All right. 

Good- bye . 
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Seorttarr Mor&enthau 

~ . H. Polet , ~r. 

Ootober ~9, 1941. 

!hie l e intended aa a progr••• report onlt to ahow 
7ou how Mr. O' Connell l a progreaalng in oonnaotlon with 
your ~~eaetlon that he oan~••• the eltuation aa regard• 
apeoulat1~• attl Yltlea ln oonneot lon wl th the Yarlou1 
oo.=odit{ marketa, wl t h partloular rttarenoe to the 
poeelbll t y ot curbinz or ellalnating •peculation by 
aeane o! a t ax on pr ollte 11allar t o the one proYid1d 
ln the Sllnr Purohue iot o! 1934. .l good deal ot 
addi tional work la naoeeaary bator• aDJthlng ooncret a 
oan be laid bator• rou. !he probleg 1a not aispla 
and we baYe onl7 a ••r1 lialted kno•ladge ot thla 
apeoi ali aed and adaittedll o~plioated eubjeot, 

i t {ou know, that iot leYi ed a 50 per cant taz 
on pr oti • real l aed troa the trane!er ot any intere•t 
ln eilYtr bullion, with an eztmptlon tor producer• 
ot •llYer and tor la&ltlaata hedging traneaotlona. 
1 aa ln!oraed that there h now praotloall7 no 
apeeulat ion in ei lYer but that thi• cannot be attri­
bUted ent irel7 to the tax on ita tranater. The 
natlonallatlon ot t iber and the t1d118 o! i ta prloe 
by the Oon..-nt •• probably the b1&6nt li118la 
! aotor in elbalnating t he apeoulator. You will r•­
oall that a .. jor reaeon tor the t ax in queation waa 
to pre•ent traaere troa obtaining hi&h profit• aa a 
rewlt o! the luraue ln allnr pr iou where the 
lnor1a11 wae due to dlreot Go•arna1nt aotlon. In 
thia 11011 it wae ln t he nature o! a windfall ta~ or 
an unJuet enrioblllnt tu • 

.llthouah t he eltuatlone ar1 not ln all r1apeote 
ooaperablt, there h no doubt that epeoula tin ln­
tluenoee h&Ye reeultad ln at lea1t a part of the rapid 
rill that hal taken plaol in the pr ioll or t ara produotl. 

• 

' 
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fvth....,a, 1 - 1afNM4 that at tlw pruat 
tl• tun 1a ..... ta llelhn tad apot tnuuu .. 
at a lfMIIlatln •tan are at but a• laportaat a 
1atlatl....,. fane u are apoNtlau 1a futvu. 
rua llela.l ..... at tha w 4aY1aa woul4 prolleUf 
ut M etfMUn ala11 ..U appll.Ule to •rt a• 
wll ae t.tve baiae. t.w••• • thara nul ... ta 
lie .. ....- IIII.F tu tu aalll4 Mt ba lada4 • all 
trauutlau, wlth prm•l• t ar a na1 .. 1. of tu • 
a IMwbc that tu tra~&atlea -· laptlllata ua of • 
lla1a aa~W lJT the la&lalatltA. Tllh too reqv.lr11 
MUtleMl ..,1e .. u ... 

lr. O'Ceuell ._. 4hauaa4 the a Uar wl th the 
INN• 1a tM ....... n..-.1"- far ,,.,.uaaa u.tar 
\U- SU'nr ,.,..._ .bt a! 18M( aa4 wltll the r.opla 
la SiC w are •tlhlai prllu a the o dlt •• 
arktta fw Ll• la4arlaA• letA are to aupplt h1a 
wlta MUUIMl faahal w .... uora lA the niiJIIt 
wl~ the ust tat., •· Ia lla• alM lie• la aoo• 
tut wlt!t. lr. Jlaa•U et Gear&• Bu•' llhop • tM .... 
.UfMt kt Ul ut aaatuta4 UT et tlla people 1a 
Ap aulve. SalljMt to 7011P tppronl ha 4aea ut 

. ... 

' 
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Soorotar7 Morcoatbau, a. 

1Atell4 4o1q tho lathrt at leaat IIAtil ho hao n.• 
lwlete4 ot.hd' oourou Of Wor•t1ea 011 tho allbj .. t 1 
iu..aoh aa he whb" to an.lcl hadq pr• atiU'O wor« 
got abr oad about what 7011 han 1A aiM. 

lnoldoatal~, lt lo 1Atoroat .I.Q& to reo&ll that 
trOll l i l6 to l a Stup Tu na lnle4 on all aal11 
of produoo for futuro 4ol1Yory. The tu l&rled froa 
l oont par 1100 of Yalue to & oenta (the latter troa 
1982 t o l i M) . There h 110 .lnclloat1on th& t t he tu 
•• lntoll4e4 t o a!foot trulq 1A tuturu, tholl&h the 
1Aorea .. to 5 oenh .ln li32 u:r han boea lntondocl to 
eurb lhort .. u Lu at t.ht depth of the deprualon. 
la t.A1 nont t ba iu •• repeal141 .ln lga8. 

(Jn1t 1al ed) 1, a. r., J• • 

JJ01C. Jr/LIW 
l 0-2Hl 
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o.• ·- 29. 1941. 

1a -· - - ·-· 1a ,.,. .. ___ e4 0.' I' W ._., 1941, ..-..-lice 1a _......, 

&1- to. ~ ~., .. -.1.. - ....... ..w.. "'"' 
eo&.p tue, u .., be -'...,.. _....,. to tatilt•w 
_,.ri-18 at• ... - 18 ...... -a\ \1111 ,..!l,delplda IUD\, 

"'... '" .... , .... -.u-.-- be,__,. tW at*-1. ... 

eo;nw 18 111- aou. ta ftllna ua •• ..,.., or - ..-18 

18._,....., u ... 

.... 

?7.-/.'. (!. 
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DeU' !leUOI'I 

I aa 1elldbg 7011 herewith IOM 

additional up-to-date info ... tloa 

OD the COlt of llTiJI& wbloh J OII M¥ 

·unt t o uae 1A 7our 'broaaout. 

SiaoerelJ JOill'l, 

llr1. Prenltlla D. l o01enlt, 

The Wbi te l oUH. 

r,. ?J'I. e.. 

.-,-3 ;;,:;;:,, 
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=· a;'· InorMM 
1 1 (~,.. .. , ) 

( ..... , ( oenh) 

HM (ltt,) ~·~ ~. 2 ~ ta• (4oa,) .2 6.9 
lihUe w..a (n.) a.1 ··5 d svuer ( 1ll,) ~., ll),i 
Potatooa (1i 1ba,) 24.1 )2. 
CottH ( llt. 20,1 ?~.7 ~ 
111111: (q,, ) 12.) 1 .9 1) 

In a44U1on to 'be" aklldaJ'II u .. • 1n btl' atnu, she _,, 
alto pq ~ .. " foP beP eooll:1n« 111Fedhatt an4 for other 
etapla too4 U••· na tollaW111C h a -paruon ot the prUo 
abe -•• 1181 tor a--·~ ...aa U••• u a oapared vU h 1an , .... , 

~=· ";J!'· IaorM•• 
1 1 (~r.ent) 

(oftU) (oenU ) 

a.sv (10 1lla.) ~·0 60. 0 11 
.1 ~l:i 11 n- (10 1'ba.) 9.) 57 

Lar& < n. > 
EYapora\H aUlt ( 1~t o&. oaa) 7.0 .. ~ 20 

, :I )2.7 n 
Obeo• U"·J ~.2 17 
0.1 ... (ltt. ... ) ~·9 )~.7 JO 11&1••, I'M ( 16 oa. 1 .5 1 •• 12 
eon (ao. I oaa) 
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,_ ' sa••!.,!U" ., ....... ' ........ ,.,,.. a- lui 
rt'l••••r7• - - - .... la fMt 0 ._ l 11 EM .... ,,.. • ., ... .._~.,_._.._ .. an •• re-....lul .. P'••· ftll teUewlll& ... ...Utllda•lr .. ,.._UIWI 

= .. .. , . 
eottw .....,. 

1~ ... ~·~-~.,r·~· , ........ .. 
..... 

7 

•• 1,.0 ··~ 1"1 

• rl• """"' 
t.ee --.1 ....... ~ Ja eee.1e ,.... la Ja ·-· u ,.,, .... 'r ...,. r • fit a.i11> ... u.u.. ...., a rw 7 

•h• &a ,.... ..... .u.. rd.l • .,, a •· 01 a. Ja ,.... "" 
nlelll Jl'l• .. ._ ...,. •11 ... 110 .. 01116 - ....,. lw"nl 
11e\11eW * 'IM1( fit ............... fd,M1( fit Oftl ........ 
...... ..... .... ..... ... •>> .... tilllll ........ te1t 
aaba11el. ft!l !!!!!!':f 1' , .... ld fit ...,. Ja law au•l &a 
Jrlw. w ••• 1e='•lli Ua u •"•" et f ,. ..... 

,.. .......... \liD ., •"" ••• belltlilt " ,, --' ... 
Ulat lllD Jlllll .,.uaaw ............. .,=::=~ ..... . 
&air I • la a:aa ,., ............... lf"'... ...... 
1,_1 .. ·=··· la ~ ,_.. dUet .. .... ,.. 11 dUel a 1111 T ... an &a &.eat• •• "a:fa ..... 
1.J ,.,.. •• ... 2 

•• 1141tlt 1 .... la ...... 
U'l ~ lllle, - - I t vt• ... , la wftMI l&t&el. b 
... r.ft • .,, ,_ »'• till ..... fit D 18'1 ..... nrl1a 
.., Nl ... IMt 1 u ?Jf' f&atet •• f!.!... t11 1!,~ .. • • .. s JL 
::: ~ ~ ;. -:.' 1lldl?t, ,!!~h .. ,.; ;-........ la 
1,1, ull,.. 

OltiM fit ....... ...,.,..... '• 
JllYlaU. ., .......... ltdlat'-'· 
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TO 

PJtOM 

TREASURY DEPARTMENT 256 
INTER OFFlC! COMMUNICATION 

DATE October 29 ,1941 

Secretary !.lorgenthau 

v. F . Coe ' It 

Some t1l::le ago 1"1hen you heard about a cri~ical 
report on dei"ense prccluction pr epared by Robert !Iathan 
of Stacy ~ay's 9ureau in OPk, you asked me to try 
and ge t i t . Here it is t =e ther with a reply to 
it prepared by Army Ordnanco and !Ia than • a com:nen ts 
on t he repl y . 

No doubt you now havo much better and more 
complete figures on def ense production and will not 
f ind any new figures in these documents . Neverthe­
less, they are worth r eading because they g i ve a good 
sense of the curi ous r elati onship between OPM and 
the Army, and of the shortcomings of t he Army's 
organi za tion for production . 

These documents are only l ent to us . When 
they have served your purpose, they are ~o be 
returned to: 

J.:l• . R. R. Na than, 
Bureau of Research and statistics, 
Office of ?reduction UanaJe~ont , 
Raleit;h Hotel 

. 
• 
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TREASURY DEPARTMENT 

INTER OFF1CE C01o4MUNICATION 
258 

DATE October 29, 19~1 
&eoretal'J Korgenthaa 

llr, lihUe vrc. 

lnglan4 - Pood 8uppliea and R&9ketttr1pc 

1. ~eniag 8taa4ard article ot October 11, 1941 olat.a 
to IJUbataaUate chargee of largt-ao-'-e tood raokehtr111C 
aade bJ e .. e paper late 1a Septe•ber; -'-legea that black 
aar!l:et haa been wpplied b7 raokthera 1lbo haYe purchaeed 
tood npp11ea troa 111n1atl'J ot Pood. 8&3'• -'-1 alleged • 
raoketeera haft been tried in police oourtt, and that tb1a 
11 iaoonahtent w1. th Lord Wool ton 1 ' proai111 to ahoe ao 
••ro7 to auoh raokettera. 

Dail7 llail reporta nee t7P1 ot h1ghw&T&aft buJiag 
goode troa driYere ot lorr1ee oarl'Jing food and •erohan-
41ee. 

2. AJ.dlraaa in llaaoheeter ohargae that laok ot oold 
atorage and traaeport tao1litiea ara aaking naoeaa&rJ the 
deetruotlon ot tbouaanda ot pound• ot tood in that oitJ. 

J, 111nietl'J ot Pood prom a .. : 

(a) aubetaat1-'- lnoreaaee ot 4D• .. uo augar and 
tat ratione in aid-•o.,.a•ber, &D1 
(b) gr11U7 1lloreaae4 allooaUou ot tntnU&l 
tooda to oaateena, Br1Uah Reataur&Dte, and othtr 
.. tabliehaenta 11l"t'1llg aeela to induatr1&1 wor!l:era, 
w1 th priori Uea tor thou uniag hea't'itr 1n4uatr1ee, 

(Pro• the London preaa, Oot. 1-13, 19~1 - ol1pp1aga troa 
Oaaad&J) 
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TO 

TREASURY DEPARTMENT 259 

INTER OFFICE COMMUNICATION 

DAn October 29 , 1941. 

Secre tnry Morgen thau 

1! , D. White 

The fol lowi ng quotations may interest you , They 
are culled from a letter re';)Drted by the F . S . I. (in a 
colllmunlcatlon to S . Klaus) to have been written by a 
Swedish banker who recently traveled in Germany and 
Switzerland . The letter the F.B. I . refers to is dated 
June 8, 19~ . 

1 . 11 Accor d in,! to :Ierman op1r.ion , ,;old ttlll 
continue to be used as a common cover . " 

2 . " The Oer r.tan m111 tAry oi'flo1als enphaslze 
the importance o f t he sol diers hnvln~ pl enty of 
money to spend -- 'O therwise they would be l ess 
w1ll1n:; t o figh t . " 

; . 
that 90 
decided 
are 100 

11 Japanese observers ln France consider 
- 95 percent of the French people are 
opponents to Darlan and that the youth 
per cent a;;alnst hb. " 

• 
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INTat OI'I'ICa CCII lUll CA110N 

TO aeoretar, Morcentbau 

PROM 111', 1fh1 tf 

111'. G~o of tbe lortet Eabau:r oalle4 oa 
• thh atteraooa. 

l. I alke4 Mr. GroQko 1f he had reoehed aa:r 
oo-ual.oatl.OD froa hie O.O.el'II.Unt rega.rd1ng our 
pre•l.ou.J.:r ~re .. e4 question ae to whether or 
not the lo•l.et Gcweraaent would underhkt to eell 
ae IIUoh gold to the 1Jnl.te4 Statu ae 1t eelll to 
I:J18lan4. Mr. GroQko replied that he had reoe1•e4 
no a4•1oe on thl.e queet1on, but would take 1t up 
ap.1a. 

2. Kr. GroQko etated that the t1nano1al poe1t1on 
ot hl.e Gonraaent 1a 1 dU't1oul t•. Ot the '50 
a1ll1on ad•anoed b:r .Jonea, all but 13 a.1111on han 
b .. n epent. Of the 130 m.1111on aga1net gold ehip­
aen" all bat b .. n epent. Tbe ao•1et Gonrnaent h 
bec1Dnl.JII to ehip the 130 a111.10n ot gold. 
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OCT 2 II \941 

llr 6Mr ... . ..... &'Ait.U.ao 

I Oli* te ""- te tM -.rn•at &a\M ..... , 15 19111 
Hlatlft M IM ... lliM at )01,000 fbe .. ., -· at .. i& 11r \M .... ...,. at ... ,.....,. .......... _ •• , at , ........ , a..tet 
s.da.Uet ..,_llft, tlllllM' *1* aa ..._.at tlO 000 000-. 
............. , 16, 19111. • • 

I ..a. ~1- Sa ..a.atac t• ,_ laf-\be M -.w. 
., ... ...-r ..,.n at ... waltM ...... IISat ., ... "-l- ll.U. 
.. .-lr'ale ., ..... 1& .... -""' ...... _,.,_,. -
&apealtM 1lr ,_ .... t • e.te"- • I• tu _, •f , .. 
~., ... ,. .. •· 

t .. OliU a\Mrft ,._ tM -1•- ••n \MI tM *1,_.\ • 
.,._ Mltlac Ull _.. ....... - &IW ·- te -'*'• 1"''"·"' rw tnF - at ,.1& .- ...... • on1• ., .,,~.m:ro. uw 
, .. &MM\Saa at \M -· at tlii,O)O. 19, •••••ttac , .. Ita\ ....,,. • ., n,. .~ .,w , .. 1~ llallllltac ...... at t1),rrt.1,, ... 
Mt ftl• at tM ,.1& •• .,,5)11,1116. ,1. Of \Ilia_, at ,.u tM raua.t .. -.. .._ ..,u.a llr , .. , .... ..,. .,.w, tM _, at ,.u 
......... ,..... ... ", ....... \ar7., ... "' ............. 
... ' at ....... 15, 19111• ...... ., 
rs.a. ... ..u ... I Ubi 
!IIIII 'll•IC !dl 7 • tm Itt '''M tf !tlt 

1,,~.u11 .......... , ""·6o tu,no.Tt $11,1Jl,9ll·'' 

...... at Wllac laa&ll .. rwtHr ,., JelM ,, !!14 

0 •• '''M t( !tll 
.., ... ece 

11,,. • ..., - .,...fl "'·00 "·"1.-r eut.fOI·" 

• 

' 
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_, ... tile MIIMIMI '-'1 I ... Mt ... et ... J11,_, 11M \nr 
- ., .. u .. u-.. _._ * ..,. .., ., ...,.... 1,, 1~ ..,. ......................... *'· 

J r . 

•. ........ ..... . 
...... •• .tnabM .a ...... . 
.... ., ...,... IINSaUet ..,U11ft. 
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TREASURY DEPARTMENT 265 
INTER.OFFICE COMMUNICATION 

0o1 
.:,]'~ DAU October 29, 19~1 

TO Mitt Cb~nce7 
\,.' 

'"o,. llr <.d51ot r1ch 

I belloYe that Nr. u. Y. Boll tpokO t o the Socretor7 about the 

aoollcat 1on of the amounts mentioned at tho t1• • thAt tho Secreta<7 o1gned tho 

letter referred to. 
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TREASURY DEPARTMENT 266 
INTER.OF1'1CE COiolloiUN ICATION 

TO Secretar:r Norgentb8u 

••oM Mr. Dietrich 

Wit~ roterence to the let ter o! Oct ober 29 , 19u1, to Ur . Gro~ko. auooian 
Chnr1,'<' d'At!'ai•·eo ad 1nterLl:, r •gerd1nc the eo ld received on the ss DNZPROS'l'ROY 
walch wao 4eli~red to tbe San ?r~cioco Kint on Octo~er 20 , I e£lled Kr . Groo;rko 
u•' emlained to him that the Trcaoury wu "P!'l 1 i DC enoll.ih gol d f rom thlo ohip:.lent 
to l1ou1date tho purchaae of 301,000 f'1ne troy ouncea ot t;old purcl'oa,seci un6.er t!:.e: 
•u••~nt or A>IO.'Illt 15. 1941. I alao told llr . Gro:vl<o that the bcll!JICE of the 
.old wno boi"C.C opplied 86ainat the .,old purc~aae4 under t~.e aQOe,.nt o! October 10 

cr.d that t t.e t.IIOUJ>t of ap1>roxil>e.tel;r $503 , 000 , repr eoont1nc t he difference between 
the net v~lUI of t he 301,000 ~i!>! tr01 OUllCOI of jlO ld dtli .. r ecl under tbo eqee~nt 
o~ Aut..--uot 15 l'ncl the acl•o.nc• oade under t~t oqeeaent wao be~nc o;>?lied ~not 
~te td•~• sndt under the agreement of October 10. 

Mr. Grom;rlco oaid that he un4erotoocl the ::>ethocl of a:pplics.tion of the 
vriiouo amounta ond fUrther added that all cold oh1upecl by the Soviet w&o to be 
•P·>l1t4 a~;ainet our osree.,.,nt s . 
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THE: WHIT£ HOUSE: 

WASHINGTON 

October 29, 1941 

llttt.t do ,.ou think of tb1a? 'ftlo Pr .. idont 
will rewrite the l&nguage 1n tho t1rat. perocn. 
I • ill call you ao eoon •• tho SPAll aoot.ln& l o 
over tbie atternoon . 

I am t;<>in& to try to arrange a conforonc• 
bot•oon you, Hull and the President at tho 
earliest possible moment to get final approval 
on thio because I think i t is very urgent that 
thie bo settled promptl7. 

HARRY L. HOPKINS 
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'PO BAlli!!! October 29, 1941 

tba Praa1dent bae aeen the Protocol or the conrerenee 

bald 1a lloaeow a nd dbouued the date c ontll l..ned t.herelll 

•ttb Allartean -bere ot the IUsaion, Be haa approYed aU 

or the 1 t•• ot a111 tary equlptllent c..nd wuni t i ona and baa 

directed that t h e ut~at expedition be uoed to proYlde, 1 0 

t ar •• poaalble, tbe r a• aater1a l e, Be hnl ordered that 

dal1YOl"J' becin a t onoa nnd be ulntained l.n the gr ut .. t 

Yoluae peraitt.d bJ tran.porta t1on rac111t1ea. I n order 

to reaoYe •DT !1ncno1al obataclea, the Praeldent hae aleo 

dlreotacl tbat anan&-enu be errec t ed i~~aedl,. tely •beNbJ 

sht,..ate up to tbe Ynlue or one billion dollara aay be 

aade uader the Lebae-Lend Act. 

It 11 h la propoaal , subject to the apprOYal or the 

Oovaraaent ot the U, S.S.K,, that no interest is to ba 

charcact on the 1ndebtednell incurred aa th• r .. 11lt or 

theae ah1paents and tha t the pa,..ata on .uch indebtadne t s 

117 the OoYe,._nt or thf! U.s . s .R. are to bell in only fi•e 

rear• a fter tbe conclusion or t be ear and ore to be C08-

pletacl OYOl' a peri~ of ten yearl ~herellftel'o The 

Pre.tdent hopes that tbe Soviet Oove'Mlllent on ita pan 

will acr .. to aake special error t s t o aell to tbe Onit acl 

Sta t ea auch o-!itlel end .,.terl 11 u uy be anllable 

t o it ..ad or wtlioh the Onit.ed Stat .. aay be tn vcent Macl, 

t.be prooeeda or auch aal .. to tbe Oon~t or the 1Jiltt .. 

Sta t es to bo oredited to the occouat or the 8oYlet OeY•~' 
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TREASURY DEPARTMENT 271 
INTEit.OI'l'IC& COMMU NICATION 

;SJ I 

TO Soorotar,r Morgoct~ 

0 4T& October 29, 19111 

,. 

CO N FIDENTIAL 'ItO" Mr. Diotrlch 

Rogl otorod oterllcc tracoact looo of tba roporUng bMln w ro ao folloYII 

Sold to commercial concern• 
Purchaaed from commercial conceroe 

t. 17,000 
1.124,000 

Of tba l&Uer &IIOW>t, £1.00,000 wre oud to repriiiDt tba proeeodo of ....,h1co17 
export e. 

Open urlcot oterllcc reMlDod ot 4.03-1/2 , ocd tbero wre co repor ted 
traneactlona. 

~bo Cacadlac dollar dlocount carrowod otlll turtbor to clooo at 10-5/8~. A 
week aco. that currency vao quot ed at 11-1/~· 

~he Arcontl no free pooo adTancod to a flnal quotation of .2378, ao compared 
wi tb • 2370 laot nlcht, 

In Nov York, clooing quotatlono for tho forel cn curreccloo l loted below 
~ere ae follow.: 

Brulllac aUreio (free) 
Coloa blac peoo 
Mexlcu '0810 
OrugwoyaD pooo (freo) 
VODOI U8l&D boll~ 
Cll'b&D pooo 

Thoro vore 110 gold tracoactloBO cocoll.l::>&te4 by uo today. 

!lo DIY &Qld IDP61MDh vere reported. 

We Ylro lcformod that the Boab&J gold prlco on October 25 vao oquiTSlont to 
s,4.o6, or 2; hich• r t h&D the quctatloc of Oeto'bor lS. It ..... reponed that, 
durlng tho Yook ended October 25. the quctatlon toucbod a lov of $34.00, at which 
po lct 

10101 
gold wao purchaood 111 BombaJr for export. SUTOr we.o prlced at t he . 

oquhaloct of 411.78; on October 25, ropreoocUBC a pin of 5/16~ oTer tho prl'fiouo 

vook. 

In London, bot h opot and forward ollTor roaalctd at 2}-1/24, equiTalont to 

112.&71. 

. 
• 
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fbo trewu,•• puoloue prloe tor torot.c- tllftr-. •olwnp4 at 351. 

lludT 11114 ......,,. oe\ll-\ prioe tor torolp tllftr-. &loa-~&\ llt-lf~. 

llo .a. ao oUwr puoiiMH lo4irF. 
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BRITIIK UIIAIIY, 

WASHIMCTOM, O. C . 

Oetx>ber 29 tb, l~4l . 

PERSONAL AND 
SECRET 

Dear l~r . Secretar y, 

I enclose herein ror 

your personal and secret 

lnrorma tion a copy or the 

ln tes t repor t rrom London on 

the military s ituation. 

Believe me , 
Dear !Jr . Secretary, 

Ver y sincerely yours , 

~ 
':he P.onourable 

Henry Corgen thAu, Jr . 
Uni ted States ':'reasury, 

l'lashinztx>n, o.c. 
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• '!"'L;;QRAIC ~ 011 LO!f!?OII D4l'hD <'';\;' ·.R lith ! , lffi 

A llooeward bound r.1LN 1 tar convo7 • •• 

attacked for the tll11'd tllne slnca thtl nl&bt of 2:Srd , 

bJ U- lloa t a, 1 at'.all ahlp boln r tor podoad, nalc1 ng a 

total of ' ehlpa 1 o a t , 

llorth-bound I oa t coan t convo7 wa.a twloa 

bombed during d&Jl1ght 27th by en<IIIJ al.rc:rart , 1 -11 

Dutob ab1p and 1 •edl- alr.ed l r1t1llh shi p •~,.. aunk. 

5000 to '1'00) \.on a o t rul)b er recen tly arrived 

a t ca ... b1anca frGia tndo Cblna an rou te f o r llraelllaa , 

r r thie a rrlvoa ln N nco 1 t will~. ood 1/3 ot t.ha 

preaent .,.u-toc1 .;enuan doflu l ..noy J'or 19 ,2. A 

t\lrthar 0000 tone l a p roba bl y b fllng oarrl ed 1n a Fronch 

• 

con-.oy wbleb ea118d J'1'0::> adao u car tor ro:>co on ' 

OOtober 2-'tho 

111t;bt or 23rd/2'th 94 tons of 11 ,1;, c1<1 8000 

lncendiarlea wore dl'Op~I'C! on Hla1, 31 tons or K, t , on 

0&7 o f 24th, durln , otranslvo opere Uona 

t;o r thern Frsnca and l u tcb oOI\at 7 OD<!Cf fl g>tera were 

d ee ti'OJod for t be l o a a of 1 o r c ure . A '1000-ton 

,..,rch.ant ablp waa c~&: ••ti•d or r tho nou t h eoaa t of tlorway. 

uen.)laa1 and l>erna we••• b 0111bad o 

1Jur1n, da7l1 ~)> t 2 7 th o ur flO>ter• abo~ doWD 

2 oo . 17'•· 

a1 ut
11
da attack on a blpplnc ott r u tcb oou\, 

fl i!P tara d es \l'OJ.S 6 prcbablJ and 3 daa&&ed• 

2 
• . ... , a clea ti'OJ ed on . .. a t Cat..nd, 

add 1 tlon .... .,.. 

o ur rt ,p tara z> l ad n 1 pilot .... ed . 

11 of 
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... 
Durln!; a ttack on ~burg nl&)lt 116 tb/2'1 th l a r ge f i ne 

were a tal' ted 1n dook ar• ot ULO!DI- A;ii>-VOSS Ship7al'd 0 

RJSSUt Lelllngl'ld aeo tor - t\U8111D coun, or a t tack 

and a l eaa enln:., o r CJel'llllll pr oae ;ll'a an r epo r ted . 

KALIIII.:I S ec to r - 'the r.e~n• a re at1ll ma king 11 ttle 

p rop-• • • · 

~·OsCOYo Sector - P\U'tbor allt:ht (, e~"Mn progreao la 

reportec:l o 

Okl l. Sec tor - 'lh" o~n advance haa been h eld up 

a nd Oftr ':all a nDOured ror .. tlons aro aa1d to be llhor t or 

patrol. 

ROS'iOV s ector - Th re l e no chcln 11o 1n tba a 1t ua t 1on, 

s trong f< usdan r ea iltanoo 1n oon t 1ntl1ng , 

• 

' 

Regraded Unclassified



' 
BISQICDp 276 

ICILI'Ul!J' IIIDLLIOD<a DIVISIOll 
V .All IIIP.&ll!'lll:ll'l 

Vaohinston, October 29, 1941 

'l'III'U!IV3 LISSOIIS lm.Lm'DI 
llo. 167 
MID 461 

Tho information contained l n thlt torloa ot bulletin& 
wil l be roatricted to 1tomt trom ott1clrl oourcea vb1ch are 
reaaonabl¥ confirced. Tho leuona nocouar11¥ are tontat1To 
and t.u no aenae mature atudiea. 

Thlt docwoont h being ch·on an ~rond dlatrlblltion , 
and no add1 Uonal coploa are ..,eilablo ln tho Mill tary Intol­
ll&onco Dhillon. :l'or proT1tlo111 COTornins ito reproc!.uctlon, 
uo Letter !W 350,05 (S-19-40) 14-B-N, 

AITWRQMU IH :rBI QIJUWI 
.A!!l!)RED DIVISIOI! 

Tbla bulletin l a baaed upon reporto submitted on Au8u•t 15, 
1941, by an .blerlcan oftlclal obaornr ln London. Tho information 
contained ln the reporto was oocurod trom e Jrltloh otticial ocurce, 

COhli:!lZS 

1, ORCWIIZUIOll .t.l!D ~IPIGIIT 

2. 'UC\i'ICS 

liSQlCD[! 

- 1-
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1.. OiCWJIWIOI MD RJIPHm 

a. Otporol 

It 1o a frequont)Jr repeated &ldoa in tho German .Ar"''f that 
noey COlD bat ant un1 t 1o rooponoi blo for 1 u own antiaircraft clafonoo 
ecainot lov-f)Jrln& aircraft, lYe.,. man arlltd with a rlflo 1o trained 
to uoe 1t ecalnot ouch aerial tarcett. tho bellef boln& that con­
c.ntrated fire by rlfioo and -lno &W"I 1o ney offoctlTo againot 
thle fon of attack. 

!he II&Chine &mll' pr1nc1pa1.)Jr uaod are the dual-pgrpooo 7.9-•.• 
8114. tho auperhea.,-, 20-m~., antlt81Jk,.ant1aircraft aaehine cw>-

b. Hgtgr!aod Apti&irqrott ll&Ualiqpa 

Kotorhod entiaircraft battalion• of tho .Arrq for• part of th.o 
infantry 61'11, and one ouch battalion 1o probab)Jr lnclwlad ln the o"" 
canieatlon of the nor~ t ype armored dlTitiono . !bore it alto in 
tho GBQ pool an u.nknown nucber of IDOtorhod antiaircraft battallont, 
COII\il&nlet of which ~ be allotted down to corpo end dlviolono, accorcl.­
in& t o tactical requiromanto , 

Motorized antiaircraft bat tallonl art oqulppocl. with the folio,._ 
in& veopono: 

ro-.... antitank-antiaircraft ouperhoa"7 ~no guno; 
._barrelled 20-a. ouporbta"lf cachino guno; 
~7-am. dual- purpooe ant1t81Jk,.ant1aircraft gnna. 

!he total =bor of cw>• in a .. torhod antiaircraft battalion 
it bollnod to be 36, but tho IIWiber of each caliber loaued 1a not 
lmovn and wq Tary. 

Recent 1nfor~:~&tlon lndlcatet that tho cw>• of the "otorhod 
antiaircraft battallono are boln& placed upon oolf-propollod ..,.,to -
t ither the uniTeroal ooml-trackod carrier or a tank chattlo, Durin& 
tho operation• on tho Woot orn front it lo ballOTed that actorlood 
anth1rcraft battallont were equipped onl,y vi th 20-111111., ouporho"'7 
III&Chlno cun•. !l'he tendency in t he Oerl:l&ll .Ar117, therefore, 1o to 1.,.. 
croaoo beth the caliber and tho mcb111ty of t heir antiaircraft vo.,.no. 

~· 7.9-... II&Chlno cun 1o froquant)Jr referred to ao the M.G. M with 
•Ualrcraft IICUDtln&•· 

gsmcBR 
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o. Aerep Mr hrst Aptlelrsreft gp,tte 

In 1441 Uon to the MtoriaM uU&iroratt 'ba\\allono of \'bo 
~. aaoh armora4 4hio1on 1o pro'bab)¥ t.lloUM a o. ...... Air :roroo 
'ba\tt.l1on of a1xo4 Dt1a1ro:-att woor;ona .,4 poooib)¥ a Upt DU&ir­
cratt 'battt.lioD t.leo. 

Tho orCBD1aat1on of thooo UDito 11 ae followot 

(l) HJtt4 Bet.tal1pp 

!brae hocr,r batterieo, aach oo~IM of 

:rour as-•• CUD•, 
Two 3>-aa. Nth1M &WI•: 

Two llpt batterieo, oach c~oM of 

~lTe 3>-m. ...,ch1.,. CWII. 
J'ow 23.58-1D. oearchl1pto. 

(2) t4cbt IAUaireratt Jl&ttallpp 

Three lipt batterleo, eaoh co~oood of 

O..e battery, Coiii).)Oaed of 

II1De 37-=. CW10: 

One oearchltpt battery, co~ood of 

It a10t be e~~P~>&ohe4, bo,..or, that tho OenlaD 4octr1.u of 
aDU&ircratt 4ofenoe of croUDd foreoo 1o 'balM on floxlblU\7. !ho 
t.llot•nt of 0.,..... Air J'orco anU&ircratt UDito to aD .,...,ro4 4h1.o1on 
lllcht be sroatl¥ 1ncroaoo4 1f clrewootuooo roqulro4 lt. 

d.. kmrt4 Celtpp 

(1) petepee Aceipet Low:71xtpc 4tt&Qk 

Go,..... tra1D1ng manualo bold that, for defonoo IC*in•t low­
f)¥1ng 0D4 41,..,bo•blng attack, .,....,..4 col'WIDI ..,.., 8al'ch in arto..U4 
order aD4 aet ue their r1fiea, -.cbin• CGD•• mel ~b"'T ••cb'u 

CWI"· 
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out the 
Ll&ht antlaircratt &l'tille17 file¥ aloo be dlatr l"bu.ted tbro"fll>­
column ln batteriea or even u alncle guna. 

Tho light four-wheeled &l'oored C&l' , ot Which thoro are 50 in 
M armored division, moun·ta ona ·~erheaYy a:>-mm. machine gun and one 
7 • 9-mm. machine gun on a dual-purpoae mounting. Vith these guna it 
can put up effect ive !ire against low-tlyi nc aircraft . 

The main armament of tanka ia uooloaa for all practi cal pur­
poaoe u a defenae against low-t lyinc aircraft . 

(2) Dofenoe Agn,inat B1ch-llt1tu4o llg(blnc 

It h held in Gerlll&ll training monuala that the speed of ar.110red 
columna makes it l"'PP&Iible for antiaircraft batt eries to lo8l)frog • 
.&ntlaircraft batteriea of 8~=. anti t~>.'lk-Mtlaircraft guns are, ha­
e•er, OIIPloyed to defend useably areu, on t rucking and de trucking 
point a, bridpe, defile&, etc., againa t hlgh-altitude boebl ng. 

2. UCTICS 

a. General 

Geroan armored d1v1a1one on tho move are trained to keep a 
eonaidorable distance between aeparato units and groupo, and where 
poeelble the dlvialon generally marehea ln oeveral columns, along 
P&l'allol roada. It ls poaoibl e that the majority of antlalr cr a!t guna 
vlll be found well forward ln tho colwnna and, naturally, all defile a, 
brldgea , and stop,lng plp~e• vlll bo well defended by antiair craft 
unl to. After tvo hours, tho eolu.cmo uaually halt for a 20-l!linute reat; 
after tour or flve houre' movement, they ordlnarlly halt for at lout 
three houre. 

In the eYont of alr attack , the column contiuuea lta march and 
uchlne gun creve open fire. I! tho air attack provea to be of ouch 
velsbt that casualties to truck-carried troopa vlll be severe, the 
colwnn balta and the troopa take cover. The drlvero of tho nhicloa , 
however, remsin vlth their vehlclea. In 01~n country tho tank columna 
deploy in open forMtion, uouall.v V-abapod, when air attack threaten•. 
! t nisht vohlclea tPke refUge under cover. 

German tanks vhich have been ox...Uned 10 far have not been 
equipped with any f orm of antinircraft dotonoe , and t horo baa been no 
inoreaae in the thieknooo of aroor plato on turret lido f or t ho purpoao 
of keeping out cannon oholl. Tho elevation of the tank'• machine ~· 
ia not autticiont to all ow them to attack low-flying air cr aft . I t 
lhould be remember ed, however , that each of t he 50 light scout carl l n 
a diYiol on earriea a 20-mm. antitank-antiaircr aft heavy machine gun 

- 4 -
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oo-uhl~ I!IOWltod with a ? • 9--. eachine j!Wl, 

It h notovort1>7 that tho 41er1eo of Oer..., oftlcero ee.pturod 
ln the Middle Jut ll8lte eonotant mention of alrcratt attaeko on Oe....n 
,..hloloo. There 1o no doubt that tbooe o.ttacko o.ro not o~ 41ttaot .. 
1111 to the Oeuan tank crevo but ol.oo tend to lover thol.r morol.e con­
olderab~. 

b. Cgpglueiopa 

( 1) Low-level f~nc attaeko acaJ.not Oenoan armored and 
motorhecl. 41rto1one while tbe7 are on the moYe Till •et vlth YOJ'T 
conolcl.ero.ble oppooition fro• eachine «Wl'• 20--. he&Y7 "*"hlne «Wll• 
and the 37-=. llgllt anUal.reratt «Wl• 

(2) Bigller-lnel bomblllf: o.Uacko vlll be flrecl. at b7 ~-. 
o.nt1t~ant1a1rcratt cuna. 

(3) Oerman tanko &re lncop&ble of v.alnc their ovn ..,._,t 
effect1Ye~ againot low-f~ng atto.eko. 

(4) Oera>&n tanka &ro prob&bl7 1ool&ted from antlalrcratt c1. .. 
fonoe from the mooent tho7 mo ... !orvercl. to the attaek, whether the7 are 
attacldnc on the "ove or from oelected poo1t1ona. !l'belr 41otanee of 
1oolat1on 111a7 not be more than 500 7ercl.o. 

At Oe.puno, hoveTer, Oer"'an tanko took lnto tho &tt&ck a o,..J.l 
IIUIIlber of 88-mm. anti tanlo-antlalrcratt «Wl' on mobUe moun to. 1'boao 
were emplo7od ao antltenk guno. 

USQIQTIP 
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0-2/2657-220; No. 551 II. I. D. , li.D. lltOO A.ll., October 29, 1941 

SITUATION REPORT 

I. Eastern Theater. 

Groundt Bad weather and heavy roada still impede =illt.ary 
operations-.--

Fighting continues on the llooeow front. 

Gen>ans clol.a to be continuing their advance 1n the 
Donets buill. There is heavy fighting in progress for Rostov. 

The German High Couond claims to heve broken the 
defenses on the Perekop peninsula and gained a bridgeheod on the main­
land (Cruea) . 

Air: Germany reported effoct1ve bombings or objectives in 
both the LOnlngrad and lloscow areas during last night . 

II. Western Theater . 

Airt The British Air lliniatry announced thet b=bers braved 
bad weather-last night to attack targets in south and southwest Germany . 
The Cherbourg docks were abo attacked. Daylight raids were made on 
airdroaes in northern France. Geraan activity wos over southwestern 
Britain yesterday. 

III. lliddlo Eastern Theater. 

Air: Itslian aircraf~ raided lialta, while the British 
operat ed aii!nst points in Sicily end Banghezi . 

RESTRICTED 
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